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Investing in people, which reduces poverty and population growt, is an urgent
moral imnperative and is essential for arresting enviromnmental degradation.
Providing clean water to the 1 billion people who do not have access to it, while
ensurinkg that ffie world's use of water resources is sustainable both in terms omf
quality and quantity is an enormous challenge.
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Foreword

The past few years have seen an Important shift In the design of devel-
opment policies and Investment-as the links between the na.ural envi-
ronment and economic development have been more deeply
understood.

In 1987 the World Bank Group embarked on a major effort to incorpo-
rate environmiental concerns into all aspects of its work. ThIs report, the
fifth major report on progress since that time, focuses primarily on
activities in fiscal year 1994. Progress has been substantial In eaclh of the
four areas that comprise the Bank's environmental agenda:

* Assisting countries in strengthening their own environmental poIi-
cies and institutions (chapter 1)

* Assessing and mitigating potential damage from Bank-financed
activities (chapter 2)

. Building on the complementarities between sound development
and sound environmental policies (chapter 3)

* Addressing global environmental problems (chapter 4).

Good progress has also been made in strengthening the Bank's internal
capacity (chapter 5) and the environmental programs of the lnternational
Finance Corporation (IFc) and the Multilateral International Guarantee
Agency (MIGA) (chapter 6).

While documenting what has been achieving, so far, the report also
recogruzes that there remains a large unfinished agenda and poilltS to
what needs to be achieved next.

One key challenge will be to ensure that the rapidly growing portfolio
of environmental projects continues to perform well. Over 10 percent of
the Bank's new lending is now devoted to projects specifically address-
ing environmental problems, and over the coming year the portfolio of
active environmental projects will rise above $10 billion. This represents
a remarkably important contribution to the financing needs identified at
the Rio "Earth Summit" in 1992. But helping countries to effectively
implement these projects will likely require even more effort than pre-

xi



xii

paring and appraising them, The strong focus on institution building,
the need to work across institutional and disciplinary boundarles, and
the frequent lack of a powerful constituency for environmental policles
and projects will tend to make implementation particularly difflcult.

Another key chaUlenge is intellectual. We rernain on the steep part of
the learning curve, and there are essential lessons that must be distilled
from the first generation of environmental policies and projects now
under implementation. There are also some tough conceptual and meth-
odological issues in need of further work-including fundamental
questions concerning how to measure progress toward environmentally
sustainable development.

A third challenge relates to the need to strengthen our focus on the
social dimnensions of environmental and natural resource management.
Resettlement, participation in the preparation of environmental assess-
ments, cultural property, and the social assessment of projects are all
areas where more attention will be needed.

A final challenge will be to mainstrearn global environmental concerns
into the Bank Group's regular operations. The Bank will continue to be
prominent in this area through its role as a key implementing agency of
the Global Environment Facility, but the Bank Group's regular activities
potenti lay have an even bigger role to play.

The Bank Group has a vital role to play in each of these areas. To do
so effectively, we must continue to equip ourselves for the task and to
deepen our partnerships withl others who are also committed to making
development more sustainable.

Andrew Steer
Director

Environmlent Department
The World Bank
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JAN POEr

The concept of sustainable development implies balancing enviromnmental pro-
tection with the generation of increasad opportunities for employment and
improved livelihoods. In this marine park surrounding the island of Bonaire in
the Caribbean, for example, tourism, carefully managed to avoid ecological
damage, provides revenue to coVer the operations cost of the park and income
for the small island community.
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World Bank activities to protect and enhance the environment are based
on a fourfold agenda:'

* Assisting countries in setting priorities, strengthening institutions,
and implementing programs for environmentally sustainable
development.

* Minimizing the potential adverse environmental and social im-
pacts of development projects

* Building on the positive linkages between poverty reduction, eco-
nomic efficiency, and environmental protection

* Addressing global envirorunental challenges.

: This report is organized around these points. It also describes how the
Bank Group -has strengthened its internal capacity for dealing with
environmental and social issues and summarizes the environment-
related activities of the International Finance Corporation (IFC) and
the Multilateral Investment Guarantee Agency (MIGA) over the past
fiscal year.

From Policy to Practice

Last year's report on the environment signaled a major transition in
the Banks work on the environment, with the emphasis shifting from
the design of policies to their implementation in the field. The report
highlighted

T the need for governments to strengthen their ministries, agencies,
and other institutions to deal more effectively with environmental
issues

* Greater integration of environmental concerns into the Bank's
- economic and sector work
* A growing emphasis on the social aspects of sustainable develop-

ment.

Over the past year progress has been achieved on all these fronts.
Lending for environmental projects, support for national and regional
environmental action plans, and assessment and mitigation of environ-
mental and social impacts of project work have assumed more promi-
nence in the Bank's agenda. (See box 1 for highlights of the World Bank
Group's environment-related work in fiscal 1994.)1 Even so, the Bank
and its borrowers are continuing to learn important lessons from thze
implementation of environmental policies, plans, and projects-and to
take steps to put those lessons into practice.
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Main Themes for the Future

Within the framework of the fourfold agenda, several key themes from
this year's review illustrate the ernerging direction of the Bank's work in
relation to the environrment.

Learnintgtron implemientation. Environmental initiatives face special
implementation challenges, in part because the work cuts across many
sectors and in part because of the shortage of good precedents to draw
on. Besides requiring strong borrower commitment and adequate insti-
tutional capacity, environmental issues are inherently. complex, which
can, in itself, often cause tensions and problems in member countries.
These obstacles are best overcome by the defiition of dear priorities,
realistic goals, and cost-effective and monitorable actions.

Expanding the scope of enivironmental assessnent. At the project level,
environmental assessments are now significantly influencing the design
of investment. Beyond this, the Bank is strongly encouraging borrowers
to incorporate enviromnental considerations early in the preparation of
sectoral and regional investment programs and major policy reforms.
Greater emphasis will also be given to the assessment of social costs and
benefits.

Reinforcing the social dimension. Empowering the poor through access
to services and credit and a voice in decisionmaking is essentialfor sound
environmental management Social factors also influence the sustain-
ability of natural resource management and can motivate or discourage
needed behavioral change. These concerns will be important for the
Bank's future work.

Mainstreaming global concens. Through many of its regular operations,
as well as hirough the Global Environment Facility (0EF), and in collabo-
ration with individual bor. 't ers and other international agencies, the
Bank will seek to integrate global environmental concerns-imate
change, ozone depletion, biodiversity conservation, and marine pollution
control-into its country assistance strategies and lending programs.

Leveraging private initiative. By means of continual dialogue and grow-
ing partnerships with nongovernmental organizations (NGOS) in both
industrial and developing countries, and through the activity of the IFC
and MIGA, the Bank Group is rapidly expanding its efforts to engage the
private sector in environmental management initiatives. This includes
activities on the local, national, and even global scale.
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Box 1. The World Bank Group and the Environment:
Highlights of Fiscal 1994

Finance for environmental improvement continuing to grow

In fIscal 1994 twenty-five new environmental projects were approved,
involving total commitments by the World Bank-the Intemational Bank
for Reconstruction and Development (IBRD) and the International Devel-
opment Association (iDA)-of more than $2.4 billion. This represents a 25
percent increase in lending over fiscal 1993, itself a record year, and a
fivefold increase over the past five years. More than thirty other new
projects had significant environmental components. By July 1994 nearly
120 environmental projects, entailing total comnmitments on the order of
$9 billion; were being implemented. Bank lending for related areas such
as population and human resource development also rose, as did support
for poverty reduction more generally.

National and regional environmental plans and programs expanding

About twenty-five additional active countries eligible for IDA credits com-
pleted national environmental action plans (NiA's) or equivalent docu-
ments during fiscal 1994, and many iBRD countries are also advanced in
this process. Many national plans are entering the implementation phase.
Regional environmental strategies for Asia and Central and Eastem
Europe are presentlybeing implemented. Together with other donors, the
Bank continues to support regional environmental action programs for the
Mediterranean, Baltic, and Blackseas and for the Danube River Basin. New
regional programs for the Aral Sea in Central Asia and Lake Victoria in
East Africa were developed in fiscal 1994.

First Annual World Bank Conference on Environmentally Sustainable
Development (ESD) held

In September 1993 the World Bankhosted the PirstAnnual ESD Conference
to assess sustainable developnient issues, a little more than one year after
the United Nations Conference on Enviromnent and Development (the
"Earth Summit") in Rio de Janeiro. The Second Annual ESD Conference is
planned for September 1994. The theme of this year's conference, which
is cosponsored by the Bank and the US. National Academy of Sciences, is
"The Hluman Face of the Urban Environment."

