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Bank Response to Bruce Rich's Paper - Mortgaging the Earth - 1994



Setting the Record Straight: The Pak Mun Power Project in

Thailand.

Bruce Rich paints an entirely one-sided and misleading picture

of the Thai Government, EGAT (the Thai electricity authority) and

the Pak Mun power project in his book Mortgaging the Earth. The

narrative misrepresents the history of consultation, the quality of

the environmental assessment and the generosity of the resettlement

plan. It treats unsubstantiated criticism as fact and conveniently

ignores material which challenges this distorted view. It insults

the Thai Government by suggesting that it is weak and unable to

control its agencies. It also insults the intelligence of its

audience by suggesting that Thailand could meet its annual 10

percent increase in demand for electricity by "conservation and

end-use efficiency." If such simple and cheap alternatives were

available, the Bank and the Thai Government (and every other

government in the developing world) would be seizing them.

In reality, Pak Mun symbolized the difficult trade-offs which

are involved in development -- between those affected and those who

will benefit, between the local environment and the wider

community, between using hydropower or non-renewable energy. The

fundamental flaw in Rich's simplistic commentary on Pak Mun is that

he poses a false choice. Development without trade-offs is an

illusion. While he has the luxury of advocating ideologically pure

but practically unworkable solutions the countries confronted with

real problems do not.



Contrary to the impression given in Rich's book, EGAT and the

Thai Government have dealt directly with the people affected by Pak

Mun. The long record of consultations includes face-to-face

meetings, group meetings and briefings, distribution of information

booklets and wide dissemination of information through the local

media. Between September 1988 and June 1990, EGAT convened or was

involved in more than 20 consultation meetings and briefings. In

addition, 20,000 copies of the publication "Pak Mun Project,"

detailing in Thai the resettlement plans and compensation rates

have been issued. It is unfortunate that efforts to consult with

NGOs have been blocked by an NGO refusal to sit at the same table

as the Government and EGAT.

The Bank's resettlement policy was fully implemented in Pak

Mun. The 989 families affected by the project can choose where to

resettle and what to do with their resettlement money. Some have

chosen to resettle near their former home sites, but on higher

ground. Others have opted for the Sirindhorn resettlement area,

where soils are as good as at Pak Mun and a full range of basic

services (from irrigation to electricity, paved roads and schools)

will be provided. The price being paid in compensation was seven

times the prevailing rate and even now it is 20-30 percent above

the market value. And, everyone affected by the project will now

have formal legal title to their land. Before, 80 percent held no

title.

Rich's propensity for skewing the evidence is illustrated in



his citing of one academic, Dr. Rainboth, who has criticized the

project for its impact on fish. The project has recently been

reviewed at its mid-term point by a highly specialized and

respected team, including Dr. Jasper Dwyer (Ph.D., Oceanography,

Aquatic Biology) and Dr. Santasiri Sornami (Professor, Faculty of

Tropical Medicine, Mahidol University, and who also helped appraise

the project). Their careful review found nothing which would

support Dr. Rainboth's claims that the dam -- made up of gates

which open fully to allow almost unimpeded passage of the river --

will cause any damage to fish stocks. Nor is there any evidence to

back up Rich's claim that the project would increase the spread of

parasitic diseases, such as schistosomiasis. Such diseases could

become more prevalent if the project created a reservoir, but it

does not.

The dam level at Pak Mun will rise and fall, and at its peak

it will submerge 60 square kilometers, almost all of which is

regularly flooded by seasonal rises in the river level.

To insure that the project does not have harmful side-effects,

the Government has established a special committee to review and

monitor the dam -- particularly its resettlement and environmental

aspects -- before and after completion.

Rich's argument that conservation and end-use efficiency are

alternatives to meeting Thailand's growing demand for electricity

are totally unrealistic. Though the Global Environment Facility is



involved in a demand management project with EGAT, any gains from

this are likely to be realized only in the late 1990s and will

account for less than 2 percent of electricity demand. World Bank

estimates suggest that Thailand's electricity demand will increase

about 10 percent a year until 2000, demanding more than 1000

megawatts of new electricity production capacity each year. The

Pak Mun Hydropower Project is a small component of this, providing

a capacity of 136 megawatts. The real alternative to Pak Mun would

have been turbines using light oil. These are costlier and less

environmentally friendly.

The assertion that the Bank "undermined the already weak

representative institutions" in Thailand is a complete

misrepresentation of the facts. The debate in the Thai Government

over Pak Mun, the effectiveness of local representatives in

handling compensation, environmental and resettlement issues, and

the responsiveness of EGAT and the Government to local concerns

puts the lie to Mr. Rich's claim. The Bank is satisfied that the

Pak Mun project is being implemented properly, and that difficult

issues regarding effects on local people and the environment have

been handled in a manner consistent with the Bank's strict 1980

resettlement policy which even Mr. Rich says, ". .. is an equitable

one. "



Setting The Record Straight: Transmigration in Indonesia

The World Bank has provided about $500 million to support

five transmigration and two Swamp Reclamation projects in Indonesia

since 1976. As with all resettlement, these have been complex and

difficult activities, and the results have been mixed. It is

important to note though, that despite its many problems, there is

another side to the Transmigration program.

Transmigration has made an important contribution in helping

the Government manage the economy and reduce the numbers of poor --

Indonesia's record in reducing poverty in unmatched by other large

countries at its income level. And, Transmigration provided

options for many poor families who otherwise would be landless and

trapped in poverty. Of the settlers surveyed between 4 and 9 years

after the first three Bank projects were completed between 83% and

95% said they were satisfied with their situation. Moreover, in

most cases, family incomes are higher than expected, although a

much higher proportion comes from non-farm income than was planned.

While contributing to less than 10% of total program cost,

Bank-assisted projects have led to improvements in the resettlement

programs. These have been particularly important in improving site

screening and evaluation, program management, farming systems,

procedures for safeguarding the environment, support services for

the settlers, and other economic and social benefits.



One example is the support given for site selection,

which began under Transmigration II, when the difficulty in finding

suitable sites became apparent, and which continued under

Transmigration III and V. The Bank supplied considerable resources

to this effort and the positive results for site selection and

planning go far beyond the transmigration program itself by: (i)

giving Indonesia its first country-wide resource/land

use/development potential maps collating large quantities of

information from many departments; (ii) giving criteria for site

rejection based on environmental and social considerations, (a

large number of sites were subsequently rejected based on the

maps); and (iii) developing policies to take account of the needs

of indigenous people in Irian Jaya.

While Rich is correct that there have been some negative

environmental and social impacts, the significant positive impacts

described above have also resulted. Thus, Rich's premise that the

program has not produced positive results is a gross overstatement.



Setting the Record Straight -- Energy Efficiency

Bruce Rich, in his Mortgaging the Earth, expresses vigorous

objection to World Bank investment in energy in the developing

world. Rich and others with similar views do not acknowledge that

the Bank's investment is for the economically efficient provision

of electricity supply. By arguing against investment in energy

they perpetrate a cruel hoax -- that people in developing countries

can make do without more commercial energy. What such policies

imply (though Rich does not state the implications) is that the

developing world will have to make do with dung for cooking and

feet and bicycle rickshaws for transport. The IIEC, whom Rich

glowingly cites in his book, regards the bicycle rickshaw as an

energy efficient means of transport. In one of their 1991 reports

there is a picture of a proud and smiling, senior member of their

staff being so transported by a thin, grim-faced and probably

undernourished Asian, laboring under the strain. This illustrates

an appalling insensitivity to the economic plight of millions of

people in the developing world. The caption boasts this as being

an energy-efficient mode of transport. This is immoral and,

ironically, a recipe for precisely the environmental doomsday that

Rich claims to be concerned about.

Rich not only attacks the World Bank but most of its member

countries. He comes from a country where the average person uses

more than 12,000 kWh of electricity a year, and where most homes,

industries, farms, shops, schools, hospitals, clinics and offices



are supplied with electricity. The country is rightly proud of its

ability to provide universal and ample service, and the growth of

its prosperity in the present century owes much to the growth of

its electricity industry. But in developing countries the

situation is very different:

o 2 billion people -- eight times the population of the

United States -- have no access to electricity.

o 2 billion people use fuelwood, crop residues and dung, to

cook their daily meal. This not only leads to illness

and death through smoke inhalation that causes

respiratory illnesses, heart disease, and cancer, but is

damaging to soils and forests. It consumes four times

the amount of energy needed for cooking than would modern

fuels and appliance.

o in thirty years, these numbers will rise to 5 billion if

energy supplies are not expanded, and in forty years to

6 billion. Thus without increased energy, the number of

people relying on dung, fuelwood, and crop residues would

equal the entire population of the world today.

o Rich attacks India, Brazil, and Thailand for wasting

energy, yet each person in India uses an average of 360

Kwh of electricity a year, barely 3 percent of that of



each American; each Brazilian an average of 1500 Kwh, or

13 per cent of each American; and each Thai an average of

900 Kwh, or 8 percent of that of each American. Africa

is spared from Rich's attack but it is worth knowing that

each African consumes on average only one hundredth of

the electricity consumed by an American.

Rich does not acknowledge the World Bank's record on promoting

efficiency in energy production and use -- work than has gone on

since the Bank began operations 50 years ago. Achieving good

commercial pricing policies is central to efficiency. And

promotion of these policies is central to World Bank energy

operations. In the 1950s and 1960s the Bank concentrated on good

financial rates of return; in the 1970s and 1980s, this was

extended to include marginal cost and peak load pricing (a well-

established principle for raising efficiency in energy production

and use); and in the 1990s, thanks to a combination of technical

changes and institutional reforms in the industry, the Bank is

looking toward commercialization and competition to lead the way to

price, cost and energy efficiency.

Rich is wrong to claim that the Bank has "refused to

... [promote] end use efficiency". All Bank energy operations --

totaling $3 billion or more a year -- have been concerned with end

use efficiency as well as with supply side efficiency. Estimates

of how much there would be to gain from adoption of commercial

policies have been widely published -- in the World Development



Report of 1992, in working papers, and in refereed journals --

they show that long run demands would be decreased by about a

third. Hence, if the policies the World Bank is supporting are

successful, electricity demands will triple over the next 20-30

years, rather than quadruple. The capacity and energy saved would

equal the entire capacity and electricity produced in the United

States today.

Rich's estimates that 50 percent of the growth of demand in

"Brazil, India, China, Costa Rica and many other developing

countries" can "be cut" through "state of the art industrial

equipment, lighting systems, air conditioners... " lack

credibility, as does the claim that "the cost of such end-use

efficiency investments is often a third or a quarter of the cost of

new power plants". It is all part of the cruel hoax. Rich does

not acknowledge that such programs, while allegedly being least

cost, require extensive cross subsidies -- through give-away-$25-

light bulb programs and rebates on the tariffs of "participating

consumers". If they are cost effective, why do they require huge

subsidies?

Most people in developing countries would surely want state-

of-the art air conditioners and refrigerators. But they cannot

afford them. If they could, their electricity consumption levels

would be very high. Optimistically (from an efficiency

perspective) , perhaps one-third of that of the United States today,

or 4000 Kw per capita. If this were to be the case the total



installed capacity and output in developing countries would be

(allowing for population growth within the working lifetimes of

children in schools today):

- 35 trillion Kwh (000 TWh), as compared with

2.5 trillion Kwh today and 3.6 trillion Kwh in

North America; and

- 9 million MW (9000 GW), as compared with

roughly 0.6 million MW today and 0.9 million

MW in North America.

This assumes big gains in energy-efficiency, which we believe

are possible given good policies to promote it. However, the gains

will not come from heavy handed interventionism espoused by Rich.

Rather they will come through the good economic and commercial

polices that he explicitly rejects. These calculations also assume

good family planning policies and educational programs will be in

place and that incomes will rise -- otherwise, populations will be

much higher. (The World Bank is, of course, the largest external

financier of health and education programs in the developing world

-- a fact that Rich ignores throughout his book.)

Can growth in energy demands be reconciled with a better

environment? Even if the rest of the world manages with one tenth



of the amount of per capita consumption of that of the United

States, production and capacity requirements will still be more

than 15 trillion Kwh and 4 million MW respectively, six times

today's levels. But denying people electricity and modern fuels is

not an option: it would leave them dependent on dung and wood for

fuel, impoverished on an unthinkable scale and would guarantee the

destruction of the remaining forests and woodlands as people search

for fuel and for land. And the loss of crop residues and dung

would undermine agricultural productivity and yields. The only

sustainable route, as far as the energy industry is concerned, will

be to turn to low-polluting methods of energy production --

including solar energy, on which there has been much progress

recently, and about which Rich is silent.

The developing world needs energy efficiency and we believe

the Bank's policies will promote it. It is counterproductive to

misrepresent these policies. The developing world also will need

the low-polluting technologies and the environmental policies that

promote their use. The Bank will help its borrowers to pursue

these opportunities, too.



Putting the Record Straight: Participation in World Bank projects

Throughout Mortgaging the Earth, Bruce Rich portrays the World

Bank as a secretive institution that does not take into account the

people its project effect. But that is an unfair and outdated view

of how the Bank goes about its work today. Despite the fact that

the World Bank lends to governments, non-governmental organizations

and local people have more and more been taking active part in the

design and implementation of Bank-financed projects. For without

the participation of local people, development projects stand

little chance of working.

The Bank's commitment to find ways to more effectively

incorporate the activities and views of local people in the

projects it finances can perhaps best be demonstrated by current

efforts to examine projects that stress participation (both Bank-

funded and those funded by other groups) and to produce a

sourcebook of "Best Practice." The Sourcebook will document and

describe projects that include participation and analyze what works

best. It will act as a sourcebook for other Bank staff as they

incorporate local participation into project design.

Two examples follow that describe the kind of work that is

going on with the participation of local people. When the Best

Practice Handbook is completed it will be publicly available.

In Egypt the Bank is helping to reduce poverty with an



agriculture loan in the Matruh region. The project targets the

poorest farmers, who are Bedouins. Most people think of Bedouins

as nomadic people but that is no longer the case in this area.

UN-FAO volunteers in Egypt, and staff from the Agha Khan Foundation

and GTZ told Bank staff that during the last decade the Bedouin

tribes in this region have moved to a more sedentary lifestyle,

although they still maintain their tribal traditions. They now

raise mostly sheep and goats -- which unfortunately seriously

overgraze the sparse vegetation in the area. Environmental

degradation and poor resource management practices are evident

throughout the area in which they live.

The farmers knew they most needed the ability to catch and

retain rainwater. But there was clearly also a need to manage the

environment better.

The project was developed by a Task Force consisting of people

from the local government, local institutions, and the Bedouin

community, using a techniques called Participatory Rural

Assessment. The Task Force, working with staff from a consulting

firm that had experience in preparing projects in a participatory

way, solicited ideas and views from local households and farmers.

When it became apparent that only men turned up to meetings,

special efforts were made to include women. This was important and

women's contribution to the project has been significant.

Project preparation was thoroughly participatory and



empowering. And the project will be implemented through the local

community. It has three objectives that aim to help the Bedouin

community and their surrounding environment. First it will provide

water through a system of underground cisterns and dikes and will

create new fruit orchards, rangeland, and improve the management of

the land. Second it will provide research and extension for the

farmers, focusing on dry land farming and livestock production

systems. Sub regional resource centers will be built to bring

research, extension, and credit closer to the local communities.

Third, it will provide finance for small farmers, landless people

and rural women so they can start small businesses or farms.

Another example is in Chad, a country that values education

highly. Chad's education system deteriorated during the 1979-82

war and the Government asked for the Bank's support in

rehabilitating schools. The Minister of Education specifically

asked the Bank to prepare the new education project in a manner

that involved local people and responded to their real needs and

concerns. Conferences were held with local people and local non-

governmental organizations to discuss options and reach a consensus

on how best to achieve the end results the people wanted. The

final project included a number of components: it built and

renovated classrooms, purchased and distributed textbooks and

teachers guides, improved teacher training, strengthened primary

school management and inspection, developed and implemented a

girls' education program, improved educational practices in

individual schools, strengthened parents associations and



strengthened the Ministry of Education. The process brought

stakeholders at all levels together and produced a project plan

that was owned by local people, local schools, donors, and

Government alike.



setting the Record Straight: The Global Environment Facility

Bruce Rich describes the Global Environment Facility's

creation and evolution as exemplifying the way the Bank does

business (top-down, structurally incapable of integrating

environmental concerns into its mainstream activities, and so on).

He illustrates what he sees as the inevitably negative consequences

of the modus operandi in two GEF biodiversity projects, in Congo

and Kenya. His descriptions are innacurate, misleading and sadly

prejudiced by his development philosophy

Rich describes the creation of the GEF as driven by the Bank's

financial complex, its primary goal being to "sweeten the financial

terms of larger Bank loan packages". In fact the GEF was a donor

initiative; one of several advanced in the late 1980s. At first it

was viewed with considerable concern by the Bank which feared that

it would draw resources away from the Bank's mainstream activities

in particular those of the International Development Agency (IDA)

which lends to the poorest countries on concessional terms.

The GEF proposal was not drawn up in secret, as Rich suggests.

On the contrary, there was an unprecedented level of interaction

between the Bank, which was commissioned by the Development

Committee in the fall of 1989 with elaborating and operationalizing

the original French proposal, and the 24 countries that met at

regular intervals between September 1989 and November 1990, when

the scheme for the Pilot Phase was adopted.



In a world that normally faults international bureaucracies

for sloth, it is surprising for Rich to criticize the Bank in this

instance for its speed in putting the GEF together. Rich further

complains that Congress and other legislatures did not participate

in the design of the GEF. But this is not how inter-governmental

negotiations work. States are represented by delegations who must

seek validation of any commitments they make from national

authorities.

It is totally inaccurate to suggest that government

delegations were not well informed during the GEF negotiations. On

the contrary, extensive documentation was provided as the concept

of the GEF evolved.

Rich does, nonetheless, put his finger on one of the

complications of international negotiations on the environment:

because the environment cuts across so many areas, larger

governmental delegations typically consist of representatives from

several ministries, and ensuring consistency and coordination

within governments is often as challenging as forging consensus

among them. This fact of life cannot, however, be laid at the door

of the Bank which Rich says forced the pace of the GEF negotiations

beyond governments' ability to keep up.

The GEF agreement of November 1990 was not a definitive blue-

print foisted upon unsuspecting and ill-informed governments.

Rather, the explicit intention of governments was to establish an



experimental Facility (initially for a limited duration) to see how

developing countries could most effectively be supported in their

attempts to protect the global environment. From the

beginning, the aim of governments and the implementing agencies,

which include the United Nations Development Programme (UNDP) and

the United Nations Environment Programme (UNEP) in addition to the

World Bank, was to evaluate the experience of a three-year Pilot

Phase and to use the findings in restructuring the arrangement if

it was to be prolonged. This evaluation was undertaken in 1993 and

its findings have helped shape arrangements for GEF II.

The Bank did not subvert the creation of a new "green fund,"

as Rich suggests. The idea of the GEF was never to provide an

alternative institutional focus for the increasing emphasis placed

on sustainability by all development agencies. Rather, it was

designed to provide "new and additional" grants to cover the extra

cost involved in going beyond the protection of the local and

national environment (which is considered a national priority to be

factored into all development planning), and extending protection

to the global environment.

In many instances, the best way to leverage these global

benefits is by modifying the design of projects that would

otherwise go ahead without taking account of the global

environmental dimension. Hence the link between GEF projects and

many regular World Bank (and, in future, other institutions')

loans. This is not a "sweetener" or a negation of environmental



responsibility, but a pragmatic way of helping developing countries

that would not otherwise be willing, or able, to pay for the

incremental costs of global environmental benefits. The aim of the

GEF is not necessarily to fund more projects, but to add to their

sustainability.

Rich has his story back-to-front when he asserts that the Bank

tried to incorporate the Brazilian Rain Forest Fund - initiated by

the Group of Seven - into the GEF. In reality, the donors wanted

to create an account for this purpose in GEF. The Bank and the

other GEF implementing agencies resisted this proposal because it

would have run counter to the Facility's focus on problems rather

than places. The fact that donors ended up contributing only a tiny

fraction of the $250 million originally envisaged for the rain

forest fund is interpreted by many observers as the result of their

failure to fuse the two initiatives.

The two GEF projects Rich describes as examples of the Bank's

damaging stewardship of GEF resources are seriously misrepresented.

He advances the Environmental Defence Fund's (EDF) standard

criticism of the GEF Congo Wildlands Protection Project. This

project was examined in detail at a special consultation in

Washington, D.C., in April 1992. EDF's critique - that the GEF

grant was bound up in a Bank loan designed to hasten the

destruction of Congo's remaining rain forest - was comprehensively

rebuffed by Mike Fay, the expatriate representative of Wildlife



Setting the Record Straight: World Bank lending for Agriculture

The section in Mr. Rich's Mortgaging the Earth that discusses

the World Bank's support of the agriculture sector is a good

example of his habit of selectivity in quoting sources to make his

case. He cites studies on the impact of the "green revolution" to

back his allegation that the Bank has been misguided in its support

of the agricultural sector and that its lending to the sector has

increased poverty. But Rich's reliance on dated studies to

conveniently make his case is evident. For example he cites

studies by Griffin (1974) and Hewitt de Alcantara (1976) yet

ignores the rich body of evidence accumulated during the 1980's and

early 1990's which do not support his case.

A 1985 study, for example, by Ahluwalia convincingly documents

the decline in rural poverty in India throughout the 1970's -- the

peek years of the green revolution. Blyn's (1983) study of the

green revolution in Punjab also supports that case. It concluded

that small farmers' income increased relatively faster than did

that of large farmers, and that employment increased without

depressing real wages, resulting in benefits for landless farmers.

Subsequent work by Hazell and Ramasamy (1991) in South India showed

that although large farmers adopted Green Revolution technology

earlier, smaller farmers had largely "caught up" (partly in

response to enhanced publicly provided by research and extension)

within a decade. The study shows small farmers incomes increased



as did those of agricultural laborers. Other studies, Bell,

Hazell, and Slade (1982), have shown that income gains arising from

the green revolution have had strong multiplier effects on the

broader rural economy,.

The reliance on outdated information also afflicts Rich's

discussion of the World Bank's efforts to promote the Training and

Visit (T&V) extension system in India. Rich cites a study by Moore

(1984), which reflects impressions -- not quantified data -- from

the early years of the T&V experience in India in support of his

arguments against the T & V system. Yet he ignores subsequent

studies and analysis, based on empirical investigations 1/ that

show the flaws in his own arguments. These have documented

increased presence of extension, improved agent-farmer interaction,

and a significant ability and willingness to adapt the operational

principles of the system to local circumstances. For example,

using contact farmers as the key link between extension agents and

the farming community was modified to make greater use of group

methods, and the frequency of meetings was adjusted to seasonal

requirements. The coverage of farming activities was expanded to

include both major and minor crops, and, in some areas, animal

husbandry. Comparisons with alternative extension systems have

shown advantages to the T&V approach in terms of information

diffusion and interaction with farmers.

While there are several weaknesses in the agricultural

extension system in India (Macklin 1992), they are certainly not



such to warrant the blanket condemnation set out by Mr. Rich in his

badly researched analysis.

1/ Feder and Slade (1986), Feder, Lau, and Slade (1987), Macklin

(1992), Bindlish and Evenson (1993).



Setting the Record Straight: The Impact of Adjustment

The view that adjustment programs increase poverty has

stubbornly sustained itself despite the evidence. An example of

why this is so is the scurrilous misinformation contained in Bruce

Rich's new book Mortgaging the Earth. Rich, like others before

him, movingly describes the economic hardships that many poor

countries suffered in the 1980s. Unfortunately he focuses on the

search for scapegoats instead of for solutions to the complex

crises of underdevelopment. In Mr. Rich's conspiratorial view of

underdevelopment, anything wrong in a country receiving World Bank

loans must be the World Bank's fault.

The problem with this approach can be illustrated by the story

of the little boy riding with his father on Washington's Beltway

after an ice storm. The little boy stared at a succession of minor

automobile pileups caused by the ice storm, each pileup with an

ambulance -- lights flashing --standing by in case of need.

"Daddy," he asked somberly, "why do ambulances cause so many

accidents?"

Much of Mr. Rich's analysis is the equivalent of blaming

accidents on ambulances. Countries only come to the World Bank for

structural adjustment loans after a severe crisis has developed.

Evaluating the success of subsequent recovery efforts supported by

World Bank and International Monetary Fund (IMF) lending, requires

asking questions like: (1) what was the state of the country's

economy when adjustment began? (2) what else was happening to the



economy as the country adjusted? (3) what happened to countries in

similar circumstances who did NOT adjust?

Rich is clearly unaware of the large body of work undertaken

by the World Bank and independent scholars to answer these

questions. The consensus of that work is that adjustment, as

supported by World Bank and IMF lending, generally raises an

economy's growth over what it would have been without such

adjustment.

The evidence shows that developing countries that undertook

intensive adjustment programs with funding from the World Bank

experienced an increase in their average growth rates by 2.5

percent from 1981-85 to 1986-90. Those that interrupted adjustment

programs or did not adjust at all had on average no change in

growth from the dismal growth rates of the early 1980s.

Analysis of Sub-Saharan Africa's experience with adjustment

also confirms that countries that did the most to improve their

macroeconomic policies experienced the biggest increase in growth

in the 1980s. Countries that undertook more limited adjustment

programs and experienced a deterioration in policies suffered a

decline in growth rates. While adjustment did not cure all

economic problems -- for example, investment sometimes went down in

adjusting countries -- it did help countries to achieve higher

rates of growth than would have been the case in the absence of

adjustment.



Rich blames a drop in real wages in Mexico in the 1980s as a

consequence of adjustment promoted by the Bank. In fact, the

decline in the real minimum wage in Mexico began in the late 70s --

well before World Bank adjustment lending -- and was then

accentuated by the disastrous episode of economic mismanagement,

that Mexicans call "la crisis," in the early 1980s. Since 1987,

Mexican real wages have increased by 20 percent. Moreover, more

severe drops in real wages than experienced in Mexico occurred in

the 1980s in countries that did not undertake adjustment programs,

for example, Peru (-70%) and Nicaragua (-90%).

Similar problems bedevil Rich's analysis of poverty and

adjustment. Poverty was tragically widespread in countries in

crisis long before they undertook adjustment programs. The key

question is how much adjustment policies changed the lot of the

poor. Because income distribution changes slowly over time the

biggest single factor determining the welfare of the poor was how

the economy as a whole was growing. And we have seen that

countries following adjustment policies usually enjoyed an increase

in growth. Conversely, in countries that failed to implement or

sustain adjustment programs, such as Peru and Cote d'Ivoire, the

economy declined and the incidence of poverty increased. In Peru,

GDP per capita fell by 20 percent between 1985 and 1990. The

average household in Lima experienced a decline in per capita

consumption of 55 percent, and poverty increased from 0.5 percent

of Lima's population in 1985-86 to 17.3 percent in 1990. Cote

d'Ivoire's economy took a nose-dive after 1987; in 1987 and 1988,



the incidence of poverty rose by over 50%, and the incidence of

extreme poverty more than doubled.

The evidence does not support Mr. Rich's simplistic assessment

that "too often [adjustment programs] resulted in reduced

education, health, and environmental protection expenditures."

Among Sub-Saharan African countries undertaking adjustment programs

-- sustained or not -- median real health spending in absolute

terms increased by about 5 percent between 1980-83 and 1987-89,

although education spending decreased by a similar amount. And

among the countries that made the largest reforms in their

macroeconomic policies, median health and education expenditures as

a share of GDP remained virtually unchanged. By contrast, the

countries that did not undertake comprehensive adjustment programs

suffered a large decrease in social expenditures.

Rich is also mistaken in his claim that "adjustment did not

succeed in launching export-led growth". Countries in Sub-Saharan

Africa that made positive changes in their macroeconomic policies

had strong export performance. Of the 22 countries for which data

were available, the four countries with largest improvements in

macroeconomic policies between 1981-86 and 1987-91 experienced a

median increase in export growth of almost 8 percent over the same

period. Those countries whose macroeconomic policies showed only

modest improvement increased the growth rate of their exports by

only 3 percent. In contrast, exports lost ground in the ten

countries with deteriorating macroeconomic policies, with a median



fall in growth of 0.7 percent. Restoring macroeconomic stability

and reducing exchange rate distortions paid off in higher export

growth.

Moreover, the gains in export growth have not been eaten up

by higher debt servicing requirements. Sub-Saharan Africa, the

world's poorest region, continues to benefit from high net

aggregate transfers (loan disbursements plus grants less debt

service payments) , amounting to over 3 percent of GNP in 1992.

Total debt service as a share of exports and services has declined

over the course of the 1980s, from a high of 28.2 percent in 1986

to 18.5 percent in 1992. Contrary to the impression that Rich

gives, adjustment programs benefit the borrowing countries, not

just their creditors.

Conclusions. A vigorous intellectual exchange on the

consequences of adjustment is ongoing. All who care about the

welfare of developing countries should be willing to subject both

received wisdom and new ideas to the rigors of debate. But

participating in this debate requires a great deal of tedious

examination of data and country experience. Rich's rhetoric and

insinuations do little to advance the cause of poverty alleviation

and environmental protection.

Ambulances do not cause accidents. But when accidents occur,

it is better to have ambulances than not.



Setting the Record Straight: Net transfers, debt and forgiveness

of World Bank loans.

Some people concerned about the debt burden of developing

countries have suggested the World Bank forgive its borrowers some

of their World Bank debt. But World Bank debt is far less a burden

than most other debt because of its low- to concessional-interest

rates and because the Bank continues to provide funds at relatively

low rates for new productive projects that help countries grow. It

should be remembered that the multilateral development banks

provide most of the funds available to developing countries.

Without them there would be few affordable sources of loans for the

poorest countries. If the World Bank were to forgive debt it would

quickly lose its excellent credit rating which in turn would

increase its cost of borrowing. These increased costs would have

to be passed on to the developing countries by charging them higher

interest rates on their loans.

Bruce Rich in his book Mortgaging the Earth is a proponent of

this view. He also alleges that the World Bank has increased the

debt burden of countries because it has been pressured to lend

under the specter of net negative transfers. But Rich

oversimplifies his analysis of this rather complex issue and thus

draws wrong conclusions from the situation.

Each year developing countries receive external capital



inflows in the form of loan disbursements. These loans help finance

investment and imports to promote economic development. In turn,

developing countries make amortization payments on loans they

received in previous years. The difference between these two

amounts equals (debt-related) net flows. A country normally would

experience positive net flows at an early stage of development

(debt build-up) , declining net flows as it achieves a more advanced

stage of development (debt stabilization), followed by capital

exports at a high level of development.

Debt generates obligations. Interest payments represent

compensation to creditors for the use of their resources. If the

resources have been invested productively, as they are in the case

of World Bank loans, the return generated should more than cover

the interest cost. Net transfers (on debt) are calculated by

subtracting interest payments from net flows.

But, adding together the net transfer amounts for a group of

countries, as Rich does in his book, can be misleading. Some

countries in the group may be at a more mature development stage in

which net flows are small and net transfers are negative. Others

may have acquired levels of debt that are inconsistent with their

growth prospects. Still others may be at a stage of development in

which positive net transfers would be normal. Hence, the aggregate

net transfer to a group of countries is a poor guide to the

financial position of any individual country.



From an individual creditor's viewpoint caution also must be

exercised in interpreting the effect of net transfers. If a

financial institution maintains positive net transfers to all its

borrowers, its asset base must grow rapidly -- roughly doubling

every 10 years. Thus, the overall net transfer position of an

institution will depend on, among other factors, its past lending

and the rate of growth of its capital base. The World Bank has

generally maintained positive net transfers consistent with the

growth of its capital base and has gone along with negative

transfers in the case of some of its more mature borrowers -- this

is the normal practice of any sound financial institution.

As others have done before him, Rich greatly oversimplifies in

his analysis and draws unwarranted conclusions on the need for debt

forgiveness based on the amount of aggregate net transfers to the

developing countries. In fact, net transfers to all developing

countries have been positive since 1989. Only Latin America amongst

regions of the developing world has experienced negative transfers

(in 1989 and 1990, but not since). But Latin America has been

receiving debt reduction assistance under the Brady Plan. The

region with the severest debt problems is Africa, which receives

the highest positive net transfers (amounting to several percent of

GNP for most countries).

Rich appears to view the existence of negative net

transfers as grounds for debt forgiveness. But such encouragement

of "moral hazard" would likely lead to a cutoff of new financing to



developing countries by their external creditors, annihilating all

hopes for economic growth and improved living conditions.

There are valid grounds for debt forgiveness, such as when a

debtor country has suffered severe adverse shocks to its terms of

trade and hence its export earning capacity. The World Bank has

supported debt reduction under such scenarios with substantial

amounts of its own funds, under the Brady Plan and with the

International Development Association (IDA) debt reduction facility

which is cofinanced by bilateral donors.

Rich proposes that the World Bank be demanded to forgive part

of its own debt. He erroneously claims that debt service to the

World Bank is eating up countries' earnings, he cites Uganda as an

example. In fact, net transfers from the World Bank to Uganda and

to nearly all Sub-Saharan African countries is strongly positive.

Rich's claim that the World Bank's rating in the bond markets would

not be adversely affected if it forgave its own debt is fallacious.

The Bank's credit rating does not rest on its member governments

guarantees alone. The rating depends as much on the World Bank's

financial performance, as is evident from the reports of rating

agencies and from the below-AAA rating that the Bank had in its

early years. Indeed, should the World Bank write off its debt, its

credit standing in the financial markets would deteriorate and it

would subsequently need to increase the costs to its borrowers. In

other words, those borrowers who are timely with their debt

payments would pay for debt forgiveness to the few who are not.



Setting the Record Straight

Critics of World Bank programs and policies, including Bruce Rich

in Mortgaging the Earth, often call for reform of the Bank. These

critics rarely acknowledge the Bank's own commitment to such

reforms, its efforts to get its member countries commited to them,

nor credit either the Bank or its members for changing policies and

practices to bring about such reform. The World Bank not only

agrees with the general principles of each of these reforms but its

efforts to implement them have been substantial. As an example,

let us look at Rich's five reforms and compare them to recent Bank

policy changes:

1. Public access to Bank documents in the early stages of project

preparation. Recent changes are substantial. A Public Information

Center (PIC) opened on January 3, 1994, in Washington D.C. to

provide information on a walk-in basis, or electronically through

Internet. The PIC provides a number of documents including a new

document, the Project Information Document, especially prepared to

give early project information to interested parties.

Environmental Assessments, Environmental Data Sheets, National

Environmental Action Plans, Staff Appraisal Reports, Summaries of

Evaluation Reports, Country Economic and Sector Reports, and Sector

Policy Papers also are available. More importantly, these

documents are available to local people and non-governmental

organizations in the borrowing country through the Bank's Resident



Missions.

2. An independent appeals commission. The Bank is unique among

multilateral organizations in having established such an

independent commission, called the Inspection Panel, in September

1993. The Panel can receive and investigate complaints from

outside parties affected by projects which the Bank has helped to

finance. While one would not realize it from listening to the

critics or reading Rich's book which focuses on a handful of

problematic projects, most projects supported by the Bank meet high

standards and do not generate complaints. The Panel will provide

a safety net in exceptional cases. It has full access to Bank

files and will make publicly available the request for an

inspection, the Panel's recommendation on the request, and the

Executive Director's decision on whether to proceed when they have

considered a request for inspection. The Panel's report on its

investigation and the management's response will also be made

public as will the Panels annual report to the Board.

3. Increased accountability of Bank staff. Rich arrives at this

recommendation by setting up the proposition that "pressure to

lend" is the rationale for rewarding staff and that all Bank

projects are harmful. This totally misrepresents the good that

most Bank projects bring about and insults a staff dedicated to

helping the world's poorest. It is difficult to seriously respond

to this recommendation. However the Bank is constantly evaluating

its work (it makes those evaluations public) and is making efforts



to improve project performance based on the results of those

evaluations. A review of the Bank's lending portfolio showed that

those projects that did not reach their overall objectives often

suffered because of weak implementation. Consequently, staff time

allocated to project implementation and supervision will be

increased and staff performance will be judged on their efforts at

this stage of project work.

4. Debt forgiveness is dealt with in an attached paper. But, it

should be mentioned that where debt is a barrier to development,

the Bank has sought ways to help countries through loans to those

countries participating in Brady-type agreements, and for the

debt-burdened low-income countries through special programs such as

the IDA Debt Reduction Facility (to help reduce countries'

commercial debt), the Fifth Dimension (to help IDA borrowers repay

outstanding IBRD debt), and the Special Program of Assistance (for

Sub-Saharan Africa countries).

5. Promotion of democracy, human rights, and social equity as well

as economic welfare and ecological balance. It is important to

realize that the Bank is not, nor should be, an all-powerful super-

governmental agency that affects changes in the policies of

sovereign governments. While decisions on the nature of electoral

processes must come from within, the Bank does promote openness,

fairness, transparency and adherence to the rule of law through its

policy guidance and technical assistance. Human rights are

improved through increased education and opportunities for the poor



and for women; social equity and economic welfare is addressed by

targeting the poor in projects and by providing funding for safety

nets in adjustment programs; and ecological balance is taken into

account in every aspect of the Bank's work from helping develop

National Environmental Action Plans, to requiring environmental

assessments for new projects, to funding specific projects for

protecting and improving the environment. It is widely recognized

by environmental groups and others that the biggest cause of

environmental degradation is poverty; by helping reduce poverty the

Bank helps reduce environmental degradation. Rich's analysis which

seems to suggest that development leads to a reduction of

democratic values, human rights, social equity, economic welfare,

and ecological balance is upside down. Poverty is the biggest

cause of all of these situations. The World Bank's overarching

objective is to reduce poverty in the developing world.

LSimmons

2/28/92



Guiarat Medium Irrigation II

Ouestions:

(a) Bruce Rich says "The Gujarat Medium II Irrigation Project, which

affects tribals similar to those who will be displaced by the

Sardar Sarovar Projects, was approved in 1984 without project

specific resettlement plans and despite documented resettlement

failures during the first Gujarat Medium Irrigation Project.

Subsequent supervision reported predictable widespread failure to

rehabilitate the nearly 90,000 people displaced by these dams."

(b) Mr. Rich goes on to say "the Bank is more concerned to accommodate

the pressures emanating from its borrowers than to guarantee

implementation of its policies."

Answers:

(a) Our information supports the statement that the project was

approved in June 1984 without project specific resettlement plans.

Our information shows that an overall Resettlement Action Plan was

prepared by the Government of Gujarat and submitted to the Bank in
December 1985.

(b) The SAR and the Legal Documents stated that the economic
rehabilitation of persons displaced by the sub-projects should be
carried out as part of the project. In 1991, the Bank took strong

action to push GOG in implementing the economic rehabilitation in
nine priority sub-projects. The Bank requested that socio-economic
surveys and RAPs be prepared with the assistance of NGOs. The RAPs
were submitted to the Bank and are being implemented. The last
credit extension has been granted only to insure that the R&R

component is well established and we are considering a possible

additional extension to consolidate present achievements and extend

them to the remaining 13 sub-projects.



GUJARAT MEDIUM IRRIGATION II PROJECT

(Credit 1496-IN)

A. Background

The project was appraised in January 1984. A Credit of SDR 164.3 million

(US$172.0 million equivalent) was approved by the Board of Executive Directors

in June 1984. The Credit was signed on June 29, 1984 and declared effective on

September 21, 1984. To date SDR 120.2 million has been disbursed and SDR 15.0

million canceled. The project is to be completed in 1996. However, the Credit

will be closed on March 31, 1994 after five closing date extensions.

B. Project Description

The main objectives of the project are to improve the standards of design

and construction and introduce an efficient, reliable and equitable water

management system in 28 medium irrigation schemes in Gujarat to enhance crop

production and farmers' income. In addition, the project supports resettlement

and rehabilitation (R&R) activities for project affected persons (PAPs) in all

sub-projects. Special emphasis has been placed on the economic rehabilitation

of oustees, introduction of rotational water supply (RWS), preparation of plans

for operation and maintenance (POM), and farmers' participation through the

creation of water users' associations. Under the restructured project, effective

February 1991, the project main objectives remained the same but its scope was

enlarged to include four additional sub-projects and the support of a Water and

Land Management Institute.

C. Resettlement and Rehabilitation Aspects

of the initial 28 sub-projects, only 22 have R&R components. It is

estimated that about 23,392 PAFs or about 140,000 PAPs have been affected by the

construction of 23 dams most of which were completed under Phase I of the project

(Credit 808-IN, approved in 1978 and closed in 1984). The SAR for the Phase II

project states that about 10,600 project-affected families still required

compensation in November 1983 and provides a rather good description of the type

of benefits and economic rehabilitation that should take place under the project.

Several covenants of the Project Agreement indicate that Rehabilitation

committees must be established in each sub-project and that satisfactory R&R

plans must be prepared and implemented. Schedule 3 of the Project Agreement

describes the provisions under which the project affected persons should be

rehabilitated. The Development Credit Agreement allows for the financing of

training, pilot operations, monitoring and evaluation of R&R.

The R&R component of the project is being implemented by the Directorate

of R&R of the Department of Water Resources (Irrigation). However, the economic

rehabilitation of PAFs comes under the responsibility of the District Rural



Development Agencies which are responsible for carrying out the social and

welfare schemes in the State. Each sub-project has an R&R Committee otherwise

known as R&R Guidance Cells. The Government of Gujarat (GOG) does not have any

R&R Act but has taken several Government Resolutions (GR) which serve as a basis

for implementing R&R under the project. In general, these GRs are satisfactory

to the Bank, though there is scope for improvements.

GOG's performance in R&R under the project has been mixed and did not

receive the required level of attention at the beginning of project

implementation. However, some improvements have been made as a result of the

Bank's increased focus on R&R over the past two years. Most PAFs have now been

compensated for the land and structures lost and resettled either in Government

resettlement villages or in sites of their choice. In general, landed oustees

have been able to recover an acceptable standard of living. GOG is taking steps

to improve payment of compensation to remaining oustees by preparing policy

guidelines for constituting peoples' courts to settle cases speedily. Civic

amenities are being completed with particular emphasis on roads and water supply.

The poorer oustees, particularly the tribals and scheduled caste households,

whose economic rehabilitation needs had not been adequately addressed earlier,

are now being brought under the ambit of economic support programs. The key

issue now is to complete all activities in a time bound manner, and to ensure

sustainable supply of support services to the oustees being given IRDP benefits.

In order to achieve full and proper rehabilitation for project outsees, GOG

with the help of a well established NGO - Foundation for Public Interest -, has

now (i) implemented a rapid rural appraisal of PAFs in 22 sub-projects to

determine the exact living conditions of the PAFs and status of the resettlement

villages, (ii) prepared an overall economic rehabilitation plan to be

implemented in three years for the 22 sub-projects, and (iii) selected, in

accordance with the Project Agreement, 9 sub-projects to serve as a pilot
operation. On the basis of the rural appraisal, a detailed Economic

Rehabilitation Action Plan was then prepared for the Sukhi sub-project with the

assistance of another well established NGO - Self Employed Women's Association.

This Action Plan, which is to be used as a model for the remaining sub-projects,

is to be implemented in three years by the District Rural Development Agencies

and comprises subsidies and soft loans to assist the PAFs in implementing a

number of income generating schemes including provision of dairy cattle, draft
animals, wells for irrigation and also income generating activities for women
such as tailoring, sericulture, and handicrafts among others.

D. Resettlement and Rehabilitation Action Plan

GOG and the Association have agreed that economic rehabilitation would be

implemented on a pilot basis in the 9 priority sub-projects, and that all
activities except the purchase of land and the payment of compensation would be

eligible for reimbursement under the credit. The program has begun with an

outlay of Rs. 9 M. The plans for these were prepared along the lines of the

Sukhi Action Plan.

GOG has implemented the main recommendations of the last two supervision
missions. An independent agency has been recruited for monitoring and evaluation

of R&R. Detailed economic rehabilitation plans for the remaining 14 sub-projects

are almost finalized. Several lift irrigation schemes are under implementation.
Camps are being regularly held in oustee settlements. R&R guidance cells meet



regularly.

The project was due to be closed, after a fourth extension on March 31,

1993. But in view of the considerable efforts developed by the recent

supervision missions and GOG's willingness to improve R&R implementation and

follow the Bank's recommendations, the Bank agreed on a fifth and last extension

of the closing Date to March 31, 1994. This extension, will give a chance for

the R&R Action Plans to be implemented under proper guidance and financing and

also allow the project to consolidate the present improvements, thus achieving

one of the project's main objectives.

Status of R&R Implementation

The Bank has been closely supervising the implementation of the agreed

action plan through several R&R supervision missions: first shortly after project

extension, second in August 1993, and third during the current supervision

mission. Though Gujarat has not yet reached the level of implementation that was

expected in the action plan, R&R performance has improved to a large extent. The

status of compliance with the agreed plan is summarized below. In particular,

Gujarat

(i) has recruited the Sardar Patel Institute of Public Administration

(SPIPA), an independent agency, to monitor and evaluate the implementation of the

agreed economic rehabilitation plan for the first sub-project at Sukhi;

(ii) has prepared detailed economic rehabilitation plans for the 9 priority

sub-projects with emphasis on economic rehabilitation of about 4,950 BPL PAFs;

(iii) has prepared plans and cost estimates to improve civic amenities, with

emphasis on access roads and drinking water supply in the 9 priority sub-projects

(iv) has established special courts to redress outstanding claims and in

particular inadequate land compensation;

(v) is considering the allocation of additional benefits to PAFs who had

received cash compensation in lieu of land;

(vi) is considering the enhancement of the package of benefits for housing

and construction of individual latrines;

(vii) is establishing irrigation schemes for PAFs in 11 sub-projects;

(viii) is taking steps for integrating Government resettlement centers into host

communities; and

(ix) has allocated Rn 9 M and spent Rs 6.5 M during FY 1993/94 for the

economic rehabilitation of about 500 BPL PAFs including the financing of wells

for irrigation, milch cattle, housing grants, the formation of farmers' groups

and other poverty alleviation schemes.

SEWA has taken up the economic rehabilitation of the Sukhi sub-project and

has initiated a number of income generating schemes for women based on poultry,

nurseries, leaf plate manufacturing, brick making, tomato cultivation among

others. SEWA has also been instrumental in resolving, though not completely, a

long outstanding issue of brackish water supply in four villages. Finally, SEWA



has been instrumental in improving the implementation of Government schemes for

all categories of PAF and also in improving relationships between Government

officials and PAFs.

SEWA's work program in the Sukhi sub-project has been evaluated by SPIPA

and found to be very effective. The evaluation report shows the need for a

participatory approach to economic rehabilitation of PAFe and confirms the role

NGOs can play in facilitating the implementation of government schemes and

redressing deficiencies.

FOLLOW UP ACTIONS

The implementation of R&R activities in the 9 priority sub-projects has

gained momentum and will require one more year to be completed. Government

officials and the NGOs involved in the economic rehabilitation process have both

expressed the desire to continue their activities in the 9 priority sub-projects

and even to expand them in the balance 14 sub-project with the Association's

assistance. In particular, the Chief Secretary expressed, in a meeting with

NGOs, the Government's willingness to expand ongoing programs to all sub-projects

and support NGOs' assistance in view of the results achieved.

Within the framework of a possible final one year extension from April 1,

1994 to March 31, 1995, Government officials have agreed to the following

actions:

(i) implement an action program costing about Re 70 H during FY 1994/95

covering all 23 sub-projects with the assistance of SEWA, FPI and other NGOs;

(ii) improve the rehabilitation plans for the first 9 priority sub-projects

with the assistance of FPI and finalize the rehabilitation plans for the balance

14 sub-projects. The revised rehabilitation plans would comprise Government

resettlement centers and self settled sites and cover all activities including

civic amenities, poverty alleviation schemes, irrigation schemes, and redressal

of outstanding claims among others;

(iii) activate the Special Courts set up to redress outstanding inadequate

compensation claims;

(iv) make poverty alleviation programs available to all categories of PAFs

including landed PAFs who received cash compensation in lieu of land and who have

been unable to regain a living standard equal to that enjoyed before

resettlement;

(v) enhance the package of benefits to housing and construction of individual

latrines;

(vi) expand the program of irrigation schemes for PAFs to all 23 sub-projects;

and

(vii) accelerate the integration of resettlement villages within the host

communities through the improvement of civic amenities and other activities as

appropriate.



SARDAR SAROVAR (NARMADA) DAM AND POWER PROJECT
(Credit 1552-IN, Loan 2497-IN)

A. Background

The project was appraised March 1983 - August 1984. A Credit of SDR99.7

million (US$100.0 million equivalent) and a Loan of US$200 million was approved

by the Board of Executive Directors on March 7, 1985. The loan and Credit were

signed on May 10, 1985. On March 29, 1993 the Government requested a

cancellation of the remaining amount of the Loan (US$165.54 million). The credit

was fully disbursed on September 17, 1992.

B. Project Description

The project consists of the construction of the Sardar Sarovar dam and

power complex in Gujarat, over a nine year construction period (1985-94). The

specific objectives of the project are to create a major storage and diversion

facility in the lower Narmada River valley and to develop, within existing

physical and legal constraints, the river's multiple purpose irrigation, water

supply and hydroelectric power potential to benefit more than 10 million people

in the drought-prone area of Gujarat and Rajasthan. The Dam and Power Project

and its companion Water Delivery and Drainage Project (Cr. 1553-IN) were closed

in July 1992 and March 1993 respectively. As per the latest information and R&R

policies, the estimates of submerged ares, and project affected persons, and

entitlements and benefits in the three party states are summarized in the

following table:

Table 1: Submerged Areas and Project-Affected Families/Persons

Madhya

Gujarat Maharashtra Pradesh Total

Area submerged (ha) 7469 9399 20722 37590

Villages (No.) 19 3 193 245

Families (No.) 4500 27311 33014 40245

Persons (No.) 18000 19650 89796 127446

R&R Program (Yr.) 1992-4 1993-7 1994-97 ---

I/ Likely to increase to 3500 when socio-economic surveys are completed.



Table 2. Comparison of Entitlements to Rehabilitation Benefits:

NWDT Award and State Provisions

Item NWDT Award Madhya Pradesh Gujarat Maharashtra
1 2 3 4 5

A. Individual Benefits

1. Land Allotment a. Landed Oustees 25% or m ore land As per NWDTl As per NWDT Award.
submerged entitled A d d i t i o n a L A d d i t i o n a I
to minimum 2 ha. Benefits: Co- Benefits: Co-
irrigable Land with sharer and joint shares and joint
a ceiLing set by holder will also holder wilL get
the state g e t L a n d minimnu 2 ha.

equivaLent to land.As per NWIT
their shares in Award. Additional
submerged land if Benefits: Co-
Land is recorded shares and joint
in their names. holder will get

minimun 2 ha. land.

b. Encroacher Oustees No provision for 1 ha. to 2 ha. Land 2 ha. Land for 2 ha. Land for
land for encroached Land encroachment one encroachments upa to

coming under year prior to 31.03.78 and cash
submergence with issuance of compensation for
13.04.87, cut-off notice for land the baLance Land if
date and cash acquisition, and any.
compensation for cash compensation
the balance of land for the balance
if any. of land if any.

c. Landless Oustees No provision for a) L a n d L e s s a) 2 ha. Land. (a)(b) - I ha. Land

land agricuLtural if Oustee moves
I a b o u r e r . b) Land for shop with others.
Economic package a t
a Rs 29,000 each resettlement

site and Rs
b) Other landless 5 , 000 a s

(except SC/ST Rs f i nanc i a L
19,500 each. assistance.

d. Major sons of above No provision for a) Major sons of a) Major sons of 1 ha. Land to each

categories of land SC/ST. SmaLL all categories major son and

Oustees and marginal of Oustees unmarried major
farmers and except non- daughter.
I a n d l e ss agricultural
agricutturaL Landless - 2 2
labourers; ha. Land each.
Economic package
a Rs 29,000 b) Major sons of
each. n a n -

agricultural
b) Major sons of l and t e ss

other Oustees family - Land
Economic package for shop at
a Rs 19,500 relocation
each. sites and Rs

5,000 - as
f inancial
assistance.

2. House Plots Oustee and major As per NWDT Award. As per NWIT As per NWOT Award.
son will get Award. A d d i t i o n a I
house plot of Benefits: Major

1/ NWDT means National Water Dispute Tribunal.



size 60' x 90' unmarried daughter
free of cost. also entitled

separately.

3. Rehabititation Rehabilitation Rehabi li tat i on As per NWDT As per NWDT Award.

Grant. Grant-in- grant of Rs 750/- grant of Rs 11,000 A w a r d . A d d i t i o n a I
aid. Subsistence inclusive of to SC/ST small and A d d i t i o n a L Benefits:

allowance, etc. transportation marginal farmers. Benefits: a) subsistence

charges to each L a n d I e s s a) Subsistence allowance RAs
family and major a g r i c u LturaL allowance of 15/- per days
son. laborers & their Rs 15 per day for 300 days.

major sons. for 300 days. b) Cost escalation
Grand-in-aid up b) C o a t of 8% per year
to Rs 500/- for For other Oustees escalation & from 1980 on
each family if and their major 8% per year rehabilitation
t o t a I sons S Rs 5,500/-. from 1980 on grant.
compensation rehabiLitatio c) Productive
received is less n grant. assets up to Rs
than Rs 2,000/-. c) Productive 14500/- under

assets 0 Rs different tribal
5000/-. wel fare schemes.

d) S p e c i a L (Major unmarried
Assistance of daughter will
Rs 10,000/- to a t s o g e t
c o n s t r u c t separately).
Pucca house
plinths.

4. Transportation Included in A d d i t i o n a l Addi t i onal A dd i t i onal
Grant Rehabilitation Benefits: Free Benefits: Free Benefits: Free

grant of Rs 750/- transportation will transportation transportation will
be provided for will be provided be provided for
shifting (if not for shifting. shifting.
taken, a lump sun
grant of Rs 500/-
to be given).

5. Compensation As per Land More liberal than As per NWDT As per NWDT Award.

a) Land Acquisition Act NWDT Award. Rate Award.
in operation at of compensation for
the time of acquired land on
acquisition. the basis of price

of similar land in
the adjacent
colnnand area.

b) Houses As per Land More liberal than As per NWDT As Per NWDT Award.
Acquisition Act N W D T A w a r d Award.

(replacement value
of acquired
houses).

6. Civic Amenities 1. One primary As per NWDT Award. As per NWDT As pre NWDT Award.
school (3 A d d i t i o n a l A w a r d . A d d i t i o n a t
rooms) for 100 Benefits: A d d i t i o n a L Benefits:
families 1. T h r e s h i n g Benefits: 1. Play ground for

2. One Panchavat ground. 1. Provision of school (1 acre
Ghar for every 2. Cremation & MWDT Award has for primary and
500 families. burial ground. been relaxed 2 acre for

3. One dispensary 3. Social amenities for providing secondary).
for every 500 f o r e a c h c i v i c 2. Public latrines.
families. municipal town amenities as 3. Open place for

4. One seed store v i z w a t e r p e r collection of
for every 500 supply, sanitary requirement at animals.
families. arrangements, relocation 4. K h 1 a w a d i

5. One children's etc. sites. (Threshing
park for every platform).
500 families. 4. A n y o t h e r 2. T r a n s i t 5. S.T. Stand.

6. One village facility such as accommodation 6. Grazing Land.
pond for every middle school 7. Open place for
50 families. w h i c h w a s Bazaar.

7. Drinking water existing in the S. Cremation/



wel L w i t h affected village burial ground.

trough for a n d i t s 9. Internal road.
e v e r y 5 0 improvement. 10.T ransit accom-
families. modation.

8. Each colony
should be
Linked to main
road by roads
of appropriate
standards.

9. One tree
platform for
every 50
families.

10.One religious
place worship
for every 500
families.

11.Electrifica-
tion, water
s u p p l y
sani t ary
arrangements,
etc.

7. other facilities Nil 1. Grant-in-aid of 1. E x - g r a t i a 1. House building
Rs 1000/- per payment to (interest free
ha. per year for cover the loan). 0) Land
2 years if difference of holder Rs
interest-free c o a t o f 8,000/-.
loan is not allotted land (ii) Landless
taken. and acquired laborers Rs

2. E x - g r a t i a land. 4000/-.
payment to cover 2. Vocational and 2. Preference in
the difference ITI training employment of
of cost of to Oustee CLass-iII & IV
allocated land families. P o s t s and
and acquired 3. Preference in reservation in
Land for SC/ST employment. project.
and other land 4. Implementatio 3. Implementation
owners owning n of all of aLL existing
Land up to 2 ha. e x i s t i n g welfare scheme
For others ex- w e I f a r e at relocation
gratia @ Rs 2000 schemes at sites.
per ha. or 50% r e l o c a t i o n 4. Occupancy price
o f t h e sites. and development
difference in c o a t f o r
the cost of allotted Land at
allotted land Taloda or nearby
and acquired in Maharashtra
Land which ever wilt not be
is less. charged to

Oustee fami Lies.

3. Preference in
Government
employment and
age relaxation
in government
jobs.

4. Implementation
of all existing
welfare scheme
at relocation.



C. Resettlement and Rehabilitation Issues

Implementation of the project has been severely criticized because of inadequate

policies and tardy implementation of the required R&R program, as well as delays in the

assessment of the project's environmental impact and the formulation of the requisite

environmental management plans.

In June 1991 the World Bank commissioned an independent review of the R&R and

environmental aspects of the project. The review was completed in June 1992 and

confirmed a number of deficiencies in the policies and implementation of the R&R

program. In particular, it blamed: (a) the Bank for not following its own guidelines

on involuntary resettlement which require that comprehensive R&R plans be prepared and

approved prior to project approval, and (b) the Borrower for inadequate R&R policies

and poor implementation mostly in Maharashtra and Madhya Pradesh. The Independent

Review concluded that satisfactory R&R implementation would not be possible unless

policy and implementation are improved considerably.

Building on the review, Bank staff worked with respective government agencies to

develop an agreed detailed action plan which involved a number of improvements in R&R

policies, organization and management, tighter linkages between progress on R&R and dam

construction and strengthening of environmental planning and monitoring of potential

environmental impact. In October 1992, the World Bank's Executive Directors agreed to

continue support for the project on the basis of the agreed detailed action plan.
Continued Bank support was, however, made contingent on a number of key benchmarks to

be met by March 31, 1993. On March 29, 1993, the Government of India requested the

Bank to cancel the remaining undisbursed portion of the Loan for the Sardar Sarovar

(Narmada) Dam and Power project and announced that it had decided to complete

construction work on its own. In advising the World Bank of its decision, Indian

authorities emphasized that they remained committed to full implementation of the

Government's previously announced action plan covering resettlement and rehabilitation

(R&R) of people affected by the project as well as steps to assess and mitigate

environmental risks.

D. compliance with the Benchmarks

The Borrower's compliance with the benchmarks were submitted to the Bank on

August 5, 1993. The report on the Attainment of Performance Benchmarks shows that the

Borrower has met about 80% of the benchmarks, including: (i) a tribal study and

analysis of each state, (ii) an improved system for monitoring and evaluating the

implementation of the R&R program through a computerized MIS and the assistance of the

three prominent social science institutes, (iii) the creation in Gujarat of a new R&R

organization coming directly under the Chief Minister, and (iv) the strengthening of

the existing R&R organizations in Maharashtra and Madhya Pradesh (HP). The

certification process linking R&R implementation to dam construction had been

established and was working reasonably well.

The action plans in Gujarat and MP were updated based on new surveys, but the

number of PAPS in MP who are to move to Gujarat appears inflated. Maharashtra has

obtained clearance from the Department of Environment and Forest for release of about

1,500 ha and MP had identified, but not purchased, about 1,612 ha of agricultural land.

There has still been no inter-state agreement on the sharing of R&R costs.

To date Gujarat has resettled about 4200 PAF (93%), Maharashtra 1262 PAFs (46%)

including those resettling in Gujarat, and MP 1400 (4%) all of whom which have



resettled in Gujarat. Maharashtra resettlement program is hampered by anti-dam

resistance in about half the villages. MP's resettlement program in both MP and

Gujarat is not progressing at the required pace. Because of slow progress in

Maharashtra and MP, dam construction is likely to be affected in 1994-95 and possibly

in the following years.

On two occasions in 1993, the closing of the construction sluices at the foot of

the dam, was delayed. The gates were closed on February 23, 1994.

(a) These sluices are a set of temporary openings (10 in number) at El.18 m in the

body of the dam provided purely as a part of diversion arrangement to pass the

discharge in the river during low-flow periods. They have very little impact on the

flood levels during the monsoon seasons, whether they are closed or not. Water levels

on the upstream of the dam are governed by the volume and intensity of flow. These

sluices are in no way linked to the R&R programming.

(b) It is very well known that the stilling basin area on the downstream of the

sluices has so far been left untreated. Only the closure of the sluices would enable

such treatment to ensure safety of the dam structure. The importance of dam safety is

an accepted fact. It was earlier planned to take up the treatment before the monsoon

of 1993. The same could not, however, be carried out at that stage due to problems in

the R&R implementations in Maharashtra. As such the decision on the closure of the

sluices was postponed to the construction year 1993-94 before the onset of monsoon of

1994. closure of the construction sluices now will give just sufficient time to

complete the minimum precautionary measure for the safety of the dam.

(c) Even though the closure of the construction sluices is in no way related to the

R&R programme, it was still examined by the SSCA and NCA. Maharashtra has confirmed

that the R&R in their State has been completed up to E1.69 m. Gujarat has also

completed R&R up to this evaluation. Madhya Pradesh is not affected at this elevation.

Flora and fauna studies up to this elevation have been completed and other

environmental aspects have also been taken care of.

(d) In addition to the construction sluices, four river sluices have been provided

in the dam at EL.53 m. As a result of closure of the construction sluices, the

permanent pondage level would rise to a maximum of El. 59 m and will remain at or below

this level up to June 1994. During the monsoon of 1994, the water would raise

depending on the volume of flow but would recede to E1.59 m or below after the monsoon.

The river sluices would ensure fluctuation of the water level in the reservoir during

non-monsoon season, not only 1994 but also in 1995 till June between El 53 m and El 59

m only. As brought out earlier, R&R in respect of this permanent pondage has been

fully completed.

(e) This downstream environmental effect has also been studied in detail and

adequate and appropriate steps have been taken to meet the minimum requirements of

flow, etc.

(f) As regards further raising of the levels of the dam blocks, this has been

carefully considered, linking the same with the progress of R&R. Maharashtra has

stressed the urgency and need to make available additional 1500 ha. of forest land for

R&R to enable shifting of the PAPs of the Akkalkuva taluka who would be affected by

submergence between levels of 69 m and 80.3 m. Ministry of Environment & Forests has

since, issued clearance for release of this 1500 ha. forest land.



(g) In view of the above position, the GOI has now decided to proceed with further

works as detailed below:

(i) Plug Construction sluices at El 19.0 m.

(ii) Spillway Blocks 30 & 31 will not be raised above El, 69 m; Block No. 43 will

not be raised above El 70.2 m and Spillway Block Nos. 44 to 48 would be kept at El.

80.3 m, till further review is taken.

(iii) The levels of various blocks would be such that the affluxed level of El, 100

m, for flood of 100 year return period, would not be exceeded at any stage during the

1994 floods. The levels of blocks to satisfy the above condition are arrived at by

analysis and confirmed by model tests.

(iv) All arrangements will be made for taking care of temporary submergence in the

villages corresponding to the affluxed level of El, 100 at dam site for flood with 100

year return period.



Upper Krishna

Questions:

(a) Bruce Rich says, "Upper Krishna I project ... closed in 1986 with a

backlog of 100,000 people still to be resettled ... Upper Krishna

II, a project with 250,000 outsees, was not supervised during a

critical phase of implementation."

Was there really a backlog of 100,000 persons to be resettled from

Upper Krishna I? When was Upper Krishna II not supervised and was

it a critical phase of implementation?

Answers:

The UKP II project did pick up a backlog of about 22,526 Project

Affected families (PAFs) or about 135,000 project affected persons

(PAPs) affected by the Narayanpur dam who had not been properly

resettled under UKP I. The status of oustees affected by

Narayanpur dam is well documented in the OED Report. The Bank was

aware of the problem and included a detailed R&R component under

the UKP II project which was considered as one of the best at that

time. Socio-economic surveys and action plans for the Narayanpur

dam as well as for the Almatti dam and the canal affected persons

were prepared with the assistance of MYRADA, a well established

NGOs, and became part of the UKP II SAR and Legal Documents.

The UKP has been supervised at regular six month intervals since

its inception. Particular attention has been dedicated to R&R

aspects and as implementation was not satisfactory, the Bank

suspended disbursements in October 1992. Disbursements were

reinstated in February 1994 after considerable progress had been

made in the policy institutional, and implementation aspects of the

R&R component.



UPPER KRISHNA (PHASE II) PROJECT

(Credit 2010-IN, Loan 3050-IN)

A. Background

The project was appraised in February, 1988. A Credit of SDR 119.0 million

(US$160.0 equivalent) and a loan of US$165.0 million were approved by the Board of

Executive Directors on May 4, 1989. The Loan and Credit were declared effective on

August, 1989. US$120 million of the Loan has been canceled. Disbursements were

suspended on November 3, 1992 and partly lifted in February, 1993. Full disbursements

were reinstated on January, 1994. The closing Date of the Loan and Credit is December

31, 1996.

B. Project Description:

The main objectives of the project are to increase agricultural production,

incomes and direct employment opportunities for some 100,000 families in the drought-

prone northern part of Karnataka by: (i) expanding irrigation over 150,000 ha, (ii)

providing resettlement and rehabilitation (R&R) for project affected persons (PAPs) to

ensure the restoration or enhancement of their living standards, (iii) strengthening

Karnataka technical and managerial skills in irrigation project management, design,

construction and O&M, and (iv) contributing toward an effective anti-malaria campaign.

The project is the continuation of the Upper Krishna (Phase I) Irrigation Project

Credit 788-IN approved 1978 closed 1986) which was implemented with Bank/IDA

assistance.

C. Resettlement and Rehabilitation Aspects

The project comprises the Narayanpur dam which was completed under the first

phase of the project and the Almatti dam which is to be raised to its spillway level

under the project. The project provides for the R&R of 28,000 project affected

families (PAFs) who will be affected when these two reservoirs are filled to their full

supply level and an additional 12,000 project affected families (PAFs) who will be

affected by the construction of canals, drains and roads in the command areas. The

project SAR and legal documents give a thorough description of the R&R component and

activities to be carried out by Karnataka and financed under the project.

The Government of Karnataka (GOK) has prepared a Resettlement and

Rehabilitation (R&R) Act which is not yet effective pending the signature of the

President of India. In the mean time, the R&R policy applicable to the project has

been amply discussed with the Bank before and after appraisal and has been translated

into a number of Government Orders issued 1990, 1991 and 1992. The GOK also prepared

with the assistance of MYRADA - a well established NGO - a detailed R&R plan for both

dams in 1989.

Though adequate policy, legal and planning frameworks exist, Karnataka's R&R

performance has not been satisfactory since project inception. In the Narayanpur



reservoir area, many oustees have not been adequately compensated for the loss of land

and some are still refusing to move to government resettlement villages for various

reasons, including inappropriate location and inadequate infrastructure. In general,

there is a large backlog in the allocation of replacement land and implementation of

income generating schemes as per the legal documents. In the Almatti reservoir area,

implementation of the resettlement plan is about one year late.

The Bank has succeeded, through intensive R&R supervision missions, in

establishing a better dialogue with GoK and in raising the consciousness of Government

and project officers on R&R issues over the past two years, particularly since the

award of the contract for resuming construction of the Almatti dam in July 1991. But,

as progress was still not satisfactory, the Bank sent letters to GOK dated March 30 and

September 9, 1992 indicating that, unless several actions were taken to redress the

prevailing situation, disbursements would be suspended. Among these actions were the:

(a) reorganization and strengthening of the project R&R wing, (b) posting of a General

Manager with the requisite administrative and financial powers at the head of the R&R

wing, (c) consideration of adult sons as separate landless families in accordance with

the legal documents, (d) updating of the short and long term plans for the Almatti dam

in line with past experience, (e) improvement of the land acquisition and land

allocation procedures, (f) reduction of the large backlog in economic rehabilitation

activities, and (g) redressal of large number of land compensation claims.

D. Resettlement and Rehabilitation Action Plan

A mid-term review mission was organized in July 1992 which was followed up by

a R&R mission in October 1992. Both missions recognized that GOK had taken a number

of decisions and issued most of the Government Orders required to address the points

made in the Bank's letters. In particular, GOK had posted a General Manager R&R and

recognized adult sons as separate landless families but had not yet improved its

performance in the field. As a result, the Bank decided to suspend disbursements as of

November 3, 1992 and informed GOK that a two step procedure would be followed to resume

disbursements : first disbursements for the R&R component would resume after certain

agreed benchmarks would be implemented regarding the issuance of additional Government

Orders on improved benefits, updating the list of eligible PAFs, revising the Almatti

R&R Action plan and linking further dam construction with R&R plans; and second

disbursements for the project as a whole would resume when there is tangible proof of

satisfactory R&R implementation in the field as per a second set of benchmarks on the

number of compensation claims redressed, the number of agricultural replacement land

allocated, the number of income generating schemes implemented among others.

Following suspension, the list of benchmarks was agreed with the GOK and

communicated to them by letter of November, 30, 1992. Thereafter, the Chief secretary,

GOK sent the Bank a letter dated December 8, 1992 in which he "reiterates the assurance

of the Government of Karnataka that the Almatti dam spillway will not be tackled till

such time the R&R picks up to keep up with the relocation program." In addition, GOK

has sent copies of two additional Government Orders relating to treating major sons as

landless families and establishing a high power R&R decision making committee at GOK

level.

A supervision mission in February 1993 determined that GOK had made

considerable progress in meeting the benchmarks for lifting suspension. In particular,

the R&R wing had become operational and an initial amount of Rs 10 M had been allocated

for implementing the agreed plans. Brochures on the revised package of benefits had

been widely distributed to PAFs and motivators had been recruited from the affected



villages to act as liaison persons between the Resettlement Officers and the PAFs. In

addition, Committees at GOK and project level had been established to coordinate R&R

activities, as well as Local Grievance Cells for expediting outstanding court cases on

inadequate land compensation, and Land Valuation Committees to acquire land by consent

at market price. A plan linking the Almatti dam construction to R&R implementation had

also been prepared. As a result, the PAFs and the Bank regained confidence in the

GOK's determination to implement satisfactory R&R and the Bank proceeded with a partial

lifting of suspension for the R&R and canal component as of February 26, 1993. The

suspension of disbursement was maintained on the Almatti dam until some further

benchmarks have been met. These refer to the issuance of ex-gratia payments for the

purchase of land, the resolution of outstanding court cases and the acquisition of land

by consent award.

A follow up supervision mission which was briefly delayed due to the tragic

death of General Manager, R&R in October, 1993, eventually visited the project during

November 15 to 20, 1993. The basic objective of the mission was to review the status

of R&R implementation and determine whether all conditions for lifting suspension of

disbursement on the Almatti dam have been met. The mission visited the city of

Bagalkot (submergence in 1994) six priority villages in Almatti dam area (submergence

in 1994) canal affected villages, villages of Narayanpur dam area, and corresponding

RCs (Rehabilitation Centers).

The mission observed continued progress in the implementation of the R&R

program, particularly with reference to just and expeditious payment of compensation

and accelerated pace of house building and infrastructure activities in RCs. It found

that while noticeable progress has been made in purchase of replacement land (665 joint

accounts, 195 sale deeds) and house construction activities (2257 joint accounts),

further efforts are required to (a) complete R&R action plan for the six priority

villages of Almattie as per mission guidelines; (b) make good the shortfall and

inadequacies in issuance of consent award and resolution of pending compensation cases

through Lok Adalts; and (c) make R&R machinery operational by staffing legal, technical

and monitoring cells. The GOK assured that required action for meeting the aforesaid

benchmarks would be completed by December 15, upon which Bank would lift the suspension

of Almatti dam.

The mission was pleased to note the increased ceiling for stamp duty waiver in

favor of the PDF for purchase of replacement land (from Re. 30,000 to Rs. 60,000), and

augmentation of R&R funding to the extent of Rs. 700 m for 1993/94. While concluding

the visit, the mission recommended updating socio-economic survey of the Bagalkot town

and recognizing major sons and municipal tenants as independent families. It was also,

proposed to entitle all below poverty line PDFs of Bagalkot town for ex-gratia grant

for house construction. The mission further advised for immediate enumeration of DPFs

through issue of personal ID Cards and induction of NGOs to strengthen community

participation during resettlement and rehabilitation. Besides the project was asked

to evolve an annual contingency plan for villages, to meet the eventuality of possible

floods.

A mission visited the project sites in January 1994, and after reviewing the

outstanding issues as noted by the previous November, 1993 mission, progress in

achieving the remaining outstanding benchmarks, was convinced that sufficient progress

had been made, to recommend the lifting of the suspension of disbursements. On

February 9, the Department formally requested the lifting of suspension to senior Bank

management and this was approved.



Effective Portfolio Management: Resettlement in the Upper Krishna II
Project

Nearly 200,000 people will be resettlement because of the Almatti and Narayanpur dams being
built in the Indian state of Karnataka. The project's appraisal report and legal documents provide
thororough descriptions of the resettlement activities to be carried out by the Government of Karnataka
and financed under the project. A resettlement action plan was prepared with the assistance of a large

non-governmental organization (MYRADA) as part of project preparation and appraisal, and a pilot
program tested the feasibility of the project's resettlement proposals.

During the first years of the project (1989-1990), Karnataka's performance was not
satisfactory. Following a mid-term review and follow-up supervision, the Bank suspended
disbursements. Re-instatement of project disbursement would follow a two-step procedure: (i)
disbursements for the resettlement and canal components could begin once benchmarks were met that

expanded entitlements and linking resettlement and civil works timetables; and (ii) disbursements for

the project as a whole would resume once replacement agricultural land had been purchased and
income generating schemes were started. In all, the Bank set 10 monitorable benchmarks that had to be
met before the full suspension woul be lifted.

Although resettlement had been relatively neglected in the past, the Government responded to
the suspension by appointing a high-level committee to ensure that the benchmarks would be met.
Resettlers were informed of their rights, the project's resettlement wing became operational, and money
was allocated to the resettlement works. Despite these improvements the Bank maintained the

suspension until the full set of benchmarks were met. Over the next year, close supervision and
sustained discussions with the government helped the Borrower meet all ten benchmarks, and the

suspension was lifted in March, 1994.

Although it was premature to call the resettlement program in Upper Krishna a success,

several important lessons were learned about managing problematic resettlement components. Prompt
action by Bank management sent the borrower a clear signal that resettlement performance counted as
much as performance on other project components. In addition, the creative use of legal remedies -- the
partial suspension -- allowed the borrower to compensate for the time lost on resettlement so that when
disbursements resumed, the resettlement and engineering timetables were again synchronized. Finally,
insisting on full compliance with the Bank's benchmarks rather than hoping for incremental

improvements led to major improvements in the Borrower's approach to the entire resettlement
program.

Upper Krishna



Subernarekha

Question:

(a) Bruce Rich says, "Although the World Bank issued its first

environmental review guidelines in 1984, an environmental

assessment for the project was not completed until 1990,- twelve

years after construction began on the Chandil dam, and nearly a

year after the last funds from the Bank's US$127.0 million 1982

loan were disbursed. The Bank itself acknowledged that the study

was totally inadequate; it was based mainly on old government data

rather than scientifically competent field work, and ignored a

number of major issues".

Answer:

The Subernarekha I project was approved prior to the publication of

the Bank's guidelines on Environment in 1984. Therefore, the Legal

Documents did not contain any covenants on the environment.

Complete Environment Impact Assessments (EIAs) and Environment

Mitigation Plans (EMPs) were prepared in 1990-92 with foreign

assistance for the possible financing of two follow up projects

namely the Subernarekha Multipurpose II Project in Bihar and the

Subernarekha Irrigation Project in Orissa. The Bank staff reviewed

these documents and found them satisfactory and in line with the

Bank's guidelines.

Question:

(b) Bruce Rich says, "By the summer of 1988, the gates of the Chandill

dam had closed, threatening some 100,000 hapless Indian tribal poor

stranded without viable alternative means of subsistence."

Answer:

The construction sluices at the foot of the Chandil dam were not

closed in 1988 but in 1992 creating permanent submergency for only

16 villages with about 2,500 PAF or about 15,000 PAPs, out of about

110 villages to be affected when the dam is completed. To date,

the crest gates are still not completed and no permanent

submergence has taken place for the balance of villages.

ouestion:

(c) Bruce Rich says, "Belatedly, on October 8, 1988, the Bank suspended

loan disbursements, and postponed again the closing date for the

project. The Bank recommended funding in 1990, arguing that there



had been sufficient improvement in the resettlement situation to

justify renewed support for the project, and started to prepare two

new loans for Subernarekha, totaling US$375.0 million."

Answer:

The Subernarekha I project was suspended for about six months in

1988/89 because of poor R&R implementation and was reinstated after

a satisfactory R&R plan had been submitted. Shortly after, the

project closed in 1989.

Question:

(d) Bruce Rich says, "As all of this was occurring, (April 5, 1991, 500

people began a sit-in at Icha dam in Bihar; April 9, police

arrested and detained about 250 protesters; May 13, 10,000 people

marched on Patna demanding the release of the detainees) the World

Bank still forged ahead in preparing huge loans for the two new

projects to complete the scheme, the Subernarekha Irrigation

Project and the Subernarekha Multipurpose II Project. The new

loans would reward the project authorities and Indian officials who

have created an environmental and human rights nightmare with well

over a third of a billion dollars. In spring 1993, the Bank

withdrew these projects from its lending pipeline. However, new

irrigation consolidation projects for the states of Bihar and

Orissa are in preparation which would support the completion of the

new projects."

Answer:

When considering the possible financing of two follow up projects,

the Bank observed that the agreed R&R plan for Subernarekha I had

not been implemented satisfactorily by Bihar and that Orissa's R&R

performance was not up to acceptable Bank standards. The Bank,

therefore, required the two states to upgrade their R&R policies,

carry out fresh socio-economic surveys and prepare Resettlement and

Rehabilitation Action Plans (RAPs) with the assistance of NGOs. In

addition, the Bank set a number of benchmarks that both states had

to meet as tangible proof of satisfactory R&R implementation before

the two projects could be processed further.

In late 1993, the Bank determined that both states had broadly

complied with its conditions and had given proof of satisfactory

R&R implementation. However, these two projects were withdrawn

from its pipeline and neither have been included under the Water

resource consolidation Project in Orissa which is under active

consideration for Bank financing. For the present time, the Bank

is not considering the financing of a Bihar Water consolidation

project.



SUBERNAREKHA IRRIGATION PROJECT

(Credit 1289-IN)

A. Background

The project was appraised in November/December 1981. A Credit of SDR 116.3

million (US$127.0 million equivalent) was approved by the Board of Executive Directors

on August 10, 1982, signed on September 7, 1982 and declared effective on December 1,

1982. The Credit has been fully disbursed and the Credit closed on April 31, 1989 after

two one-year Closing Date extensions.

B. Project Description

The main objectives of the project were to enhance crop production and farmers'

income through the implementation of a time slice of the two-state Subernarekha

Irrigation System. The project was implemented mostly in Bihar. Its main components

were the partial completion of Chandil dam and its left bank main canal, the Ichha dam

and its right bank main canal, the Kharkai canals and also the Galudih barrage and

right bank link canal leading to the border of Bihar with Orissa. Other components

included the construction of 21,000 ha of distribution networks, the establishment of

Water and Land Management Institutes in Bihar and Orissa and studies for the completion

of the project in Bihar and Orissa.

C. Resettlement and Rehabilitation Aspects

The project involved the construction of (a) the Chandil dam (Bihar) which is

now almost complete except for the crest gates and (b) the Ichha dam (Orissa) which was

started in 1990 but was stopped in 1992 for lack of funds. At full reservoir level,

the two dams will affect about 14,000 PAFs in Bihar and 3,800 PAFs in Orissa. At

present, the Chandil dam affects 6 villages completely and 10 villages partly during

the monsoon season but the Ichha dam does not affect any persons or land. In addition,

about 5,200 PAFs will be affected by the construction of three smaller reservoirs in

Orissa namely Haldia, Jambira and Baura. Of these three reservoirs, only Jambira is

in its initial stages of construction and is presently affecting 7 villages. The

completion of Jambira and possibly the other two reservoirs is being considered under

a Second Phase project.

The legal documents required that Bihar carry out an evaluation of its

rehabilitation activities, formulate resettlement and rehabilitation (R&R) plans and

prepare implementation schedules not less than two years before the submergence of the

Chandil and Ichha reservoir. However, the R&R activities were to be entirely funded

by Bihar without the assistance of the Association. Implementation of R&R was not

satisfactory during project execution, particularly concerning the preparation of

rehabilitation plans and implementation of R&R for the Chandil dam. In 1988, the Bank

suspended disbursements because of inadequate planning and excessive delays in R&R

implementation relative to dam construction. Disbursements were resumed six months

later after submission of a satisfactory R&R plan, but the project closed soon after,



in April 1989. Subsequent Bank missions for the preparation of a possible Phase II

project determined that the R&R plan has not been implemented as agreed.

The status of R&R implementation of the 2,500 PAFs who live in the 16 villages

located below the crest level of the Chandil dam was in July 1992 was as follows. The

majority have been resettled in new villages with house plot and house construction

grants, but the economic rehabilitation of these PAFs has been constrained by the

difficulty of finding replacement agricultural land. As a result, about 600 PAFs had

been given government jobs, about 50 PAFs had been given government land and the

balance 1,850 PAF are waiting to be given either replacement land, government jobs or

to be covered by income generating schemes. Most of these PAFs return to their paddy

fields in the reservoir as soon as the water level allows it.

This project has been under severe criticism from national and international

activists for a number of years. The criticisms related to the inadequacy of the

compensation package, the corruption of the Resettlement Officers, and the harsh

treatment of tribal oustees by the Bihar Government, among other things. The

criticisms were, aggravated in August 1991, when a severe flood of the Subernarekha

river affected 48 villages at the Chandil dam and two PAFs were said to have died. The

official report says that the deaths were due to other reasons. Six villages were

completely flooded, 12 partly flooded with 30% houses affected and 29 had only paddy

fields affected.

As part of the preparation work for the proposed second phase project, Bihar

and Orissa have considerably upgraded their R&R policies to meet the Bank's

requirements and standards. The revised policies of Bihar and Orissa for the

Subernarekha projects are quite similar and include: (i) treating affected unmarried

sons of 18 years of age or more as landless oustee families, (ii) construction of

resettlement villages with civic amenities, (iii) allocation of a minimum of two acres

of irrigated land for oustees having more than four acres under rainfed conditions and

cash compensation beyond the allocated area at market price, (iv) allocation of one

acre of irrigated land and vocational training for landless oustees, (v) establishment

of Land Purchase Committees to stabilize land prices and facilitate transactions

between sellers and buyers, (vi) allocation, within certain limits, of permanent

government jobs for landless oustees instead of the one acre irrigated land, (vii)

allocation of a housing grant for oustees living in or outside resettlement colonies,

(viii) provision of a resettlement grant comprising a one year subsistence allowance

and a two year package of farm inputs, (ix) participation of oustee representatives in

the district and project level R&R committees, and (x) establishment of a Directorate

for R&R within the Revenue Department.

D. Resettlement and Rehabilitation Action Plan

At the Bank request and with the assistance of Japanese Trust Funds, Bihar and

Orissa have recruited well established NGOs - namely Xavier Institute of Social

Sciences for Bihar and Operational Research Group for Orissa - to assist them in the

implementation of a social economic survey of PAFs for all dam sites and to prepare

resettlement action plans. In July 1991, a pre-appraisal mission informed Orissa and

Bihar that the Bank would not process the proposed second phase project any further

until they demonstrate tangible proof of satisfactory implementation of R&R. As

"tangible proof of satisfactory implementation" were the completion of the socio-

economic surveys and R&R Action Plans for each dam site, and also the completion of R&R

activities in all respects in the first 16 villages affected by Chandil dam (Bihar) and

the first 7 villages by Jambira reservoirs (Orissa). The specific actions requested



included the issuance of 'Vikas Pustika' (household identity cards) to all eligible

oustees, payment of compensation grants, allocation of house plots in resettlement

sites together with house construction grant, and purchase or make available

agricultural land through clearance of Government land or the purchase of land through

the Land Purchase Committees to all eligible oustees.

A fact finding mission organized in June 1992 to Bihar and Orissa determined

that these two states were making good progress. In particular, the Xavier Institute

had completed the socio-economic surveys for the first 70 villages of Chandil and

submitted a preliminary R&R plan for that dam, and the Operational Research Group had

completed the socio-economic surveys and prepared detailed R&R plans for the Orissa

portion of the Ichha dam and the three command area reservoirs. In addition, Bihar had

recruited a rural architect to design houses for oustees and made use of local NGOs for

initiating income generating schemes in some of the first resettlement villages.

Orissa had completed with the assistance of the Operational Research Group a study on

sabai grass rope making as a source of income for oustees and another study on

encroachers. Nevertheless, the mission determined that Bihar and Orissa had still not

fulfilled the Bank's conditions for tangible proof of satisfactory R&R implementation

in the first 16 villages in Bihar and 7 villages in Orissa. The mission also

recommended to organize seminars with NGOs to discuss how R&R policies and

implementation could be further improved.

E. Bank Mission of June, 1993

After an intervening period of one year, the Bank undertook another fact

finding mission in June, 1993, to review progress in R&R, and compliance with Bank's

guidelines and recommendation of earlier (1991.1992) Missions.

The mission observed that GOB has made significant progress in meeting Bank's

conditions and indeed in some areas, the project performance has even exceeded targets

set by the Bank. Briefly, a large majority of PAFs (4563) of the first 18 villages has

been relocated with compensation paid for land and structures. Besides all of them

have received ID cards (and the family number has increased from 2980 to 4563 due to

recognition of major sons as independent units), shifting charges, house construction

grants, and over 1600 house plots have been allocated in 11 RCs. The PAFs have the

autonomy to settle beyond the RCs, and owner built houses have been accorded preference

over pre-built shelters. With regard to economic rehabilitation, the mission noted

that though the project's achievement in securing purchase of replacement agriculture

land has been rather inadequate (105 cases as against 800 required as tangible proof),

nearly 65% of the PAFs have managed to purchase replacement land on their own.

Besides, GOB have provided a massive number of 1700 permanent jobs to the PAFs, and

initiated several training programmes for income generated schemes. Further, the

project has been able to secure involvement of five NGOs in the task of community

participation. A significant achievement in this regard is the establishment of a

tribal museum and cultural complex at Chandil dam site, as evidence of cultural

rehabilitation of the submergence area. This has brought a sense of joy and belonging

to the PDFs.

Subsequent to this mission, GOB has informed the Bank recently (Nov. 1993) that

apart from the first 18 villages, the project has also covered another 34 villages, in

their order of submergence, by suitable rehabilitation measures, though some specific

obligations towards the PAFs are yet to be completed. Besides, in response to the

Bank's request, GOB and Icha dam area will be adequately resettled prior to inundation.



In case of Orissa, Bank's conditions envisaged completed of R&R activities in

the six priority villages affected by Jhambira reservoir. The mission observed that

out of 633 PAFs in these 6 villages, 624 have been paid compensation for land and

structures, 571 have received ID cards as well as house construction grant, and 531

have brought homestead land for themselves. Since most of the PAFs have opted for

self-relocation, only 2 RCs are being developed now. The newly built houses by the

PAFs are found to be superior to their original habitat. In terms of economic

rehabilitation, land purchase grant has been allocated to 517 PAFs, and consequently,

nearly half of the land lost have been regained by the PAFs through land purchase.

Beside, 249 PAFs have been employed by the GOO, 75 permanently and 174 on daily wages.

The Government has strengthened the R&R Organization by inducting two resettlement

workers for every village, and established camp courts as field level for resolution

of outstanding disputes.

The mission was further informed that GOO has completed a study of Sabai grass

cultivation and rope making as a sustained source of income for the displaced women.

A study on public land encroachment has also been commissioned with a view to resettle

the eligible encroachers as project displaced families.



National Thermal Power Corporation (NTPC) Power Generation

Question:

Mr. Rich refers to "the five thermal coal plants belch out huge

quantities of sulfur dioxide - none are equipped with scrubbers- and

emit over 1,650 pounds of mercury a year into the atmosphere. The Rihand

dam reservoir and the land around it are poisoned by dangerous

contamination of mercury, fluorine and chromium, and as a result the

crops and fish that the half million people in the Singrauli area

consume are in many cases unfit for human consumption."

Answe r:

The five plants referred to are Obra (owned by Uttar Pradesh State

Electricity Board), Renusagar (privately owned by Birla), and three NTPC

plants namely Rihand, Singrauli and Vindhyachal. All NTPC power plants

operate well within GOI standards for ambient S02. There is not that

much sulphur in the coal in the Singrauli area and there is therefore no

need to install scrubbers. Mr Rich may be confusing it with SPM

emissions, for which the EAP includes ESP upgrading programs to be

completed by the first quarter of 1995.

On mercury emissions, based on data collected by the Electricite de

France (EDF) for the Environmental Study of the Singrauli Area, the

amount of mercury released per MWh produced in the Singrauli area is

about one fifth of what is considered acceptable by the US-based

Electric Power Research Institute. Even so, mercury pollution in the

area remains a problem because of the existence of a large mercury

polluter in the Singrauli area in the form of the chlor-alkali plant on

Rihand lake. The NTPC Environment Action Plan (EAP) does not ignore this

problem; on the contrary, it includes a study to establish in a

scientific manner all sources of mercury contamination observed and

identify options to abate it. Consultants to investigate mercury

pollution by both power stations and chemical plant have been

identified. The work will start shortly and will be completed in early

1996.

On fluorine and chromium levels, the EDF did find some high levels but

the scientific evidence was not sufficient to draw definite conclusions

let alone whether the NTPC power plants were responsible for the

contamination. However under the EAP an ecological impact study has been

initiated to determine the source of pollution and remedial actions.

Other remedial measures included are ash slurry water recycling and

closing of cooling water systems.



Question:

"In 1989, the Bank began to prepare a 'cleanup' project to remedy,

retroactively at least, some of the social and environmental disruption

in its Singrauli projects, as well as to promote environmental and

resettlement and rehabilitation for the entire Singrauli region .... But

the Indian government and NTPC refused to borrow more money for the

proposed Singrauli Environment Rehabilitation Project and it was

stillborn."

Answer:

The project referred to is the Regional Power Systems Project, where

indeed the first studies to identify the need for remedial actions on

R&R were included. The reason for aborting that operation was however

not on account of R&R, but because NTPC was not in compliance with the

receivable covenant. The 'clean up' component is now part of the NTPC

Power Generation Project, where the original R&R component has been

expanded.

Question:

"Unbeknownst to the international community, for eight other plants

besides Singrauli, the Bank had completely ignored the issue of

resettlement."

Answer:

The Bank has been involved in 10 different NTPC power plants, not

counting the new project. While only Talcher had a specific covenant on

R&R, NTPC was in no position to ignore R&R. They have always resettled

and rehabilitated affected families in accordance with the law

applicable at the time. We do know that it has not always led to

satisfactory rehabilitation, but that is exactly what the NTPC and the

Bank are addressing jointly. R&R was certainly not ignored by NTPC.

question:

"but in one plant alone --- Farakka, for which the Bank lent NTPC US$300

million in 1984 --- more than 50,000 had been either forcibly resettled

or dispossessed. Attempts to encourage NTPC and the Indian government to

consider environmental and resettlement rehabilitation programs for some

of these projects also failed."

Answer:

In Farakka, families did lose land but according to our information,

nobody was displaced. A first socio-economic study was completed to

ascertain the present socio-economic status of the affected families,

but the study was not satisfactory and we are doing another study which

would enable us to design an adequate remedial action plan. In the

meantime, NTPC has continued to develop community facilities.



Question:

"In 1993, the Bank approved a new $400 million loan to NTPC to finance

the first stage of a gigantic, $4 billion investment plan to intensify

coal mining and expand coal fired production of electricity in nine

super thermal power plants all over India. Other loans are to follow.

Under the investment plan, 3,750 megawatts of new generating capacity

will be built at Singrauli alone. In the new loan, virtually no funds

are allocated for compensating and rehabilitating the hundreds of

thousands of people forcibly resettled or otherwise adversely affected

by previous Bank-financed NTPC projects."

Answer:

This statement is full of errors. One of the most important features of

the NTPC Power Generation Project is that before a power station is

eligible for Bank financing certain eligibility criteria have to be met.

This includes a full fledged environmental impact assessment and the

preparation of a RAP for the affected people. So far we have only

approved Vindhyachal II, while for Rihand II, the main prospective

client (UP) is not fulfilling its commercial obligations and PIB

clearance is still pending. None of the other plants have so far been

approved for Bank financing.

In the Singrauli area, so far, only 2,000 MW of additional capacity will

be added. The project costs for Vindhyachal II and Rihand II include

funds for R&R, but these costs are not even 1% of total project cost.

The additional resettlement is relatively small because it is only for

the ashponds. NTPC is financing this from its own resources and we are

satisfied that the budgets are adequate.

It is true that we do not have a precise estimate of R&R costs for the

retrofit exercise, but the precise estimates can only be arrived at

after the completion of the socio-economic surveys which are currently

underway. Mr. Rich should keep in mind that NTPC's turnover is about US$

2 billion a year and it is certainly profitable enough to set aside

funds for the retrofit exercise. In fact, in the 1994/95 NTPC budget,

all R&R units will have their own separate budgets and all General

Managers have been given instructions to ensure proper funding and pay

attention to outstanding R&R issues. The 1994/95 budget, which is not

yet finalized, will be monitored during the next supervision mission.

The Bank loan will however not be used to finance the R&R expenditure,

as most of it comes under operating rather than capital expenditure.

Even the part of the cost that will be capitalised will be financed from

NTPC's own resources. The Bank will continue to monitor this when

developing the remedial action plans.



NATIONAL THERMAL POWER CORPORATION (NTPCI POWER GENERATION

(Loan 3632-IN)

Environmental Action Plan

Background

The Government of India requires NTPC to carry out a full environmental

Impact Assessment (EIA) of large power generation stations before permission is

given to start construction. Full environmental impact assessments have been

carried out for the first two power stations (Vindhyachal II and Rihand II, 1,000 MW

each) proposed to be constructed under the NTPC Power Generation project. The EIA's

have been reviewed by the Bank and both power plans meet the Bank's environmental

standards. Summaries of these two EIA's prepared by NTPC were distributed to the

Bank's Board of Directors in April 1993. Decisions on the construction of

additional power stations have not yet been finalized, but all new power stations

would be subject to a full environmental analysis as per Indian law.

Whenever, resettlement and rehabilitation was involved as a result of the

construction of NTPC's power stations, NTPC has carried out the R&R programs in

accordance with the laws and regulations applicable in India. To ensure a common

approach for all its projects NTPC adopted its own R&R policy in 1991 and this

policy was further improved in May 1993. The current policy has as an objective

that affected people improve or a least regain their previous standard of living and

it requires a comprehensive R&R plan to be prepared in consultation with the

affected people. Detailed R&R plans for Vindhyachal II and Rihand IT were finalized

by NTPC in early June 1994. It is recognized by NTPC that the objectives of NTPC's

earlier R&R programs have not always been achieved and that some affected people may

not have regained their previous standard of living. As part of the R&R policy

adopted in May 1993, this problem is now being addressed and specific remedial

action plans are being implemented by NTPC.

On June 29, 1993, the Bank approved the first of an anticipated three loans

of US$400 million for the National Thermal Power Corporation (NTPC) to support its

least cost investment program of new coal and gas-based power stations. A

significant component of the loan is the implementation of an Environmental Action

Plan (EAP) which is aimed at upgrading the environmental performance of existing

NTPC power stations and making the new power plants environmentally more

sustainable.

NTPC currently operates 4,260 MW of coal-fired power stations in the

Singrauli area and plans to add an additional 2,000 MW under the project. In other

parts of India, NTPC operates another 8,794 MW of which about 2,234 MW are gas fired

stations, another 3,781 MW is expected to be added over the next three years. Most

NTPC's. Plans for additional NTPC power plants are in various stages of

preparation.



Most of NTPC's existing power stations were designed and built when

environmental standards were less stringent. They are generally operating within

their design standards, but Central and State pollution control authorities are now

requiring NTPC to take remedial measures to bring the existing operating power

stations, into compliance with the latest, more stringent, environmental standards.

To meet those challenges, NTPC also realized that its environmental management

systems needed to be further developed beyond the mere compilation of environmental

data for compliance purposes, towards a pro-active approach to identify and manage

increasingly complex environmental and socio-economic problems and issues. NTPC

therefore formulated, in consultation with the Bank, a comprehensive EAP to be

implemented under the project. Part of the groundwork for the EAP was laid by the

environmental study of the Singrauli Area financed under the Second Singrauli

Thermal Power Project (Cr. 1027-IN) and completed in July 1991. The EAP however

covers all NTPC's power stations, not only those in the Singrauli area.

Environmental Action Plan

The objectives of the EAP are to: (a) to rationalize and improve NTPC's

organizational structure for environmental management at the corporate and plant

levels; (b) improve environmental monitoring and preparation of environmental impact

assessments; (c) execute a specific program of remedial measures at NTPC's existing

power stations and make its operations environmentally more sustainable; and (d)

address outstanding resettlement and rehabilitation (R&R) issues in existing stations

and to upgrade NTPC's capability to prepare and execute R&R programs. The total cost

of the EAP are estimated at about US$185 million includes training of NTPC staff and

technical assistance to help undertake environmental studies and implement

environmental projects. NTPC started the implementation of the EAP started in early

1992 and most of the actions will be completed by 1996. More specifically the EAP

includes:

Institutional Strengthening: NTPC has already restructured its organization

for environment and R&R at the corporate level. The Environmental Engineering Group is

now responsible for carrying out environmental assessments for new projects and

pollution abatement measures in existing plants. The Environmental Management Group

is responsible for monitoring discharge levels of pollutants and the effectiveness of

pollution control equipment. R&R is now the responsibility of a specialized group in

the Personnel and Administration Department. The new organizational structure is

mirrored at each plant site. Most new positions have been fulfilled and the

effectiveness of the new organization will be regularly reviewed.

Environmental management: This component focusses on: (a) developing NTPC's

environmental policies; (b) standardizing effluent and emissions disposal and treatment

technologies; (c establishment of additional company training programs, to keep pace

with changing environmental regulations, for workers at various management and opera-

tions levels, for environment and safety; (d) central follow-up and control on

environmental compliance and safety performance of plants; (e) enhancing environmental,

data collection, monitoring and analysis capability; and (f) carrying out of

environmental audits.

Environmental Projects: This component includes: (a) ash management; (b) ash

slurry water recycling; (c) feasibility studies for ash backfill at abandoned coal

mines; (d) ash pond reclamation; (e) ash leachate analysis and groundwater

contamination monitoring; (f) electrostatic precipitator upgrade program; (g)



retrofitting of closed cycle condenser cooling systems; (h) chlorine handling safety

improvements; (i) upgrading spill containment provisions for bulk fuel oil storage; (j)

upgrade hazardous material storage; (k) solid waste management; and (1) sanitary

wastewater projects.

Resettlement and Rehabilitation: This includes manpower development to enable

NTPC to effectively implement the new R&R policy. As part of the new R&R policy, NTPC

will also carry out socio-economic surveys to ascertain the present economic status of

project affected families (PAFs) of existing power stations and provide, where found

to be needed, for funding and implementation of community development programs,

including necessary income restoration measures.

The EAP will be implemented by NTPC with assistance of experts from the E7

network, a group of major utilities (Electricite du France, Hydro-Quebec, Ontario

Hydro, Tokyo Electric Power Co. Kansai Electric Power, RWE Energie A.G., ENEL and

Southern California Edison Corp.) Their assistance will focus on: water and air

pollution monitoring, data management, modelling and control; plant energy efficiency;

design and operations standards and safety; laboratory operations; human resources

development; resettlement and rehabilitation; ash utilization and waste reduction; and,

renewable energies. In addition, BEI (UK) will provide assistance to NTPC staff in

carrying out environmental appraisals of power plants.

Although the EAP is only in its early stages of implementation, NTPC has

already shown its commitment to carrying out the plan. Full implementation of the EAP

will not only help NTPC to make its operations more environmentally sustainable, it

would become a leader in environmental management of power stations in India,

comparable with the best utilities in world.



Singrauli Region

The Government of India (GOI) with the assistance of the overseas Development

Administration (ODA) of the Government of the United Kingdom and the World Bank is

preparing a development and environmental strategy for the Singrauli region. Singrauli

is a major coal and power producing region straddling the boundary of the states of

Uttar Pradesh (UP) and Madhya Pradesh (MP) in northern India.

The principal purposes of the study are to:

(a) prepare a development strategy for the Singrauli region which is environmental

sustainable and incorporates acceptable environmental standards;

(b) prepare a regional environmental management strategy and pollution mitigation

program to address the deteriorating environmental conditions within the region;

(c) make recommendations on infrastructure and services requirements and on

arrangements for their financing, operation and maintenance;

(d) identify and prepare to concept stage, high priority infrastructure and

services projects suitable for financing by domestic and international development

assistance agencies;

(e) make recommendations on strengthening administrative and financing

arrangements for the region and on processes for the ongoing implementation; monitoring

and review of the strategy; and

(f) identify and, where possible, reconcile different development priorities

through the use of an open planning process that encourages the active participation

of all parties with an interest in the region's future.

The study was initiated in March 1993. Draft reports were discussed at a

Technical Group meeting in New Delhi on February 10, 1994. A Steering Group Meeting

of senior Government of India staff and officials is scheduled to take place soon. The

final report will be ready in May, 1994. The major proposals include (a) the

establishment of the Rihand Lake Regional Development Authority (RLRDA); (b) an

Immediate Action Program which outlines projects that could be implemented quickly

before the full strategy is in place; and (c) the Displaced Peoples Action Plan which

was submitted to the Bank in November 1993, and has been reviewed by the Environment

Division in the Bank's Asia Technical Department.
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Putting the Record Straight: Participation in World Bank projects

Throughout Mortgaging the Earth, Bruce Rich portrays the World

Bank as a secretive institution that does not take into account the

people its project effect. But that is an unfair and outdated view

of how the Bank goes about its work today. Despite the fact that

the World Bank lends to governments, non-governmental organizations

and local people have more and more been taking active part in the

design and implementation of Bank-financed projects. For without

the participation of local people, development projects stand

little chance of working.

The Bank's commitment to find ways to more effectively

incorporate the activities and views of local people in the

projects it finances can perhaps best be demonstrated by current

efforts to examine projects that stress participation (both Bank-

funded and those funded by other groups) and to produce a

sourcebook of "Best Practice." The Sourcebook will document and

describe projects that include participation and analyze what works

best. It will act as a sourcebook for other Bank staff as they

incorporate local participation into project design.

Two examples follow that describe the kind of work that is

going on with the participation of local people. When the Best

Practice Handbook is completed it will be publicly available.

In Egypt the Bank is helping to reduce poverty with an



agriculture loan in the Matruh region. The project targets the

poorest farmers, who are Bedouins. Most people think of Bedouins

as nomadic people but that is no longer the case in this area.

UN-FAO volunteers in Egypt, and staff from the Agha Khan Foundation

and GTZ told Bank staff that during the last decade the Bedouin

tribes in this region have moved to a more sedentary lifestyle,

although they still maintain their tribal traditions. They now

raise mostly sheep and goats -- which unfortunately seriously

overgraze the sparse vegetation in the area. Environmental

degradation and poor resource management practices are evident

throughout the area in which they live.

The farmers knew they most needed the ability to catch and

retain rainwater. But there was clearly also a need to manage the

environment better.

The project was developed by a Task Force consisting of people

from the local government, local institutions, and the Bedouin

community, using a techniques called Participatory Rural

Assessment. The Task Force, working with staff from a consulting

firm that had experience in preparing projects in a participatory

way, solicited ideas and views from local households and farmers.

When it became apparent that only men turned up to meetings,

special efforts were made to include women. This was important and

women's contribution to the project has been significant.

Project preparation was thoroughly participatory and



empowering. And the project will be implemented through the local

community. It has three objectives that aim to help the Bedouin

community and their surrounding environment. First it will provide

water through a system of underground cisterns and dikes and will

create new fruit orchards, rangeland, and improve the management of

the land. Second it will provide research and extension for the

farmers, focusing on dry land farming and livestock production

systems. Sub regional resource centers will be built to bring

research, extension, and credit closer to the local communities.

Third, it will provide finance for small farmers, landless people

and rural women so they can start small businesses or farms.

Another example is in Chad, a country that values education

highly. Chad's education system deteriorated during the 1979-82

war and the Government asked for the Bank's support in

rehabilitating schools. The Minister of Education specifically

asked the Bank to prepare the new education project in a manner

that involved local people and responded to their real needs and

concerns. Conferences were held with local people and local non-

governmental organizations to discuss options and reach a consensus

on how best to achieve the end results the people wanted. The

final project included a number of components: it built and

renovated classrooms, purchased and distributed textbooks and

teachers guides, improved teacher training, strengthened primary

school management and inspection, developed and implemented a

girls' education program, improved educational practices in

individual schools, strengthened parents associations and



strengthened the Ministry of Education. The process brought

stakeholders at all levels together and produced a project plan

that was owned by local people, local schools, donors, and

Government alike.
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Setting the Record Straight: POLONOROESTE, Rondonia and Mato
Grosso Natural Resources Management Projects, and the Carajas
Project.

Bruce Rich reiterates many of the criticisms of these
projects which have been published over the past decade. Some of
which the Bank would agree with. However, given the apparent
careful, quality research effort that has gone into Mortgaging
the Earth, it is disappointing that Mr. Rich has systematically
ignored the political, social, and institutional realities
present in Brazil during the time the projects were being
implemented. He has also neglected to present substantial,
readily available information regarding successes achieved under
these projects. Subsequently, the entire presentation is
unbalanced.

While the intention of our response is not to offer a fully
comprehensive evaluation of the projects we do believe readers
deserve a balanced analysis that incorporates a discussion of the
realities, successes, and Bank actions.

While it is difficult to recognize from Rich's discussion, there
were some sound reasons for supporting POLONOROESTE.

In the early 1970s, as land became increasingly scarce in
the more traditional areas of southern Brazil and prolonged
droughts struck the Northeast, the trickle of migrants to
Rondonia reached uncontrollable proportions. By 1977, the
National Institute for Colonization and Agrarian Reform (INCRA)
had settled about 28,000 families in Rondonia. At least 30,000
other had joined the marginal population in the newly created
urban areas waiting for land. Still others became sharecroppers
on the land of established colonists or staked out claims on the
fringes of official projects, on Indian reservations, and in
forest reserves. By the late 1970s, the situation in Rondonia
worsened and an ever-increasing number of migrants from other
parts of Brazil together with budgetary constraints nearly
paralyzed INCRA. The Brazilian Government's response to the
growing socio-economic problems caused by this accelerating
migration was to launch the POLONOROESTE program, in 1980, with
financial support from the Bank. The important point here is
that POLONOROESTE did not set in motion the destructive trends
which have resulted in massive deforestation in Rondonia. Rather
it tried to deal with an already explosive situation.

After the 1984 mid-term review of POLONOROESTE, it became
clear that assumptions under which the program was planned were
significantly different from the realities under implementation.
However, these were due mainly to circumstances beyond the Bank's
control. Specifically: the counterpart funds that the Government
was to provide dried up because of Brazil's difficult fiscal
situation; investment credit needed to establish perennial crops
virtually disappeared; management was overly centralized; the



integration of participating agencies was ineffective; and an
even higher migration of settlers than expected resulted in
unchecked deforestation and continued encroachment into
unsuitable areas where soil fertility was marginal. Perhaps most
important though, was the continuation of a public policy
framework inconsistent with sustainable development of the Amazon
region which obviously hindered effective implementation of the
program. This included land registration and titling procedures
which actively encouraged forest clearing, special fiscal
incentives and subsidized credit lines which encouraged
unsustainable livestock development, weak institutional
capability of key Federal and State implementing agencies, and
inadequate technical and financial support for smallholders to
establish perennial crops and adopt sound environmental
techniques. All of these played a major role in the
deforestation process.

The Bank devoted an inordinate amount of resources to
supervise POLONOROESTE implementation, and the staff involved
with the program (including several highly qualified
environmentalists, anthropologists, and social scientists) were
continually concerned with preventing destructive deforestation
and harmful impacts on indigenous populations. But the Bank, in
spite of suspending disbursements during 1985, did not have at
its disposal the means to coerce the Borrower into vigorously and
speedily rectifying all of the problems.

While POLONOROESTE suffered from these well publicized
weaknesses they have frequently masked some of the program's
significant accomplishments on the institutional, technical, and
environmental front. Many of these are now beginning to bear
fruit and in future years they will play a critical role in
helping to preserve the Amazon Region's valuable natural resource
base.

When POLONOROESTE was launched, Rondonia was still a Federal
Territory, converting to Statehood only in late 1981.
Consequently, the new state's institutional base was quite weak.
Through POLONOROESTE, key institutions such as a state
agriculture research and extension services, a state forestry
institute and forest military police, a state secretariat for the
environment, and a state land institute were created or
strengthened. Many of POLONOROESTE's physical targets were met
including some of quite difficult activities like protecting and
assisting Amerindian communities. More than 10,000 Amerindians
benefitted from the program. And 90% of all Rondonia's Indian
lands identified by FUNAI were demarcated (over 10 million ha),
and more than two million ha of conservation units and forest
reserves were established. POLONOROESTE laid the groundwork for
major advances in technical know-how. In 1991, for example,
Rondonia passed a State law to establish agro-ecological zoning
for development planning. The zoning identifies areas according
to their potential land use, distinguishing those capable of
sustainable development from those without any known long-term



potential or which have special ecological (biological reserves)
or social (Amerindian lands) significance and therefore need to
be protected.

Finally, the Bank's efforts to help Brazil resolve its most
pressing environmental and developmental problems are not
coincidentally related to Brazil's growing political awareness
and commitment to confront environmental issues. That commitment
includes a new national Constitution with one of the world's most
advanced chapters on the environment, reversal of policies
inconsistent with sustainable development in the Amazon, creation
of a new Ministry of the Environment and the Legal Amazon, to
mention a few.



Rondonia and Mato Grosso Natural Resource Management Projects

Unlike his description of the POLONOROESTE program, Mr.
Rich's description of the Rondonia and Mato Grosso Natural
Resource Management Projects does not reflect careful research.
He asserts that in preparation, appraisal, and initial
implementation of these projects, the Bank has failed to: (a)
involve NGOs and local groups, (b) resolve key environmental and
indigenous issues, (c) rectify and learn from previous mistakes,
and (d) rectify flagrant abuses before moving ahead with project
implementation. These assertions do not reflect the facts.

During project design great emphasis was laid on taking into
account the lessons learned from POLONOROESTE. Agro-ecological
zoning was used as a staring point for project design.
Agreements were reached with the Federal and State Governments to
change the policy and regulatory framework which has influenced
the process of environmental degradation, and to modify public
investment programs in accordance with the zoning
recommendations. Statewide perspectives were adopted with
specific project interventions geared to the kinds of land use
and environmental protection activities identified through agro-
ecological zoning. The need for decentralized decision-making,
rapid feedback and greater dialogue with, and responsiveness to,
project beneficiaries was recognized during preparation. These
needs were built into the project with appropriate organization
and management arrangements, monitoring and evaluation systems,
and the participation of non-governmental organizations. Without
losing sight of simplicity, the projects include a range of
interventions essential to avoid natural resource degradation and
to enhance environmental protection in the Amazon. They include
providing credit to help farmers make the transition from slash
and burn to more sustainable agriculture techniques that are
consistent with environmental preservation. Finally, Government
assurances that no public or social infrastructure would be
implemented in areas without sustainable development potential
will help to ensure compliance with the projects' environmental
objectives.

The projects were declared effective in January, 1993, and
effective disbursements began in June. Before June, progress
already was made in establishing administrative structures (which
included NGOs participation in the Projects' Administrative
Councils and the sectoral commissions that approve all project
investments), and in conducting key environmental protection
activities.

Bank staff visited the States towards the end of summer,
1993, to help move the projects forward and resolve any
difficulties, particularly those related to environmental and
Amerindian protection. Agreements were reached with the Federal
Government to ensure that INCRA's policies and activities in the
States are consistent with the agro-ecological zoning
recommendations, and to start zoning activities. Agreements were



also reached to speed-up implementation of environmental and
Amerindian protection and management activities and to ensure
that the implementation of economically productive activities
proceed in parallel with them. Follow-up after the mission found
that these agreements are being implemented. Significant
progress has also been made in completing the international
bidding process for the zoning and bidding and contracting for
socio-economic studies and demarcation of conservation units.
Cooperation on land issues between INCRA and the States is
progressing, and the flow of funds and decentralization of
implementation authority has improved. The 1994 Annual Operating
Plans for the projects are designed to further accelerate
environmental and Amerindian protection activities.

An Independent Evaluating Committee which includes
participation of local, national and international NGOs has been
established. It will soon present a Project Progress report,
along with the supervision mission's report to the Bank's
Executive Directors.

While these projects have experienced some delays in
implementation and are not devoid of problems they are certainly
not the environmental "farces" Rich alleges them to be. Rather,
they are well-designed projects to which the respective States
are firmly committed. The Bank will provide the close
supervision and support necessary to ensure success. A Field
Representative in Mato Grosso is helping both the States and the
Bank in project implementation.



Caraias Iron Ore Project

The Carajas project downfalls have been well documented and
Rich draws on much of what has previously said. But, as with his
analysis of POLONOROESTE, he fails to acknowledge the positive
aspects of the project, or fairly apportion blame for the
difficulties faced.

The multi-billion dollar Carajas iron ore project, for which
the World Bank provided a loan of $304 million in 1982, developed
massive iron ore reserves in the Carajas highlands of Brazil,
some 550 kilometers south of Belem. It was completed on time,
achieved project iron ore output, and addressed environmental
issues successfully within the project area. However, the Bank
and the Companhia Vale do Rio Doce (CVRD), the state-owned
company managing the project, failed to anticipate the
contribution of this project to the degradation of the physical
environment and human conditions in the project's indirect area
of influence, due to strong migrant inflows. Notwithstanding
this failure, it is difficult to isolate the share of CVRD
responsibility and that of other unrelated programs (the Belem-
Brasilia and Belem-Sao Luis highways, the Tucuri dam, the COLONE
colonization scheme in Maranhao, and the Serra Pelada garimpo).

CVRD contracted FUNAI (the Brazilian agency for Indian
affairs) to implement the Amerindian component of the project,
most of which fell outside the project area. Initially faced
with difficulties due to FUNAI institutional problems, CVRD was
able to re-direct the component towards health and land issues.
This involved demarcating lands to protect 14,000 Amerindians in
an extensive area around the project area and improving living
standards through education and health services. As a result
demarcation of all Amerindian lands is now nearing completion.
There has been a significant increase in birth rates and parallel
decreases in mortality and morbidity among most Amerindian
communities in the area.

There was some concern that the charcoal needed for the pig
iron plants established under the project would be produced by
felling rainforest trees. The problem is currently confined to
six of these plants and, with the removal of tax incentives,
there is very little chance of any new plants smelters being
established. So far negligible additional deforestation has
taken place because most of the charcoal is being obtained from
sawmill and agricultural crop residues. The pig iron plants
indirectly contribute to deforestation by adding some value to
by-products of deforestation used for other purposes (e.g.,
logging for sawmills, agriculture, or livestock). But CVRD is
committed to compliance of environmental obligations by suppliers
of iron ore and port and rail services. In 1993, it announced it
would condition these supplies on compliance with environmental
regulations, especially on the obligation to implement
reforestation or forest management plans which are required by



law and sanctioned by the relevant environmental authorities. If
default is confirmed by these authorities supplies will be
suspended. CVRD has already signed agreements with all pig iron
produces in the Carajas corridor to this effect.

The Carajas project achieved its stated objectives and it
addressed the environmental issues which were identified at the
time of project appraisal. Appropriate steps are still being
taken to address the indirect negative impacts which were not
foreseen. The Bank recognizes and is acting upon the need to
take into account in future project preparation the consequences
its projects might have outside of the immediate project zone.
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Setting the Record Straight: Net transfers, debt and forgiveness

of World Bank loans.

While the World Bank cannot forgive its own debt, for reasons

outlined below, it strongly supports efforts to relieve countries

of excessive debt burdens since this burden is a drag on economic

and social development. There are valid grounds for debt

forgiveness, such as when a debtor country has suffered severe

adverse shocks to its terms of trade and hence its export earning

capacity. The World Bank has supported debt reduction under such

scenarios with substantial amounts of its own funds, under the

Brady Plan and with the International Development Association (IDA)

debt reduction facility which is cofinanced by bilateral donors.

However, it is crucial that debt reduction and forgiveness schemes

take place within the context of overall reform.

World Bank debt is far less a burden than most other debt

because of its low- to concessional-interest rates and because the

Bank continues to provide funds at relatively low rates for new

productive projects that help countries grow. Multilateral

development banks are a significant source of development finance

to developing countries. Without them there would be few

affordable sources of loans for the poorest countries. If the

World Bank were to forgive debt it would quickly lose its excellent

credit rating which in turn would increase its cost of borrowing.

These increased costs would have to be passed on to the developing

countries by charging them higher interest rates on their loans.



Bruce Rich in his book Mortgaging the Earth suggests that the

World Bank should forgive its debt. He alleges that the World Bank

has increased the debt burden of countries because it has been

pressured to lend under the specter of net negative transfers. But

his oversimplified analysis of the problem leads him to the wrong

conclusion.

Rich develops his argument by pointing to negative net

transfers as contributing to the problems of developing countries.

But his description is flawed. A fairer analysis would start by

describing negative net flows. Each year developing countries

receive external capital inflows in the form of loan disbursements.

These loans help finance investment and imports to promote economic

development. In turn, developing countries make amortization

payments on loans they received in previous years. The difference

between these two amounts equals (debt-related) net flows. What

Rich fails to acknowledge is that a country normally would

experience positive net flows at an early stage of development

(debt build-up) , declining net flows as it achieves a more advanced

stage of development (debt stabilization), followed by capital

exports at a high level of development.

Debt generates obligations. Interest payments represent

compensation to creditors for the use of their resources. If the

resources have been invested productively the return generated

should more than cover the interest cost. Net transfers (on debt)



are calculated by subtracting interest payments from net flows.

But, adding together the net transfer amounts for a group of

countries, as Rich does in his book, is misleading. Some countries

in the group may be at a more mature development stage in which net

flows are small and net transfers are negative. Others may have

acquired levels of debt that are inconsistent with their growth

prospects. Still others may be at a stage of development in which

positive net transfers would be normal. Hence, the aggregate net

transfer to a group of countries is a poor guide to the financial

position of any individual country.

From an individual creditor's viewpoint caution also must be

exercised in interpreting the effect of net transfers. If a

financial institution maintains positive net transfers to all its

borrowers, its asset base must grow rapidly -- roughly doubling

every 10 years. Thus, the overall net transfer position of an

institution will depend on, among other factors, its past lending

and the rate of growth of its capital base. The World Bank has

generally maintained positive net transfers consistent with the

growth of its capital base and has gone along with negative

transfers in the case of some of its more mature borrowers -- this

is the normal practice of any sound financial institution.

As others have done before him, Rich greatly oversimplifies in

his description and draws unwarranted conclusions on the need for

debt forgiveness based on the amount of aggregate net transfers to



the developing countries. In fact, net transfers to all developing

countries have been positive since 1989. Only Latin America amongst

regions of the developing world has experienced negative transfers

(in 1989 and 1990, but not since) . But Latin America has been

receiving debt reduction assistance under the Brady Plan. The

region with the severest debt problems is Africa, which receives

the highest positive net transfers (amounting to several percent of

GNP for most countries).

Rich appears to view the existence of negative net

transfers as grounds for debt forgiveness. But such encouragement

of "moral hazard" would likely lead to a cutoff of new financing to

developing countries by their external creditors, annihilating all

hopes for economic growth and improved living conditions.

Rich proposes that the World Bank forgive part of its own

debt. He erroneously claims that debt service to the World Bank is

eating up countries' earnings, he cites Uganda as an example. In

fact, net transfers from the World Bank to Uganda and to nearly all

sub-Saharan African countries are strongly positive. Rich's claim

that the World Bank's rating in the bond markets would not be

adversely affected if it forgave its own debt is fallacious. The

Bank's credit rating does not rest on its member governments

guarantees alone. The rating depends as much on the World Bank's

financial performance, as is evident from the reports of rating

agencies and from the below-AAA rating that the Bank had in its

early years. Indeed, should the World Bank write off its debt, its



credit standing in the financial markets would deteriorate and it

would subsequently need to increase the costs to its borrowers. In

other words, those borrowers who are timely with their debt

payments would pay for debt forgiveness to the few who are not.



Setting the Record Straight: Net transfers, debt and forgiveness

of World Bank loans.

Some people concerned about t~ib Se burden of developing

countries have suggested the World Bank forgive its borrowers some

of their World Bank debt. But World Bank debt is far less a burden

than most other debt because of its low- to concessional-interest

rates and because the Bank continues to provide funds at relatively

low rates for new productive projects that help countries grow. +e

hnnld , he. remembered that the multilateral development banks

p*ev-4e m .of-the- funds avai-Lable-.to ddveloping countries.

Wi thout-them-there. would-be few -af fordable-sources-of loansa.fL.the

poorest countries-. If the World Bank were to forgive debt it would

quickly lose its excellent credit rating which in turn would

increase its cost of borrowing. These increased costs would have

to be passed on to the developing countries by charging them higher

interest rates on their loans.

Bruce Rich in his book Mortgaging the Earth is a proponent of

this view. He also alleges that the World Bank has increased the

debt burden of countries because it has been pressured to lend

under the specter of net negative transfers. But Rich

oversimplifies his analysis of this rather complex issue and thus

draws wrong conclusions from the situation.

Each year developing countries receive external capital



inflows in the form of loan disbursements. These loans help finance

investment and imports to promote economic development. In turn,

developing countries make amortization payments on loans they

received in previous years. The difference between these two

amounts equals (debt-related) net flows. A country normally would

experience positive net flows at an early stage of development

(debt build-up), declining net flows as it achieves a more advanced

stage of development (debt stabilization), followed by capital

exports at a high level of development.

Debt generates obligations. Interest payments represent

compensation to creditors for the use of their resources. If the

resources have been invested productively, -atney'-are -ir the'~case

of-WorTnAnkom, the return generated should more than cover

the interest cost. Net transfers (on debt) are calculated by

subtracting interest payments from net flows.

But, adding together the net transfer amounts for a group of

countries, as Rich does in his book, can be misleading. Some

countries in the group may be at a more mature development stage in

which net flows are small and net transfers are negative. Others

may have acquired levels of debt that are inconsistent with their

growth prospects. Still others may be at a stage of development in

which positive net transfers would be normal. Hence, the aggregate

net transfer to a group of countries is a poor guide to the

financial position of any individual country.



From an individual creditor's viewpoint caution also must be

exercised in interpreting the effect of net transfers. If a

financial institution maintains positive net transfers to all its

borrowers, its asset base must grow rapidly -- roughly doubling

every 10 years. Thus, the overall net transfer position of an

institution will depend on, among other factors, its past lending

and the rate of growth of its capital base. The World Bank has

generally maintained positive net transfers consistent with the

growth of its capital base and has gone along with negative

transfers in the case of some of its more mature borrowers -- this

is the normal practice of any sound financial institution.

As others have done before him, Rich greatly oversimplifies in

his analysis and draws unwarranted conclusions on the need for debt

forgiveness based on the amount of aggregate net transfers to the

developing countries. In fact, net transfers to all developing

countries have been positive since 1989. Only Latin America amongst

regions of the developing world has experienced negative transfers

(in 1989 and 1990, but not since). But Latin America has been

receiving debt reduction assistance under the Brady Plan. The

region with the severest debt problems is Africa, which receives

the highest positive net transfers (amounting to several percent of

GNP for most countries).

Rich appears to view the existence of negative net

transfers as grounds for debt forgiveness. But such encouragement

of "moral hazard" would likely lead to a cutoff of new financing to



developing countries by their external creditors, annihilating all

hopes for economic growth and improved living conditions.

There are valid grounds for debt forgiveness, such as when a

debtor country has suffered severe adverse shocks to its terms of

trade and hence its export earning capacity. The World Bank has

supported debt reduction under such scenarios with substantial

amounts of its own funds, under the Brady Plan and with the

International Development Association (IDA) debt reduction facility

which is cofinanced by bilateral donors.

Rich proposes that the World Bank be-demandedt--t forgive part

of its own debt. He erroneously claims that debt service to the

World Bank is eating up countries' earnings, he cites Uganda as an

example. In fact, net transfers from the World Bank to Uganda and

to nearly all Sub-Saharan African countries i4 strongly positive.

Rich's claim that the World Bank's rating in the bond markets would

not be adversely affected if it forgave its own debt is fallacious.

The Bank's credit rating does not rest on its member governments

guarantees alone. The rating depends as much on the World Bank's

financial performance, as is evident from the reports of rating

agencies and from the below-AAA rating that the Bank had in its

early years. Indeed, should the World Bank write off its debt, its

credit standing in the financial markets would deteriorate and it

would subsequently need to increase the costs to its borrowers. In

other words, those borrowers who are timely with their debt

payments would pay for debt forgiveness to the few who are not.
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SETTING THE RECORD STRAIGHT: INDIA

GUJARAT MEDIUM IRRIGATION II PROJECT

(Credit 1496-IN)

Bruce Rich says "The Gujarat Medium II Irrigation Project, which

affects tribals similar to those who will be displaced by the Sardar Sarovar

Projects, was approved in 1984 without project specific resettlement plans and

despite documented resettlement failures during the first Gujarat Medium

Irrigation Project. Subsequent supervision reported predictable widespread

failure to rehabilitate the nearly 90,000 people displaced by these dams."

He goes on to say "the Bank is more concerned to accommodate the pressures

emanating from its borrowers than to guarantee implementation of its policies."

The statement is correct that the project was approved in June 1984

without project specific resettlement plans. Our information shows that an

overall Resettlement Action Plan was prepared by the Government of Gujarat and

submitted to the Bank only in December 1985. However, the implied point that the

Bank has recklessly disregarded the plight of 90,000 people is unsubstantiated

by the facts of Bank performance. In 1991, the Bank took strong action to push

The Government of Gujarat (GOG) in implementing the economic rehabilitation in

nine priority sub-projects.

Mr. Rich is right that GOG's performance in R&R under the project has

been mixed and did not receive the required level of attention at the beginning

of project implementation. However, he fails to mention the major improvements

that have been made as a result of the Bank's increased focus on R&R. Most PAFs

have now been compensated for the land and structures lost and resettled either

in Government resettlement villages or in sites of their choice. In general,

landed oustees have been able to recover an acceptable standard of living. GOG

is taking steps to improve payment of compensation to remaining oustees by

preparing policy guidelines for constituting peoples' courts to settle cases

speedily. Civic amenities are being completed with particular emphasis on roads

and water supply. The poorer oustees, particularly the tribals and scheduled

caste households, whose economic rehabilitation needs had not been adequately

addressed earlier, are now being brought under the ambit of economic support

programs. The key issue now is to complete all activities in a time bound

manner, and to ensure sustainable supply of support services to the oustees being

given IRDP benefits.

In order to achieve full and proper rehabilitation for project

outsees, GOG with the help of a well established NGO - Foundation for Public

Interest -, and on the insistence of the Bank has now implemented a rapid rural

appraisal of PAFs in 22 sub-projects to determine the exact living conditions of

the PAFs and status of the resettlement villages, prepared an overall economic

rehabilitation plan to be implemented in three years for the 22 sub-projects, and

selected, in accordance with the Project Agreement, 9 sub-projects to serve as



a pilot operation. On the basis of the rural appraisal, a detailed Economic

Rehabilitation Action Plan was then prepared for the Sukhi sub-project with the

assistance of another well established NGO - Self Employed Women's Association.

This Action Plan, which is to be used as a model for the remaining sub-projects,

is to be implemented in three years by the District Rural Development Agencies

and comprises subsidies and soft loans to assist the PAFe in implementing a
number of income generating schemes including provision of dairy cattle, draft

animals, wells for irrigation and also income generating activities for women

such as tailoring, sericulture, and handicrafts among others.

GOG and the Association have agreed that economic rehabilitation would

be implemented on a pilot basis in the 9 priority sub-projects, and that all

activities except the purchase of land and the payment of compensation would be

eligible for reimbursement under the Credit. The program has begun with an

outlay of Rs. 9 million. The plans for these were prepared along the lines of

the Sukhi Action Plan.

GOG has implemented the main recommendations of the last two Bank

supervision missions. An independent agency has been recruited for monitoring

and evaluation of R&R. Detailed economic rehabilitation plans for the remaining

14 sub-projects are almost finalized. Several lift irrigation schemes are under

implementation. Camps are being regularly held in oustee settlements. R&R

guidance Cells meet regularly.

The project was due to be closed, after a fourth extension on March

31, 1993. But in view of the considerable efforts developed by the recent

supervision missions and GOG's willingness to improve R&R implementation and

follow the Bank's recommendations, the Bank agreed on a fifth and last extension

of the Closing Date to March 31, 1994. This extension, will give a chance for

the R&R Action Plans to be implemented under proper guidance and financing and

also allow the project to consolidate the present improvements, thus achieving

one of the project's main objectives.



SUBERNARERHA IRRIGATION PROJECT
(Credit 1289-IN)

Bruce Rich says, "Although the World Bank issued its first

environmental review guidelines in 1984, an environmental assessment for the

project was not completed until 1990,- twelve years after construction began on

the Chandil dam, and nearly a year after the last funds from the Bank's US$127.0

million 1982 loan were disbursed."

The Subernarekha I project was approved prior to the publication of

the Bank's guidelines on Environment in 1984. Therefore, the Legal Documents did

not contain any covenants on the environment. Complete Environment Impact
Assessments (EIAs) and Environment Mitigation Plans (EMPs) were prepared in 1990-

92 with foreign assistance for the possible financing of two follow up projects

namely the Subernarekha Multipurpose II Project in Bihar and the Subernarekha

Irrigation Project in Orissa. Mr. Rich falsifies facts when he says that "the

Bank itself acknowledged that the study was totally inadequate; it was based

mainly on old government data rather than scientifically competent field work,

and ignored a number of major issues". On the contrary, Bank staff reviewed these

documents and found them satisfactory and in line with the Bank's guidelines.

Bruce Rich says, "By the summer of 1988, the gates of the Chandill dam

had closed, threatening some 100,000 hapless Indian tribal poor stranded without

viable alternative means of subsistence."

Again, Mr. Rich has his facts wrong. The construction sluices at the

foot of the Chandil dam were not closed in 1988 but in 1992 creating permanent

submergence for only 16 villages with about 2,500 PAFs or about 15,000 PAPs, out

of about 110 villages to be affected when the dam is completed. To date, the

crest gates are still not completed and no permanent submergence has taken place

for the balance of villages.

Mr. Rich is correctly concerned about R&R but his information is dated

and his commentary on the Bank's involvement very misleading. The status of R&R

implementation of the 2,500 PAFs who live in the 16 villages located below the

crest level of the Chandil dam July 1992 was as follows. The majority have been

resettled in new villages with house plot and house construction grants, but the

economic rehabilitation of these PAFs has been constrained by the difficulty of

finding replacement agricultural land. As a result, about 600 PA~s had been

given government jobs, about 50 PAFs had been given government land and the

balance 1,850 PAFs are waiting to be given either replacement land, government

jobs or to be covered by income generating schemes. Most of these PAFs return to

their paddy fields in the reservoir as soon as the water level allows it.

This project has been under severe criticism from national and

international activists for a number of years. The criticisms related to the

inadequacy of the compensation package, the corruption of the Resettlement

Officers, and the harsh treatment of tribal oustees by the Bihar Government,

among other things. The criticisms were, aggravated in August 1991, when a



severe flood of the Subernarekha river affected 48 villages at the Chandil dam

and two PAFs were said to have died. The official report says that the deaths

were due to other reasons. Six villages were completely flooded, 12 partly

flooded with 30% houses affected and 29 had only paddy fields affected.

Bruce Rich says, "Belatedly, on October 8, 1988, the Bank suspended

loan disbursements, and postponed again the closing date for the project. The

Bank recommended funding in 1990, arguing that there had been sufficient

improvement in the resettlement situation to justify renewed support for the

project, and started to prepare two new loans for Subernarekha, totaling US$375.0
million."

The Subernarekha I project was suspended for about six months in

1988/89 because of poor R&R implementation and was reinstated after a

satisfactory R&R plan had been submitted. Shortly after, the project closed in

1989.

Bruce Rich says, "As all of this was occurring, (April 5, 1991, 500

people began a sit-in at Icha dam in Bihar; April 9, police arrested and detained

about 250 protesters; May 13, 10,000 people marched on Patna demanding the

release of the detainees) the World Bank still forged ahead in preparing huge

loans for the two new projects to complete the scheme, the Subernarekha

Irrigation Project and the Subernarekha Multipurpose II Project. The new loans

would reward the project authorities and Indian officials who have created an

environmental and human rights nightmare with well over a third of a billion
dollars. In spring 1993, the Bank withdrew these projects from its lending

pipeline. However, new irrigation consolidation projects for the states of Bihar

and Orissa are in preparation which would support the completion of the new

projects."

Yet again, Mr Rich has resorted to half-truths. In fact, when

considering the possible financing of two follow up projects, the Bank observed

that the agreed R&R plan for Subernarekha I had not been implemented

satisfactorily by Bihar and that Orissa's R&R performance was not up to

acceptable Bank standards. The Bank, therefore, required the two states to

upgrade their R&R policies, carry out fresh socio-economic surveys and prepare

Resettlement and Rehabilitation Action Plans (RAPs) with the assistance of NGOs.

In addition, the Bank set a number of benchmarks that both states had to meet as

tangible proof of satisfactory R&R implementation before the two projects could

be processed further. As part of the preparation work for the proposed second

phase project, Bihar and Orissa have considerably upgraded their R&R policies to

meet the Bank's requirements and standards. The revised policies of Bihar and

Orissa for the Subernarekha projects are quite similar and include: (i) treating

affected unmarried sons of 18 years of age or more as landless oustee families,

(ii) construction of resettlement villages with civic amenities, (iii) allocation

of a minimum of two acres of irrigated land for oustees having more than four

acres under rainfed conditions and cash compensation beyond the allocated area

at market price, (iv) allocation of one acre of irrigated land and vocational

training for landless oustees, (v) establishment of Land Purchase Committees to

stabilize land prices and facilitate transactions between sellers and buyers,

(vi) allocation, within certain limits, of permanent government jobs for landless

oustees instead of the one acre irrigated land, (vii) allocation of a housing

grant for oustees living in or outside resettlement colonies, (viii) provision

of a resettlement grant comprising a one year subsistence allowance and a two



year package of farm inputs, (ix) participation of oustee representatives in the

district and project level R&R committees, and (x) establishment of a Directorate

for R&R within the Revenue Department.

At the Bank request and with the assistance of Japanese Trust Funds,

Bihar and Orissa have recruited well established NGOs - namely Xavier Institute

of Social Sciences for Bihar and Operational Research Group for Orissa - to

assist them in the implementation of a social economic survey of PAFs for all dam

sites and to prepare resettlement action plans. In July 1991, a pre-appraisal

mission informed Orissa and Bihar that the Bank would not process the proposed

second phase project any further until they demonstrate tangible proof of

satisfactory implementation of R&R. As "tangible proof of satisfactory

implementation" were the completion of the socio-economic surveys and R&R Action

Plans for each dam site, and also the completion of R&R activities in all

respects in the first 16 villages affected by Chandil dam (Bihar) and the first

7 villages by Jambira reservoirs (Orissa). The specific actions requested

included the issuance of 'Vikas Pustika' (household identity cards) to all

eligible oustees, payment of compensation grants, allocation of house plots in

resettlement sites together with house construction grant, and purchase or make

available agricultural land through clearance of Government land or the purchase

of land through the Land Purchase Committees to all eligible oustees.

A fact finding mission organized in June 1992 to Bihar and Orissa

determined that these two states were making good progress. In particular, the

Xavier Institute had completed the socio-economic surveys for the first 70

villages of Chandil and submitted a preliminary R&R plan for that dam, and the

Operational Research Group had completed the socio-economic surveys and prepared

detailed R&R plans for the Orissa portion of the Ichha dam and the three command

area reservoirs. In addition, Bihar had recruited a rural architect to design

houses for oustees and made use of local NGOs for initiating income generating

schemes in some of the first resettlement villages. Orissa had completed with

the assistance of the Operational Research Group a study on sabai grass rope

making as a source of income for oustees and another study on encroachers.

Nevertheless, the mission determined that Bihar and Orissa had still not

fulfilled the Bank's conditions for tangible proof of satisfactory R&R

implementation in the first 16 villages in Bihar and 7 villages in Orissa. The

mission also recommended to organize seminars with NGOs to discuss how R&R

policies and implementation could be further improved.

After an intervening period of one year, the Bank undertook another

fact finding mission in June, 1993, to review progress in R&R, and compliance

with Bank's guidelines and recommendation of earlier (1991.1992) Missions.

The mission observed that GOB has made significant progress in meeting

Bank's conditions and indeed in some areas, the project performance has even

exceeded targets set by the Bank. Briefly, a large majority of PAFs (4563) of

the first 18 villages has been relocated with compensation paid for land and

structures. Besides all of them have received ID cards (and the family number

has increased from 2980 to 4563 due to recognition of major sons as independent

units), shifting charges, house construction grants, and over 1600 house plots

have been allocated in 11 RCs. The PAFs have the autonomy to settle beyond the

RCs, and owner built houses have been accorded preference over pre-built

shelters. With regard to economic rehabilitation, the mission noted that though

the project's achievement in securing purchase of replacement agriculture land



has been rather inadequate (105 cases as against 800 required as tangible proof),

nearly 65% of the PAFs have managed to purchase replacement land on their own.

Besides, GOB have provided a massive number of 1700 permanent jobs to the PAFe,

and initiated several training programmes for income generated schemes. Further,

the project has been able to secure involvement of five NGOs in the task of

community participation. A significant achievement in this regard is the

establishment of a tribal museum and cultural complex at Chandil dam site, as

evidence of cultural rehabilitation of the submergence area. This has brought

a sense of joy and belonging to the PDFs.

Subsequent to this mission, GOB has informed the Bank recently (Nov.

1993) that apart from the first 18 villages, the project has also covered another

34 villages, in their order of submergence, by suitable rehabilitation measures,
though some specific obligations towards the PAFs are yet to be completed.

Besides, in response to the Bank's request, GOB and Icha dam area will be

adequately resettled prior to inundation.

In case of Orissa, Bank's conditions envisaged completed of R&R

activities in the six priority villages affected by Jhambira reservoir. The

mission observed that out of 633 PAFs in these 6 villages, 624 have been paid

compensation for land and structures, 571 have received ID cards as well as house

construction grant, and 531 have brought homestead land for themselves. Since

most of the PAFs have opted for self-relocation, only 2 RCs are being developed

now. The newly built houses by the PAFs are found to be superior to their

original habitat. In terms of economic rehabilitation, land purchase grant has

been allocated to 517 PAFB, and consequently, nearly half of the land lost have

been regained by the PAFs through land purchase. Beside, 249 PAFs have been

employed by the GOO, 75 permanently and 174 on daily wages. The Government has

strengthened the R&R organization by inducting two resettlement workers for every

village, and established camp courts as field level for resolution of outstanding

disputes.

The mission was further informed that GOO has completed a study of Sabai

grass cultivation and rope making as a sustained source of income for the

displaced women. A study on public land encroachment has also been commissioned

with a view to resettle the eligible encroachers as project displaced families.

In late 1993, the Bank determined that both states had broadly

complied with its conditions and had given proof of satisfactory R&R

implementation. However, these two projects were withdrawn from its pipeline and

neither have been included under the Water resource consolidation Project in

Orissa which is under active consideration for Bank financing. For the present

time, the Bank is certainly not considering the financing of a Bihar Water

Consolidation project.



UPPER KRISHNA ([PHASE II) PROJECT

(Credit 2010-IN, Loan 3050-IN)

Bruce Rich says, "Upper Krishna I project ... closed in 1986 with a

backlog of 100,000 people still to be resettled ... Upper Krishna II, a project

with 250,000 outsees, was not supervised during a critical phase of

implementation. "

The UKP II project did pick up a backlog of about 22,526 Project

Affected families (PAFs) or about 135,000 project affected persons (PAPs)

affected by the Narayanpur dam who had not been properly resettled under UKP I.

The status of oustees affected by Narayanpur dam is well documented in the OED

Report. The Bank was aware of the problem and included a detailed R&R component

under the UKP II project which was considered as one of the best at that time.

Socio-economic surveys and action plans for the Narayanpur dam as well as for the

Almatti dam and the canal affected persons were prepared with the assistance of

MYRADA, a well established NGO, and became part of the UKP II SAR and Legal

Documents.

Mr. Rich's main concern is about the quality of R&R in the project and

how the Bank supervised the project. The UKP has been supervised at regular six

month intervals since its inception. Particular attention has been dedicated to

R&R aspects and as implementation was not satisfactory, the Bank suspended

disbursements in October 1992. Disbursements were reinstated in February 1994

after considerable progress had been made in the policy institutional, and

implementation aspects of the R&R component.

Mr. Rich is right that Karnataka's R&R performance has not been

satisfactory since project inception. In the Narayanpur reservoir area, many

oustees have not been adequately compensated for the loss of land and some are

still refusing to move to government resettlement villages for various reasons,

including inappropriate location and inadequate infrastructure. In general,

there is a large backlog in the allocation of replacement land and implementation

of income generating schemes as per the legal documents. In the Almatti

reservoir area, implementation of the resettlement plan is about one year late.

The Bank has succeeded, however through intensive R&R supervision

missions, in establishing a better dialogue with GOK and in raising the

consciousness of Government and project officers on R&R issues over the past two

years, particularly since the award of the contract for resuming construction of

the Almatti dam in July 1991. But, as progress was still not satisfactory, the

Bank sent letters to GOK dated March 30 and September 9, 1992 indicating that,

unless several actions were taken to redress the prevailing situation,

disbursements would be suspended. Among these actions were the: (a)

reorganization and strengthening of the project R&R wing, (b) posting of a

General Manager with the requisite administrative and financial powers at the

head of the R&R wing, (c) consideration of adult sons as separate landless

families in accordance with the legal documents, (d) updating of the short and



long term plans for the Almatti dam in line with past experience, (e) improvement

of the land acquisition and land allocation procedures, (f) reduction of the

large backlog in economic rehabilitation activities, and (g) redressal of large

number of land compensation claims.

A mid-term review mission was organized in July 1992 which was

followed up by a R&R mission in October 1992. Both missions recognized that GOK

had taken a number of decisions and issued most of the Government Orders required

to address the points made in the Bank's letters. In particular, GOK had posted

a General Manager R&R and recognized adult sons as separate landless families but

had not yet improved its performance in the field. As a result, the Bank decided

to suspend disbursements as of November 3, 1992 and informed GOK that a two step

procedure would be followed to resume disbursements : first disbursements for the

R&R component would resume after certain agreed benchmarks would be implemented

regarding the issuance of additional Government Orders on improved benefits,

updating the list of eligible PAFs, revising the Almatti R&R Action plan and

linking further dam construction with R&R plans; and second disbursements for the

project as a whole would resume when there is tangible proof of satisfactory R&R

implementation in the field as per a second set of benchmarks on the number of

compensation claims redressed, the number of agricultural replacement land

allocated, the number of income generating schemes implemented among others.

Following suspension, the list of benchmarks was agreed with the GOK and

communicated to them by letter of November, 30, 1992. Thereafter, the Chief

Secretary, GOK sent the Bank a letter dated December 8, 1992 in which he

"reiterates the assurance of the Government of Karnataka that the Almatti dam

spillway will not be tackled till such time the R&R picks up to keep up with the

relocation program. " In addition, GOK has sent copies of two additional

Government Orders relating to treating major sons as landless families and

establishing a high power R&R decision making committee at GOK level.

A supervision mission in February 1993 determined that GOK had made

considerable progress in meeting the benchmarks for lifting suspension. In

particular, the R&R wing had become operational and an initial amount of Rs 10

M had been allocated for implementing the agreed plans. Brochures on the revised

package of benefits had been widely distributed to PAFs and motivators had been

recruited from the affected villages to act as liaison persons between the

Resettlement Officers and the PAFs. In addition, Committees at GOK and project

level had been established to coordinate R&R activities, as well as Local

Grievance cells for expediting outstanding court cases on inadequate land

compensation, and Land Valuation Committees to acquire land by consent at market

price. A plan linking the Almatti dam construction to R&R implementation had

also been prepared. As a result, the PAFs and the Bank regained confidence in

the GOK's determination to implement satisfactory R&R and the Bank proceeded with

a partial lifting of suspension for the R&R and canal component as of February

26, 1993. The suspension of disbursement was maintained on the Almatti dam until

some further benchmarks have been met. These refer to the issuance of ex-gratia

payments for the purchase of land, the resolution of outstanding court cases and

the acquisition of land by consent award.

A follow up supervision mission which was briefly delayed due to the

tragic death of General Manager, R&R in October, 1993, eventually visited the

project during November 15 to 20, 1993. The basic objective of the mission was

to review the status of R&R implementation and determine whether all conditions



for lifting suspension of disbursement on the Almatti dam have been met. The

mission visited the city of Bagalkot (submergence in 1994) six priority villages

in Almatti dam area (submergence in 1994) canal affected villages, villages of

Narayanpur dam area, and corresponding RCs (Rehabilitation Centers).

The mission observed continued progress in the implementation of the R&R

program, particularly with reference to just and expeditious payment of

compensation and accelerated pace of house building and infrastructure activities

in RCs. It found that while noticeable progress has been made in purchase of

replacement land (665 joint accounts, 195 sale deeds) and house construction

activities (2257 joint accounts), further efforts are required to (a) complete

R&R action plan for the six priority villages of Almattie as per mission

guidelines; (b) make good the shortfall and inadequacies in issuance of consent

award and resolution of pending compensation cases through Lok Adalts; and (c)

make R&R machinery operational by staffing legal, technical and monitoring cells.

The GOK assured that required action for meeting the aforesaid benchmarks would

be completed by December 15, upon which Bank would lift the suspension of Almatti

dam.

The mission was pleased to note the increased ceiling for stamp duty

waiver in favor of the PDF for purchase of replacement land (from Rs. 30,000 to

Rs. 60,000), and augmentation of R&R funding to the extent of Rs. 700 m for

1993/94. While concluding the visit, the mission recommended updating socio-

economic survey of the Bagalkot town and recognizing major sons and municipal

tenants as independent families. It was also, proposed to entitle all below

poverty line PDFs of Bagalkot town for ex-gratia grant for house construction.

The mission further advised for immediate enumeration of DPFs through issue of

personal ID Cards and induction of NGOs to strengthen community participation

during resettlement and rehabilitation. Besides the project was asked to evolve

an annual contingency plan for villages, to meet the eventuality of possible

floods.

A mission visited the project sites in January 1994, and after reviewing

the outstanding issues as noted by the previous November, 1993 mission, progress

in achieving the remaining outstanding benchmarks, was convinced that sufficient

progress had been made, to recommend the lifting of the suspension of

disbursements. On February 9, the Department formally requested the lifting of

suspension to senior Bank management and this was approved.



NATIONAL THERMAL POWER CORPORATION (NTPC) POWER GENERATION PROJECT

(Loan 3632-IN)

Mr. Rich refers to "the five thermal coal plants belch out huge

quantities of sulfur dioxide - none are equipped with scrubbers- and emit over

1,650 pounds of mercury a year into the atmosphere. The Rihand dam reservoir and

the land around it are poisoned by dangerous contamination of mercury, fluorine

and chromium, and as a result the crops and fish that the half million people in
the Singrauli area consume are in many cases unfit for human consumption."

The five plants referred to are Obra (owned by Uttar Pradesh State

Electricity Board), Renusagar (privately owned by Birla), and three NTPC plants

namely Rihand, Singrauli and Vindhyachal. All NTPC power plants operate well
within GOI standards for ambient S02. There is not that much sulphur in the coal

in the Singrauli area and there is therefore no need to install scrubbers. Mr

Rich may be confusing it with SPM emissions, for which the EAP includes ESP
upgrading programs to be completed by the first quarter of 1995.

On mercury emissions, based on data collected by the Electricite de

France (EDF) for the Environmental Study of the Singrauli Area, the amount of

mercury released per MWh produced in the Singrauli area is about one fifth of

what is considered acceptable by the US-based Electric Power Research Institute.
Even so, mercury pollution in the area remains a problem because of the existence

of a large mercury polluter in the Singrauli area in the form of the chlor-alkali

plant on Rihand lake. The NTPC Environment Action Plan (EAP) does not ignore this

problem; on the contrary, it includes a study to establish in a scientific manner
all sources of mercury contamination observed and identify options to abate it.
Consultants to investigate mercury pollution by both power stations and chemical

plant have been identified. The work will start shortly and will be completed in

early 1996.

On fluorine and chromium levels, the EDF did find some high levels but

the scientific evidence was not sufficient to draw definite conclusions let alone

whether the NTPC power plants were responsible for the contamination. However

under the EAP an ecological impact study has been initiated to determine the

source of pollution and remedial actions. Other remedial measures included are
ash slurry water recycling and closing of cooling water systems.

"In 1989, the Bank began to prepare a 'cleanup' project to remedy,
retroactively at least, some of the social and environmental disruption in its

Singrauli projects, as well as to promote environmental and resettlement and

rehabilitation for the entire Singrauli region .... But the Indian government and

NTPC refused to borrow more money for the proposed Singrauli Environment
Rehabilitation Project and it was stillborn."

The project referred to is the Regional Power Systems Project, where

indeed the first studies to identify the need for remedial actions on R&R were

included. The reason for aborting that operation was however not on account of

R&R, but because NTPC was not in compliance with the receivable covenant. The



'clean up' component is now part of the NTPC Power Generation Project, where the

original R&R component has been expanded.

"Unbeknownst to the international community, for eight other plants

besides Singrauli, the Bank had completely ignored the issue of resettlement."

The Bank has been involved in 10 different NTPC power plants, not

counting the new project. While only Talcher had a specific covenant on R&R, NTPC

was in no position to ignore R&R. They have always resettled and rehabilitated

affected families in accordance with the law applicable at the time. We do know

that it has not always led to satisfactory rehabilitation, but that is exactly

what the NTPC and the Bank are addressing jointly. R&R was certainly not ignored

by NTPC.

"But in one plant alone --- Farakka, for which the Bank lent NTPC

US$300 million in 1984 --- more than 50,000 had been either forcibly resettled

or dispossessed. Attempts to encourage NTPC and the Indian government to consider

environmental and resettlement rehabilitation programs for some of these projects

also failed."

In Farakka, families did lose land but according to our information,

nobody was displaced. A first socio-economic study was completed to ascertain the

present socio-economic status of the affected families, but the study was not

satisfactory and we are doing another study which would enable us to design an

adequate remedial action plan. In the meantime, NTPC has continued to develop

community facilities.

"In 1993, the Bank approved a new $400 million loan to NTPC to finance

the first stage of a gigantic, $4 billion investment plan to intensify coal

mining and expand coal fired production of electricity in nine super thermal

power plants all over India. Other loans are to follow. Under the investment

plan, 3,750 megawatts of new generating capacity will be built at Singrauli

alone. In the new loan, virtually no funds are allocated for compensating and

rehabilitating the hundreds of thousands of people forcibly resettled or

otherwise adversely affected by previous Bank-financed NTPC projects."

This statement is full of errors. One of the most important features

of the NTPC Power Generation Project is that before a power station is eligible

for Bank financing certain eligibility criteria have to be met. This includes a

full fledged environmental impact assessment and the preparation of a RAP for the

affected people. So far we have only approved Vindhyachal II, while for Rihand

II, the main prospective client (UP) is not fulfilling its commercial obligations

and PIB clearance is still pending. None of the other plants have so far been

approved for Bank financing.

In the singrauli area, so far, only 2,000 MW of additional capacity

will be added. The project costs for Vindhyachal II and Rihand II include funds

for R&R, but these costs are not even 1% of total project cost. The additional

resettlement is relatively small because it is only for the ashponds. NTPC is

financing this from its own resources and we are satisfied that the budgets are

adequate.



It is true that we do not have a precise estimate of R&R costs for the

retrofit exercise, but the precise estimates can only be arrived at after the

completion of the socio-economic surveys which are currently underway. Mr. Rich

should keep in mind that NTPC's turnover is about US$ 2 billion a year and it is

certainly profitable enough to set aside funds for the retrofit exercise. In

fact, in the 1994/95 NTPC budget, all R&R units will have their own separate

budgets and all General Managers have been given instructions to ensure proper

funding and pay attention to outstanding R&R issues. The 1994/95 budget, which

is not yet finalized, will be monitored during the next supervision mission. The

Bank loan will however not be used to finance the R&R expenditure, as most of it

comes under operating rather than capital expenditure. Even the part of the cost

that will be capitalised will be financed from NTPC's own resources. The Bank

will continue to monitor this when developing the remedial action plans.



NATIONAL THERMAL POWER CORPORATION (NTPC) POWER GENERATION

(Loan 3632-IN)

Background

Mr. Rich has raised several questions about NTPC commitment to

protecting the environment and to minimizing the resettlement and

rehabilitation required from its thermal power plants. The facts are that the

Government of India requires NTPC to carry out a full environmental Impact

Assessment (EIA) of large power generation stations before permission is given

to start construction. Full environmental impact assessments have been

carried out for the first two power stations (Vindhyachal II and Rihand II,

1,000 MW each) proposed to be constructed under the NTPC Power Generation

project. The EIA's have been reviewed by the Bank and both power plans meet

the Bank's environmental standards. Summaries of these two EIA's prepared by

NTPC were distributed to the Bank's Board of Directors in April 1993.

Decisions on the construction of additional power stations have not yet been

finalized, but all new power stations would be subject to a full environmental

analysis as per Indian law.

Whenever, resettlement and rehabilitation was involved as a result of

the construction of NTPC's power stations, NTPC has carried out the R&R

programs in accordance with the laws and regulations applicable in India. To

ensure a common approach for all its projects NTPC adopted its own R&R policy

in 1991 and this policy was further improved in May 1993. The current policy

has as an objective that affected people improve or a least regain their

previous standard of living and it requires a comprehensive R&R plan to be

prepared in consultation with the affected people. Detailed R&R plans for

Vindhyachal II and Rihand II were finalized by NTPC in early June 1994. It is

recognized by NTPC that the objectives of NTPC's earlier R&R programs have not

always been achieved and that some affected people may not have regained their

previous standard of living. As part of the R&R policy adopted in May 1993,

this problem is now being addressed and specific remedial action plans are

being implemented by NTPC.

On June 29, 1993, the Bank approved the first of an anticipated three

loans of US$400 million for the National Thermal Power Corporation (NTPC) to

support its least cost investment program of new coal and gas-based power

stations. A significant component of the loan is the implementation of an

Environmental Action Plan (EAP) which is aimed at upgrading the environmental

performance of existing NTPC power stations and making the new power plants

environmentally more sustainable.