Environmental assessment is making a difference

A second review of Bank experience with environmrental assessment (BA)
recorded significant progress in-many areas. Sectoral or "programmatic"
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HAs have become more common, and two regional HAs have been com-
pleted. Increasingly, PAS are being used to enhance project environmental
benefits, as well as to minimize environmental damage.

Bank-wide resettlement review completed and follow-up action
initiated

An innovative resettlement review and report on remedial actions, cover-
ing nearly 200 projects and relying heavily on evidence gathered in the
field, was released simultaneously to the Bank's Board of Executive Direc-
tors and the public in April 1994. The review confirmed that, when
properly carried out, resettlement and rehabilitation can improve the lives
of low-income people, as well as protect them from the economic and social
costs of involuntary displacement. Several priority areas for future work
were also identified.

Global enviromnmental challenges integrated into Bank work

The Bank is expanding support to key global conventions on biodiversity
conservation, climate change, ozone depletion, and desertification. Asig-
nificant milestone was reached in March 1994 with restructuring of the
Global Environment Facility (GEE), which successfully concluded its pilot
phase and was replenished with additional donor comrnitments of $2
billion for the next three years.

Work with the private sector accelerating

Through the International Finance Corporation (iFc) and the Multilateral
Investment Guarantee Agency (MIGA), the Bank Group increased financial
and technical support to the private sector to strengthen its growing role
in environmental management Bank policy dialogue and operational
partnership with nongovernmental organizations (NGcos) also expanded
in fiscal 1994.

Disclosure of information broadened, especially for environment

To further enhance the quality and effectiveness of its operations, the Bank
adopted a new policy on information disclosure in 1994. Under this policy,
many environment-related and other Bank documents are now available
through a recently established Public Information Center at the Banke's
Headquarters and its various field offices. In additiont to ensure sound
management and accountability of all Bank-supported projects, the Bank
established an independent Inspection Panel.
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Assisting Countries with Envrironmental Stewardship

Chapter 1 describes the ways in which the Bank helps its borrowers to
improve their environmental management. This includes funding for
environmental investments, supporting national and regional environ-
mental planning, and enhancing the base of knowledge about environ-
mentally sustainable development. Moreover, the Bank and its
borrowers are increasingly learning from the implementation of environ-
mental plans and projects, and what they learn is being fedbackinto new
envirorumental work

Lending: To WIOtn, How Muc1i, and What For

Twenty-five new environmental projects were approved in fiscal 1994,
involving total World Bank commitments of more than $2A billion.2 This
brings cumulative Bank lending over the past decade to roughly $9
billion in about 120 primarily environmental prqects. (See figures 1 and
2 for the evolution of Bank environmental lending over the past decade.)

Figure 1. Cumulative World Bank Environm'ental Lending,
Fiscal 1986-94'

Millions U.S. dollars

9,000 118

8,000

7,000
93

6,000

5,000
70

4,000

3,000. 45

2,000
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Note: Numbers on top of the bars refer to number of projects.
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At least that many projects have significant environmental components,
including about thirty such operations over the past fiscal year.

As of July 1994 the Bank's largest borrowers for environmental im-
provement are Brazil, China, India, Indonesia, Mexico, and Turkey, each
with five or more environmental projects in the active portfolio. These
countries are among the Bank's biggest clients generally.

During fiscal 1994 nine major pollution control, energy conservation,
and urban envirornmental ("brown") projects were approved, amount-
ing to new commitments of more than $1.4 billion. The projects included
pollution control initiatives in China, Ecuador, and Estonia; a series of
integrated environmental investments along the northern Mexican bor-
der; and sanitation and sewerage projects in Algeria, Indonesia, Mexico,
and Togo (see box 2).

New lending of almost $900 milon was approved for tiirteen projects
addressing rural environmental problems ('green" projects) involving
new envirorunmental borrowers such as Bhutan, Colombia, the Lao Peo-
pie's Democratic Republic (PDR), and TTruguay, as well as older clients
such as China, India, Indonesia, Pakistan, Paraguay, Poland, and Tunisia.

Figure 2. Annual World Bank Environmental Lending,
Fiscal 1986-94

Millions US. dollars
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Box 2. Reducing Pollution

In fiscal 1994, the Bank approved nine projects, involving more than $1.4
billion in new comrnitments, for urban and industrial pollutlon control and
waste management. This ralses total Bank lending for pollution abatement-
related activities to roughly $5 billion since the late 1980s, most of which
has occurred over the last few years. Three major projects were approved
in Mexico during the past fiscal year, including sector loans for urban water
and sanitation improvements and solid waste management, and the first
phase of a program to address city-specific environmental degradation
problems in the highly industrialized northem region on the U.S. border.
As in other recent Bank-supported urban environmental operations in
-Brazil, China, Indonesia, and elsewhere, the Northern Border Environment
Project targetsbothwater and air pollution emanating from several sources
and is designed to help federal, state, and local authorities strengthen their
environmental planning, management, and enforcement capabilities and
carry out priority enviromnental investments.

In addition to institutional-strengthening components in other pro-
jects, just under $100 million was approved for three new operations, in
the Gambia, the Republic of Korea, and Morocco, to strengthen national
institutional capacity for addressing environmental issues. As in several
other Sub-Saharan African countries in previous years, the project in the
Gambia is the direct result of a national envirorrnental action plan
(NA).

Problemns Encountered, Lessons Learned

The rapid growth of the portfolio of environmental projects makes dose
monitoring of implementation essential. With this in mind, the BanKs
Environment Department has embarked on a careful program of "struc-
tured learniing" to ensure that lessons from both successes and failures
are quickly fed back into project design.

In general, implementation of environmental projects is affected by a
set of factors similar to those in other Bank operations, such as the quality
of project management, the ability of borrowers to fully comply with
loan and credit agreements, the availability of counterpart funding, and
the overall efficiency of procurement. However, when examined more
closely, envirornmental projects are distinguishable in several important
ways.

Environmental projects can present significant challenges for imple-
mentation because they tend to involve many different sectors of the
economy, areas of law, and government ministries. The type of environ-
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mental project also makes a difference to implementation. Por example,
pollution control and energy projects are experiencing fewer implemen-
tation difficulties than projects that seek to strengthen national environ-
mental institutions or improve management of natural resources,
particularly forests.

Experience suggests that projects involving investments in physical
infrastructure and equipment are generally easier to implement than
tlhose that make great-demands on government ministries and agencies
or that affect a larger number of potentially conflicting interests. Further-
more, brown, or urban envirormental, projects tend to be relatively
concentrated in countries with higher incomes, stronger institutions, and
better project performance. 'Institutional" and, especially, green projects
(which address rural environmental problems) tend to be concentrated
in poorer countries with weaker institutions.

Experience with the implementation of environmental projects to date
indicates a number of factors that tend to promote successful outcomes.
These include the need for:

* Strong borrower "ownership" of project objectives, components,
and conditionalities

* Genuine local participation in prject preparation and implemen-
tation, especially in natural resource management projects

* Competent -motivated, and adequately financed executing
agencies

* Less complexity and rigidity in project design (bearing in mind the
limitations of local capacity)

* Adequate Bank support throughout the project cycle.

Strategies for Environmental Management

Since 1987 the Bank has provided technical assistance to borrowers for
the preparation of NEAPs or equivalent documents. By the end of fiscal
1994 most active IDA-9 countries and a number of IBRD borrowers had
completed such plans.3 In addition, over the past year the Bank con-
cluded country environmental strategy papers for Bangladesh, Belize,
Bhutan, Ethiopia, Guinea-Bissau, Iran, Lao PDR, Sierra Leone, Uruguay,
and Viet Narn. Similarly, Bank country economic memoranda (CEM) for
Eritrea, India, Indonesia, the Maldives, Papua New Guinea, and several
republics of the former Soviet Union have been given a strong environ-
mental focus.

Preliminary findings from a recent Bank review of country environ-
mental strategies, including NEAPs, suggest that to be effective, such
exercises need to establish clear priorities and to be country-driven and
participatory, involving the government and as many of the affected
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segments of society as possible. The most effective strategies also explic-
itly examine cost-effectiveness In designinig solutions and link policy
prescriptions to institutional capacity.

Experience over the past few years indicates tlhat econiomic ministries
should be more involved in the national unvironmental planninig process
than has typically been the case anrd that weaknesses In setting priorities,
In choosing policies and Instruments, anld in Institutional analysis need
to be redressed in the next generntion of strmtegy documenits,

At the regional level, strategy papers were completed last year for
Central and Eastern Europe and Asia, and programs are now being
imnplemented. The "Environmental Action Programme for Central and
Eastern Europe" provides examples of how environmental improve-
ments may be achieved within the context of economic restructurhig.
The Action Programme has formed the basis for a process that has been
adopted by Eastern European countries themselves. They are organizing
in-country workshops to implement the Programme's concepts and
formulate national policies and investment progranms. The principal
document is being translated into twenty Eastern European languages,
and it is being published together with a series of technical reports.

Another key initiative is the Mediterranean Coastal Cities NeV,vork
(IMEDCITMn), a city-level environmental network associated with the
Mediterranean Environment Technical Assistance Program. Supported
by the Bank, the United Nations Development Programme (UNDP), the
European Investment Banlk, and the European Union, MEDCITIES is pre-
panng environrmental audits and municipal action plans for five secon-
dary cities in the Mediterranean basin.

The study Toward ant Environmental Strategy for Asia (Brandon and
Ramankutty 1993) describes the serious environmental problems that
have accompanied the region's impressive growthbut notes that growth
has also created opportunities for addressing the problenms. Follow-up
to the study includes initiatives to improve domestic waste manage-
ment, promote clean technologies, and assist countries in developing.
approaches to problems, many of which are common in nature.

Climbing the Leantirg Curve

While much has been learned about making development sustainable,
much remains to be learned. This year the Bank sought to stay at the
forefront of policy-oriented research and to supportborrower countries
in doing the same.

POLLUTION AND THE URBAN ENVIRONMENT. The Urban Manageinent
Programme (UMP), funded by the Bank, the UNDP, and the United Na-
tions Center for Human Settlements (UNCHS), continues to promote
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appropriate policies, tools, best-practice case studies, and related re-
search to strengthen enVironmental management at the city level. One
major UMP output over the past year was the publication of the paper
Toward Environmental Strategicsfor Cities (Bartone and others 1994).

In Asia the Metropolitan Environmental Improvement Programme
(MEIP) has continued the assistance provided during its first phase
(ending in fiscal 1993) to several large urban areas (Beijing, Bombay,
Colombo, Jakarta, and Metro Manila) and has expanded its activities to
other countries and cities, including the Kathm-andu Valley in Nepal.
MEIP has contributed directly to the preparation of innovative urban
environmental investment projects in China, the Philippines, and Sr\
Lanka. It-has also led to the Urban Air Quality Strategy (URBAIR) project,
which focuses on the improvement of air quality in three of Asia's largest
cities, Bombay, Jakarta, and Manila.

Over the past twelve months the Bank has undertaken further re-
search into causes of and solutions for industrial pollution; for example,
it has developed an Industrial Pollution Projection System (IPPs). It has
also achieved substantial progress in revising its guidance materials on
industrial pollution control, first issued in the early 1980s.

NATURAL RESOURCES AND THE RURAL ENVIRONMENT. Recent Bank poli-
cies on management of forest and water resources are presently being
implemented, and the implementation of new forest policy has been
submitted to a first review. The assessment concluded that although the
principles set forth in tite policy paper have proved useful, powerful
vested interests in the forestry sector have made introduction of "win-
win" policy options difficult. The review found that Bank lending in the
sector over the past three years has changed significantly in response-to
the new forest policy. Greater emphasis is now placed on forest protec-
tion and the quality of implementation, and increasing attention is being
given to developing projects in.close collaboration with direct benefici-
aries and other local populations.

The recent policy on water resources is also reflected in changes
toward a more integrated approach to national strategies and project
design in countries as diverse as Bolivia, Tanzania, and Trinidad and
Tobago. The restoration of aquatic ecosystems and pollution reduction
in the Aral Sea in Central Asia is also being pursued. The Bank also
continues to provide technical assistance to borrowers in support of
improved coastal zone management and to carry out studies on man-
agement of natural resources-especially forests-in various parts of
the world.

NATIONAL POLICIES AND INSTrUTIONS. This year the Bank expanded its
program for helping borrowers to improve their legal and institutional
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frameworks for environmental management. The goal is to overcome
obstacles created by inadequate or outdated laws and regulations and to
facilitate the introduction of greater public participation and transpar-
ency into government environmental decisionmaking (see box 3). Mudc
of this work is geared toward encouraging borrowers to rely increasingly
on economic incentives and disincentives, such as pollution charges, and
other market-based instruments, such as "ecolabels," in addition to
updating or improving more traditional "command and control"
measures. Progress was also made in the Bank's analytical work on
economic valuation of environmental resources and resource account-
ing, as well as on environmental indicators and information systems to
support the growing volume of country strategy work and environ-
mental investments.

Minimizing Adverse Impacts of Bank-Financed
Investments

Chapter 2 discusses experience with environmental assessment (EA)
during the past two years and summarizes the main findings of an
intemal review of performance with respect to involuntary resettlement.
In both cases the Bank is working with borrowers to enhance the envi-
ronmental or socioeconomic benefits of projects, while minimizing any
environmental or social costs. Increasingly, the Bank and borrowers use
assessments earlier in the preparation phases of projects to improve the
environmental quality of project design. In addition, more emphasis is

Box3. Strengthening NationalEnvironmental Institutions

Three projects for-environme ntal institution-building at the national level,
involving close to $100 niDion in Bank and IDA funding, were approved
in fiscal 1994, increasing total lending for this purpose over the past five
years to inore than $530 nmllion. One of these operations, the Capacity
Building for Environmenta. Management Technical Assistance Project in
the Gambia, will support implementation -of the country's environmental
action plan. The primary objective of the project is to develop and guide
an effective system for environmental planning and management-
including an environmental information and monitoring system-in the
National Environmental Agency and other relevant institutions. In addi-
tion to new institutionally oriented lending operations, over the past fiscal
year the Bank has provided direct assistance to borrowers in the develop-
ment of environment-related laws and regulations in countries as diverse
as Cameroon, Chile, Honduras, the Lao PIDR, and Moldova.
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being placed on reestablishing the social and economic well-being of
people resettled during project implementation. The review identified
income restoration as a significant shortcoming in the application of
Bank pDlicy in recent years.

EnIvironmenital Assessmnent

A review of experience with EA in fiscal 199344 confirms that borrowers
are making more-and more productive-use of EA in Bank-financed
operations. One indication of this is the increasing percentage of recently
approved operations requiring full EA; more projects in more sectors and
subsectors are being scrutinized through EAs. Altogether, twenty-six
projects (in six different sectors) approved over the past year were given
full EA, compared with nineteen (in five sectors) in fiscal 1993. Another
eighty projects approved over the last twelve months, while not requir-
ing full EA, were subm-itted to some degree of environmental analysis,
incuding the specification of appropriate mi.tigation measures.

Related to this growth is the increasing use of sectoral and regional
HAs. Sectoral assessments, in particular, are being employed to help
launch a programmatic EA process in projects that involve a large num-
ber of subprojects (for example, roads, irrigation, and industrial and
agricultural credit lines), many of which may not have been identified
at the time of appraisaL In other instances, sectoral EA is used as a
planning tool early in the preparation of a project without a formal link
to subproject EA work

Fiscal 1994 also witnessed presentation of the first two regional EAs to
the Board, one for a natural resources management project in Paraguay
and the other for a hydropower project in Nepal.

The Bank is accumulating experience with the use of EA to enhance
project design. EA is used in three main ways:

* As part of project identification and early preparation, thus con-
tributing directly to other technical and feasibility studies

* As a crterion for analyzing and reconurending alternatives even
when EA is not a central part of project preparation

* As a means of identifying additionalcomponents andmeasures for
enhancing a project's environmental dimensions.

Examples of good practice in these areas can be drawn from recently
approved projects in Brazil (urban transport), Croatia (highways),
Estonia (district heating), Indonesia (urban development), Mexico (solid
waste management), and Paraguay (natural resources management).
Although improvements are still required, marked progress has also
been adhieved with respect to public consultation in the EA process; but
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the analysis of project alternatives from an environmental perspective
remains a weak area.