NTPC currently operates 4,260 MW of coal-fired power stations in the

Singrauli area and plans to add an additional 2,000 MW under the project. In

other parts of India, NTPC operates another 8,794 MW of which about 2,234 MW

are gas fired stations, another 3,781 MW is expected to be added over the next



three years. Most NTPC's. Plans for additional NTPC power plants are in

various stages of preparation.

Most of NTPC's existing power stations were designed and built when

environmental standards were less stringent. They are generally operating

within their design standards, but Central and State pollution control

authorities are now requiring NTPC to take remedial measures to bring the

existing operating power stations, into compliance with the latest, more

stringent, environmental standards. To meet those challenges, NTPC also

realized that its environmental management systems needed to be further

developed beyond the mere compilation of environmental data for compliance

purposes, towards a pro-active approach to identify and manage increasingly

complex environmental and socio-economic problems and issues. NTPC therefore

formulated, in consultation with the Bank, a comprehensive EAP to be

implemented under the project. Part of the groundwork for the EAP was laid by

the environmental study of the Singrauli Area financed under the second

Singrauli Thermal Power Project (Cr. 1027-IN) and completed in July 1991. The

EAP however covers all NTPC's power stations, not only those in the Singrauli

area.

Environmental Action Plan

The objectives of the EAP are to: (a) to rationalize and improve NTPC's

organizational structure for environmental management at the corporate and plant

levels; (b) improve environmental monitoring and preparation of environmental

impact assessments; (c) execute a specific program of remedial measures at NTPC's
existing power stations and make its operations environmentally more sustainable;

and (d) address outstanding resettlement and rehabilitation (R&R) issues in

existing stations and to upgrade NTPC's capability to prepare and execute R&R

programs. The total cost of the EAP are estimated at about US$185 million

includes training of NTPC staff and technical assistance to help undertake

environmental studies and implement environmental projects. NTPC started the

implementation of the EAP started in early 1992 and most of the actions will be

completed by 1996. More specifically the EAP includes:

Institutional Strengthening: NTPC has already restructured its

organization for environment and R&R at the corporate level. The Environmental

Engineering Group is now responsible for carrying out environmental assessments
for new projects and pollution abatement measures in existing plants. The

Environmental Management Group is responsible for monitoring discharge levels of

pollutants and the effectiveness of pollution control equipment. R&R is now the

responsibility of a specialized group in the Personnel and Administration

Department. The new organizational structure is mirrored at each plant site.

Most new positions have been fulfilled and the effectiveness of the new

organization will be regularly reviewed.

Environmental management: This component focusses on: (a) developing

NTPC's environmental policies; (b) standardizing effluent and emissions disposal

and treatment technologies; (c establishment of additional company training

programs, to keep pace with changing environmental regulations, for workers at

various management and operations levels, for environment and safety; (d) central

follow-up and control on environmental compliance and safety performance of



plants; (e) enhancing environmental, data collection, monitoring and analysis

capability; and (f) carrying out of environmental audits.

Enviroznmental Projects: This component includes: (a) ash management;

(b) ash slurry water recycling; (c) feasibility studies for ash backfill at

abandoned coal mines; (d) ash pond reclamation; (e) ash leachate analysis and

groundwater contamination monitoring; (f) electrostatic precipitator upgrade

program; (g) retrofitting of closed cycle condenser cooling systems; (h) chlorine

handling safety improvements; (i) upgrading spill containment provisions for bulk

fuel oil storage; (j) upgrade hazardous material storage; (k) solid waste

management; and (1) sanitary wastewater projects.

Resettlement and Rehabilitation: This includes manpower development to

enable NTPC to effectively implement the new R&R policy. As part of the new R&R

policy, NTPC will also carry out socio-economic surveys to ascertain the present

economic status of project affected families (PAFs) of existing power stations

and provide, where found to be needed, for funding and implementation of

community development programs, including necessary income restoration measures.

The EAP will be implemented by NTPC with assistance of experts from the

E7 network, a group of major utilities (Electricite du France, Hydro-Quebec,

Ontario Hydro, Tokyo Electric Power Co. Kansai Electric Power, RWE Energie A.G.,

ENEL and Southern California Edison Corp. ) Their assistance will focus on: water

and air pollution monitoring, data management, modelling and control; plant

energy efficiency; design and operations standards and safety; laboratory

operations; human resources development; resettlement and rehabilitation; ash

utilization and waste reduction; and, renewable energies. In addition, BEI (UK)

will provide assistance to NTPC staff in carrying out environmental appraisals

of power plants.

Although the EAP is only in its early stages of implementation, NTPC has

already shown its commitment to carrying out the plan. Full implementation of

the EAP will not only help NTPC to make its operations more environmentally

sustainable, it would become a leader in environmental management of power

stations in India, comparable with the best utilities in world.
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ROUTING SLIP DATE: February 23, 1994

NAME ROOM. NO.

A. SHAKOW, EXTDR T8-011

A. STEER, ENVDR S5-049

URGENT PER YOUR REQUEST

FOR COMMENT PER OUR CONVERSATION

FOR ACTION NOTE AND FILE

FOR APPROVALICLEARANCE FOR INFORMATION

FOR SIGNATURE PREPARE REPLY

NOTE AND CIRCULATE NOTE AND RETURN

X APPROPRIATE DISPOSITION

RE: Bruce Rich

REMARKS:
Attached is a second installment on the Africa Region's response to Mr.

Rich (I sent you my view); regarding the Guinea Project. We still owe you
C6te d'Ivoire.

FROM ROOM NO. EXTENSION
K, CLEAVER, AFTDR J3-155 34595



THE WORLD BANK/IFC/MIGA

OFFICE MEMORANDUM
DATE: February 18, 1994

TO: Mr. Kevin Cleaver, Director , AFRTD

FROM: Giuseppe Topa, Forestry Specialist, AF1AG

EXT: 34532

SUBJECT: Responding to Mortgaging the Earth

Please refer to your memo to Mr. Michael Grut, former task manager of
the Guinea Forestry project that is criticized in Mr. Rich's recent publication.

Below are specific remarks related to the points raised in the publication.
The focus is on the project design and what the project has actually achieved during its
three years of operation. As you might remember, a detailed response to WWF's
criticism on the project was provided to EDS05 in January 1990. This response and
relevant background material are also attached for reference.

The project viewed as a deforestation scheme.

The project was never meant to support logging operations. The quoted
75 km of roads in and around the forests were to facilitate protection, sylviculture and
management. 75 km of roads over 150,000 of forest amount to 0.5 meters of road per
hectare, an intensity at least 20 times below the one required for logging in comparable
conditions (10 meters per hectare). Hence, these roads do not signal any intention to
provide direct support to logging.

To date, not a single km of road has been constructed. Forest protection
has been achieved through motivating local forest surveillants. Sylviculture operations
have emphasized the re-planting of accessible sites for which no new roads have been
necessary. A very modest length of one-meter wide observation paths has been opened
to facilitate the ecology and biodiversity investigations, and these would naturally
disappear.

Management plans have not been completed yet. Their preparation has
however been instrumental to generating a very healthy dialogue on management issues
involving stakeholders, the Government and the private sector. While some of the issues
regarding the intensity of conservation versus sustainable use of forests are still being
debated, there seem to be no doubt that conservation will be the main thrust of future
management plans, and that these will be implemented as part of a broader framework
for development of surrounding areas.



Mr Kevin Cleaver, Director - 2 - February 18, 1994

Finally, the project has recently made clear its position regarding
commercial logging by drawing the government's attention to the need for immediate
suspension of the only logging concession near the Dieke forest.

106.000 ha of pristine forest being opened for timber production.

The article allegedly says that real thrust of the project, "hidden in the fine
prints", was to open for timber production 106,000 of pristine forest. This point was
answered above. I would just like to add that this impression might have been generated
by a theoretical assumption made to calculate the project economic viability. Finally
according to the project findings the area of pristine forest is below the mentioned
106,000 ha. The exact area will be available by June 1994.

Cleared and cc: Mr. Nkodo (letter only)
cc: AIC Files

F. Dalencour, BB Guinea Forestry.

A:\ckav.mor



THE WORLD BANK I IFC I MIGA

OFFICE MEMORANDUM
DATE: February 23, 1994

TO: Mr. Alexander Shakow, Director, EXT

FROM: Antony P. Cole, Chief, EA3AG (

EXTENSION: 82543

SUBJECT: Responding to Mortgaging the Earth

I refer to your memo dated February 16th, 1994 and attach a note on
Transmigration that has been reviewed by Mrs. Haug. Please let me know if I can be of
further assistance.

Attachment

cc: Messrs. Kaji (EAPVP), McHugh (EXC), Serageldin (ESDVP), Steer (ENVDR)
Mmes. Simons (EXTIP), Haug (EA3DR)
Messrs. Leeuwrik, Baah-Dwomoh (EA3AG), Fisher, Wiranto (RSI)

APCole:rcd



TRANSMIGRATION

Many of the facts presented in Bruce Rich's Book are taken from Bank documents,
other statements are questionable or incorrect and as outlined below. However, the Book does not
take account of the positive role the Bank has played in the evolution of the program and the positive
feedback on the program from the vast majority of settlers surveyed between 4 and 9 years after the
first three Bank projects were completed. Also, in so far as Transmigration has provided options
for some of the landless poor families, when other options were negligible, the program has had a
positive impact on Government's overall success in managing the economy and reducing the numbers
of the poor. Indonesia's record in these areas is unmatched by other large countries at its income
level.

The World Bank has financed five transmigration and two Swamp Reclamation
projects since 1976, involving total lending of about US$500 million. As with all resettlement, these
have been complex and difficult activities with mixed results and some negative environmental and
social impacts. While contributing to less than 10% of total program cost, Bank-assisted projects
have nevertheless led to improvements in the resettlement programs. These have been particularly
important in improving site screening and evaluation, program management, farming systems,
procedures for safeguarding the environment, support services for the settlers, and economic and
social benefits.

A clear success of Bank support to the Transmigration program was the support given
for site selection, which began under Transmigration II - when the difficulty of finding suitable sites
first became apparent and was continued under Transmigration III and V. The Bank supplied
considerable resources to this effort and the results for site selection and planning are clear even
beyond the transmigration program: (i) it gave Indonesia its first country-wide resource/land
use/development potential maps collating a large quantity of information from many departments;
(ii) a large number of sites were rejected for resettlement based on environmental and social
considerations; and (iii) the policy towards Irian Jaya was changed after the potential impact of
transmigration on indigenous people became clear. In this context, we cannot confirm that the
Book's estimate of 300,000 transmigrants having moved from Java to Irian Jaya is accurate.

Bank-assisted projects directly supported the settlement of about 47,000 families in
Sumatra and Kalimantan, and have assisted in the selection of suitable sites and designs for about
400,000 families in Sumatra, Kalimantan and Irian Jaya. We estimate that the transmigration
program between 1979 and 1989 has involved the cultivation, by both sponsored and spontaneous
migrants, of some 2 million hectares. Though this area is large, much was not in "pristine forests"
as claimed by the Book. Most areas were secondary forests and "alang-alang" (grass and shrubland).
The transmigration area is also less than two percent of the total forested area of Indonesia, and
represents only about 40% of the area under shifting cultivation in the receiving areas. The Bank,
has also supported the preparation of master plans that clearly indicate areas suitable for agricultural
development and identify areas for conservation and sustainable forest production.



The book underestimates the very positive feed-back of the settlers. Based on a
survey of the first three projects financed by the Bank between 83 % and 95 % of transmigrants were
satisfied with their situation. Moreover, in most cases, family incomes are higher than expected,
although a much higher proportion comes from non-farm income than was planned. The cost of
installing families for the program was $7000. The Book, thus is not accurate in stating that $7000
could have kept a household above poverty for 13 years. In per capita terms, the comparison would
be 3 years on average for the program as a whole. Moreover, the majority of Transmigrants now
have a means of sustaining their livelihoods and have access to land, which they would not have had
under a direct financial transfer program.

While the program has been controversial, the underlying premise that it has caused
massive environmental and social damage and has not produced positive results is a gross
overstatement. Resettlement is inherently difficult and complex and like other resettlement programs
Indonesia's Transmigration program has had mixed results including the projects supported by the
Bank. However, taken in the context of the conditions of the mid 1970s and the evolution that has
taken place in the program and the economy, there have been major program adjustments from large
scale expansion to consolidation and integration in regional development. This has been consistent
with the changing population and employment dynamics of the Indonesian economy. The Bank has
played a constructive role in helping the Government to make these adjustments and to increase its
awareness of the environmental and social impacts of the Program.



To: Alex Shakow

cc: Leslie Simmonds

From: John Clark Date: February 21, 1994

Response to "Mortgaging the Earth"

I have read the extracts you sent to Aubrey Williams, but find I
can make little in the way of comment that will be useful to your
task. None of the extracts dealt with involvement of NGOs in Bank-
financed projects nor in the Bank's work in the field of
participatory development. I don't know if the wrong pages were
sent to us but the extracts we received appeared to be a set of
random pages, some quite interesting, but often not related to
issues that we have particular expertise in. I'll do my best,
however.

Pages 1-24 This is a description of the Bangkok Annual Meetings,
the enforced resettlement needed to build the Queen Sirikit
Conference Center, the PaK Mun dam and other Bank-financed
operations in Thailand and a critique of the development path of
Thailand.

Comments: The CD will doubtless give more detail, but the key
points to make on Pak Mun are:- (a) that the Bank successfully
urged the Thai authorities to opt for a project which would
displace one tenth the number of the original design; (b) NGO
pressure has served to heighten attention to the social and
environmental issues at stake and hence has been important, but the
decisions must rest with the government; and (c) that there is
considerable public support for the project in the country; the
Thai population rank electricity supply as one of the most pressing
problems; this may be a more representative democratic expression
than that of the Thai pressure groups and international NGOs who
are opposed to the project.

This chapter describes "the Great Thai Enclosure" debate at the
People's Forum; it may be that many NGOs are critical of the
agricultural and land policies of the Thai government, but as a
participant myself in the People's Forum, it seemed clear to me
that the Thai NGOs were focusing on criticisms of Thai policy
makers and were not seeking to make the Bank appear responsible.
It was noticeable how few Third World participants talked about the
Bank and the Fund, but how keen many Northern participants were to
draw them into every issue and make them the culprit. The book,
for example, suggests a role for the Bank in Thai forest
destruction because it, together with FAO and UNDP launched the
TFAP, but I don't recollect the TFAP being cited by Thai NGOs as a
critical issue (nor is it, surely!)

Similarly, the Bank was neither involved in funding or designing
the Q. Sirikit conference center (I think) and so had no
responsibility for the resettlement problem. It is unfortunate



that many governments favor prestige developments and neglect
investments in poverty reduction; this is something that the Bank
is probably doing more to expose and reverse than any other
institution in the world. The Bangkok annual meetings were but a
small illustration of this phenomenon. When India hosted the ASIAD
(Asian "Olympic games") in 1986(?) several stadiums and hotels were
built for the purpose as well as new motor-way fly-overs. A high
proportion of the country's investment budget and cement went into
this one event.

The Bank is presented as being more powerful than it really is. It
"shapes the world-view of proponents of big international
development, and the Bank is its biggest funder". But to put into
context the $24 billion lending per year is equivalent to what is
exchanged on international money markets every 36 minutes. It is
private flows of money (both for trade and investment) which does
vastly more to influence the course of global development than all
official development assistance and lending combined.

This section makes some innuendos about the Bank (or top Bank
staff) involvement in the BCCI scandal. It quotes a Washington
journalist as saying that there were "a startling number of
connections" between the Bank and BCCI, that BCCI had "considered
making [Moeen] Qureshi head of First American Bankshares, a
Washington-based institution illegally and secretly controlled by
BCCI". Also the same sources suggest that Shahid Husain "had close
connections with Abedi [BCCI founder] and his crowd and discussed
going to work for BCCI". Those individuals may want to counter any
slur made, but the Bank may just wish to say that the link
suggested is ridiculous and mischievous.

Pages 36-7 Deals with Transmigration in Indonesia. I suggest that
the CD and or Gloria Davis comment on this issue. It should be
pointed out that a number of NGOs were supportive of the second
phase of Bank involvement in this scheme (which focused of
rehabilitation of the early transmigration sites).

Pages 130-9 (mostly on Bank-financed operations in Brazil) This
suggests that the Extractive Reserve idea was adopted by the Bank
in 1987 as a result of public pressure by US environment groups on
the Bank. This down-plays not only the role of Brazilian and
European NGOs, but also ignores the work of Maritta Koch-Weser and
others inside the Bank who were actively involved in developing the
concepts

p134/5 suggests that the Bank led other donors into refusing to
allow NGOs into the annual donor discussion with Indonesia. As far
as I recollect, the Bank was instrumental in the innovative
decision to hold a special donor meeting with INGI NGOs on the
occasion of the Inter-Governmental Group on Indonesia. NGOs were
not present in the official meeting, but then again observers are
excluded from most negotiations between governments.

pages 168-9 deal with Rondonia project in Brazil. No comment.



Pages 176-9 deal with the GEF; best to get Nick van Praag to
comment.

Pages 282-9 do deal with an issue we are concerned with (grassroots
NGOs and movements), but there really is nothing exceptional said
here on which the Bank would want to comment

Pages 304-5 again nothing exceptional. This chapter is clearly
exploring alternatives to Bank-type development. NGOs are praised,
and then it is suggested that NGOs are so small that they couldn't
represent aid flows on the scale of the Bank. We could point out
that collectively they channel over $7 billion to developing
countries, which is similar in scale to Bank operations.



THE WORLD BANK/FC/MIGA

OFFICE MEMORANDUM

DATE: February 18, 1994

TO: Mr. Aub ey Williams, OPRIE

FROM: Alexa d r S kow, Director, EXT

EXTENSION: 31828

SUBJECT: Responding to Mortgaging the Earth

1. Further to my E mail message of February 15, I am attaching copies of
the relevant pages of Bruce Rich's forthcoming book for your review. The
book has been available in bookstores for a few weeks now and although the
publication date is not until next week, it is already getting attention
in the media. We believe that we need to respond quickly if negative
public opinion is to be minimized.

2. Andrew Steer and I will prepare a package of short pieces to respond
to the major issues raised in the book. This will kick off with a cover
note that addresses the broad message we want readers to have from our
perspective, including a critique of Rich's apparent development
"philosophy". (I attach a blurb issued by the publisher's agent which
sets the tonel) This overview will also draw from the various individual
pieces being done by you and others.

3. We must also react to some of the obvious oversimplifications and
distortions in Rich's analysis. A series of individual brief notes are
intended to do this. Thus, we ask that you read the attached sections on
participation and NGO involvement in Bank operations and give a brief
critique. The critique should include a statement of the Bank's view of
adjustment and some examples of where Rich's expose is misleading or
inaccurate. We do not want a detailed point by point disclaimer of the
text, but rather a short (no more than 3 pages) argument outlining the
main inaccuracies.

4. Please let me have your response by c.o.b. Wednesday, February 23.
Let me know if you need more guidance. Lesley Simmons (ext. 31785) will
be working on this in EXT and can also help advise on issues.

5. Thank you very much. This is very important and urgent and we are
grateful for your personal attention and time.

cc: Messrs. Adams (OPRDR) Choksi (HROVP), McHugh (EXC),
Serageldin (ESDVP), Steer (ENVDR),

Ms. Simmons (EXTIP)



(syn-tax)

January 21, 1 9 9

Dear Edizor/Producer:

With the World Bank celebrating its 50th anniversary in July, Bruce Rich's
ground-breaking expose -- Mortgaging the Earth (Beacon Press) -- tells the
organization's untold story.

For the last half-century, time and again undeveloped countries have turned to
the World Bank, the single largest source of finance for international
development, for financial and economic assistance. But, as Bruce Rich reports
in his scathing critique, the world Bank has done irrecarable har to tne
environment and to :ne world's indigenous peoples. As a result, we are all now
facing the tremendous strain of collapsing economies worldwide

in Mortgag , Bruce Rich, an internationally known expert on te<7C1=nn,-
environment wno once consused for the World Bank, shows how sc-recy,
bureaucratic arrogance, and a tecn-ocratic faith in outdated ideas of progress
have fueled a l but enormously destructiv global effort.

Using leaked docments 5ro. sources inside the Bank, PRi- expcses, most
notably, the Bank's involvement in tne destruction of the Brazilian ra~n
forest. Rich also shows how our tax dollars have subsidized the debt of private
i nternational banks; how repeacedly and without political accountability the
World Bank has increased its financial support for regimes that torture and
murder their subjec-ts, from Ceaucescu's Romania to Suharzo's indonesia.

Bruce Rich, senior atorney for the Environmental Defense Fund, is widely
acknowledged as the authority on what is wrong with the World Bank. He
testifies reg larlv before Congress, is frequently interviewed, and has written
for the Nation, Tho Ccobogisc, World Policy Journal, and many otner journals.

To discuss Bruce Rich's shocking revelations about the Iorld Bank and how its
policies threaten us all, please call me at 718/875-3502.

i best wisHes,

Kirk

Mortgaging the Earth:
The World Bank, Environmental Impoverishment, and the Crisis of' Developmenc
by Bruce Rich (Beacon Press)
384 pages; 6 x 9; Index
$29.00 clot hbound; ISBN 0-3070-4704-X
Publication Daze: FebruaryI 28, 1994
Beacon Press books are distributed to the trade by Farrar, Straus & Giroux.
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xiv • Prefae

The help and suggestions of all of the people mentioned above have

been extraordinarily impottant, but, naturally, I alone am11 respoi nsibl for . . . . - -- 
'

1e content of this book as well as for all errors.

I am cxt reiiely graeidRI to my cumplo yer, the EnvirolmenItal Defense

Fud, for allowing ic to spend much of my time last year iesearchitig

and completing this project, wem, is a remarkably creative insttituion, one

with rare tolerance and flexibility. I would like to emphasizc that the Thc Dweling Place
opinions and views expressed in Morqgaging M Earth arc my personal oftic Angels
ones and in no way necessarily represent those of the linvionieital

Defense Fund, its staf, national mnibership, supporters, or board of

directors. rm is a refreshingly diverse organization, and among the many

individuals associated with it one can find a variety of vicwpomiits on

nmierous issues, including the ones I address in this book.

Washingtoni, D.C.

June 1993

it was Bangkok, the humid sumier rainy season of 1991.

Thousands of workers toiled (lay and night on the most expensive pubhic

building ever constructed in Thailand, a country of 54 Iillion People.

The finance minister Was antolUs. The goverilIelint had speint $too

million, and after nineteen montlis of aroundi h-clock work, the

gicaming, modernistic palace of concrete and glass still was unfinished.

Only a few weeks remained umil "the meeting," ald national face was at

stake.
The ilministelr Id otler reasons to he wolried; despite a special govern-

ment allocation of an additionial $ 17 million for meet ing-rclated expcnscs,

there was one problem that no amount of money could cure in a lew

weeks. The Queen Sirikit Conifrcnce CeIter had to he built in the

Sukumvit Road area, a new, rapidly growing pait of town; no othe place

so central could be fmid to build such a large huilding, coverig well

over half a million square feet. Btit in a city with some of tIle worst trallie

jams on carth, Sukumvit was one of the most congested areas of all It

could take two hours during morning rush hour to get there by taxi From

one of the lixirious downtown hotels, and another two hours to return

in the evening. Rangkok had quadrupled its population to more than 10

million in less thanl a generation, and the numitier of atitomoblies had

increased over tenfold; the city was asphyxiating on its own growlh. ie

_ traflic would be made worse diring the three days of the meeting by the

traditional insistence of many of the thousands of delegates on being

chaulTeured armund town in private limousines. The vision of delegates
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and boys were clothed during the meeting. The minister of health, an

in all over the wod choking on smog in stalled limousines evoked avuncular man popularly known as "Mr. Condom,"3 would circulate at

asternation. What to do? 
the conference center, handing out souvenir key chains with prophylactics

The government, installed by a February 1991 army cOup, appreciatedenseinraprntlsicsawrig htheaiofcdanAs

van ires ofoiiary- like dcisiveness:. it would stop tr(Ie and s'iriog bly enicased ir I ransfparesit plastic as ai warning that the nation faced anI AlIDS

iting lown miist of lie city. ie prime ninister announced that holocaust.* And then there were Bangkok's tells of thousands of sidewalk

:ober 14 arid mo s991, woof ld t special national holiday iin Bangkok, vendors and hawkers, a clamorous, enterprising bunch. Soic in the miii-

ibre inre than 5o percent of the country's economic activity takes tary and the government felt uneasy with the superficial aura of anarchic

te. All banks, government offices, schools, arid state tvrpitss wotl uinrtliness that tecming hordes of street vendors presented-it seemed

cloe. 
somiiehow underdevcloped, at least in comparison with the crystal palace

This was just the beginning. The governnt set up a special medical of the new conference center. So the government forbade street vendors

tis awso and heinoing. the governmese up a doctors, RrrSes, from selling their wares around the conference center arid the delegates'

smcomprising ahelicopter, toambulances, ad830 dotrnrehotels for the duration of the meeting.

id technicians, on call day and night, to provide free medical care to the As te uton o the meeting c

:legates and their families. Bangkok's eight leading hospitals would be As the counta tdown to ie great meeting continued, there remaftied the

aced on emergency alert, arid each of the seventeen luxury hotels lodg- fost inractable, embarrassing problem oall. On three sides of t oe on-

g the delegates was matched with one of them. The director of the fernee center sprawled clusters, indeed whole neighborhoods, of wood

angkok General Hospital soberly assessed the health risks such a giant and cardboard shacks with corrugated metal roofis-sluns-really n t so

ectig wuldpos: "ur pepaatins aveemphsizd haviy .. ,bad compared with those of mianiy other developing countries (the Philip-

eting would pose: "Our preparations have emphasized heavily.pieanInifrxmp),btsuidndnigynvrhes.Oe

atmient of heart diseases, as they miust be attended to urgently. All pines arid India, for example), but squalid arid unsightly nevertheless. One

ese nicetigs abort ioney ay create anxiety anorg delegates, ugnly could see thousands of the unseemly poor camped on the very ramparts of

feseomeares aouite o n' mthe new conference center. Like the hapless armies of prostitutes and

f whorm are quite old."sre'edrte 
er ua eues ay rmTaln' ors

Solving these problems only seemed to uncover more, many of them street vendors, theas wre rural refugees, many fromn Thailard's poorest

nked to Ihailand's remarkable success in the past twenty years as a region, the northeast Fifteen thousand influential people were to fly to

modcl of dynamic, export-oriented economic growth. Tlie conMry's CeCo- Bangkok for a threc-day ueting to discuss ley ard o roth -ind

ominic transformation had uprooted millions upon millions of peope everoy time they l oked out a window they would ee poor pdole going

-omn the Thai countryside. Many of thei had conie to Bangkok. iThe city about their dail% ii i iimkeshit shacks of broken wood and corroding

as art estimated half- million prostitutes-women, imienr, and childrcr--of This was a jobor the army, the linance ministry decided. There were

hom a third may be already mv positive. 
over o m ob slr de in the aita mny of wh h ee

Bangkok's thousands of nightclubs arid massage parlors offer one of over one million sltrn dwellers in the capital, aty of anot had beenr

hie most hurid spectacles on the planet. International sex tourism is big relocated repesatedhly for new copstrbction. 'Fie fate of another two or

siness in Thailand, and an imporiant source of foreign exchange, Two- three lrousan i should pose nto new problems. Finance ninisrry oicials

irds of tire country's five million visitors per year are men, and great proposed to tire Tai cabinet in late yie that the cohaiNties io sight of

lmbrrlers of tliem conic for sex, mnirry from Germany, Japan, -.mAri ls- die conferecnce center he removed by August; tire Thai National [-lousing

rahia. lit tre brave new er- of the global-tre global eCroonly, tire global Authority would provide new housing, evenitually, inl another neigiblor-

vironnint, an global com tiomv tdvhntage-Baeco hood miles away. The people would be better off-arnd ott of sight.

:nvirblonmetnl bal c pingkok his become But the slum dwellers didn't agree; those who could ind work were

lt Wol the want to b en street vendors and day laborers in markets near the conference center;

i twuis? Rureors abotrrided that tie glossy German weekly Ste e appreciatn- relocating them miles away would destroy the little access they had to 
a

rig its own delegation of photojournalists to stalk the city's most notorn- precarious livelihood. They appealed to the prime minister, ho arranged

nis lubs arid whorchonses in tire hope of catching ddelgates cavorting at a cmutpriiic- A total of 647 fariies ill two Skilr's, irng Piak ard

GLrnai taxpayers' expeiise- NRC sent a teani to film the meeting. Not just I ni May 1991, almost 3 pcert of lhai army recruits and I percent or all wIIIomtIen d-

the image of the delegates, but that of the country was at stake. [he gov- inmprcnatal chumic lested rrvpositive. B inre tend ot rcade, nbc

eriment sent discreet orders to precinct police to ensure that dancing girls nrt, WO t 11 1 mu0lin Thais Will C infected.
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'ung Paisingto, would have to relocate ("voluntarily," the prime miinis- Ploy, who coughed and cried incessantly. Ploy had fallen ill after Kusuma

cr insisted), but unides of others would be allowed to remain in three and her family were relocated from the Duang Pitak slum. Ploy's older

ter shist ligtbortinrts. Those who remained would be clisted along brother, lTha, had also fallen ill with respiratory problems. Kusuma told a

vite army brigades iil a "beautification" progra to plant trees and grass reporter that their illness was no surprise-the area under the expressway

vi1 othrvis iiprove the appeairate of ir dwellings for the testhetic was dark and damp, and the air was noxious, illed with dust and exhaust

nrdtification of the foreign dignitaries.4  The army tents had no insulation from the humid ground. The families

In early August, tore in minister toured the conferete building for were cut olT fron electricity and water, and lived by candlelight. Each

le Arust time. e was very proud; ii erie ould deny that it was attractive family received $240 as conpeiisation, not enough to cover the cost of

rhd well designed, and it had been conceived and built entirely by Thais. the new houses they were helping onue another build. Many of the men

mutside the entrance, a qter-of-a- million-dollar gold statue, an abstract would lose their jobs as day laborers and vendors when they moved to the

;culptutre vaguely arsebling a giant buning bush, would greet the dele- new houses, and soie fanilies could not borrow eougLih to mtuove; the

gates. According to official accounts, it sytbolied prayer. But the prime leaky Thai army tents would be their homes for the foreseeable future.

minister's fancy was particularly capivated by the lavish bar, where so Kusuma was bitter about the money the government had spent for the

much important business would be conducted. He told reporters how three-day meeting of well-heeled foreigners. She told a reporter that the

uci lie appreciated the view from tre corners of the barroom and the compensation the displaced families received was "too small to eveii pay

cafetria-most of the slums adjacent to the conference center were still for their hotel room for a single ight."6

visible, tanks to his siterv ii. Thailand was still a poor country-why Across town, another meeting had begun, much different from the one

should it be ashamed of its own people? '[ie areas to be bulldozed were that would take place in the Queen Sirikit Conference Center. At Chula-

across te street, not visible fror the inside of the building; the delegates longkorn University, more than a thousand people, mostly Thais but also

could reflect tranquilly on poverty, economics, and money while they sympathetic foreigners, were gathered in a "People's Forum," It was

cd r tipore Slings-or could they? October 8, the litst day of a series of alternative meetings that would take

The prune minister aitnouv ed ip tied Saa press that "the Ibar] stools are place over the next ten days. The People's Frum had been organized by

too sall. Foreigners wio have big friames say find it uncomfortable to a coordinating committee of more than 200 Thai nongovernmental orga-

sit on then. I myself had difficulty sitting onl tiem." nizations (NGOs) concCrned with the environmuent, social equity, and

Days later, the army moved in to evict hundreds of familics from alternative economic development.

1ang Pitak; most bad no more than a week's notice. Much of lie vacant lIt the 1980s, Neos had burgeoned in Thailand, responding to grow-

la would be used to build a special access road to the conferece cnter ing social and ecological problems accompanying the comutrys export-

to improve traffic circulation. As September approached, electericy and oriented eco-inmic growth. The groups were typically small, Iocising on

wat r were cut olT to pressure those who still refused to move. F orty -three specific problems such as health care, village development, and hunami

Families huddled i il-i community school after their homes had been rights, with staill of fewer than ten persons, nanty of whomti were -on un-

bulldozed away. By Ocober moist if liarg 'itak had been razed, and teers or students. Their aitnual budgets of a few thousand dollars a year

ll stragglers were relocated, would hardly cover the expense of a couple of short trips to Thailand by

Thee foreigners began to arrive, at first by the scores and thcn by the one of the development bureaucrats employed by international agencies.

thousands and thousands, it the second week of October. The govern- Some groups were national in focus, like the Project for Ecological Recov-

ent assigned 6,36an police to esure security and to guard against terror- cry, which has played a lead role in documenting lie ecological cost of

ism, arid a spcial Security budget of nearly $3 million was allotted to govertnment-sponsored development 7

cver the extra cost. Biangkok cops called it "the mother of all mteetings." Tlre hundred and fiflty villagers fiom all over Thailand bad come to

BY Srudy, October 3, a rly 15,0 flicials, dignitarics, and bankers Bangkok for the People's Fortim, and they were joined by representatives

byrn 56 dilSunrday t c i3tliies would c mi in Bangkok. of Bangkok's streel vecidors, slum dwellers, numerous sltident s and aca-

Mariwhile, a few liunIred yards fi-om the convention center, seventy demics, and spokeswomen for tie coumtr'ys prostitutes One of the first

families huddled in army tents underneath an elevated expressway. Inl one speakers was a feisty middle-aged woman named Roy Srihaphong, well

of the rents Kuisuma Wongsristck tended her two-mimith old daughter, known as a vcl communnity organimzer and alltcrtinate y calcl "At mic
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Roy." Auntie Roy explained that she lived in Klong Tocy, one of the slumn regions will become "rich nomads".. These wealthy wanderers will everywhere

neighborhoods adjacent to the Queen Sirikit Conference Center be confronted by roving masses of "poor noniads"-boat people on a planetary

Before the packed conference room, Auntie Roy described how she scalc-skting io escape Fnt tiv e dstitt periphery, wlir nos of the earth's

had conmic from tlie poor inortheast iwety-e ght years earlier in scarech of a popiu~laition swill o minc til live...
had ~ ~ ~ ~ ~ ~ ~ ~ ~ ~~n coefolh or otes wny-ih er ah r m cchif Anid they will know that the prosperity that is not thiris partly comeis at thie

better life. After all these years she was no better olf, and her makesiprice of their witcking and at the price of the evi ron eit's degradation

shelter was threatened with demolition. Auntie Roy's voice rose as she

described her feelings over the past months as the conference center was

built: 
At the apex of this economic world order are situated a number of

unique public international financial institutions, of which the most

I pass it every day, I can see it from my window. it looks like the dwelling place of mportant are the World Rank and the International Monetary Fund

the angels. We have tried to imagine these thousands of angels arriving in their fly- imp)t* The Ban and he F nd tale t atational ma n-

isig boats-tbat'5 what we call airplanecs-arid wec ordinary people wonder if we (M)
t '[hle Bank and thle Fund were established at ati internatioiialro-

ilevr boats-tha'sit wel a aeeirpnes-and we odnr peopetary conference of the incipient United Nations, held in 1944 at the New

wiT e ale tsik ind th ntentrom.l MonetarHampshire resort town of Bretton Woods. Linchpins of the post-World

The World Batk and the International Monetary Fund were coning to War II international economic order that produced unprecedented global

growth, the Bank and the Fund have become the most important public

institutions affecting economic development in the world. The 1Mb mainly

lends to countries over the short term to remedy balance of payments

Rich Nomads and Poor deficits, and requires in exchange rigorous macroeconomic policy ica-

sures from the borrowing nations to cut internal expenditures and

Jacques Attali, lotigtinie advisor to Fransois Mitterrand and increase exports. In the 1980s, the Fund took on a related but new role in

president of the newly formed European Bank for Reconstruction and managing and partly financing international debt reschedulings between

Development (EnRz), had just arrived in Bangkok. Attali had recently Third World countries and pivate internianonal banks-

published Millenninno: Winners and Losers in the Coming World Order, i The World Bank lends about $24 billion a year to more than a hun-

which lie portrayed the triumph of the global free market econoiiy in dred countries to support economic development projects and programs,

teris both eit hralliig and distessing. With the Ieiiise of the Soviet the total cost of which is over $70 billon annualy, It inaiages a pot

Etpire, the whole world was united by now irresisliblc mimlt iiatiomnal cc * Tc ilhem majr public iiniernalina finaial institmions indude itre regiolnl uibt

nomnic forces. The iiarket-oriented production of coninioditics and the cral develomniit ibks (tns)-thie Inter-Americn Deelopoel iank, tihe Asin Devel

forces of consumption reigited over the entire planet more totally than opcment Batik, ank, nd lie Arrican )velot1 tsic Jtank-ia svell as ihe newly created (1990)

a -y previous political order or religious nmoveentil in history. 'Ilie new European Bank ror Recoistruction and Developmenit (RnD).iThe regionat iilitiateral

world order described by Anai would he based in the political sphere on developmnet banks were rounded in the 1960s to lend money to developinig coutimrics for

pluralism and democracy, a fiting culmination of ie past two or three large-scale economic development projects in their respective regions. Their structire and

ltiadred yarsd f Wstemrcy ahsty coperations are largely modeled on the World Bank. The Emnrt was established at tie initiative

hundred years of Western history.' or the French government and Jacques Attali to lend to the new market economics develop

But the French economist saw a dark side to the glorious conimodifica- ing in Eastern Europe and the former Soviet Union. ti too is a public international financial

tionl of thle globe, one iat threatened tle prosperous bene6ciaries of the institution, conceivcd along the lines of the World Bank and regional MOSs. Chapter 3 dis-

tion otheglobe, oneh tr ed eu cusses in more detail lie origins and functioning of the World Bank, the tnt, and Imhe post-

global comnsuner econoly: World War it international ecnonic system.

F-roni their privileged technological l they will preside over a wvorld that has * * The total cost of a project that the Batik supports is typically two to three tiimles greatcr

eiimherac ed a cotinin idehology of cons eris but is biterly divided v ietwec n rid than the aoinitit of a Rank lotn, because of cofinancing from local governmenits pri ate

embr threatened e a -warming aid solted atnmosp er , girdled by a dese c banks, and otlict bilateal and multilateral development assistance agenciCs (such as tile

nt poor, h 
regional atnrs, time U. Agency for internationatal Developmentand the fiorign aid agenices

network of airport imetropolises for travel, andi wired for instant wordwite coi rlapan and the Western Eturopean nations). Disburstents on new World Rank loas typ

isisinicanot Moise, infortitation, goods, ald Petphc will move around the world calj eXtend over several yearm, so the actual amont of ioncy the Bank aninially pays otint is

at dizzying speeds. . .Severed from any national allegiance or family ties by less than the amiuttnt or nw tending commiiments. in 1992 the hank disbirsed S16 4.

mchip based gdgets . . the costnTer-ciiiretns of the wmnrldd priVilcgeCd billio
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folio of outstanding loans totaling $140 billion, financing development was still East Berlin could sleep and move around much morc freely,

scheeis totaling oiver a lird of a trillion dollars. '[lie World Bank ollc- thanks to tle solicitous East German security forces. Demonstrators

acs o a larger scale thin aiy of tile otlher so-called public ni cu pl ii staged a sit-down blockade of the limousine convoys, and most of West

inancial institutions. More than any oilier entity onl earIi, the Bank Berlin's taxi drivers went on strike for an afternoon as ar cxprcssion of

shapes tie worldview of proponents of big interiational development, solidarity. '[here were several alternative meetings involving tens of thou -

and tie Baik is its biggest inder, sands of participants, including the convocation of a "Permanent P1cople's

The annual meeting of the two Washington-based financial beliernotIs Tribunal" to try the World Rank and imP br cines agaiist hutiaity,

typically attracts tie financial elite of the entire planet: tle finance minis- The greatest number of police since the Second World Var-some

ters and central bank presidents Of thle 176 nations (as of 1993) that arc 17,000 from all over Germany-were deployed to guard against poten-

members of the Bank atid the Find, as well as high-ratiking represlzit- dtally violent demonstrations atid possible terrorism. Irritated Berliners

.ives of the world's Icadi.g private coiniercial banks and investment complaied that the meeting had transformed their city into "Bullenihaup-

banking firms. The delegates to the meeting discuss the global economy stadt Europas"-tlie "cop capital of Europe." On tre oliflg day of the

and ititernational finance, particilarly with respect to developing iations. oficial niceigs, 8o,uoo dernotistrators marched through the center of

The nietings arc above all an unprecedented opportunity for the world's Berlin to protest the policies of the World Bank and the i.-. ihey carried

bankers, public arid private, to cut deals anionig emselves anid wvith gov- banners alleging that the Bank and the Fund were destroying global eco-

errinictnts. logical stability through their shortsighted development policies, and

An overriding thetiic of miatiy of the aniual meetings in the 1980s was "organizing the poverty of the World's peoples.""2

the Third World debt crisis- The response of the industrialized world, led In Berlin, and now in Bangkok, the planetary boat people arid margin-

by the United States, was to use the World Bank aid the iMr to lend alized urban nomads of Attali's nightmarish vision pressed alarmingly

more money to the biggest debtors, such as Mexico and Brazil, while close. It was disturbing to think that their existence somelihow had sotne-

simultaneously promotinig loan conditions the objective of which was to thing to do withi destruction of rainforests and global warming, not in a

push indcetd coulitries to redtice domestic expeidit tires aiid to export direct sense, but as simultancous phenomena cnanaling 1from a common

tmore. 'Thie irpact offthese policies oni thle Poor inl many critriics was source or shared global system. [hey were an ontological erupttion, a rude

devastating: real wages dropped, ard governmentit helth aind education one at that- It was not so miuch the people t hemselves who were threaten -

services were slashed.* In countries like the Philippines arid Brazil, many irig, btt tie iitidv ard rot ver understidable reality they appeared to

of the impoverished became shock troops of tropical deforestation, vainly come from. No place was foreseen for this reality iti "the dwelling place of

seeking to eke out a liviiig oi poor rainforest soils. The goal of the credi- the angels" 'two worlds were colliding.

tor couitries was to avoid miiajor debt forgiveIess or loan defaustlt by pres- What on carthi was happening?

siring poorer nations to earn more foreign exchange to service their

debts. The terms for these policies had a sanitized ring to them that gave

little hint of their tremendous social impact: officials spoke of "structural Development or Destruction?

adjustment," "policy reform," and "stabilization." In 1991, in Bangkok, After Auntie Roy fnished her short speech before the

hie new challenge was to incorporate Eastern Europe aid the forrer People's Forum on the morming of October 8, others told their stories. A

ovet r Ui on intplace ith Washingtonk r former artillery officer spoke of how his life had been ruined by 'lThailand's

TIwo years out of three the annual meeting takes p la m W as first hydroelectric dam, Bliuiibol, financed by the World Bank in 1964.
Every third year a foreigni city is chosen to host the event. in 1988, it wvasMreta3,0popewedipcdbyheamantegvrmn-
Becrlin. Many Bank ardPn, ~ iil eimbrdBri sauiul More than 3,0(00 people were displacedl by the dam, arid the governrnemeit -

ulplasint Place Mobs If young Gerias gatered night after night out- controlled Electrical Generating Amtority of Thailand (EGAT) prroiised

side te city's l ofury hotels puninerlig drums ard clanging lts arid pans the displaced people new arable land aid houses, with water, electricity,

todeprhe ty's l el fsl pm elinck few who were loged p wats arid a road. The officer, Lert Techa-in, had served his country for thirty
years. But GAr gave him ard t lie others nothing, and twenty-seven years

* j, rl -4 1hih i PlMr w ,in r vl'i Ii (liii' r j11 ri,,, I Later I Tc lclr ill accursd i(AI or lestrovim h etn(uuu iijiC sof- riian1v
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lives: esidnheerio dete the fact that the site flood levels of the river itself. The Bank and EGAT clairned tie project

is "We stil r don'tihla e reservoir and 36 kilometers fron the would adversely affect the land of no more than q,o)o people, and require
jw nl itne kiter fm thneevir a 3 f th lust if the resciement of mbout 2,oo1 at most, The dam would be buil in the

mero orld Bank loans to FAi for large-scale is and power middle of Kaeng Tana National park, one of whose imain attractions was

nuiiteros o B loans to n^T $or llion w p d bh' the spectacular rapids downstream and upstreai of the proposed darim

991 14 Other dans at ligowed in the 1970 and i98os had raries lit Tle Bank aid FoAr insisted that the darn would not destroy the rapids.

ie known outsie d liailin: Sirinidliorn, Sirikit, Sri Nakharin, Kha I .aeti. Bitt B oGA's history of wihhliolding information and its high-handed

Te Siriidhiorn darn also displaced i horsaids, who were resettled on treatment of villagers aflected by its projects fostered tensions that

infetile land and suffered increased poverty, The Sirindorn reeuges have prompted growing civil resistance, In March 1991, villagers fron the pro-

been asking fr adequate rehabilitation ioe 1967, no re avail, posed Pak Mun dam and reservoir area presented the World Batik resident

II tie course of tese forced displacenents of the poor, vai had crc- representative in Bangkok with a petition of over 12,00o signatures

led a legacy of escecy ard contempt for local opinion, and mistrust among protesting the project. The villagers asserted that mAT had threatened

people affected by its projectsoep is largely a World Batk creation; in them with retaliation if they continued to raise objections-not idle talk

fact, cte by tres, t Ar isted that the Thai goveriitliatt in a regime established a month before by a military coup.

create an treloaos, independent power agency, which later became In early May 1991, EGAT started building the dam, and oti May 21

cAr, as a condition for fitre power loans. The Bank was riot only more than 800 villagers gathered near the site to protest the buildozing of

directly responsible for Aus birth, it was FoAT's main o f external a small shrine in the construction area. Several arrests were made, and

financing, an d tspn s iexrcised a , importrant influence in its attlition-or Thai autliorities asserted that large public gatherintgs were illegal under

liackif attentio-to eeviroinetal an d social matters over the yearst martial law. Later that month, protesters rallying against Pak Mun near

Inc o0, tioe Bank pronmlgated a Policy it reabilitatior of pottiye a- the datn site were fired upon by unidentified gunmen.'6 Although art

ions displaced by large infrastructarc projects such as dams (alt ough the environmental assessnit of the project had been prepared in the early

Batik insisted that tle policy was not retroactive, so it tok Ito tespoitsibil- 1980s, wCAr continued to refuse any public access to the environmental

Ban instise thuatd theoi r eralThaisitracveso too ihresough studies, despite several protests by Thai NOos to the World Baink, and to

ity for the thousands of rural Thais it had helped to impovrish n rbitself

riegligert resettleuiett itt earlier projects such as Blriiibtil arid Siririd - lisf

horn). Ile 1e8 policy ot its lace is artctitabls s c oe: the Bank requires Finaly Ft agreed, on Jitle 19, to allow a major Thai environnitital

borrowers to prcpare at an early stage in project preparation a resculIe- group, the Project for Ecological Recovery, to view the environmental

brrwet and repabilitation plan in consultation with, ar acceptable to, the assessment documents (in English) in an Cu library 500 kilometers from

ment a ho will tie displacd. hie plan must put tae "proiect-alfected the damit site- Bit what EGAT granted oil one occasion FOAl wourld refuse

people w ill be dae The two iionthls later: in Atgust, a delegation of villagers affected by the tdatmt

popoatiiri ii s gutl rt n ni 'tue itn;It io Is heiy wet e befi ucliantil

ard preferably in a bater o cy traveled to the RAT head olice in vain to try to view for ihemselves the

At nd n99t Peole's Foru , I itugh, there were scores a tf villa gers arid Civironmiental assessment

activsts front the vicinity 9fe the latest dai project iwe Thailand that the As approval of the World Bank Pak Mun loan bcame iminnt in the

World Batik was pLA iinig to finance, Pak Mirn, for whom the Bank's autumn of 199 1, academics and scientists in Thailand and abroad attacked

resettlent policy was little more ttan a pbli relations hoax They the assessmemn as incoipetent, bt World Batik oficials claimed it was a

elaited the Bai was still ignoring its resettenietit guidpliue as well as worthy example of sound environmental planning. University of Califor-

violating the Banst basic criteria of e rsiroeumental assessment A relatively nia biologist Walt Rainboth, one of the world's leading experts on tihe

siall prtject by World Batik staudarts, 1k Munt was becoming a rallying fishes of the Mekong River basin, obtained a copy leaked to US etiviron-

Cry ipr oetaiaid fby oppoinets of hih Manded ec b icrat ic raegli ece niital grotups by the U.S Tircasury Department. "Ahlioughi the percep-

cTe iart was to b pp b neilt ill toilicast 'hliland, t-ear ta ie iitli nf the tion of this icpirt might be as a travesty or caricaire," Rainboth wtote,

Mth River, thle larst tributary ithe mighty 4,tot kilotnetcr Mekong. "I srggest it is tutich iore, Based otn the imiportance of the project aind

ak Mi was a tatar of e i ie tat is, the tdami the capacity for irreversible damage, the report is criminal lemphasis i

%11, cnd e si s i hiejrivr than meistoicilly rerrtlitm originalt If' tilehing like this were sihimnitid t Cnigress in order
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to solicit funds, its fraudulent nature would deserve criminal indict- Thailand at a fraction of the cost it would take to build fifteen darns like

Pak Mut."

Rainbot , who id spent Years 1tidying the Mekong ecosystrii. noted In August 1991, the U.S. Agency for International Developnet sent

that its fish Fauna is among the ricest in the world, aid that tie Iak Mun a researcher, Mark Rentschler, to Thailaid to investigate the Pak Mun

daii would dest oy ttold identified a d tiiidetified species. He asserted controversy, Ile discovered that the World Bank's own project documents

that the preparers of the assessment not only had undertaken grotesquely for Pak Mtn cstiiated that the amount of power produced by the darm

inadequate studies of the fish in the Mon Rtiver, but were so incompetent could be provided at less than a quarter of the cost by energy eliciency

that they had misidentified the few species for which they did collect sam- and conservation measures. In fact, in 1989 the Thai National Energy

ples.' 9 Public health organizations and doctors insie and outside Thai- Administration prepared an $8-mnllion three-year plan to free tip i6o

land assailed the assessnient for greatly inderestiniatiig thle risks and ng- megawatts (26 megawatts more than Pak Mun) by January 1993, almost

itude of parasitic diseases, particularly schistosoniasis, that might spread two years before the scheduled completion of Pak Mui. But the plan did

with the creation of the dam reservoir." (Schistosomiasis is caused by a not receive the needed funding, while the World Bank and EGAT pr-cpared

liver fluke that has crippled and killed millions in the Third World over a $55 niillion loan to support Pak Mun atd the expansion of heavily pol -

the past three decades. It is spread by snails that typically proliferate ini luting lignite-tired power plants in Thailand's north."

large man-made reservoirs in the tropics.) The Bank flatly asserted that Given EGAis record of technocratic high-handedness and compulsive

the risk would rot be greatly increased, and that the proect would secrecy, it is no Wonder that Pak Mun was the fifthi major dam project in

enhance health prcalutions, three years to be the subject of massive grass-roots protest in Thailand. As

EmAT and the World Bank had much deeper problems to explain away. a result, the four previous darms were indefinitely postponed: the Nan

According to a study of the Project for Ecological Recovery, twenty-six Choan, Kaeng Krung, Kaeng Sua Ten, and Haew Narok dans. And the

large irrigation and hydroelectric dams have been built in Thailand since Thai activists at the 1991 People's Forum contended that ost r was only

1957, rmost wit hi the financial support of the World Bank and or her inter- one of numerous Third World offspring of the World Bank, one which

national donors. T['he same study revealed that the nime major irrigation the Bank itself claimed was among its better pupils. In Thailand alone,

dams in Thailand have actually provided water to only 42.13 percent of Ion World Bank loans, totaling some $4.374 billion, had Ibstered the crc-

the original planned command area (irrigation area) of the h ieais. Not a atiorn and Cxpansi oin o several powerful, scin-autonomous state agencies

single dam achieved its projected irrigation capacity and tar gis, the best besides tiA r: lie industrial Finance Corporation of lhrailand (tnt ), ile

perlornatice beinig 69 percent of thle target area. Only one of lThailand's Thiai Board of Investnerint (imt), and the National Economic and Social

numerous major hydroelectric dams has achieved or exceeded its pro- Development Board (NtSDn).' 4 The first two agencies are among t te most

jected power benrehits during the past decade, Two of the more notorious important entities promoting and subsidizing industrial development, and

World Bank-finaniced projects, Bihunibol and Sirindliort, are operating at the NFI)P oversees all public iivestterit planning. Ihai NGOs asserted that

66.47 perc6n and 48.6 pcnt, respctivly, of their tar eted electric the World Bank had undermined the already weak representative insttu-

generating capacity.''Atrins of the country by setting up agencies acting as surrogate govern-

Moreover, there had been alternatives to many of these projects. At the muents,* techicratic amocracies unaccountable to ulemocratic political

People's Forim, a representative of the Washington- and Bangkok-based channels.

International Institute for Energy Conservation (mic) revealed the results As the Thai People's Forum continued ol into its second and third

of a recent study conducted by the im under the sponsorship oif the U.S. days, the ibcurs turned to destructive World Bank-Iostered agricultural

Environnrital Protection Agency. lIvestmenits in energy conservatjon

and end use efficiency* could fr-ce ip over 2,000 megawat ts of power in such as lhlailnd, the cost per unit of power for sich "dermarnd side" energy icvstntiis is

oficn a fracrion -ire thurd or one-quatr-ofithe cost of new sipply-side power punts.

* End- usc efficiency" Fes te irvesuntins in encrgy use aid conmiption i it rcc tThc World Rank's negligencce of nd Usc clicny aid colnsevaliin invurnetricci is% ihcucsscd

total dermaid For power while achieving the saimic goals of industrial prodicion, hglccing, in more do.-it in C Ap i der 6.

hearicng, ctc. The power that a Freed tip cai he supplicd to ncw criers anrd thar ,y replace tlec ngii griips rigcoily tc nomd ce oic pories atndtdrcums Woltin ik emcacisrnsh

power that otheriwise would have it, be prodiced through invcstimeS r new gecnerai [cit ecornoni pticics anciurcclmcniig dcrtcraiic cisi-

Silities sut as hcdcwls i t vt 1'l lir-el plans W nedIr- muris1ntibr coom r c mis issu i u t nil ( Ic r j
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policies. Over the past thirty years, the activists alleged, tie Bank had pro- rJtional outcry led tnae government to proclaim a ban on all lugging in

moted programs that encouraged the conversion of huge areas of forcst January 1989.*

into large-scale exploitations for export crops such as sugar cate, palin oil,

cassava, rubber, and, of course, tirnbcr* A typical example is the World The Great Thai Endosure
Bank's lending for the Rubber Replanting Promotion Fund, starting with

a loan of $50 million in 1976, continuiig with loans of $142 Million in The People's Forum of 1991 portrayed a treiendtous cco-

1982 and $6o million in 1986. Through this fund the Thai government nomic, social, and ecological transformation through which Thailand's

provides subsidies for farmers to convert agricultural land, forests, and natural resources and entire land area were increasingly organized for

smaller, traditional rubber estates into large-scale industrial plantations. intensive exploitation with a heavy bias toward earning export revenue.

Starting in the late 1970s, over twelve years the land area of rubber plan - .The physical occupation of so much of the country's land by large-scale

tations tripled to over 1.7 million hectares, more than 5 percent of the development schemes over the past two decades had created millions of

entire land area of the country. Ninety-five percent of the rubber pro- landless farmers. Many ended up as urban refugees in Bangkok. An esti-

duced is destined for export, of which half goes to Japan. 6 A Moslem mated o rillion landless were subsisting on land administered by the

farmer from Thailand's south described the impact of the Bank's policy Royal Forest Departnient. Many of them had been evicted from their

before the People's Forum: ancestral lands by dams, logging concessions, and large-scale agricultural

I am so angry about this fund. It promotes the destructionof all kinds of plants.... and industrial undertakings, as well as by strategic resettlement programs

They had been promoting rubber for years, but in 1985 a new goveronment regli- organized by the military in past years against communist insurrections.

lation actually forbade farmers to have any other species of tree on land being sub- It was a process that was profoundly undemocratic, ecologically devas-

sidized by the fond. If they Find a mango or jack fruit tree, they charge people tating, and politically regressive. More than one observer compared this

about 250 Bahit I tel dollars I per trce, transformation of tihe Thai countryside to the enclosure of half of Eng

Fishermen and small -scale rice farmers described the destruct ion of the land's arable land that began in the late Middle Ages. * *

coastal ecosystems on which their livelihoods depend, promoted by gov- There was no better example of the "enclosure" of Thailand's rural

ertittietit tax incenltives 'or exiort-oriented shrimp farming. 'The large- lands than a huge scheme that the Tha Royal Forest Department and the

scale expansion of industrial shrimp farming helped destroy nearly half the military touted as in unprecedented reforestation project to beefit the

country's coastal mangrove forests between 1985 and 1990, devastaing enviro tit. The goal of the Khor Chor Kor program (the Forest

fish habitats amid causing the salittization of water suipplies [r rice Reserve Agriculural bind Resettlement Project) was to free tp hinge

paddies.28 
tracts of land administered by the Royal Forest Department [or tree

By 1988, sote 15 iillion lectares, nearly half the entire land area of replanting. The first phase focused on Thailand's impoverislied, drought-

Thailand (totaling 31.7 million hectares) had been allotted to private log- prone northeast, where over 125 million people were to be resettled over

girg concessions, and another tenth of the country-3.2 million hectares a five-year period starting iii19. They would be forcibly evictd from

of forest and farnland--had been converted to export crop prodtiction.' about 1.5 iillioi hectares of land and resettled onto an area only half as

Thailand's forest cover had declined from 53 percent of its area in 1961, large which was already occupied by more than 2 million other poor Thai

to 28 percent in tIe late i 98ts, setting the stage for widespread erosion. farmers. The government would transfer the r.S million hectares to large-

In November 1988, heavy rains unleashed unprecedented floods in the

south, where so rmucl forest had beenl destroyed, I lnMdreds died, a11do s l a5 begu to sekforetry coe ieg oingloggtrs anid litary also bngi to seek f.ivesry coios ill ueill'rirg, linre pristine

* One authority oni Tthai forests, 1 arry t inani,, writes, "ihe econoimic poiies promoted eo* Tr i reaor, Ras u s rne a d Id I m gr

by the World Bank in I haitbod, in shon, could hardly hve Failed tn promote srrcunomrollai ble * The grat lords, -agrr for cash revenue, wfeseial o r huge areas of t hrery eoin gui-

dcrfrestrtion, no imatter how linely they were tuned" (alirntan, "Trees Don'( Grow on lisg and paste ns, oehose euStoniary use wah unril i61 thf e rs ivl hcrin Of Ire Fog-

Money' Isc cndnote 341, 1 ) On dletrceation, growing mocial inequity ard the proepa- dis n ermanry. Il pfei o enclosure lasted l oraris of iars. rgeitleurirg an rie y

don of forests in Thaiand md Soutiheast Asia by vested economic interests, see Coipal B. eiprteintss and nifethring tr ninh r Figlad t's population; it forgd the iin driassl of

Thapa ad Karl E. Weber, "Actors and Factors of t irforestation in 'Tropial Ai.' Twor - eightelith- and nirielon ilory Britain ann rhr liriin raw risiial fir tie Irdoirrial
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e p e iw eucalyptus agencies had generated an ambitious international effort in the laic 1980s

plalenpates tinpduceriapwers who fould xpont landapae e itues known as the Tropical Forestry Action Plan (-rrAr), originally advertised as

plantations it producet paper pulp for export. Tha apaesc jomt ventres a plan to save the world's endangered tropical forests. The TAP, of which

and Royal Dutch Shell were amiong thie prospective investors."tb hi"oetySco atrPa"wsa fsot ole noa

The villagers, supported by Thai academics and environmental activists, the Thai "Forestry Sector Master Plan" was an ofmshoot, evolved into all

asserted that with much less expense arid hunian sufking reforestation unprecedented schemie to prepare F'orestry developmnent plans IMr nearly all

assertd teahtvewthrmuh lessexpnsend humantry sueri nreforetaondeveloping couniries. With international funding, a giant Fninisl pulp

could be achieved trongli conuminuy forestry programs admriinisterel by' and forestry conslling company, Jaakko Poyry, was conitntssioned to lire-

a belonging to the farers heselves, using local tree species. Large-oyry's worldwide experience includes n -

scale eucalyptus plantations would be an ecological disaster, hcy argued, pu lging, pulp, a Poyay's-pldide emerince ilianer-
since tie fast-growing exogenous trees destroyed soil fertility and i- otis loggiaig, purlp, and eucalyptus-planting seriis itihe Brazilian Atman-

pleted water tables in semi-arid regions like the thai northeast. Fortlier- ron, laysia, Burtha, Inoiisia, and nuirous otler countries. A iain

more, the eucalyptus tmonocultures were monotonous and poisonous thrust of the plan's terms of reference (it will not be conipleted until lati

green deserts, sustaining virtually no biological diversity; the leaves were 1993) is to focus o g expanding forestry production and os increasing

noxious to most animals, and the hardy, fast-growing trees otitconipeted Thai forest exports through support for eucalyptus plantations. According

all indigenous species of plants for nutrients and water. Worse, remaining to one observer familiar with te plan, it "has suggested an eveual lift-

areas of natural forest in the northeast were being illegally logged so they ilg of the 1989 logging bai.c"

could be replanted with the profitable tree?

In 1990 and 1991, sparks of resistance to the Khor Chor Kor schemeT o

ignited. In the Pa Kham district of Burl Ran province, twelve villages 'll Econotiics of the Global Brothl
with more than 2,000 families were surrounded in early 1991 by hun-

dreds of soldiers who threatened to burn their houses if they refused to Indeed, het inpassioned and disturbing Peopecs Foruni

Icac.Th vilam rged ha te koyl orstDeprtenvas actually sceted to confirm what the arriving World Batik deleg;ates across townl
leave. The villagers argued that the Royal Forest Departnient a s l already knew; whether the topic was eucalyptus or prostitution, it all camle
eccouraging illegal loiggirig in t 2,(oot acres of remlainhing nat ural forest idwamte fgowh hiadseooy a rw atrta

the area, so that the whole region could then be replanted. A local Bud- down to a oatter of growth. Taiaind's economy had grown faster than

dhist monk, Phra prajak Kimt tajitto, led many of the protcsis, The vil- that ofany other nation o cearth in the early 199s; tie countr had also

lagers confronted tie illegal loggers in nonviolent standolls, and undcr had one of tre highest incrass in prostitution. Spesing bfrT the

tie leadership of Phra Prajak ordained older trees with the saflron robes People's nortint, Nongyao Naowarat, an education prolrssor nirori Iai-

of the ltddhist priesthood in an attempt to make felling of thre old forests land's north, ld out the ecoiomies that had traslirocd Bangkok into

literally a sacrilege. In lie spring of t 991 , Phra Prajak lcd a special cte- ile planet's Irosereth

inony over a perid of nionths, in which hundreds of villagers encircled Nongyao observed that ihe modecl of developirnt ruiktcd by tncr e

the entire Dong Yai forest with a continuous sacred Buddhist string that goveril weeiit and iitpnatioil ageicies like thie potlr oak ath icthea-

lie had blessed. Through the spring and summer of 1991, there were con- the gap between rich and poor aid pried thli e poor of access io th I at -

tinual skirmishes between villagers antI the anry, and ('bra Prajak wvas ural resources onl which their livelihoods depended - She inoted tiati most

arestinua d rmiaseseweena villges aof Bangkok's prostitutes caie from poor rural families in the country's

arrested and released several times3-1 hadnrhas.I h ot,30preto h urlpplto a
in September, Phra Prajak was arrested again for leading a group of north and northeast. ri the north, 30 Percent Of tile rral population was

400 perple in a protest against a military incursion that was at temnpting to landless, - and aother 20 percent of farti arilies owned less than one rat,

carry outit Khtor (Chor Kor ini a nearby village. He was manhandled, and two-ifs ofaii acre. Women working as day laord on arger in pro-

several villagers were beaten by government troops. As the World Batik ducing xport crops eeare paid between $8 $an 2,2a and $1.6o a day; in o facte-

meeting approached, Plira Prajak went into hiding. ries they can dobet weer S eo ad $20 a day. I oze nof i co fses

With the Khor Chor Kor program, too, the World Bank, together wi Ii and vacatiosindominiuos were being built in tle north, tany for

other multilateral aid ageticies such as the Food and Agriculturc Organi- Japanese btsinessnen, who found it cheaper to ly to m hailand to play

zation of the United Nations ( iso), and the United Nations Developnent golf over a long weekend tIan to pay the astrooitee , oteirsiip ces

'rigram (ITiP), phed an indirct but MepIhistophcll inn U- 1 liltec of Japanes o u nding grass, ork itg as win cani us;
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at golf clubs, a northern woman could earn between $32 and $60 a cry on Thailand's traditional irrigation system, mnuang phai (which literally

month. Prostitutes could average between $400 and $800 a month, and means "daimi, channel".) 6

the yontliger, prettier, lickier ones in Bangkok could have several good In the hill areas of northern Thailand, nearly 8o percent of the rice

years averaging over $20o,00 annually. "These arc the kind of jobs the fields are still being irrigated by omuing phmi. is technology is small inl

goverunienit has presented to the women of tie North. Which of these scale and simple: weirs arc built of md, logs, bamboo, and sticks to

jobs should they choose?" Nongyao asked.-" impede but not block the flow of streams and small rivers; a systeni of

channels brings the water to the rice fields. The weits are intentionally

built to allow a continual flow of water, and of silt and sediment. This fea-

Development as if People Mattered ture is a crucial one; small concrete irrigation dams built in the north by

the government were actually ripped down in some cases by villagers

Bangkok that week in 1991 was a tale not just of two cities, because they rapidly accelerated the siltation of the irrigation reservoirs

but of two separate planets. At tie official meeting, the x56 governors of and channels behind them by not allowing sediment and sand to flow

the Bank and the Fund-most of the world's finance ministers and central through,

bank presidents-delivered, as in past years, stale canned statements on The most critical features of miang pha, however, have little to do

the need to spur expansion of the international economy and on the with technology and everything with social organization and local man-

year's past events, namely the collapse of the communist world. The earth agement. Each inuang phai dam has a local user committee, with mem-

as seen from the Queen Sirikit Conference Center seemed a strangely fca- bers responsible for its maintenance. The committee agrees oii an equi-

tureless, homogeneous surface, where disembodied forces such as debt, table sharing of both water and work for upkeep, usually in a written or

adjustment, poverty, and the environment interacted with one another oil oral contract which the committee reviews every year. Most important

a global scale; when something bad happened, it was called a trade-olf. from an ecological standpoint, the muangt phai committee also assigns

The only other identifiable actors were states. The fundamental solution responsibilities to its members for the protection of critical upland corm-

to nearly every problem was growth, which, the speakers insisted, had to munity forests on the watershed of a given stream. Numerous iiovemrlnts

be sustainable. On this uncanny planet of the finance bureaucrats it was against illegal logging in the north in the late 1q8os were led by such

hard to detect individual human beings or communities making decisions runn rg phai comnumity water organizations.

or assuming responsibilities, and nonliniman forms of life, 1h igh kinnyu It is in this contesi that large irrigation schenmes, many supported by

to predominate on lanet Earth, were strangely invisible. World lank loans iur large multipurpose dams like Rhmnrnibol and Sirikit,

The earth of the People's Forum seemed to be a diflerenit world: iiiuch had a disastrous impact oin what had been an integrated, sustainable local

of its land surface was occupied by people whose daily lives were linked it) system for watershed management. Control of waler and conservation of

the existence of oilier species of animals and plants. Their livelihoods watershed forests were taken out of the hands of villagers and entrusted to

often depended on forests, watersheds, river valleys, and wetlands-which government agencies, the Thai Royal Irrigation and Royal Forest depart-

were increasingly threatened all over the world. Iogically enough, their merits, and to large private undertakings. in some instances, the Irrigation

comminiunities had often (but not always) developed practices that provided Departienit, with advice from organizations like the World Bank, tried to

economic benefits, albeit on a local, modest scale, while ensuring ecologi- recreate "participatory" local water-user committees, since local participa-

cal security. And they were fighting to safeguard this security, tion and involvement were viewed as essential for die maintenance of the

In Thailand, for example, the movement to "ordain" trees and whole systems. lit such clumsy top-down efforts failed, since it was diflicult to

forests had spread all over the country; in more and more areas one could interest local farmers in interisive iniagenient of resources over which

see large, old trees encircled by bright-orange monks' robes. Villages inl they had lost all control.

many regions depended on and maintained traditional community forests The financial cost (of this destrutctive approach to development is

that provided villagers with a variety of foods and medicinal h1erbs while immense. The Royal Irrigation Department has been increasing its budget

protecting water tables and watersheds. One of the most interesting for maintenance every year, and its growing foreign borrowings to finance

examples was a case study presented by the Project for Ecological Recov- large dams can only be repaid through increased expiort carnings, or
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financial institution. Onoeic, a superstitious sexagenarian, had held seances

through forther borrowing. Ironically, the muang phai committeescoect it back of her Osaka ear(, to invoke other-

voluntary contributions of both materials and labor from fariters for with stockbrokers rl1 theybaidinsrckspiking.aShew

maintenance, at no coni to the governieit or to ihe national economy. worldly a in stock picking. She was now in ail n khO

In fact, consitruction and maintenance of the muang phai systeiis is h;r I F thr was atiyoie who was happy to be in Bangkok lst October, it

the most part not monetized or realized in the market economy. was Yoh Kurosawa, ls chief. In Srepiegier hie had scien two weks hid-

The Bangkok People's Forum ended on Thursday, October to, 1991, Iog i a Tokyo intl roomn, after sending his wire and children to uroupe

with a call to halt the destruction of the country's ecological stability and to escape a Feeding frenzy or Japanese press who had encircled his hotise

to reverse the ongoing ccotoiic and social marginalization of millions 4f in a lay-and-night hemrge, shouting questions about t Blh's losses ever tuilole

Thais. The chairman of the forum, Professor Sanch Chatnarik, singled out lite e rd. 9 tlie mI reception at the Bangkok ilton Itrnaional

the World Bank and the IMF: "These agencies must stop thinking only Hotel was one of the more lavish aid elegant ones: there was tie tx-

about economic growth numbers because these numbers have destroyed peeled hzpagrn and caviar, bl t also a string (Itlrtet it black tic that

people's lives as well as the environment " lie condemned the secrecy of played Mozart and Hathdel.
both organizations, and called upon themr "to recognize people's basic The biggest scandal, however, had involved Bany of the institutions

iuman right of access to information about projects that will affect their represented at Bangkok-including the World Bankefor the most part,

lives." lhie Thai N(-os called for "development as if people mattered," but not enstirely, unwittingly, Only three months before, banking regula-

which would put a priority on decentralized, local nianetii t of tors and bailiffs in more than fifty countries had shut down the Bank of

resourcesd7  Commerce and Credit International (Bcct), ati international baik based

The following wek hundreds of representatives of nongovernmental in Luxembourg and the Caymen Islands that had perpetrated the greatest

groups from mor than forty countries attended the continuation of the financial fraud in world history. iscci, founded by a charismatic Pakistani

tongovernmetal heetings, the International Foru.ntin Speatkrs from on man named Aglia Hasan Abedi, had been the worlds fastest-growing

India, Brazil, Bangladesh, Iidouesia, the Philippines, Malaysir, asd other batik for two decades; its miraculous development was made possible by

developing couitries pessited nore case studies of local resistance, and fraudulently misrepresenting its largely fictitious capital of $20 billion and

dltevelopi to uries interdmatiorally studs o r ne an serving as a money-laundering conduit for, among others, the Medellin

alternatives tolarge-scale ilftnanced devehoptment gone awr. Cartel, General Manuel Noriega, the (t;A, and the terrorist Abu Nidal- cet

avoided collapse for so long by relentlessly seeking out new deposits From

'[lie Ball oF the Nomads any source a1d by any means possible: one of its most important strategies

was to bribe finance ministry and central bank officials of developing

Duriiig the official ieetings, the world's leading banks, ard countries to deposit with it national hard currency reserves; another was

invDstit irnis te li evening recepions and bafnts in to offer high-ranking government officials unrecorded secret accounts for

Bangkok's luxury hotels, s they had donie every year before in Washing- moving capital oit of their countries. Before BXc's collapse, Bangladesh,

ton, Berlin, and other cities. Many big Japavrese amti Aaicricsi hingaii Barbados, Belize, Camieroon, Guatemala, Mauritania, Nigeria, Saint Kitts

conceins had sothieng in comany to coiiisre and abot this year: ncie and Nevis, Pakistan, Togo, Trinidad, Tunesia, Venezuela, and 7,imbabwe

growing hurdsr of scandals and swindles that had eorded tle iyage of had all entrusted some of their hard-earied foreign exchange to the rogue

both oninuer tis. While Michael Milkei was a wcl-knowen name,* Few bank, and most of them-along with more than a million other deposi-

had heard ofNutie Osi , atl Osaka restaurant owner and spiritualist w tors, many of them expatriate Third World workers in the Middle East

had used forged certificates of deposit to obtain over $1 .8 billion in loans an Europe-lost most of their motlnedy In the small southern African

from the Industrial Batik of' Vipan (i tn), the countr nitmost respcted count ry oh Swaziland, mxtt Finietioiied as the central bank) I
Winning the confidence of and being associated with the World Bank

* Michiae Milkeni cpitomizcd ite "gm go ciginicis" on Wat Stret: tic canted $5oo million was a critical elriiclit in mcui's strategy. In fact, one of the mal I lmcti ons

in a singli year andi me is lihem, iitr Burnha lambri, to unraid oft prfits by viamilly of the Washington olice of Rl was to cultivate relations with the aik-
invetinig ad domining the marke for high-interes, high -risk corporate "junk bond with some success. The World Bank had what Wall Street Jornal reporter

Mitten enered a federal prison on March 3 1i991in begin serving a re- myear senence' Peter Truel and Washington [oiuimnalist larry Girwin claracteri zed as "a

ii,-dIeriu g'C tttpuilsut it i piis ono i uling nimider t-atling u d, a nd ol t 'ti'tr
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startling number of cofllectoliS with UCCI. The official who0 effectively have been staggering in the last few years. The competition for capital and

ran the World flank ronni 1988 to early 1991 w fas its si o i e ePresidctit narkets has increased. Nations of the world have become increasingly

rar operwtioln Mocen Qreshi t ai had oasidersd siakoin Qresin interdcpcndent" I Ic pointed out a paradox in this brave, unilirm world,

head of First American Bankshars, A Washingtonidased ingstitiOi ilk- where cxpanding nctworks of' comnunications aid trade collapsed time

gaily and secretly controlled by c, Just ionths beir the Bangkok and space to draw all places and people closer together: the new order

leeting Quresli's brother had applied for a banking license with R I In engendered strong centrifugal forces within nations, and environimental

Pakistan, Qe vice- prtesidert oft lie World ank f her I nAi A nrica, Slahic problems that "have becoimie steadily rore urgent."46

Husair, accordicg to Triel and urwin, "had close coinnectrios wi But for what? And why? Why had all tliese important peoplc come so

Abdi and his crowd arnd discussed going to work for nnCr wilth jWorld far, at such great expense? Why the receptions, the cocktail parties, the

lank officials," and nc directly employed several pronirtent iorricr canned specches of the financial rulers of the world? Why did Thailand

Bank executives.
4' '11w Bank USed and as its disbursing agent oil occtsiom spend tens of millions of dollars for a three-day event? Why did this exotic

ink eelfcv can use4 d aid ostentatious bankers' potlatch take place every year? Was it a strange

inCe would certainly be issed by sonic of the people at the Bangkok anthropological rite, a convocation of the new, rich global nomads? What

mectings. oe last irtile te Baik and the Fund held their agnal extrava' to compare it with-the great camel fair at Pushkar in lajastan, where

gazin a developing country-iln Seoul, Korea, in t 9 85-rt c officers thousands of livestock merchants and scores of castes from all over India

were indiscreetly haring out cash bribes on the spot to Nigerian Central gathered vcery year in a great ritual that was much more than a market or

were fiiaascty adg otcas roueds oa meeting? And what was the purpose of this roller-coaster world the

On iauesday, October , 1991 , the new head of the World Bank, World Bank president painted--of growth, competition for capital and

Lewis Preston, dclivered the traditional Bank presiiit' opening address markets, integration and centrifugal forces? Why, in fact, had 2,000 slut

iLe the imposing grand hall of the Quen Sirikit Coeo Centinr before dwellers been evicted from the Duang Pitak and Klong Paisingto shanty-

2,00 asseimibled delegates. 'This was te moment, if any, or which all the towns across the street in two and a half months? Why were seventy evicted

efforts of the past twenty rionths had been expended: the building of a families still living in tents 400 yards from the conference center as Lewis

$too-million corifcmiee center ii record time, the eviction of nearly Preston gave his speech?