The EA review also examined experience with the implementation of
EA-related measures in projects in the Bank's active portfolio. Among the
principal conclusions were the following:

*Environmental mitigation, management, and monitoring plans
need to take country-specific conditions into account in at
least three important ways: (a) environmental plans must strike a
balance between the desire to address a multitude of complex
envirornmental problems and local institutional capacity; (b) imple-
mentationwilibe improvedby supporting autonomous, stable, and
competent national implementing units, ensuring adequate coun-
terpart funding, and achieving sustained management support;
and (c) contracting out environmental monitoring and manage-
ment activities should be pursued whenever the responsible agen-
cles do not possess sufficient internal capacity.

- mnplementation of EA-related actions benefits when explicit refer-
ence is made to them in Bank project documents, especially legal
-agreements, and when the agencies responsible for carrying them
out take part in project negotiations.

* Sufficient allocation of time and resources for environmental su-
pervision in accordance with the specific requirements of each
project is essential to EA effectiveness during implementation.

Resettlnent

Involuntary resettlement has accompanied development inboth indus-
trial and developing countries. Bank-financed programs account for a
small (about 3 percent) but significant share of the people displaced
by development projects worldwide. Operations currently in the Bank's
active portfolio are expected to involve the resettlement of 2 miion peo-
ple over the next eight years. The.Bank has the responsibility to help bor-
rowers ensure that every effort is made to restore, and if possible improve,
the livelihoods of people resettled in connection with such projects.

The Bank first adopted resettlement guidelines fourteen years ago.
Since then, it has increasingly sought to work with govemments to
promote better domestic policies and legal frameworks for resettlement,
both for Bank-supported projects and more broadly.

ABank-wide resettlement review covering 192 projects, most of which
remain active, was completed in April 1994 with the simultaneous
release of a major report to the Board of Executive Directors and to the
public. This was an innovative exercise that entailed extensive fieldwork,
as well as initiation of remedial action. The review found that over the
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period examined, the Bank had achieved significant progress in three
major areas: influencing the resettlement policies of borrower countries;
assisting borrowers in avoiding or reducng the scale of displacement;
and helping borrowers to improve the ability of resettlers to restore their
incomes. The review confirmed that by rebuilding sustainable liveli-
hoods, proper resettlement and rehabilitation can avoid driving people
into poverty and can even improve the lives of those subject to involun-
tary displacement.

However, the review also found that actual performance by borrowing
agencies has often not met agreed-on standards. Resettlement is nearly
always more difficult, more expensive, and more time-consung than
is generally realized. The inherent difficulty of reestablishing living
standards and community services is frequently compounded by the
limited technical and institutional resettlement capacity of most execut-
ing agencies andby weak commitment on the part of some governments.
To address these problems, the Bank's management decided to imple-
ment four sets of actions for future resettlement work-

* Enstre borrower commitment to income restoration. The Bank will not
finance projects involving large resettlement operations unless the
government concemed adopts policies and a legal framework that
will support resettlement with income restoration. To support this
commiftnent, borrower institutional capacity to manage resettle-
ment will be enhanced. At the same time, project design can be
improved by avoiding or reducing the need for displacement,
creating dear timetables and linking progress on civil works to that
on resettlement, promoting the partcipation of affected people,
internalizing in the project the ful costs of resettlement, and pro-
viding adequate Bank financing..

* Tike medal action, where necessary, to restructure existing projects,
provide additional funding, and strengthen resettlement agencies.

* Improve the analysis of resettlement at appraisal, the design of devel-
opmentepackages forresettlers, the in-house review of projects with
resettlement components, and the staffing and orgarization of
operational units.

* Stpervise resettlemtent components vigorously. Regular supervision
missions for .resettlement components will take place at least
every twelve months and will make greater use of local specialist
consultants.

Progress toward these ambitious but sound actions has already begun
in fiscal 1994. These steps will lead to improvement of the actual per-
formance of proje :ts involving resettlement, to the benefit of both the
affected people and the national economy.
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Building on the Synergies between Development
and the Environment

A fundamental concept of environmentally sustainable development is
that the environment and development are dosely linked and must be
addressed together. In consequence, the Bank's specific envirorunental
interventions outlined in chapter 1 are only one part of all Bank activities
that contribute to sound environmental management. Increasingly, the
links between these activities and environmental protection are being
made more explicit, as Bank staff seek-to make greater use of the
synergies between environment and development earlier in the process
of developing strategies and projects.

Chapter 3 is organized around two propositions that are now gener-
ally accepted by both environmentalists and development planners:
-(a) alleviating poverty, reducing population growth, and investing
in such life-enhancing activities as better health and nutrition, more-
accessible education, and more-advanced farming methods can contrib-
ute dramatically to improved natural resource management; and (b) im-
proving the efficiency with which resources are used (through both
targeted investments and macroeconomic policy changes) reduces pol-
lution and the exploitation of natural resouirces. Chapter 3 briefly de-
scribes Bank activities during fiscal 1994 thac derived from these two
propositions.

Poverty Reduction and thze Environment

The Program of Targeted Interventions, which tracks Bank-supported
projects aimed atdirectlyreducingpoverty,included sixty-six operations
approved during the last twelve months, of which ten are specifically
directed at natural resources management. For example, the Northwest
Mountainous Areas Development Project in Tunisia will help restore
grazing ranges and develop forest and fanning activities, as well as
reduce soil erosion and degradation and sedimentation, improving the
condition of the environment and the economic well-being of the popu-
lationL Box 4 further explores these-links in a project in China. To help
countries focus their poverty reduction strategies better, the Bank also
completed twenty-one poverty assessments.

To enhance incomes and provide food security, this year the Bank,
in cooperation with other donor agencies, is helping to revitalize the
Consultative Group on International Agricultural Research (CGIAR) as
it implements the CGLAR strategy for improving the environmental and
social sustainability of agricultural development. The Bank is propos-
ing a coordinated strategy for action and restored funding for the
sixteen international research centers that make up the CO1AR system.
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Box 4. Protecting Natural Resources and Combating Poverty

The Loess Plateau project in China's arid north provides a clear illustration
of the link between income levels and envirorunental management. Poor
farmers in the region subsist on low crop yields as the land continues to
be heavily eroded by rainwater runoff. Utilizing local ideas and experi-
ence, the project seeks to provide 1.2 million people with the facilities to
catch some of the runoff, maintaining a reliable water supply and redirect-
ing the silt deposits to fill in eroded channels in an area often described as
resembling "the surface of the moon." Earlier localized efforts have been
only partially successful because they did not take full accountof the need
for financial incentives to encourage proper stewardship of the environ-
ment The new iDA-supported project seeks to correct that imbalance and
provide strong incentives for farmers to take long-term actions to restore
and rehabilitate the area.

Many projects this year continue the Bank's emphasis on assisting
women, whose great potential contnbution to sound management of
natural resources remains largely untapped. To help address this situ-
ation, Bank projects increasingly indude gender-linked components,
such as education and health services for women and girls, family
planning services and education, and the indusion of women in plan-
ning and in trainung fornatu ral resource management Anumber of such
projects have adopted innovative ways of providing credit to very poor
women. This year the Bank endowed the new Grameen Trust with $2
million in seed capital for microcredit schemes, aimed at rural women
in several countries, on the model of the Grameen Bank in Bangladesh.
As a follow-up to the implementation of chapter 24 of Agenda 21, which
promotes an increased role for women in sustainable development, the
Bank hosted a three-day International Consultation on Women in Eco-
system Management 4 The consultation explored ways in which women
could be more fuly integrated into all levels of society to advance
sustainable development

Within a framework of social assessment, the Bank's Environrnent
Department has led work on developing tools to incorporate stakeholder
participation and social analysis into Bank operations. An example is the
Participation Sozircebook, to be issued in fiscal 1995. In the forestry sector
in particular, methodologies for systematically including stakeholder
participation into projects are being developed. Participatory poverty
assessments have been completed in eight African countries and are
under way in a number of Latin American and South Asian countries.
Work has increased in beneficary assessment to ensure that projects
meet the expressed needs of those they aim to benefit. Finally, Bank
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activity on behalf of indigenous people continued, with such initia-
tives as a conference on Traditional Knowledge and Sustainable
Development.

Efficieit Resource Use antd the Environmelnt

The efficient use of resources, particularly energy, has important benefi-
cial effects on the environment because it reduces both waste and the
consumption of natural resources. In Ethiopia, the Calub Gas Develop-
ment Project will supply liquefied petroleum gas in the remote south-
eastern region of the country, providing a more efficient source of energy
and replacing increasingly scarce supplies of fuelwood.

Economic forces are very powerful. In the energy sector, for example,
price reform, an important component of more general structural reform,
accounts for about half of all possible energy savings. Successful reform-
ers such as Argentina, Chile, and Malaysia find that energy prices now
cover costs, that service has improved, and that funds are being gener-
ated for future investments. The Bank increasingly supports projects
incorporating renewable energy technology, particularly in cooperation
with the GEF.

As with energy, resources such as water, agricultural inputs, and
forestry products are often used wastefully. In addition to direct support
for reform at the project level, economywide policies that remove major
market distortions can have significant beneficial envirom-nental effects.
However, such policies may have unintended adverse effects as well.
This year the Bank completed the initial draft of a major review,
"Economywide Policies and the Environment," based on a comprehen-
sive set of case studies. The analysis argues that attempting to under-
stand such impacts better and to undertake appropriate action would
result in significant payoffs for both the Bank and its borrowers. Positive
impacts of economywide reforms on the environment can also be used
to build constituencies for reform. Potential negative impacts need to be
monitored, analyzed, and mitigated. Because both the direction and the
extent of the impact of economywide policies can be ambiguous, the
review proposes a country-specific approach to assessing the links be-
tween policies and the environment.

Addressing Regional and Global Environmental
Challenges

Over the past year, the Bank's attention to regional and global environ-
mental concerns has expanded. The Bank's work in protecting the region-
al commons focuses primarily on programs for regional seas and river
basins. A variety of channels are used for the work on global issues, but
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the largest is the GEF. As one of GEFS three implementing agencies,
together with UNDP and United Nations Environment Programme
(uNEP), the Bank administered and chaired the GEF during its pilot phase.
It is also a trustee for GEF funds and is responsible for managing the
facility's portfolio of investment projects, many of which are cofinanced
by regular Bank loans and credits. These diverse activities are described in
chapter t

Regional Environmenital Initiatizes

Implementation of existing environmental action programs for the
Mediterranean, Black, and Baltic seas and the Danube River Basin has
accelerated over the past twelve months. The Bank also launched new
regional initiatives for the Aral Sea in Central Asia and Lake Victoria in
East Africa. The Aral Sea Environment Assistance Program was ap-
proved by the governments of Kazakhstan, the Kyrgyz Republic, Tajik-
istan, Turkmenistan, and Uzbekistan in January 1994. Jointly
-administered by the Bank, the UNDP, and the UNEP, it will seek to restore
part of the Aral Sea to its previous state, revitalize some,! of the adjacent
wetlands, and mitigate much of the ecological damage caused by devel-
opment-related desiccation and salinization over the past several dec-
ades. With the participation of Tanzania, Uganda, and Kenya, the Lake
Victoria Pollution Project is a concrete application of the Bank's water
resources management policy, approved in 1993. Tn addition to these
programs, the Bank has dedicated increasing effort to issues of soil
degradation and desertification at the regional level, as illustrated by its
active role in the drafting of the Desertification Convention.

Global Environmental Programs

The Bank continued to strongly support key global environmental
initiatives during fiscal 1994. As an implementing agency of the Multi-
lateral Fund for the Implementation of the Montreal Protocol (MFMP), the
goal of which is to reduce substances that contribute to depletion of the
ozone layer, the Bank and its clients presently have investment opera-
tions in about twenty countries involving dose to $100 million. The Bank
has also helped the GEF to emerge as an important catalyst for the
integration of global environmental concerns into national develop-
ment goals. Through grants and concessional funding, the GEF enables
developing country governments and private companies to address
global environmental issues that they would otlherwise be unable or
unwilling to undertake, in the process demonstrating a new approach
to global cooperation. During the pilot phase, te CGEE helped coun-
tries to deal with four global environmental problems that have been
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recognized ashighpriorities in recentinternationaltreaties and conven-
tions: (a) global warming, particularly the effects of greenhouse gas
emissions from the use of fossil fuels and the destruction of carbon-se-
questering forests; (b) loss of biological diversity through the degrada-
tionofnaturalhabitatsandtheoveruseofnaturalresources; (c)pollution
ofinternationalwatersthroughoilspillsandtheaccumulationof wastes
in oceans and international river systems; and (d) depletion of strato-
spheric ozone due to emissions of chlorofluorocarbons (cFcs), halons,
and other gases (for countries not eligible for support under the
Montreal Protocol).

In March 1994 representatives from more than seventy countries
agreed to restructure and replenish the GEF, conduding negotiations
carried out over a fifteen-month period. Under this agreement, the
Facility will continue to address the problems indicated above, but land
degradation-primarily desertification and deforestation-will also be
eligible insofar as it relates to one of the four main focal areas. Decisions
wil generally be reached on the basis of consensus. The new arrange-
ments will include (a) a universal assembly tiat will meet every three
years to review cEF policies; (b) a council of thirty-two developing and
industrial countries, with roughly equal representation, which will con-
stitute the main governing body and will meet at least twice a year; and
(c) a fumnionally independent secretariat that will be administratively
supported by the Bank but will report directly to the council Donors
agreed to contribute more than $2 billion to the GEF's Core Fund over a
three-year period. These funds will be over and above resources chan-
neled to regular official development assistance.

Building Capacity for the Task

Last year's report highlighted two institutional milestones that had
significant implications for Bank environmental work:

* The creation of a new vice presidency for Environmentally Sus-
tainable Development (ESD), as part of a broader reorganization
that alsco included strengthening environmental capabilities in
the departments directly responsible for project preparation and
supervision

* The laundhing of an action plan to move the management of
projects under implementation to center stage and increase the
involvement of borrowers and beneficaries so as to enhance pro-
ject "ownership" and improve results.

The ESD vice presidency, in particular, was charged with providing
policy guidance, giving technical support to projects under preparation
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and implementation, and disseminating best practices for the Bank's
overall environmental work. The past twelve months have seen the
consolidation and implementation of the first full-year environrmental
work program of the ESD vice presidency, a continued strengthening and
diversification of the Bank's internal technical capacity, and an increased
openness to and expanded cooperation with bilateral and multilateral
agencies, NGOs, and other interest groups. Chapter 5 details institutional
progress in these three areas.

Equiippintg tfe Bank

The past year has provided an opportunity to strengtien the Bank's mix
of skills in line with its growing commitments. The complement of
technical environmental staff rose by around 30 and now stands at
almost 300. Most of the increase this year was in country departments,
in line with the policy of mainstreaming environmental concerns into tlle
Banik's work.

Training of Bank staff in environmental issues also expanded. A major
new course "'Fundamentals in Environrmental Management,'. was intro-
duced and is being taught six times a year. Twenty-one other environ-
mental courses have been taught, many of them more than once, over
the past year, with almost 600 staff participating.

Building Partners hipsjfr Chtange

This year ihe Bank was an active partner within the United Nations
system, through the Commission on Sustainable Development, in sev-
eral environment-related activities: working to bring the Biodiversity
and Climate Change conventions doser to implementation, participat-
ing in the negotiations of the Desertification Convention, and mobilizing
funding for environmental programs at the country and regional levels.

The Bank's interactionwith NGOs-both operational collaborationand
substantive dialogue on policy issues-has deepened. Expanding Bank-
NGO discussions over the past year have been fruitful for all concemed
and have addressed a broad range of often controversial issues such as
the links between adjustment and macroeconomic policies and the envi-
ronment, the preparation of NEAPs, resettlement, and public access to
information.

Improving Openntess and Accoutitability

The Bank firmly believes that openness about its activities fosters ac-
countability and transparency in the development process, facilitates
coordination of interested parties, stimulates useful debate among and
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between policymakers and affected populations, and broadens under-
standing of development challenges-all of which ultimately enhance
the quality of Bank-supported operations. To this end, the Bank adopted
a new policy on information disclosure in January 1994. Under this
policy, environment-related documents-including project environ-
mental data sheets, EAs, and NEAPs-are now among a broad range of
Bank (or Bank-supported) documents that are publicly available, many
for the first time, through a new Public Information Center in Washing-
ton and the Bank's field offices.