2,00mi slin dwcllercs, the c enter inrcd mobilization of medIcal tears The World Bank's president told the assembled delegates why: "This

and security police on wntyfouroter alert. As befd ani XIta'msI morning I want to discuss how we can take advantage of the opportuni-

and former licead of the Morgan Bak, the speech had a straightforward, ties and deal with the challenges before us, so that we can make progress

upea t tone. istenirg to Preston, oie realized ihat uric lived in the best toward our ultimate object ive-the reduction of poverty." In case anyone

of at possible worlds, given the cirLuistanrces: the i idtrt ni1 cotunltrics had any doubts, lie restated the point: "poverty reduction, to which I per-

were poised for lle growth, the world was beeoing an integrated sonally am [illy comnmited, remains the World Bank Go op's overarching

global market, progress was being made in managing the debt oh the orbejectives .47

poorcr countries, and the fall of lie Soviet Empire had led to "the broad "And how do plan to realize this objective?" Preston asked. First

convergence oh deveclopmntn thinking which has replaced ideological coin- and foremost, the World Bank "Mist serve as a strong leader of the

clict" Hge suggested that a global conseasus-on the need For free mar- worldwide development effort," The Bank would "articulate the interests

kcts, sustainable economic growth, and a proper balance between the role of developitig countries" in countkess international meetings and negotia-

of goveriment and the private sector-was enveloping the world 45  tions, and "help coordinate the efforts" of innumerable governmlent agen-

[herevwee cadlteriva ofcorsetor-w ac and oiphexwr .o ciie emes id nongovernimemtial organizations around the world. It would

"take into account the interests of the poor so that growth is equitable;

* These World lakoassoiatioi" appear ie ticly circuorsantiai Many %ac oled by environnrltal aspects so that development is sustainable ... and the role

R(ei, ir1liding himmn Caner aid Andrw Voting, and ihers were cni1inally imlited in of women who are vital to tie development eflort." More concretely, Pres-

couectiin with their asoaiaii winli the rogae batik, tike Clark Clitlord. there Iimay tic ton pointed out, the Bank needed more money And to move more

much mnoe to incover abtiir World Bank- aci connecions in tie ige votimr ot dooma n

nients thm were scoil frnni n IWO fiecC in asi'ligin and arc now discrsed 3itrlg ir money, "we luist speed tp our decision making and improve ottr respoi

! t . 1 iV.*.e lici hn ihr di IV. i .- Iib un )rurt t ioii I Att , I (11flit t.e'ii S'i
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This vision-the bureaucratic, institutional memory of the World Bank,

regurgitated and articulated by a committee of speechwriters-was giddy-

ing. Lewis Preston, Jacques Attali, Yoh Kurosawa, and 15,oon bankers

and officials had conic to Bangkok to help Auntie Roy, Kusurna

Wongsrisuk, and 2 billion other poor all over the planet. Antd now, Lewis

Preston told the representatives of 156 countries, the World Bank needed

a lot more money to do it. Not to be outdone, Michel Canidessus, chief Dccade of DebacIcs
of the International Monetary Fund, emphasized in the conclusion of his

speech the need for the major industrialized nations to support a $8o-

billion increase in the lending capital of his institution.

A few hours later, across town, 20,000 Thais peacefully marched, defy-

ing the warnings of the military, to protest the eight-month-old dictator-

ship and to demand a return to democracy.

"If People Mattered . ." The contrast between the official and nongovernmental

meetings at Bangkok in October 1991 revealed the contradictions of a

The next day, Wednesday, October 6, 1991, numnierous planetary social arid ecological transformation that is without precedent.

World Bank delegates departed; many had only stayed two or three days. This transformation entails nothing less than the final physical occupation

The Thai government was content; "the meeting" had come off without and domination of the entire surface of the earth. The processes that had

many hitches, arid the cournry's international image would be enhanced. transformed Thailand over the past decade were at work on a larger scale in

More than a thoursand delegates had availed themselves of the free health much of the developing world. Massive internationally financed develop-

services offered by the meeting's organizers. There was only one death: a ient schemes were unleashing ecological destruction and social upheaval

Turkish banker inadvertently killed hiiself with a self-administered heroin in areas larger than many American states or European countries. h-Iuge

overdose, forests had been destroyed, gigantic river basins filled with dams, and vast

The nongovernmental International Forum also cane to art end. agricultural expanses consolidated into larger holdings for export produc-

Activists from forty-three countries signed a declaration urging the rich tion at tremendous ecological cost. What was occurring was not a reason-

nations of the world to reduce their financial contributions to lie World able, measured process to increase economic welfare, but the destruction

Bank and the mir. The declaration condemned the global development of natural and social systeis whose endurance are the prerequisite, and

model promoted by the flank and the Fund as environmentally disastrous, the goal, of aiy sane project for longer term human devclopmtent.

socially inequitable, and economically unsustainable. It reiterated the call A large part of the earth's land surface had become a global battlefield

of the Thai People's Forum the week before for democratic, locally based where millions of species were being exterminated and tens upon tens of

development "as if people mattered." millions of the world's poorest people were being involuntarily uprooted

and resettled. Ongoing World Bank projects were forcibly resettling more

than one and a half million people worldwide, arid projects in preparation

would displace at least another million arid a half people-appalling fig-

ures, given the Bank's poor record in dealing with resettlemernt. Iri India

alone, officially sponsored development projects had evicted more than 20

million poor f'rorm their lands and homes, mostly withort compeisation,

since independence in 1947-2.5 percent of the current population.

Increasingly, the displaced and the uprooted were protesting, actors in a

larger planetarv drama in which the World Bank was a lcading protagonist.
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grants"). World Bank Transmigration and "nucleus estate" loans went income of $540 per year-and 20 percent were living below the subsis-

directly to resettle 71,000 families, or about 355,000 people, in Sumatra tence level,, This was an astounding result, given that the average cost of

and Kalimantan. More critically, Bank loans financed the planning and site installing a houseld, if given as a handout, would have kept a household

selection for the resettlemient of 400,000 families, or at least 2 million above the poverty level for at least thirteen years. In the late 1980s, a

additional people. In total, the World Bank can take credit for assisting in French survey revealed that So percent of Indonesia Transmigrition sites

the "official" resettlement of 2-3 million people, and for catalyzing the failed in terms of improving the living standards of their inhabitants."

resettlement ofat least 2 million more "spontaneous" iiigrants,2 s The most distressing situation was in Irian Jaya, where part of the

Indonesia Transmigration left a legacy of environmental ruin. World World Bank Transmigration V loan planned and identified relocation sites

Bank documents suggest that since the beginning of its own involvemient, for at least 15,000 families, or more than 75,000 people. For each "spon-

in the late 1970s, the program has cleared between I5,ooo and 20,000 sored transmigrant," the government hoped to attract an equal number of

square kilometers of forest. In reality, the area is probably at least 40,000 "spontaneots" settlers, and by 1990 more than 300,000 Javanese had

to 50,000 square kilometers, representing over 4 percent of the forested moved to I rian 3 Irian Jaya is one of the world's great reservoirs of bic-

area of Indonesia and .3 percent of the remaining tropical forests on logical and cultural diversity. Most of its 417,000 square kilometers is

earll.?6 A 1989 Indonesian government study indicated that sponsored pristine rainforest and wetlands, and of its 1 .2 million inhabitants,

and unsponsored resettlement in Indonesia's mangrove forests and 8oo,oo are tribal Melanesians, speaking at least 224 distinct languages.

swamps-the most extensive in the world-had converted about 35,000 Here, critics argued, Indonesia Transmigration was little more than a

square kilometers of wetlands aloneU A later World Batik study estinated strategic military program to "Javanize" an ethnically and politically unre-

that in the late 198os deforestation in Indonesia was proceeding at a rate liable province in which a guerrilla insurrection had festered ever since the

of roughly 10,000 square kilometers a year; one-quarter of this was Indonesians annexed it from the Dutch in 1969. Many of the resettle-

caused by development projects, both public and private, and half by con- ment sites were near the border with Papua New Guinea-a rather suspi-

version of forests in the outer islands for agriculture, of which by far the cious placement, given that this was precisely the area where the Free

most important cause was Transigration? (The remaining deforestation West Papua Movement, the 011M, focused its activities, using the hiter

resulted from logging and fires.) land in Papua New Guinea as a safe refuge rom Indonesian troops,"
The social and developmental record of Indonesia Transmigration is Irian lava's cities-Merauke and Jayapura-filled with refugees from

equally dismal. By the late 98s it had become abundantly clear that the the failed resettlement sites. Only a third of Merauke's inhabitants were

scheme had made millions of poor people worse oIL Resetrement sites in Irianese, and many among The swollen, ex-transmigrait populationi had
cleared mangrove forests and wetlands were beset by environmental turned to the occupations of the poor in lava-prostitutioni and the scav-

calamities of biblical dimensions: acidic peat soils, flooding, paltry agricul- enging of tobacco from discarded cigarette butts. Indonesia 'Iranismigration

tural yields, and plagies of insects, rats, and wild boars. And these prob- was evicting the irianuese from their land, and violent conflicts erupted. At a

lens were compounded by the results of totally inadequate planning, such site called Arso IV in the north, local Irianese massacred thirteen settlers

as poor access to markets. As in Polonoroeste in Brazil, promised agricul- and wounded many others in an incident in 1988, and further assaults and

tural extension services and inputs failed to materialize, and many people killings took place at two other resettlement sites (Arso I and II) inl 199934

ended up trying to practice subsistence agriculture oii some of the poorest Through the 1980s, numerous nongovernmental groups around the

soils on earth, garnering occasional cash income in the growing slum world called upon the World Bank and other development agencies to

cities of the outer islands. In wetland and swamp areas, 40 to 50 percent halt their support for Transmigration. Indeed, Indonesia's growing net-

of the settlers simply abandoned the sites2  work of nongovernmental groups was particularly courageous in publicly

By 1986, the World Bank's own review of Indonesia Transmigration calling upon the Batik to at least reconsider its approach to the program,

indicated that 50 percent of the households living on project resetdement and to focus future funding oi rehabilitation of existinlg settlenent sites

sites were living below the poverty level* estimated at the tine as an rather than promoting their expansion. This was not an easy position,

* The Bank argues that since te transmigrants are drawn from the poorer segm t given the Idonesian's ilitary regime's fo eus on lransmigritioit as a

population, they are on the whote better off because Sn percent are now above the poverty national security priority.
tine. (World Hank, Indonesia Transmiqrarin Sector Reviei' fsee cndinore 2 1, xiv- - In the late 198os, the World Bank changed its priorities along tle lines
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lemned the Brazilian government and die World Bank for the devastation Stern's memo was a remka bof fter al the World Ban

>f the forest exemplfied in Polonoroeste, and called for a new Amazon for over two decades had been thepreeminent international uindr of di-

leveoptsen poicybasd o th prncipe o '~niaoni fo th Amzo-sastrous forest -clearing and colonization schemes, and not just in Brazil.

levelpment Policy based on the principle of "Amazonia for the Amazo- Washington generates yearly thousands upon thousands of pages of

ans."" reports and recommeniidations on foreign aid, international development,
A highly effectiveB collaboration evolved among the rubber tappers, and the global environment, many of which are rarely read even by the

hecir supporters in Brazil (groups affiliated with humnan rights orgaruza. Saffs of the institutions that prepare them. If one were to take Stern's

ions and Neos like Mary Allegretti's Institute for Amazon Studies), and ss ofathe value s thorftrepart of a report authored by two

nvironmental activists outside Brazil, particularly environmental groups memo at face value, the enironmenta rort hored two

n Washington and the U.K. Over the next three years, Mendes and other anthropologists employed by environmental groups had convinced the

Irazilian activists such as Mary Allegretti and Ailton Krenak, leader of the operations chieF of the world's biggest employer of developnt econo-

Jnion of Indigenous Peoples, traveled to Washington to lobby officials of mists of the error of its ways.

he World Bank and ilt. Mendes met with Senator Kasten and other In fact, public and congressional pressure was growing and the press

nembers of Congress and their staffs, and traveled to Miami in 1987 to was beginning to portray the World Bank as an environmental ogre, un-

obby tie governors and executive directors of the ms at their annual ing fifteen years of Bank public relations work. Just as Samuel Johnson

neeting. He received two international environmental awards, one of observcd that nothing concentrates a man's mind so ei ectively as the

hem from the United Nations Environment Program. prospect of being hanged in twenty-four hours, so it might be said that

Just before Christmas 1988, Chico Mendes was murdered, a death the attention bureaucracies are willing to give to outside proposals that

Foretold. The patriarch and the son of a local ranching family had threat- they change their ways has a strong correlation with credible threats to

med to murder Mendes for nearly a year. Several of his predecessors, their funding.

nion leaders in Acre, had been murdered before him, and through the Following Stern's reversal, die Bank and the to began to consider

:arly 1990s the killings continued, part of an escalating dynamic of rural reprogramming part of the remaining disbursements for Polonoroeste and

violence in the Amazon, exacerbated by the social tensions unleashed by t -e Acre road loans to support the creation of extractive reserves. he two

the huge internationally financed development projects of the 1980s. mstitutins also reproant thns to wid fimding partion

By the end of 1986, the intense public pressures of U.S. environmental o infnian ays Senaonrsten a nds to nwhidm f dinese partecub

groups on the World Bank andte te ny caethe froni the mu, by Senator Kasten and the new chairman i f the Senate Sub-

multilateral banks were eager to grasp any cIance to show they were con- committee on goeig l Operationsf Democrat Daniel Inouye of Hlawaii

sidering alternatives to their projects in northwest Brazil. Through that continued to play a critical role i focusing tpe attertion of both institi-

year, Steve Schwartzman and Mary Allegretti prepared a study on the eco- ions. The National Cotuicil of Rubber Tappers atd Mary Allegrtti's

nonmic, legal, and financial feasibility of setting up extractive reserves in Institute for Aniazomm Studies would help Brazilian authorities draft a new

the Brazilian Amazon. In early 1987, the Environmental Defense Fund law which periie counitwfi of rubber tappers io take control ofanil

(Iou) forwarded the report to the U.S. Treasury Department, which cir- manage what was a totally new form ofland tenure. By 1992, the Brazil-

culated it to the World Bank and the tn. In a memorandum to the U.S. ian governnicrat would create nineteen extractive reserves i four different

executive director of the World Bank dated April 2, 1987, none other states of die Brazilian Amazot, covering an area of nearly three million

than Ernest Stern wrote: 
hectares of tropical forest.

We fully endorse the recommendation of the report for the establishment of

extractive reserves in the Anazon region. At present, these reserves are the most

promising alternative to land clearing and colonization schemes, which are often Closing the Circe

questionable in environmental terms. The establishment of these reserves would

permit the simultaneous conservation and economic development of large tracts of By first organizing natioinally with Brazilian huan rights

primary forests in the Amazon region, and, by attending to the long neglected groups and rcos, arid subsequently joiro inig with the Washington environ-

needs of traditional rubber tappers, would have important social benehits Is we ietalists, the rubber tappers closed the circle between the highest levels
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>f public international finance, the Brazilian national government, and political uncertainty that would have done in many of their counterparts

ocal concerns It was a novel form of international political action, linking in North America or Europe.

rmerly isolated constituencies. Once the World Batik and the tm began Other circles began to close, in Indonesia, India, and elsewhere. Not

o support the creation of extractive reserves in Acre, the political balance only in Brazil were envroniicntal and social action grovps prolikrating,

if power in the state was changed: the seringueiros were now joined to but all over the developing world- Many of these NGece ratively

iongovernmental groups that could exercise political pressure nationally the late 1970s or early i 98o, when their existence was relatively

md internationally, and even more important, help channel international unknown in the industrialized North [heir energutic was a coisc-

inding to Acre and other states in Brazil's Amazon to support conserva- querce of several global r rends.

ion of the forest. 
The liberalizing and/or demise of ilitary arid dictatorial regius.At in

In at least one particular case, the top-down model of big international Latin America and Asia opened a political space for srch groips. At the

evelopment appeared to be reversed. Local groups were taking the imitia- same time, te failures of Marxist ideology and socialist novents cr -

:ive in proposing a development alternative rooted in the ecological and ated a denard for new alternatives aid strategies among those in many

;ocial reality of the place they inhabited-and at least some people in the countries who organized to chage society. The integration f any son-

multilateral banks, the Brazilian government, and finally in the state gov- eties into the global narket economy was accompanied by growing

ernment of Acre were listening and responding.* Or so it seemed. inequality and unprecedented ecological prob nis; thec trends in turn

The internationalization of local environmental controversies was only created ari acute need for debate oin alternatives and practical ways to test

the last step in a burgeoning of social and community movements in them. By the late 198os, the growing ase of private nat nd ern

developing nations in the 1980s. It was little known outside Brazil that by tional communications through computer networks, faxes, and electronic

the middle of the decade there were hundreds of nongovernmental orga- nail made it possible for like-tinded groups around the world to inforg

nizations in the country concerned with the environment. A few, like Jose one another quickly of crises and to mount international letter-writing

Lutzenberger's AGAPAN, dated back to the worst years of military repres- and lobbying campaigns i a matter of hours -

sioni inl the 1970s, when any criticism of the government was a physically The collaboration of the rubber tappers ard other Brazilian groups

dangerous proposition, Others, like oiKos in Sio Paulo, led local ncigli- with the Washingtot eivirodnigitalists was really oily the bstknoin

borhood opposition to ill-conceived urban infrastructure projects; OIKOS, example of the newly foried global networks between local groups i

working with the Environmental Defense Fund in Washington, pressured developing countries and enviroiletal activists ind advocates in the

the it to hold a local, public hearing that resulted in the iuo's with- North. Often, but not always, World atk or other international finatin-

drawal from financing a highway that would have violated one of the last ing of destructive projects was the catalyst ihat spuredth creation oh

park areas left in Sao Paulo. Sonic groups, like coli (the Ecunienical these netvorks.

Council for Docunitation and lnfrmation) and Nm (the Nucleus for In Malaysia, groups like Saheabat Alam Malaysia (eAng were afre

Indigenous Rights), had developed remarkable research and social net- Earth, Malaysia) and e Consumiers' Association of cnanng were alreidy

working expertise that were the equal of those of most organizations in extraordinarily active in researchintg and lobbying f 6r change in their

the developed world-all accomplished under conditions of financial and country ard region, beginning ii the late 1970 . Ir 1986, SAM coordi-

* As 
nated the Founding of two interniationial envirflritienil activist networks

* As Stephan Schwartznian points out, what was critical in the campaign of the rubber tap- associatilig scores of environmenta group dtid aifor esia-

perts was not the use of local knowledge, "but its application in the context ofa cpaign Pacific Peoples Enrvironmental Network, ar d the -R or ense-

monted by organizations with the political weight to gain a hearing in the 1).S] Congress ient. In early t987, these networks became critically iiiortant M ge-

and the U.S. government agencies, and with the will to use their weight. The history of' nteratioal potork tbcame rop l imSara ant (n ofto

extractive reserves as a development alternative, proposed by the nibber tappers movement arg niternational support for tribal groups in Sarawak (one of lwo

and eventually endorsed by the tts and the Brazilian government, is a history of tmaking a Malaysian states in North Borneo) who initiated obassive, nonviolent

specific cultoral and historical reality comprehensile as a general principle" (Stephan blockades of japanese-financed logging roads. In October 1987, ie

Schwartzman, 'Deforestation and Popular Resistance in Acre: From ical Social Movement Malaysian government launched a nationwide crackdown on

t Global Network," Centennial Rtvierw, vol 35, no. z [College of Arts and Letters, Michi- aresing o er n arawak a w alad e ironm ent

gan State University: Spring i199 I i, 420) arresting tribal protesters in Sarawak as well as leading environtental ard
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i M rights activists, including Harrison Ngau, a sAM activist and Penan year's developent assistance. They tried to influence policy by preparing

ral leader from Sarawak, and Me aksi Ronan, a leading public inter- and circulating position papers on issues such as human rights, the need

bat eniaroma Sawrak ad Me i Rfor environmental protection, and the role of women in development But

In Indonesia-tle world's fifth most populous ratlof-envirotitital 
the aid agencies, led by the World Bank, refused to allow the NGO to

tion groups from all over the contry formed WAVit, the Indonesian attend the meeting, and continued to withhold most iilorination oi1 their

tiviroufistal Forum, in 1980 by 1983 it had more than 320 participat deliberations and decisions.

g organizations. In October 1982, more than a dozei other orgniza- In no country was the depth and breadth of nongovernieital activism

gns formed SKEPgz i , the Movement Against Forest Destruction: mz more impressive than in India. In the late 19705 and early 1980s, nmer-

But environmental and human rights groups walked a precarious ous Indian NOS conducted a stccessfd national eapaign to halt a p-

ghtrope in Indonesia: General Suharto's military regime permitted their poste dnact that would have des royed one of the bi-togilly richest and

sistence, but overly vigorous criticism of the government could lead to most intact tropical forest areas left in the country-tle Silent Valley in

1e banning of an organization, the arrest of its members, or worse. In the southwestern state of Kerala. Saving Silent Valley became a national

is political atmosphere, foreign criticism of projects financed by the cause c bre inll India, prompting Prime Minister Indira Gandhi to iter-

lorld Bank gave groups like wALHi and SKEPIm an opportunity to join in ne personally to halt the project in b9 8 3 u i e

fforts to criticize destructive schemes such as Transmigration without Silent Valley was the first victory of India's burgeoing "grceen iove-

irectly attacking the government. In 1986 and 1987 WAI.HI, SKm1'[ml, the noet. Increasingly, Indian environmentalists formed alliances with local

ndonesian Legal Aid Foundation, and other Indonesian groups sent joint peoples protesting te destruction of their livclihoods and cultures by

-tters and dossiers with over Fifty NGos in ten other countries to thIe gigantic goversnoidt-ptomotcd Thega-projects often hnanced by te

Vrld Bank, calling uipon the Batik to halt the financing of necw Transnji- World Batnk. As would occur in Thailand several years later, small farmers

VraBn ssin upn thBical forests. With the specter of another and landless tribal people also protested large-scale eucalyptus paan

rration sites in pristine tropia foess With thPpctrolaohrnotomecaafrsrytfeniaceoythnaksn

'olonoroeste not far behind, the Bank conceded in December 1986 that for commercial Forestry, often fitcanced by the Bank and other ifucrnv

ew loans for Indonesia Transmigration would indeed go only to consoli- tional aid ageycies. we aid agencies characterized these projcts as "Social

Aate existing settlements* rather than to open up new areass It appeared forestry," since they were intended to po vi e at least in part for fsclwood

thatoil1 cse-y-cae bsis inresonseto oncrte intrnaionl pes-and other basic needs of the poor; instead, the international aid went

that on a case-by-case basis, in response to concerted it-terniationial plres- principally to1 stupport commercial tree fartm schemes managed The sate-

sure, the Bank was getting outt of the business of rainforest coloization. frestry gencis an benei mre prserou md ne b r-

The growing international links between Indonesian groups and NOS forestry agencies and benefitisg more prosperous landowiers. he large-

abroad was also helping to create political space for freer expression and scale donoculture of eucalyptus often left the land useless for other ptr-

the development of civil society in an otherwise repressive regime. There poses, depleting soil fertility and draiiing water tiblce il arid regions

was a need for more political space in the international aid deliberations In nuirous itdutstrialized cotintics, No ntincrasingly coordinated

on Indonesia, too. Indonesian NGOs linked tip with groups in Etrope and lobbying with their cotnterparts in developing nations. iroups n Britain,

North America** to lobby at the annual meeting in The Hague of the Germany, Scandinavia, the Netherlands, Italy, Canada, and Aestrilia

international aid agencies with Indonesian officiaLs to coordmate the next launiched their own campaigns to pressure their governments to push for

agenies ith ndoesiai oficias cordilatetheenvironmental 
re~orms inl tile 141)15 Parliamentary inquiries and hearings

* This meant that the Indonesian government, too, was reducing, if not eliminating, its were launched, and research dossiers prepared. Finnish groups, for exank-

expnsion of Transmigration. With the collapse of oil prices in the mid- 1980s, Iidoncsia- ple, prepared a particularly devastatig critique of te World Bank-

one othe w"orld's largest oil exporters-WaS increasingly dependent on the foreign exchange Fmanced social forestry proje calc p

provided by the World Bank; it could flat fiinance large scale expansion ofTraIsonigriftitl 
inaIncd semaably svral pojicas til igoer nmbet oStoluc dealing

without further international fundingexporters-wasinceasingrkTbnymir 

officials still in government positions oai

* * i be midt 198o, the most active Indonesiane lrsge sstiutionalizd their reltions with with intermational developnient in several countries, particularly in North-

grops abroad through the cretion oif the iNGi--tIttrilatiOiul N"O Fofirl on tadone- er Europe, began to discretely help the NGOs with leaked information

sia. Formed with the support of Dchcude more in and docuecould have cost tem ther e s

wenty-Ate maior bNe ro Inonsi andi not thnfftqm10nonsa gop 
Altlhough the flank reversedl course in a few specific cases like Polono-
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roeste ad T ig , oErl iRTH ldecent resettlement and rehabilitation of the population threatened by

roeste and Transmigration, Overall it lumbered along unchanged, a jug- Itaparica; if the Bank did not comply, he threatened, he could not

gernaut fueled by a seemingly unstoppable, hypertrophied propensity to approve the loan. Foster was more pessimistic: "Equally clear is the total

move hge amoints of money quickly, whatever the consecuences. absence of any possibility that the [Itaparica] resettlement will take place

without extensive hunan suffering and bitter recrinmations." Sadl,

Pirtlier Follies in the Amazon events would prove him to be right.
Using information supplied in part by Ew, Foster went on to deliver a

World Bank loans for huge dams in Brazil spurred still more blistering condemnation of the loan before the Bank's management and

organized resistance. Two Bank-financed projects completed in the early Executive Board:

M8cs in northeastern and southeastern Brazil, the Sobradinho and The Bank has been involved in regional planning in Rondonia for at least six years.

quate consultation anedc somThese experiences had generated One would hope at least that planning for the Indian protection aspects of prot

dcompensation. Tiects in that state would have benefitted from the Bank's tribal people's polic an

widespread bitterness and mistrust. Yet by 1986 the Bank was planning to fothe in the oles proje1
finace he ompetio ofanohermegadamin he orthast Itparcafrom the ouln-tunarc experience in the 1'olonotoeste pro jeer.

fnance the completion of another mega-dam in the northeast, Itaparica, We find instead a proposal which includes financing of the Gi-Parana Dam in

which was well underway without adequate plans to resettle and rehabili- Rondonia where there has been virtually no planning to address the needs of the

tate the 40,000 people it would displace. But in this case most of the peo- Amerindian population or the need for protection of the environment in the

ple to be resettled joined rural unions sponsored by church and labor immediate area of the dam. Furthermore, the dar will flood a portion of an In-

organizers to protest and fight for their rights. Once again, an interna- dian reserve which previous Bank financing lped establish. This is pure lly-54

tional coalition mobilized, involving or1 and Oxfam-which was working

on the ground at Itaparica. The U.S. representative castigated the Bank for helping to co plete

The Bank was preparing a huge $500-million "Brazil Power Sector" other disastrous projects, like the "infamo s Tucurui Dam," and, "to acid

loan to finish not just Itaparica, but a score of other big dams. And the another folly, he continied, "the icvestment program includes financing

loan was intended to be only the first of several-to be handed out in for dhat the qloan Appraisal Report terms 'the no trious Blsina anv

half-billion-dollar chunks-to Brazil's national electric utility, Elctrobras, He directly questioned the credibility of Bank staff attempts to en -

to support a gargantuan power investment plan called the Plain 2010. T he ronmetal window dressing onm the loac through an "Environiielital Mas-

Plan 2010 called for the construction of 136 dams over a twncctv-year ter Plan" to promote environhital assesstnt of iuture lctroris proj-

period, of which 79 were in the rainforest; it would have destroyed the ects: 'How much coidence can we have that it will be carried out coil-

ecological and cultural integrity of much of the Aniazon basin. The first scientionsly aeis te same raziliant government] institttio s will be

Brazil Power Sector loan would help to complete and/or initiate the first implementing a series of enviroiiental disasters at the veary same titpoed?'

25 dais, which would flood an area the size of Connecticut and force Ot loune u, 86, a mijority o the Bank's Ixcuivse Board approved

over 90,000 people to resettle, including the 40,000 at Itaparica. As the the loan, but the Writed States vrted against it. It was t ne first ime an y

loan was being prepared, the Bank's Energy Department was completimg member of tie World Batik had refused to approve a loan oneiivioli

a study-with conclusions the Bank ignored-that indicated that in large Byental groutds. I would not be the last.

cotuntries like Brazil and India many if not most energy generating proj- By late 1986, several countries, including tthGeirany, Sweden, the

ects planned over the coming twenty years could be replaced by invest- Netherlands, acd Australia were sending signals to their World Batk exec-

menits in end-use energy efficiiency and conservation." db h ntdSae.I h ntdSaeohrgop omdt

Enough was enough; when te Bank's Executive Board mt on June ive directors to press for environmental refornis tit echoed those

Eciogh as nouh; hentheBatk's xectiv Bord et il uneurged by thle United States. Ici thle United States, other groups formed to

18, t986, to consider the Brazil Power Sector loan, U.S. Alternate Execu - mbilize grass-roots action on international developiet and the Word

tive Director Hugh Foster and several other executive directors expressed Bak. randy eais, an enviroinfestal activist ewsed in Sat ranciscs,

grave concerns about the dams. The U.K. director, using information spurred the creatien of the Rainforest Action Network, a group that Was

from (xfam, insisted that a specific loan provision he included to insure able to nobilize tels of thousands Cf letcers Cf potest to the World Batk
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1 solidarity wvith carpaigns led by NGOS ill the developing world. Thle In the press and media the pressure also continued to mount. Ii 1986

nternarional Rivers Network, also based in San Francisco, specialized in and 1987, both the New York Times and the Wall Street Journal featured

ghning dams all over te world and mobilized its own extensive network the campaign of the Washington environmentalists against the World

activists abroad and in the United States. More radical groupt, suc as Bank on their front pages and, perhaps more embarrassing for conscien-

.acteiisace a n dirtil mirstm also tured teir attention to the Bank. At tious Bank stalT leading scientific journals such as Nature and Science car-

he annual Bank/Fund meeting in Washington in September 1986, U.S ried news articles highly skeptical of the Baek's uvironluerleal record.

[os coordinated the first annual alternative meeting of environmental, Two British documentary filmmakers played a unique role in stirring

evelopment, and human rights groups from around the world to protest up international public opinion about the role of the multilateral banks in

ie policies and projects of the Bretton Woods behemoths. A U.S. activist Brazil and other tropical countries. One, British producer Adrian owell,

aned Chad Dobson helped organize this first alternative meeting, and had traveled in and written about the Amazon forest and its inhabitants

e would go on to found his own NUO, the Bank Information Center, since lie graduated from Cambridge in the .id-jgns. In 1980 be struck

hich specialized inl Circulating confidential documents froi the World a deal with Britain's Central Independent Television Company that must

haink to groups around the world. have been the envy of every producer of documentaries in the world: over

By late 1986, the World Bank began to resemble a fortress under siege: the next decade, Central would fund a series of films on the fate of the

n September 30, coinciding with the Bank's annual meeting in Washing- Amazon rain forest to be produced and directed by howell. aIagine,

>n, Greenpeace, Earth First!, and Rainforest Action Network activists Cowell told the Central Television executives, "if von could have had a

Yith rock-climbing expertise scaled the roof of a World Bank building in filmmaker on site i the 187s anid t88os to record the fate of the Amen-

ic middle of the day and hung out an immienise banner, whose image was can West-here you have a chance to do this for the Amazon." The area

ansmitted by photojournalists around the planet: "The World Bank Cowell chose to work in was Rond6nia. More than two years into his ein

)estroys Troipical Forests." emnatographic epic, Cowell realized that the fate of Rond6nia was being

decided as much in Washington, in the offices of the World Bank, as it
was in Brazil.

Besieged 
By 1984, he was working closely with the environmental activists in

Washington-Barbara Bramble, Steve Schwartzman, and the author. He

n ti-e United States the congressional hearings contin- filned several of the congressional hearings, and worked closely with

ed-more than twent ed b e 1987, held six different subcommittees o f Chico Menides, lose Lutzeilierger, and other Brazilian activists; both the

hLe Senate and House, Robert Kasten called a special Senate hearing In making and the subsequent showing of the fi series became important

Aay 1987 to record widening international criticism of the multilateral weapons i the fight to conserve reaiig raintrests in northwest

ranks for their environmental iiegligence. Among tie witnesses were tnon- Brazil, ard in helping the Brazilian activists strnigthen their links with

;overnneiital represeiitatives from Brazil, Indonesia, Canada, and the nongovernmental groups and sympathizers abroad. lie the late t9os and

Jetherlands. David Obey, the powerfil House Democrat from Wiscon- early 1990s, Cowell's five-hour series, The Decade of'Destruction, would

in, played a key legislative role, since he cliaircd the House of' epresen- be shown in more than a dozen countries, including nationwide on rts in

atives Subcommittee on Foreign Operations, which appropriated funds the United States in October 199. t*

r the World Bank. Ironically, Obey and Kasten disliked one another ide- One of Lowell's assistants iC the filming af the first episodes of he

logically and personally; each was particularly peeved when one would Decade of Destruction, Nicholas Claxton, was already an accomplished

:et media recognion for international environmental accomplishments docuredtary flmiaker in his own ridocumented ivmn an Eioi and

nd not the other. This antagonism spurred an intense rivalry and one- for Seeds of' L)cspai the ment oil f that documented kamine in Ethiopia and

ipranship in their staffs, who competed to introduce even' year imcreas- spurred the Live Aid movement of international rock cotcerts to raise

lgly stronger environmiental reform legislation for the World Bank. emergency relic1 fuds l'or Africa. Claxton found the there of big interna-

'brough a strange alchemiiy of antipathy, the two political enemies worked * See Cowells account ofs cxpcncn i dinin t

lore efetively toger her to further international environmental con-ernvs Deade ofDestrucrion: '7e Crusade to Snrc the Armazon Rain Foprc (New York: llenry loilt

hani if they hid been allies and friends, and tonnpa. 1990).
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wtt issue the lTE adrs, h50,000 new colonists a year in areas that were supposed to be set aside as

with the isucs the letter addressed, the World Bank Brazil country protected forests and extractive reserves for rubber tappers under the
department launched a probe that required numerous Bank staff to appear Pinkprjct. All of this was in total con1traventionl of thle Bank loan

before the Batik's "ethics officer,"* who attempted to ferret out who had Ba roet All ahs asantiol tion of l th reqkir

leaked project documents-an ironic commentary on the accuracy of the agreement, as wel is a flagrant violation of Brazilian law, which requires

N(to criticisms. In February, some members of the Bank's Executive environmental impact assessments for land settlement activities. 8 As te

Board, already concerned by the questions the NGos had raised, called for project proceeded these abuses continued, and in April 1993 twelve non-

a temporary delay of the loan. They had just learned that Brazil's presi- governmental organizations from Rond6nia wrote the Batk imploring it

dent Sarney, in response to a request by the Rond6nia governor, had to halt all disbursements on the loan.3 9

issued a decree abolishing the largest Indian reserve in Rondonia on Janu-

ary 30, 1990, at the very moment negotiations were concluding for the

new Rond6nia loan. The establishment of this reserve for the Uru-Eu- Power for the Poor-

Wau-Wau Indians had been one of the most important conditions of the at the Greatest Possible Cost

Bank's earlier Polonoroeste loans -n

But the World Bank's manager for the Rond6nia loan argued that the Energy efficiency is another area where the Bak, in Barber

project should be approved as quickly as possible because the Rond6nia Conable's words, promised to "play a leadership role." 4  Of all economic

state government was strongly committed to environmental protection. In sectors, energy is arguably the most important svironmen tally and acor

March 1990, officials sent by Governor Santana of Rondtiia traveled to nomically for the future of the world. It has also been the Bank's largest

Brasilia to lobby the Brazilian environment secretary, Jose Lutzenberger; or second largest lending area in recent years-accounting for betwee

they urged him not only to push for immediate approval of the loan, but 14.3 and r.6 percent of annual lending in the period 199v1993.o4 p

to back their suggestion that the Brazilian government make the unprece- We have seen that current patterns of energy development in develop-

dented request that the Bank disburse the entire $167 Mtillion in one ing countries entail profound local and global environmetal problems.

lump sum, up front, before the October 1990 election. 5 Lutzenberger Large hydroelectric daas are the main causes of forced resettleent of

was outraged; he sent a letter to the president of the Bank requesting that rural populations in any countries, and are a major factor in the destruc-

the project be delayed until more extensive consultations could be held tion of forests and rivrain farillands. The growing use of coal for power

with local NGOS later in the year, effectively killing the loan for 199o.6 production by China and India will make these countries the largest emit-

er6ntimo Santana was subsequently condemned by the Rondonia state ters Of C02 and other gases contnbuting to global warilg in the next

legislature for malfeasance, ending his tenure in disgrace. d century if alternatives are not found.

The Bank's Brazil country department, however, persisted with the The cost oftlarge-scale energy projects keeps mounting in many devel-

project, without resolving its serious flaws. The World Batik Executive oping countries one-quarter to one-third of all public investment is now

Board approved the ondnia Natural Resources Management project in going for electric power, diverting desperately scarce capital fron other

the spring of 1992, over the protest of numerous local NUos and of investments such as health, education, and conservation. Moreover, this

Oxfam, which was now also working on the ground in Rond6nia. Among proportion is growing and is still insufficient to n iet energy d rand.

other things, the Brazilian groups and Oxfaim pointed out in letters to tle With considerable help from die World Bank, India's investments for

Bank's Brazil staff and the Bank's executive directors that at the very energy infrastructure grew frot 20 percent to 31 percett of its aitatnal

moment the Bank was presenting the loan to the board for approval, the budget over the l9tansd4 a

Brazilian land agency, tNcRIA, was proceeding with plans to settle sonic The answer to this environmental and economic quandary has been

* The Bank's ethics officer is part of its Personnel Management Depariment; one of his or known for years. According to intrnationally respected Third World

her functions is to grill staff suspected ofleaking documents. The Bank's conception of energy speeialits--as well as, ironically, World Batik studies dating back

ethics is remarkably self-centered, relating to compliance with internal rules alfecting stal T

and the institution (petty corruption and harassment of other staff arc typical issues), At the inSee, ford scien Ameclua K N. Reddy and Jos6 Golderhe-g, "lergy t r the evelop-

Sane timec, negligent disregard of Bank environmental and social policies with disastrous ing World," Scienifimc Amnerican, September 1990, &it-8- Reddy is vice-clhairnian oif the

cosmetmenCes disre and 
reoetl 

ands olicies w ds rousrnataka State Council for science and Technology in India; the president of Brazil

cone for whole ecosystems hundreds of thousands of deeloping-coutry poor appointed Goldenberg a that country' secrctary of the environnment in April 1992

is not a matter of conccrn for the ethics olficer.
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Environment Facility to major industrialized nations, in the hope of secur- alternatives.* Worse, it was a regression; it made the standard Bank loan

ing funding commitments in March and starting operations in the begin- appraisal process appear like an exercise in grass-roots democracy. The

ning of the Bank's 1991 fiscal year, which began on July 1, 1990. On this identification and choice of individual GE projects was no better. Mem-

schedule, a new, potentially multibillion-dollar arm of the World Bank her coiuntries of the h; would meet twice a year to review a "work pro-

would be created practically ex nihilo and be operating in less than nine gran," but the whole project cycle fron identification to approval was

months. mainly in the bands of the Bank; senior Bank management would have

The February 199( GEF proposal already contained the major elements virtually total discretion in approving lantk Ged pro ects ertailing less than

of its initial form. In theory, it would be jointly sponsored by the Bank, $10 million, ard the others would be presented to the World Bank Exec-

the United Nations Environment Program (UNEP), and the United utive Board-which in the Bank's forty-six-year history had never turned

Nations Development Program (UNDP), and disburse grants to developing down a single project. UNEP formed a scientific and technical advisory

nations for projects in four areas of global environmental importance- panel whose task was to fornulate scientific guidelines to guide the seec-

conserving biodiversity, reduction of C02 emissions and other gases con- tion of projects. But the panel ad no say over the original choice ofthe

tributing to global warming, protecting the ozone layer, and cleaning tip four main project areas, nor over the design of individual projects, he

international waterways. Implicit in the proposal, but not clearly virtual irrelevancy of the panel became apparent when the first round, or

explained, were a number of other matters: all GEE investment projects "tran e," of GEE projects-totaling $193 million-was prepared by the

would be prepared and carried out by the Bank,* and Bank GEF projects Bank and rubber-stamped by GEE member states before the panel had

of more than $io million would be linked to, indeed often subsumed as, even developed project selection guidelines.

components of larger World Bank loan packages in areas where the Bank's In the 198os, global green movements from Russia to Brazil, from

cnvironnenttal record was notoriously poor, forestry and energy, for India to the United States, had linked the themes of public participation,

exampe. 
access to information, and democratic consideration of alternatives as

The Global Environment Facility proposal had been prepared covertly, essential elements of environmental decision making. Environmental

almost secretly. NUos, the U.S. Congress, and other national parliaments assessment laws in many countries (starting -ith the United States)

were kept in the dark; even the Bank's environmental stall initially had lit- embodied these principles, even if in developing nations the Isas were

tle information about the proposal. The Bank officially presented the (;E new and wcakly nitorced. The European governments had expressed a

to the leading industrialized nations for approval at a March 1990 meet- willingness to contribute additiobal hids for global green projects mainly

ing in Paris. But even the government delegations were poorly informired in response to growing popular pressure spearrraded by domestc envi-

and prepared; they had so little time to coordinate a position on the GEF ronmental movements What the world got in return was a travesty and a

proposal that oflicials from the finance, environmental, and foreign min- betrayal: a billion-plus dollars of potentially good nioney thrown after a

istries of the same nation took in some cases inconsistent or contradictory $2 4 -billion World Bank annual lending portfolio largcly lacking environ

positions. The cir start-up would have to be delayed a little, while the mental credibility.

Bank "educated" its major donor governments a bit more coherently Once the GEE proposal wvas a cuit aropli, the growing criticis t of

about what they were being asked to contribute hundreds of millions of nongovernmental groups in several countries pressured the Bank to set

dollars to support. In November 1990, the donor governments gave the uP meetings with NGOsu These meetings, which the Bank subsequently

go-ahead, and committed sonic $1.3 billion for a three-year GEF pilot pro- touted as examples of consultation and information-shariig, vere one-

grai; at the end of the pilot phase, its successes and failures were to be * in a letter sent to Barber Conable on March 9, 199o, several maior U.S. environmental

evaluated to see if the effort was worth continuing, halting, or expanding. organizations as well as thc Woods Hole Research Institute and the Union of Concerned

The formulation of the Global Environment Facility was a model of scientists stated, "We are shocked and disnaved that, despite the spcial inierest and knowI-

the Bank's preferred way of doing business; top-down, secretive, with a edg oNhs and other members ofthe public on isstes ofenviroitnet and dcvieopment,

basi cotemt fr Pbli paticpatonaccss o iforatin, nvove-the Banik hat rehised Participation to the public in rthe formulation arcid disrosion of ins pro-

basic conterpt for public participation, access to information, ivolve- posal. The Bank has refused repeated requests ofweos to review the proposal, to participate

ment of democratically elected legislatures, and informed discussion of formally in the discussion process, and even to meet with Bank statT on this issue" (Natural

* wouldbe tile executi ng agency for a1 small nomber of rechnical assaince projects. Resources Defense Council Ct al letter to Barber B. Conable, President, World Rank, 9

*iNr would be th xcu icvf March I t
malily resea rch and feasil y r unis.
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ded affairs where groups were informed of decisions already taken technical support to remove transportation bottlenecks, with the goal of

ehind closed doors. Bank staff studiously circumvented criticisms of gov- increasing logging exports.

:rnance and lack of "transparency," that is, openness. But tie Bank was The Congo, however, has a problem in borrowing more mioey from

iardly the only culprit, since it could rightly point out that several partici- international agencies-oc of the highest per capita foreign debt ratios in

)ant nations themselves (particularly France) insisted that NGOS not be the world, Indeed, a highly critical UNDP report on the GEE project asserts

dmitted to any of the official GEF meetings, something that the Bank that the World Bank was concerned by the relucta ce ofthe Congo gov-

lairnecid. it had no objection to. riiernent to borrow for a new forestry project.5 6 Thus, Bank memoranda

The data the Bank made available on proposed GEl projects were lim- describing the Congo Natural Resources Management project suggest

ted to short, generally one-page "project description briefs," insufficient that its loan conditions require the Congo to agree to the (GE project,*

or any informed evaluation. NGos and participating governments did not and state that the larger Bank project is designed to mobilize grant funds

iave access to other internal Bank documents and memoranda on the GEF "to make the package sufficiently concessional. 5 7 The Bank's intention

rojects, nor to any detailed information on the larger Bank loans to was to use the GEF project to financially jump-start a much larger scicmc

.hich many GEF projects were to be linked, Officials of the two other to increase logging exports.

U.N. agencies supporting the GEF, UNDP and UNEP, bitterly complained in All of this might have been secret, had not the Environmental Defense

yrivate that the Bank cut them off, too, from access to many of the same Fund and other groups obtained internal World Bank documents in the

Jocuments, autumn of 1991. The Bank's supposed partner in the GEF was bitterly crit-

Tlo e consequences of the Bank's approach to environmental manage- ical of the GEE project: UNDP condemned the Bank proposal as one that

ment can best be seen in what has been hailed as a model*-the $1 0-miI- would open up a hitherto intact, isolated rainforest area to logging and

ion GEF Congo Wildlands Protection and Management Project, which encroachment pressures, under the pretense of protecting it." According

became a subject of intense controversy in early 1992. On its face, from to UNDP, the GF project itself had dubious elements not described in the

reading the one-page project brief the Bank made available to NUos and one-page project brief made available to governments: it would finance a

donor nations in 1991, the plan would appear to be exemplary: it was twenty-five-kilometer road in the Nouabele forest area, bring at least 250

described as a "free-standing" project to protect biodiversity in the rich, people to the area in addition to numerous construction workers, and

untouched Nouabele rainforest in the north of the Republic of the attempt to set up organized safaris in one part of the reserve, while an-

Congo. 
other part would actually be opened up to logging concessiolls. UNUP's

But at the same time the Bank was preparing the GEF project, it had recomniendation was to leave the Congo's isolated nothern rainibrests

been preparing a large forestry loan for the Congo. Although the scandal alone and commit GE funds to protect more immediately endangered

over the Guinea and C6te d'Ivoire loans in early 1990 had prompted a areas in the southern, more populated part of the country. According to

moratorium on presenting forestry projects to the Executive Board until UNr, the major threat to the Nouabelc Reserve and surrounding area in

the Bank prepared a new forest policy, ongoing preparation of forestry the near future is, ironically, the GE project itself, with its proposed road

projects was not halted. The Bank's Congo loan proceeded, but, in keep- building, tourist safaris, and logging concessions.

ing with the Bank's new green image, it was baptized the "Congo Natural One of the more bizarre and revealing aspects of tic ci; Co"go proj-

Resources Management Project." Unbeknownst to the GEF donor gov- * Ironically, the Wurld ianks wildlands policy, promulgated in 1986, requires the Bank to

ernments (like any other member of the public, they had no access to finance the protection of equivalent areas of rorests or other woodlands when a Bank loan-

most Bank project documents), the Congo Natural Resources Manage- such as that for the Congo Natural Resources Managenent i'rojecr-resolts in the cover-

ment Project's main purpose-to cite World Bank project preparation sion ofa given a ,fAii intact ecosystem. The t;IF is theoreticahly forbidden from funding

documents-was to "bring forestry exploitation back to life" so that it activities t oat would tlhcnevise be financed frto ther sources, But the wilditanl policy has

woul "rgai it fomerplac asthemos stbleforegn xchngeearierbeeni dillicuti to carnp out, since Batik stall have viewed it as a fiurrlucr obstacle in piushing
would "reain its former place as the most stable foreign exchange earner through prets and geing governrnicins to borrow for thcm, In effect, the F has opened

for the Congo. i proposed loan would fund infrastructure, road s, and t anot er poirntial loophole through which [ bank istal n avoid aoaying out ntk cnii-

* Itwaseventheronnmental policies by atifully devising packages combtiniing Bank loans with GFIF poicts ill

It was even the subject of a highly favorable cover story in Time (Eugene Linden. "The which the GFF will foot the bill for enviroinmental actions the Bank loai otlherwisc would

Last Eden " Time, 13 July 1992, 62). have been required to linn, ce.



What oi Earth Is to Be Done? • 283
282 *MO RTCA C NG '1i11- EARiTH

taoa few who not observed, there is no longer one right answer to a given social problem,
to aot often several, each one a function of a specific, local situation. In

only are unaccountable, but claim that their decisions are dictated _ b6t of se eal, oern of wecifrot t uibe,

obiective systems of reason that are beyond appeal. These systems are ide- the place of the universal, modern project, we confront the irreducible,

ologies. Development, too, is an ideolo gy, the last modern ideology. We nd somen at y cnacing, bcause uicomtrollable, Iiemi igenciIv (d post

muist cease sccking objective solutions to the crisis of oi etivity. When Thmodernity .6

we pretend that politics is banished from institutions with tremendous now danger and t we political crisis ofliodern technological society Aoe

power to affect other humlanIs, politics eventual1 y reigns pervasive. caiuou- no0w global, The danger, we have seen, lies inl thle continucd pursuit of
power toraffect, othe uanscked. self-referential, autonomous technology, and in the enclosure of the entire

Ia the World Bank we see the foundering dream of _oderiity, the fail- surface of the planet as a field for the unrestrained exercise of instrumental

ore of a universal institution that would attempt to predict, induce, and; reason. Continuing in this direction leads not to economic equity and

reofainiversloal instiint. FTht Bank's disarray may be only oe sign social equilibrium, but to increasing disorder, ecological instability, and

administer global development. the Ban dray mae o violence. '[he political crisis is above all a question of the lack of account
among others of the twilight of the modern era: the collapse or weaken-aiiy epniees n pneso h ntttosadbracais

ing of multinational states such as the U.S.S.R., Yugoslavia, India, an ablity, responsiveness, and openness of ade institutions and bureaucracies,

Canada; the growth of ethnic and regional nationalisms, many of them public and private, that ar thile vessels r and administrators of this uncani

alarmingly atavistic; the increasing appeal of religious fundamentalism not planetary technological nihilisc. The more these institutions with utiver-

only in the Muslim world, where for the most part the promise of devel- vsal agedas try to predict, administer, and control t e world, li ore it

opmnt assimlyFaiedto ateiaize bt asoin industrial countries. $evades themn in increasing turbulence and chaos.
o nt as simplytaie tr materoiaize, but strust oflial ower ofutist When the nation-state and the international system fail, as they increas-
In many countries there is a growitng distrust of the power of multilat- igydw r etwt oaiaBsiaHii ahi.W hl

eral institutions, which many now view as a historical regression in terms ingly do, we are lfa with a Somalia, a Bosnia, a Haiti, a ndsmir. We shall

of political accountability and transparency, values embodied, however see many more if a way cannot be found to reinvent national and interna-

imperfectly, in the democratic procedures arduously won in Western wiona institutions, and to find diverse alternatives to deal with the world-

nations through hundreds of years of social and political struggle. The wide ecooic political, and environmental challenges of the postnod-

attempts of European Community bureaucrats to proceed with the devo- he era.

lution of democratic powers to a centralized bureaucracy in Brussels hav6 poThe global environmental predicamentt embodies these dilemmas of

rightf~tlly enicounitered resistance across tile Continent. . postnioderiiity, but it may also point to a path that leads beyond themti. it

Corfllincutors reser to tncese contradictory social and plitical phe- poses a conundrum that existing international institutions cannot unravel:
ommntatorsharefger O tesecnraitorysc ascos end poh'tche the threats are increasingly worldwide, cumulative, and total, but solu-

culmination of modernity in global market and communications Culture tions must take place at the local level everywhere on the planet. Indeed,

that paradoxically unleashes pluralistic forces and movements of unexpect- if the propo rts of lits to growth and the need for a steady-state o

ed intensity.3 The growing perception that neither local nor global eco- ony are even partially right, the economic and social behavior of most o

nomic and ecological systenis are predictable from the standpoint of the the world's inhabitants must change radically.

state, means that the world cannot be managed through conventiona What on earth is to be done?

centralized projects of administration and control. Peter Drucker calls this

realization "no more salvation through society,"4 and David Korten calls

it "the end of the dominant state." Global Civil Society

The postmodern world appears to be one of global interdependency

rife with indeterminacy, at times at the mercy of random events that can For many years, out in the forests, we have been

unleash abrupt, discontinuous change. We are faced with the end of what putting our bodics between the chainsaw gangs sent by

have been characterized as grand, universal narratives (international devel- the ranchers and the trees that provide our way of lifte.

opment World Bank-style is one of the grander), with the impossibility of Now, we are doing the same thing here in the city, at

totalizing knowledge, and with the demise of administered society, A of this hearing, -ith rime law O9 or side?

which began with Descartes and Bacon. As Drucker and others have
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it is therefore intended that the Climate Alliance of coalitions, and these coalitions have become increasingly vocal and effec-

European ries with the Aeazonian peoples would tive. Environmental, social justice, and human rights groups around the

make possible direct contacts between local authorities world are forming dense, flexible, information-rich networks with one

in Europe and in the Amazon region- They [the another, self-organizing systeis that have liheir own evolutionary dv-

inhabitants of the Amazon rainforest] are right to fear namic.

that large-scale and centrally planned environmental These grass roots movements, with all their limitations, have emerged

protection projects will . brush them aside and disre- as cultural and political antidotes to the dangers of technological nihilism

gard their . reqrements. There is already experience anduaccoutbl bureaucracy. They ebody a saving poer in a time of
to show that nature reserves or reservations usually only great dangr-a sense of planc ary responsibility rooted in and arsing
drive them away or rob them of their autononmy, while ro er-aei e lolnery rsponsibilityliticadcapacityarising
the destruction of the forest often continues unabated. from very specific local concerns. This concrete political capacity to link

The Climate Alliance . . . wants to create a cooperative the local with the global is the cornerstone of emerging global civil soci-

relationship in which the partners respect other forms ety. It is a new phenomenon in history. Let us examine several inore

of knowledge and ways of learning, i.e. of social Cxis- examples to identify other characteristics of global civil society.

ence -The Climate Alliance of European First of all, at the local level the phenomenon is not as new as it may

Cities, working paper, 19911 appear. Many social movements in developing nations embody in new

We might begin by looking back once miore at the Earth .forms long traditions of popular protest against injustice and exploitation.

Stunmit. For all its disappointments and hypocrisies, its real significance The Chipko movement in India started in 1973 with spontaneous inter-

Sm be ti-asimle acts disappointakint pace.t tyoo es, ireas sintin ventions by women in Himalayan villages to protect local forests from
may bec the simple fact of its taking place. It took place because nation- logging contractors, who had been granted permnits to defo(rest by state

states and international organizations were forced to respond, albeit clum- logging acs, whouh been thoughts to eoogy move

sily and ineffectually, to the growing worldwide pressures of an emerging mestr agens a Although oe;lC houis of as a cologyatine-

global civil society. The summit will fade into history, perhaps much more Imeth a entm-y feruras re, and isin rementinian vf

qttickly than the ]leads of state who were present wotild like to think. But .more than a century oif rural revolts and Peasant miovemients by Indian vil-

the deeper worldwide social and political currents that made it inevitable lagers against the enclosure and logging of common forest areas by state

forestry agencies, first under the British, and after 1947 by the national
will continue-and intensify. These currents, and the nongovernmental

- and state governments of independent India. ItII ndeed, sotme authaors have

movements to which they are giving birth, can be a source for the rejuve- s

nation and restructuring of national and interinational institutions, and for suggested that tue popular origins of Chipk, can lie traced to a faious

the creation of new institutional structures. The Indian gentleman at the protest that occurred in to763 i n Rajasthan, w n members of a ahindu

last debate in the Gloria Hotel was right: it was the people, after all, who fsect sacrificed their lives to prevent tree fling ordered by he Maharajah

had brotaght thle governments atud leaders of the World to NO of Jodhpu r. I2
had brohe ten gooveres deads ofd thtile worldto1. Chipko and the rubber tappers' movement in Brazil are among the

We have seen how over the past decade and more, arotud the world best known cases of local forest peoples organizing to protect resources

but with particular vehemence in developing countries, local populations hl ncmo;teeaemn tes ntepn oet fHnuaheld in commnon; there are miany others. Iii thle pine forests tof Honduras

long inarginalized from the grand narrative of modern history are mobi- * The women literally encircled trees with iheir bodies, embracing liem in a" ultimate ges

lizing to defend ecological balance and fight against the destruction of tore of protection and care-thus "whipko" which comes lran the Hindi verb nimanng "to

resources upon which their strvival depends. Altogether, in the develop- A hug." The Chipko protests spread through the Himalayas and to forested hill regions in the

ing nations there are hundreds of thousands of NOS with more than too . South of India such as the Western Ghats. As a result, in 1981 India's Prime MiiIster Indira

million members.' In this book we have only been able to mention the Gandhi declared a fifteen -year ban on tree felling in the Garwahl Himalayas, rite region

activities of a few in countries stuch as Thailnd, Brazil, Indonesia, and where the Chipko protests originated. But the movement continued to spread; Giandi.3n

Iniacve o a feincountrhaves suh easined thiland, , uoerrrilaln activist Sunderlal Bahuguna led a S,ooo-kilometer foot irch from Kashmir 1o Blitan to

India. In a country we have not examined, the Philippines, over 5 mllon spread the chipko message between 1981 and 2983- in B.ahuguna's words, Eicology is per

people belong to some 16,000 Nos, of which probably 4,00o are mntartt economy" (Bahuguna, cited in Paul Ekins, A Nem World Order: Grassroots More-

concerned with development and environment issies."' Maty of these k ntsfor Global Changr I London and New York: Routiedge, 1992], 143) (See Gsoha, ie

developing-country NGos are in turn members of broader-based national Unquote Woodrlsee eudrote Ill, especially pp. t52 84
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more than 6,ooo families depend on resin tapping. In the early 1970s, systems for natural resources to which they have access and upon which

these villagers launched logging blockades and organized cooperatives to they depend, even if they do not legally own them.

obtain forestry concessios for extractive resin harvesting to oiserve the Indeed, the proportion of national land area administered by govern

pine trees o o which their livelihood depends. hoday, the villagers physi ment agencies in many developing nations is startlingly high. In India,

cally patrol the forest and limit access to loggers and agricultural nearly a third of the country's land is owned by the government, 22 per-

croacl trs; on two occasions they went to lgeet with the head of cent of it by state forest departments. The Thai Royal Forestry Depart-

tenacionsl theyr w to mt i and mnt's 7,000 employees attempt to administer 40 percent of Thailand's

the~~[ad 

national foesr agencyn demander that outid logig 
n

encroachment be halted. Ironically, t e greatest threat to the pine forests land, occupied by millions of farmers who are technically squatters. Fifty-

of econduras now may be proposals to transfer the forests to private tim- five percent of the Philippine land area (occupied by more than 18 million

ber companies, on the theory that cormn property resotures cannot be pole) is administered by the government forest agency, and 74 percent

protcmpnied. ooof Indonesia, occupied by between 30 and 40 million people, is the

A similar tale occurred in the heavily forested Sierra de Jtarez moun- domain of that country's forest department. Many of the locally based

tains of southern Mexico in t980, when thirteen communities formed the environmental movements in developing nations are in essence move-

Organization for the Defense of the Natural Resourcend S a Devel- ments to reverse enclosure, to regain the huge commons that have

opmgnit of the Sierra de Juaret In 1981, they organized the first become the property of the state.

national meeting of forest community organizations in Mexico. After a Many community-based systems of environmental knowledge and

bitter fight, the communities won a major legal precedent in 1982 and management embody a historical coevolution between particular local

established their communit a onjr adjacent forests in their ecosystems and distinct human cultures. Some researchers suggest that

mountain homeland.' 
4 Halfway around the world, on the large southern since human societies have evolved until recently as subsystems of ceo-

island of Mindaiao in the Philippines a comparable gra rg novement systems, human communities all over the word have inherent self-orga-

began if the late in8s logging blockades by local villagers spread to nizing capabilities to manage local ecosystems in a sustainable fashion,

protests at ithe regional and national level, finally leading the government to provided they are not dominated or destroyed by subsequently inposed

aqutetsce to a logging ban for the entire Mindanao province of Bukidnon.is top-down control and management:

A key characteristic of many of these movements is the attempt to Examples include communal land tenure in high mntain meadows and forests

regain local nianagemnilt and control ocmonrcsotlrces tha Exmlsicueamirc adtnr ~ ihnfinii edw n oet
of common h are i Torbel, Switzerland; common land nnagement in Hirano and area villages in

threatened by unsustainable harvesting and exploitation. Much of the lit - - aa'ai h m Iirgaonstrsinhe aecaaeardeleerii

eaal. 
e 111d sr the hufrrfa irrigation sy'steml in the Valencia area and elsewhelire in

erattire on such common property resources reveals a prejudice onl the Spain-..

part of sonm development planners and economists that private, indivil These colion propcrty instittlions are flormd with all resource types, miany of

pro e ts e t only means to protect "the commons, theni non-traditional, covering a large range of regions and cultures throughout

example, forests and Water resources.'6 Without private ownership, the the world. Specific instittions can anse in less than ten years, and may endure

thesis goes, resources held in common wNill simply be ravaged on a first- over eotries (but eive constantly).ai
7

come fi rst-serve basis, since no one has a long-term interest in conserving Te exm le l nstat an

a resource he or she does not own. The social and economic reality in These examples illustrate a concept of critical importance: local hunian

many poorer countries, however, is often the contrary: private ownership comlnities and econorties, while embedded in larger social aid ecolog-

and/or government management frequently has resulted in over-exploitat ical systems, can be thioagt of as complex adaptive systems in their on

don, while many local communities have evolved sustainable management right, evolving ard creating their own conditions, within their eviron-

* Thry were figi ii renewal of a forestry concession to a large paper and logging citil need feelog er sce ofacommon prorcoyen, the le e-

enterprise Fahrican d Lapel Turepee (tAiArIFX) They launched their owi newsPaper ard *A cmiriCal riced fir the loag tem sitefsi of-conirs popee srly , th"Degalysnge-

dclared in r its first editcio, de XIe will no lger PC risit our iar ral ouretis to be wasted, ing ot amnd tennre or usfruict rights Ror local onininies. See rilCV,

since they ar sthe paitrinony ofor children The forest resources should be in the hands of Tragedy of the Commons" (see endnote 13), 35.e n

our communities' (Damid Barton Bray, "The Sstggk for the Forst: Conservatit** It is equ]ally important to bear iml mid the nuncrous exatmplet of environ 11 icr taly ausid

.t 
e 

3ea onser ation and ecorlonnicaly malaiprtl' humnan societics, a good manv of themi r, " irdiiial or 'prinll-



288 * MORTGAGING THE EART H What on Earth Is to Be Done? * 289

existence of such self-organizing capacities in human societies (at differ- nationally organizcd pressures by Brazilian and foreign NGOs riot only

ent, interconnected levels from the local to the regional, national, and influenced lending decisions of the World Bank and the Inter-America

international) implies the possibility of an alternative global order-or Development Bank, but led to specific changes in Brazilian government

rather, set of orders-to the one based exclusively on centralized nation- policy 2  These changes include environmental impact procedures that

states, multilateral organizations like the World Bank, and transnational provide for public participation and access to information, and (a more

corporations. mixed blessing) the establishment of numerous governmental agencies

The internationalization of ecological and social conflicts in Brazil dur- concerned with environmcntal conservation i The expanding alliances

ing the 198os is a good case in point for examining the relationship and campaigns involving local organizations of forest inhabitants in the

between an evolving national civil society and the state, It may also illus- Amazon, national Brazilian groups, and NGOs abroad empowered local

trate the emerging qualities of a nascent global civil society. As with the groups with resources and political credibility they had never before pos-
Chipko movement, the protests of the Amazon rubber tappers and Indian sessed.2 1
populations have deep historical roots. The rubber tappers' resistance Armed with lap-top computers, faxes, and modems, NCos in the Ama-

dates back nearly a century, and that of the Indians to the dawn of the zon have fIrmed powerful, responsive networks with national groups in
modern age-which for indigenous populations began as a still continu. Sao Paulo and Rio, and international NGOs in Washington, Berlin, and

ing nightmare of enclosure, dispossession, and death. For Brazilian an- Tokyo. ThV influenced-and are coitinuing to inlilucnice-not only

thropologist Eduardo Viveiros de Castro, the unexpected emergence of Brazilian government policy, but also the flow of public international

local, national, and international environmental activism transformed not finance, through a kind of global electronic polis?2  And they were only

just politics in the Amazon, but the whole nature and space of interna- one example of how the spread of affordable information technologies has

tional social and economic policy. contributed to the growing empowerment and proliferating networks of

In the 1980s NGOS began to articulate local social and environmental grass-roots organizations all over the developing world 4 Nation-states

interests on a worldwide scale, becoming an unexpected counterweight to and international organizations must wake up to a rude surprise, one they
the unchecked exercise of transnational economic interests and the geopo- still have trouble digesting: international politics and policy nust now

litical machinations of nation-states. "Establishing a new context between deal not just with the negotiations and conflicts between governments,

the local and the global, the regional and the planetary, questioning abu- but also with those of nongovernmental orgaiizations visavis the state

ses of political representation at the national and internatimnal level," and organiization1s of states.
these groups lbrm noihing less than a global "antibureaucracy.' M o any fi thre achlievemes 1l i tIe Blrazilian NG novenlent over thlie

The idea of the extractive reserve itself-the most innovative solution I980s-the demarcation of new kinds of protected areas, the creation of

to the dilemma of rainforest conservation-came, in the words of leading environmental impact assessmssent laws and new governnmcntal agencies-

Amazon researcher Marianne Schnink, "like many other initiatives pro- can and will Ibil iflhey are carried out in the spirit of gInobal environmental

posed by peasants, rubber tappers, and Indian groups . riot from a plan- management, treating people and localities as inputs or fields for the exer-

ning office but from more than a decade of struggle in a changing politi- cisC of instrumietital reason and centralized power. 'Ie efetiveness of

cal environment."1  The pressures of Braziliaii N6Os led to the adoption in such governental and legalistic reformrs depends on their responsiveness

1988 ini the new Brazilian constitution of several critical provisions estab- to the needs of civil society, and on civil societY's full involvement and

lishing the rights of Indians to their lands and tie rights of all Brazilians I participation. Indeed, environmental assessments can be counterproduc-

to a sound and healthy environment. Brazil's leading environmental jour- tive if carried out without real public consultation and timely considera-

nialist, Ricardo Arnt, cites some fifteen exansples in tie 198os where inter- tion of alternatives bceause they can merely ratify ill considered and

unsound projects.

tive " (See Robert t Edgerton, Sick Societies: Chalen3iq the Myth ofPrimii'c larmony Brazil's relatively new environmental assessment law ( 1986) is a case in

[New York: Free Press, 19921 )The point is not that a technologically advanced society is point 2, Bra zirs law does riot only call fIr environnlital assessnits for
necessarily maladaptive, and a rural or traditional conmunity necessarily in balance with its certain kinds of prijects, it recommends that the assessnicits be written in
cnvironment (both can be itcher adaptive or maladaptive), but that the consequences of publicly understandable language and requires public hearings to review
maladaption in a singc, global culture may entail disaster on a scale unpreccdcntcd im

huln hiom the studies. For the first fIu r years it was largely ignored, not only by the
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Caribbean, and in Africa. tAP has directly supported rubber tappers' orga- has prompted arc of great environmental and social significance: for one

nizations in northwest Brazil, and has played a key role in financing and thing, the Bank has gotten out of the business of funding agricultural col-

supporting the resin tappers' cooperatives in Hbnduras and the corn- onization schemes in pristine rainforests. We shall see no More World

munity forestry organizations in Mexico discussed earlier. Appropriate Bank-financed Polonoroestes and Transrmigrations.

Technology International (AnI) has a mandate to provide small-scale When all is said and done, it is clear that the Bank's mmciibcr govern-

enterprises and farmers in developing countries with environmentally mrents find that it serves important, if dubious and disingenuous political

benign technologies, access to capital, and marketing assistance, purposes, purposes more important than the consequences of individual

Another prototype is the British private voluntary organization Oxfan, projects. Indeed, most of then have tacitly endorsed a situation where

which now has operations all over the world. In Africa, lro example, Bank management and staff have operated semi-autOionmously over the

Oxfam works in twenty-five countries, and in most of these nations it has years, withholding information from the Executive Board and on occasion

offices. In 1992, hundreds of Oxfam staff were at work all over Africa nisleading and deceiving the directors. For the countries of the North, we

managing $36 million in grants to support sonic 1,200 coininity-based have seen that the Bank is a convenient political and financial tool im the

projects.", attempt to plaster over the contradictions of inequitable North-South

The annual budgets of such institutions are small, less than those of economic relations and provides an excuse to avoid dealing substantially

many single World Bank projects: about $30 million annually for the with debt relief Most recently, the Bank has been useful in bolstering cos-

Inter-American Foundation, $to million for the ADF, and less than $; metic responses to public pressures to deal with the global ecological cr-

million a year for An Their funding and operations should be expanded , sis. As an institution, the Bank is not suited to address these issues or to

and the creation of similar organizations encouraged. Both the Nether- resolve them, but it serves governments as a dangerously deceptive alibi

lands and Norway have esiablished comparable public fnindations for and furthers the illusion that something is being done while the problems

community-oriented foreign assistance. fester.

It is true that even with substantial funding increases, the amounts of Ministers and officials of Southern governments, while they protest

money that can be transferred from North to South through such against the Northern-doninated voting structure of the Bank and its arro-

conitmunity-oriented foreign assistance is only a siall fraction of what the gant negotiating tactics, have becotie addicted to its loans. The Bank's

World Rank and its sister institutiotis are capable of lending. But if our $24-billion armnnal lending is nothing less than a global political patronage

exariination of the Bank reveals anything, it is that foreign aid, particu- machine without precedent in world history, one that greases the gears of

larly in the form of big projects, is a highly perverse and counter- finance, planning, energy, and agriculture bureaucracies-and tie ambi-

productive way to move mnoney to alleviate the very real and urgent tions of their cadres-around the developing world,

macroeconomic pressures on developing nations. These pressures should In the near future, the World Bank will continue to occupy a unique

be alleviated through debt relief and relaxation of trade discrimination international political space, a kind of Archimedes' point (rom which pow-

against the poorer nations of the world, an alternative we shall discuss erful leverage can be exercised on certain points of the globe at a given

more a bit later. time. Over the long term, its attraction for governments has nothing to

do with what it is doing or promoting at a given moment, and everything

The chances for reforming the Bank are in large part linked to making to do with the political point in space where it is located. The leverage

its member govertnents more accountable and responsive. The interna- that can be exercised from this point, when ill used, has infused life into

tional campaign of NCos for environnierital reform of the past decade has countless disastrous schemes which might have otliervise dicd natural

shown that mobilized nongovernmental activism can make a diflerence in deaths through insufficient fiancing and divided domestic support,

influencing governments and, in some respects, the multilateral develop- Could the same leverage be used to help open up the terrain for global

ient banks, but we have seen that most of the changes that have civil society vis n vis governments, to promote a necessary coevolutioi

occurred so far have been more bureaucratic than substantive- The Bank's and coadaptation between governmiets and social and ervironrnental

major shareholding governments have been willing to challenge individual miovemnelIts? Could the Bank itself be radically restructured to reflect the

projects and policies, but not more deeply rooted institutional problems. values of global civil society-accountability, flexibility, transparency, free-

But we should also rerieniber that some oft lie changes that lie campaign dorm, care?
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FOR COMMENT PER OUR CONVERSATION
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FOR APPROVAL/CLEARANCE FOR INFORMATION
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NOTE AND CIRCULATE NOTE AND RETURN

X APPROPRIATE DISPOSITION

RE: Bruce Rich

REMARKS:
Attached is a second installment on the Africa Region's response to Mr.

Rich (I sent you my view); regarding the Guinea Project. We still owe you
Cate d'Ivoire.

FROM ROOM NO. EXTENSION
K, CLEAVER, AFTDR J3-155 34595



THE WORLD BANK/JFC/MIGA

OFFICE MEMORANDUM
DATE: February 18, 1994

To: Mr. Kevin Cleaver, Director, AFRTD

FROM: Giuseppe Topa, Forestry Specialist, AFlAG

EXT: 34532

SUBJECT: Respond ina to Mortgaging the Earth

Please refer to your memo to Mr. Michael Grut, former task manager of
the Guinea Forestry project that is criticized in Mr. Rich's recent publication.

Below are specific remarks related to the points raised in the publication.
The focus is on the project design and what the project has actually achieved during its
three years of operation. As you might remember, a detailed response to WWF's
criticism on the project was provided to EDS05 in January 1990. This response and
relevant background material are also attached for reference.

The proiect viewed as a deforestation scheme.

The project was never meant to support logging operations. The quoted
75 km of roads in and around the forests were to facilitate protection, sylviculture and
management. 75 km of roads over 150,000 of forest amount to 0.5 meters of road per
hectare, an intensity at least 20 times below the one required for logging in comparable
conditions (10 meters per hectare). Hence, these roads do not signal any intention to
provide direct support to logging.

To date, not a single km of road has been constructed. Forest protection
has been achieved through motivating local forest surveillants. Sylviculture operations
have emphasized the re-planting of accessible sites for which no new roads have been
necessary. A very modest length of one-meter wide observation paths has been opened
to facilitate the ecology and biodiversity investigations, and these would naturally
disappear.

Management plans have not been completed yet. Their preparation has
however been instrumental to generating a very healthy dialogue on management issues
involving stakeholders, the Government and the private sector. While some of the issues
regarding the intensity of conservation versus sustainable use of forests are still being
debated, there seem to be no doubt that conservation will be the main thrust of future
management plans, and that these will be implemented as part of a broader framework
for development of surrounding areas.



Mr Kevin Cleaver, Director - 2 - February 18, 1994

Finally, the project has recently made clear its position regarding
commercial logging by drawing the government's attention to the need for immediate
suspension of the only logging concession near the Dieke forest.

106.000 ha of pristine forest being opened for timber production.

The article allegedly says that real thrust of the project, "hidden in the fine
prints", was to open for timber production 106,000 of pristine forest. This point was
answered above. I would just like to add that this impression might have been generated
by a theoretical assumption made to calculate the project economic viability. Finally
according to the project findings the area of pristine forest is below the mentioned
106,000 ha. The exact area will be available by June 1994.

Cleared and cc: Mr. Nkodo (letter only)
cc: AIC Files

F. Dalencour, BB Guinea Forestry.

AAcleav.mor



THE WURLD BANK/IFC/MIGA

OFFICE MEMORANDUM

DATE: March 31, 1994

TO: Mr. Lewi restn

THROUGH: Matt cHugl, XC

FROM: Ale de Shakow, EXTDR

EXTENSION: 31828

SUBJECT: "Mortgaging the Earth" -- The Bank's Response

Last week I distributed copies of the Critical Overview, part of the

Bank's response to Bruce Rich's Mortgaging the Earth: The World Bank,
Environmental Impoverishment, and the Crisis of Development. The Overview

was based in part on valuable contributions from Bank staff who prepared
background notes on various issues in Rich's book. These notes have been

edited and are now available as well, on request. A set of the complete
package is attached for your information.

Attachment

cc: Messrs. Karaosmanoglu, Sandstrom, Stern, Vice Presidents
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INTERNATIONAL DEVELOPMENT ASSOCIATION U.SA Cable Address: INDEVAS

March 21, 1994

In February 1994, Mortgaging the Earth: The World Bank, Environmental
Impoverishment, and the Crisis of Development, by Bruce Rich, was published. The
book is a strong critique of development practice in general, and of the World

Bank's role in particular.

The Bank welcomes open debate on development issues. We think it is

important, however, that this discussion takes place in the context of an
objective overview of available data and experience. Mr. Rich's book has not

provided this. Thus, the attached note represents an attempt to provide a World
Bank perspective and to set the record straight.

We will be happy to provide further information on request.

Alexander Shakow
Director

External Affairs

RCA 248423 - WUI 84145
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Setting the Record Straight..

'Mortgaging the Earth'-A Critical Overview
Bruce Rich's book, Mortgaging the Earth, is a provocative critique of development practice in general, and

of the World Bank's role in particular. The book sees the development record as one of near universal

failure, and the book's conclusions are predicated upon this assumption. Reality is much richer than the

picture presented by the book, however. While there have certainly been disappointments and mistakes,
the overall picture is one of substantial achievement. In developing countries as a whole, the past quarter
century has witnessed (but Rich's book has ignored):

• a reduction in infant mortality from 120 per 1,000 to 60 per 1,000, and increase in life expectancy by 12
years;

• a doubling of food production and an increase in average nutritional intake per person of 20%;

• a doubling of secondary school enrollment rates (a tripling for girls) and a substantial rise in literacy;

• clean water made available to 1 billion people who previously lacked it;

• a doubling of average real incomes;

-a dramatic trend towards democratic forms of government.

The book takes little interest in this progress: to citizens in developing countries they matter a great deal.

These achievements are certainly not grounds for complacency. While the vast majority in developing
countries have benefitted from them, many (especially in Africa) have not. Mistakes have been made,
environmental and social concerns have received inadequate attention, and the sheer growth of popula-
tion means that the absolute magnitude of poverty is as great as ever. But making progress requires

learning lessons from success as well as failure-an approach rejected by Mr. Rich.

Some of the themes of the book are important and deserve urgent and continued attention. These

include: the need for more participatory forms of development and greater sensitivity to social concerns,
the need for strengthened environmental institutions in developing countries, the importance of openness

in decision-making in multilateral institutions, the imperative of avoiding past mistakes, and the need for

further debt relief (especially in Africa). The World Bank is striving to make progress in all these areas,

and in this regard Rich's book is a welcome contribution to the debate.

The book's value, however, is seriously undermined by methodological flaws, by errors and exaggera-
tions, by its rich-country perspective, and by its rejection of the concept of sustainable development as

understood by the Brundtland Commission and the Rio Earth Summit. We briefly consider each of these.

Methodological Issues

Rich's methodology is to pick the worst examples of country experiences and of World Bank perfor-

mance, and generalize. This "analysis by vignette" is effective in raising emotions, but does injustice to

the important and complex issues involved. Chapter 1, for example, devoted to the Thai experience,

portrays development in that country as one of a total failure to meet the needs of the poor. The huge gains
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in the poor's access to education, basic health care, nutrition, and sanitation in Thailand are ignored.
Similarly, in Indonesia Mr. Rich neglects to note that the incidence of poverty, which was 60% in the early
1970s, has declined to 15% in 1990, an astonishing drop of 45 percentage points in two decades.