Strengthenirg the Private Sector Role: The IFC and MIGA

Awareness is growing in the private as well as in the public sector
regarding the high cost and potential liabilities of environmental
cleanup. Businesses are increasingly taking environmental factors into
account in decisions about production, investment, and trade. Chapter
6 describes the recent activities of the wc and MIGA in support of the
private sector's expanding role in improved environmental manage-
ment By encouraging businesses to become more energy efficient, mini-
mize resource use, waste, and pollution, improve the workplace
environment, and identify new environmentally friendly products, the
ic is helping firms to pursue environmentally sound operations as they
plan for expansion, new ventures, or the privatization of government
services and enterprises. To meet these multiple challenges, the wFc has
developed an environmental program that addresses not only the physi-
cal impact of economic development-the use of land, minerals, water,
and air-but also socioeconomic and cultural aspects.

The IFC's environmental activities indude (a) ensuring that the projects
it finances are environmentally sustainable; (b) strengthening the envi-
ronmental capability of project sponsurs and financial intermedianes
through training and technical assistance; (c) helping project sponsors
adopt efficient, clean technologies and taking measures to enhance en-
vironmental and socioeconomic benefits; (d) promoting investnents in
the environmental business sector; (e) assisting in the revision of
the Bank's guidance materials on control of industrial pollution; and
(f) addressing global environmental challenges by participating in the
GEF and the Montreal Protocol Fund. Over the past year IFC's environ-
ment-related work has expanded most significantly in relation to envi-
ronmental risk management, the environmental business sector, and
global environmental activities. During fiscal 1994 the Envirorunent
Division in the rFc's Technical and Environrment Department increased
its staff to accommodate growth in all these areas.
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MIGA, established in April 1988, promotes foreign direct investment
for economic and social developinent in borrowing member countries
by guaranteeing investments against political risks, helpimg countries to
create an attractive investment climate, and providing promotional and
advisory services. Under a mutually agreed arrangement with MICA, the
IwC acts as environmental adviser for all MIGA projects and ensures that
MIGA operations comply with all relevant environmental guidelines.

Notes

1. The "World Bank Group," as used in this report, refers to the International
Bank for Reconstruction and Development (CRD) and its affiliates the Interna-
tional Development Association (IDA), the International Finance Corporation
(wc), and the Multilateral Investment Guarantee Agency (MIGA). IBRD and IDA
together are commonly referred to as the World Bank.

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

3. IDA-9 countries are those covered by the terms of the ninth agreement to
replenish DA's resources.

4. Agenda 21 is the primary policy document agreed on by countries at the
Earth Sununit.

5. The Desertification Convention is the United Nations Convention to Com-
bat Desertification in Those Countries Experiencing Serious Drought and/or
Desertification Particularly in Africa.



PART 1

The Fourfold Agenda

Part 1 of this report consists of four chapters corresponding-to the Bank's
fourfold agenda:

* To help member countries set priorities, build institutions, and
implement programs for sound environmental stewardship
nTo ensure that potential adverse environmental im-pacts from

Bank-financed projects are addressed
* To help member countries build on the connections among poverty

reduction, economic efficiency, and environmental protection
* To address global environmental challenges through participation

in the Global Environment Facility.
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1. Assisting Countries
in Environmental Stewardship

~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~11
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Among the difficulties caused by the d-ramatic growth 6f the cities along the
U.S.-Mexico border is that of providing environmentally safe disposal of munici-
pal waste. This year a Bank-supported project to improve environmental man-
agement includes a program to Tetrainand educate open-dump scavengers such
as this woman.
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Within just a few years, World Bank support for borrower environmental
stewardship has increased substantially. Lending specifically targeted to
the environment has risen by a factor of five over six years.'Twenty-five
new prinarily environmental operations with commitments exceeding
$2.4 billion were approved in fiscal 1994, raising the Bank's total active
environmental portfolio to about $9 billion in loans and credits for 118
projects. More than thirty other projects approved last year had signifi-
cant envirorunental components. A majority of developing countries
have now completed NEAPs or equivalent documents and are beginning
to implement them-in many cases with Bank assistance. Clearer defi-
nition of national environmental goals has led to greater cooperation
among countries as they recognize common priorities and seek to ad-
dress them through regional strategies. Within the Bank, new policies for
managing forests and water resources are being put into practice. Tech-
nical assistance and analytical work have expanded to meet increased
demand from member countries for support to improve their policy and
project design and implementation.

This chapter summarizes the Bank's principal activities in support of
environmental stewardship-lending, definition of strategies, and re-
search and techrical assistance-during fiscal 1994. It begins with a
discussion of lessons emerging from project implementation and then
reviews recent experience in relation to pollution and the urban environ-
ment, natural resource management and the rural environment, and
environmental planning and institution building at the national level.
These sections also give special attention to implementation experience
to date.

Managing the Environmental Portfolio

The Bank assists its borrowers through a variety of lending instruments
including loans for specific investments, sector inveshnent and mainte-
nance, financial intermediation, technical assistance, and structural and
sectoral adjustment. Environmental projects under implementation at
the end of fiscal 1994 use many of these instruments, particularly specific
investment loans. Envirormental projects and components are included
in a variety of traditional investment sectors and incorporate a range of
approaches and instruments, including credit lines for industial pollu-
tion control and soil and forest conservation. Nearly all give considerable
emphasis to institution building through training, studies, and technical
assistance. Box 1.1 provides additional information on environmental
projects and components.

At the beginning of fiscal 1995 close to 120 active environmental
projects, entailing Bank commitments of nearly $9 billion, were under
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Box 1.1. Environmental Projects and Components

The growth in World Bank lending for environmental management over
the past six years is reflected both in the increasing number of projects
having primarily envitonmental objectives and in the equally expanding
number of projects having environmental components. Roughly half of all
active environmental projects-and over a third of total lending for such
projects-are concemed mainly with management of natural resources
(forestry, fisheries, larnd and watershed management, and so forth). One-
third of all active environmental projects and more than half of total
comrnitments in such operations involve abatement of urban and indus-
trial pollution, waste management, or energy conservation..One-sixth of
environmental projects support environmental institution building at the
national level.

Environmental projects are defined as those that are undertaken largely
for purposes of environmental protection, conservation, rehabilitation,
planning, management, education, or institutional strengthening. Many
enviromnental components are undertaken. for the same purposes but
form only part of total project costs orbenefits-as, for example, an energy
sector development project that contains an energy efficiency component
or an agricultural production. project that contains a soil conservation
component. Projects may also have specific environmental components to
mitigate or compensate fc'r potential adverse environmental impacts of
nonenvironmental investments such as hydropower plants, irrigation
schemes, or major new transport infrastructure (see annex E).

Projects with primarily environmental objectives may be found in a
range of traditional investment sectors such as energy, industry, transport,
urban development, and, especially, agriculture, water supply, and sani-

implementation. These operations were approved between fiscal 1986
and fiscal 1994. However, most went to the Bank's Board of Executive
Directors for approval after fiscal 1990 and thus have been under imple-
mentation for less than fouryears. (Environmental projects under imple-
mentation at the beginning of fiscal 1994 are listed in annex D; those
approved during the past fiscal year are briefly described in annex C.)

Envirorunental projects are widespread geographically, in more than
fifty countries and all six Bank operational regions. The largest individ-
ual portfolios are in Brazil, China, India, Indonesia, Mexico, and Turkey,
which together had forty-four active environmental projects at the end
of fiscal 1994. In Sub-Saharan Africa, South Asia, and the Middle East
and North Africa environmental portfolios are dominated by natural
resource management projects; in Europe and Central Asia pollution and
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tation. The specific criteria used to identify environmental projects and
components within each sector are indicated in annex B. In the transport
sector, for instance, environmental projects or components include those
primarily concerned with traffic management (to reduce congestion and
air pollution), vehicle fuel efficiency and modification (such as the elimi-
nation of lead), reduced vehicle emissions, reduction of ship waste, spills,
and other forms of marine pollution, environmental safety and cleanup in
ports, and so on. Primarily environmental energy projects and compo-
nents include those aimed at supply-side efficiency, improved demand-
side management and conservation, reduced enissions, and alternative
and renewable energy development..