In addition, the book suffers from the common methodological flaw of failing to take account of the
counter factual-i.e., what would have happened had development programs not been followed. One
example is in its treatment of structural adjustment programs which, the book concludes, have led to
slower growth, cutback s in health spending and have failed to promote exports. There is ample evidence
that countries that failed to adjust to the shocks of the 1970s and early 1980s fared far worse than those that
did. And, in fact, countries with intensive adjustment programs enjoyed on average increased growth
rates (by 2.5 percentage points from 1981-85 to 1986-90), increased spending on health care and increased
exports.

To be sure, the adjustment process is complex, and some programs have been less successful than had
been hoped. A vigorous exchange on the consequences of adjustment, and on how adjustment programs
can be improved, continues. But it is essential to remember that it is only countries in crisis that seek
support from the World Bank for adjustment programs. Drawing conclusions from simple correlations
between countries in crisis and World Bank involvement is analogous to observing the high correlation
between sick people and hospitals and concluding that hospitals are bad for your health!

Errors and Outdated Information

Much of the information that Rich uses to make his argument is false, exaggerated, misleading or out-
of-date. There are simply hundreds of examples of this. A small sample:

-On forest projects: the book claims that projects in Guinea and Cote d'Ivoire financed logging and that
the latter displaced 200,000 people. Untrue. No logging was financed and no involuntary resettlement

was supported. Further, the book implies that the Bank was involved in the Cameroon Tropical Forestry
Action Plan. It was not. In fact the Bank was involved in only one of the nine cited as particularly
problematic.

-On financial data: the book claims that debt service to the World Bank is eating up the earnings of
African countries, such as Uganda. Untrue. World Bank net transfers to Uganda and nearly all African

countries are strongly positive. Indeed overall net transfers to developing countries as a whole have been

positive since 1989.

• On the achievements of the Green Revolution: the book draws from reports from the mid 1970s to

conclude that new technologies have hurt the poor in India. In fact a rich array of later studies have

demonstrated that rural poverty declined in the 1970s, that small farmer incomes increased faster than

those of large farmers, and that employment and income opportunities for the landless rose.

• On the Global Environment Facility: the book claims that GEF proposals were "prepared covertly,
almost secretly." Untrue. They were the result of an unprecedented level of interaction among official and

non-governmental entities. On project specific issues, there are also many errors. For example, Rich claims

that the Tana River GEF project includes forced relocation and that it is linked to a new Bank agricultural

loan. Both assertions are untrue.

An Elite, "Northern" Perspective

Rich's portrayal of developing countries as beholden to the dictates of donors is condescending and
inappropriate. Developing countries rightly take pride in their accomplishments and so too take

responsibility for their failures. Countries such as India and Thailand receive less than 1% of their gross
domestic product in official development assistance. To assign to this the impact that Rich does is illogical.
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Of course the World Bank plays a significant role in assisting its member governments (its owners) but a

sense of perspective is warranted. For example, the Bank finances about 3% of dams in developing

countries and around 2% of total investment.

The book also exhibits a rich-country environmental criticism when dealing with issues such as energy.

Rich writes from a country where the average citizen consumes 12,000 kilowatt hours of electricity per year,

more than 30 times what the average Indian citizen consumes. Yet Rich opposes additional power

generation, arguing instead that developing countries should make their existing supplies go further. The

World Bank shares his views that every effort must be made to promote energy efficiency (and continues

to make this a high priority), but makes no apology for investing in economically efficient and environ-

mentally sound supply.

Rich's prescriptions for developing countries are in sharp contrast to the expressed desires of the citizens

of those countries. The 2 billion who currently have to use sticks and dung for their energy want access

to electricity. So too the 1 billion without clean water and the 1.7 billion without sanitation want access to

these services. And all aspire to higher living standards and better job opportunities. This helps explain

why the majority of developing country NGOs continually support funding for IDA, while Rich does not.

Current Thinking on Sustainable Development

The book is well removed from current thinking on sustainable development. Mr. Rich regards the

Brundtland Commission Report " as endorsement of business as usual" and the Rio Earth summit (where

178 nations agreed to a program of action) as irrelevant or worse. This view, if not arrogant, misses out

on important new insights on the links between development and the environment. While rightly pointing
out the urgent need for development practitioners to incorporate environmental concerns into policy-

making, the book fails to take note of a new understanding in the environmental community of the

importance of development.

While no one denies there are many lessons to be learned, both cautionary and exemplary, from the way

economic development has been pursued in the past, most serious environmental thinkers would now

recognize that without development is essential if the environment is to be protected. They recognize that

without development (including income and employment growth) there is no chance of protecting natural

habitats in developing countries, and without education and higher income levels, the population in

Africa, for example, will rise seven-fold. They recognize that two-thirds of tropical deforestation is caused

by poverty and can't be stopped without accelerated development and economic growth. This kind of

thinking is now mainstream, and embodied in the phrase "sustainable development." Rich rejects it,

remaining fundamentally "anti-growth," and referring to sustainable development as "an oxymoron."

Rather, he falls back on a pre-Brundtland development versus-the -environment paradigm. This makes

his criticisms easier to sustain but serves neither development not the environment well.

With 1 billion people still living in acute poverty and 1 billion being added to the world's population each

decade, the option of no development is not an option at all. Urgently required are policies and programs

that accelerate human and economic development in a manner that is environmentally sustainable, and

thus reduce the current rate of population growth. The World Bank will continue to do its utmost to

support its member countries in this endeavor. At the same time, we will continue to assess and publicize

our own shortcomings as we seek to improve our effectiveness in the light of experience.
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Setting the Record Straight..

The World Bank's commitment to
environmental protection

If you read Bruce Rich's Mortgaging the Earth and know little about the World Bank you could be led
to believe that it cared nothing about the world's environment or natural resources. Nothing could be
further from the truth. Because of the importance of a clean environment and the strong links between
environmental degradation and poverty, the World Bank and its borrowers have integrated environ-
mental concerns into development programs in four ways:

1. By helping member countries to set environmental priorities, formulate environmental policies and
put in place the institutions -- such as environmental protection agencies -- to regulate and enforce
such policies. The Bank helps borrowers prepare and implement national environmental action plans
(NEAPS). These enable governments to set environmental priorities and propose environmental poli-
cies and investments within their overall development strategy. The Bank itself is the largest financier
of environmental investments, policy reform and institutions in developing countries, lending a record
$2 billion for 23 projects in 1993 alone. Such Bank-financed projects are underway in more than 30
countries. They include projects to clean up pollution, protect natural habitats and biodiversity, inte-
grate land management, and so forth. As well as these specific environmental investments, many
other Bank projects have environmental benefits, too, for example those that improve sanitation and
water supply and protect watersheds. The Bank also undertakes research and advises govenments
on how best they can manage their natural environment.

2. Environmental concerns are taken into account at each stage of a Bank loan's preparation, design
and implementation. The Bank's Environmental Assessment process has positively influenced project
design and in some countries has been responsible for borrowers strengthening their own procedures.
The Bank helps train people from those countries that lack expertise in environmental assessment. Re-
settlement is of special concern. Prompted by the findings of the Morse Commission on Narmada,
and an Operations Evaluation Department Review, a major review of all Bank-financed projects in-
volving resettlement is nearing completion. Recommendations for improving programs and projects
already are being implemented in cases where resettlement problems have been identified.

3. Participants at the Rio Earth Summit recognized the links between reducing poverty and protecting
the environment. The Bank is helping its borrowers recognize and invest in these "win-win" opportu-
nities. It funds projects that both help increase people's living standards while helping protect the en-
vironment. Education is an example of a win-win opportunity. And Bank lending (with special em-
phasis on female education) has expanded to over $2 billion a year; lending for population, health and
nutrition has risen to $1 billion a year; and research on sustainable agriculture has been increased un-
der the auspices of the Consultative Group on International Agricultural Research (CGIAR). Win-win
policies are also being given high priority in adjustment and project loans. For example, governments
are being encouraged to stop subsidizing the excessive use of environmentally sensitive resources
such as energy, pesticides and water, and to improve land and property tenure for poor farmers and
urban squatters. All these measures have strong positive impacts on the environment.

4. As the implementing agency of the Global Environment Facility, the Bank is helping address inter-
national environmental problems such as loss of biodiversity, ozone depletion, climate change, and
protection of international waterways. The Bank is the financing mechanism for the Climate Change
and the Biodiversitv Conventions that were signed at Rio.
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Setting the Record Straight.

Popular Participation in World
Bank-supported Projects

Throughout Mortgaging the Earth, Bruce Rich portrays the World Bank as a secretive institution that does
not take into account the impact on people of the government projects it supports. That is an unfair and
outdated view of how the Bank works today. Despite the fact that the World Bank is only able to lend to
governments, non-governmental organizations and local people have an increasingly active part in the
design and implementation of Bank-financed projects along with others in the development business,
(thirty to forty percent of Bank-supported projects involve NGOs, many in the project design stage). The
Bank has learned that without the participation of local people, many development projects will not be
successful. And yet we - and others in the development business -- are still learning how this can most
effectively be implemented, especially above the village level.

The Bank is committed to incorporating the activities and views of local people into the projects it
finances. It is currently examining projects that stress participation (both Bank-funded and those funded
by other groups) to produce a sourcebook of "Best Practice". The sourcebook will document and describe
projects that include participation and analyze what works best to help staff and governments incorporate
local participation into project design. When the Best Practice Handbook is completed it will be publicly
available.

Two examples illustrate what is now being done:

In Egypt the Bank is helping to reduce poverty with an agriculture loan in the Matruh region. The project
targets the poorest farmers, who are Bedouins. Most people think of Bedouins as nomadic people but that
is no longer the case in this area. UN-FAO volunteers in Egypt, and staff from the Aga Khan Foundation
and Germany's GTZ told Bank staff that during the last decade the Bedouin tribes in this region have
moved to a more sedentary lifestyle, although they still maintain their tribal traditions. They now raise
mostly sheep and goats -- which unfortunately seriously overgraze the sparse vegetation in the area.
Environmental degradation and poor resource management practices are evident throughout the area in
which they live. The farmers knew they most needed the ability to catch and retain rainwater. But there
was clearly also a need to manage the environment better.

The project was developed by a Task Force consisting of people from the local government, local
institutions, and the Bedouin community, using a technique called Participatory Rural Assessment. The
Task Force, working with staff from a consulting firm that had experience in preparing projects in a
participatory way, solicited ideas and views from localhouseholds and farmers. When it became apparent
that only men turned up for meetings, special efforts were made to include women, and as a result
women's contributions to the project has been significant.

Project preparation was thoroughly participatory and empowering. And the project will be imple-
mented through the local community. It has three objectives that aim to help the Bedouin community and
surrounding environment. First, it will provide water through a system of underground cisterns and dikes
and will create new fruit orchards, rangeland, and improve the management of the land. Second, it will
provide research and extension for the farmers, focusing on dry land farming and livestock production
systems. Sub-regional resource centers will be built to bring research, extension, and credit closer to the
local communities. Third, it will provide credit so that small farmers, landless people and rural women
can start small businesses or farms.

Another example is in Chad, a country that values education highly. Chad's education system
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deteriorated during the 1979-82 war and the Government asked for the Bank's support in rehabilitating
schools. The Minister of Education specifically asked the Bank to help prepare the new education project
in a manner that involved local people and responded to their real needs and concerns. Conferences were
held with local people and local non-governmental organizations to discuss options and reach a consensus
on how best to achieve the end results the people wanted. The final project included a number of
components: it built and renovated classrooms, purchased and distributed textbooks and teacher's,
guides, improved teacher training, strengthened primary school management and inspection, developed
and implemented a girls' education program, improved educational practices in individual schools,
strengthened parent associations and strengthened the Ministry of Education. The process brought
stakeholders at all levels together and produced a project plan that was owned by local people, local
schools, donors, and Government alike.
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Setting the Record Straight..

Reforms at the World Bank

Critics of World Bank programs and policies, including Bruce Rich's Mortgaging the Earth, often call for
radical "reform" of the Bank. These critics rarely acknowledge the commitment of Bank management and
shareholders to change and the Bank's efforts to encourage support for further changes by its member
countries. The Bank has, in fact, changed substantially over its nearly 50 years of existence, and that is one
of its greatest strengths. The World Bank not only agrees with many of the general principles of the
proposed reforms but has actually done much to implement them -- often, to be sure, with the
encouragement of the Bank's friends and critics.

Let us look at Rich's five proposals for reform and compare them to recent Bank policy changes:

1. Increased public access to Bank documents. Recent changes are substantial. While the Bank has always
made enormous amounts of material available, there has been much interest in specific project-related
information. A new, much more open policy of information disclosure was agreed to by the Executive
Board in September 1993. A new document is now available -- the Project Information Document,
especially prepared to give early project information to interested parties. Environmental Assessments,
Environmental Data Sheets, National Environmental Action Plans, Staff Appraisal Reports, Summaries of
Evaluation Reports, Country Economic and Sector Reports, and Sector Policy Papers also are now being
made available. These documents are available to the public in the borrowing country through the Bank's
Resident Missions and access throughout the world is facilitated by Internet links to the Bank's Public
Information Center in Washington.

2. An independent appeals commission. The Bank is unique among multilateral organizations in
approving the establishment of an independent Inspection Panel in September 1993. The Panel will
investigate complaints from outside parties that the Bank has failed to follow its own procedures and
policies. While one would not realize it from listening only to the critics or reading Rich's book (which
focuses on a handful of problem projects), most Bank projects do not generate such complaints (the Bank
has made more than 6,300 loans since its inception fifty years ago). The Panel will provide a safety net for

exceptional cases. It will have full access to Bank files and will make publicly available the results of its
investigations.

3. Increased accountability of Bank staff. Rich arrives at this recommendation by setting up the proposition
that "pressure to lend" is the rationale for rewarding staff and that all Bank projects are harmful. This
misrepresents the good that most Bank projects bring about and belittles the efforts of a staff dedicated to

helping the world's poor. The Bank constantly subjects its work to independent evaluations (which are
widely circulated) and improves project performance based on the results of those evaluations and other

reviews. The Bank initiated its own careful review of its lending portfolio under implementation two years
ago and has instituted numerous reforms as a result which will strengthen the most important objective:

getting results on the ground. Staff time allocated to project implementation and supervision will be

increased and staff performance will be judged on their efforts at this stage of project work. If targeting
new loans was a major objective in the minds of many in the past, the Bank's President and Board of
Executive Directors have made clear that that is not the objective; good results is.

4. Rich proposes that the Bank forgive its debt. This subject is dealt with in a separate note in this series.
Where the debt burden is a barrier to development, the Bank has sought ways to help countries through
new loans to middle-income countries participating in Brady-type agreements: for the debt-burdened
low-income countries special programs -- such as the IDA Debt Reduction Facility (to help reduce
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countries' commercial debt), the Fifth Dimension (to help IDA borrowers repay outstanding IBRD debt),
and the Special Program of Assistance (for Sub-Saharan Africa countries) - have been instrumental in
strengthening the economic position of indebted countries.

5. Promotion of democracy, human rights, and social equity as well as economic welfare and ecological
balance. The Bank is not permitted by its Charter to engage in partisan political issues. Yet, clearly, many
of the issues it addresses have major impact on the success of governments and their programs. The Bank

recognizes this, and has done much to strengthen good governance -- sound management, accounability,
transparency and adherence to the rule of law -- through its policy guidance, technical assistance and

lending. While specific political aspects of human rights are beyond the Bank's purview, the Bank's work

on the economic and social aspects of human rights is significant, e.g., through increased emphasis on

education and expanded opportunities for the poor and for women; social equity and economic welfare

is addressed by targeting the poor in projects and by providing funding for safety nets in adjustment

programs. Ecological balance is taken into account in every aspect of the Bank's work from helping
develop National Environmental Action Plans to requiring environmental assessments for new projects
to funding specific projects for protecting and improving the environment. The most significant cause of

environmental degradation in developing countries is poverty -- and a major cause of poverty is
environmental degradation. Rich's analysis which seems to suggest that development leads to a reduction

of democratic values, human rights, social equity, economic welfare, and ecological balance is upside
down. Poverty is a major cause of all of these situations. The World Bank's overarching objective is to

reduce poverty in the developing world.
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Setting the Record Straight...

Energy Efficiency in
developing countries

Bruce Rich, in his Mortgaging the Earth, expresses vigorous objection to World Bank investment in energy
in the developing world. Rich and others with similar views do not acknowledge that the Bank's
investment is for the economically efficient provision and use of electricity supply. By arguing against
investment in energy they perpetuate a cruel hoax: that people in developing countries can make do
without more commercial energy. What such policies imply (though Rich does not state the implications)
is that the developing world will have to make do with dung for cooking and their feet and bicycle
rickshaws for transport. Such insensitivity to the economic plight of millions of people in the developing
world is appalling.

Rich not only attacks the World Bank but most of its member countries. He comes from a country where
the average person uses more than 12,000 kilowatt-hour of electricity a year, and where most homes,
industries, farms, shops, schools, hospitals, clinics and offices are supplied with electricity. The country
is rightly proud of its ability to provide universal and ample service, and the growth of its prosperity in
the present century owes much to the growth of its electricity industry. But in developing countries the
situation is very different:

* 2 billion people - eight times the population of the United States -- have no access to electricity.

* 2 billion people use fuelwood, crop residues and dung to cook their daily meal. This not only leads to
illness and death through smoke inhalationthat causes respiratory illnesses, heart disease, and cancer, but
is damaging to soils and forests. These fuels consume four times the amount of energy needed for cooking
than would modem fuels and appliances.

• inthirtv years, these numbers willrise to 5 billionif energy supplies are not expanded, and in forty years
to 6 billion. Thus, without increased energy, the number of people relying on dung, fuelwood, and crop
residues would equal the entire population of the world today. This is socially and environmentally
unsustainable.

• Rich attacks India, Brazil, and Thailand for wasting energy. Yet, in India, per capita consumption of
electricity averages 360 kWh a year, barely 3 percent of the United States; in Brazil it averages 1500 kWh,
or 13 per cent of the United States; and in Thailand 900 kWh, or 8 percent of the United States. Africa is
spared from Rich's attack but it is worth knowing that per capita consumption of electricity in Africa
averages only one-hundredth of the electricity consumed in the United States.

Rich does not acknowledge the World Bank's record on promoting efficiency in energy production and
use -- work than has gone on since the Bank began operations nearly 50 years ago. Achieving good
commercial pricing policies is central to efficiency. And promotion of these policies is central to World
Bank energy operations. In the 1950's and 1960's the Bank concentrated on good financial rates of return;
in the 1970's and 1980's, this was extended to include marginal cost and peak load pricing (a well-
established principle for raising efficiency in energy production and use); and in the 1990's, thanks to a
combination of technical changes and institutional reforms in the industry, the Bank is looking toward
commercialization and competition to lead the way to price, cost and energy efficiency.

Rich is wrong to claim that the Bank has "refused to .. [promote] end-use efficiency". All Bank energy
operations -- loan commitments totaling $3 billion or more a year -- have been concerned with end-use
efficiencv as well as with supply-side efficiency. Estimates of how much there would be to gain from
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adoption of commercial policies have been widely published -- in the World Development Report of 1992,
in working papers, and in refereed journals; they show that long run demands would be decreased by
about a third. Hence, if the policies the World Bank is supporting are successful, electricity demands will
triple over the next 20-30 years, rather than quadruple. The capacity and energy saved would equal the
entire capacity and electricity produced in the United States today.

Rich's estimates that 50 percent of the growth of demand in "Brazil, India, China, Costa Rica and many
other developing countries" can "be cut" through " state of the art industrial equipment, lighting systems,
air conditioners..." lack credibility, as does the claim that "the cost of such end-use efficiency investments
is often a third or a quarter of the cost of new power plants". It is all part of the cruel hoax. Rich does not
acknowledge that such programs, while allegedly being least cost, require extensive cross subsidies --
through give-awav-$25-light bulb programs and rebates on the tariffs of "participating consumers". If
they are cost effective, why do they require huge subsidies?

Most people in developing countries would surely want state-of-the art air conditioners and refrigera-
tors. But they cannot afford them. If they could, their electricity consumption levels would be very high.
Optimistically (from an efficiency perspective), perhaps one-third of that of the United States today, or
4,000 kw per capita. If this were to be the case, the total installed capacity and output in developing
countries would be (allowing for population growth within the working lifetimes of children in schools
today):

- 35 trillion kWh (000 TWh), as compared with 2.5 trillion kWh today and 3.6 trillion kWh in North
America; and

•9 million MW (9,000 GW), as compared with roughly 0.6 million MW today and 0.9 million MW in
North America.

This assumes big gains in energy efficiency, which we believe are possible given good policies to promote
it. However, the gains will not come from heavy handed interventionism espoused by Rich. Rather they
will come through the good economic and commercial polices that he explicitly rejects. These calculations
also assume good family planning policies and educational programs will bein place and that incomes will
rise -- otherwise, populations will be much higher. (The World Bank is, of course, the largest external
financier of health and education programs in the developing world -- a fact that Rich ignores throughout
his book.)

Can growth in energy demands be reconciled with a better environment? Even if the rest of the world

manages with one-eighth of the amount of per capita consumption of that of the United States, production
and capacity requirements will still be more than 15 trillion kWh and 4 million MW, respectively, six times

today's levels. But denving people electricity and modem fuels is not an option: it would leave them
dependent on dung and wood for fuel, impoverished on an unthinkable scale and would guarantee the
destruction of the remaining forests and woodlands as people search for fuel and for land. And the loss
of crop residues and dung would undermine agricultural productivity and yields. The only sustainable
route, as far as the energy industry is concerned, will be to turn to low-polluting methods of energy
production -- including solar energy, on which there has been much progress recently, and about which
Rich is silent.

The developing world needs energy efficiency, and we believe the Bank's policies will promote it. It is
counterproductive to misrepresent these policies. The developing world also will need the low-polluting
technologies and the environmental policies that promote their use. The Bank will help its borrowers to

pursue these opportunities, too.
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Setting the Record Straight..

The Impact of Adjustment
The view that adjustment programs increase poverty has stubbornly sustained itself despite the evi-

dence. An example of why this is so is the misinformation contained in Bruce Rich's new book Mort-

gaging the Earth. Rich, like others before him, movingly describes the economic hardships that many
poor countries suffered in the 1980s. Unfortunately, he focuses on the search for scapegoats instead of

for solutions to the complex crises of underdevelopment. In Mr. Rich's conspiratorial view of under-
development, anything wrong in a country receiving World Bank loans must be the World Bank's
fault.

The problem with this approach can be illustrated by the story of the little boy riding with his father
on Washington's Beltway after an ice storm. The little boy stared at a succession of minor automobile

pileups caused by the ice storm, each pileup with an ambulance -- lights flashing --standing by in case

of need. "Daddy," he asked somberly, "why do ambulances cause so many accidents?"

Much of Rich's analysis is the equivalent of blaming accidents on ambulances. Countries only come
to the World Bank for structural adjustment loans after a severe crisis has developed. Evaluating the
success of subsequent recovery efforts supported by World Bank and International Monetary Fund
(IMIF) lending requires asking questions such as: (1) what was the state of the country's economy
when adjustment began? (2) what else was happening to the economy as the country adjusted? and

(3) what happened to countries in similar circumstances which did NOT adjust?

Rich has not reflected upon the large body of work undertaken by the World Bank and many inde-

pendent scholars to answer these questions. The consensus of that work is that adjustment, as sup-
ported by World Bank and IMF lending, generally raises an economy's growth over what it would

have been without such adjustment.

The evidence shows that developing countries that undertook intensive adjustment programs with

funding from the World Bank experienced an increase in their average growth rates by 2.5 percent

from 1981-85 to 1986-90. Those that interrupted adjustment programs or did not adjust at all had on

average no change in growth from the dismal growth rates of the early 1980s.

Analysis of Sub-Saharan Africa's experience with adjustment also confirms that countries that did

the most to improve their macroeconomic policies experienced the biggest increase in growth in the

1980s. Countries that undertook more limited adjustment programs and experienced a deterioration

in policies suffered a decline in growth rates. While adjustment did not cure all economic problems --

for example, investment sometimes went down in adjusting countries -- it did help countries to

achieve higher rates of growth than would have been the case in the absence of adjustment.

Rich blames a drop in real wages in Mexico in the 1980s as a consequence of adjustment promoted

by the Bank. In fact, the decline in the real minimum wage in Mexico began in the late 70s - well be-

fore World Bank adjustment lending -- and was then accentuated by the disastrous episode of eco-

nomic mismanagement, that Mexicans call "la crisis," in the early 1980s. Since 1987, Mexican real

wages have increased by 20 percent. Moreover, more severe drops in real wages than experienced in

Mexico occurred in the 1980s in countries that did not undertake adjustment programs, for example,
Peru (-70%) and Nicaragua (-90%).

Similar problems bedevil Rich's analysis of poverty and adjustment. Poverty was tragically wide-

spread in countries in crisis long before they undertook adjustment programs. The key question is
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how much adjustment policies changed the lot of the poor. Because income distribution changes
slowly over time the biggest single factor determining the welfare of the poor was how the economy as
a whole was growing. And we have seen that countries following adjustment policies usually enjoyed
an increase in growth. Conversely, in countries that failed to implement or sustain adjustment pro-
grams, such as Peru and Cote d'Ivoire, the economy declined and the incidence of poverty increased.
In Peru, GDP per capita fell by 20 percent between 1985 and 1990. The average household in Lima ex-
perienced a decline in per capita consumption of 55 percent, and poverty increased from 0.5 percent of
Lima's population in 1985-86 to 17.3 percent in 1990. Cote d'lvoire's economy took a nose-dive after
1987; in 1987 and 1988, the incidence of poverty rose by over 50 percent, and the incidence of extreme

poverty more than doubled.

The evidence does not support Rich's simplistic assessment that "too often [adjustment programs]
resulted in reduced education, health, and environmental protection expenditures." Among Sub-Sa-

haran African countries undertaking adjustment programs -- sustained or not -- median real health

spending in absolute terms increased by about 5 percent between 1980-83 and 1987-89, although edu-

cation spending decreased by a similar amount. And among the countries that made the largest re-

forms in their macroeconomic policies, median health and education expenditures as a share of GDP
remained virtually unchanged. By contrast, the countries that did not undertake comprehensive ad-
justment programs suffered a large decrease in social expenditures.

Rich is also mistaken in his claim that "adjustment did not succeed in launching export-led growth".

Countries in Sub-Saharan Africa that made positive changes in their macroeconomic policies had

strong export performance. Of the 22 countries for which data were available, the four countries with

the greatest improvements in macroeconomic policies between 1981-86 and 1987-91 experienced a me-

dian increase in export growth of almost 8 percent over the same period. Those countries whose

macroeconomic policies showed only modest improvement increased the growth rate of their exports
by only 3 percent. In contrast, exports lost ground in the ten countries with deteriorating
macroeconomic policies, with a median fall in growth of 0.7 percent. Restoring macroeconomic stabil-

ity and reducing exchange rate distortions paid off in higher export growth.

Moreover, the gains in export growth have not been eaten up by higher debt servicing requirements.

Sub-Saharan Africa, the world's poorest region, continues to benefit from high net aggregate transfers

(loan disbursements plus grants less debt service payments), amounting to over 3 percent of GNP in

1992. Total debt service as a share of exports and services has declined over the course of the 1980s,
from a high of 28.2 percent in 1986 to 18.5 percent in 1992. Contrary to the impression that Rich gives,
adjustment programs benefit the borrowing countries, not just their creditors.

Conclusions. A vigorous intellectual exchange on the consequences of adjustment is ongoing. All

who care about the welfare of developing countries should be willing to subject both perceived wis-

dom and new ideas to the rigors of debate. But participating in this debate requires a great deal of te-

dious examination of data and country experience. Rich's rhetoric and insinuations do little to ad-

vance the cause of poverty alleviation and environmental protection.

Ambulances do not cause accidents. But when accidents occur, it is better to have ambulances than

not.
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Setting the Record Straig

Debt, Net Transfers, and
Forgiveness of World Bank Loans
Critics like Bruce Rich in his Mortgaging the Earth argue that the World Bank cannot contribute to de-

velopment if it collects more money from developing countries than it lends; he holds up the fact of
negative net transfers as evidence. But citing aggregate net transfers as evidence oversimplifies the is-
sue and leads to erroneous conclusions. The argument fails to distinguish between the loans of the In-
ternational Development Association (IDA), which are extended at highly concessional rates, and
those of the International Bank for Reconstruction and Development (IBRD) which are at market rates.
It also fails to recognize the consequences of the fact that IBRD is a financial institution.

Rich's arguments focus on the pattern of aggregate net transfers. But these are not a useful measure
of the Bank's role as a development institution. Rich fails to recognize that countries typically go
through a "borrowing cycle", whereby they rely primarily on official concessional flows in the early
stages of development, subsequently start to borrow on commercial terms and are finally able to repay
their earlier obligations from increased earnings. The direction and relative size of net transfers thus
differ depending on where in the "borrowing cycle" an individual borrower (or set of borrowers) hap-
pens to be at a particular time. It is important to distinguish between different groups of countries and
their stage in development, rather than focusing on aggregate net transfers.

The Bank strongly supports efforts to relieve countries of excessive debt burdens since this burden is
a drag on economic and social development. There are valid grounds for debt forgiveness, such as
when a debtor country has suffered severe adverse shocks to its terms of trade and hence its export
earning capacity. The World Bank has supported debt reduction under such scenarios with substan-
tial amounts of its own funds under the Brady Plan and with IDA funding through its debt reduction
facility which bilateral donors cofinance. However, it is crucial that debt reduction and forgiveness
schemes take place within the context of overall reform.

Rich does not acknowledge that the Bank has adopted a conscious strategy to help its poorest coun-
tries, through IDA, establish the foundations for self-sustaining growth through concessional lending
and related advice. IDA is making significant and growing positive net transfers to the poorest devel-
oping countries. It has been able to do so since it provides its credits at zero interest rates over very
long periods of time (30 to 40 years) and thus with a very high grant element. IDA's ability to provide
this funding is solely determined by the donor countries' willingness to provide concessional re-
sources through the replenishment of IDA every three years.

The relatively better-off and creditworthy middle-income developing countries have, in contrast, re-
lied on IBRD as a source of financial capital. IBRD is a market-based financial institution which fi-
nances its loans by issuing bonds and passing on to its developing country borrowers the favorable
terms it receives because of its AAA-rating in the international capital market. The Bank can borrow
on much more favorable terms than the developing countries can. Based on a paid-in capital of about
$10 billion, IBRD has provided a total of about $240 billion in development loans since its existence.
The fact that, as IBRD is maturing as a financial institution, its net transfers to developing countries
have turned negative is not at all surprising. No financial intermediary which operates on commercial
principles and without recourse to concessional funding (i.e., subsidies) from donors can expect to run
positive net transfers to its borrowers all the time unless its capital base can be expanded indefinitely.
This is neither justified -- because some countries will be repaying the Bank as they no longer need to
borrow from it -- nor feasible because the shareholders of the Bank would simply not be willing to fi-
nance unlimited growth of the institution. At the same time, it would not be in the interest of any
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single borrower to continue over protracted periods of time to borrow on commercial terms at a pace
that keeps net transfers at positive levels. This would soon result in unsustainable debt burdens.

The World Bank's role in development becomes much clearer if one considers the impact of cumula-
tive net flows from IBRD to its borrowing countries. Despite the emergence of negative transfers from
IBRD, it increased the amount of debt outstanding and disbursed almost five-fold since 1980 and now
disbursements stand at about $100 billion. This represents a huge financial contribution at a time
when most other financial institutions, especially the commercial banks, pulled back from develop-
ment finance.

An increased financial contribution from the Bank, together with support from bilateral and other
multilateral institutions, have enabled middle-income countries to adjust to the shocks of the 1980's
and to build the foundations for self-sustained growth so they can focus on the key challenges of de-
velopment -- improving their social sectors and the environment. The improved sustainability of
middle-income countries is shown by, among other things, increases in exports from $493 billion in
1986 to $745 billion in 1993 and a resurgence of capital flows, which have increased to this group from
$56 billion in 1986 to $130 billion in 1993.

Of course, the circumstances of individual countries will vary even within this group. For instance,
several countries have arrived at the end of their borrowing cycle and are ready to graduate from
IBRD borrowing to market sources -- net transfers from the Bank will clearly be negative in these cases
-- while several other countries are just at the early stages of their borrowing cycle, such as those of the
former Soviet Union (net transfers will be positive during the foreseeable future in these cases).

Rich proposes that the World Bank forgive part of its own debt. He claims, for example, that debt
service to the World Bank is eating up the earnings of some countries. The example he gives is
Uganda. But Uganda is an IDA borrower, and, as mentioned above, net transfers from the World
Bank to Uganda, and to nearly all sub-Saharan African countries, is strongly positive. In fact,
Uganda's economic reform program, designed to restore stability and set the stage for sustained
growth, has been supported by IDA funding since 1988.

Rich's claim that the World Bank's (that is IBRD's) rating in the bond markets would not be ad-
versely affected by forgiving its own debt is also false. That the Bank's credit rating depends as much
on the Bank's financial performance as on government guarantees is evident from the reports of the
rating agencies and from the below-AAA rating that IBRD had in its early years. The main conse-
quence should the World Bank write off its debt, would be a deterioration of its credit standing in the
financial markets and a consequent increase in the cost of loans for all its borrowers.
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Setting the Record Straight..

The Global Environment Facility

Bruce Rich describes the Global Environment Facility's creation and evolution as exemplifying the way
he believes the Bank does business (top-down, structurally incapable of integrating environmental
concerns into its mainstream activities, and so on). He illustrates what he sees as the inevitably negative
consequences of this modus operandi in two GEF biodiversity projects, in Congo and Kenya. But his
descriptions are inaccurate, misleading and prejudiced by his development philosophy.

Rich describes the creation of the GEF as driven by the Bank's financial complex, its primary goal being
to "sweeten the financial terms of larger Bank loan packages". In fact the GEF was a donor initiative, one
of several such ideas advanced in the late 1980's. At first it was viewed with considerable concern by the
Bank which feared that it would draw resources away from the Bank's mainstream activities, in particular
those of the International Development Agency (IDA) which lends to the poorest countries onconcessional
terms.

The GEF proposal was not drawn up in secret, as Rich suggests. On the contrary, there was an
unprecedented level of interaction between the Bank, which was commissioned by the Development
Committee in the fall of 1989 with elaborating and operationalizing the original French proposal, and the
24 countries that met at regular intervals between September 1989 and November 1990 when the scheme
for the Pilot Phase was adopted.

In a world that normally faults international bureaucracies for sloth, it is surprising that Rich criticizes
the Bank in this instance for its speed in putting the GEF together. Rich further complains that the U.S.
Congress and other legislatures did not participate in the design of the GEF. But this is not how inter-
governmental negotiations work. States are represented by delegations which must seek validation of any
commitments they make from national authorities.

It is inaccurate to suggest that government delegations were not well-informed during the GEF
negotiations. On the contrary, extensive documentation was provided as the concept of the GEF evolved.

Rich does, nonetheless, put his finger on one of the complications of international negotiations on the
environment: Because the environment cuts across so many areas, larger governmental delegations
typically consist of representatives from several ministries, and ensuring consistency and coordination
within governments is often as challenging as forging consensus among them. This fact of life cannot,
however, be laid at the door of the Bank which Rich says forced the pace of the GEF negotiations beyond
governments' ability to keep up.

The GEF agreement of November 1990 was not a definitive blueprint foisted upon unsuspecting and ill-
informed governments. Rather, the explicit intention of governments was to establish an experimental
Facility (initially for a limited duration) to see how developing countries could most effectively be
supported in their attempts to protect the global environment. From the beginning, the aim of
governments and the implementing agencies, which include the United Nations Development Programme
(UNDP) and the United Nations Environment Programme (UNEP) in addition to the World Bank, was to
evaluate the experience of a three-year Pilot Phase and to use the findings in restructuring the arrangement
if it was to be prolonged. This evaluation was undertaken in 1993 and its findings have helped shape
arrangements for GEF II

The Bank did not subvert the creation of a new "green fund", as Rich suggests. The idea of the GEF was

March 1994 Number 8 World Bank External Affairs Department



never to provide an alternate institutional focus for the increasing emphasis placed on sustainability by
all development agencies. Rather, it was designed to provide "new and additional" grants to cover the
extra cost involved in going beyond the protection of the local and national environment (which is
considered a national priority to be factored into all development planning), and extending protection to
the global environment.

In many instances, the best way to leverage these global benefits is by modifying the design of projects
that would otherwise go ahead without taking account of the global environmental dimension. Hence, the
link between GEF projects and many regular World Bank (and, in future, other institutions') loans. This
is not a "sweetener" or a negation of environmental responsibility, but a pragmatic way of helping
developing countries that would not otherwise be willing, or able, to pay for the incremental costs of global
environmental benefits. The aim of the GEF is not necessarily to fund more projects, but to add to their
sustainability.

Rich has his story back-to-front when he asserts that the Bank tried to incorporate the Brazilian Rain
Forest Fund - initiated by the Group of Seven - into the GEF. In reality, the donors wanted to create an
account for this purpose in GEF. The Bank and the other GEF implementing agencies resisted this proposal
because it would have run counter to the Facility's focus on problems rather than places. The fact that
donors ended up contributing only a tiny fraction of the $250 million originally envisaged for the rain forest
fund is interpreted by many observers as the result of their failure to fuse the two initiatives.

The two GEF projects Rich describes as examples of the Bank's damaging stewardship of GEF resources
are seriously misrepresented.

He advances the Environmental Defence Fund's (EDF) standard criticism of the GEF Congo Wildlands
Protection Project. This project was examined in detail at a special consultation in Washington, D.C., in
April 1992. EDF's critique - that the GEF grant was bound up in a Bank loan designed to hasten the
destruction of Congo's remaining rain forest - was comprehensively rebuffed by Mike Fay, the represen-
tative of Wildlife Conservation International who is responsible for implementing the project on the
ground. His eleven-year residency in the project area was in sharp contrast to the field experience of the
EDF staffer who critiqued the project. She had been to the Congo but, it emerged, had never visited the
project site.

It became clear at the Washington meeting, and in the documentation made available to all participants
(which included every shred of material ever produced about the project), that the Bank project for natural
resource management to which the GEF grant was originally linked would not have supported logging
activities in protected areas or encouraged any increase in logging or log exports from those areas, as Rich
asserts. The fact that the GEF project went ahead without the Bank loan, which was dropped because of
Congo's non-accrual status, disproves Rich's suggestion that the GEF grant was bait to "jump start" the
larger scheme.

The road to be built as part of the project - along which Rich envisions some massive migratory
movement - is in fact a short, narrow track to allow project staff access to one corner of the project area.

Rich describes the Congo project as a "startling example of the Bank's negative environmental alchemy".
The evidence suggests, rather, that it is an example of EDF's finesse at ignoring what is happening on the
ground if this does not support its position.

The description of the GEF biodiversity project in Kenya is similarly misrepresented. There is no forcible
resettlement of the local human population, as Rich suggests, in an area along the Tana River where the
GEF project aims to protect endangered primate species. The proposed project could provide funds for
people now living inside the Tana River Primate National Reserve if they choose to resettle and request
assistance in doing so. Contrary to Rich's assertion, the Tana River project is not linked to a new Bank
agriculture loan.

In his comments on these projects, and the GEF process generally, Rich criticizes the Bank for the
insufficiency of the information it provides. He also rejects the usefulness of the frequent consultations
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organized by the GEF as "one-sidedaffairswhere groups [are infonnedof decisions taken behindclosed doors ".

It would seem that Rich is unaware of - or chooses to ignore - many of the innovations in information-
sharing and consultation with affected groups and international NGOs that have been introduced by the
Bank and the other GEF implementing agencies. Indeed, many in the NGO community - as well as
government - have come to see the GEF as a model in both the role NGOs have been accorded in project-
specific activities and their inclusion to an unprecedented degree in consultations related to the GEF's
overall policy and the operational practices of its implementing agencies.

And such changes will be built upon; a November 1993 report to governments suggests a more
systematic approach to NGO involvement and consultation be one of the guiding principles in the next
phase of the GEE. Their contribution will also be sought in monitoring the GEF portfolio as it matures.

Meanwhile, the entry into force of the new global environmental conventions signed at UNCED will
provide the kind of guidance and local perspective that will help make GEF activities more effective in
curbing damage to the global environment in the future.

March 1994 Number 8 World Bank Externa Affairs Department



Setting the Record Straight...

The World Bank's efforts to
preserve the forests

Mr Rich's observations in his commentary on "Saving the Forests" cease in mid-1991. But much has

happened since that time.

Rich criticizes the World Bank for having been closely involved in the design of the flawed Tropical
Forestry Action Plans (TFAP) process, although he observes that the Bank subsequently distanced it-

self. What he does not say is that the Bank distanced itself because the program did not meet its sus-

tainable development objectives. While the intentions of the TFAP process were impeccable, they
proved to be unattainable. A description can be found in a paper by Robert Winterbottom of the
World Resources Institute ("Taking Stock: the TFAP after five years," June 1990). Problems arose be-

cause the process in participating countries was taken over by forestry departments and forestry pro-
fessionals. Beguiled by the prospects of greatly increased investment in public-sector managed activi-

ties, they concentrated on identifying new investments rather than analyzing the underlying causes of
deforestation, and the policy and institutional changes that would be required prior to undertaking
new investments.

The old adage "more haste, less speed" also came into play. Forestry departments and professionals

eagerly set about preparing their TFAPs but, in their haste, they cut short consultations with interested

parties and in some cases did not hold them at all.

However, to put the record straight it is important to know there are recent examples of well-pre-
pared Tropical Forest Action Plans. These - Ethiopia, with Bank participation, and Chile, with no

Bank participation -- show that a proper consultative process can take place, but it takes years rather

than the 18 months posited in the initial proposal.

Rich gets a number of facts wrong. He states for example that "by 1990, twenty-one nations had

completed forestry sector reviews under the aegis of the TFAP, with the World Bank as the leader or a

major participant in eight." In fact, by June 1993 eighty-three TFAP exercises had been completed or

initiated. The World Bank has been involved in nine. The World Bank was not involved in the

Cameroon TFAP which Rich criticizes and was involved in only one (Ghana) of the nine that were in-

cluded in the World Rainforest Movement critique.

Rich cites two projects which purportedly illustrate the Bank's shortcomings in forest management.
The first, in Guinea, illustrates the difficult trade-offs that have to be made in trying to protect the envi-

ronment. The challenge is how to do "good" when the best is unattainable. The project never was in-

tended, and never has, led to logging. The 75 km of roads to be built in and around the forests are to

facilitate protection, sylviculture and management. In fact, 75 km of roads over 150,000 hectares of for-

est amount to 0.5 meter of road per hectare, an intensity at least 20 times below what would be re-

quired for logging in comparable conditions. The project management has recently made clear its po-
sition regarding commercial logging by drawing the government's attention to the need for immediate

suspension of the only logging concession near the Dieke forest.

The Cote d'Ivoire forest project was not "in flagrant contradiction of Bank policy" as Rich describes,

since the proposed resettlement was to be voluntary, not involuntarv. The public institution that man-
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ages the publicly owned forests which were to better managed under the project (Societe de
Developpement des Forets (SODEFOR) has been substantially strengthened under the project. It is
currently managing the forests in a more environmentally conscientious manner, and is preparing re-
settlement plans for priority forests. The Bank has helped with this task by funding an independent
resettlement specialist to design the plans, the guiding principle of which is to encourage voluntary
resettlement through an incentive scheme which will provide those who move with tenured land lo-
cated outside the forest. In this way, the forests have some chance of being preserved into the future,
averting the history of destruction by farmer migrants and logging companies.

Not only does the project not finance logging, it has led to a suspension of all logging in the
country's gazetted (public) forest area (about 2.4 million hectares).In fact, after three years of imple-
mentation, the project has achieved considerable progress in meeting its objective of promoting the
conservation and sustainable management of Cote d'lvoire's remaining tropical moist forests. It also
included an innovative institutional mechanism, the Farmers-Forests Commissions that ensures par-
ticipation of local people in the design of sustainable forest management plans.

Rich credits the internal debate over these two contentious projects as giving rise to the preparation
of a new, ecologically more focused policy on forests. The new forest policy was adopted in July 1991
and published in the policy paper series in September 1991. It provides the framework within which
analytic work and program design have since been undertaken. A key feature of such work is to focus
on the forest -- with all its users and products -- rather than forestry, and thereby to consider all the

policies and institutions that may have a bearing on forest management.

The Bank is constantly evaluating its work and the work of its borrowers in an effort to improve
project outcomes. As part of this evaluation, a study of the first three years of implementation of the
forest policy is presently being prepared by the Bank's multidisciplinary Central Forestry Team. They
are consulting with many governmental and non-governmental organizations which are being invited
to critique the Bank's work as well as to make known their own successes and disappointments in for-
est management in order to enrich the empirical basis for improving project design.

The issue of protecting forests shows Rich to be incongruent in his views. The people in Guinea and
Cote d'Ivoire who designed and implemented the projects are those who are concerned with preserv-
ing the environment. They include people in the forestry service, the park service, and people essen-
tially interested in conservation and sustainable management. The opponents in the countries are pri-
vate logging companies, those officials who obtain substantial rents from the logging companies, the
elite who profit from distribution of protected land to themselves, and a few officials who genuinely
do not see the benefits of conservation and sustainable management. Bruce Rich and the more radical
environmental NGOs have effectively allied themselves with the latter group by contesting every ef-
fort to improve management of forest and park land by Government and donors.

An anecdote is illustrative. In November 1990 the Bank, the African Development Bank and the In-
ternational Union for the Conservation of Nature (IUCN) jointly sponsored a conference to discuss the
outlook for the West African Forest, in Abidjan, Cote d'Ivoire. The several African NGOs, the repre-
sentatives of the West African forest and park services, the Western NGOs with projects on the
ground, and the Bank were talking the same language. They were looking for ways to facilitate forest

protection through sustainable management. The NGOs more involved with lobbying efforts, such as

Rich's Environmental Defense Fund, Friends of the Earth, and Greenpeace, were isolated from the
above groups in their consistent denunciation of all such efforts by donors and governments. The

other denunciation came from the few representatives of the logging companies who were worried
that the types of suggestions being put forward would reduce their profitability. The net effect: the

loggers and the radical environmentalists were on the same side. Both opposed the interventions sug-
gested to save the forests, although for different reasons.
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Setting the Record Straight...

World Bank lending for Agriculture

The section in Mr. Rich's Mortgaging the Earth that discusses the World Bank's support of the agri-
culture sector is a good example of his habit of selectivity in quoting selective sources to make his case.
He cites studies on the impact of the "green revolution" to back his allegation that the Bank has been
misguided in its support of agricultural investments promoting and enhancing the spread of the new
technology, and that its lending to the sector has increased poverty. But Rich's reliance on dated stud-
ies to conveniently make his case is evident. For example, he cites studies by Griffin (1974) and Hewitt
de Alcantara (1976) yet ignores the rich body of evidence accumulated during the 1980's and early
1990's which does not support his case.

A 1985 study by Ahluwalia, for example, convincingly documents the decline in rural poverty in In-
dia throughout the 1970's -- the peak years of the Green Revolution. Blyn's (1983) study of the green
revolution in Punjab also supports that case. It concluded that small farmers' income increased rela-
tively faster than did that of large farmers, and that employment increased without depressing real
wages, resulting in benefits for landless farmers. Subsequent work by Hazell and Ramasamy (1991) in
South India showed that although large farmers adopted Green Revolution technology earlier, smaller
farmers had largely "caught up" (partly in response to enhanced information provided by research
and extension) within a decade. The study shows small farmers incomes increased as did those of ag-
ricultural laborers. Other studies, Bell, Hazell, and Slade (1982), have shown that income gains arising
from the green revolution have had strong multiplier effects on the broader rural economy.

The reliance on outdated information also affects Rich's discussion of the World Bank's efforts to
promote the Training and Visit (T&V) extension system in India. Rich cites a study by Moore (1984),
which reflects impressions - not quantified data - from the early years of the T&V experience in In-
dia in support of his arguments against the T&V system. Yet, he ignores subsequent studies and
analyses, based on empirical investigationsL. that show the flaws in his own arguments. These studies
have documented increased presence of extension, improved agent-farmer interaction, and a signifi-
cant ability and willingness to adapt the operational principles of the system to local circumstances.
For example, using contact farmers as the key link between extension agents and the farming commu-
nity was modified to make greater use of group methods, and the frequency of meetings adjusted to
seasonal requirements. The coverage of farming activities was expanded to include both major and
minor crops, and, in some areas, animal husbandry. Comparisons with alternative extension systems
have shown advantages to the T&V approach in terms of information dissemination and interaction
with farmers.

While there are several weaknesses in the agricultural extension system in India (Macklin 1992), they
are certainly not such to warrant the blanket condemnation set out by Mr. Rich in his badly researched
analysis.

1. Feder and Slade (1986), Feder, Lau, and Slade (1987), Macklin (1992), Bindlish and Evenson (1993).
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Setting the Record Straight..

The Pak Mun Power Project
in Thailand

Bruce Rich paints an entirely one-sided and misleading picture of the Thai Goverment, EGAT (the
Thai electricity authority) and the Pak Mun power project in his book Mortgaging the Earth. The narra-
tive misrepresents the history of consultation, the quality of the environmental assessment and the
generosity of the resettlement plan. It treats unsubstantiated criticism as fact and conveniently ignores
material which challenges this distorted view. It underestimates the intelligence of its audience by
suggesting that Thailand could meet its annual 10 percent increase in demand for electricity by "con-
servation and end-use efficiency". If such simple and cheap alternatives were available, the Bank and
the Thai Government (and every other government in the developing world) would be seizing them.

In reality, Pak Mun symbolized the difficult trade-offs which are involved in development -- be-
tween those affected and those who will benefit, between the local environment and the wider com-
munity, between using hydropower or non-renewable energy. The fundamental flaw in Rich's sim-
plistic commentary on Pak Mun is that he poses a false choice. Development without trade-offs is an
illusion. While he has the luxury of advocating ideologically pure but practically unworkable solu-
tions, the countries confronted with real problems do not.

Contrary to the impression given in Rich's book, EGAT and the Thai Government have dealt directly
with the people affected by Pak Mun. The long record of consultations includes face-to-face meetings,
group meetings and briefings, distribution of information booklets and wide dissemination of informa-
tion through the local media. Between September 1988 and June 1990, EGAT convened or was in-
volved in more than 20 consultative meetings and briefings with affected people. In addition, 20,000
copies of the publication "Pak Mun Project", detailing in Thai the resettlement plans and compensa-
tion rates have been issued. It is unfortunate that efforts to consult with NGOs have been blocked by
an NGO refusal to sit at the same table with the representative of Government and EGAT.

The Bank's resettlement policy was fully implemented in Pak Mun. The 989 families affected by the
project can choose where to resettle and what to do with their resettlement money. Some have chosen
to resettle near their former home sites, but on higher ground. Others have opted for the Sirindhorn
resettlement area, where soils are as good as at Pak Mun and a full range of basic services (from irriga-
tion to electricity, paved roads and schools) will be provided. The price being paid in compensation
was seven times the prevailing rate and even now it is 20-30 percent above the market value. And, ev-
eryone affected by the project will now have formal legal title to their land. Before, 80 percent held no
title.

Rich's propensity for skewing the evidence is illustrated in his citing of one academic, Dr. Rainboth,
who has criticized the project for its impact on fish. The project has recently been reviewed at its mid-
term point by a highly specialized and respected team, including Dr. Jasper Dwyer (Ph.D., Oceanogra-
phy, Aquatic Biology) and Dr. Santasiri Sornami (Professor, Faculty of Tropical Medicine, Mahidol
University, and who also helped appraise the project). Their careful review found nothing which
would support Dr. Rainboth's claims that the dam -- made up of gates which open fully to allow al-
most unimpeded passage of the river -- will cause any damage to fish stocks. Nor is there any evi-
dence to back up Rich's claim that the project would increase the spread of parasitic diseases, such as
schistosomiasis. Such diseases could become more prevalent if the project created a reservoir, but it
does not.
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The dam level at Pak Mun will rise and fall, and at its peak it will submerge 60 square kilometers,
almost all of which is regularly flooded by seasonal rises in the river level.

To ensure that the project does not have harmful side-effects, the Government has established a spe-
cial committee to review and monitor the dam -- particularly its resettlement and environmental as-
pects -- before and after completion.

Rich's argument that conservation and end-use efficiency are alternatives to meeting Thailand's
growing demand for electricity are totally unrealistic. Though the Global Environment Facility is in-
volved in a demand management project with EGAT, any gains from this are likely to be realized only
in the late 1990s and will account for less than 2 percent of electricity demand. World Bank estimates
suggest that Thailand's electricity demand will increase about 10 percent a year until 2000, demanding
more than 1000 megawatts of new electricity production capacity each year. The Pak Mun Hy-
dropower Project is a small component of this, providing a capacity of 136 megawatts. The real alter-
native to Pak Mun would have been turbines using light oil. These are costlier and less environmen-
tally friendly.

The assertion that the Bank "undermined the already weak representative institutions" in Thailand
is a complete misrepresentation of the facts. The debate in the Thai Government over Pak Mun, the
effectiveness of local representatives in handling compensation, environmental and resettlement is-
sues, and the responsiveness of EGAT and the Government to local concerns puts the lie to Rich's
claim. The Bank is satisfied that the Pak Mun project is being implemented properly, and that difficult
issues regarding effects on local people and the environment have been handled in a manner consis-
tent with the Bank's strict 1980 resettlement policy which even Rich says "...is an equitable one".
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Setting the Record Straight...

The Transmigration Program
in Indonesia

The World Bank has provided about $500 million to support five transmigration and two Swamp
Reclamation projects in Indonesia since 1976. As with all resettlement, these have been complex and
difficult activities, and the results have been mixed. It is important to note, though, that despite its
many problems, there is a positive side to the transmigration program.

Transmigration has made an important contribution in helping the Government manage the
economy and reduce the number of poor -- Indonesia's record in reducing poverty is unmatched by
other large countries at its income level. And, Transmigration provided options for many poor fami-
lies at a time when they would otherwise be landless and trapped in poverty. Of the settlers surveyed
between four and nine vears after the first three Bank projects were completed, between 83 percent
and 95 percent said they were satisfied with their situation. Moreover, in most cases, family incomes
are higher than expected, although a much higher proportion comes from non-farm income than was
planned.

While contributing to less than 10 percent of total program cost, Bank-assisted projects have led to
improvements in the transmigration programs. These have been particularly important in improving
site screening and evaluation, program management, farming systems, procedures for safeguarding
the environment, and support services for the settlers.

One example is the support given for site selection, which began under Transmigration II, when the
difficulty in finding suitable sites became apparent, and which continued under Transmigration III
and V. The Bank supplied considerable resources to this effort, and the positive results for site selec-
tion and planning go far beyond the transmigration program itself by: (i) giving Indonesia its first
country-wide resource/land use/ development potential maps collating large quantities of information
from many departments; (ii) giving criteria for site rejection based on environmental and social consid-
erations (a large number of sites were subsequently rejected based on the maps), and; (iii) developing
policies to take into account the needs of indigenous people in Irian Jaya.

While Rich is correct that there have been some negative environmental and social impacts, he
grossly exaggerates, the significant positive impacts described above have also resulted. He is cer-
tainly inaccurate in stating that the program's cost of $7,000 per family could have kept a household
above the poverty line for thirteen years. In per capita terms it could do so for perhaps three years on
average. But after the three years people would have no sustainable means of making a living and no
access to land. The purpose of development is to allow people the opportunity to sustain and improve
their living standards, not to provide hand-outs that when gone leave the poor as impoverished as be-
fore.
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Setting the Record Straight..

POLONOROESTE, Rondonia and
Mato Grosso Natural Resources

Management Projects, and
the Carajas Project

Bruce Rich reiterates many of the criticisms of these projects which have been published over the
past decade; the Bank agrees with some of these criticisms. However, given the apparent research ef-
fort that has gone into Mortgaging the Earth, it is disappointing that Mr. Rich has systematically ig-
nored the political, social, and institutional realities present in Brazil during the time the projects were
being implemented. He has also neglected to present substantial, readily available information re-
garding successes achieved under these projects. Thus, the entire presentation is unbalanced.

While this response does not seek to offer a fully comprehensive evaluation of the projects, readers
deserve a more factual and balanced analysis that incorporates a discussion of the realities, successes,
and Bank actions.

While it is difficult to recognize from Rich's discussion, there were some sound reasons for supporting
POLONOROESTE.

In the early 1970s, as land became increasingly scarce in the more traditional areas of Southern Brazil
and prolonged droughts struck the Northeast, the trickle of migrants to Rondonia reached uncontrol-
lable proportions. By 1977, the National Institute for Colonization and Agrarian Reform (INCRA) had
settled about 28,000 families in Rondonia. At least 30,000 others had joined the marginal population in
the newly created urban areas waiting for land. Still others became sharecroppers on the land of estab-
lished colonists or staked out claims on the fringes of official projects, on Indian reservations, and in
forest reserves. By the late 1970s, the situation in Rondonia worsened and an ever-increasing number
of migrants from other parts of Brazil, together with budgetary constraints, nearly paralyzed INCRA.
The Brazilian Government's response to the growing socio-economic problems caused by this acceler-
ating migration was to launch the POLONOROESTE program in 1980 with financial support from the
Bank. The important point here is that POLONOROESTE did not set in motion the destructive trends
which have resulted in massive deforestation in Rondonia. Rather, these trends were well underway
and the program tried to deal with the pressing socio-economic problems caused by rising spontane-
ous migration to the region.

After the 1984 mid-term review of POLONOROESTE, it became clear that assumptions under which
the program was planned were significantly different from the realities under implementation. Spe-
cifically: the counterpart funds that the Government was to provide dried up because of Brazil's diffi-
cult fiscal situation; investment credit needed to establish perennial crops virtually disappeared; man-
agement was overly centralized; the integration of participating agencies was ineffective; and an even

higher migration of settlers than expected resulted in unchecked deforestation and continued en-
croachment into unsuitable areas where soil fertility was marginal. Perhaps most important, though,
was the continuation of a public policy framework inconsistent with sustainable development of the

Amazon region, which obviously hindered effective implementation of the program. This included

land registration and titling procedures which actively encouraged forest clearing, special fiscal incen-
tives and subsidized credit lines which encouraged unsustainable livestock development, weak insti-

tutional capability of key Federal and State implementing agencies, and inadequate technical and fi-
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nancial support for smailholders to establish perennial crops and adopt sound environmental tech-
niques. All of these played a major role in the deforestation process.

The Bank devoted an inordinate amount of resources to supervise POLONOROESTE implementa-
tion, and the staff involved with the program (including several highly qualified environmentalists,
anthropologists, and social scientists) were continually concerned with preventing destructive defores-
tation and harmful impacts on indigenous populations. But the Bank, in spite of suspending disburse-
ments during 1985, did not have at its disposal the means to coerce the Borrower into vigorously and
speedily rectifying all of the problems.

While POLONOROESTE suffered from these well-publicized weaknesses, they have frequently
masked some of the program's significant accomplishments on the institutional, technical, and envi-
ronmental front. Many of these are now beginning to bear fruit and in future years they will play a
critical role in helping to preserve the Amazon Region's valuable natural resource base.

When POLONOROESTE was launched, Rondonia was still a Federal Territory, converting to State-
hood only in late 1981. Consequently, the new state's institutional base was quite weak. Through
POLONOROESTE, key institutions such as a state agriculture research and extension service, a state
forestry institute and forest military police, a state secretariat for the environment, and a state land in-
stitute were created or strengthened. Many of POLONOROESTE's physical targets were met, includ-
ing some of the more difficult activities like protecting and assisting Amerindian communities. Con-
trary to the perceptions quoted by Rich, more than 10,000 Amerindians benefitted from the program,
and 90% of all of Rondonia's Indian lands identified by FUNAI were demarcated (over 10 million ha),
and more than 2 million ha of conservation units and forest reserves were established.
POLONOROESTE laid the groundwork for major advances in technical know-how. In 1991, for ex-
ample, Rondonia passed a State law to establish agro-ecological zoning for development planning.
The zoning identifies areas according to their potential land use, distinguishing those capable of sus-
tainable development from those without any known long-term potential or which have special eco-
logical (biological reserves) or social (Amerindian lands) significance and therefore need to be pro-
tected.

Finally, the Bank's efforts to help Brazil resolve its most pressing environmental and developmental
problems are not coincidentally related to Brazil's growing political awareness and commitment to
confront environmental issues. That commitment includes a new national Constitution with one of
the world's most advanced chapters on the environment, reversal of policies inconsistent with sustain-
able development in the Amazon, creation of a new Ministry of the Environment and the Legal Ama-
zon, to mention a few.Rondonia and Mato Grosso Natural Resource Management Projects

Mr. Rich's description of the Rondonia and Mato Grosso Natural Resource Management Projects
does not reflect careful research. He asserts that in preparation, appraisal, and initial implementation
of these projects, the Bank has failed to: (a) involve NGOs and local groups, (b) resolve key environ-
mental and indigenous issues, (c) rectify and learn from previous mistakes, and (d) rectify flagrant
abuses before moving ahead with project implementation. These assertions do not reflect the facts.

During project design, great emphasis was laid on taking into account the lessons learned from
POLONOROESTE. Agro-ecological zoning was used as a starting point for project design. Agree-
ments were reached with the Federal and State Governments to change the policy and regulatory
framework which has influenced the process of environmental degradation, and to modify public in-
vestment programs in accordance with the zoning recommendations. Another of POLONOROESTE's
lessons was that project interventions should go beyond limited areas of the state and address popula-
tion movements and general state occupation patterns. Consequently, statewide perspectives were
adopted with specific project interventions geared to the kinds of land use and environmental protec-
tion activities identified through agro-ecological zoning. The need for decentralized decision-making,
rapid feedback and greater dialogue with, and responsiveness to, project beneficiaries was recognized
during preparation. These needs were built into the project with appropriate organization and man-
agement arrangements, including: decentralizing project execution from the federal to state govern-
ment; relying on contracting out project works rather than implementation by public agencies; exten-
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sive training, technical assistance and consulting services; monitoring and evaluation systems; and

participation of non-governmental organizations. The projects include a range of interventions essen-
tial to avoid natural resource degradation and to enhance environmental protection in the Amazon.

They include providing credit to help farmers make the transition from slash and burn to more sus-

tainable agriculture techniques that are consistent with environmental preservation. Finally, Govern-

ment assurances that no public or social infrastructure would be implemented in areas without sus-

tainable development potential will help to ensure compliance with the projects' environmental objec-
tives.

The projects were declared effective in January, 1993, and disbursements began in June. Before June,
progress already was made in establishing administrative structures (which included NGOs' participa-
tion in the Projects' Administrative Councils and the sectoral commissions that approve all project in-

vestments) and in conducting key environmental protection activities.

Bank staff visited the States towards the end of summer, 1993, to help move the projects forward and

resolve any difficulties, particularly those related to environmental and Amerindian protection.

Agreements were reached with the Federal Government to ensure that INCRA's policies and activities

in the States are consistent with the agro-ecological zoning recommendations, and to start zoning ac-
tivities. Agreements were also reached to advance implementation of environmental and Amerindian

protection and management activities such as socio-economic studies, demarcation of conservation

units and Amerindian reserves and to ensure that the implementation of economically productive ac-

tivities proceed in parallel with them. Follow-up after the mission found that these agreements are be-

ing implemented. Significant progress has also been made in completing the international bidding
process for the zoning and bidding and contracting for socio-economic studies and demarcation of

conservation units. Cooperation on land issues between INCRA and the States is progressing, and the

flow of funds and decentralization of implementation authority has improved. The 1994 Annual Op-
erating Plans for the projects are designed to further accelerate environmental and Amerindian protec-

tion activities.

An Independent Evaluating Committee (IEC), which includes participation of local, national and in-

ternational NGOs, has been established. The IEC's findings, along with the Supervision Mission's re-

port, will soon be presented in a Project Progress Report to the Bank's Board of Executive Directors.

While these projects have experienced some delays in implementation and are not devoid of prob-
lems, they are certainly not the environmental "farces" Rich alleges them to be. Rather, they are well-

designed projects to which the respective States are firmly committed. The Bank will provide the close

supervision and support necessary to ensure success. A Field Representative in Mato Grosso is help-
ing both the States and the Bank in project implementation.

Caraias Iron Ore Project

The Carajas project's downfalls have been well documented, and Rich draws on much of what has

previously been said. But, as with his analysis of POLONOROESTE, he fails to acknowledge the posi-
tive aspects of the project, or fairly apportion blame for the difficulties faced.

The multi-billion dollar Carajas iron ore project, for which the World Bank provided a loan of $304

million in 1982, developed massive iron ore reserves in the Carajas highlands of Brazil, some 550 kilo-

meters south of Belem. It was completed on time, achieved projected iron ore output, and addressed

environmental issues successfully within the project area. However, the Bank and the Companhia

Vale do Rio Doce (CVRD), the state-owned company managing the project, failed to anticipate the con-

tribution of this project to the degradation of the physical environment and human conditions in the

project's indirect area of influence, due to strong migrant inflows. Notwithstanding this failure, it is

difficult to isolate the share of CVRD responsibility and that of other unrelated programs (the Belem-

Brasilia and Belem-Sao Luis highways, the Tucuri dam, the COLONE colonization scheme in

Maranhao, and the Serra Pelada garimpo).
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CVRD contracted FUNAI (the Brazilian agency for Indian affairs) to implement the

Amerindian component of the project, most of which fell outside the project area. Initially
faced with difficulties due to FUNAI institutional problems, CVRD was able to re-direct the

component towards health and land issues. This involved demarcating lands to protect 14,000
Amerindians in an extensive area around the project area and in improving living standards

through education and health services. As a result, demarcation of all Amerindian lands is now

nearing completion. There has been a significant increase in birth rates and parallel decreases

in mortality and morbidity among most Amerindian communities in the area.

There was some concern that the charcoal needed for the pig iron plants established under the

project would be produced by felling rainforest trees. The problem is currently confined to six

of these plants and, with the removal of tax incentives, there is very little chance of any new
smelters being established. So far negligible additional deforestation has taken place because

most of the charcoal is being obtained from sawmill and agricultural crop residues. The pig
iron plants indirectly contribute to deforestation by adding some value to by products of defor-

estation used for otlher purposes (e.g., logging for sawmills, agriculture, or livestock). But

CVRD is committed to compliance of environmental obligations by suppliers of iron ore and

port and rail services. In 1993, it announced it would condition these supplies on compliance

with environmental regulations, especially on the obligation to implement reforestation or for-

est management plans which are required by law and sanctioned by the relevant environmental

authorities. If default is confirmed by these authorities, supplies will be suspended. CVRD has

already signed agreements with all pig iron producers in the Carajas corridor to this effect.

The Carajas project achieved its stated objectives and it addressed the environmental issues

which were identified at the time of project appraisal. Appropriate steps are still being taken to

address the indirect negative impacts which were not foreseen. The Bank recognizes and is act-

ing upon the need to take into account in future project preparation the consequences its

projects might have outside the immediate project zone.
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OFFICE MEMORANDUM
DATE: March 1, 1994

TO: Mr. Alexande Shakow, Director, EXT

PR0M:t Heinz Vergin Director, SA2

f!TENSION: 80332

BURET: INDIA - Resoonae to "Mortaqsinq the Earth"

1. Further to your February 16 memorandum on the above subject, my
February 23, response and your communications with Richard Cambridge, I am
attaching a series of brief notes which should meet fully your request.
The notes cover Mr. Rich's statements and references to the Gujarat Medium
Irrigation II, Sardar Sarovar Dam and Power, Upper Krishna, Subernarmkha
Irrigation, and National Thermal Power Corporation (NTPC) PoWer Generation
projects. Reference has also been made to the Singrauli Region.

2. The following notes are provided:

Cujarat MediumIrrgationII

- Question and Answer format note in response to direct quotes in
Rich's Book

- Note on project with emphasis on R&R

Sardar Sarovar

- Note on project with emphasis on RER as well as most recent
information received from 00! on the closing of sluice gates

UnnertKrishna

- Question and Answer format note in response to direct quotes in
Rich's book.

- Note on project with emphasis on Resettlement and Rehabilitation
(RAR)

Subernarekha

- Question and Answer format note in response to direct quotes in
Mr. Rich's book

- Note on project with emphasis on RSR
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Mr. Alexander Shalw - 2 - March I, L994

National ThemAL Power Ccrioratiol INTPCI

- Question and Answer format note in response to direct quotes in
Mr. Rich's book.

- Note on Power Generation project with emphasis on the
Enviroment Antion Plan

- Note on Region-Wide Rank/ODA Study on Development and
Environment Strategy for the SingraulL Region.

Attachments
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Comments on "Mortgaging the Earth"

These comments are based on a quick reading of the book in its final galley-
proof version - with a view to making some suggestions on how the Bank
may respond to the critique in it.

This just-published book is written by a long-standing "World Bank basher"
who reviews the whole history of the Bank and finds the basic premises on
which it operates unacceptable on both environmental and developmental
grounds. Bruce Rich has been a full-time Bank critic for more than a decade
and works for an aggressive advocacy-type environmental NGO in
Washington. He has been a considerable "irritant" to many Bank staff and
managers. including Bank presidents. Yet he has a wide following and been
very effective in feeding information and getting the ear of US officials,
members of Congress and their staff, politicians in Europe, as well as media
and a very large network of NGOs throughout the world. Within the Bank
and within the official circles of governments in its member countries, his
arguments will most likely be rejected as being based on misinformation and
half-truths. Therefore it would be tempting not to take this book seriously.

That would be a gross mistake. This time he has produced a 318-page book
based on unusually well documented inside knowledge about what goes on
inside the institution . including what takes place in confidential meetings of
the Board. This is far more hard-hitting than the earlier books of many other
fierce Bank critics - such as Theresa Heyter. Cheryl Paver, and Susan
George . Bruce Rich has had far more access to published and unpublished
Bank documents - and to information often exclusively confined to Board
members and to senior management. He gives in this book a believable
impression that he is very knowledgeable about what goes on inside the Bank.
Hence he can be very damaging to the Bank's image around the world.

Among the public at large many may consider him a valiant David fighting
against the all- mighty Goliath! If the Bank is not careful with its response to
this book, it could inadvertently swing sympathy for him and make him even
look more heroic.

Please keep in mind that he is not just fighting the Goliath - the Bank - but
that he is chasing a larger target. He disapproves of the general system of
Foreign Aid as it has been practiced over the last 4 decades. He attacks the
Bank since it is the most influential, but he is clearly attacking all
development assistance organizations. By hitting the Bank - the most favored
(by donors) - he wants to create disbelief in - and rejection of - the entire
multilateral and bilateral aid system. One way of doing so is to reveal
"secrets" to the world about the continuous deterioration of project quality,



caused by Bank "obsession" with increasing lending volumes , and about the
Bank's inability to implement its own operational policies and directives.

He is not solely an environmental but also a developmental critic of the
Bank. He condenms the basic premises of ioreigon aid more generally. While
the Bank is the main focus for his hard-hitting critique, he has no faid in
other parts of the UN system.( In what may come as a surprise to many in the
Bank, on page 272 he quotes from the Nordic UN Project : " We have a
governmental system in the UN that is not geared to get accountability." and
then goCs on to say: " The truly bad news is that in the public international
system, the World Bank is possibly the most accountable and transparent
institution.")

He wants the Bank cut down drastically to a much lower level of funding, he
argues for focusing less on "hardware" and more on "software" products, and
he wants the decision-making and policy-making made much more open and
accountable to the people at grassroots levels (incl. NGOs) in menber
countries, not exclusively to their governments.

For more than a decade he has beavered diligently to dig up dirt on the Bank
in order to attack these larger issues. This book, even though it is slanted very
heavily towards a highly negative interpretation of how Bank the works, is
nonetheless built on quite impressive and remarkably good inside knowledge
about the Bank. Moreover, it has extensive information on the reaction and
concerns of local people affected by several large-scale Bank-funded projects.

Unlike most Bank publications who mainly address specialists and
international "professionals", this book is written in a conspiracy-like style
that makes it quite fascinating reading ( although some of the philosophical
discussions stretch reader patience). It tries to speak to the "hearts and
minds" of the growing body of opinion among the general public who used
to be supporters of foreign aid, but who are now uneasy and critical of
foreign aid and of international organizations which they suspect are
answerable to, but ineffectively controlled by, representatives of largely
undemocratic national governments at considerable distance from the will of
the people. But it also tackles some disquieting moral and philosophical
thoughts about large technological bureaucracies and their self-perpetuating
tendencies

This book will no doubt be read by large numbers of readers throughout the
world. Modern information technology has been embraced with considerable
effectiveness by the international NGO networks and faxed copies of it is
probably already circulating widely in all parts of the world. It should not be
surprising if many readers are influences to believe that something is



fundamentally wrong in the institution and with the way in which foreign
development assistance more generally is conducted.

An illustration of its immediate effect could be seen during.t the General
Assembly of IUCN in Argentina last month. In covering this largest gatherina
of its kind (nature conservation and its related international scientific
community) the Buenos Aires Herald (Jan 20) opened its main feature article
as follows:
"Environmentalists are harshly critical of the role of international lending
organizations in sustainable development. The World Bank. especially, has
become notorious for funding development projects with negatve
environmental impact. The doomed Narmada dam project in India was just the
latest in a string of mammoth Bank-linked schemes riding roughshod over
local ecosystems and populations." Bruce Rich was referred to several times
later in this article!

Bruce Rich challenges the core of Bank policies and raison d'etre as a
multilateral development finance institution. Development lending as pursued
by the Bank is not only an environmental disaster, he claims, but the actual
(mostly neative) results of its development work is in stark contrast to its
poverty posture and social development objectives. Not only are local people
in many Bank projects becoming poorer as a result of these projects but they
are often also socially worse off - particularly under large infrastructure,
forestry and land settlement projects , and under SALs .

It also challenges the Bank's lending approach, which he argues give
incentives to expand volune of lending even though the quality of Bank
projects are rapidly deteriorating. This deterioration of quality is in sharp
contrast to what the Bank states as its intended policies and objectives. Its
lending contributes to the debt crisis of the developing world. It is caught in a
vicious downward spiral - the more debt, the more crisis, the more the Bank
has to lend to bail out indebted countries from this crisis. He quotes
extensively from the Wapenhans report.

He find the Bank's resettlement policy laudable and good in principle. But it
is an utter failure in implementation. He quotes several impressive-sounding
experts who claim that they cannot find a single example of a successful
implementation of project resettlement under any Bank project.

He also attacks agricultural and infrastructure lending which makes
smallholders worse off and which accentuates income distribution and local
power conflicts in the field. He quotes many heart-wrenching stories from
project areas where beneficiaries have become more impoverished and more
destitute.



Although he was very influential in pushing the US Gov. and Conable
towards the Bank reorganization of 1987, he is not happy with the results. He
claims that the Environmental Assessment procedures are carried out in a
"band-aid" fashion to make marginal improvements in basically faulty proiject
design and that EAs are not allowed any real influence on the Bank's hell-bent
lending ambitions. The Environment Department is considered a place for
banishment (exile) of uncooperative staff and unacceptable economists and
ecologists (Daley and Goodland). He believes it has little positive influence on
the operational side of the Bank, in particular no significant effect on the
excessively "autonomous" Country Departments. The REDs are too small to
make a difference and are also not taken seriously if basic country lending or
country policy objectives are at stake.

How does the Bank respond?

1. Take this book seriously. Start with making it recommended reading by
senior management.

Seldom will we find such a well-articulated opposing view of the Bank.
This view echoes and incorporates many similar ideas by many other Bank
critics, but is more readable and more extensively researched than such other
books and publications. Since it will have wide following in NGOs. in media
and among general public opinion in the years ahead, senior management
would be well advised to be directly informed and thoroughly acquainted with
this formidable opposing view.

2. Prepare quickly a brief basic fact sheet on the most obvious factual
mistakes.

Be careful here. Don't try to rebut the author on all disagreeable points.
The Bank sometimes tries to be too clever in wanting to score points. Avoid
arguing points of interpretation. In this case limit your points to those that are
clearly factually incorrect and ONLY THOSE which YOU CAN EASILY
PROVE.

A few strong points revealing factual errors in a convincing way will be
far more worth than a long litany of points which may meet approving nods
among "super-intellectual peers" inside the Bank - but which are often not
easily understood and not convincing to the general public outside the Bank.

3. Make sure that resettlement successes are clearly known.



One of the most damaging allegations in the book is that the Bank has
had no successful example of implementing its 1980 resettlement guidelines.
This will be a disquieting surprise to many. If wrong, please make sure that
this comes out verv explicitly in the forthcoming Resettlement Review and is
broadly disseminated externally. (It is riot enough to complain internally that
more slots are needed for resettlement experts, if those on board cannot
produce any tangible results of something well done).

4. The Bank's efforts to alleviate indebtedness problems must be better
presented to the outside world.

The book leaves the impression that the Bank is itself is a major cause
of debt problems in many developing countries. Prepare an easily readable
publication - not too scholarly, please - on the many different ways the Bank
Group has been working to ease these problems - IDA itself, keeping Bank
interest rates lower than commercial rates, SPA, debt management as focus
for policy discussions in Country Economic Reports, its long history on
providing external debt data on member countries, debt alleviation through
Consultative Groups, etc. ( One good in-house Bank writer should be able to
present such a story within a few weeks given the vast amount of available
information. One idea may be to look at the study about to be completed by
the Debt Division on debt problems in low-income countries. Make sure there
is a very easily understood and convincing explanation on why the Bank
cannot forgive its own debt).