Projects approved in fiscal 1994 that have envirortmental components
are listed in annex C. Typical examples are:

The National Agricultural Research Project in Mali, which supports
research programs and extension on natural resource management
and other appropriate agricultural practices

* The Leyte-Cebu and Leyte-Luzon geothermal projects in the Philip-
pines, which replace coal burning plants with geothermal energy
plants, thereby reducing carbon dioxide emissions, and also
strengthen environmrental management within the power sector

* The Water Comrpanies Restructuring and Modernization Project in
Bulgaria, which provides technical assistance to build capacity for
management of water resources and sewerage investment to reduce
pollution in sensitive watercourses
T he Belize City Infrastructure Project, which provides for traffic
management to reduce congestion and improve sidewalks
and bicycle lanes and also includes a coasta! zone management
component.

energy-related projects predominate; and in EastAsia and Latin Amenrca
and the Caribbean the numbers of brown, green, and institutional pro-
jects are roughly equal.

According to the Bank's standard supervision ratings, environmental
projects as a whole were performing slightly better hian the average for
the entire portfolio of active Bank projects at the beginning of fiscal 1994.
This holds for all regions except Latin America and the Caribbean, where
environmental projects were performing below the Bank-wide average.
There, a large number of environmental operations were experiencing
moderate implementation problems, and four projects-induding a
forestry and environment operation in Haiti that was subsequently
canceled because of the uncertain political situation in that country-
were suffering from more significant difficulties with implementation.
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The main problems identified in these operations, leaving aside the one
in Haiti, included design complexity, which hampered interagency co-
ordination, institutional weaknesses, shortages of counterpart funding
(often related to broader macroeconomic management problems), pro-
curement difficulties, and insufficient borrower ownership of some pro-
ject goals and components. In general, however, regional differences in
performance were similar for environmental and nonenvironrnental
projects.

Considering the environmental portfolio as a wlhole, the main prob-
lems encountered during project supervision-as is the case with other
types of Bank operations-involve the quality of project management,
the extent of borrower compliance with legal agreements, and difficulties
with counterpart funding and procurement (including the hiring of
consultants). In some cases these problems appear to be associated as
much with project design factors-for example, unrealistic covenants
and objectives or implementation requirements too ambitious for the
borrower's institutional capacity-as with implementation as such. In
regional terms, environmental projects in Sub-Saharan Africa appear to
be the ones most affected by management shortcomings and incomplete
compliance with loan and credit covenants. These problems suggest the
presence of comparatively weak institutions and possibly less-than-full
borrower commitment to project objectives. Counterpart funding prob-
lems appear to be as serious in South Asia, Europe and Central Asia, and
Latin America and the Caribbean as in Africa, reflecting country macroe-
conomic difficulties and the policy responses to them, such as necessary
cutts in public expenditures. Significant problems with training, studies,
and technical assistance have been experienced mainly in Africa.

Part of the explanation for the seemingly above-average performance
of environmental projects at present is that many environmental projects
are rather new and have not been under implementation as long as the
average for all Bank projects. Bank experience shows that implementa-
tion problems increase with age-a trend also evident for environmental
projects. This suggests that as the environmental portfolio matures,
average performance ratings may decline somewhat. Controlling for
time under implementation, it is probably more accurate to conclude that
envirormental projects are performing about the same as the Bank's
active portfolio as a whole.

There are also significant differences in performance among the vari-
ous types cit environrmental projects. Pollution control and energy con-
servation projects are presently performing considerably better, on
average, than those primarily concemed with natural resource manage-
ment and environmental institution building at the national level.
Projects involving forest management are the most problematic, parti-
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cularly older operations in Sub-Saharan Africa and South Asia.
Pollution-related projects in East Asia and Europe and Central Asia are
among the better performers to date.

These variations in performance can be explained in two ways. First,
projects that primarily involve physical investments (infrastructure or
pollution-control devices), as is the case with most pollution-related
operations, are generally easier to implement than those having com-
paratively larger "software" (including institutional) components, as is
the case with many green and all institutional projects. Second, pollu-
tion-related projects tend to be relatively more concentrated in countries
with higher average incomes-and thus higher average levels of devel-
opment-stronger institutionss, and a record of better project perform-
ance generally, while natural resource management projects are situated
to a greater extent in lower-income countries with weaker institutions
and poorer overall project performance. Many pollution-relatedprojects
also involve fewer executing agencies than natural resource manage-
ment or institution-building projects, which simplifies implementation.
Other relevant aspects, such as the relative contplexity of institutional
projects and the above-average political sensitivity of many natural
resource management operations, are discussed below.

Beyond these factors, the cross-sectoral, cross-media, and cross-juris-
dictional nature of many environmental issues, as well as the relative
newness of many borrower initiatives in this area, make implementing
environmental projects especially challenging. Together, these charac-
teristics add up to relatively new-and often weak-policies, legal and
regulatory frameworks, and institutions for environmentalmanagement
in many developing countries, which may hamper project imnplementa-
ton. In addition, because the Bank and- its borrowers are still at a
comparatively early stage of the learning curve with respect to the most
effective ways of achieving environmental improvement goals, system-
atic monitoring and assessment of the progress of environmental opera-
tions are essential. More generally, however, many of the elements
influencing the implementation of environmental projects are the same
as those that affect the performance of other types of Bank operations.
They include both country and sector factors-such as political and
macroeconomic conditions and borrower financial capacity-and the
quality and consistency of Bank (and other donor) support throughout
the project cycle.

Several clear lessons emerge from the Banlk's implementation experi-
ence with Bank environmental projects to date.

Institutional capacity and commitment. Capable institutions and strong
borrower ownership of project objectives, components, and condition-
alities appear to be especially important for satisfactory irnplementation
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of environmental projects. Recenit environmental operations in the large
Chinese dties of Beijing and Tianjin bear this out. The highly motivated
and competent staff and strong local political commitment to project
objectives have sustained the generally smooth implementation of these
operations to date (see box 1.5, p. 40).

Desigi conmplehxity. Avoiding unnecessary complexity in project de-
sign, in light of borrower administrative and technical capacity, and
maintaining adequate flexibility during implementation are impor-
tant. The perhaps excessive comprehensiveness of many of the first
generation of environmental institution-building-projects has made
implementation a continuous challenge. Obstacles to efficient imple-
mentation include institutional conflicts, inadequate interagency co-
operation, and, particularly in Africa, occasional difficulties in
external donor coordination (see box 1.10, p. 58). These obstacles also
increase the burden on Bank supervision.. However, the need for
simpler projects has to be balanced with the intersectoral and mul-
tidisciplinary natLire of many environmental interventions, as de-
scr'bed above. Box 1.2 describes the experience with maintaining this
balance in Mexico, which is relevant worldwide.

Participation. Substantial local participation is likely to improve the
chances for success of environmental projects, especially those dealing
with natural resource management. This is illustrated by a series of
projects for improving land management and soil conservation at the
watershed level in south-central Brazil (see box 1.6, p. 42). Among the
key features of these operations are decentralized decisiornmaking and
intensive farmer and private sector involvement in subproject planning
and implementation, which have also been central elements in a number
of recent forest and natural resource management projects in Africa and
South Asia.

Pollution and the Urban Envirornment

The most critical environmental challenges facing cities in the develop-
ing world-such as urban waste management and control of industrial
pollution-have been collectively labeled the brown agenda. This sec-
tion summarizes Bank activity in support of borrower efforts to address
this agenda during the past year. Following a brief overview of the
principal elements of the Bank's approach to reduction of urban and
industrial poUlution, the next section surveys experience with pollution
reduction and urbarn environmental projects that are presently under
implementation, describes lending operations in this field approved in
fiscal 1994, and examines recent support to borrowers through the
definition of urban environmental strategies, the provision of technical
assistance, and research.
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Box 1.2. Mexico:.Learning from the Bank's Expanding
Portfolio

The government of Mexico has been eager to begin implementation of
environmental projects. Its national strategy takes two mutually reinforc-
ing approaches: (a) actions on particular regions using an integrated mul-
tisectoral approach, and (b) national or multiregional actions on particular
sectors. Bank support for such efforts includes projects in all the critical
sectors, including the Northern Border Environment Project, the Second
Water Supply and Sanitation Sector Project, and the Second Solid Waste
Project, all of them approved this year.

Early experience with implementation indicates that Mexico is not
immune from the kinds of problem that affect other environment projects
around the world. For example, start-up problems, including the reorgani-
zation of and frequent staff changes in the new environmental agencies,
delayed the early implementation of the National Envircnment Project. In
addition, the multisectoral nature of environmental programs imposes
demands on coordination between implementing agencies that exceed
those under other Bank operations. The effectiveness of the Transport Air
Quality Project was delayed a year mainly because of conflict between
different levels of government on how to finance the project.