5. How lower income groups fare under SAL-induced adjustment policies.
The allegation here is that SALs often result in poor people being worse

off than before and without adjustment policies (Al Gore made a similar point
regarding Russia recently). The main point in the book is that government
most often protect the vested interest groups ( industrial investment and other
business subsidies, higher-level civil service salaries etc) at the expense of
services ( health. education and social services) affecting the majority of rural
and urban poor.

If there are good and clearly convincing empirical results of the
opposite results, make sure this message comes out loud and clear, eg. in a
separate easily readable publication for the general public, provided that the
results can be very easily understood and based on solid data that can
withstand scrutiny! (This will also be high priority for the 1995 Copenhagen
Summit on World Social Development)

6 Experiences with participation measures in EAs.

Another recurrent theme in the book is lack of any form for genuine



participation in Bank operations. There may be many ways of presenting a
contrary view on this, eg NGO participation in projects, NEAPs and
community involvement in natural resource management operations. However,
in order to get some strong points very fast on the table - focus on good
practices in EAs. Prove this point wrong by publishing a short summary on a
series of clear-cut and convincing examples on real participation in EAs.

7. Energy efficiency and energy investments
The book accuses Bank staff for being solely driven by large lending

for energy investments, while spending very little efforts on energy efficiency
improvements. If we have a good story to tell on this topic, let us not hide
such facts for the general public.

8. Wapenhans Report.
If we take it seriously, make this very well known externally.

9 Panel of independent wise men and women.
A good defense against Northern NGO critics of the Bank is to get

some highly credible wise persons from the South to respond to main charges
levied in the book. Many Northern NGO critics are thin on experience in
developing countries, including Bruce Rich. The Bank should not alone
respond to all charges in the book (much of it is directed at national
governments in developing countries and at foreign aid generally). Perhaps
some of the more thoughtful independent thinkers in the South can be
encouraged to state how they feel about these wide-ranging charges This does
not need to be a big production - no conference - but perhaps a small
consultation meeting with 4-6 highly respected leaders from the South. They
should come from the private non-governmental side - and should never have
been Bank staff or consultants! Give them a week to be together in a working
seminar ( hosted by a "neutral" institution?) and encourage them to produce a
response to this book, without any Bank clearance There is some risk, but
worth a try! Getting Southern non-governmental people to "speak up" has
been very successful in many recent cases, eg Ismail's Forestry Conference
in Abidjan where Southern NGOs formed a group disagreeing sharply with
Northern NGOs present, Kevin Cleaver in many other instances - and also
AFTEN's early African NGO consultations on EA matters.

L.E.Christoffersen
February 3, 1994



A L L - I N - 1 N O T E

DATE: 16-Feb-1994 05:46pm

TO: Alexander Shakow ( ALEXANDER SHAKOW

FROM: Masood Ahmed, IECDR ( MASOOD AHMED

EXT.: 33800

SUBJECT: RE: Mortgaging the Earth - Request for Help

Alex,

- Glad to help.

- Ron Johannes in the International Finance Division will
handle this. He's been alerted and is expecting copies of the
excerpts relevant to debt.

Regards.

Masood

CC: Andrew Steer ( ANDREW STEER )
CC: Lesley Simmons ( LESLEY SIMMONS )



"Mortgaging the Earth" -- Response

Bank response to Mortgaging the Earth will consist of an
information pack made up of one pagers on the major issues raised.
They must be as readable and easy to understand as Rich's book.
Topics to be covered include:

1. Outline of "mainstream" development thinking showing Rich's
thinking to be simplistic and out-of-date. Describe how the
environment movement has come to recognize the importance of
development in the same way that development people have come to
understand the importance of environment. As per Andrew's em,
begin with Thailand's development success as a point of entry.

Responsible:

2. Response to projects criticized in Chapter 2 -- answering any
< factual errors but also focusing on how the Bank itself has

identified th prohemistself. _ _

(i) Brazil: TgOOQQSTE, CaraasC
(ii) Indonesia: Transmigr I
(iii) India: Chand rmada and Sengrauli.
(iv) Thailand> a Mun

Resp e

0(iv)
3. Resettlement Review: what the success story is.

Responsible:

4. Debt and debt reduction -- analysis of current situation,
what's being done, + outline of why World Bank can't forgive its
own debt.: A

Responsible:

5. Impactp of adjustment lending.>

Responsible:

6. Examples of Bank projects that include participation of local

groups (making point that all NGOs are not like Rich's EDF).

Responsible:

7. Energy Efficiency -- the issue and the Bank's ro . -

Responsible:



8. GEF -- Elaboration of what its role is, how it fits in to
todays environment/development strategy + defence of Congo example.

Responsible:

8. Identify and contact others who can make these points for us.
Lief's idea of a panel of independent wise men and women + some
environmentalists who are our friends. How about getting an
outsider (Katherine Fuller, Jacques Cousteau?) to do a book review
(it could be run in F & D) its most important use, though, would be
in the package.

Responsible:

L. Simmons
12/14/94



A L L - I N - I N O T E

DATE: 14-Feb-1994 00:57am

TO: Alexander Shakow ( ALEXANDER SHAKOW )

FROM: Andrew Steer, ENVDR ( ANDREW STEER

EXT.: 33299

SUBJECT: The Bruce Rich Book

Alex,

Thanks for your e-mail this evening. I agree that it is
desirable to get one person, familiar with the substance of the
issues, to work full time for a week or two, coordinating a
response to equip those who will be answering for the Bank.

I've read the book carefully, and agree with Leif and
Leslie with regard to a response. We would probably all agree
that any response to this book needs two strands: (i) a clear
ability to address the major specific charges in the book, and
(ii) a pro-active demonstration that the book's basic philosophy
is many miles from the mainstream, and that some very exciting
things are happening out there in the real world. On (i) many of
the book's criticisms (especially the material in chapter 2) have
been identified by the Bank itself. I believe we need a thorough
ability to respond at a moment's notice to the factual criticisms
made -- and the briefing notes prepared for the Congress earlier
this year can be a useful starting point. (I would recommend that
they, together with the relevant sections of the book be given to
the operational people involved for updating.) We are also well
equipped on the positive side of the resettlement story; chapter
3 of the Resettlement Review shows how the Bank's policy has been
quite influential in improving countries' own policies (while
acknowledging very clearly how poorly we've done in the past). We
obviously need help from PRD and IEC on the latest empirical
evidence on the impacts of adjustment and on debt reduction
schemes. I have a number of suggestions in detail in my marked-up
copy.

A word on the need for a more pro-active strand to our
response. While I agree with Leif that the book certainly needs
to be taken seriously, that it is well written, and will
effectively hurt the Bank's image, I dont find the book
particularly persuasive. While we would make a mistake taking it
too lightly, we also mustnt become too impressed with it. In many
respects, the book is a long way "behind the curve" in its
thinking about the environment, and even more so on the broader
issues of development -- and I believe thgt this what should
drive the pro-active part of our response. Its in the latter part



of the book that its weaknesses become clear.The arguments are
essentially "pre-Rio" in their formulation. Bruce is
fundamentally anti-growth, anti-technology and almost quaint in
his perception of the idylic lives of indigenous peoples (eg page
202). (An anthropologist friend of mine -- not at the Bank --
found the book's treatment of the poor to be methodologically
very weak, arrogant, and amateur). In recent years environmental
thinking has changed. The book recognizes that development
practitioners have been forced to incorporate environmental
concerns into their work (and we need to do much more). It fails
to note that the environmental movement has also become much more
sophisticated in erstandinocvo n T okives
in a zero-sum game world of 1960s environmentalism. Most serious
environmental thinkers now recognize that without development
(yes that includes GDP growth) Africa's environment hasnt a
chance. They recognize that without increased income earning
opportunities, education, and improved health, Africa's
population will rise 7-fold. They recognize that 65% of
deforestation in tropical areas is caused by poverty, and cant be
stopped without accelerated development. They recognize that
efficiency reforms in the FSU will be essential (though not
sufficient) for reduced pollution there. This kind of thinking is
now mainstream -- but Bruce just cant bring himself to accept it.
He calls the Bruntland Commission Report as "an endorsement of
business as usual", refers to sustainable development as an
oxymoron, and belives that Agenda 21 was a total sham. We need
therefore to place the book where it belongs -- intellectually
behind the curve, and counter to the views of 178 nations,
especially includin the current US administration. Iflthe reader
choofes- o believe the strong criticisms of the Wrld Bank,
he/she must also buy into the books' pre-Brundtland understanding
of evironment versus development, since it is on this that the
criticisms of the Bank are based. To the extent we are able to
have others make this point for us, so much the better.

We need to identify a few "points of entry" enabling us to
take the debate away from the book. The first is in chapter 1,
which is all about Thailand. He has a few quotes from a few poor
people to make the point that they have not benefitted from
development. These need to be taken seriously (although they are
backed up with no systematic evidence whatsoever), but need to be
put in the context of a doubled food production in 20 years in
Thailand, strong empirical evidence of sharply improved
nutritional standards, much better educational and health
facilities for the poor, infant mortality falling from over 100
to around 50 ... etc. These are all documented. The book doesnt
seem interested in them. The average reader will be if we manage
to make the point clearly. I believe there are several more in
the book. The response to be prepared should seek to exploit
them.

None of this should be interpreted to imply I'm complacent
about our environmental performance. I'm not as you know. Its
especially important that we make progress on getting a strong



committment to follow-up action from senior manangement on
the resettlement review. A serious committment to more
participatory project work and ESW would also be very helpful.

Mohamed and I will of course be happy to provide the
services of ENV in following up. Lets talk in the morning.

Andrew

CC: Mohamed T. El-Ashry ( MOHAMED T. EL-ASHRY
CC: Matthew McHugh ( MATTHEW MCHUGH )
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DATE: 07-Feb-1994 11:50am

TO: Alexander Shakow ( ALEXANDER SHAKOW )

FROM: Lesley Simmons, EXTIP ( LESLEY SIMMONS )

EXT.: 31785

SUBJECT: Rich's book

Alex:

I read Leif Christoffersen's notes on Rich's book. Our concerns
are in agreement... that we need to take the book seriously and be
very careful about how we respond. We agree it is a fascinating
read, and will be widely circulated. It is important to
remember, as Christoffersen points out, that Rich is criticising
the Bank not just from an environmental (and resettlement)
position, but is condemning foreign aid more generally.

To develop a strategy to respond to this book is going to take a
task force drawing people from across the Bank. We must be
quick. The book comes out on 2/23 and newspapers are already
working on reviews and are asking us to provide someone to
respond. Christoffersen lists some excellent elements for such a
strategy. I have taken each of his suggestions and made a
recommendation on how it be tackled. They are as follows:

1. Take the book seriously. Make it recommended reading by
senior management (and indeed by ANYONE who is going to talk
about it or respond to it in any way).

2. Prepare a brief basic fact sheet on the most obvious factual
mistakes. As I mentioned in my report, it will take input from
operational people on what these errors are -- I could not pick
up on any in my close reading of the book. It will take people
who were very closely involved to help us determine these.
RECOMMENDATION: A task force made up of people knowledgeable
about the most quoted projects in the book be put to work to read
the relevant sections and prepare a list of errors and/or ways in
which we can respond to the criticisms. (The projects are:
POLONOROESTE Carajas in Brazil, Transmigration in Indonesia,
Narmada and Sengrauli in India.)

3. Resettlement is a particularly thorny issue because of the
upcoming review. Rich says that the resettlement policy is
laudable and good in priciple but there is no example of a
successful implementation of resettlement in a Bank project.
Christoffersen says we must come up with some examples of
successes and document them. RECOMMENDATION: Someone on the
task force reviewing resettlement be given the task of
documenting a success or two -- and if possible, giving us the



names of some local people who can speak to that success.

4. The Bank's efforts to alleviate indebtedness problems must be
better presented to the outside world. Christoffersen recommends
a booklet which he says could be written based on a study shortly
to be completed by the Debt Division on debt problems in
low-income countries. RECOMMENDATION: Someone from the writers
group be allocated the task of preparing such a booklet or a
consultant be hired.

5. Good, clear and convincing empirical results of success on how
lower income-groups fare under SAL-induced adjustment policies
must be documented. RECOMMENDATION: Someone from the writers
group, or a consultant, work with HRO to document.

6. Prove Rich's point wrong that there is no form of genuine
participation in EAs in Bank operations by documenting short
summaries of example. RECOMMENDATION: ENV identify and write up
such examples.

7. If we have a good story to tell on energy efficiency we should
tell it. (Based on my work with the new policy paper on energy
efficiency, there is little we can do to refute that only 1% of
lending goes to efficiency and conservation because we haven't
really kept statistics. However, someone from EGY should work on
a short refute of the criticisms.)

8. A panel of independent wise men and women. RECOMMENDATION:
Christoffersen is quite specific about the kind of people we
should use. Staff who work with NGOs should come up with a list
of possibilities based on that profile.

9. In addition to these suggestions, I think we should prepare a
a less defensive piece. Something that explains the need for
mainstream development economics and illustrates the improvments
that have taken place -- life expectancy, infant mortality
increases, and such like. If possible, this should be under the
by-line of someone outside of the Bank and not seen as an obvious
stake holder in the Bank. RECOMMENDATION: EXT Management may
wish to work with the President's office and senior management to
identify such a person, alternatively, EXT Management may wish to
approach John Sewell or Jimmy Carter or some other "friend" to do
so. Someone from the writers group to prepare the piece which
should also be place as an op-ed in a large circulation
newspaper.

If these assignments can be completed quickly, the documents
should be made available in a kit to the media, congressional
staff and other infulentials concerned about the ideas expressed
in the book. We will obviously be getting a lot of mail on this,
too. The kit could be used to respond to it.

Lesley



CC: Timothy Cullen ( TIMOTHY CULLEN )
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TO: See Distribution Below

FROM: Mohamed T. El-Ashry, ENVDR ( MOHAMED T. EL-ASHRY )

EXT.: 33202

SUBJECT: The Reviews of "Mortgaging the Earth" URGENT

The two reviews I sent you yesterday are for
your eyes only. Please do not circulate. As you read
them it will be obvious why they should not be widely
circulated.

DISTRIBUTION:
TO: Sven Sandstrom ( SVEN SANDSTROM
TO: Is-mail Serageldin ( ISMAIL SERAGELDIN
TO: Johannes Linn ( JOHANNES LINN
TO: Andrew Steer ( ANDREW STEER
TO: Alexander Shakow ( ALEXANDER SHAKOW )
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TO: Alexander Shalcow, Director, EXT CONFIDENTIAL

FROM: Lesley S s

EXTENSION: 31785

SUBJECT: Mortgaging the Earth

Bruce Rich's book is a well written and interesting read that will

undoubtedly reach many people and increase the number of critics and
criticisms of the Bank. While Rich embellishes and exaggerates some
examples, I don't think his analysis is terribly inaccurate. His writing
is emotive, beginning with a chapter on the Bangkok Annual Meetings that

draws comparisons between the opulence and stuffiness of the Bank meetings
(limos, speeches, good living, and just one delegate death by a self
inflicted drug overdose) and the poverty and powerlessness of the people

of Bangkok and the delegates at the Peoples Forum.

The book's overall thesis is that the World Bank is no longer a
useful organization. In fact, as he describes the history of the Bank --
which he does accurately and interestingly -- Rich suggests it never has

been terribly useful. He uses Weberian theory to describe an institution
whose sole function has been to perpetuate itself. He suggests that
fundable projects always were but are now more and more difficult to find.
But Bank staff, faced with pressure to lend if their careers are to be

successful, encourage governments to finance ecological and social
disasters. He claims, for example, that the T & V System in India is a

failure, describing how visits are seldom made and information not passed

down to farmers. But the Bank pressures officials to declare it a
success. Why? To move money, the same motive that he attributes to
anything the Bank does. Even efforts at reducing urban poverty which
focused on upgrading slum neighborhoods suffered problems of deflection of
benefit, he says, despite what he calls "laudable intentions". Why?

Because social and political conditions are ignored. Rich blames the

Bank for, among other things, vast income inequalities, resettlement
disasters, deforestation, prostitution, propping up corrupt governments,

and promoting the creation of independent autonomous project authorities

such as EGAT and NTPC that operate according to their own charters and
rules, often drafted in response to Bank suggestions. He claims the Bank
is not accountable and describes the Board as being a rubber stamp.

To support his arguments Rich draws on OED sources and Wapenhans, as
well as outsiders and gives an alarming description of Bank staff being

brought before the Ethics Officer after a document was leaked to an NGO.

He footnotes at one point a reference attributed to Bank staff who must be
nameless if they are to retain their jobs.

The section on Bank lending to repressive governments is extremely

damning -- this is one area that I am weak on and don't know why the Bank



Alexander Shakow - 2 - February 2, 1994

would not have lent to Chile under Allende (although I do know the
arguments for lending to Pinochet's Chile). Romania under Ceaucescu is
another example. Rich's own development philosophy comes out very late in
the book. While I'm not sure that influentials among our shareholders
would be terribly enamored with his redistribution of wealth from North to
South argument, the damage of his description of some of our worst
projects and programs, is done long before most readers come to Rich's
alternative philosophy. Incidently, Rich scorns "sustainable development"
which he calls an oxymoron.

The examples Rich uses to describe the failure of Bank projects are
predictable. Brazil's POLONOROESTE and Carajas, Indonesia's
Transmigration, India's Sengrauli and Narmada, the TFAP, Thailand's Pak
Mun, in fact, new dams period (he favors energy efficiency measures and
says that Bank documents on Pak Mun show energy efficiency and
conservation would have been cheaper), etc.. As I read the histories of
the project's development and the NGOs efforts (particularly EDF's) to
point out the problems with them, I am not at all surprised that the
Bank's image is so bad. While I have not worked in operations, my first
assignment in IPA was to document the background to the preparation and
appraisal of POLONOROESTE. I heard myself from staff who said that their
views and consultant reports had been quashed and ignored. I saw the
responses we wrote to EDF and others. If there are exaggerations or
inaccuracies in his descriptions it is the operational people who were
involved in all of these projects who will have to tell us. Only in one
place did I feel Rich was on shaky ground: in his analysis of a World Bank
involvement in the BCCI scandal. If it weren't for a footnote he could
probably be sued for libel.

Rich does a great job, too, of taking our arguments and dismissing
them. Such arguments for example, as "if the Bank wasn't funding the
project things would be worse." Or that certain projects were approved
before guidelines were in place -- he says they should have been
retroactive but in any event, governments don't adhere to them. Even
where the Bank tries to encourage participatory development as in the
example of water user committees he points out we are unsuccessful.
"...such clumsy top-down efforts failed, since it was difficult to
interest local farmers in intensive management of resources over which
they had lost control." He claims that if the full cost of resettlement
and economic rehabilitation were included in project appraisals the
projects would be economically non-viable. He is very scornful of our
attempts to claim we are learning from our mistakes, too. He points out
that our own evaluation staff (OED) are ignored. Their status is
questionable, they are viewed by operational staff as outside the
mainstream, and unimportant. And in any event, at whose expense is this
learning-by-doing?

The GEF is described as a fund to help make Bank loans more
palatable to governments by providing soft financing to go with the Bank
loan and as a way of reducing the negative net transfer. He uses the
Congo project as an example of how the Bank is using the GEF to do more of
the same.



Alexander Shakow - 3 - February 2, 1994

Perhaps the weakest point in his arguments surrounds the discussion
brought in throughout the book on negative net transfers which he uses as
a reason to promote forgiveness of Bank debt.

While Rich clearly would like to see the Bank abolished he concludes
with a call to reduce funding as a means to pressure the Bank to
restructure: by providing,

1. public access to information and participation in meaningful, open,
hearings to consider alternatives before development decisions proceed (he
describes the recent policy change on public information but it does not
approach the depth of change he asks for).

2. an independent appeals commission (again, the inspection panel is a
much watered down version of his recommendation).

3. staff to be accountable (he describes how staff responsible for
earlier debacles were promoted, including the staff member responsible for
public information during POLONOROESTE being promoted to work on Narmada!)

4. debt forgiveness, by allocating $10 billion of liquid reserves to
poorest countries.

5. changes in the Charter to incorporate goals commensurate with the
values of global civil society -- i.e. promote democracy, human rights,
and social equity as well as economic welfare and ecological balance and
conservation of other life forms.

Rich wraps up by proposing a three pronged strategy (apparently for
the US Congress to carry out): (i) decrease funding; (ii) support a
variety of more flexible institutions and networks (he favors the programs
of the Inter-American and African Development Foundations and Appropriate
Technology International); and (iii) call on governments to address the
agenda suppressed at the Earth Summit and strike a new global bargain on
debt relief and fair trade between north and South. The 50th Anniversary
of the World Bank is the appropriate time to do this.

From a public relations point of view it is difficult to know how to
respond to this very damning piece of literature. I think we do need to
respond to the idea of debt forgiveness and why this is not in the
interest of either the industrial or the developing countries. Rich does
not really examine what such a measure would do to our financial
reputation (or to the status of shareholders' callable capital should our
financial situation become shaky) or what repercussions it might have on
the availability of low interest loans to our borrowers (although I expect
he knows all of this). We should aim at explaining these issues to the US
Congress, and their equivalent amongst other major shareholders.

Rich does not, of course, talk about any of the good things we have
done. Because he spends so much time analyzing the inappropriateness of
the institution generally, that argument is difficult to make. His
chapter devoted to the description of McNamara's contribution to the
growth of the Bank, for example, to lkened to a Faustian enterprise. And
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in Chapter 6 titled The Emperor's New Clothes he uses three areas to show
that it is not just the Bank that is at fault, it is the worldwide market-
based development philosophy. He illustrates the argument with
discussions of resettlement, forestry, and energy.

With the resettlement review about to become public we will be even
more vulnerable to Rich's criticism about this issue. If the Bank and its
borrowers are to continue with the kind of projects that have brought
about failure, social disruption, and hard hitting criticism, we are going
to have to find some better arguments than those we have used in the past.
We know there are more such projects in the pipeline.
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Comments on "Mortgaging the Earth"

These comments are based on a quick reading of the book in its final galley-
proof version - with a view to making some suggestions on how the Bank
may respond to the critique in it.

This just-published book is written by a long-standing "World Bank basher"
who reviews the whole history of the Bank and finds the basic premises on
which it operates unacceptable on both environmental and developmental
grounds. Bruce Rich has been a full-time Bank critic for more than a decade
and works for an aggressive advocacy-type environmental NGO in
Washington. He has been a considerable "irritant" to many Bank staff and
managers, including Bank presidents. Yet he has a wide following and been
very effective in feeding information and getting the ear of US officials,
members of Congress and their staff, politicians in Europe, as well as media
and a very large network of NGOs throughout the world. Within the Bank
and within the official circles of governments in its member countries, his
arguments will most likely be rejected as being based on misinformation and
half-truths. Therefore it would be tempting not to take this book seriously.

That would be a gross mistake. This time he has produced a 318-page book
based on unusually well documented inside knowledge about what goes on
inside the institution , including what takes place in confidential meetings of
the Board. This is far more hard-hitting than the earlier books of many other
fierce Bank critics - such as Theresa Heyter, Cheryl Payer, and Susan
George . Bruce Rich has had far more access to published and unpublished
Bank documents - and to information often exclusively confined to Board
members and to senior management. He gives in this book a believable
impression that he is very knowledgeable about what goes on inside the Bank.
Hence he can be very damaging to the Bank's image around the world.

Among the public at large many may consider him a valiant David fighting
against the all- mighty Goliath! If the Bank is not careful with its response to
this book, it could inadvertently swing sympathy for him and make him even
look more heroic.

Please keep in mind that he is not just fighting the Goliath - the Bank - but
that he is chasing a larger target. He disapproves of the general system of
Foreign Aid as it has been practiced over the last 4 decades. He attacks the
Bank since it is the most influential, but he is clearly attacking all
development assistance organizations. By hitting the Bank - the most favored
(by donors) - he wants to create disbelief in - and rejection of - the entire
multilateral and bilateral aid system. One way of doing so is to reveal
"secrets" to the world about the continuous deterioration of project quality,



caused by Bank "obsession" with increasing lending volumes , and about the
Bank's inability to implement its own operational policies and directives.

He is not solely an environmental but also a developmental critic of the
Bank. He condemns the basic premises of foreign aid more generally. While
the Bank is the main focus for his hard-hitting critique, he has no faith in
other parts of the UN system.( In what may come as a surprise to many in the
Bank, on page 272 he quotes from the Nordic UN Project : " We have a
governmental system in the UN that is not geared to get accountability." and
then goes on to say: " The truly bad news is that in the public international
system, the World Bank is possibly the most accountable and transparent
institution.")

He wants the Bank cut down drastically to a much lower level of funding, he
argues for focusing less on "hardware" and more on "software" products, and
he wants the decision-making and policy-making made much more open and
accountable to the people at grassroots levels (incl. NGOs) in member
countries, not exclusively to their governments.

For more than a decade he has beavered diligently to dig up dirt on the Bank
in order to attack these larger issues. This book, even though it is slanted very
heavily towards a highly negative interpretation of how Bank the works, is
nonetheless built on quite impressive and remarkably good inside knowledge
about the Bank. Moreover, it has extensive information on the reaction and
concerns of local people affected by several large-scale Bank-funded projects.

Unlike most Bank publications who mainly address specialists and
international "professionals", this book is written in a conspiracy-like style
that makes it quite fascinating reading ( although some of the philosophical
discussions stretch reader patience). It tries to speak to the "hearts and
minds" of the growing body of opinion among the general public who used
to be supporters of foreign aid, but who are now uneasy and critical of
foreign aid and of international organizations which they suspect are
answerable to, but ineffectively controlled by, representatives of largely
undemocratic national governments at considerable distance from the will of
the people. But it also tackles some disquieting moral and philosophical
thoughts about large technological bureaucracies and their self-perpetuating
tendencies .

This book will no doubt be read by large numbers of readers throughout the
world. Modern information technology has been embraced with considerable
effectiveness by the international NGO networks and faxed copies of it is
probably already circulating widely in all parts of the world. It should not be
surprising if many readers are influences to believe that something is



fundamentally wrong in the institution and with the way in which foreign
development assistance more generally is conducted.

An illustration of its immediate effect could be seen during the General
Assembly of IUCN in Argentina last month. In covering this largest gathering
of its kind (nature conservation and its related international scientific
community) the Buenos Aires Herald (Jan 20) opened its main feature article
as follows:
"Environmentalists are harshly critical of the role of international lending
organizations in sustainable development. The World Bank, especially, has
become notorious for funding development projects with negative
environmental impact. The doomed Narmada dam project in India was just the
latest in a string of mammoth Bank-linked schemes riding roughshod over
local ecosystems and populations." Bruce Rich was referred to several times
later in this article!

Bruce Rich challenges the core of Bank policies and raison d'etre as a
multilateral development finance institution. Development lending as pursued
by the Bank is not only an environmental disaster, he claims, but the actual
(mostly negative) results of its development work is in stark contrast to its
poverty posture and social development objectives. Not only are local people
in many Bank projects becoming poorer as a result of these projects but they
are often also socially worse off - particularly under large infrastructure,
forestry and land settlement projects , and under SALs .

It also challenges the Bank's lending approach, which he argues give
incentives to expand volume of lending even though the quality of Bank
projects are rapidly deteriorating. This deterioration of quality is in sharp
contrast to what the Bank states as its intended policies and objectives. Its
lending contributes to the debt crisis of the developing world. It is caught in a
vicious downward spiral - the more debt, the more crisis, the more the Bank
has to lend to bail out indebted countries from this crisis. He quotes
extensively from the Wapenhans report.

He find the Bank's resettlement policy laudable and good in principle. But it
is an utter failure in implementation. He quotes several impressive-sounding
experts who claim that they cannot find a single example of a successful
implementation of project resettlement under any Bank project.

He also attacks agricultural and infrastructure lending which makes
smallholders worse off and which accentuates income distribution and local
power conflicts in the field. He quotes many heart-wrenching stories from
project areas where beneficiaries have become more impoverished and more
destitute.



Although he was very influential in pushing the US Gov. and Conable
towards the Bank reorganization of 1987, he is not happy with the results. He
claims that the Environmental Assessment procedures are carried out in a
"band-aid" fashion to make marginal improvements in basically faulty project
design and that EAs are not allowed any real influence on the Bank's hell-bent
lending ambitions. The Environment Department is considered a place for
banishment (exile) of uncooperative staff and unacceptable economists and
ecologists (Daley and Goodland). He believes it has little positive influence on
the operational side of the Bank, in particular no significant effect on the
excessively "autonomous" Country Departments. The REDs are too small to
make a difference and are also not taken seriously if basic country lending or
country policy objectives are at stake.

How does the Bank respond?

1. Take this book seriously. Start with making it recommended reading by
senior management.

Seldom will we find such a well-articulated opposing view of the Bank.
This view echoes and incorporates many similar ideas by many other Bank
critics, but is more readable and more extensively researched than such other
books and publications. Since it will have wide following in NGOs, in media
and among general public opinion in the years ahead, senior management
would be well advised to be directly informed and thoroughly acquainted with
this formidable opposing view.

2. Prepare quickly a brief basic fact sheet on the most obvious factual
mistakes.

Be careful here. Don't try to rebut the author on all disagreeable points.
The Bank sometimes tries to be too clever in wanting to score points. Avoid
arguing points of interpretation. In this case limit your points to those that are
clearly factually incorrect and ONLY THOSE which YOU CAN EASILY
PROVE.

A few strong points revealing factual errors in a convincing way will be
far more worth than a long litany of points which may meet approving nods
among "super-intellectual peers" inside the Bank - but which are often not
easily understood and not convincing to the general public outside the Bank.

3. Make sure that resettlement successes are clearly known.



One of the most damaging allegations in the book is that the Bank has
had no successful example of implementing its 1980 resettlement guidelines.
This will be a disquieting surprise to many. If wrong, please make sure that
this comes out very explicitly in the forthcoming Resettlement Review and is
broadly disseminated externally. (It is not enough to complain internally that
more slots are needed for resettlement experts, if those on board cannot
produce any tangible results of something well done).

4. The Bank's efforts to alleviate indebtedness problems must be better
presented to the outside world.

The book leaves the impression that the Bank is itself is a major cause
of debt problems in many developing countries. Prepare an easily readable
publication - not too scholarly, please - on the many different ways the Bank
Group has been working to ease these problems - IDA itself, keeping Bank
interest rates lower than commercial rates, SPA, debt management as focus
for policy discussions in Country Economic Reports, its long history on
providing external debt data on member countries, debt alleviation through
Consultative Groups, etc. ( One good in-house Bank writer should be able to
present such a story within a few weeks given the vast amount of available
information. One idea may be to look at the study about to be completed by
the Debt Division on debt problems in low-income countries. Make sure there
is a very easily understood and convincing explanation on why the Bank
cannot forgive its own debt).

5. How lower income groups fare under SAL-induced adjustment policies.
The allegation here is that SALs often result in poor people being worse

off than before and without adjustment policies (Al Gore made a similar point
regarding Russia recently). The main point in the book is that government
most often protect the vested interest groups ( industrial investment and other
business subsidies, higher-level civil service salaries etc) at the expense of
services ( health. education and social services) affecting the majority of rural
and urban poor.

If there are good and clearly convincing empirical results of the
opposite results, make sure this message comes out loud and clear, eg. in a
separate easily readable publication for the general public, provided that the
results can be very easily understood and based on solid data that can
withstand scrutiny! (This will also be high priority for the 1995 Copenhagen
Summit on World Social Development)

6 Experiences with participation measures in EAs.

Another recurrent theme in the book is lack of any form for genuine



participation in Bank operations. There may be many ways of presenting a
contrary view on this, eg NGO participation in projects, NEAPs and
community involvement in natural resource management operations. However,
in order to get some strong points very fast on the table - focus on good
practices in EAs. Prove this point wrong by publishing a short summary on a
series of clear-cut and convincing examples on real participation in EAs.

7. Energy efficiency and energy investments
The book accuses Bank staff for being solely driven by large lending

for energy investments, while spending very little efforts on energy efficiency
improvements. If we have a good story to tell on this topic, let us not hide
such facts for the general public.

8. Wapenhans Report.
If we take it seriously, make this very well known externally.

9 Panel of independent wise men and women.
A good defense against Northern NGO critics of the Bank is to get

some highly credible wise persons from the South to respond to main charges
levied in the book. Many Northern NGO critics are thin on experience in
developing countries, including Bruce Rich. The Bank should not alone
respond to all charges in the book (much of it is directed at national
governments in developing countries and at foreign aid generally). Perhaps
some of the more thoughtful independent thinkers in the South can be
encouraged to state how they feel about these wide-ranging charges This does
not need to be a big production - no conference - but perhaps a small
consultation meeting with 4-6 highly respected leaders from the South. They
should come from the private non-governmental side - and should never have
been Bank staff or consultants! Give them a week to be together in a working
seminar ( hosted by a "neutral" institution?) and encourage them to produce a
response to this book, without any Bank clearance There is some risk, but
worth a try! Getting Southern non-governmental people to "speak up" has
been very successful in many recent cases, eg Ismail's Forestry Conference
in Abidjan where Southern NGOs formed a group disagreeing sharply with
Northern NGOs present, Kevin Cleaver in many other instances - and also
AFTEN's early African NGO consultations on EA matters.

L. E.Christoffersen
February 3, 1994
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TO: Jochen Kraske ( JOCHEN KRASKE

FROM: Alexander Shakow, EXTDR ( ALEXANDER SHAKOW

EXT.: 31828

SUBJECT: Rich book

For your background, per conversation. We will draw you in to
help us out after you return from holiday at the end of next
week...and happy reading on your trip!

CC: Lesley Simmons ( LESLEY SIMMONS )
CC: Timothy Cullen ( TIMOTHY CULLEN )



ALL-IN- 1 NOTE
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TO: Alexander Shakow ( ALEXANDER SHAKOW )

FROM: Andrew Steer, ENVDR ( ANDREW STEER

EXT.: 33299

SUBJECT: The Bruce Rich Book

Alex,

Thanks for your e-mail this evening. I agree that it is
desirable to get one person, familiar with the substance of the
issues, to work full time for a week or two, coordinating a
response to equip those who will be answering for the Bank.

I've read the book carefully, and agree with Leif and
Leslie with regard to a response. We would probably all agree
that any response to this book needs two strands: (i) a clear
ability to address the major specific charges in the book, and
(ii) a pro-active demonstration that the book's basic philosophy
is many miles from the mainstream, and that some very exciting
things are happening out there in the real world. On (i) many of
the book's criticisms (especially the material in chapter 2) have
been identified by the Bank itself. I believe we need a thorough
ability to respond at a moment's notice to the factual criticisms
made -- and the briefing notes prepared for the Congress earlier
this year can be a useful starting point. (I would recommend that
they, together with the relevant sections of the book be given to
the operational people involved for updating.) We are also well
equipped on the positive side of the resettlement story; chapter
3 of the Resettlement Review shows how the Bank's policy has been
quite influential in improving countries' own policies (while
acknowledging very clearly how poorly we've done in the past). We
obviously need help from PRD and IEC on the latest empirical
evidence on the impacts of adjustment and on debt reduction
schemes. I have a number of suggestions in detail in my marked-up
copy.

A word on the need for a more pro-active strand to our
response. While I agree with Leif that the book certainly needs
to be taken seriously, that it is well written, and will
effectively hurt the Bank's image, I dont find the book
particularly persuasive. While we would make a mistake taking it
too lightly, we also mustnt become too impressed with it. In many
respects, the book is a long way "behind the curve" in its
thinking about the environment, and even more so on the broader
issues of development -- and I believe that this is what should
drive the pro-active part of our response. Its in the latter part



of the book that its weaknesses become clear.The arguments are
essentially "pre-Rio" in their formulation. Bruce is
fundamentally anti-growth, anti-technology and almost quaint in
his perception of the idylic lives of indigenous peoples (eg page
202). (An anthropologist friend of mine -- not at the Bank --
found the book's treatment of the poor to be methodologically
very weak, arrogant, and amateur). In recent years environmental
thinking has changed. The book recognizes that development
practitioners have been forced to incorporate environmental
concerns into their work (and we need to do much more). It fails
to note that the environmental movement has also become much more
sophisticated in its understanding of development. The book lives
in a zero-sum game world of 1960s environmentalism. Most serious
environmental thinkers now recognize that without development
(yes that includes GDP growth) Africa's environment hasnt a
chance. They recognize that without increased income earning
opportunities, education, and improved health, Africa's
population will rise 7-fold. They recognize that 65% of
deforestation in tropical areas is caused by poverty, and cant be
stopped without accelerated development. They recognize that
efficiency reforms in the FSU will be essential (though not
sufficient) for reduced pollution there. This kind of thinking is
now mainstream -- but Bruce just cant bring himself to accept it.
He calls the Bruntland Commission Report as "an endorsement of
business as usual", refers to sustainable development as an
oxymoron, and belives that Agenda 21 was a total sham. We need
therefore to place the book where it belongs -- intellectually
behind the curve, and counter to the views of 178 nations,
especially including the current US administration. If the reader
chooses to believe the strong criticisms of the World Bank,
he/she must also buy into the books' pre-Brundtland understanding
of evironment versus development, since it is on this that the
criticisms of the Bank are based. To the extent we are able to
have others make this point for us, so much the better.

We need to identify a few "points of entry" enabling us to
take the debate away from the book. The first is in chapter 1,
which is all about Thailand. He has a few quotes from a few poor
people to make the point that they have not benefitted from
development. These need to be taken seriously (although they are
backed up with no systematic evidence whatsoever), but need to be
put in the context of a doubled food production in 20 years in
Thailand, strong empirical evidence of sharply improved
nutritional standards, much better educational and health
facilities for the poor, infant mortality falling from over 100
to around 50 ...etc. These are all documented. The book doesnt
seem interested in them. The average reader will be if we manage
to make the point clearly. I believe there are several more in
the book. The response to be prepared should seek to exploit
them.

None of this should be interpreted to imply I'm complacent
about our environmental performance. I'm not as you know. Its
especially important that we make progress on getting a strong



committment to follow-up action from senior manangement on
the resettlement review. A serious committment to more
participatory project work and ESW would also be very helpful.

Mohamed and I will of course be happy to provide the
services of ENV in following up. Lets talk in the morning.

Andrew

CC: Mohamed T. El-Ashry ( MOHAMED T. EL-ASHRY
CC: Matthew McHugh ( MATTHEW MCHUGH )



ALL-IN- I NOTE

DATE: 12-Feb-1994 12:05pm EST

TO: Alexander Shakow ( ALEXANDER SHAKOW )

FROM: Matthew McHugh, EXC ( MATTHEW MCHUGH )

EXT.: 80309

SUBJECT: The Rich Book

Alex:

Attached is a message from Ernie which is a follow-up to my discussion
with him on Thursday about the Rich book, among other things. What do you think?

Matt



The World Bank/IFC/MIGA
O F F I C E M E M O R A N D U M

DATE: February 10, 1994 07:50pm EST

TO: Matthew McHugh ( MATTHEW MCHUGH )

FROM: Ernest Stern, EXC ( ERNEST STERN )

EXT.: 82004

SUBJECT: The Rich Book

One person on whose availability you might check is Jochen
Kraske. He is the Bank historian and working on several things
but he might be able to take a 2 week break to handle this.
Sven and AK agree he could do the coordination and write-up very
well.
Ernie

CC: Nonna Ponferrada ( NONNA PONFERRADA



A L L - I N - 1 N O T E

DATE: 14-Feb-1994 03:17pm

TO: Jochen Kraske ( JOCHEN KRASKE

FROM: Alexander Shakow, EXTDR ( ALEXANDER SHAKOW

EXT.: 31828

SUBJECT: Rich book continued

FYI - Sorry, there seem to be duplicates here, but just throw
them away (in a safe place, of course!). I'll send you the
Christoffersen/ Simmons pieces for your background.

CC: Lesley Simmons ( LESLEY SIMMONS )
CC: Timothy Cullen ( TIMOTHY CULLEN )



ALL-IN- I NOTE

DATE: 13-Feb-1994 04:08pm EST

TO: Andrew Steer (ANDREW STEER)

FROM: Alexander Shakow, EXTDR ( ALEXANDER SHAKOW )

EXT.: 31828

SUBJECT: Rich 2

Andrew - the response to Matt's em as per my other em; please
call. Alex

CC: Mohamed T. El-Ashry ( MOHAMED T. EL-ASHRY



A L L - I N - 1 N O T E

DATE: 13-Feb-1994 03:40pm EST

TO: Matthew McHugh ( MATTHEW MCHUGH )

FROM: Alexander Shakow, EXTDR ( ALEXANDER SHAKOW )

EXT.: 31828

SUBJECT: RE: The Rich Book

Matt - That is a very good idea - and unless Andrew Steer has a
better one I would think we should ask him - especially as the
endorsement of two MDs should help free him up! I have just
finished reading the book, and I think in re-reading the Leif
Christoffersen comments that he is right on the mark. I am
relieved, in a way, that the end of the book is not as
hard-hitting as I anticipated - which does not mean he is gentle.
One could argue that many of the suggestions he makes for change
are actually underway - albeit not to the extent he wishes
(openness, inspection panel, focus on implementation quality and
not lending levels, etc.). And Leif's suggestions for getting
together briefs on resettlement activity that has worked, what we
have done about debt, and other general points that set the
context, are all sound and, I think, easy to do. There is no
advantage in going on at length about the individual projects, as
in each case we have acknowledged error already...although Rich
has not spelled out the details in a balanced fashion. And I
think a broadside against his rejection of development has to be
written - based on the kinds of successes we do highlight in WDRs
and elsewhere.

Let me raise the issue of Kraske with Andrew and be back to you
first thing Monday.

Alex



A L L - I N - 1 N O T E

DATE: 13-Feb-1994 04:06pm EST

TO: Andrew Steer ( ANDREW STEER

FROM: Alexander Shakow, EXTDR ( ALEXANDER SHAKOW )

EXT.: 31828

SUBJECT: Bruce Rich Book

Andrew - Please see the attached from Matt - and a response I
just sent him. You were putting together your own thoughts on
this, I know, which is why my note to Matt suggests the idea of
asking Jochen to coordinate the response is good but I just
wanted to get your views first. Please call Monday AM so we can
discuss. Thanks! Alex

CC: Matthew McHugh ( MATTHEW MCHUGH )
CC: Mohamed T. El-Ashry ( MOHAMED T. EL-ASHRY



A L L - I N - I N O T E

DATE: 12-Feb-1994 12:05pm EST

TO: Alexander Shakow ( ALEXANDER SHAKOW )

FROM: Matthew McHugh, EXC ( MATTHEW MCHUGH

EXT.: 80309

SUBJECT: The Rich Book

Alex:

Attached is a message from Ernie which is a follow-up to my discussion
with him on Thursday about the Rich book, among other things. What do you think?

Matt



The World Bank/IFC/MIGA
O F F I C E M E M O R A N D U M

DATE: February 10, 1994 07:50pm EST

TO: Matthew McHugh ( MATTHEW MCHUGH )

FROM: Ernest Stern, EXC ( ERNEST STERN )

EXT.: 82004

SUBJECT: The Rich Book

One person on whose availability you might check is Jochen
Kraske. He is the Bank historian and working on several things
but he might be able to take a 2 week break to handle this.
Sven and AK agree he could do the coordination and write-up very
well.
Ernie

CC: Nonna Ponferrada ( NONNA PONFERRADA



A L L - I N - 1 N O T E

DATE: 13-Feb-1994 03:40pm EST

TO: Matthew McHugh ( MATTHEW MCHUGH

FROM: Alexander Shakow, EXTDR ( ALEXANDER SHAKOW )

EXT.: 31828

SUBJECT: RE: The Rich Book

Matt - That is a very good idea - and unless Andrew Steer has a
better one I would think we should ask him - especially as the
endorsement of two MDs should help free him up! I have just
finished reading the book, and I think in re-reading the Leif
Christoffersen comments that he is right on the mark. I am
relieved, in a way, that the end of the book is not as
hard-hitting as I anticipated - which does not mean he is gentle.
One could argue that many of the suggestions he makes for change
are actually underway - albeit not to the extent he wishes
(openness, inspection panel, focus on implementation quality and
not lending levels, etc.). And Leif's suggestions for getting
together briefs on resettlement activity that has worked, what we
have done about debt, and other general points that set the
context, are all sound and, I think, easy to do. There is no
advantage in going on at length about the individual projects, as
in each case we have acknowledged error already...although Rich
has not spelled out the details in a balanced fashion. And I
think a broadside against his rejection of development has to be
written - based on the kinds of successes we do highlight in WDRs
and elsewhere.

Let me raise the issue of Kraske with Andrew and be back to you
first thing Monday.

Alex



ALL-IN- 1 NOTE

DATE: 10-Feb-1994 12:14pm EST

TO: Andrew Steer ( ANDREW STEER )

FROM: Alexander Shakow, EXTDR ( ALEXANDER SHAKOW

EXT.: 31828

SUBJECT: Rich 2

FYI



ALL-IN- I NOTE

DATE: 09-Feb-1994 11:59am EST

TO: Alexander Shakow ( ALEXANDER SHAKOW )

FROM: Matthew McHugh, EXC ( MATTHEW MCHUGH )

EXT.: 80309

SUBJECT: The Rich Book

Alex:

Attached is the EM I received yesterday from Tom Blinkhorn regarding the
Rich book. His suggestion that an informal group be organized to put together a
strategy/responses to the allegations in the book is a view likely to be shared
by others in the Bank. In any event, given the prominence the book will have
within the institution, we need to be seen as responding quickly and effectively
to this publication.

The EM from Lesley Simmons, which just came in, reinforces the foregoing.
Should we discuss such a task force with Ernie or the President? How would such
a situation normally be handled? Are you in a position to just form a task force
with representation from other units, or must the direction come from top
management?

As you know, one of the first questions is whether we can have a positive
influence on book reviews that will be written shortly. Al's memo indicated that
he has already had contact with the reviewer on the Times, but of course there
will be many others to worry about as well.

I will thank Tom for his thoughts and his offer to help. I will also
indicate that as we mobilize for this effort we will be back in touch with him.

Matt



ALL-IN- I NOTE

DATE: 08-Feb-1994 07:00am EST

TO: Matthew McHugh ( MATTHEW MCHUGH

FROM: Thomas Blinkhorn, EC4HM ( THOMAS BLINKHORN )

EXT.: 80282

SUBJECT: EXT

Matt:

I am delighted to learn from Orsalia's em of yesterday that we
are finally moving on external relations. The memo on the
president's meeting with VPs to all staff is a good start; opens
things up in this place a bit more.

As a former division chief in EXT and former point person for
the Narmada project, I would be pleased to assist you in this
important mission in any way appropriate. You may recall from the
luncheon with Katherine, I am now a division chief for housing
and municipal services in the Baltics and several others former
countries of the Soviet Union.

There is one issue I think you should take action on
immediately. It concerns the new book just on the market by Bruce
Rich of the Environmental Defense Fund "Mortgaging the Earth". It
is one of the most scurrilous diatribes against the Bank that I
have seen in my 20 odd years here. Rich and I had many contacts
and debates over Narmada; he is bright, clever and has many
sources inside the institution. There are enough kernels of truth
in the book to give it some credibility; but it is loaded with
half-truths and inaccuracies and if not countered thoughtfully
will create serious problems for the Bank all over the world.

We need to consider a strategy to deal with them, and not just
defensive. There are several good, balanced people in the world
(not beholden to the Bank) who could be persuaded either to write
a review in important journals ( i.e. Frances Cairncross in the
Economist; Hiro Ishi in Asahi Shimbun; Robert Heilbroner in new
Yorker , etc.) or to do a much more balanced piece about the
Bank's role in enviornmental development. We also need to take
the Rich book apart chapter by chapter and set out what is right
and what wrong. This kind of analysis is necessary to answer
legislators' concerns, reporter's questons etc. We might get
somone like Danny BenOr to counter Rich's charges against the T&V
system.

I suggest an informal group to work on this and would be
pleased to contribute some time. I leave for the Baltics on



Friday for two weeks but can be contacted via all in one.

Best regards,

Tom

CC: Orsalia Kalantzopoulos ( ORSALIA KALANTZOPOULOS
CC: Katherine Marshall ( KATHERINE MARSHALL )



ALL-IN- 1 NOTE

DATE: 10-Feb-1994 12:13pm EST

TO: Andrew Steer ( ANDREW STEER )

FROM: Alexander Shakow, EXTDR ( ALEXANDER SHAKOW

EXT.: 31828

SUBJECT: Rich

FYI



A L L - I N - I N O T E

DATE: 09-Feb-1994 11:37am EST

TO: Matthew McHugh ( MATTHEW MCHUGH

FROM: Alexander Shakow, EXTDR ( ALEXANDER SHAKOW )

EXT.: 31828

SUBJECT: Rich book

Re Rich's book, attached are suggestions from Lesly Simmons on
how to approach it. I wanted to discuss with Andre Steer first,
but you may have some thoughts on it and this will equip you for
starters if Ernie or others ask what we are about.



ALL-IN- 1 NOTE

DATE: 07-Feb-1994 11:50am EST

TO: Alexander Shakow ( ALEXANDER SHAKOW

FROM: Lesley Simmons, EXTIP ( LESLEY SIMMONS )

EXT.: 31785

SUBJECT: Rich's book

Alex:

I read Leif Christoffersen's notes on Rich's book. Our concerns
are in agreement.. .that we need to take the book seriously and be

very careful about how we respond. We agree it is a fascinating
read, and will be widely circulated. It is important to
remember, as Christoffersen points out, that Rich is criticising
the Bank not just from an environmental (and resettlement)
position, but is condemning foreign aid more generally.

To develop a strategy to respond to this book is going to take a
task force drawing people from across the Bank. We must be
quick. The book comes out on 2/23 and newspapers are already
working on reviews and are asking us to provide someone to
respond. Christoffersen lists some excellent elements for such a
strategy. I have taken each of his suggestions and made a
recommendation on how it be tackled. They are as follows:

1. Take the book seriously. Make it recommended reading by
senior management (and indeed by ANYONE who is going to talk
about it or respond to it in any way).

2. Prepare a brief basic fact sheet on the most obvious factual
mistakes. As I mentioned in my report, it will take input from
operational people on what these errors are -- I could not pick
up on any in my close reading of the book. It will take people
who were very closely involved to help us determine these.
RECOMMENDATION: A task force made up of people knowledgeable
about the most quoted projects in the book be put to work to read
the relevant sections and prepare a list of errors and/or ways in
which we can respond to the criticisms. (The projects are:
POLONOROESTE Carajas in Brazil, Transmigration in Indonesia,
Narmada and Sengrauli in India.)

3. Resettlement is a particularly thorny issue because of the
upcoming review. Rich says that the resettlement policy is
laudable and good in priciple but there is no example of a
successful implementation of resettlement in a Bank project.
Christoffersen says we must come up with some examples of
successes and document them. RECOMMENDATION: Someone on the
task force reviewing resettlement be given the task of
documenting a success or two -- and if possible, giving us the



names of some local people who can speak to that success.

4. The Bank's efforts to alleviate indebtedness problems must be
better presented to the outside world. Christoffersen recommends
a booklet which he says could be written based on a study shortly
to be completed by the Debt Division on debt problems in
low-income countries. RECOMMENDATION: Someone from the writers
group be allocated the task of preparing such a booklet or a
consultant be hired.

5. Good, clear and convincing empirical results of success on how
lower income-groups fare under SAL-induced adjustment policies
must be documented. RECOMMENDATION: Someone from the writers
group, or a consultant, work with HRO to document.

6. Prove Rich's point wrong that there is no form of genuine
participation in EAs in Bank operations by documenting short
summaries of example. RECOMMENDATION: ENV identify and write up
such examples.

7. If we have a good story to tell on energy efficiency we should
tell it. (Based on my work with the new policy paper on energy
efficiency, there is little we can do to refute that only 1% of
lending goes to efficiency and conservation because we haven't
really kept statistics. However, someone from EGY should work on
a short refute of the criticisms.)

8. A panel of independent wise men and women. RECOMMENDATION:
Christoffersen is quite specific about the kind of people we
should use. Staff who work with NGOs should come up with a list
of possibilities based on that profile.

9. In addition to these suggestions, I think we should prepare a
a less defensive piece. Something that explains the need for
mainstream development economics and illustrates the improvments
that have taken place -- life expectancy, infant mortality
increases, and such like. If possible, this should be under the
by-line of someone outside of the Bank and not seen as an obvious
stake holder in the Bank. RECOMMENDATION: EXT Management may
wish to work with the President's office and senior management to
identify such a person, alternatively, EXT Management may wish to
approach John Sewell or Jimmy Carter or some other "friend" to do
so. Someone from the writers group to prepare the piece which
should also be place as an op-ed in a large circulation
newspaper.

If these assignments can be completed quickly, the documents
should be made available in a kit to the media, congressional
staff and other infulentials concerned about the ideas expressed
in the book. We will obviously be getting a lot of mail on this,
too. The kit could be used to respond to it.

Lesley



CC: Timothy Cullen ( TIMOTHY CULLEN )



ALL-IN- I NOTE

DATE: 09-Feb-1994 11:37am EST

TO: Matthew McHugh ( MATTHEW MCHUGH )

FROM: Alexander Shakow, EXTDR ( ALEXANDER SHAKOW

EXT.: 31828

SUBJECT: Rich book

Re Rich's book, attached are suggestions from Lesly Simmons on
how to approach it. I wanted to discuss with Andre Steer first,
but you may have some thoughts on it and this will equip you for
starters if Ernie or others ask what we are about.



ALL-IN- 1 NOTE

DATE: 07-Feb-1994 11:50am EST

TO: Alexander Shakow ( ALEXANDER SHAKOW )

FROM: Lesley Simmons, EXTIP ( LESLEY SIMMONS )

EXT.: 31785

SUBJECT: Rich's book

Alex:

I read Leif Christoffersen's notes on Rich's book. Our concerns
are in agreement.. .that we need to take the book seriously and be
very careful about how we respond. We agree it is a fascinating
read, and will be widely circulated. It is important to
remember, as Christoffersen points out, that Rich is criticising
the Bank not just from an environmental (and resettlement)
position, but is condemning foreign aid more generally.

To develop a strategy to respond to this book is going to take a
task force drawing people from across the Bank. We must be
quick. The book comes out on 2/23 and newspapers are already
working on reviews and are asking us to provide someone to
respond. Christoffersen lists some excellent elements for such a
strategy. I have taken each of his suggestions and made a
recommendation on how it be tackled. They are as follows:

1. Take the book seriously. Make it recommended reading by
senior management (and indeed by ANYONE who is going to talk
about it or respond to it in any way).

2. Prepare a brief basic fact sheet on the most obvious factual
mistakes. As I mentioned in my report, it will take input from
operational people on what these errors are -- I could not pick
up on any in my close reading of the book. It will take people
who were very closely involved to help us determine these.
RECOMMENDATION: A task force made up of people knowledgeable
about the most quoted projects in the book be put to work to read
the relevant sections and prepare a list of errors and/or ways in
which we can respond to the criticisms. (The projects are:
POLONOROESTE Carajas in Brazil, Transmigration in Indonesia,
Narmada and Sengrauli in India.)

3. Resettlement is a particularly thorny issue because of the
upcoming review. Rich says that the resettlement policy is
laudable and good in priciple but there is no example of a
successful implementation of resettlement in a Bank project.
Christoffersen says we must come up with some examples of
successes and document them. RECOMMENDATION: Someone on the
task force reviewing resettlement be given the task of
documenting a success or two -- and if possible, giving us the



names of some local people who can speak to that success.

4. The Bank's efforts to alleviate indebtedness problems must be
better presented to the outside world. Christoffersen recommends
a booklet which he says could be written based on a study shortly
to be completed by the Debt Division on debt problems in
low-income countries. RECOMMENDATION: Someone from the writers
group be allocated the task of preparing such a booklet or a
consultant be hired.

5. Good, clear and convincing empirical results of success on how
lower income-groups fare under SAL-induced adjustment policies
must be documented. RECOMMENDATION: Someone from the writers
group, or a consultant, work with HRO to document.

6. Prove Rich's point wrong that there is no form of genuine
participation in EAs in Bank operations by documenting short
summaries of example. RECOMMENDATION: ENV identify and write up
such examples.

7. If we have a good story to tell on energy efficiency we should
tell it. (Based on my work with the new policy paper on energy
efficiency, there is little we can do to refute that only 1% of
lending goes to efficiency and conservation because we haven't
really kept statistics. However, someone from EGY should work on
a short refute of the criticisms.)

8. A panel of independent wise men and women. RECOMMENDATION:
Christoffersen is quite specific about the kind of people we
should use. Staff who work with NGOs should come up with a list
of possibilities based on that profile.

9. In addition to these suggestions, I think we should prepare a
a less defensive piece. Something that explains the need for
mainstream development economics and illustrates the improvments
that have taken place -- life expectancy, infant mortality
increases, and such like. If possible, this should be under the
by-line of someone outside of the Bank and not seen as an obvious
stake holder in the Bank. RECOMMENDATION: EXT Management may
wish to work with the President's office and senior management to
identify such a person, alternatively, EXT Management may wish to
approach John Sewell or Jimmy Carter or some other "friend" to do
so. Someone from the writers group to prepare the piece which
should also be place as an op-ed in a large circulation
newspaper.

If these assignments can be completed quickly, the documents
should be made available in a kit to the media, congressional
staff and other infulentials concerned about the ideas expressed
in the book. We will obviously be getting a lot of mail on this,
too. The kit could be used to respond to it.

Lesley



CC: Timothy Cullen ( TIMOTHY CULLEN )



A L L - I N - 1 N O T E

DATE: 09-Feb-1994 11:59am

TO: Alexander Shakow ( ALEXANDER SHAKOW )

FROM: Matthew McHugh, EXC ( MATTHEW MCHUGH )

EXT.: 80309

SUBJECT: The Rich Book

Alex:

Attached is the EM I received yesterday from Tom Blinkhorn regarding the
Rich book. His suggestion that an informal group be organized to put together a
strategy/responses to the allegations in the book is a view likely to be shared
by others in the Bank. In any event, given the prominence the book will have
within the institution, we need to be seen as responding quickly and effectively
to this publication.

The EM from Lesley Simmons, which just came in, reinforces the foregoing.
Should we discuss such a task force with Ernie or the President? How would such
a situation normally be handled? Are you in a position to just form a task force
with representation from other units, or must the direction come from top
management?

As you know, one of the first questions is whether we can have a positive
influence on book reviews that will be written shortly. Al's memo indicated that
he has already had contact with the reviewer on the Times, but of course there
will be many others to worry about as well.

I will thank Tom for his thoughts and his offer to help. I will also
indicate that as we mobilize for this effort we will be back in touch with him.

Matt



ALL-IN- 1 NOTE

DATE: 08-Feb-1994 07:00am EST

TO: Matthew McHugh ( MATTHEW MCHUGH )

FROM: Thomas Blinkhorn, EC4HM ( THOMAS BLINKHORN

EXT.: 80282

SUBJECT: EXT

Matt:

I am delighted to learn from Orsalia's em of yesterday that we
are finally moving on external relations. The memo on the
president's meeting with VPs to all staff is a good start; opens
things up in this place a bit more.

As a former division chief in EXT and former point person for
the Narmada project, I would be pleased to assist you in this
important mission in any way appropriate. You may recall from the
luncheon with Katherine, I am now a division chief for housing
and municipal services in the Baltics and several others former
countries of the Soviet Union.

There is one issue I think you should take action on
immediately. It concerns the new book just on the market by Bruce
Rich of the Environmental Defense Fund "Mortgaging the Earth". It
is one of the most scurrilous diatribes against the Bank that I
have seen in my 20 odd years here. Rich and I had many contacts
and debates over Narmada; he is bright, clever and has many
Ssources inside the institution. There are enough kernels of truth
in the book to give it some credibility; but it is loaded with
half-truths and inaccuracies and if not countered thoughtfully
will create serious problems for the Bank all over the world.

We need to consider a strategy to deal with them, and not just
defensive. There are several good, balanced people in the world
(not beholden to the Bank) who could be persuaded either to write
a review in important journals ( i.e. Frances Cairncross in the
Economist; Hiro Ishi in Asahi Shimbun; Robert Heilbroner in new
Yorker , etc.) or to do a much more balanced piece about the
Bank's role in enviornmental development. We also need to take
the Rich book apart chapter by chapter and set out what is right
and what wrong. This kind of analysis is necessary to answer
legislators' concerns, reporter's questons etc. We might get
somone like Danny BenOr to counter Rich's charges against the T&V
system.

I suggest an informal group to work on this and would be
pleased to contribute some time. I leave for the Baltics on



Friday for two weeks but can be contacted via all in one.

Best regards,

Tom

CC: Orsalia Kalantzopoulos ( ORSALIA KALANTZOPOULOS
CC: Katherine Marshall ( KATHERINE MARSHALL )



THE WORLD BANK/IFC/M.I.G.A.

ROUTING SLIP DATE: February 8, 1994

NAME ROOM NO.

S. Sandstrom

I. Serageldin

J. Linn

A. Shakow

A. Steer

URGENT PER YOUR REQUEST

FOR COMMENT PER OUR CONVERSATION

FOR ACTION SEE MY EMAIL

FOR APPROVAL/CLEARANCE FOR INFORMATION

FOR SIGNATURE LET'S DISCUSS

NOTE AN) CIRCULATE NOTE AND RETURN

RE:

REMARKS:

Attached are two interesting reviews/comments

of Bruce Rich's book "Mortgaging the Earth,"

by Leif Christoffersen and Lesley Simmons.

Enjoy.

FROM: ROOM NO.: EXTENSION:

Mohamed T. El-Ashry S-5055 33202



AANK/IFO/MIGA

ACE MEMORANDUM

oATE: February 2, 1994

TO: Alexander Shakov, Director, EXT CONPTD ET LLW

FROM: Lesley cns

JNSION: 31785

SUBJECT: Mortgaginz the Earth

Bruce Rczh's book is a well written and interesting read that will

undoubtedly reach many people ad enoouSly increase the nsner or

critics and criticisms of the Bank. While Rinc ebellshes and

exaggerates some examples, I don't think his analysis is terrhbly

inaccurate. Eis writing is emotive, beginning with a chapter on the

Bangkok Annual Meetings that draws ccmpar-sofns between the opulence and

stuffiness of the Bank meetings (limos, speeches, good living, and just

one delegate death by a self in-flited drug overdose) and the poverty and

powerlessness of the people of Bangkok and the delegates at the Peoples

F o r=.

The bock's overall thesis is that the World Bank is no longer a

useful organization, in fact, as he describes the history of the Bank --

which he does accurately and interestingly -- Rich suggests it never has

been terribly useful. He uses Weberian theory to describe an institution

whose sole functton has been to perpetuate itself. He suggests that

fundable projects always were but are now more and more difficult to find.

But Bank staff, faced with pressure to lend if their career is to be a

success, encourage governments to finance ecological and social disasters.

He claims, for example, the T & V System in India is a failure descrbing

how visits are seldom made and information not passed down to rarners.

But the Bank pressures officials to declare it a success. Why? To move

money, the same reason that he attributes anything the. Bank does. Even

efforts at reducing urban poverty which focused on upgrading slum

neighborhoods suffered problems of deflection of benefit, he says, despite

what he calls "laudable intentions". Why? Because social and political

conditions are ignored. Rich blames the Bank for, among other things,

resettlement disasters, deforestation, prostitution, propping up corrupt

governments, promoting the creation of independent autonomous project

authorities such as ECAT and NTPC that operated according to their own

charters and rules, often drafted in response to Bank suggestions, and

vast income inequalities. He claims the Bank is not accountable and

describes the Board as being a rubber stamp.

To support his arguments Rich draws on OED sources and Wappenhans,

as well as outsiders and gives an alarming description of Bank staff being

brought before the Ethics Officer after a document was leaked to an NGO.

He footnotes at one point a reference attributed to Bank staff who must be

nameless if they are to retain their jobs.

The section on Bank lending to repressive governments is extremely



Alexander Shakow - 2 February 2, 1994

damning -- this is one area that I am weak on and don't know why the Bank

would not have lent to Chile under Allende (although I do know the

arguments for lending to Pinochet's Ci1 e). Romania under Ceaucescu is

another example. Rich's a own development philosophy comes out very late in

the book. While I'm not sure that influentials among our shareholders

would be terribly enamored with his redistribution of wealth from North to

South argument, the damage of his description of some of our worse

projects and programs, is done long before most readers come to Rich's

alternative philosophy. Incidently, Rich scorns "sustainable development"

which he calls an oxymoron.

The examples Rich uses to describe the failure of Bank projects are

tredictaile. Brazil's PCLCNOROESTE and Carajas, Indonesia's

Transmigration, India's Sengrauli and Narmada, the TFAP, ThaIland' Pak

Mun, in fact, new dams period (he favors energy efficiency measures and

says that Bank documents on Pak Man show energy efficiency and

conservation would have been cheaper), etc.. As I read the histories or

the project's development and the NGOs efforts (particularly EDF's) to

point out the problems with tne, I am not at all su-prised that the

Bank's image is so bad. While I have not worked in operations, my first

assioment in IPA was to document the background to the preparation ant

arpraisal of POLONOROESTE. I heard myself from staff who said that their

views and consultant reports had been cuashed and ignored. I saw the

responses we wrote to EDF and others. If there are exaggerations or

inaccuracies in his descriptions it is the operational people who were

involved in all of these projects who will have to tell us. Only in one

place did I feel Rich was on shaky ground, in his analysis of a World Bank

involvement in the BCCI scandal. If it weren't for a footnote he could

probably be sued for liable.

Rich does a great job, too, of taking our arguments and dIsmissing

them. Such arguments for example, as "If the Bank wasn't funding the

project things would be worse." Or that certain projects were approved

before Guidelines were in place -- he says they should have been

retroactive but in any event, Governments don't adhere to them. Even

where the Bank tries to encourage participatory development as in the

example of water user committees he points out we are unsuccessful.

"...such clumsy top-down efforts failed, since it was difficult to

interest local farmers in intensive management of resources over which

they had lost control." He claims that if the full cost of resettlement

and economic rehabilitation were included in project appraisals the

projects would be economically non-viable. He is very scornful of our

attempts to claim we are learning from our mistakes, too. He points out

that our own evaluation staff, (OED) are ignored. Their status is

questionable, they are viewed by operational staff as outside of the

mainstream, and unimportant. And in any event, at whose expense is this

learning by doing?

The GEF is described as a fund to help make Bank loans more

palatable to governments by providing soft financing to go with the Bank

loan and as a way of reducing the negative net transfer. He uses the

Congo project as an example of how the Bank is using the GEF to do more of

the same.
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Perhaps the weakest point in his arguments surrounds the discussion
brought in throughout the book on negative net transfers which he uses as

a reason to promote forgiveness of Bank debt.

While Rich clearly would lIke to see the Bank abolished he concludes
with a call to reduce funding as a means to pressure the Bank to

restructure: by providing,

1. public access to informaticn and participation in meaningful, open,

hearings to consider alternatives before development decisions proceed (he
describes the recent policy change on public information but it does not
approach the depth of change he asks for).

2. an independent appeals comlissicn (again, the inspection panel is a
much watered down version of his recomendation).

3. staff to be accountable (he describes how staff responsible for

earlier debacles were promoted, IncludIng the stat: member responsible for
public infc=ation during POLONOROESTE being promoted to work on Narmadal)

4. debt forgiveness by allocating $10 billion of liquid reserves to

poorest countries.

5. changes in the Charter to incorporate goals comensurate with the
values of global civil -- i.e. promote democracy, human rights, and

social equity as well as economic welfare and ecological balance and
conservation of other life forms.

Rich wraps up by proposing a three pronged strategy (apparently for
the US Congress to carry out): (i) decrease funding; (ii) support a
variety of more flexible institutions and networks (he favors the programs
of the Inter-American and African Development Foundations and Appropriate
Technology International); and (iii) call on governments to address the
agenda suppressed at the Earth Su=mit and strike a new global bargain on
debt relief and fair trade between north and South. The 50th Anniversary
of the World Bank is the appropriate time to do this.

From a public relations point of view it is difficult to know how to
respond to this very damning piece of literature. I think we do need to
respond to the idea of debt forgiveness and why this is not in the
interest of either the industrial or the developing countries. Rich does
not really examine what such a measure would do to our financial
reputation (or to the status of shareholders' callable capital should our
financial situation become shaky) or what repercussions it might have on
the availability of low interest loans to our borrowers (although I expect
he knows all of this). We should aim at explaining these issues to the US
Congress, and their equivalent amongst other major shareholders.

Rich does not, of course, talk about any of the good things we have
done. Because he spends so much time analyzing the inappropriateness of
the institution generally, that argument is difficult to make. His

chapter devoted to the description of McNamara's contribution to the

growth of the Bank, for example, is likened to a Faustian enterprize. And
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in Chapter 6 titled The Emperors New Clothes he uses three areas to show

that it is not just the Bank that is at fault, it is the worldwide market-

based development philosophy. He illustrates the argument with

discussions of resettlement, forestry, and energy.

With the resettlement review about to become public we will be even

more vulnerable to Rich's criticism about this issue. If the Bank and its

borrowers are to continue with the kind of projects that have brought
about failure, social disruption, and hard hitting criticism, we are going
to have to find some better arguments than those we have used in the past.
We Iow there are more such projects in the pipeline.
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TO: Mr. Andrew Steer Deputy Director, ENVDR

FROM: John Redwood III, ENVLW

EXTENSION: 31693

SUBJECT: References tg QED Brazil Environment Study in Bruce Rich's Recent Book

1. As per your request, I have reviewed those sections of the recently published
book by Bruce Rich entitled Mortgaging the Earth: The World Bank, Environmental
Impoverishment, and the Crisis of Development (Beacon Press, Boston, 1994) which
refer to and/or quote from draft reports prepared as partial outputs of the OED study
"World Bank Approaches to the Environment in Brazil: A Review of Selected Projects."
I present a few general comments below and provide more detailed observations on each
of the specific references to the OED study in Rich's book in an annex.

2. All of the direct citations from the OED study are in Chapter 6 of Rich's book,
which contains a subsection on OED, and are drawn (obviously without the Bank's
permission) from draft versions of the following OED reports: (i) Carajas - March 21,
1990; (ii) Sao Francisco Valley - (specific date not cited) 1990; and (iii)
POLONOROESTE - November 26, 1990. I do not know how Rich obtained these
reports although I was definitely not the source. However, the draft reports, which
were all labeled "Confidential," were distributed for comments first to LAl, LATEN and
selected other Bank staff, and then at a later stage to the Brazilian Government, as per
normal OED procedures for all evaluation studies involving particular countries. It is
curious that no references are made to final versions of these reports, to the overview
report for the study as a whole or to the draft case study report on urban-industrial
pollution control in Sao Paulo, which was the first such report to be completed. I no
longer have copies of the early drafts, so I am only able to compare Rich's citations with
the text of the reports which went into grey cover (No. 10039, April 30, 1992) in the
specific observations contained in the Annex.

3. My general impression of Rich's references to the OED study is that, while much
of what he says is true and is indeed based on the draft reports, in many, if not most,

I at no time gave any documentation from the study to anyone outside the Bank. I
did have lunch once early on in the study (i.e., before any of the draft reports had been
produced), at their request, with Bruce Rich, Steve Schwartzman and Lori Udall of the
Environmental Defense Fund, who were already generally aware of the study at that time.
We discussed the general purpose and nature of the exercise. I had a similar luncheon
meeting, at his request, with Tom Lovejoy at the Smithsonian at about the same time.
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instances he (sometimes considerably) overstates, oversimplifies, and/or distorts the
findings/conclusions of the study as these are presented in the final OED documents.
This appears to occur in part because the direct quotations are taken out of context and
in part because Rich chooses to interpret some study results in ways that support his own
pre-determined conclusions, misleadingly attributing them to OED. Specific illustrations
of this are given in the Annex.

4. Given the extent to which the actual OED findings are misstated by Rich, it might
now be worth (ex-post) making the five-volume grey cover April 1992 report available
to the public by placing a set in the Bank's Public Information Center for consultation,
especially since the overview document has been published (October 1993) and the joint
dissemination seminar has already been held in Brazil (December 1993). In the spirit of
greater transparency with respect to Bank efforts to learn from past experience, ENV
might want to formally suggest that OED and EXT seriously consider this possibility.

cc: Mohamed T. EI-Ashry, ENVDR; Alexander Shakow, EXTDR; Hans-Eberhard
Kopp, OEDDR.



Annex

Specific Comments on References to 0ED Brazil Environment Study
in Bruce Rich, Mortgaging the Earth

1. The first direct reference to the OED study is to the draft POLONOROESTE report
and can be found on pg. 155 (Ch. 6, end note 10): "In Brazil, the government's
planned, concerted efforts to modernize and rationalize agriculture from small
holdings producing food for domestic consumption into a capital-intensive, export-
oriented machine for earning foreign exchange resulted in the uprooting of 28.4
million people between 1960 and 1980 -- a number greater than the entire population
of Argentina." This figure and the comparison with the population of Argentina are
drawn from para. 27 of Annex I (and Table 1-2) of the OED report. However,
Rich's statement, while not incorrect, overstates the role of government
agricultural modernization policies with respect to rural outmigration, which was
due to numerous factors including rapid rural population growth and poverty,
particularly in the Northeast. (Note from Table 1-2 that nearly 9.4 million or the
estimated 28.4 million rural outmigrants between 1960 and 1980 came from the
Northeast, while close to 10 million came from Sao Paulo and the South).

2. The next reference is also on pg. 155 (end note 12): "The central point to be made
here is that increasing capitalization of agricultural production reduced the
physical and social space available to small-scale producers of all types in south-
central Brazil... .The analysis of extensive rural outmigration during the past several
decades, in short, indicates that this phenomenon was not so much a response to
relative levels of poverty in the various parts of Brazil as it was a reflection of the
timing and rhythm of agricultural modernization. In this connection, it is significant
that the rural exodus of the 1970's occurred first and most intensively in the more
developed areas of Sao Paulo, Parana, and Rio Grande do Sul, where modem
agricultural technology is most prevalent." [Emphasis added by Rich]. This was
taken from paras. 27-28 in Annex I of the OED document. However, there are some
differences with the final OED text. The first sentence in the OED text, for example,
begins "on a more general level, the" rather than "the central point to be made here
is that," as in Rich's citation. The rest of the sentence, however, is the same. The
second and third sentences of Rich's citation are the same as in the OED version
although the OED version is slightly longer: "...where modern agricultural
technology is most prevalent, rather than, as in earlier decades, in the less developed
Northeast and the poorer parts of the Southeast such as Minas Gerais and Espirito
Santo."

3. The next set of references (pp. 157-160, end notes 16-22) are from the draft Sao
Francisco valley report and refer essentially to the Itaparica Resettlement Project.
The first direct quotation is as follows: "For the first time in any comparable
Brazilian project, therefore, displacees were offered a comprehensive range of



2

resettlement options which did not automatically spell disaster for the a large
proportion of those affected." This statement can be found in para. 6.66 of the final
OED report which follows a description of the specific resettlement options actually
selected by the rural population displaced by the Itaparica reservoir (para. 6.65).

4. The long footnote after this citation ("Obviously, this is a lamentable
comment......"), while not entirely incorrect, oversimplifies and distorts the findings
of the OED report. The OED report does not use the language utilized by Rich
("The same report, prepared by the Operations Evaluation Department, indicts the
Bank's record in three 1970s projects -- the Paulo Afonson (sic) IV (Sobradinho)
Hydropower and the Lower Sao Francisco Polders and Second Sao Francisco
Irrigation Projects -- which uprooted and destroyed the livelihoods of 130,000 poor
without adequate restitution. The projects caused massive problems of
downstream destruction of floodplain agriculture and upstream pollution from
uncontrolled use of pesticides and fertilizers, as well as the poisoning of domestic
water supplies, fish, and crops. Poor irrigation management promoted spreading
soil salinization. These projects were leading examples of the McNamara poverty
strategy in Brazil, and even on these terms, they failed: the OED evaluation
concludes that the projects benefitted not the poor, but a relatively small number
of landowners, concentrating large holdings, promoting a capital-intensive,
export-oriented integrated agriculture that 'may have an adverse impact on local
poverty levels and food security, while also contributing to the rapid growth of urban
squatter settlements."' [emphasis to indicate principal areas of distortion in Rich's
statement]. There are several problems with Rich's treatment:

(a) nowhere does he mention that the Lower Sao Francisco Polders and Second
Sao Francisco Irrigation Projects were designed as "emergency" projects
precisely to try to correct/compensate for the downstream impacts of the
Sobradinho dam on the agricultural floodplain near the mouth of the river;

(b) the "massive" problem of downstream destruction of floodplain agriculture --
involved 9,000 ha, which were partially saved by the two Lower Sao Francisco
(LSF) projects, which absorbed an estimated 15-20,000 of the estimated 50,000
displaced original rural inhabitants of the region; one reason -- not mentioned
by Rich, but cited in the OED report -- why a larger number of the original
displaced rural population in the lower valley was not accommodated in the
LSF projects was the unexpected expansion of sugar cane for alcohol
production into areas on the Alagoas side of the river that were originally
intended to be used for additional polder/irrigation schemes;

(c) the report does not identify a "massive" problem of "upstream pollution from
uncontrolled use of pesticides and fertilizers" -- although some water pollution
from increased agro-chemical use for irrigated agriculture in the lower valley
itself was detected; furthermore, nowhere does the OED report affirm that the



projects caused "the poisoning of domestic water supplies, fish, and crops";
what the report does say is the following (para. 21 of the Executive Summary):
"The major ecological hazard facing the valley as a whole springs from the
largely uncontrolled use of agrotoxic substances such as fertilizers,
herbicides and pesticides for irrigated agriculture. Contamination of
domestic water supplies, crops and even fish could present a major danger
to public health in the future, with some initial symptoms already being
apparent."

(d) while it is correct that the two LSF (but not Paulo Afonso IV) projects were
examples of the "McNamara poverty strategy in Brazil," the OED evaluation
does not conclude that "the projects benefited not the poor, but a relatively
small number of landowners, concentrating large holdings, promoting a capital-
intensive, export-oriented irrigated agriculture..."; what the report does
conclude (paras. 18-19 of the Executive Summary) is the following: "...the
creation of Lake Sobradinho has facilitated the expansion of capital-
intensive irrigated agriculture (about 177,000 hectares by 1988, well over
half of which was in private hands). Much of this production is oriented to
higher-value export crops and is largely concentrated in the area polarized
by Petrolina-Juazeiro. There has been a corresponding spread of agro-
industrial processing enterprises, served by an increasingly sophisticated
transport and communications network. This has had an important multiplier
effect, helping to stimulate local commerce and creating employment,
especially temporary wage labor.... The impressive economic growth in the
middle valley over the past two decades, however, has also been
accompanied by a process of land concentration as small farming has
become less viable and land values have risen, encouraging land sales and
out-migration. As a result the traditional class of independent, semi-subsistence
smallholders is gradually being replaced by more capitalized and
commercially oriented farmers, many of whom have come to the area from
other parts of Brazil or abroad. Although it is difficult to predict how far
this process will advance, more traditional tenure relations such as
sharecropping are finding a place in the new production systems.
Nevertheless, these marked alterations in cropping patterns, landownership
and employment structures may have an adverse impact on local poverty
levels and food security, while also contributing to the rapid growth of urban
squatter settlements. " [emphasis added to highlight specific differences from
Rich's statement]

5. The occurrence of increased protests and social problems (including alcohol abuse)
as the result of the delays in providing irrigation infrastructure for rural resettlers
from Itaparica is correct (pg. 158, end note 17). However, the final OED text does
not specifically mention either child abuse or divorce. The relevant section of the
actual text (para. 6.80) reads as follows: "...since the actual population transfer took
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place in late 1987 and early 1988, the level of frustration and associated social
problems have markedly increased. Intra-communal violence associated with alcohol
abuse has become more widespread since the move, leading to the disintegration of
some families and a climate of tension within the community. Morale is generally
low and, although farmers continue to look to the future with a degree of cautious
optimism, this is tempered by growing despair over CHESF's failure to guarantee the
prompt resumption of economic activities. According to company officials,
resentment against officials was running so high in Caraibas [one of the rural
resettlement schemes] that, for fear of being assaulted, CHESF personnel could only
visit the project in unmarked cars. CHESF has been subject to a steady stream of
protest notes over this issue, both from white farmers through POLOSINDICAL
[the regional rural labor union consortium] and from the Tuxa Amerindians."

6. The description of the experience of the Tuxa Indians on pg. 159 (end notes 18-20)
is correct. The first passage cited on pg. 159 ("irrigated by... .commercial surplus")
can be found in para. 6.74 of the final OED Sao Francisco report. The second
passage ("Although acculturated.... become commonplace") can be found in para.
6.75 of this report. The third citation on that page, referring to a Bank country staff
memorandum ("if anything... FUNAI") is found in footnote 57 on pg. 95 of the final
OED case study report.

7. The reference on pg. 160 (end note 21) to the President's Memorandum (not
appraisal report) for the supplementary loan for the Itaparica Resettlement Project
("the Bank 1990 appraisal report for the $100 million Itaparica Supplemental
Resettlement loan argued that this extraordinary attention was necessary because the
very credibility of the Bank's resettlement policy was as stake") is apparently based
on para. 4.68 in the final OED report whose actual language -- based on the
President's Memorandum -- was: "It was argued, finally, that, if the latter [i.e., a
decision not to go ahead with the supplementary loan] should occur, outside
observers would question the Bank's commitment both to the project and to its
own resettlement policy, while future Bank-Government dialogue on the social and
environmental aspects of hydropower development might be jeopardized." [the most
relevant section has been highlighted]

8. The last citation in relation to Itaparica (pg. 160, end note 22) ("Despite its enormous
cost, the Bank's Operations Evaluation Department concluded that the Itaparica
Resettlement Plan was 'still considered to be the least-cost solution for carrying out
a comprehensive program of this nature and indicate[s] the financial repercussions
that are likely when executing and funding agencies are required to meet the full
relocation obligations to the affected populations."') is based on para. 16 of the
Executive Summary of the final OED Sao Francisco report and is also largely
correct. It should be noted, however, that the statement that the plan adopted for
rural resettlement at Itaparica was the "least-cost" solution was reproduced from the
aforementioned President's Memorandum for the Supplemental Loan and was
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not OED's "conclusion" since OED made no independent attempt to determine the
least-cost solution. See footnote 80 on page 52 of the final OED case study report.

9. In the section on OED (pp. 171-175), the Brazil reports are again featured, especially
those on Carajas and POLONOROESTE. The approach paper for the Brazil
Environment Study is also mentioned (end note 48). This document was sent to the
Joint Audit Committee of the Board of Directors in June 1989. It should be
emphasized that Rich's statement on pg. 172 that "The conclusions [of the OED
study] vindicated many of the most strident criticisms of nongovernmental critics over
the past decade" reflects his interpretation of the study's findings based
apparently only on the preliminary drafts of three of the four case study reports
and excluding the overview report (even in draft form) which presents the cross-
cutting conclusions and recommendations of the study as a whole.

10. On pp. 172-73 (end note 49), Rich affirms that "the OED report on
POLONOROESTE accuses Bank staff of never having properly appraised the project
to begin with. Accurate soil surveys that would be requisite for land settlement do
not exist to this day, nor does much other basic knowledge; a leading scientist in a
Bank-financed assessment [Philip Fearnside of the Institute of Amazon Studies,
INPA, in Manaus] described in 1989 the protected areas as "a farce"; and the main
source of economic growth in the region has been the creation of a huge government
bureaucracy fueled by international funding, and predatory logging and gold mining,
as well as a bubble of land speculation linked to a highly inflationary economy. Most
damming of all, the OED report accuses the proponents of the project both within the
Bank and in Brazil, of actively -- and successfully -- hindering their more critical
colleagues from completely appraising the project, and concludes that if the Bank had
refused to fund POLONOROESTE it would have bought time for the rainforest and
its people, and reduced the legitimacy of unsustainable frontier agricultural
colonization schemes."

This interpretation is essentially correct although, as in the Sao Francisco case, Rich
oversimplifies and distorts what the final OED report actually says:

(a) The report, for example, does not argue that the "main" source of economic
growth in the region has been "the creation of a huge government
bureaucracy fueled by international funding." The Executive Summary of
the final OED report (paras. 40-44), describes the main elements in -- and
prospects for -- the regional economy in the following terms:

"One of the paradoxes of POLONOROESTE is that, despite its failure to
achieve many of its declared objectives, recent occupation of the Northwest has
generated considerably more economic activity and wealth in the short run than
many inside or outside the Bank anticipated. This prosperity, however, has



come about in unexpected ways and at considerable expense to both the natural
environment and traditional, particularly Amerindian populations....

As concerns agriculture, possibilities for future absorption of large numbers
of additional small farmers in the region are slim. Given the peculiarities of
local ecosystems, it is unlikely that broad, encompassing solutions will ever
work. Rather, painstaking site-specific approaches suited to the particular
ecological and socio-economic conditions of different subareas, necessarily
including improved soil and forest management techniques, the recuperation of
degraded pasture lands and the promotion of extractive reserves, should be
implemented. Given the region's distant location in relation to major domestic
consumer markets, furthermore, it is likely that most future demand for
agricultural produce will come from local sources and that commercial tree
crop (eg. coffee and cocoa) production, while environmentally less harmful
than that of annual crops, will remain at a competitive disadvantage vis-a-vis
production of these commodities elsewhere in Brazil.

The rapid growth of both small and larger-scale cattle raising in Rondonia
over the past decade, in turn, makes this activity a persisting issue in regional
development. Available evidence suggests that ranching is a comparatively
undesirable way of utilizing tropical forest areas from an ecological standpoint.
From a social and economic perspective, however, small-scale livestock raising
seems to play a crucial role in small-farmer survival strategies, while
increasing demand for meat and dairy products appears to have stimulated the
formation of larger herds in some parts of the region....

The extraction of timber is also bringing considerable prosperity to the region,
particularly Rondonia. As currently practiced in the Northwest, however, this
is a temporary and largely predatory source of wealth that can be sustained
only so long as the initial stock of commercial hardwoods is not depleted.
Mining and prospecting, while not explicitly considered by
POLONOROESTE, likewise represent a significant source of regional income
at present. The backward and forward linkages of cassiterite and gold mining,
as of logging, are extremely important for the regional economy, including its
agricultural economy, but their future duration is hard to foresee. In any
event, once these extractive activities move on as to yet unexploited areas
elsewhere on the frontier, most of the processing industries and services
associated with them will also leave, thus "pulling the rug" out from under
much of the regional urban economy....

The flow of public revenues to the Northwest due to POLONOROESTE and
other sources, finally, has been another important contributing factor to
regional economic growth. The program helped to create, expand and/or
support a number of federal and state, including environmental, agencies



7

in the area, in the process creating considerable direct and indirect local
employment. Future possibilities of maintaining federal investments and
revenue transfers at the levels observed over the past decade, however, are
limited...."

(b) Even though, with the benefit of hindsight, it sharply criticizes program
preparation - including the lack of a more thorough ex-ante environmental
assessment - the final OED report does not explicitly "accuse" "Bank staff
of never having properly appraised the project to begin with." Again, to
cite the Executive Summary (para. 46): "Inside the Bank, there was a sincere
desire to improve the living and productive conditions of the rural
population already residing in the Northwest and to help prepare the region
for and protect its natural environment and tribal populations against the
pressures of further migration and rural settlement that were considered
certain to come whether the BR-364 highway was paved or not. There was
also a desire to test an evolving approach to rural development and land
settlement in a tropical environment and to increase lending to an
important client country at a time when its foreign exchange requirements
were rapidly increasing. The convergence of these diverse and legitimate
interests, however, ultimately resulted in both an underestimation of the
true social and environmental risks associated with the program and an
equally serious overestimation of the Borrower's institutional capabilities
and commitment to the goals of environmental and Amerindian protection.
These interests, moreover, may have hindered a more adequate ex-ante
assessment and understanding of the broader ecological, demographic, socio-
economic, and political-institutional characteristics and dynamics of the
emerging Northwest frontier. "

(c) And while it discusses the various debates within the Bank prior to loan
approval regarding the soundness of and risks associated with the program, the
final OED report does not "accuse" "the proponents of the project, both
within the Bank and in Brazil, of actively - and successfully - hindering
their more critical colleagues from completely appraising the project."
What it does say (Executive Summary, para. 45) is that: "At least part of the
discrepancy between POLONOROESTE's ambitious objectives and its more
limited achievements stems from the distorting influence of powerful economic
and political interests behind the program or which subsequently benefitted
from it, together with the Bank's not having fully anticipated the potential
impact of these influences. Despite dissenting views and cautionary advice
in both the Bank and Brazil, POLONOROESTE was implemented because
it generated considerable momentum in different sectors."

(d) It is basically correct, however, that the OED report concludes that "if the
Bank had refused to fund POLONOROESTE it would have bought time for the



rainforest and its people, and reduced the legitimacy of unsustainable frontier
agricultural colonization schemes." The relevant actual text of the OED report
is as follows (Executive Summary, paras. 47-48):

"Two questions are critical for any evaluation of the Bank's role in
POLONOROESTE: should the Bank have become involved in Northwest
development in the first place and, if so, what could it have done differently
in order to have avoided or more effectively reduced the program's adverse
social and ecological consequences? The key point in relation to the frst
question would seem to be that, in the absence of the Bank's support which
provided legitimacy as well as fimancial resources to the program, on
account of the severe fiscal crisis in Brazil in the early 1980's, if for no
other reason, it would probably have taken longer to transform the BR-364
highway into an all-weather thoroughfare and to expand the regional
feeder road network. Thus, the migrants who arrived in Rondonia during
the early and mid-1980's would probably not have materialized in such
large numbers or as quickly as they did.

This time element was essential for the subsequent chain of events since the
dominant characteristics of the region's occupation over the past decade have
been the rapidity and largely uncontrolled nature of both rural and urban
settlement and the closely related expansion of extractive activities, including,
as currently practiced, much small-farmer agriculture itself. Had the
program's road improvements been delayed and even though there is no
guarantee that these actions would actually have taken place, valuable time
might have been gained to undertake more detailed soil and other natural
resource surveys, to perform more thorough assessments of regional agro-
ecological, agronomic, and socio-economic potentials and constraints, to
rationalize existing settlement strategies and further improve colonization
design, to better absorb the migrants who had already arrived and,
perhaps most importantly, to establish and/or strengthen environmental
protection legislation, institutions and enforcement mechanisms....

11. The references to the draft OED report on Carajas on pp. 173-174 (end notes 50-52)
are also essentially correct, but yet again Rich's treatment includes some significant
distortions.

(a) The citation in the first footnote on pg. 173 ("Despite [the] stated
concern... .preappraisal mission) coincides with part of the text of paras. 5.16-
5.17 in the final OED report. The second citation in this note ("The terms of
reference...the so-called Greater Carajas Program.") can be found in footnote
24 on page 61 of the OED report.
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(b) The quotation in the second footnote on pg. 173 ("One senior advisor
express[ed]...on future regional development.") can be found in para. 5.28 and
footnotes 37 and 38 of pg. 66 of the final OED report. The author of the June
10, 1982 memorandum was Ernest Stem although this is not mentioned in the
OED report. It is misleading, however, to affirm, as Rich does, in his text
that "senior management suggested fudging the appraisal with references to
the project's indirect, "unquantified" regional economic multiplier effects."

(c) However, it is not correct to state, as Rich does, in the same paragraph on pg.
173 that "As it was, the appraisal subsequently - and conveniently -
overestimated future prices for iron ore to come up with a projected
financial rate of return of 11.7 percent." While it is true that iron ore prices
fell significantly while the project was under implementation, thus resulting in
an reestimated FRR of 1.2 percent (not 1.7 percent as Rich indicates) at the
time of completion, there is no evidence - nor does the OED report ever
claim that there is any evidence -- that the initial estimates of iron ore
prices were deliberately overestimated, as Rich's statement implies. Nor
is it correct to claim, as Rich does - or to associate the final OED report
with the conclusion - that the project was "an economic white elephant."
The relevant section of the OED report (para. 6.16) states the following:

"Thus, even though project capital costs were roughly 25% lower than
originally expected and operating costs are also reported to be lower than
anticipated, the net effect of these factors, together with significantly lower
revenues, has been a substantial decrease in both the financial and economic
rates of return of the project in relation to appraisal estimates. According to
the PCR, the after tax FRR at the time of completion was 1.2%, as compared
with 11.7% at the time of appraisal, while the corresponding ERR estimates
were 3.7% and 13.9%, respectively. As a result, the Bank's PCR concludes
that the project is 'submarginal' when re-evaluated at present price and
cost levels, However, it also affirms that "since [Carajas] is a low-cost
operation in relation to other iron ore mines around the world, it can
survive even considerable market downswings with minimal financial
damage and is expected to show large cash surpluses after 1994 when most
of the project debt has been repaid. Longer-run financial perspectives,
accordingly, are considerably brighter than the current situation. Despite
the low rates of return presently estimated by the Bank, moreover, the
Carajas operation has clearly been successful in terms of its principal
objectives of extracting and exporting large quantities of high quality iron
ore and generating substantial - if fewer than originally expected - foreign
exchange earnings for the Brazilian economy." [Emphasis added to highlight
differences with Rich's conclusion]



(d) Nor is it entirely correct to affirm, as Rich does on pp. 173-174 that "While
official Bank literature continually emphasized that the Bank-financed mine,
railroad, and port should not be directly associated with or held responsible for
the environmental and social problems in the greater Carajas area, OED
concluded that the raison d'etre and justification for the Bank project was
its role as infrastructure for broader regional economic transformation, a
context that was explicitly cited in the appraisal report and in the project files."
[Emphasis mine] What the OED report does say (paras. 1.03, 3.01-3.02) is
the following:

"The principal objective of the project was to extract and export iron ore from
the huge, high quality deposits at Carajas.. According to the press release
announcing the Bank's decision to support the undertaking, the project would
also 'contribute, through the provision of basic infrastructure, to the future
development of Brazil's largely unexploited Eastern Amazon Region,
including other mineral developments largely for export, as well as to
agricultural development...."

"...While the SAR does include a short section on the project's 'regional
impact' containing relevant, if very sketchy, observations on the likely
contribution of the Carajas operation to the future development of Eastern
Amazonia, it does not go into detail with respect to the ecological,
demographic and socio-economic characteristics of the project's area of
influence, nor does it consider the larger environmental implications of the
proposed infrastructure and productive investments. Furthermore, even though
the SAR touches upon some of the important previous and parallel large-scale
investments and development programs affecting the Carajas area, it does not
fully examine the broader regional policy context in which these initiatives
were situated.

The SAR's discussion of 'regional impact,' nevertheless, does clearly
highlight the role of the Carajas Project in the on-going efforts of the
Brazilian Government to 'open up' Eastern Amazonia for productive
exploitation of its rich natural resources...." [Emphasis mine]

(e) Again Rich's statement on pg. 174 that "The Operations Evaluation Department
further concluded that the Bank's project, besides catalyzing accelerated
deforestation on a vast scale, played an important role in contributing to
increased land concentration and poverty, extensive public health problems,
increased rural violence, and -- incredibly, given the billions invested -- to
increased malnutrition and reduced food security for large numbers of poor"
is not a true reflection of what the OED Carajas report actually says.
Pertinent conclusions of the OED report are summarized in the Executive
Summary (paras. 55 and 59-62):



"While the Bank-supported Carajas Project can not be held directly
responsible for much of the environmental degradation that has taken place in
its larger area of influence over the past several decades, it has, nevertheless,
indirectly contributed to this process, primarily by improving accessibility and
drawing considerable numbers of new settlers to the region....

In summary, in addition to its own more limited environmental consequences,
the Carajas Project has indirectly reinforced and, in some subareas,
accelerated the adverse physical environmental impacts of other public and
private sector interventions (eg. road building, fiscal incentives, prospecting,
etc.) already or simultaneously acting on its area of influence....

Although it is difficult to measure the human environmental impacts of the
Carajas Project with any degree of precision, as in the case of the physical
environment, the iron ore operation and, more recently, associated industrial
investments have had, and will continue to have, a major influence in
determining the nature and intensity of social change both within the immediate
railway corridor and in the larger Carajas region more generally.
Determination of project-related social impacts, moreover, is especially
problematic due to the profusion of federal and other development
initiatives mentioned earlier, as well as the operation of macroeconomic
and other factors (eg. the generalized economic recession occurring in
Brazil during the early 1980's) that have influenced migration tendencies,
settlement patterns, land pressures and the pace of urbanization on the
Eastern Amazonian frontier....

There can be little doubt that benefits have accrued to the Carajas region
and its population from development of CVRD's mining, rail and port
complexes. As suggested earlier, these include the creation of both short and
longer-term employment in construction, mining and metallurgical industries,
as well as in related commercial and service activities. They also include the
provision of passenger and freight rail and, in the area between Carajas and
Maraba and across the Tocantins River, road services, as well as the
introduction of urban infrastructure improvements, principally at Carajas, but
to a lesser extent at Parauapebas and elsewhere along the corridor. However,
it is likewise evident that the Carajas Project has had several significant
negative consequences from a human environmental standpoint. Some of
these are a direct result of the iron ore operation, while others are largely
by-products of trends already underway in the area, but which have been
exacerbated by the project.

In rural areas, for example, there has been a significant increase in land
values and property concentration throughout the Carajas corridor since the
mid-1970's, especially at or near designated 'development poles' such as
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Maraba, Acailandia and Santa Ines where future industrial investments are
expected to be concentrated. Land conflicts and growing landlessness, with
a shift to wage labor, as well as the increasing conversion of forest to
pasture, are all part of this process...." [Emphasis mine]

(f) The quotation in the footnote on pg. 174 ("In the municipalities bordering on
the Carajas railway....in relatively reduced areas.") can be found in para. 9.21
of the final OED report. However, the last part of the actual OED text has not
been cited: "Independent smallholders tend to be concentrated in relatively
reduced areas which have successfully resisted the monopolization of land
by large estates such as the 'Brazilnut Polygon' in Para and areas near the
Pindare and Curu Rivers in Maranhao or where official colonization
schemes - such as those on the southern periphery of the Carajas Project
or situated along the Transamazon highway near Maraba - have provided
some (limited) security of tenure." [Emphasis mine]

(g) The long quotation on pg. 174 ("Possibly significant impacts on the health and
nutritional status of the rural population in the area of influence of the Carajas
Project may occur...due to parasitic infections.") can be found in paras. 9.27
and 9.30) of the final OED Carajas report. Note that the second part of the
quotation which begins ".....Health data at the municipal level," omits the
immediately preceding sentence in the OED report which states: "Other health
problems have arisen or multiplied as the result of the rapid increase in
population attracted to the Carajas area by installation of the iron ore
mine and railway and the Tucurui hydropower dam starting in the late
1970's." [Emphasis mine]

12. The last direct reference to the OED study is on pg. 174 (end note 52) and is again
from the draft POLONOROESTE report: "Finally, beyond all considerations of
project quality, the OED reports confirm that an overriding factor pushing Bank
lending for huge projects such as POLONOROESTE and Carajas was 'the Bank's
desire to step up its lending to Brazil at a time when it was facing increasing balance
of payments difficulties and when the continued flow of Bank resources was
considered essential to maintain the confidence of other international lenders in the
country's medium and long-run development prospects.'"

Again, however, the actual statement in the OED POLONOROESTE report, which
can be found in para. 3.15, is framed in far less categorical terms: "In all likelihood,
one of the factors leading to this convergence of interests [between the key actors
within the Brazilian Government and the Bank with respect to the decision to
proceed with POLONOROESTE] was the Bank's desire to step up lending to Brazil
at a time when the country was facing....development prospects." There is a similar
passage in para. 2.11, based on the President's Memorandum for the first of the
POLONOROESTE loans, which describes the Bank's strategy for Brazil at that time:
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"Finally, all Bank lending to Brazil in the early 1980's aimed at providing part of
the large volume of medium and long-term capital inflows needed by the country
in order to sustain satisfactory growth and achieve its employment creation and
regional development objectives. Active Bank lending was seen as being essential
to maintain the confidence of the international financial community in the future
prospects of the Brazilian economy and to encourage other lenders to contribute to
the country's development."
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Response to allegations on Pak Mun

Background

The Bank agreed to lend $23 million for the Pak Mun Hydropower Project,
representing about a 10 percent stake, not only to assist Thailand's power development
plans, but to ensure that the environmental and resettlement aspects of the project were
fUlly addressed. Work began in March, 1991, and the project was reviewed at its mid-
term between May 29 and June 13 last year. The Bank is satisfied that the project is being
implemented properly, and that difficult issues regarding effects on local people and the
environment have been handled in a manner consistent with the Bank's strict operational
directives.

Overal

The picture of Pak Mun is entirely one-sided and misleading. It grossly
misrepresents the history of consultation, the quality of the environmental assessment and
the generosity of the resettlement plan. It treats unsubstantiated criticism as fact and
conveniently ignores material which challenges this distorted view. It poses an entirely
gratuitous insult to the Thai Government by suggesting that it is weak and unable to
control its agencies. It also insults the intelligence of its audience by suggesting that
Thailand could meet its annual 10 percent increase in demand for electricity by
"conservation and end-use efficiency." If such simple and cheap alternatives were
available, the Bank and the Thai Government (and every other government in the
developing world) would be seizing them.

In reality, Pak Mun symbolizes the difficult trade-offs which are involved in
development -- between those affected and those who will benefit, between the local
environment and the wider community, between using hydropower or non-renewable

energy. The fundamental flaw in Mr. Rich's simplistic commentary on Pak Mun is that he

poses a false choice. Development without trade-offs is an illusion. He has the luxury of
advocating ideologically pure, practically unworkable, solutions; the countries confronted
with real problems do not.
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EGAT and the Thai Government have dealt directly with the people affected. The
long record of consultations includes face-to-face meetings, group meetings and briefings,
distribution of information booklets and wide dissemination of information through the
local media. Between September 1988 and June 1990, EGAT convened or was involved
in more than 20 consultation meetings and briefings. In addition, 20,000 copies of the

publication "Pak Mun Project," detailing the resettlement plans and compensation rates in
Thai, have been issued. Efforts to consult with NGOs, however, have been blocked by an
NGO refusal to sit at the same table as the Government and EGAT.

Resettlement

Far from being "a public relations hoax," the Bank's resettlement policy was fully
implemented in Pak Mun. The 989 families affected by the project can choose where to
resettle and what to do with their resettlement money. Some have chosen to resettle near
their former home sites, but on higher ground. Others have opted for the Sirindhorn
resettlement area, where soils are as good as at Pak Mun, and a full range of basic services

(from irrigation to electricity, paved roads and schools) will be provided. The price being
paid in compensation was seven times the prevailing rate and even now it is 20-30 percent

above the market value. In addition, everyone affected by the project will now have

formal legal title to their land. Before, 80 percent held no title.

Environmental assessment

It is hardly surprising that academics and scientists should disagree on the effects

of the dam, as indeed they do on almost every subject. In fact, the criticism came from

few such people. The project has just been reviewed at its mid-term point by a highly
specialized and respected team, including Dr. Jasper Ingersoll (Professor of Anthropology
at Catholic University), Dr. Robert Dwyer (Ph.d. Oceanography, Aquatic Biology) and
Dr. Santasiri Sornami (Professor, Faculty of Tropical Medicine, Mahidol University).
They reviewed the project carefully and found nothing which would support Dr.

Rainboth's claims. Dr. Sornami also appraised the project before it began.

There is no evidence to suggest that the dam -- made up, as it is, of gates which

open fully to allow almost unimpeded passage of the river -- will cause any damage to fish

stocks. Nor is there any evidence that the project would increase the spread of parasitic

diseases, such as Schistosomiasis. Such diseases could become more prevalent if the

project created a reservoir, but it does not.

2
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The dam level will rise and fall, and at its peak it will submerge 60 square
kilometers, almost al of which was flooded by seasonal rises in the river level. In order to

insure that the project does not have hannful side-effects, the Government has established

a special committee to review and monitor the dam -- particularly its resettlement and

environmental aspects -- before and after completion.

Capacity Utilization of Irrigation Dams

There have been capacity shortfalls in the command areas for irrigation because

water inflows into the dams have been lower than originally predicted twenty or so years

ago. Unanticipated upstream demand (for agriculture, industry and household water

supply) is one important reason. Another is that watershed destruction upstream has

reduced their moisture holding capacity and increased the run-off and siltation. In

addition, there were probably overestimates in the original assessment of the command

areas covered by these dams. When the multi-purposed dams (for power and irrigation)

were first constructed, only the primary and limited number of secondary canals were

constructed with them. Thus, without the secondary and tertiary canals constructed as

part of the project, the areas reached were originally quite restricted. This was the

rationale for subsequent irrigation projects, which were focused on improving the

command area use (cf. Northern Chao Phya and similar projects funded in the 1970s).
Even as irrigation became more efficient, unanticipated municipal demand within the

command area also used and also reduced the volume of water available for irrigation.

Since irrigation is often the residual in any water allocation activity, the above results are

therefore not surprising.

Capacity at Bhumipol and Sirindhom

Bhumipol dam (together with the Sirikit dam) was built on tributaries of the Chao

Phya River. The irrigation system in the Chao Phya was in place before these dams were

built, but lack of water precluded dry-season cropping. Therefore, the economic benefit

of an incremental 600,000 ha of irrigation, mostly high yielding rice, is enormous.

Bhumipol accounts for about 60% of this benefit. These two dams have also helped to

maintain the flow in the lower Chao Phya needed to meet Bangkok's water supply
demands.

When they were built, Bhumipol and Sirikit were major sources of power for

Thailand. Because of load growth, they now account for a small part of the system.

Therefore, they are now operated with a bias towards irrigation. A hydropower plant

produces power (kilowatts) and energy (kilowatt hours). If its reservoir is kept full, it has

the capability to supply more power on demand. If it is drawn down to meet downstream

needs, there can be some loss in what is known as "peaking capability", but energy

production is not affected significantly. Any loss in peaking capability at Bhumipol
because of irrigation-oriented operation is negligible in economic terms compared to the

irrigation benefits.
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Sirindhorn was built on a tributary of the Mae Klong, a major river running
roughly parallel to the Chao Phya. In fact, the two Deltas are contiguous. The story is
much the same as for Bhumipol and the Chao Phya. Sirindhorn is a valuable source of
power and energy and allows a vast area to be irrigated in the Mae Klong Delta. It has
also allowed water to be diverted from the Mae Klong to the Chao Phya Delta.

Alternatives

Conservation and end-use efficiency are not realistic alternatives to hydropower
projects in meeting Thailand's growing demand for electricity. Though the Global
Environment Facility is involved in a demand management project with EGAT, any gains
from this are likely to be realized only in the late 1990s and will account for less than 2

percent of electricity demand. World Bank estimates suggest that Thailand's electricity
demand will increase about 10 percent a year until 2000, demanding more than 1000

megawatts of new electricity production capacity each year. The Pak Mun Hydropower
Project is a small component of this, providing a capacity of 136 megawatts. The real

alternative to Pak Mun would have been turbines using light oil. These are costlier and

less environmentally friendly.

Thai Government

The assertion that the Bank "undermined the already weak representative

institutions" in Thailand is a slur on the Thai Government and a complete
misrepresentation of the facts. This does not deserve to be dignified with a full reply.
Suffice it to say that the debate in the Thai Government over Pak Mun, the effectiveness

of local representatives in handling compensation, environmental and resettlement issues,
and the responsiveness of EGAT and the Government to local concerns puts the lie to Mr.

Rich's claim.
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DATE: 23-Feb-1994 04:04pm

TO: Alexander Shakow ( ALEXANDER SHAKOW

FROM: Michel Petit, AGRDR ( MICHEL PETIT )

EXT.: 30340

SUBJECT: Response to Bruce Rich

Alex,

Leslie Simmons has already received the two attached
comments by G. Feder (on the green revolution and T and V in
India) and by David Steeds (on forestry). Both seem appropriate
to use. Is this what you are seeking from us?



The World Bank/IFC/MIGA
O F F I C E M E M O R A N D U M

DATE: February 23, 1994 01:14pm

TO: Lesley Simmons ( LESLEY SIMMONS

FROM: Gershon Feder, AGRAP ( GERSHON FEDER

EXT.: 30378

SUBJECT: Comment on Rich's Discussion of Bank's Agr. Lending (pp.89-91)

Lesley: This note was written jointly with Roger Slade.

Mr. Rich alleges that Bank lending in the agricultural sector incre
poverty, citing as a source studies of the impact of the "green revolution"
The implication is that the Bank misguidedly supported the spread of the gr
revolution. Unfortunately, Mr. Rich relies on dated evidence [Griffin (197
Hewitt de Alcantara (1976)], and hence ignores the rich body of evidence
accumulated during the 1980's and early 1990's. Thus, Ahluwalia (1985) sho
convincingly that rural poverty declined in India throughout the 1970's (th
peek of the green revolution). In a study of the green revolution in the I
Punjab, Blyn (1983) concluded that small farmers income increased relativel
faster than that of large farmers, and that employment increased without
depressing real wages, benefitting the landless. Subsequent work by Hazell
Ramasamy (1991) for South India has shown that although large farmers adopt
Green Revolution techynology earlier, smaller farmers had largely "caught u
(partly in response to enhanced publicly provided research and extension) w
a decade. The study shows real income gains for the small farmers as well
for agricultural labor. Lastly, these income gains, arising from the green
revolution, have been shown to have strong multplier effects on the broader
rural economy, [Bell, Hazell, and Slade (1982)].

The reliance on outdated information also afflicts Mr. Rich's discu
of Bank promotion of T&V extension in India. Here, he cites a study by Moo
(1984), which reflects impressions -- not quantified data -- from the early
years of the T&V experience in India. Subsequent studies and analysis, bas
empirical investigations,1 have documented increased presence of extension,
improved agent-farmer interaction, and a significant ability and willingnes
adapt the operational principles of the system to local circumstances. For
example, the utilization of contact farmers as the key link between extensi
agents and the farming community was modified to make greater use of group
methods, and the frequency of meetings was adjusted to seasonal requirement
Furthermore, the coverage of farming activities was expanded to include bot

1.Feder and Slade (1986), Feder, Lau, and Slade (1987), Macklin (1992),
Bindlish and Evenson (1993).



major and minor crops, and, in some areas, animal husbandry. Comparisons w
alternative extension systems have shown advantages to the T&V approach in
of information diffusion and interaction with farmers. While there are sev
weaknesses in the agricultural extension system in India (Macklin 1992), th
are not such to warrant the blanket condemnation by Mr. Rich.

CC: Michel Petit ( MICHEL PETIT
CC: Alexander Shakow ( ALEXANDER SHAKOW
CC: Roger Slade ( ROGER SLADE )



To: Michel Petit, AGR
From: David Steeds, AGRNR

Mr Rich's observations in his chapter "Saving the
Forests" are essentially correct. His commentary ceases in
mid-1991, however, but much has happened since then.

With regard to the Tropical Forestry Action Plans
(TFAP), the Bank was indeed closely involved in the design
of the process but subsequently distanced itself, as Mr Rich
observes in para 3 of page 164. The intentions of the TFAP
process were impeccable but proved to be unattainable, as
Robert Winterbottom of WRI eloquently explains in his June
1990 paper "Taking Stock: the TFAP after five years". What
went wrong was that the process in participating countries
was taken over by forestry departments and forestry
professionals; beguiled by the prospects of greatly
increased investment in public-sector managed activities,
they concentrated on identifying such new investments to the
detriment of analysis of the underlying causes of
deforestation, and the policy and institutional changes that
might be required prior to undertaking new investments.

The old adage "more haste less speed" also came into
play. Forestry departments and professionals eagerly set
about preparing TFAP but, in their haste, consultations with
the many interested parties were cut short or did not take
place at all. Recent examples of well-prepared TFAP -
Ethiopia, with Bank participation, and Chile, with no Bank
participation - show that a properly consultative process
takes years rather than the 18 months posited in the initial
proposal.

[Note also that whereas Mr Rich states that "by 1990,

twenty-one nations had completed forestry sector reviews
under the aegis of the TFAP, with the World Bank as the
leader or a major participant in eight", by June 1993
eighty-three TFAP exercizes had been completed or initiated,
with the World Bank involved in only nine. The World Bank
was not involved in the Cameroon TFAP which Mr Rich
criticizes (para 2 on page 163) and was involved in only one
(Ghana) of the nine that were included in the World
Rainforest Movement critique (para 3 on page 163). In fact,
some of the World Bank's partners in the design of the TFAP
process criticized the Bank for not participating more
actively in its implementation, but the cost in terms of
limited staff resources was simply too great.]

Mr Rich cites two projects (in Guinea and Cote
d'Ivoire) which purportedly illustrate the Bank's
shortcomings in forest management. The Guinea project was
indeed a close call: how to do "good" when the best is

unattainable? Given the trends in the project area, the



"without project" scenario was disastrous but institutional
shortcomings were so severe that the project had to be
tailored to what was doable. The Cote d'Ivoire project was
also a close call but was not "in flagrant contradiction of
Bank policy" since the proposed resettlement was to be
voluntary, not involuntary.

Mr Rich acknowledges that internal debate over these
two contentious projects did give rise to the preparation of
a new, ecologically more focused policy on forests. The new
forest policy was adopted in July 1991 and published in the
policy paper series in September 1991. It provides the
framework within which analytic work and program design have
since been undertaken. A key feature of such work is to
focus on the forest - with all its users and products -
rather than forestry, and thereby to consider all the
policies and institutions that may have a bearing on forest
management.

A report on the first three years of implementation of
the forest policy is presently being prepared, for
presentation to the Executive Board in September 1994.
Preparation of this report is being undertaken by the Bank's
multidisciplinary Central Forestry Team in consultation with
many governmental and non-governmental organizations. These
organizations are being invited to critique the Bank's work,
as well as to make known their own successes and
disappointments in forest management in order to enrich the
empirical basis for learning lessons.
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DATE: 23-Feb-1994 04:34pm

TO: Alexander Shakow ( ALEXANDER SHAKOW

FROM: Ronald Johannes, IECDI ( RONALD JOHANNES

EXT.: 33802

SUBJECT: Comment on Bruce Rich book

Net Transfers, Debt and Forgiveness of World Bank Loans
-- a comment on Bruce Rich's book

Net flows and transfers. Each year developing countries
receive external capital inflows in the form of loan
disbursements. These loans help finance investment and imports in
support of economic development. Developing countries make
amortization payments on loans they received in previous years.
The difference equals (debt-related) net flows. A normal pattern
would be positive net flows to a country at an early stage of
development (debt build-up), declining net flows as a country
achieves a more advanced stage of development (debt
stabilization), followed by capital exports at a high level of
development.

Debt generates obligations. Interest payments represent
compensation to creditors for the use of resources. If the
resources have been invested productively, the return generated
should more than cover the interest cost. Net transfers (on debt)
are calculated by subtracting interest payments from net flows.

Net transfers for a group of countries can be misleading.
Some countries in the group may be at a more mature devlopment
stage, in which net flows are small and net transfers are
negative. Others may have acquired levels of debt that are
inconsistent with their growth prospects. Still others may be at
a stage of development in which positive net transfers would be
normal. Hence, the aggregate net transfer to a group is a poor
guide to the financing position of any individual country.

From an individual creditor's viewpoint also caution must
be exercised in interpreting net transfers. If a financial
institution maintains positive net transfers to all its
borrowers, its asset base must grow rapidly -- roughly doubling
every 10 years. Thus, the overall net transfer position of an
institution will depend on, among other factors, its past lending
and the rate of growth of its capital base.

Bruce Rich alleges that the World Bank has been pressured
to lend under the specter of net negative transfers (p.78ff,
p.183). In fact, the World Bank has generally maintained positive
net transfers consistent with the growth of its capital base, and



has gone along with negative transfers in the case of son matur
borrowers -- this is the normal practice of any sound financial
institution.

Additionally, Rich oversimplifies in drawing unwarranted
conclusions on the need for debt forgiveness from aggregate net
transfers (p.262-3). In fact, net transfers to all developing
countries have been positive since 1989, and only Latin America
amongst regions of the devloping world has experienced negative
transfers (in 1989 and 1990, but not since). But Latin America
has been receiving debt reduction under the so-called Brady Plan,
and the region with the severest debt problems is Africa, which
receives the highest positive net transfers (amounting to several
percent of GNP for most countries).

Debt and forgiveness of World Bank debt. Rich appears to
view the existence of negative net transfers as grounds for debt
forgiveness (p.262-3, p. 309). In fact, such encouragement of
"moral hazard" is only likely to lead to a cutoff of new
financing to developing countries by their external creditors.
There are indeed valid grounds for debt forgiveness, such as when
a debtor country has suffered severe adverse shocks to its terms
of trade and hence its export earning capacity. The World Bank
has supported such debt reduction with substantial amounts of its
own funds, under the Brady Plan and with its own IDA dbet
reduction facility (cofinanced by bilateral donors).

Rich further proposes that the World Bank should forgive
part of its own debt (p.309-10). He erronoeusly claims that debt
service to the World Bank is eating up the earnings of, for
example, Uganda. In fact, net transfers from the World Bank to
Uganda and nearly all Sub-Saharan African countries is strongly
positive. Additionally, he claims the World Bank's rating in the
bond markets would not be adversely affected, because it rests on
its member governments guarantees alone. In fact, the rating
depends also on the World Bank's financial performance, as is
evident from the reports of rating agencies and from the
below-AAA rating that the Bank had in the early years of its
existence. Thus, the main consequence of the World Bank writing
off its debt would be a deterioration of its credit standing in
the financial markets, and a consequent increase in the costs
that it charges to its borrowers at large. In other words, those
borrowers who are timely in their debt payments would pay for
debt forgiveness to the few who are not.

CC: Lesley Simmons ( LESLEY SIMMONS
CC: Masood Ahmed ( MASOOD AHMED )
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TO: Lesley Simmons ( LESLEY SIMMONS )
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SUBJECT: Comment on Rich's Discussion of Bank's Agr. Lending (pp.89-91)

Lesley: This note was written jointly with Roger Slade.

Mr. Rich alleges that Bank lending in the agricultural sector increased
poverty, citing as a source studies of the impact of the "green revolution".
The implication is that the Bank misguidedly supported the spread of the green
revolution. Unfortunately, Mr. Rich relies on dated evidence [Griffin (1974),
Hewitt de Alcantara (1976)], and hence ignores the rich body of evidence
accumulated during the 1980's and early 1990's. Thus, Ahluwalia (1985) showed
convincingly that rural poverty declined in India throughout the 1970's (the
peek of the green revolution). In a study of the green revolution in the India
Punjab, Blyn (1983) concluded that small farmers income increased relatively
faster than that of large farmers, and that employment increased without
depressing real wages, benefitting the landless. Subsequent work by Hazell and
Ramasamy (1991) for South India has shown that although large farmers adopted
Green Revolution techynology earlier, smaller farmers had largely "caught up"
(partly in response to enhanced publicly provided research and extension) withi
a decade. The study shows real income gains for the small farmers as well as
for agricultural labor. Lastly, these income gains, arising from the green
revolution, have been shown to have strong multplier effects on the broader
rural economy, [Bell, Hazell, and Slade (1982)].

The reliance on outdated information also afflicts Mr. Rich's discussio
of Bank promotion of T&V extension in India. Here, he cites a study by Moore
(1984), which reflects impressions -- not quantified data -- from the early
years of the T&V experience in India. Subsequent studies and analysis, based o
empirical investigations,1 have documented increased presence of extension,
improved agent-farmer interaction, and a significant ability and willingness to
adapt the operational principles of the system to local circumstances. For
example, the utilization of contact farmers as the key link between extension
agents and the farming community was modified to make greater use of group
methods, and the frequency of meetings was adjusted to seasonal requirements.
Furthermore, the coverage of farming activities was expanded to include both
major and minor crops, and, in some areas, animal husbandry. Comparisons with
alternative extension systems have shown advantages to the T&V approach in term
of information diffusion and interaction with farmers. While there are several
weaknesses in the agricultural extension system in India (Macklin 1992), they
are not such to warrant the blanket condemnation by Mr. Rich.

1.Feder and Slade (1986), Feder, Lau, and Slade (1987), Macklin (1992),
Bindlish and Evenson (1993).



CC: Michel Petit ( MICHEL PETIT
CC: Alexander Shakow ( ALEXANDER SHAKOW )
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Comments on Mortgagine the Earth, by Bruce Rich

With a lawyer's eloquence, Mr. Rich movingly describes the economic hardships that many

poor countries suffered in the 1980s. Unfortunately, Mr. Rich wastes his considerable energy in a

search for scapegoats instead of a search for solutions to the complex crises of underdevelopment. In

Mr. Rich's conspiratorial view of underdevelopment, anything wrong in a country receiving World

Bank loans must be the World Bank's fault.

The problem with this approach can be illustrated by the story of the little boy riding with his

father on Washington's Beltway after an ice storm. The little boy stared at a succession of minor

automobile pileups caused by the ice storm, each pileup with an ambulance -- lights flashing --standing

by in case of need. "Daddy," he asked somberly, "why do ambulances cause so many accidents?

Much of Mr. Rich's analysis is the equivalent of blaming accidents on ambulances. Countries

only come to the World Bank for structural adjustment loans after a severe crisis has developed.

Evaluation of the success of subsequent recovery efforts, as supported by World Bank and IMF

lending, requires asking questions like: (1) what was the state of the country's economy when

adjustment began? (2) what else was happening to the economy as the country adjusted? (3) what

happened to countries in similar circumstances who did NOT adjust?

Unawares to Mr. Rich, a large body of work has been done by the World Bank as well as by

independent scholars to try to find answers to these questions. The consensus of the work is that

adjustment, as supported by World Bank and IMF lending, generally raises an economy's growth over

what it would have been without such adjustment. Developing countries with intensive adjustment

lending from the World Bank had an average increase in growth rates of 2.5 percentage points from

1981-85 to 1986-90. Those that interrupted adjustment programs or did not adjust at all had on

average no change in growth from the dismal growth rates of the early 1980s.

Sub-Saharan Africa's experience with adjustment also confirms that countries that did the most

to improve their macroeconomic policies experienced the biggest increase in growth between the first

and the second half of the 1980s. Countries that undertook more limited adjustment programs and

experienced a deterioration in policies suffered a decline in growth rates. While adjustment did not cure

all economic problems - for example, Investment sometimes went down in adjusting countries - it did
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help countries to achieve higher rates of growth than would have been the case in the absence of

adjustment.

Let us examine one specific example of Mr. Rich's blaming-the-ambulance mentaliry. He

discusses the drop in real wages in Mexico in the 1980s as a consequence of what he labels "adjustment

promoted by the Bank" In fact, the decline in the real minimum wage in Mexico began in the late 70s -

- well before World Bank adjustment lending - and was then accentuated by the disastrous episode of

economic mismanagement that Mexicans call "la crisis" in the early 1980s, Since 1987, Mexican real

wages have increased by 20 percent. Moreover, Mr. Rich might be interested to know that more

severe drops in real wages than in Mexico occurred in the 1980s in Peru (-70%) and Nicaragua (-

90%), countries that refrained from "adjustment promoted by the Bank."

Similar problems bedevil Mr. Rich's analysis of poverty and adjustment. Poverty was

tragically widespread long before countries undertook adjustment programs. The key question is how

much adjustment policies changed the lot of the poor. Income distribution changes slowly over dime, so

the biggest single factor in the welfare of the poor was how the economy as a whole was growing. And

we have seen that countries following adjustment policies usually enjoyed an increase in growth.

Conversely, in countries that failed to implement or sustain adjustment programs, such as Peru and

Cote d'lvoire, the economy declined and the incidence of poverty increased. In Peru, GDP per capita

fell by 20 percent between 1985 and 1990. The average household in Lima experienced a decline in

per capita consumption of 55 percent, and poverty increased from 0.5 percent of Lima's population in

1985-86 to 17,3 percent in 1990. Cote dIvoire's economy took a nose-dive after 1987; in 1987 and

1988, the incidence of poverty rose by over 50%, and the incidence of extreme poverty more than

doubled.

Mr. Rich asserts that "too often [adjustment programs] resuled in reduced education, health,

and environmental protecdon expenditures". The evidence does not support this simplistic assessment.

Among Sub-Saharan African countries undertaking adjustment programs-sustained or not -median real

health spending in absolute terms increased by about 5 percent between 1980-83 and 1987-89, while

education spending decreased by a similar amount. Among the countries that made the largest reforms
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in their macroeconomic policies, median health and education expenditures as a share of GDP

remained virtually unchanged. By contrast, the countries that did not undertake comprehensive

adjustment programs suffered a large decrease in social expenditures.

Mr. Rich claims that "adjustment did not succeed in launching export-led growth". Again, he

seems to be mortgaging the facts. Countries in Sub-Saharan Africa that made positive changes in their

macroeconomic policies had strong export perfonnance. Of the 22 countries for which data were

available, the four countries with largest improvements in macroeconomic policies between 1981-86

and 1987-91 experienced a median increase in export growth of almost 8 percentage points over the

same period, while those countries whose macroeconomic policies showed only modest improvement

increased the growth rate of their exports by 3 percentage points. In contrast, exports lost ground in

the el4n countries with deteriorating macroeconomic policies, with a median fall in growth of 0.7

percentage points. Restoring macroeconomic stability and reducing exchange rate distortions paid off

in higher export growth.

Moreover, the gains in export growth have not been eaten up by higher debt servicing

requirements. Sub-Saharan Africa, the world's poorest region, continues to benefit from high net

aggregate transfers (loan disbursements plus grants less debt service payments), amounting to over 3

percent of GNP in 1992. Total debt service as a share of exports and services has declined over the

course of the 1980s, from a high of 28.2 percent in 1986 to 18.5 percent in 1992. Contrary to the

impression that Mr. Rich gives, adjustment programs benefit countries, not just their creditors.

Conclusions. A vigorous intellectual exchange on the consequences of adjustment is always

welcome. All who care about the welfare of developing countries should be willing to subject both

received wisdom and new ideas to the rigors of debate. Participating in this debate requires a great deal

of tedious examination of data and country experience. Mr. Rich's colorful rhetoric is very

entertaining, but analysis of hard data probably does more to advance the cause of poverty alleviation

and environmental protection. Ambulances do not cause accidents. But when accidents occur, it is

better to have ambulances than not.

- lliam Easterly and Christine Jones
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Mortgaging the Earth:

In his short section on the GEF, Bruce Rich describes the
Facility's creation and evolution as exemplifying the way the Bank
does business (top-down, structurally incapable of integrating
environmental concerns into its mainstream activities, and so on) .
He goes on to illustrate what he sees as the inevitably negative
consequences of this modus operandi in two GEF biodiversity
projects, in Congo and Kenya.

Rich sees the creation of the GEF as driven by the Bank's financial
complex. Its primary goal was to "sweeten the financial terms of
larger Bank loan packages". In fact the GEF was a donor
initiative; one of several advanced in the late 1980s. At first it
was viewed with considerable concern by the Bank which feared that
it would draw resources away from the Bank's mainstream activities
such as IDA.

The proposal for the GEF was not drawn up in secret, as Rich
suggests. On the contrary, there was an unprecedented level of
interaction between the Bank (which was commissioned by the
Development Committee in the Fall of 1989 with elaborating and
operationalizing the original French proposal) and the 24 countries
that met at regular intervals between September 1989 and November
1990, when the scheme for the Pilot Phase was adopted.

In a world that normally faults international bureaucracies for
sloth, it is surprising for Rich to criticize the Bank in this
instance for its speed in putting the GEF together. Rich further
complains that Congress and other legislatures did not participate
in the design of the GEF. This, of course, is not how inter-
governmental negotiations work. States are represented by
delegations who must seek validation of any commitments they make
from national authorities.

It is also inaccurate to say, moreover, that government delegations
were not well informed during the negotiations on the GEF. On the
contrary, extensive documentation was provided as the concept of
the GEF evolved.

Rich does, nonetheless, put his finger on one of the complications
of international negotiations on the environment: because the
environment cuts across so many areas, the larger governmental
delegations typically consist of representatives from several
ministries, and ensuring consistency and coordination within
governments is often as challenging as forginq consensus among
them. This fact of life cannot, however, be lajpd at the door of
the Bank that Rich accuses of having forced the pace of the GEF
negotiations beyond governments' ability to keep up.

The November 1990 agreement on the GEF was not a definitive blue-
print foisted upon unsuspecting and ill-informed governments.
Rather, the explicit intention of governments was to establish an
experimental Facility (initially for a limited duration) to see how



developing countries could most effectively be supported in their
attempts to protect the global environment. From the
beginning, the aim of governments and the implementing agencies
(which include UNDP and UNEP in addition to the World Bank) was to
evaluate the experience of the three-year Pilot Phase and to use
the findings in restructuring the arrangement if it was considered
useful in meeting its stated objectives. This evaluation was
undertaken in 1993 and its findings have helped shape arrangements
for GEF II.

The Bank did not subvert the creation of a new "green fund." The
idea of the GEF was never to provide an alternative institutional
focus for the increasing emphasis placed on sustainability by all
development agencies. Rather, it was designed to provide "new and
additional" grants to cover the extra cost involved in going beyond
the protection of the local and national environment (which is
considered a national priority to be factored into all development
planning), and extending protection to the global environment.

In many instances, the best way to leverage these global benefits
is by modifying the design of projects that would otherwise go
ahead without taking account of the global environmental dimension.
Hence the link between GEF projects and many regular World Bank
(and, in future, other institutions') loans. This is not a
"sweetener" or a negation of environmental responsibility, but a
pragmatic way of helping developing countries that would not
otherwise be willing to pay for the incremental costs of global
environmental benefits. The aim of the GEF is not to fund more
projects, but to add to their sustainability.

Rich has his story back-to-front when he asserts that the Bank
tried to incorporate the Brazilian Rain Forest Fund - initiated by
the Group of Seven - into the GEF. In reality, the donors wanted
to create an account for this purpose in GEF. The Bank and the
other GEF implementing agencies resisted this proposal because it
would have run counter to the Facility's focus on problems rather
than places. The fact that donors ended up contributing only a tiny
fraction of the $250 million originally envisaged for the rain
forest fund is interpreted by many observers as the result of their
failure to fuse the two initiatives.

The two GEF projects advanced by Rich as examples of the Bank's
damaging stewardship of GEF resources are misrepresented.

He advances for the umpteenth time EDF's standard criticism of the
GEF Congo Wildlands Protection Project. This project was examined
in detail at a special consultation in Washington, D.C., in April
1992. EDF's critique - that the GEF grant was bound up in a Bank
loan designed to hasten the destruction of Congo's remaining rain
forest - was comprehensively rebuffed by the expatriate
representative of the U.S. non-governmental organization
responsible for implementing the project on the ground. His eleven
year residency in the project area was in sharp contrast to the
field experience of the EDF staffer who critiqued the project. She



had been to the Congo but, it emerged, had never visited the
project site.

What emerged at the Washington meeting (and in the documentation
made available to all participants at the meeting which included
every shred of material ever produced about the project) is that
the Bank project for natural resource management to which the GEF
grant was originally linked (it was dropped because of Congo's non-
accrual status) would not have supported logging activities in
protected areas or encouraged any increase in logging or log
exports from those areas, as Rich asserts. The fact that the GEF
project went ahead without the Bank loan disproves Rich's
suggestion that the GEF grant was bait to "jump start" the larger
scheme.

The road to be built as part of the project - along which Rich
envisions some massive migratory movement - is in fact a short,
narrow track to allow project staff access to one corner of the
project area.

Incidentally, it is ironic that Rich cites UNDP as the source of
many of the criticisms of the GEF project in the Congo, only to go
on - a few pages later (see P.271) - to impugn the integrity and
competence of the agency.

Rich sees the Congo project as a "startling example of the Bank's
negative environmental alchemy." Rather, the evidence suggests
that it is an example of EDF's finesse at ignoring what is
happening on the ground if this does not support its position.

In Kenya, there is no forcible resettlement of the local human
population - as Rich suggests - in an area along the Tana River
where a GEF project is planned to protect endangered primate
species. The proposed project could provide funds for people now
living inside the Tana River Primate National Reserve if they chose
to resettle and requested assistance in doing so. Contrary to
Rich's assertion, the Tana River project is not linked to a new
Bank agriculture loan.

In his comments on these projects - and the GEF process generally -
Rich criticises the Bank for the insufficiency of the information
it provides. He also rejects the usefulness of the frequent
consultations organized by the GEF as "one-sided affairs where
groups [are] informed of decisions taken behind closed doors."

It would seem that Rich is unaware of - or chooses to ignore - many
of the innovations in information-sharing and consultation (with
affected groups and international NGOs) that have been introduced
both by the Bank and the other GEF implementing agencies while he
was cloistered away writing his book. Now that he has emerged, he
may be interested to know that many of his colleagues in the NGO
community - as well as government - have come to see the GEF as a
model in both the role NGOs have been accorded in project-specific
activities and their inclusion to an unprecedented degree in



consultations related to the GEF's overall policy and the
operational practices of its implementing agencies.

In a paper presented to governments in November 1993, it is
suggested that a more systematic approach to NGO involvement and
consultation be one of the guiding principles in the next phase of
the GEF. Their contribution will also be sought in monitoring the
GEF portfolio as it matures.

Meanwhile, the entry into force of the new global environmental
conventions signed at UNCED will provide the kind of guidance and
local perspective that will help make GEF activities more effective
in curbing damage to the global environment in the future.

NVanpraag:18february.



FEB-18-1994 18:49 FROM WORLD BPNK ENUGE TO 96760585 P.01

GLOBAL NVIRONMENT FACILrrY
ADMINSTRATOR'S OFFICE
THE WORLD BANK/IFC/MIGA

OFFICE MEMORANDUM

DATE: February 18, 1994

TO: Alexander Shakow,

FROM: Ian Johnson, ENVGE

EXEMIhON: 473-1053

SUBJECT: Mortgaging the Earth

Further to your memo of yesterday's date, please find attached a short note in
response to those sections of Bruce Rich's book dealing with the GEF.

Having read much of the book, one really has to wonder whether it serves any purpose
to respond seriously to this National Enquirer-style diatribe.

Attachment

cc: Messrs. Bruno (DEVCP), Mc Hugh (EXC), Serageldin (ESDVP),
Steer (ENVDR), Ms. Simmons (EXTIP)

IJohnson:cp



FEB-18-1994 18:49 FROM WORLD BANK ENVGE TO 96760585 P.02

Mortgaging the Earth:

In his short section on the GEF, Bruce Rich purports to describe
the origins of both the GEF itself and the scope and procedures for
its interventions. He sees the evolution of the GEF as
exemplifying the way the bank does business (top-down, structurally
incapable of integrating environmental concerns into its mainstream
activities, etc.), and goes on to illustrate what he sees as the
inevitably negative consequences of all this in two GEF
biodiversity projects, in Congo and Kenya.

Rich sees the creation of the GEF as driven by the bank's financial
complex. Its primary goal was to "sweeten the financial terms of
larger Bank loan packages". In fact the GEF was a donor
initiative; one of several advanced in the late 1980s. At first it
was viewed with considerable concern by the Bank which feared that
it would draw resources away from the bank's mainstream activities
such as IDA.

The proposal f or the GEF was not drawn up in secret, as Rich
suggests. On the contrary, there was an unprecedented level of
interaction between the Bank (which was commissioned by the
Development Committee in the Fall of 1989 with elaborating and
operationalizing the original French proposal) and the 24 countries
that met at regular intervals between September 1989 and November
1990, when the scheme for the Pilot Phase was adopted.

In a world that normally chastises international bureaucracies for
sloth, it is surprising for Rich to criticize the Bank in this
instance for its speed in putting the GEF together. Rich f arther
laments that Congress and other legislatures did not participate in
the design of the GEF. This, of course, is not how inter-
governmental negotiations work. States are represented by their
delegations who must seek validation of any commitments they make
from their national authorities.

It is also inaccurate to say, moreover, that government delegations
were not well informed during the negotiations on the GEF. On the
contrary, extensive documentation was provided as the concept of
the GEF evolved over the course of the negotiations.

Rich does, nonetheless, put his finger on one of the complications
of international negotiations on the environment: because the
environment cuts across so many areas, the larger governmental
delegations typically consist of representatives from several
ministries, and ensuring consistency and coordination within
governments is often as challenging as forging consensus among
them.

The November 1990 agreement on the GEF was not a definitive blue-
print foisted upon unsuspecting and ill-informed governments.
Rather, the explicit intention of governments was to establish an
experimental Facility (initially for a limited duration) to see how
developing countries could most effectively be supported in their
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attempts to protect the global environment. From the beginning,
the aim of governments and the implementing agencies (which include
UNDP and UNEP in addition to the World bank) was to evaluate the

experience of the three-year Pilot Phase and to use the findings in
restructuring the arrangement if it was considered useful in

meeting its stated objectives. This evaluation was undertaken in

1993 and its findings have helped shape arrangements for GEF II.

The Bank did not subvert the creation of a new "green fund." The

idea of the GEF was never to provide an alternative institutional
focus for the increasing emphasis placed on sustainability by all
development agencies. Rather, it was designed to provide "new and
additional" grants to cover the extra cost involved in going beyond
the protection of the local and national environment (which is
considered a national priority to be factored into all development
planning) , and extending protection to the global environment.

In many instances, the best way to leverage these global benefits
is by modifying the design or technology in programs or projects
that would otherwise go forward without taking the global
environmental dimension into account. Hence the link between GEF
projects and many regular World Bank (and, in future, other
institutions') loans. This is not a "sweetener" or a negation of
environmental responsibility, but a pragmatic way of helping
developing countries that would not otherwise be willing to pay for
the incremental costs of global environmental benefits. The aim of
the GEF is not to fund more projects, but to add to their

sustainability.

Rich has his story back-to-front when he asserts that the bank
tried to incorporate the Brazilian Rain Forest Fund - initiated by
the Group of Seven - into the GEF. In reality, the donors wanted
to create an account for this purpose in GEF. The bank and the
other GEF implementing agencies resisted this proposal because it
would have run counter to the Facility's focus on problems rather
than places. The fact that donors ended up contributing only a tiny
fraction of the $250 million originally envisaged for the rain
forest fund is interpreted by many observers as the result of their
failure to fuse the two initiatives.

The two GEF projects advanced by Rich as examples of the Bank's
damaging stewardship of GEF resources are misrepresented.

He advances for the umpteenth time EDF's standard criticism of the
GEF Congo wildlands Protection Project. This project was examined
in detail at a special consultation in Washington, D.C., in April
1992. EDF's critique was comprehensively rebuffed by the
expatriate representative of the U.S. non-governmental organization
responsible for implementing the project on the ground. His eleven
year residency in the project area was in sharp contrast to the
field experience of the EDF staffer who critiqued the project. She
had been to the Congo but, it emerged, had never visited the
project site. EDF's charges - that the GEF grant was bound up in
a bank loan designed to hasten the destruction of Congo's remaining
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rain forest - were publicly demolished at a meeting attended by
more than 100 government representatives, NGOs, and agency staff.

What emerged at the Washington meeting (and in the documentation
made available to all participants at the meeting which included
every shred of material ever produced about the project) is that
the bank project for natural resource management to which the GEF
grant was originally linked (it was dropped because of Congo's non-
accrual status) was not designed to facilitate the destruction of
Congo's primary forest. On the contrary, it would have provided a
more supportive national environmental framework for the GEF grant
by promoting the sustainable use of a wide range of -natural
resources. It certainly would not have supported any logging
activities in protected areas or encouraged any increase in logging
or log exports from those areas, as Rich asserts.

Meanwhile the GEF project specifically prohibits logging in the six
areas covered by the GEF project. And the fact that the GEF
project went ahead without the bank loan (which was actually an IDA
credit) disproves Rich's suggestion that the GEF grant was bait to
"jump start" the larger scheme.

The road to be built as part of the project - along which Rich
envisions some massive migratory movement in the future - is in
fact a short, narrow track to allow project staff access to one
corner of the project area.

Incidentally, it is ironic that Rich cites UP as the source of
many of the criticisms of the GEF project in the Congo, onl to go
on - a few pages later (see P.271) - to impugn in the strongest
terms the integrity and competence of the agency.

Rich sees the Congo project as a "startling example of the Bank's
negative environmental alchemy." Rather, the evidence suggests
that it is an example of EDF's finesse at ignoring what is
happening on the ground if this does not support its position.

In Kenya, there is no forcible resettlement of the local human
population - as Rich suggests - in an area along the Tana River
where a GEF project is planned to protect endangered primate
species. The proposed project could provide funds for people now
living inside the Tana River Primate National Reserve if they chose
to resettle and requested assistance in doing so. Contrary to
Rich's assertion, the Tana River project is not linked to a new
bank agriculture loan.

In his comments on these projects - and the GEF process generally -
Rich criticises the bank for the insufficiency of the information
it provides. He also rejects the usefulness of the frequent
consultations organized by the GEF as "one-sided affairs where
groups rare) informed of decisions taken behind closed doors."

It would seem that Rich is unaware of - or chooses to ignore - many
of the innovations in information-sharing and consultation (with
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affected groups and international WGOs) that have been introduced
both by the bank and the other GEF implementing agencies while he

was cloistered away writing his book. Now that he has emerged, he
may be interested to know that many of his colleagues in the NGO
community - as well as government - have come to see the GEF as a
model in both the role NGOs have been accorded in project-specific
activities and their inclusion to an unprecedented degree in
consultations related to the GEF's overall policy and the

operational practices of its implementing agencies.

In a paper presented to governments in November 1993, it is

suggested that a more systematic approach to NGO involvement and
consultation be one of the guiding principles in the next phase of

the GEF. Their contribution will also be sought in monitoring the
GEF portfolio as it matures.

Meanwhile, the entry into force of the new global environmental
conventions signed at UNCED will provide the kind of guidance and
local perspective that will help make GEF activities more effective
in curbing damage to the global environment in the future.

NVanpraag:18february.
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DATE: February 18, 1994 08:41am

TO: Alexander Shakow ( ALEXANDER SHAKOW )
TO: Andrew Steer ( ANDREW STEER )

FROM: Dennis Anderson, IENDR ( DENNIS ANDERSON )

EXT.: 31045

SUBJECT: Mr Rich

Alex/ Andrew,

A minor amendment to my memo of Feb 17 on the above. The middle
sentence of the middle para should read:

Optimistically (from an efficiency perspective), perhaps one-third
of that of the United States today, say 4000 kWh per capita.

The last parenthetical statement might better read:

(allowing for population growth within the working lifetimes of
children in schools today)

Dennis

CC: Elkyn Chaparro ( ELKYN CHAPARRO
CC: Richard Stern ( RICHARD STERN )
CC: Karl Jechoutek ( KARL JECHOUTEK )
CC: Hossein Razavi ( HOSSEIN RAZAVI
CC: Trevor Byer ( TREVOR BYER )
CC: Institutional ISC Files ( INSTITUTIONAL ISC FILES )
CC: Central Files Ien ( IEN CENTRAL FILES )



THE WORLD BANK/IFC/MIGA

Office Memorandum
DATE: February 17, 1994 C

TO: Alex Shakow (EXTDR), and Andrew Steer (ENVDR)

FROM: Dennis Anderson, IENDR

EXT.: 31045

SUBJECT: Mr. Rich and Energy Efficiency

A few reactions. Richard and I hope you do not pull any punches. As I am off
on mission tomorrow, time is short, and I haven't had the opportunity to discuss this
memo with Richard, Karl Jechoutek or Elkyn Chaparro. So the following are a few
points to get us started. My secretary has the disk should you or they wish to work with
it.

Mr Rich is not only attacking the World Bank, but most of its member countries.
He comes from a country where the average electricity consumption is over 12,000 kWh
per capita, and where all its homes, industries, farms, shops, schools, hospitals, clinics
and offices are supplied with electricity. The country is rightly proud of its ability to
provide universal and ample service, and the growth of its prosperity in the present
century owes much to the growth of its electricity industry. But in developing countries
the situation is very different:

• 2 billion people -- eight times the population of the United States -- still do
not have access to electricity.

• 2 billion people also cook with fuelwood, crop residues and dung, a
situation that is not only a source of hardship and (through smoke
inhalation) of respiratory illnesses, heart disease, cancer and early death for
millions of people, but is damaging to soils and forests and consumes four
times the amount of energy needed for cooking when modern fuels and
appliances are used.

• in thirty years, these numbers will rise to 5 billion if there is no attempt to
expand supplies, and in forty years to 6 billion. So without further
supplies, the number of people relying on dung and other such fuels (if
there is enough dung left) would equal in number that of the entire
population of the world today.

• average per capita consumption of electricity in India (whom Rich attacks
for waste) is 360 kWh per year, barely 3 percent of that of the US, in
Brazil (whom he also attacks for waste) 1500 kWh, 13 per cent of that of
the US, in Thailand (also attacked) 900 kWh, or 8 percent of that of the
US, and in Africa (on this occasion, spared from direct attack) it is one-
hundredth of that of the US.

The World Bank therefore makes no apologies for investing in the economically
efficient provision of electricity supply in developing countries and, notwithstanding the
fanatical objections of lobbyists of the likes of him, will continue to do so. He is
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perpetrating a cruel hoax -- that people in developing countries can make do without more
commercial energy. What his policies imply (though he is careful not to state the
implications) is that the rest of the world will have to make do with dung for cooking and
feet and bicycle rickshaws for transport. (The IIEC, whom he glowingly cites, regards
the bicycle rickshaw as an energy efficient means of transport. In one of their 1991
reports there is a picture of a proud and smiling, overweight, senior member of their staff
being so transported by a thin, grim-faced and probably undernourished Asian, laboring
under the strain, a graphic illustration of their appalling insensitivity to the economic plight
of people in developing countries. The caption boasted that this was an energy-efficient
mode of transport, and I believe we should let others know of their beliefs.) This is
immoral and, ironically, a recipe for precisely the environmental doomsday that Rich
claims to be concerned about.

As to some specifics and technicalities:

I. Every World Bank operation is concerned with efficiency in energy production
and use, and has been since the Bank began operations 50 years ago. This is because we
regard the achievement of good commercial pricing policies as being central for efficiency.
In the 1950s and 1960s we concentrated on good financial rates of return; in the 1970s
and 1980s, we extended this to include marginal cost and peak load pricing (a well-
established principle for raising efficiency in energy production and use); and in the
1990s, thanks to a combination of technical changes and institutional reforms in the
industry, we are looking toward commercialization and competition to lead the way to
price, cost and energy efficiency.

Hence it is wrong to claim (on p170 ) that the Bank has "refused to ... [promote]
end use efficiency". All our operations have been concerned with it -- and with supply
side efficiency too -- amounting to over $3 billion per year currently. We have already
published our estimates of how much there would be to gain from adoption of commercial
policies (e.g. in the 1992 WDR and working papers, and in refereed journals); we believe
that long run demands would be decreased by about a third. Hence, instead of electricity
demands quadrupling or more over the next 20-30 years, they would, if the policies we
are supporting are successful, rise threefold, and the amount of capacity and energy saved
would be equal in aggregate to the entire capacity and electricity produced in the United
States today.

We have explained our position countless times to Mr. Rich and his fellow
lobbyists, but have repeatedly encountered, in both written and verbal commentary, an
unquenched hostility to the use of commercial principles in the industry and to its making
profits. Their expressed aim, repeated in numerous publications, is to "delink profits
from sales", and all the policies they espouse for improving energy efficiency rely on
intensive lobbying of regulators, "contentious court room hearing battles" and, an
inevitable outcome, intrusive government interventions and subsidies. The only
conclusion we can draw from this is that Mr. Rich and his supporters are opposed to the
current movement world wide to see market economies emerge and succeed (his cynical
remarks on privatization and private finance have already appeared in his reports) and seek
a return to state run industries, price controls, subsidies and intrusive interventionism.
All their words and actions are in this direction.

If we are to be faulted, it is that it has taken so long for the commercial principles
that people in the OECD take for granted to be accepted in the developing world. But this
is not a problem that was peculiar to the Bank, as extreme forms of intervention in the
price mechanisms, and state ("integrated resource") planning and state ownership became
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deeply entrenched in many countries from the 1950s through to the 1980s. There is no
need to recapitulate the events and experiences that have begun to shift countries towards
more open and more market friendly policies, nor to refer to all the excellent research and
the positive historical experiences that show how these policies can be successfully
oriented to address social and environmental concerns. Mr. Rich is not the slightest bit
interested. It is paradoxical indeed to see vehement hostility towards commercial policies,
denunciations of profits, the espousal of heavy-handed state interventions, subsidies and
command and control, and attacks on institutions assisting in the social and material
progress of countries with 1/50 th of the per capita income of the US -- all coming from a
Washington lobby group. He is anti-growth and anti-development, and, thus, he is
himself a source of thinking that can only lead to environmental atrocity.

2. The estimates cited on p 170 that 50 percent of the growth of demand in "Brazil,
India, China, Costa Rica and many other developing countries" can "be cut" through
"state of the art industrial equipment, lighting systems, air conditioners... " lack
credibility, as does the claim that "the cost of such end-use efficiency investments is often
a third or a quarter of the cost of new power plants". It is all part of the cruel hoax they
are perpetrating. They do not say that their programs, while allegedly being least cost,
require extensive cross subsidies -- e.g. through give-away-$25-lightbulb programs and
rebates on the tariffs of "participating consumers". If they are cost effective, why do they
require huge subsidies?

I am sure that most people in developing countries would indeed like to have
"state-of-the art air conditioners" and refrigerators, but how many could afford them? I
hope the day soon arrives when everyone can. But how large will their electricity
consumption levels then be? Optimistically, perhaps one-quarter of that of the United
States today, say 3000 kW per capita. If this turns out to be the case, then the total
installed capacity and output in developing countries would be (allowing for population
growth):

• 35 trillion kWh (000 TWh), as compared with 2.5 trillion kWh today and
3.6 trillion kWh in North America; and

• 9 million MW (9000 GW), as compared with roughly 0.6 million MW
today and 0.9 million MW in North America.

This of course assumes big gains in energy-efficiency, which we believe are possible,
given good policies to promote it. However, the gains will not come from heavy handed
interventionism espoused by Rich et. al, but through good economic and commercial
polices that they have explicitly rejected. The above calculations also assume good family
planning policies and educational programs will be in place and that incomes will rise --
otherwise, populations will be much higher.

3. How can such growth of energy demands be reconciled with a better environment?
Even if the rest of the world manages with one tenth of the amount of per capita
consumption of that of the United States, we are still left with production and capacity
requirements of over 15 trillion kWh and 4 million MW respectively, six times today's
levels. Denying people electricity and modern fuels will leave them dependent on dung
and wood for fuel and impoverished on an unthinkable scale. It would guarantee the
destruction of the remaining forests and woodlands as people search for fuel and for land
(the loss of crop residues dung would undermine productivity and yields in agriculture).
The only sustainable route, as far as the energy industry is concerned, will be to turn to
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It is in this last respect that the Bank's staff would welcome a constructive
dialogue with those interested in sustainable development. We need efficiency, and we
believe the Bank is espousing policies that will promote it. It is wholly counterproductive
to misrepresent these policies. We will also need the low-polluting technologies and the
environmental policies that promote their use. I believe there is some common ground
here, if Mr. Rich and his colleagues wish to explore it,

cc and Attachment:

Messrs. Richard Stern, Trevor Byer (IENDR), Karl Jechoutek (IENPD),
Hossein Rozavi (IENOG), Elkyn Chaparro (FPDVP).
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OFFICE MEMORANDUM
DATE: February 17, 1994

TO: Messrs Nkodo, Balcet, Chausse, Grut

FROM: Kevin Cleaver, Director, AFRTD

EXTENSION: 34595

SUBJECT: Responding to Mortgaginqthe Earth (attached)

Mr. Alex Shakow, Director of External Relations has asked us to respond to Bruce
Rich's critique of the RCI Forestry and Guinea Forestry Projects, as well as mis-information
concerning the Cameroon "Forestry Project". Mr. Shakow's memo is attached, as are the
relevant pages in Mr. Rich's book regarding these projects. My suggestion is that Mr.
Chausse do two paragraphs (1/2 page) on the content of the RCI Forestry Project, Mr.
Balcet a one paragraph status report. Mr. Grut could write up the Guinea Natrual Resource
Management project rebuttal. Ted may have some other people now involved who could
provide an update.

One advantage of responding now is to indicate what these projects have done 4 years
after inception compared to the accusations of Mr. Rich. Has the RCI forestry project
financed logging? Has it displaced 200,000 people? Has the Guinea project financed
logging? Have we financed a Cameroon Forestry project to accelerate logging of the
forests? The answer to all of these questions is no. We have financed no logging. We have
displaced in these projects no one involuntarily. And we did not have a Cameroon Forestry
project. All of Mr. Rich's accusations have been distortions. Since he made these in
testimony to the US Congress, I would suggest to Mr. Shakow that our response
suggesting the history of what has actually happened on the ground, be transmitted to the
chairman of the congressional committee that heard Mr. Rich.

Finally, a bit of the story behind the story would be useful. The people in the countries
and the expatriates who have designed and implemented these projects are the "good guys".
They are the forestry service, the park service, and people essentially interested in
conservation and sustainable management. The opponents in country are private logging
companies, those officials who obtain substantial rents from the logging companies, the elite
who profit from distribution of protected land to themselves, and a few officials who
genuinely do not see the benefits of conservation and sustainable management. The Bruce
Rich's of this world, and the more radical environmental NGOs have effectively allied
themselves with the latter group by contesting every effort to improve management of forest
and park land by Government and by donors. I recall in our conference in 1991 in Abidjan
on the West African Forest that this situation was tirkly apparent. The several African
NGOs, the representatives of the forest service, the Western NGOs with projects on the

ground, and we were all talking the same language. Friends of the Earth, Environmental
Defense Fund, Greenpeace were isolated from us, and consistent in their denunciation of all
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the efforts presented for sustainable management. The other denunciation came from the
few representatives of the logging companies who were worried that the types of
suggestions that we were making would reduce their profitability. M. Gait in particular had
a long dispute with them. The net effect was that the loggers and the radical
environmentalists were on the same side. Neither really wanted any interventions at all.

cc Shakow, Wai, Steer
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DIVISION NAME
DIRECT FAX TEL. NO. (202) 4XX-XXXX

FACSIMILE

DATE: February 23, 1994 NO. OF PAGES: 7 DIV. LOG NO.;
(including this page)

TO: Kr. Alexander Shakow, EXTDR
Organization: World Sank
City/Country:
Fax No: ( 60574

FROM: Callieto adavo
Dept./Div.: nA1DR 254.05
Room No.: E8087
Tel. No.: (202) 82856

SUBJECT/
REFERENCE: Thailand - PAik Hun

MESSAGE:
Alex,

I refer to your electronic message on Pak Mun. Attached is the information you
requested. I would also like to remind you of the package on Pak Mun that was recently
circulated to the Board (SecM94-138 - Thailand: Pak Mun - the Facts, The Background,
Questions and Answers, dated February 10, 1994).

Callisto Madavo

TRANSMISSION AUTHORIZED BY: callisto Madavo

If you experience any problem in receiving this transmission, inform the sender at the telephone or
fax. no. listed above.
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Response to allegations on Pak Mun

Background

The Bank agreed to lend $23 million for the Pak Mun Hydropower Project,
representing about a 10 percent stake, not only to assist Thailand's power development
plans, but to ensure that the environmental and resettlement aspects of the project were
fully addressed. Work began in March, 1991, and the project was reviewed at its mid-
term between May 29 and June 13 last year. The Bank is satisfied that the project is being
implemented properly, and that difficult issues regarding effects on local people and the
environment have been handled in a manner consistent with the Bank's strict operational
directives.

Overall

The picture of Pak Mun is entirely one-sided and misleading. It grossly
misrepresents the history of consultation, the quality of the environmental assessment and
the generosity of the resettlement plan. It treats unsubstantiated criticism as fact and
conveniently ignores material which challenges this distorted view. It poses an entirely
gratuitous insult to the Thai Government by suggesting that it is weak and unable to
control its agencies. It also insults the intelligence of its audience by suggesting that
Thailand could meet its annual 10 percent increase in demand for electricity by
"conservation and end-use efficiency-" If such simple and cheap alternatives were
available, the Bank and the Thai Government (and every other government in the
developing world) would be seizing them.

In reality, Pak Mun symbolizes the difficult trade-offs which are involved in
development -- between those affected and those who will benefit, between the local
environment and the wider community, between using hydropower or non-renewable
energy. The fundamental flaw in Mr. Rich's simplistic comnentary on Pak Mun is that he
poses a false choice. Development without trade-offs is an illusion. He has the luxury of
advocating ideologically pure, practically unworkable, solutions; the countries confronted
with real problems do not.
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Consultation

EGAT and the Thai Government have dealt directly with the people affected. The
long record of consultations includes face-to-face meetings, group meetings and briefings,
distribution of information booklets and wide dissemination of information through the
local media. Between September 1988 and June 1990, EGAT convened or was involved
in more than 20 consultation meetings and briefings. In addition, 20,000 copies of the
publication "Pak Mun Project," detailing the resettlement plans and compensation rates in
Thai, have been issued. Efforts to consult with NGOs, however, have been blocked by an
NGO refusal to sit at the same table as the Government and EGAT.

Resettlement

Far from being "a public relations hoax," the Bank's resettlement policy was fully
implemented in Pak Mun. The 989 families affected by the project can choose where to
resettle and what to do with their resettlement money. Some have chosen to resettle near
their former home sites, but on higher ground. Others have opted for the Sirindhorn
resettlement area, where soils are as good as at Pak Mun, and a full range of basic services
(from irrigation to electricity, paved roads and schools) will be provided. The price being
paid in compensation was seven times the prevailing rate and even now it is 20-30 percent
above the market value. In addition, everyone affected by the project will now have
formal legal title to their land. Before, 80 percent held no title.

Environmental assessment

It is hardly surprising that academics and scientists should disagree on the effects
of the dam, as indeed they do on almost every subject. In fact, the criticism came from
few such people. The project has just been reviewed at its mid-term point by a highly
specialized and respected team, including Dr. Jasper Ingersoll (Professor of Anthropology
at Catholic University), Dr. Robert Dwyer (Ph.d. Oceanography, Aquatic Biology) and
Dr. Santasiri Sornani (Professor, Faculty of Tropical Medicine, Mahidol University).
They reviewed the project carefully and found nothing which would support Dr.
Rainboth's claims. Dr. Sornami also appraised the project before it began.

There is no evidence to suggest that the dam -- made up, as it is, of gates which
open fully to allow almost unimpeded passage of the river -- will cause any damage to fish
stocks. Nor is there any evidence that the project would increase the spread of parasitic
diseases, such as Schistosomiasis. Such diseases could become more prevalent if the
project created a reservoir, but it does not.

2



FRCM:WB EP1DR TO: 202 676 0574 FEB 23, 1994 4:51PM 4178 P.04

The dam level will rise and fall, and at its peak it will submerge 60 square
kilometers, almost all of which was flooded by seasonal rises in the river level. In order to
insure that the project does not have harmful side-effects, the Government has established
a special committee to review and monitor the dam -- particularly its resettlement and
environmental aspects -- before and after completion.

Capacity Utilization of rrigation Dams

There have been capacity shortfalls in the command areas for irrigation because
water inflows into the dams have been lower than originally predicted twenty or so years
ago. Unanticipated upstream demand (for agriculture, industry and household water

supply) is one important reason. Another is that watershed destruction upstream has
reduced their moisture holding capacity and increased the run-off and siltation. In
addition, there were probably overestimates in the original assessment of the command
areas covered by these dams. When the multi-purposed dams (for power and irrigation)
were first constructed, only the primary and limited number of secondary canals were
constructed with them. Thus, without the secondary and tertiary canals constructed as
part of the project, the areas reached were originally quite restricted. This was the
rationale for subsequent irrigation projects, which were focused on improving the
command area use (ef Northern Chao Phya and similar projects funded in the 1970s).
Even as irrigation became more efficient, unanticipated municipal demand within the
command area also used and also reduced the volume of water available for irrigation.
Since irrigation is often the residual in any water allocation activity, the above results are
therefore not surprising.

Capacity at Bhumipol and Sirindhor

Bhumipol dam (together with the Sirikit dam) was built on tributaries of the Chao

Phya River. The irrigation system in the Chao Phya was in place before these dams were
built, but lack of water precluded dry-season cropping. Therefore, the economic benefit
of an incremental 600,000 ha of irrigation, mostly high yielding rice, is enormous.

Bhumipol accounts for about 60% of this benefit. These two dams have also helped to

maintain the flow in the lower Chao Phya needed to meet Bangkok's water supply
demands.

When they were built, Bhumipol and Sirikit were major sources of power for
Thailand. Because of load growth, they now account for a small part of the system.
Therefore, they are now operated with a bias towards irrigation. A hydropower plant
produces power (kilowatts) and energy (kilowatt hours). If its reservoir is kept full, it has

the capability to supply more power on demand. If it is drawn down to meet downstream
needs, there can be some loss in what is known as "peaking capability", but energy
production is not affected significantly. Any loss in peaking capability at Bhumipol
because of irrigation-oriented operation is negligible in economic terms compared to the
irrigation benefits.

3
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Sirindhorn was built on a tributary of the Mae Klong, a major river running
roughly parallel to the Chao Phya. In fact, the two Deltas are contiguous. The story is
much the same as for Bhumipol and the Chao Phya. Sirindhorn is a valuable source of
power and energy and allows a vast area to be irrigated in the Mae Klong Delta. It has
also allowed water to be diverted from the Mae Klong to the Chao Phya Delta.

Alternatives

Conservation and end-use efficiency are not realistic alternatives to hydropower
projects in meeting Thailand's growing demand for electricity. Though the Global
Environment Facility is involved in a demand management project with EGAT, any gains
from this are likely to be realized only in the late 1990s and will account for less than 2
percent of electricity demand. World Bank estimates suggest that Thailand's electricity
demand will increase about 10 percent a year until 2000, demanding more than 1000
megawatts of new electricity production capacity each year. The Pak Mun Hydropower
Project is a small component of this, providing a capacity of 136 megawatts. The real
alternative to Pak Mun would have been turbines using light oil, These are costlier and
less environmentally friendly.

Thai Government

The assertion that the Bank "undermined the already weak representative
institutions" in Thailand is a slur on the Thai Government and a complete
misrepresentation of the facts. This does not deserve to be dignified with a full reply.
Suffice it to say that the debate in the Thai Government over Pak Mun, the effectiveness
of local representatives in handling compensation, environmental and resettlement issues,
and the responsiveness of EGAT and the Government to local concerns puts the lie to Mr.
Rich's claim.

4
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OFFICE MEMORANDUM

DATE: February 23, 1994

TO: Mr. Alexander Shakow, EXTDR

FROM: Lyn Squire, PRDDR c
EXTENSION: 36099

SUBJECT: MAragagingTheEarth

Enclosed is a response to you request on Bruce Rich's book Mortgaging the Earth,
Please feel free to contact Christine Jones or Bill Easterly if you have any questions.

cc: Michael Bruno
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Comments on Mortgaging the Earth, by Bruce Rich

With a lawyer's eloquence, Mr. Rich movingly describes the economic hardships that many

poor countries suffered in the 1980s, Unfortunately, Mr. Rich wastes his considerable energy in a

search for scapegoats instead of a search for solutions to the complex crises of underdevelopment. In

Mr. Rich's conspiratorial view of underdevelopment, anything wrong in a country receiving World

Bank loans must be the World Bank's fault.

The problem with this approach can be illustrated by the story of the little boy riding with his

father on Washington's Beltway after an ice storm. The little boy stared at a succession of minor

automobile pileups caused by the ice storm, each pileup with an ambulance -- lights flashing -standing

by in case of need. 'Daddy, " he asked somberly, "why do ambulances cause so many accidents?"

Much of Mr. Rich's analysis is the equivalent of blaming accidents on ambulances. Countries

only come to the World Bank for structural adjustment loans after a severe crisis has developed.

Evaluation of the success of subsequent recovery efforts, as supported by World Bank and IMF

lending, requires asking questions like: (1) what was the state of the country's economy when

adjustment began? (2) what else was happening to the economy as the country adjusted? (3) what

happened to countries in similar circumstances who did NOT adjust?

Unawares to Mr. Rich, a large body of work has been done by the World Bank as well as by

independent scholars to try to find answers to these questions. The consensus of the work is that

adjustment, as supported by World Bank and IMF lending, generally raises an economy's growth over

what it would have been without such adjustment. Developing countries with intensive adjustment

lending from the World Bank had an average increase In growth rates of 2.5 percentage points from

1981-85 to 1986-90. Those that interrupted adjustment programs or did not adjust at all had on

average no change in growth from the dismal growth rates of the early 1980s,

Sub-Saharan Africa's experience with adjustment also confirms that countries that did the most

to improve their macroeconomic policies experienced the biggest increase in growth between the first

and the second half of the 1980s. Countries that undertook more limited adjustment programs and

experienced a deterioration in policies suffered a decline in growth rates. While adjustment did not cure

all economic problems - for example, investment sometimes went down in adjusting countries -- it did
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help countries to achieve higher rates of growth than would have been the case in the absence of

adjustment.

Let as examine one specific example of Mr. Rich's blaming-thc-ambulance mentality. He

discusses the drop in real wages in Mexico in the 1980s as a consequence of what he labels "adjustment

promoted by the Bank". In fact, the decline in the real minimum wage in Mexico began in the late 70s -

well before World Bank adjustment lending -- and was then accentuated by the disastrous episode of

economic rnismanagement that Mexicans call "la crisis" in the early 1980s Since 1987, Mexican real

wages have increased by 20 percent. Moreover, Mr. Rich might be interested to know that more

severe drops in real wages than in Mexico occurred in the 1980s in Peru (-70%) and Nicaragua (-

90%), countries that refrained from "adjustment promoted by the Bank."

Similar problems bedevil Mr. Rich's analysis of poverty and adjustment. Poverty was

tragically widespread long before countries undertook adjustment programs. The key question is how

much adjustment policies changed the lot of the poor. Income distribution changes slowly over time, so

the biggest single factor in the welfare of the poor was how the economy as a whole was growing. And

we have seen that countries following adjustment policies usually enjoyed an increase in growth,

Conversely, in countries that failed to implement or sustain adjustment programs, such as Peru and

Cote d'lvoire, the economy declined and the incidence of poverty increased. In Peru, GDP per capita

fell by 20 percent between 1985 and 1990. The average household in Lima experienced a decline in

per capita consumption of 55 percent, and poverty increased from 0.5 percent of Lima's population in

1985-86 to 17.3 percent in 1990- Cote dIvoire's economy took a nose-dive after 1987; in 1987 and

1988, the incidence of poverty rose by over 50%, and the incidence of extreme poverty more than

doubled.

Mr. Rich asserts that "too often [adjustment programs] resulted in reduced education, health,

and environmental protection expenditures". The evidence does not support this simplistic assessment.

Among Sub-Saharan African countries undertaking adjustment programs--sustained or not -median real

health spending in absolute terms increased by about 5 percent between 1980-83 and 1987-89, while

education spending decreased by a similar amount. Among the countries that made the largest reforms
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in their macroeconomic pohcies, median health and education expenditures as a share of GDP

remained virtually unchanged. By contrast, the countries that did no: undertake comprehensive

adjustment programs suffered a large decrease in social expenditures.

Mr. Rich claims that "adjustment did not succeed in launching export-led growth". Again, he

seems to be mortgaging the facts. Countries in Sub-Saharan Africa that made positive changes in their

macroeconomic policies had strong export perfornance, Of the 22 countries for which data were

available, the four countries with largest improvements in macroeconomic policies between 1981-86

and 1987-91 experienced a median increase in export growth of almost 8 percentage points over the

same period, while those countries whose macroeconomic policies showed only modest improvement

increased the growth rate of their exports by 3 percentage points. In contrast, exports lost ground in

the eleven countries with deteriorating macroeconomic policies, with a median fall in growth of 0.7

percentage points. Restoring macroeconomic stability and reducing exchange rate distortions paid off

in higher export growth.

Moreover, the gains in export growth have not been eaten up by higher debt servicing

requirements. Sub-Saharan Africa, the world's poorest region, continues to benefit from high net

aggregate transfers (loan disbursements plus grants less debt service payments), amounting to over 3

percent of GNP in 1992. Total debt service as a share of exports and services has declined over the

course of the 1980s, from a high of 28.2 percent in 1986 to 18.5 percent in 1992. Contrary to the

impression that Mr. Rich gives, adjustment programs benefit countries, not just their creditors.

Conclusions. A vigorous intellectual exchange on the consequences of adjustment is always

welcome. All who care about the welfare of developing countries should be willing to subject both

received wisdom and new ideas to the rigors of debate. Participating in this debate requires a great deal

of tedious examination of data and country experiece. Mr. Rich's colorful rhetoric is very

entertaining, but analysis of hard data probably does more to advance the cause of poverty alleviation

and environmental protection. Ambulances do not cause accidents. But when accidents occur, it is

better to have ambulances than not,

-William Easterly and Christine Jones
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DATE: February 17, 1994

TO: Messrs Nkodo, Balcet, Chausse, Grut

FRoM: Kevin Cleaver, Director, AFRTD

EXTENSION: 34595

SUBJECT: Responding to Mortgaging the Earth (attached)

Mr. Alex Shakow, Director of External Relations has asked us to respond to Bruce
Rich's critique of the RCI Forestry and Guinea Forestry Projects, as well as mis-information
concerning the Cameroon "Forestry Project". Mr. Shakow's memo is attached, as are the
relevant pages in Mr. Rich's book regarding these projects. My suggestion is that Mr.
Chausse do two paragraphs (1/2 page) on the content of the RCI Forestry Project, Mr.
Balcet a one paragraph status report. Mr. Grut could write up the Guinea Natrual Resource
Management project rebuttal. Ted may have some other people now involved who could
provide an update.

One advantage of responding now is to indicate what these projects have done 4 years
after inception compared to the accusations of Mr. Rich. Has the RCI forestry project
financed logging? Has it displaced 200,000 people? Has the Guinea project financed
logging? Have we financed a Cameroon Forestry project to accelerate logging of the
forests? The answer to all of these questions is no. We have financed no logging. We have
displaced in these projects no one involuntarily. And we did not have a Cameroon Forestry
project. All of Mr. Rich's accusations have been distortions. Since he made these in
testimony to the US Congress, I would suggest to Mr. Shakow that our response
suggesting the history of what has actually happened on the ground, be transmitted to the
chairman of the congressional committee that heard Mr. Rich.

Finally, a bit of the story behind the story would be useful. The people in the countries
and the expatriates who have designed and implemented these projects are the "good guys".
They are the forestry service, the park service, and people essentially interested in
conservation and sustainable management. The opponents in country are private logging
companies, those officials who obtain substantial rents from the logging companies, the elite
who profit from distribution of protected land to themselves, and a few officials who
genuinely do not see the benefits of conservation and sustainable management. The Bruce
Rich's of this world, and the more radical environmental NGOs have effectively allied
themselves with the latter group by contesting every effort to improve management of forest
and park land by Government and by donors. I recall in our conference in 1991 in Abidjan
on the West African Forest that this situation was sarkly apparent. The several African
NGOs, the representatives of the forest service, the Western NGOs with projects on the
ground, and we were all talking the same language. Friends of the Earth, Environmental
Defense Fund, Greenpeace were isolated from us, and consistent in their denunciation of all
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Balcet, Chausse, Grut

the efforts presented for sustainable management. The other denunciation came from the
few representatives of the logging companies who were worried that the types of
suggestions that we were making would reduce their profitability. M. Grut in particular had
a long dispute with them. The net effect was that the loggers and the radical
environmentalists were on the same side. Neither really wanted any interventions at all.

cc Shakow, Wai, Steer
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Office Memorandum
DATE: February 17, 1994

TO: Alex Shakow (EXTDR), and Andrew Steer (ENVDR)

FROM: Dennis Anderson, IENDR

EXT.: 31045

SUBJECT: Mr. Rich and Energy Efficiency

A few reactions. Richard and I hope you do not pull any punches. As I am off
on mission tomorrow, time is short, and I haven't had the opportunity to discuss this
memo with Richard, Karl Jechoutek or Elkyn Chaparro. So tie following are a few
points to get us started. My secretary has the disk should you or they wish to work with
it.

Mr Rich is not only attacking the World Bank, but most of its niember countries.
He comes from a country where the average electricity consumption is over 12,000 kWh
per capita, and where all its homes, industries, farms, shops, schools, hospitals, clinics
and offices are supplied with electricity. The country is rightly proud of its ability to

provide universal and ample service, and the growth of its prosperity in lie present
century owes much to the growth of its electricity industry. But in developing countries
the situation is very different:

• 2 billion people -- eight times the population of the United States -- still do
not have access to electricity.

• 2 billion people also cook with fuelwood, crop residues and dung, a
situation that is not only a source of hardship and (through smoke
inhalation) of respiratory illnesses, heart disease, cancer and early death For
millions of people, but is damaging to soils and forests and consumes four
times the amount of energy needed for cooking when modern fuels and
appliances are used.

• in thirty years, these numbers will rise to 5 billion if there is no attempt to
expand supplies, and in forty years to 6 billion. So without further
supplies, the number of people relying on dung and other such fuels (if
there is enough dung left) would equal in number that of the entire

population of the world today.

• average per capita consumption of electricity in India (whoim Rich attacks
for waste) is 360 kWh per year, barely 3 percent of that of the US, in
Brazil (whom he also attacks for waste) 1500 kWh, 13 per cent of that of
the US, in Thailand (also attacked) 900 kWh, or 8 percent of that of the
US, and in Africa (on this occasion, spared from direct attack) it is one-
hundredth of that of the US.

The World Bank therefore makes no apologies for investing in the vcennnicallv

.ficient provision of electricity supply in developing countries and, notwithstanding the
fanatical objections of lobbyists of the likes of hii, will continue to do so. lie is
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perpetrating a cruel hoax -- that people in developing countries can make do without more
commercial energy. What his policies imply (though he is careful not to state the
implications) is that the rest of the world will have to make do with dung for cooking and
feet and bicycle rickshaws for transport. (The IIEC, whom lie glowingly cites, regards
the bicycle rickshaw as an energy efficient means of transport. In one of their 1991
reports there is a picture of a proud and smiling, overweight, senior member of their staff
being so transported by a thin, grin-faced and probably iIndernou rished Asian, laboring
under the strain, a graphic illustration of their appalling insensitivity to the economic plight
of people in developing countries. The caption boasted that this was an energy-efficient
mode of transport, and I believe we should let others know of their beliefs.) This is
iminoral and, ironically, a recipe for precisely the environmental doomsday that Rich
claims to be concerned about.

As to some specifics and technicalities:

. Every World Bank operation is concerrncd with citicieicy in energy production
and use, and has been since the Bank began operations 50 years ago. This is because we
regard the achievement of good commercial pricing policies as being central For efficiency.
In the 1950s and 1960s we concentrated on good financial rates of return; in the 1970s
and 1980s, we extended this to include marginal cost and peak load pricing (a well-
established principle for raising efficiency in energy production and use); and in the
1990s, thanks to a combination of technical changes and institutional reforms in the
industry, we are looking toward commercialization and competition to lead the way to
price, cost and energy efficiency.

licnce it is wrong to claim (on p 1 70) that the Bank has "refused to .. po note
end use efficiency". All our operations have been concerned with it -- and with supply
side efficiency too -- amounting to over $3 billion per year currently. We have already
published our estimates of how much there would be to gain from adoption of commercial
policies (e.g. in the 1992 WDR and working papers, and in refereed journals); we believe
that long run demands would be decreased by about a third. I Icrice, instead of electricity
demands quadrupling or more over the next 20-30 years, they would, if the policies we
are supporting are successful, rise threefold, and the amount of capacity and energy saved
would be equal in aggregate to the entire capacity and electricity produced in the United
States today.

We have explained our position countless times to Mr. Rich and his fellow
lobbyists, but have repeatedly encountered, in both written and verbal comnentary, an
unquienIclhed hostility to the use of commercial principles in the industry and to its iiking
profi ts. Their expressed aiil, repeated in lnimrous publications, is to "delink prolits
from sales", and all the policies they espouse for improving energy efficiency rely on
intensive lobbying of regulators, "contentious court room hearing battles" and, an
inevitable outcome, i Intrusive government interventions and subsidies. 'hice only
conclusion we can draw from this is that Mr. Rich and his supporters ate opposed to the
current movement world wide to see market econromres emerge and succeed (his cynical
remarks on privatization and private finance have already appeared in his reports) and seek
a return to state run industries, price controls, subsidies and intruIsive interventionism.
All their words and actions are in this direction.

If we are to be faulted, it is that it has taken so long for the commercial prirciples
that people in the OECD take for granted to be accepted in the developing world. But this
is not a problem that was peculiar to the Bank, as extreme forms of interveition in the
price mechanisms, and state ("integrated resource") planning and state ownership becaie
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deeply entrenched in many countrics [ron tle 1950s thIrougl to (le 1980s. 'here is no
need to recapitulate the events and experiences that have begn 11 to shift couniitries towards
more open and more market friendly policis, nor to rcfer it) all iIh iccllent irseailch :111d

lit positive liisorical expel irieces (ali Show how these politics ian he surccesslully
oriented to address social and environi ental Concerns. MI. RicIi is not tIhe s irltest h
itcrested. It is paradoxical indeed to see vehement hostility towards conriciiial (1 policiCs,
deIIurciations of profits, the espousal of heavy-handed state interveit ions, subsidies and
command and control, and attacks on institu tions assistirg inr tie social and mrIatcrialI
progress of countries with 1/50 th of the per capita income of the [Us -- all comingi froi a
Washington lobby grouIrp. lie is anti-growth ind anti-developienIt, arid, (thus, lie is
hirmseIf a source of thinking that can only lead to Cnvironmiientail atrocity.

2. The estimates cited on p 170 that 50 percent of lie growth of demniand in B'iral I,
India, China, Costa Rica and many other developing countrics" Can b'he cutt tlroughstate of t(le art industrial e(utipmiierir, lighitigi: systems air coiditioniers ... " lack
credibility, as does tle claim that "(le cost of suci end-usC elI Iicity ivCstiiCils is olicit
a third or a quarter of (lie cost ot new powCr plmts". It is a I IIi of' the tIe hoax I hV
arc erpctratiing. They do riot say t hat their piouogiis, while allegedly being (cast cost,
requi re extensive cross subsidlies -- e.g. through give-away -$25-lIighthuIl b progrris and
rebates on the tariffs of ''participating consiuCrs" . If they are cost e fective. why do they
require huge stubsidies?

I am sure that Most peiOle inl developing ConIrries would irImleed like to Irve
"state-of-the ar aair cornd it i oniers'" and refrigerators, but how mmy could al ord theimi? I
hope the day soon arrives when everyone can. But how large will their electricity
CoInSirumption levels then be'? Optimnistical y, perhaps onic-q uarte r of that of (Ihe United
States today, say 3000 M per capita. If this (urns out to be tle Case, then (lite total
installed capacity and outpirt in deve loping courn tries would he (aI low inrig for population
growilb):

• 35 trillion kWh (000 TW10, as compared witi 2.5 trillion kWh today arid
3.6 trillion kWh inl North America; and

• 9 million MW (9000 GW), as conmpared with roighi ly 0.6 million NW
today nd 0.9 million MW ii No Il Anierica.

Th'lis of course assumes big gains in cnergy-e fficiency, which we believae are possible,
given good policies to promote it. llowever, thlie gainis will iot Come troritm1 ieavy' Ihdarided
inte rve ntion ismrn espoused by Rie et. al, hut throurghI good ectnomit and tonnertecial
polices that they have explicitly rejected. The above calculations also ass ume good lai ly
plIiiiig policies and edicational p 7ograis will be inr place and that incomics will ise --

otherwise, populations Will be much hi glier.

3. how carn stici growthII of energy deiands he reconci led wit h a better en vironii i ent?
Even if the rest of' the world manages with one tenth ofi tle anionu1nt of pet capita
consumption of that of' the Unlited States, we are still lcft with pioductnetion anrid cipacity
requircmerits of over 15 trillion k aVid a - million MW rspetiyely, six tinnmes to idayv's
lcvcls. )cniying people electricity anld Imodern fuels will leave inherit deperndlit on dunlig
arid wood ('or firel1 arid ii poverished on anr unhliinkable scale. t votild giarantee tIre
destruction of ilre remainig Forests and woodhmanids as people scarch or fuel aid for aind
(tle loss of crop res idies duirnrg vould trnIdermiire productIIivity and y ields il ag r rec
Tle onlyv susta iniable route, as far as the energV iridLIstry is Concernied, will be h) 1n o
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Hi is inI tis last respect that the Bank's staff would welcome a costructive
diilogie with those interested inl suistainable development. We riced efciciency, mnd we
believe the Bank is espousing policics that will piomlote it. It is wholly counleiproduictive
to Imisicpresent these policies. We will also need tle low-pollutinog technologies aid the
civironiential policies that promote their use. I believe there is some C1onm1101ion riound
here, it Mr. Ricli and his colleagues wish to e xplore it

cc and Attachmeit:

Messrs. Richard Stern, Trevor Byer (IENDR), Karl Jechoutek (IENPD),
H ossein Rozavi (IENOG), Elkyn Chaparro (FPDVP).
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GLOBAL ENVRONMEIT FACILITY
ADMIWSTRATOR'S OFFICE
THE WORLD BANK/IFC/MIGA

OFFICE MEMORANDUM

DATE: February 18, 1994

TO: Alexander Shakow,

FROM: Ian Johnson, ENVGE7 a AAC\

EXTENSION: 473-1053

SUBJECT: Mortgaging the Earth

Further to your memo of yesterday's date, please find attached a short note in
response to those sections of Bruce Rich's book dealing with the GEF.

Having read much of the book, one really has to wonder whether it serves any purpose
to respond seriously to this National Enquirer-style diatribe.

Attachmem

cc: Messrs. Bruno (DEVCP), Mc Hugh (EXC), Serageldin (ESDVP),
Steer (ENVDR), Ms. Simmons (EXTITP)

lUohnson:cp
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Mortgaging the Earth:

In his short section on the GEF, Bruce Rich purports to describe
the origins of both the GEF itself and the scope and procedures for
its interventions. He sees the evolution of the GEF as
exemplifying the way the bank does business (top-down, structurally
incapable of integrating environmental concerns into its mainstream
activities, etc.), and goes on to illustrate what he sees as the
inevitably negative consequences of all this in two GEF
biodiversity projects, in Congo and Kenya.

Rich sees the creation of the GEF as driven by the bank's financial
complex. Its primary goal was to "sweeten the financial terms of
larger Bank loan packages". In fact the GEF was a donor
initiative; one of several advanced in the late 1980s. At first it
was viewed with considerable concern by the Bank which feared that
it would draw resources away from the bank's mainstream activities
such as IDA.

The proposal for the GEF was not drawn up in secret, as Rich
suggests. On the contrary, there was an unprecedented level of
interaction between the Bank (which was commissioned by the
Development Committee in the Fall of 1989 with elaborating and
operationalizing the original French proposal) and the 24 countries
that met at regular intervals between September 1989 and Nuvember
1990, when the scheme for the Pilot Phase was adopted.

In a world that normally chastises international bureaucracies for
sloth, it is surprising for Rich to criticize the Bank in this
instance for its speed in putting the GEF together. Rich V arther
laments that Congress and other legislatures did not participate in
the design of the GEF. This, of course, is not how inter-
governmental negotiations work. States are represented by their
delegations who must seek validation of any commitments they make
from their national authorities.

It is also inaccurate to say, moreover, that government delegations
were not well informed during the negotiations on the GEF. On the
contrary, extensive documentation was provided as the concept of
the GEF evolved over the course of the negotiations.

Rich does, nonetheless, put his finger on one of the complications
of international negotiations on the environment: because the
environment cuts across so many areas, the larger governmental
delegations typically consist of representatives from several
ministries, and ensuring consistency and coordination within
governments is often as challenging as forging consensus among
them.

The November 1990 agreement on the GEF was not a definitive blue-
print foisted upon unsuspecting and ill-informed governments.
Rather, the explicit intention of governments was to establish an
experimental Facility (initially for a limited duration) to see how
developing countries could most effectively be supported in their
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attempts to protect the global environment. From the beginning,
the aim of governments and the implementing agencies (which include
UNDP and UNEP in addition to the World bank) was to evaluate the

experience of the three-year Pilot Phase and to use the findings in
restructuring the arrangement if it was considered useful in

meeting its stated objectives. This evaluation was undertaken in

1993 and its findings have helped shape arrangements for GEF II.

The Bank did not subvert the creation of a new "green fund." The

idea of the GEF was never to provide an alternative institutional
focus for the increasing emphasis placed on sustainability by all
development agencies. Rather, it was designed to provide "new and
additional" grants to cover the extra cost involved in going beyond
the protection of the local and national environment (which is
considered a national priority to be factored into all development
planning) , and extending protection to the global environment.

In many instances, the best way to leverage these global benefits
is by modifying the design or technology in programs or proj ects
that would otherwise go forward without taking the -global
environmental dimension into account. Hence the link between GEE
projects and many regular World Bank (and, in future, other
institutions') loans. This is not a "sweetener" or a negation of
environmental responsibility, but a pragmatic way of helping
developing countries that would not otherwise be willing to pay for
the incremental costs of global environmental benefits. The aim of
the GEE is not to fund more projects, but to add to their
sustainability.

Rich has his story back-to-front when he asserts that the bank
tried to incorporate the Brazilian Rain Forest Fund - initiated by
the Group of Seven - into the GEF. In reality, the donors wanted
to create an account for this purpose in GEF. The bank and the
other GEE implementing agencies resisted this proposal because it
would have run counter to the Facility's focus on problems rather
than places. The fact that donors ended up contributing only a tiny
fraction of the $250 million originally envisaged for the rain
forest fund is interpreted by many observers as the result of their
failure to fuse the two initiatives.

The two GEF projects advanced by Rich as examples of the Bank's
damaging stewardship of GEF resources are misrepresented.

He advances for the umpteenth time EDF's standard criticism of the

GEF Congo Wildlands Protection Project. This project was examined
in detail at a special consultation in Washington, D.C., in April
1992. EDE's critique was comprehensively rebuffed by the

expatriate representative of the U.S. non-governmental organization
responsible for implementing the project on the ground. His eleven
year residency in the project area was in sharp contrast to the
f ield experience of the EDF staf f er who critiqued the pro j ect. She
had been to the Congo but, it emerged, had never visited the
project site. EDF' s charges - that the GEF grant was bound up in
a bank loan designed to hasten the destruction of Congo's remaining
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rain forest - were publicly demolished at a meeting attended by
more than 100 government representatives, NGOs, and agency staff.

What emerged at the Washington meeting (and in the documentation
made available to all participants at the meeting which included
every shred of material ever produced about the project) is that
the bank project for natural resource management to which the GEF
grant was originally linked (it was dropped because of Congo's non-
accrual status) was not designed to facilitate the destruction of
Congo's primary forest. On the contrary, it would have provided a
more supportive national environmental framework for the GEF grant
by promoting the sustainable use of a wide range of natural
resources. It certainly would not have supported any logging
activities in protected areas or encouraged any increase in logging
or log exports from those areas, as Rich asserts.

Meanwhile the GEF project specifically prohibits logging in the six
areas covered by the GEF project. And the fact that the GEF
project went ahead without the bank loan (which was actually an IDA
credit) disproves Rich's suggestion that the GEF grant was bait to
"jump start" the larger scheme.

The road to be built as part of the project - along which Rich
envisions some massive migratory movement in the future - is in
fact a short, narrow track to allow project staff access to one
corner of the project area.

Incidentally, it is ironic that Rich cites UNDP as the source of
many of the criticisms of the GEF project in the Congo, onl to go
on - a few pages later (see P.271) - to impugn in the strongest
terms the integrity and competence of the agency.

Rich sees the Congo project as a "startling example of the Bank's
negative environmental alchemy." Rather, the evidence suggests
that it is an example of EDF's finesse at ignoring what is
happening on the ground if this does not support its position.

In Kenya, there is no forcible resettlement of the local human
population - as Rich suggests - in an area along the Tana River
where a GEF project is planned to protect endangered primate
species. The proposed project could provide funds for people now
living inside the Tana River Primate National Reserve if they chose
to resettle and requested assistance in doing so. Contrary to
Rich's assertion, the Tana River project is not linked to a new
bank agriculture loan.

In his comments on these projects - and the GEF process generally -
Rich criticises the bank for the insufficiency of the information
it provides. He also rejects the usefulness of the frequent
consultations organized by the GEF as "one-sided affairs where
groups [are] informed of decisions taken behind closed doors."

It would seem that Rich is unaware of - or chooses to ignore - many
of the innovations in information-sharing and consultation (with



affected groups and international NGOs) that have been introduced
both by the bank and the other GEF implementing agencies while he

was cloistered away writing his book. Now that he has emerged, he
may be interested to know that many of his colleagues in the NGO
community - as well as government - have come to see the GEF as a
model in both the role NGOs have been accorded in project-specific
activities and their inclusion to an unprecedented degree in
consultations related to the GEF's overall policy and the

operational practices of its implementing agencies.

In a paper presented to governments in November 1993, it is

suggested that a more systematic approach to NGO involvement and
consultation be one of the guiding principles in the next phase of
the GEF. Their contribution will also be sought in monitoring the
GEF portfolio as it matures.

Meanwhile, the entry into force of the new global environmental
conventions signed at UNCED will provide the kind of guidance and
local perspective that will help make GEF activities more effective
in curbing damage to the global environment in the future.

NVanpraag:18february.
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OFFICE MEMORANDUM
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TO: Alexander Shakow, E R

FROM: Ian Johnson, ENVG 5A-

EXTENSION: 473-1053

SUBJECT: Mortgaging the Earth

Further to your memo of February 16, please find attached a short note in response

to those sections of Bruce Rich's book dealing with the GEF.

Having read much of the book, one really has to wonder whether it serves any purpose

to respond seriously to this National Enquirer-style diatribe.

Attachment

cc: Messrs. Bruno (DEVCP), Mc Hugh (EXC), Serageldin (ESDVP),
Steer (ENVDR), Ms. Simmons (EXTIP)

lJohnson: cp



Mortgaging the Earth:

In his short section on the GEF, Bruce Rich describes the
Facility's creation and evolution as exemplifying the way the Bank
does business (top-down, structurally incapable of integrating
environmental concerns into its mainstream activities, and so on) .
He goes on to illustrate what he sees as the inevitably negative
consequences of this modus operandi in two GEF biodiversity
projects, in Congo and Kenya.

Rich sees the creation of the GEF as driven by the Bank's financial
complex. Its primary goal was to "sweeten the financial terms of
larger Bank loan packages". In fact the GEF was a donor
initiative; one of several advanced in the late 1980s. At first it
was viewed with considerable concern by the Bank which feared that
it would draw resources away from the Bank's mainstream activities
such as IDA.

The proposal for the GEF was not drawn up in secret, as Rich
suggests. On the contrary, there was an unprecedented level of
interaction between the Bank (which was commissioned by the
Development Committee in the Fall of 1989 with elaborating and
operationalizing the original French proposal) and the 24 countries
that met at regular intervals between September 1989 and November
1990, when the scheme for the Pilot Phase was adopted.

In a world that normally faults international bureaucracies for
sloth, it is surprising for Rich to criticize the Bank in this
instance for its speed in putting the GEF together. Rich further
complains that Congress and other legislatures did not participate
in the design of the GEF. This, of course, is not how inter-
governmental negotiations work. States are represented by
delegations who must seek validation of any commitments they make
from national authorities.

It is also inaccurate to say, moreover, that government delegations
were not well informed during the negotiations on the GEF. On the
contrary, extensive documentation was provided as the concept of
the GEF evolved.

Rich does, nonetheless, put his finger on one of the complications
of international negotiations on the environment: because the
environment cuts across so many areas, the larger governmental
delegations typically consist of representatives from several
ministries, and ensuring consistency and coordination within
governments is often as challenging as forging consensus among
them. This fact of life cannot, however, be layed at the door of
the Bank that Rich accuses of having forced the pace of the GEF
negotiations beyond governments' ability to keep up.

The November 1990 agreement on the GEF was not a definitive blue-
print foisted upon unsuspecting and ill-informed governments.
Rather, the explicit intention of governments was to establish an
experimental Facility (initially for a limited duration) to see how



developing countries could most effectively be supported in their
attempts to protect the global environment. From the
beginning, the aim of governments and the implementing agencies
(which include UNDP and UNEP in addition to the World Bank) was to
evaluate the experience of the three-year Pilot Phase and to use
the findings in restructuring the arrangement if it was considered
useful in meeting its stated objectives. This evaluation was
undertaken in 1993 and its findings have helped shape arrangements
for GEF II.

The Bank did not subvert the creation of a new "green fund." The
idea of the GEF was never to provide an alternative institutional
focus for the increasing emphasis placed on sustainability by all
development agencies. Rather, it was designed to provide "new and
additional" grants to cover the extra cost involved in going beyond
the protection of the local and national environment (which is
considered a national priority to be factored into all development
planning), and extending protection to the global environment.

In many instances, the best way to leverage these global benefits
is by modifying the design of projects that would otherwise go
ahead without taking account of the global environmental dimension.
Hence the link between GEF projects and many regular World Bank
(and, in future, other institutions') loans. This is not a
"sweetener" or a negation of environmental responsibility, but a
pragmatic way of helping developing countries that would not
otherwise be willing to pay for the incremental costs of global
environmental benefits. The aim of the GEF is not to fund more
projects, but to add to their sustainability.

Rich has his story back-to-front when he asserts that the Bank
tried to incorporate the Brazilian Rain Forest Fund - initiated by
the Group of Seven - into the GEF. In reality, the donors wanted
to create an account for this purpose in GEF. The Bank and the
other GEF implementing agencies resisted this proposal because it
would have run counter to the Facility's focus on problems rather
than places. The fact that donors ended up contributing only a tiny
fraction of the $250 million originally envisaged for the rain
forest fund is interpreted by many observers as the result of their
failure to fuse the two initiatives.

The two GEF projects advanced by Rich as examples of the Bank's
damaging stewardship of GEF resources are misrepresented.

He advances for the umpteenth time EDF's standard criticism of the
GEF Congo Wildlands Protection Project. This project was examined
in detail at a special consultation in Washington, D.C., in April
1992. EDF's critique - that the GEF grant was bound up in a Bank
loan designed to hasten the destruction of Congo's remaining rain
forest - was comprehensively rebuffed by the expatriate
representative of the U.S. non-governmental organization
responsible for implementing the project on the ground. His eleven
year residency in the project area was in sharp contrast to the
field experience of the EDF staffer who critiqued the project. She



had been to the Congo but, it emerged, had never visited the
project site.

What emerged at the Washington meeting (and in the documentation
made available to all participants at the meeting which included
every shred of material ever produced about the project) is that
the Bank project for natural resource management to which the GEF
grant was originally linked (it was dropped because of Congo's non-
accrual status) would not have supported logging activities in
protected areas or encouraged any increase in logging or log
exports from those areas, as Rich asserts. The fact that the GEF
project went ahead without the Bank loan disproves Rich's
suggestion that the GEF grant was bait to "jump start" the larger
scheme.

The road to be built as part of the project - along which Rich
envisions some massive migratory movement - is in fact a short,
narrow track to allow project staff access to one corner of the
project area.

Incidentally, it is ironic that Rich cites UNDP as the source of
many of the criticisms of the GEF project in the Congo, only to go
on - a few pages later (see P.271) - to impugn the integrity and
competence of the agency.

Rich sees the Congo project as a "startling example of the Bank's
negative environmental alchemy." Rather, the evidence suggests
that it is an example of EDF's finesse at ignoring what is
happening on the ground if this does not support its position.

In Kenya, there is no forcible resettlement of the local human
population - as Rich suggests - in an area along the Tana River
where a GEF project is planned to protect endangered primate
species. The proposed project could provide funds for people now
living inside the Tana River Primate National Reserve if they chose
to resettle and requested assistance in doing so. Contrary to
Rich's assertion, the Tana River project is not linked to a new
Bank agriculture loan.

In his comments on these projects - and the GEF process generally -
Rich criticises the Bank for the insufficiency of the information
it provides. He also rejects the usefulness of the frequent
consultations organized by the GEF as "one-sided affairs where
groups [are] informed of decisions taken behind closed doors."

It would seem that Rich is unaware of - or chooses to ignore - many
of the innovations in information-sharing and consultation (with
affected groups and international NGOs) that have been introduced
both by the Bank and the other GEF implementing agencies while he
was cloistered away writing his book. Now that he has emerged, he
may be interested to know that many of his colleagues in the NGO
community - as well as government - have come to see the GEF as a
model in both the role NGOs have been accorded in project-specific
activities and their inclusion to an unprecedented degree in



consultations related to the GEF's overall policy and the
operational practices of its implementing agencies.

In a paper presented to governments in November 1993, it is
suggested that a more systematic approach to NGO involvement and
consultation be one of the guiding principles in the next phase of
the GEF. Their contribution will also be sought in monitoring the
GEF portfolio as it matures.

Meanwhile, the entry into force of the new global environmental
conventions signed at UNCED will provide the kind of guidance and
local perspective that will help make GEF activities more effective
in curbing damage to the global environment in the future.

NVanpraag:18february.



InterOffice Memo
To: Matthew McHugh, Alex Shakow, Tim Cullen,

From: Peter Stephens

Date: June 8, 1994

Subject: Bruce Rich

Attached is a note I received from Bill McCleary after he spoke at an NGO function on
the same panel as Bruce Rich. I helped brief him (the Steer tape and the prepared
responses to the book were most useful), and encouraged him to take part. His
encouraging report, following on from Andrew Steer's excellent performance, underscores
my belief that there are probably 1000 people in the Bank whose knowledge and
commitment makes them more than able to dispatch Mr, Rich's shabby rhetoric and
ideological criticisms.

Regards,



THE WORLD BANK / IFC / MIGA

OFFICE MEMORANDUM
DATE: June 7, 1994

To: Callisto Madavo, EA1DR

FROM: William McCleary, EAIDRY

EXTENSION: 33014

SUBJECT: Bruce Rich and the Indochina NGOs

On June 3, I spoke at the all conference plenary of the Fifth National Conference of

the US NGO Forum on Viet Nam, Cambodia and Laos. Attending were about 300 NGO members,

government officials, academics, and others interested in the countries of Indochina (a list of

principal speakers is attached as is the four day agenda). The title of our panel was "Macroeconomic

Changes: The Positive and Negative Aspects of International Aid and Development Strategies.

Also with me on the panel were government officials from the three countries:

Ms. Dinh Thi Minh Huyen, Vice Director of the Department of International

Cooperation, Ministry of Foreign Affairs, Viet Nam

Mr. Cham Prasidh, Secretary of State, Ministry of Economy and Finance, Cambodia

Mr. Pheng Intharath, Deputy Director of the International Economic Cooperation

Department, Committee for Planning and Cooperation, Laos

Bruce Rich was also on the panel.

Since I was to be the first speaker, I figured that the best defense is a good offense.

My strategy was to set the development record straight, show that Viet Narn/Cambodia/Laos were

following a development strategy that had a proven track record in East Asia, show the contribution

that the World Bank was making across a wide spectrum, and get Bruce Rich to explain himself.

Elaborating a bit more, the main points of my speech were as follows (a copy of my speech is

attached; the charts were presented through an overhead projector and hard copies were handed out):

First, by following a "market oriented" approach East Asia had brought about three

decades of rapid growth, substantial improvements across a range of social indicators, and significant

reductions in poverty both absolutely and proportionately. This was true even in Thailand and

Indonesia which had gotten some bad press for widening gaps between "the haves and have nots."

What this all adds up to is the most massive improvement in human welfare in mankind's history.

Secondly, while East Asia's environmental record was the worst among regions and

while the Bank had been slow to take up environmental concerns, the countries and Bank were

developing a set of policy changes which would support environmentally sustainable development -

- e.g. population policies, more appropriate pricing, recognition of property rights, environmental

assessments for public projects, etc.

Third, the three countries had made substanfial progress in moving towards more liberal

market economies but the remaining agenda was large. Fourth, the Bank was working with the

countries across a number of key areas: macropolicy (with particular emphasis on expenditure
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priorities), transition to market (finance and trade, privatization, legal reforms), infrastructure,
poverty alleviations, and the environment. [I let the record speak for itself - obviously a speech could
only lightly touch on it - but when you look at the spectrum of what the Bank does, its pretty
amazing].

Lastly, among my closing points, I said that others appeared to espouse a different
strategy in which all energy projects were suspect on environmental grounds, LDCs could meet their
energy needs through conservation (even though their energy use per capita was 10 -20 percent that
of OECD countries), and development consists of indigenous peoples living in harmony with nature.
All of this adds up to a profoundly anti-development stance. Government officials - and citizens of
the three countries at this meeting - had the right to ask Mr. Rich to explain what all this meant;
what was his vision for their countries and what would this mean for the welfare of their people?
Following my speech, the two officials sitting on either side of me (from Viet Nam and Cambodia)
turned to me and said "that was wonderful, thanks for saying it."

Bruce Rich's speech did not respond directly and consisted of a litany of his usual
complaints about aid and the Bank. First, that aid should come from more diverse sources - e.g.
NGOs, other agencies, private sector - not just from multilateral and bilateral aid agencies. Second,
that the World Bank was too top heavy and centralized, hence not very responsive to staff or to new
outside initiatives. Third, that transparency was lacking, very little information was given out by
the Bank (even the new PIDs were too little and too late). Fourth, that the Bank emphasized
quantity over quality, with 37% of projects rated as failures and many conditionalities/loan covenants
not met. Fifth, that Bank projects were too large and too capital-intensive and dedicated to
increasing exports. In closing, he turned to the experience of Thailand. He did have to agree, he
said, that Thailand was a "success story"in terms of growth and increasing the well-being of its
people (try to get this interpretation out of Chapter I of his book, however, which is a litany of
complaints about the insensitivity of Thai developers). Basically his complaints were against Thai
projects going all the way back to 1956 - too big, too much resettlement, complicity between the
World Bank and operating ministries with no consultation with the people, and projects that fall short
of specifications in terms of power or irrigated water delivered.

The question and answer period was too short as time had nearly run out. Questions
were raised about why aid had to involve exports of goods and consultants from developed
countries1 (why aid couldn't be used to buy local goods and local consultants), wouldn't it be better
if project ideas and designs came from countries themselves, what did the countries feel about energy
projects (they were unequivocally for them). Finally toward the end an NGO rep asked Rich why
he hadn't answered my question, what was his vision for LDCs. Rich replied that he hadn't
responded because my description was "an unfair caricature of his position" (I thought to myself
"GOTCHA, two can play this game!"). He went on to say that he thought that more attention ought
to be placed on conservation. In the coffee break following, a large number of government officials
and NGO representatives came up to me and said that Rich had never answered my question.

In general, I think that Bruce Rich was rattled by this whole session. What lessons are
to be learned from all this? There are a number. First, put the development record straight. There
are a lot of successes. Second, put the projects record straight, the Bank does more than build
massive projects (I made a start here but I should have done more). Thirdly, the Bank has friends

1/ Don't ever try to explain to 300 NGO representatives why aid must involve a real resource
transfer; their eyes glaze over (who can blame them).
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out there, get them to tell their story. Government officials and many NGOs support us (Rich would

just say that we've coopted them). Rich is successful partly because he plays David against Goliath

and partly because he claims to have the people on his side (and also, obviously, because he's

willing to play fast and loose with the truth for effect). What about the beneficiaries of our projects,

he doesn't speak for them nor does he even seem interested in them. Fourth, get Bruce Rich to

answer our questions - what is his vision, what energy projects are acceptable, what savings from

conservation are feasible, are alternative energy sources cost efficient? I don't think he can provide

sensible answers to these questions. Lastly, on further reflection, I'm not convinced that my

statement of his position was a caricature. Despite his protests, I think he is very much against

development. He didn't answer the question because that would have made it clear. It goes beyond

than the environment, moreover, he is against everything that is modern and big - governments,

corporations, aid agencies, consulting firms, etc. As much as we all welcome the rise of democratic

movements and appreciate the work of those NGOs who can get closer to the people on a continuous

basis then we can, many NGOs do not "represent the people" and trying to build a coherent

development strategy around hundreds of NGOs, most with their own narrow agendas, would be a

very difficult task for any country.

cc: Messrs/Mmes: Kaji, Thomas, Shilling, Hammer, Stephens (EAPVP); Messenger

(ASTDR); Steer (ENVDR); Koch-Weser (ASTEN); EAt DMG; Darlan,

Dollar, Sundberg (EA1CO), Newfarmer (EA21E)

Attachments

WMCCLEARY:ABC
CAWP5 \BILUSPEECH.MEM



DEVELOPMENT STRATEGIES IN INDOCHINA AND THE BANK'S ROLE

What is the Nature of Development Strategy being followed in V-C-L

A. What follows are broad generalizations across 3
countries - clearly differences among them in progress in
reform programs to date, culture, government capacity,
population density, access to the sea, degree of devastation
from war, extent of command and contro. There are also
evident similarities: very low incomes, emerging transition
economies, environmental degradation, fairly even income
distribution. What is the "paradigm" these countries are
following.

B. Overall development strategy is what might be called
"market friendly" or "marketed oriented" -- a movement away
from command and controls and large gov't intervention
toward greater reliance on markets, prices and enterprises.

C. What are the key elements of such a strategy? I call
your attention to Chart . There are four key elements.

* pursuit of macroeconomic stability: conservative monetary and fiscal
policies to keep inflation rates low and external imbalances low (needs

for foreign capital to levels which can be sustained over time).
* ensuring the right climate for enterprise: by ensuring competitive

markets, removing market rigidities (such as controls on prices or

prohibitions on entry of new firms), clarifying the legal structure and

provision of infrastructure (roads, power, irrigation to support the
private sector).

v fostering integration with the world economy through open trade and

capital flows: helps to increase efficiency of domestic firms and

increases access to foreign technology.
* invest in people: ensure access to basic education and basic health

services to increase human welfare, increase productivity, reduce
population growth

D. Does such a Paradigm work? We have very clear
evidence that it does from 3 decades of East Asia experience.

* GNP growth at more than 7% p.a. and per capita more than 5%p.a.
Export growth at 9% p.a. (double that for LDCs as group)



V Charts 2-4 show some remarkable results. Chart 2 shows remarkable

improvement in school enrollments, improvements in infant mortality

and reduction in total fertility rate. All leading to a sharp increase in life

expectancy.
a This suggests that large numbers must have benefited from

development. Charts 3 & 4 confirm that this is so.

• Chart 3 shows sharp drop in people in poverty in the region as a whole

both proportionately and absolutely.
• Chart 4 shows the sharp drops for selected countries - even Thailand

and Indonesia. These are particularly interesting because the

expressions in the popular press of growing gaps between the rich and

poor - the "Two Thailands" - strongly suggest that the poor haven't

benefited from growth. The evidence here shows the opposite; the

interesting question is whether this is continuing today.

E. Three points are worth stressing:

* Let me put the charts you have just seen in perspective for you; they

represent the largest and most sustained improvement in human

welfare in mankind's history. Despite assertions by some to the

contrary, development is not a failure across substantial areas of the

globe.
* the example can be extended to countries in other regions; that is there

are numerous success stories elsewhere and the success stories in

LAC, Africa and South Asia cluster around countries that come close to

the paradigm. Economic management matters.

a Before moving to my next topic, I would end with a note of caution. I

am not saying that there is a standard prescription for development.

Countries clearly vary in capacity, in extent of government intervention

and size of public sector, and extent of openness. What I am saying is

that there is a broad pattern which characterises successful developing

countries.



11. Development and The Environment

A. East Asian Experience

East Asia has made good progress in such environmental areas as rural
sanitation and access to drinking water, but its record in other areas is
worst among developing regions e.g. in energy intensity, carbon dioxide
emissions, waterlogging and rate of deforestation. Countries are realizing
that much needs to be done. The Bank was slow to react at first but now
accords to environment a very high priority. Together we are searching for
a program for sustainable development.

B. Program for Environmental Sustainability

We think the key elements are:

1. Reducing population growth - increasing access to contraception and
increasing access to education, especially for females (latter reduces
TFR).

2. Eliminating price distortions - many goods outright subsidized (not to
mention the fact their pollution costs are ignored). Gov't subsidizes
energy, water, fertilizers and pesticides which encourages overuse.

3. Changing polluters' behavior - two types of action are possible.

a market-based policies: tax or charge polluters for the damage they
cause. These are potentially most efficient because they can mimic a

market solution and because they encourage enterprises with the
lowest costs of control to take the most action thus imposing the least
cost on the economy (the closer these taxes can be attached to the
source of pollution, the better)

a "Command and control" - spell out acceptable levels of pollution and

then which technology/what production method must be used to

achieve. This may be faster and more certain (especially if there are a

few large polluters), but they tend to be difficult to enforce, quite costly
and quite rigid stifling new innovation.

• Mixture often desirable: for example taxes on fuel plus mandated

change in fuel contents and engine characteristics.



4. Clarify Property Rights and Responsibilities

* Titling rights to land and forests have provided security and certainty

and led to practices which reduce erosion, unnecessary cutting of

timber.

a Communal Management Practices: actually traditional practices served

quite well until population pressure, commercialization, new

technologies cause systems to break down; reconstituting these

communal systems has worked provided there are clear programs and

responsibilities, adequate legal protection, and clear leadership. The

provision of off-farm employment opportunities also help.

5. Income Generating Opportunities: it is impossible to get people to care

for the environment at the cost of income/welfare. Population

pressures and poverty will tend to continue to cause environmental

damage: what is needed are (a) off-farm employment (b) plus the

introduction of farming or crop technologies which provide acceptable

(less damaging) alternative income sources.

6. Environmental Impact Assessment for gov't projects - both that

financed from the budget and that by SOEs (the latter is especially

important as SOEs may not be so responsive to price signals)



ll. Reforms to Date in the Countries of Indochina

The reforms achieved to date in Viet Nam, Cambodia and Laos have been

quite impressive. A sample of the most important are listed in Chart 5.

Several points are worth stressing:

1. Financial management has been very conservative with budget deficits
brought to level that could be financial and money supply growth
constraints. Result is sharp drop in inflation and a more stable price
regime which is favorable for investment. Thus you have growth of 6 -
8% and inflation under 10%.

2. Secondly prices and exchange rates have been freed and are now
determined by market forces. Substantial legal reforms and constraints
on state enterprises have opened up economy to private sector.

3. Economies open to foreign trade and to foreign investment although
tariffs remain quite high.



IV. The Remaining Agenda

At the risk of gross oversimplification, the Agenda of key objectives and

policies that these three governments face contains 5 areas/categories. I'd

like to outline the direction the gov't is taking plus the support the Bank is

trying to give (as well as other multi-lateral/bilateral donors and NGOs)

A. Macroeconomic Stability

Macroeconomic progress is extremely impressive but also extremely

fragile in that revenue sources are too dependent on state enterprises,

import duties and (in some cases) mineral resources and in that

expenditures have been badly compressed to reduce deficits (this is

not sustainable).

* revenue sources are being strengthened usually through the

introduction of broad-based domestic taxes such as the VAT and

corporate and personal income taxes. IMF and external grants support

this.

• Bank is concentrating more on expenditure, helping Gov't to achieve a

clearer economic and functional classification of expenditures and to

conduct PER/PIRs to get a clearer perspective on expenditure priorities.

This will help to cut unnecessary expenditure and to shift allocations

toward priorities in physical infrastructure and human resources

B. Transition to the Market

This is very complex and its possible only to give you a very light overview

of what is underway. As I said above, achievement in this area are already

impressive, often obtained with some advice from foreign sources but in

some cases very little financial assistance. Again with some

oversimplification, four areas are worth emphasizing

* State economic enterprises: not really the source of instability that

they are in E. Eur/FSU in that they aren't large, aren't nearly so

unprofitable and gov'ts have cut them off from the budget. The agenda

here is for gov'ts to develop clearer pictures of what SOEs will remain

in public sector and a program of privatization and liquidation for the

remainder.

a Financial System: in most instances, communist style monobank has

been split into a central bank and commercial banks, the entry of new

private banks allowed, and interest rates freed up (or at least been



made to yield positive real returns). The questions then are to
strengthen the capacity of central bank to supervise banks, improve the
quality of staff in commercial banks, and conduct audits to get a clear
picture of the extent of bad debt (most of which was inherited from the
communist system). The end objective here is to strengthen the
confidence of the public in the banking system and to increase
financial system's ability to mobilize domestic financial resources

• Legal Reforms: large legal studies needed to support a more private-
sector oriented economy - both laws and implementing regulations.
Much of this preparation supported by funds from many countries, but
Bank is contributing in some cases with UNDP support to provide an
overall advisory role to assure consistency.

• Trade Reform: much has been done to reduce physical controls (QRs)
on imports, to allow more private enterprises into import and export
business, and to lower tariffs. Remaining agenda is to get rid of most
remaining physical controls and restructure tariffs so that (1) overall

protection is reasonable (allows domestic development and some
incentive to export) and (2) there are not wildly different incentives to
produce some goods and not others.

C. Infrastructure

1. Deteriorating and outright shortages of physical infrastructure are the

single largest constraint to development. Situation comes from

devastation of war, neglect under previous regimes and outright
poverty.

2. Key areas - transport, power, irrigation and water and sanitation. These

are crucial to overall growth and to raising welfare of great masses of
people.

3. Several Principles important as guides

a important to focus investment efforts on those projects which have the

biggest payoffs in terms of income and poverty objectives. Public

Expenditure Reviews, as above, can help in this regard

* Rehabilitation/O&M need to be high priorities - payoffs are quicker and

higher (and less costly than expansions of the system) and there is less

disturbance to environment and people



* Cost recovery should be critical element

gov't needs the resources

prices help to restrain the growth in demand

prices also help to assure that users are aware of and help to pay for

the costs they are imposing on society by use - whether its wear and

tear, congestion or pollution

D. Poverty

There are several dimensions to the poverty question the 3 countries face

1. Displacement of staff is taking place as the public sector (SOEs and

civil service) shrinks relative to size of the economy. This seems to be

less of a problem than in E. Europe and FSU because separation

packages/severance pay are relatively generous and because rapid

growth is generating employment opportunities. Training and

relocation assistance is often all the additional help that is needed.

2. Income distribution in these countries is relatively equal, disparities

between rich and poor are comparatively smaller than in other

countries. This is a real advantage: if creations of monopoly

advantages can be avoided and if public expenditure patterns can be

developed to assure that the poor have access to key public services -

education, health, water and sanitation and agricultural advice,

economic growth should be reasonably equitable. That is, "trickle

down growth" works here because you've rigged the system so that the

many benefit from growth.

3. The Bank itself has projects, either underway or in the pipeline, that

cover primary education; population planning and basic health

services, nutrition aimed at mother and children health. All of these

have poverty alleviation as their basic motive.

4. Lastly, Living Standards Measurement Surveys have been carried out in

both Viet Nam and Laos and the Government and Bank are now

engaged in poverty studies which shall be completed in the next 6-9

months. These studies will enable us to determine extent and locale of

poverty and the access or the poor to public services. Hence, they will

provide strong basis for reallocating gov't expenditure so as to have a

bigger poverty impact.



E. Environment

1. A partial list of the environmental problems the 3 countries face
includes the following (w/ being very specific about which countries
face which problems)

a rapid degradation of forest resources due to logging, conversion of
forest land to agriculture, and shifting cultivation

* the so-called "barren hills" an area of some 13.4 million hectares in Viet
Nam (twice the land under current cultivation) which have reduced to
low productivity

0 watershed degradation through serious erosion and siltation problems.

* the deterioration of wetlands largely resulting from "shifting
aquaculture"

* inadequate urban waste water treatment (as well as badly deteriorating
water supply systems) which result in contaminated urban supplies

* degradation of biodiversity resources through the loss of forest cover
and the absence of conservation programs

The Bank, other donors, and a large number of NGOs have been working
to get a handle on some of these problems.

2. In Laos, the Bank has completed a report on the Environment (dated
December 1993). In Viet Nam, a similar report is underway and should
be completed within the next six months. Reports in both countries are
to be followed by preparation of a National Environmental Action Plan.
In both cases, the reports and the recommendations cover the key
areas noted above plus the strengthening of policies, the regulatory
system and institutional capacity to carry out needed environmental
reform

* In Viet Nam, the Bank is involved in the "barren hills project", the
development of 14 million hectares through the introduction of
sustainable agricultural production techniques, reforestation and
watershed management (project is expected in FY95 or 96). A FY96

project will attack the major urban pollution problem - the urban water

supply.



* In Laos, the Bank's Board has just approved a Forest Management and

Conservation Project which (a) strengthens Department of Forestry,
providing tougher laws regulating logging and more effective

enforcement (b) increases the domestic price of logs thus ending
subsidization of an inefficient domestic sawmill/wood processing
industry, reducing illegal 'logging, and reducing timber felled; (c) gives

local people legal title over their land and trains them in forest

protection and sustainable forest production (based on evidence that

only if local people own and maintain the project will it succeed), (d)
harvesting of logs is only allowed by communities which have

developed approved forest management plans which consist of

inventories, sustainable production, and sound conservation practices.

[OTHER NOTES NOT INCLUDED IN SPEECH:

(e) no resettlement () locals have access to forest resources (g) there are

protected areas after some areas zoned for local use (h) no plans for

"ethnic minorities or indigeneous peoples" because there are local plans

in each area (i.e. no national plans for minorities are needed or would be

appropriate); (I) size is appropriate since Bank policy dictates that project

must be large enough to have an impact at a national level; (j) project does

not finance logging but assures that logging is regulated to assure

sustainable production. (k) a full Environmental Analysis has been

prepared and is available.]

In Cambodia, we have a biodiversity assessment under the Global

Environment Facility and rehabilitation projects for both infrastructure and

agriculture.

F. Other Lending

Note that in all 3 countries, we have planned structural adjustment credits

in the next 2 years.



V. Concluding Thoughts:

I would like to stress 4 points

A. The record on economic development is really quite good - much
better than some would have you believe. In many countries, per capita

incomes have risen strongly, social welfare indicators have improved,
and the numbers in poverty have dropped sharply. Good economic

management seems to be the key - conservative financial policies,
absence of severe market distortions, openness to the outside world

and investments in human resources.

B. Others appear to advocate a different philosophy of development. Its

hard to see what it adds up to, however; it seems to consist of (1)

rejecting virtually all energy projects on environmental grounds; (2) a
belief that LDCs can meet their energy needs through conservation

(even though their energy consumption is 1/10 - 1/20 that of developed
countries; (3) and a belief in indigenous peoples developing in

harmony with nature. While all this respect for the environment is

admirable, this adds up to a profoundly anti-development stance. They

don't want LDCs to develop; you - the assembled governments and

NGOs here - should ask them to be very explicit about what their vision

for your country is and what precisely will it mean for the welfare of

your people.

C. The Bank's past policy on the environment left something to be

desired. The world is a different place that it was 10 or even 5 years

ago and the World Bank is changing also. We are listening and our

practices today are better than a few years ago.

D. The World Bank works with many NGOs, some of which are present

here today. We welcome it. Your constructive criticism is good for us

and hopefully will make us better.



CHART 1
ELEMENTS OFJMARKET-ORIENTED DEVELOPMENT STRATEGY

Macroeconomic Stability

improving Climate For Enterprise

Fostering Integration with World Economy

Investments in People



CHART 2
East Asia Region

Selected Social Indicators

High Income Countries

1965 1990 1990

Daily Calorie Supply (per cap) 1939 2617
Enrollment rate in:

primary school (%)88 100 100
secondary school (%) 23 46 (a) 73 (a)

Adult illiteracy rate (%) -- 24 4
female -- 34 5 (b)

Infant mortality (per 1000) 95 34 8
Total Fertility Rate (per woman) 6.2 2.7 1.7
Life Expectancy at Birth (years) 51 68 77

male 52 67 73 (b)
female 55 70 80 (b)

a) data is for 1989
b) data is for European Community



CHART 3
EAST ASIA'S REDUCTION IN ABSOLUTE POVERTY

Incidence Number

(%) (million)

1970 35 400

1980 23 300
1990 10 180



CHART 4
PROPORTION OF POPULATION BELOW POVERTY LINE

Selected Countries

1970 1990

Indonesia 58 (a) 15

Malaysia 37 (b) 5

Korea 5

Thailand 59 (c) 16

(a) 1972
(b) 1973
(c) 1962



CHART 5 MAJOR REFORMS TO DATE

FISCAL REFORMS: Budget deficits brought to managable levels through expenditure

reductions and revenue increases

MONETARY POLICY: Money supply and inflation brought under control by reduced credit to

budget, restraint in overall credit growth and positive real interest rates

PRICE LIBERALIZATION: Virtually all price controls removed

DEVALUATION: Exchange rate sharply devalued and now largely determined by market

forces

RURAL REFORMS: Collective faming largely dismantled and agriculture returned to family

farming. Land lawsegive land use rights to peasant households

LEGAL REFORMS: Enactments of company, contract, land and bankruptcy laws.

FINANCIAL SECTOR REFORMS: Commercial banks separated from central bank. Entry of

private domestic and foreign banks allowed. Interest rates raised to positive real levels.

STATE ENTERPRISE SECTOR: end of subsidies from budget and positive real interest rates

tightens resources available for state enterprises. Reductions in numbers of state enterprises

through privatizations, mergers and closures.

PRIVATE SECTOR PROMOTION: private sector participation encouraged in most sectors of

the economy.

DIRECT FOREIGN INVESTMENT: liberal foreign investment laws encourage increased

volume of DFI

FOREIGN TRADE: Quantitative restrictions on imports and exports largely eliminated and

greater participation in foreign trade by private firms encouraged. Some tariff reductions



Cambodian Participants

Nouv Kanon is Secretary of State in the Office of Council of Ministers for the Royal Government of Cambodia.
He holds a degree in Technical Sciences from the University of Manchester. where he subsequently served as an
Assistant Lecturer. Prior to his current appointment. Kanon served as the representative of the FUNCINPEC party
in the United Kingdom, as Deputy Member of the SNC Secretariat in Phnom Penh. and as Vice Minister of the
Council of Ministers.

Venerable Monychenda is the Director of Buddhism for Development. He holds a Bachelors Degree. as well as
numerous training certficates. He previously served as Vice-president of the Khmer Buddhist Association at the
Site 11 camp in Thailand. as well as the Secretary General of the Khmer Buddhist Ecclesiastical Board. He has
written on Buddhist leadership and the "Life of Marriage," and attended numerous international conferences.
Watt Anlongvil, Khum A niongvl, Srok Sanker, Battambang, Cambodia

Heang Neang is a teacher trainer in the Ministry of Education. She holds a Bachelors Degree in Mathematics
from Kompong Cham. She has taught at the primary. lower secondary, and high school levels. and has worked in
the Teacher Training Department of the Ministry of Education for eight years. In 1991, Neang conducted research
for UNICEF in primary schools in three provinces. Teacher Training Dept., Ministrv ofEducation, Phnom Penh,
Cambodia. Tel 855-2-4 779. Or Save the Children Australia. P71/a 30, Street 9, Tonle Bassac Division,
Chamcarmon District Phnom Penh, Cambodia. Tel. 855-23-26204.

Kien Serey Phal is President of the Cambodian Women's Development Association. She previously served as
Vice-President of the Women's Association of Phnom Penh and as editor-in-chief of Phnom Penh Women
magazine. Areas of work and training have included HIV/AIDS, income generation, vocational training, and
administration. Cambodian Women's Development Association. 019 Road 242, Sangkar Beung Profit, Khan 7
.Makara. Phnom Penh. Cambodia TeL/Fax 855-23-64050.

Cham Prasidh is Secretary of State in the Ministry of Economy and Finance of the Royal Government of
Cambodia. He serves as Cambodia's alternate Governor to the World Bank and to the Asian Development Bank.
He received a Bachelors Degree in Commerce and in Economics from the University of Phnom Penh in 1973. He
previously served as Vice-Minister of Finance in the Council of Ministers of the State of Cambodia. Ministry of
Economy and Finance. 92nd St., Sangkat Watt Phnom, Khand Darn Penh, Phnom Penh, Kingdom of Cambodia.
TeL 855- 23-27-800. Fax 855-23-27-798. 23-60-139.

Im Run is Under-Secretary of State for Women's Affairs in the Royal Government of Cambodia. From 1987-1993
she served as a judge on the Supreme Court of Cambodia. She was previously Chief of Cabinet of the Women's
Association of Cambodia, and from 1964-1973 she taught at the Lycde Preah Sihanouk in Kampong Chain City.

Yin Kim Sean is the General Director of the State Secretariat for the Environment for the Royal Government of
Cambodia. He holds a Masters in Forestry and a Doctorate in agronomy. From 1983 to 1992 he worked in the
Agricultural Institute of Bouake for the Ministry of Cooperation and Development of the Ivory Coast. Sean has
also worked in the National Agronomic Research Institute in France, and has taught in both France and the Ivory
Coast. He is a mener of numerous agronomic and educational associations, and has conducted research on agro-
forestry, "green" tourism and pesticide effectiveness.

Oum Sophal is the Director of the National Centre for Hygiene and Epidemiology in Phnom Penh. He received
his MD from the Medical Faculty at the University of Phnom Penh, and a Masters in Tropical Health from
Queensland University in Australia. In 1993 he was a fellow in epidemiology at the Liverpool School of Tropical
Medicine in the United Kingdom. Sophal has also studied statistics and epidemiology at the Universitd Pierre et
Marie Curie and the CIELF in Paris. He previously served as Deputy Director at the National Centre, and as a
physician in the Ministry of Communication and Transport Hospital in Phnom Penh. National Centre for Hygiene
and Epidemiology, No. 226 Street Kampuchea Krom, Phnom Penh, Cambodia. Tel. 855-23-66205.



Vietnamese Participants

Tran Van Nhung is the Director of International Relations at the Ministry of Education and Training. He also
teaches at and heads the Department of Bio-mathematics at Hanoi National University. Dr. Nbung is currently the
President of the Hanoi Mathematical Society. His previous positions include Dean and Chairman of the Scientific
Council of PMMI at Hanoi National University. and Vice-Rector for training at Hanoi National University. Dr.
Nhung received his undergraduate degree at Hanoi National University and a Ph.D. in Mathematcs from the
technical Universy. of Budapest. iniangary. He also holds a Doctor of Science degree from the Hungarian
Academy of Sciences in Budapest. Ministrv of Education and Training, 49 Dai Co Viet St., Hanoi. Vietnam. Tel
84-46-92479.

Nguyen Ngoc Giao is the Rector of the University of Ho Chi Minh City. His previous positions have included
Associate Professor, Professor, and dean of the Physics Faculty at the University of Ho Chi Minh City. He is the
Vice-President of the Vietnamese Physical Society, and has worked at Dubna. the center for nuclear physics near
Moscow. Dr. Giao received his undergraduate degree from the University of Hanoi. and his Masters and Doctorate
in Physics from Moscow National University. University of Ho Chi Minh Citv. 227 Vguyen Van Cu St., Dist 5,
Ho Chi Minh City, Vietnam. Tel 84-82-43328. Far 84-8223360.

Nguyen Van Giao is the Department Director and Senior Expert on Education in the Office of the Prime Minister.
Dr. Giao received his undergraduate degree in Literature andlinguistics and his Doctorate in Economics from
Hanoi University. He has published papers on the subject of higher and basic education. His special interests are
in the changes in the framework of Vietnamese higher education as it moves from specialized insututions to
comprehensive universities. Office of the Prime MinisterI Bach Thao St., Hanoi, Vietnam. Tel 84-4-258241.
Fax 84-4-255464.

Vu Xuan Hong is the Deputy General Secretary of the Vietnam Union of Peace, Solidarity and Friendship
Organizations and the Secretary-General of the Vietnam-U.S. Society. From 1977-1981, he was Vice President of
the International Union of Students.. Hong holds a degree from the Moscow Foreign Languages College. Hoi Viet
My, I OSA Quan Thank, Hanoi, Vietnam. Tel 84-42-54007. Fax 84-42-252007.

Dinh Thi Minh Huyen is the Vice Director of the Department of International Cooperation in the Ministry of
Foreign Affairs.

Le Hoai Phuong is the Project Coordinator for the American Friends Service Committee in Vietnam. She also
works for the People's Aid Coordination Committee. She is a graduate of the Foreign Languages Institute, and
undertook additional studies in Sweden and in Scotland. Quaker Service ietnam, c/o UNDP Vietnam, P.O. Box
618. Bangkok Thailand 10501. TeL 844-265229. Fax 844-236-819.

Dang Anh Phuong works at the North America and Southeast Asia Desk of the Department of International
Cooperation, National Center for Social Sciences and Humanities. She is also Secretary and member of the
Canadian Linkage Project joining the University of British Columbia and the NCSSH.. Phuong received her
undergraduate degree from the Moscow Foreign Language Institute. She has done further study at the Intensive
English Language Institute of the State University of New York at Buffalo. National Centre for Social Sciences
and Humanities of Vietnam, North America & Southeast Asia Desk, International Cooperation Department. 36
Hang Chuoi St., Hanoi, Vietnam. Tel 84-42-59067. Fax 84-42-59071.

Nguyen Van Thanh has been the Executive Vice-President of the Vietnam Union of Peace, Solidarity and
Friendship Organizations since 1989. Previously, he worked with the Ministry of Foreign Affairs at the
Vietnamese Embassies in Laos and Japan. Thanh holds degrees from Hanoi University and the University of
Foreign Affairs. VUPSFO, 105A Quan Thanh, Hanoi, Vietnam Tel 84-42-54007. Fax 84-42-252007.



Frances FitzGerald is an author and journalist who has worked in the United States. Vietnam. the Middle East.
Europe, Central America and the South Pacific. Her work has been in the area of cultural history and politics. She
has a B. A, from Radcliffe College. She is the author of three books: Fire in the Lake: the Lermamese and the
A mericans in itnam; America Revisited: History Schoolbooks in the Twentieth Centurv; and Cities on a [fill: A
Journey through Contemporarv A merican-Cultures. She has been a frequent contnbutor to the New Yorker
magazine and has written for numerous other publications. She serves on the editorial boards of The Naton and
Foreign Policy. FitzGerald's awards include the Pulitzer Prize, the National Book Award. the Bancroft Prize for
History and others.

Virginia Foote is the Director of the U.S.-Vietnam Trade Council. She has worked on U.S. policy towards
Vietnam almost exclusively since founding the Trade Council in 1989, making multiple trips to the region.
speaking frequently at conferences and seminars, and working with corporations. Congress, and major veterans
organizations. Foote has worked for twelve years at the International Center, a Washington. DC foreign policy
think tank, on issues affecting U.S. policy towards Asia. She holds a B.A. in International Economics from
Hampshire College.

Henry T. Gallagher is the President of the Vietnam Enterprise Group, a company established to provide a variety
of professional services to businesses interested in opportunities for commerce between the United States and
Vietnam. He lived and worked in Vietnam in the 1960's as an employee of USAID. Gallagher also sits on the
Board of Directors of the Hmong Highlander Development Fund. and has served as a seminar speaker for the
Vietnamese-American Entrepreneur Training Program of Georgetown University. A graduate of Georgetown
University Law School, Gallagher is engaged in a private law practice with an emphasis on commercial law.

Joseph L. Galloway is a Senior Writer with U.S. News and World Report. He joined the United Press
International as a reporter in 1961, where he served in the Kansas City, Topeka, Tokyo and Saigon bureaus, and as
chief of bureaus in Jakarta, New Delhi, Singapore, Moscow and Los Angeles over the next 22 years. Galloway
served a 16-month tour as a war correspondent in Vietnam from 195-66, and returned to Vietnam in 1971, 1973,
and 1975. He joined U.S. News & World Report as the magazine's West Coast editor in 1982. He received the
1991 National Magazine Award for an Oct. 29, 1990 USNews cover article marking the 25th anniversary of the
first major battle of the Vietnam War, and the 1992 News Media Award of the Veterans of Foreign Wars of the
U.S. for his coverage of Desert Shield/Desert Storm. Galloway is the co-author of two recent books. including We
Were Soldiers Once. . .And Young with Lt. Gen. (Ret.) Harold Moore.

James. H. Hall was appointed Director of the Office of Vietnam, Laos and Cambodia at the State Department in
June 1993. He has been a U.S. Foreign Service Officer since 1973. Hall is a graduate of Fordham University and
holds a Masters Degree from Harvard University in East Asian Studies. His Foreign Service career has focused on
Asia, with tours of duty in Vietnam, China and Burma, including as Consul General in Shenyang, China: and
Counselor for Political and Economic Affairs at the American Embassy in Rangoon, Burma. He was awarded the
State Department's Superior Honor Award. Hall spent a total of five years in U.S. Government service in Vietnam
between 1965 and 1975. Hall has been named to head the U.S. Liaison Offce in Hanoi.

Linda Hartke is the Country Director of Church World Service's Cambodia Program. She also serves as
Chairperson of the NGO Forum in Cambodia, a coalition of agencies who advocate for and with the Cambodian
people through the International NGO Forum on Cambodia. In 1992-93 she served as Vice Chairperson of the
Cooperation Committee for Cambodia (CCC). She began her work in Cambodia in January 1992. Previously she
served as Chief of Staff to Congressman Chet Atkins (D-MA) and as Executive Director of the Massachusetts
Democratic Party.
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