Despite a slow start, rapid progress has been recorded in developing a
legal and regulatory framework, building up a monitoring infrastructure
and database, shifting toward cleaner fuels and vehicles, and protecting
important ecological resources. Learning from the implementation expe-
rience so far, the lending program for Mexico will include more pilot
projects to test what works best. To the extent possible, projects will be
tailored for implementation by a single agency or fewer agencies than in
the past. Institutional strengthening, especially at the subnational level,
will remain a key element, to be phased in gradually as the capacity of
environmental agencies increases. For exmmple, the proposed Environ-
mental Enforcement Capacity Technical Assistance Project will be a pilot
program for agencies in only three states, whose experience will help
design programs in other- states. The government's continuing commit-
ment to improving Mexico's environmental performance will reinforce
these effects.

There are two strands in the evolution of the Bank's approach to
the brown agenda in recent years. First, more and more city-specific
strategies and investnent projects are addressing environmental issues
in a cross-sectoral and cross-media way. Second, pollution prevention-
as well as pollution abatement-has become a growmg focus of Bank
environmental policy dialogue and lending.

The Bank's urban developmentprojects initially concentrated on slum
upgrading and sites-and-services programs. Over time, however, the
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focus has shifted to infrastructure, urban transport, municipal develop-
ment,- and urban managemenit in general. Accompanying this shift
has been an increasing emphasis on improving the urban environ-
ment through investments in water supply, basic sanitation, solid waste
management (further described in box 1.3), and control of industrial
pollution.

In recent years efforts to integrate sectoral interventions and to link
them to broader sustainable development initiatives have expanded
following the Bank's adoption in 1991 of a new urban policy paper
(World Bank 1991b). This paper provides a framework for guiding
investments in cities by highlighting the links between urban economic
activities and macroeconomic performance, on the one hand, and be-
tween growth, poverty, and degradation of the urban environment, on
the other. Partly as a result, Bank lending for urban environmental

Box 1.3. Evolution of World Bank Lending for Municipal
Solid Waste Management

Despite heavy municipal spending on solid waste management, most
cities fail to provide efficient and universal collection services or environ-
mentally safe disposal. This failure exacts a high cost from public health
and the environment. A recent Bank review of seventy-one projects with
municipal solid waste management (MSwM) components for fiscal 1974-88
concluded that many fell short of environmental expectations because of
insufficient attention to building institutional capacity, -lack of strategic
planning, and failure to provide for safe disposal facilities. The exceptions
were a few large, focused MSwM projects (in Mexico, Nigeria, and Singa-
pore) or successive municipal development projects that steadily built up
local Mswz capacity, as in India and Indonesia. Current Bank-supported
efforts have built on these lessons to produce a new generation of MSwm
projects, components, or sector studies. These emphasize one or more of
four key issues:

Strategic seruice planninig. Strategic MSWM plans are included both
in metropolitan area projects, as in Colombo, Tehran, Belo Horizonte,
Curitiba, and Sao Paulo, and in national strategies, as in Turkey
and Mexico. In the latter case, on-lending through a national solid
waste fund requires target cities to prepare their own strategic
plans.

* Better institutiontal arrangemenlts. Several projects deal explicitly with
the common and critical problem of intejurisdictional conflicts
through the creation of a metropolitan authority for solid waste
transfer and disposal (in Metro Manila, Colombo, Antalya, and
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management and pollution control has grown rapidly over the past
several years. The increasing awareness of the importance of the urban
environment is reflected in the selection of this issue as the theme for the
Bank's second Envirornmentally Sustainable Development (EsD) Conifer-
ence, in September 1994.

As concerns the second strand, pollution prevention and abate-
ment, over the past five years research into sources of and means of
combating industrial pollution has shown that clean technologies and
other forms of pollution prevention are generally more cost-effective
than end-ofpipe solutions. This is recognized both in the ongoing
revision of the Bank's guidance materials on industrial pollution
control (discussed in more detail below) and in several new invest-
ment operations, especially in East and South Asia, currently under
preparation.

Curitiba, for example) or the creation of a regulatory body at the
muricipal level and the contracting out of solid waste management
operations to the private sector (as in Bursa, Turkey). In most cases,
public participation is an important contribution to finding effective
solutions.
More efficienit management and finance. To gain efficiency, most of the
new generation of Bank-supported MSWM projects introduce compe-
tition and greater involvement of the private sector in service deliv-
ery. Some examples are contracting for garbage collection and
street-sweeping services (in Colombo, Shanghai, Antalya, and Bo-
gota) and awarding concessions for financing, building, and operat-
ing transfer stations, sanitary landfills, and resource recovery
facilities (in Colombo, Lahore, and Antalya). All forms of privatiza-
tion require strengthening of the management capacity of municipal
authorities for preparing performance specifications and tender
documents, management of the tender process, and monitoring and
supervision. Fmally, introducing service cost accounting and finan-.
cial management is an essential feature of all projects.
Environmental protection. Closing existing dumps and opening new
sanitary landfills are key elements in existing loans or projects under
preparation in the metropolitan areas of Manila, Colombo, Shanghai,
Lahore, Antalya, Belo Horizonte, Curitiba, San Salvador, and Sao
Paulo. Each of these projects paid special attention to environrnental
impacts and mitigation. Several of the landfills (in San Salvador, Belo
Horizonte, and Lahore) have incorporated innovative bioreactor
features for accelerated biostabilization with leachate recycling and
the recovery and use of methane (an important greenhouse gas
produced by landfills).



36

Imzplementing Projects int Polltiott Conttrol and tire Urban
EnStvironsmnent

By the end of fiscal 1994 fortyprojects addressing pollution and the urban
environment, involving total Bank commitments of more than $5 billion,
were under implementation. Table 1.1 shows the regional distribution of
these projects and identifies countries having three or more such op era-
tdons in the active envirorunental portfolio at the beginning of fiscal 1995.
These projects include a broad range of investments: basic urban envi-
ronmental sanitation (especially sewage collection and treatment), con-
trol of industrialpollution, district heating (or domestic fuel conversion),
energy conservation, development of renewable energy sources, solid
waste management, control of vehicle-related air pollution, and disposal
of ship wastes.. (See box 1.4 for a review of current urban transport
projects.) Virtually all include institutional-strengthening measures.

Implementation of most of these projects is proceeding well. Two
operations-a water supply and sewage treatment project in Istanbul,
Turkey, and an energy conservation project in Niger-are currently
experiencing significant implementation problems. On average, projects
in this sector are performing better than the Bank's environmental port-
folio as a whole, with operations in China, Cyprus, the Czech Republic,
India, the Republic of Korea, Mauritania, Poland, andTurkey performing
particularly well (see box 1.5).

Table 1.1. Portfolio of Pollution Control and Urban Environmental
Projects, by Region, End of Fiscal 1994

Nuimber Total coimnitmeits
Region or coiiintry of projects (millions of dollars)

Sub-Saharan Africa 5 114
East Asia and the Pacific 8 975

China 5 650
South Asia 2 346
Europe and Central Asia 10 1,636

Turkey 4 705
Latin America and the Caribbean 11 1,708

Brazil 4 481
Mexico 5 1,163

Middle East and North Africa 4 290

Total 40 5,069

Note: The four countries with the largest portfolios are shown separately but are
included in the portfolios of their respective regions.

Sotirce: World Bank data.
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New Lenldintgfor tlhe Browrn Agenda iii Fiscal 1994

Fiscal 1994 lending for control of urban and industrial pollution is
presented in table 1.2. A sample of these projects indicates how the work
has been designed to meet the specific needs of each area.

Th-e Northern Border Environment Project in Mexico ($368 million)
covers the highly industrialized area along the 3,300-kilometerboundary
between Mexico and the United States. A large part of the region is arid
or semiarid, although there are some forested areas and irrigated farm-
lands. Dramatic growth of the major cities along the border, spurred
by rapid industrial expansion, has caused pressing environmental
problems in several sectors. Air and water pollution and industrial
and hazardous waste are serious problems. Urban services are over-
stretched: water supply and sanitation services are inadequate, facili-
ties for managing inunicipal solid waste are scarce, and traffic (on
unpaved roads) has caused severe urban pollution. The natural envi-
ronment is under pressure both from expansion of built-up areas and
from increasmg agricultural activity-each threatening rich endemic
biodiversity. The project will assist municipal, state, and federal
authorities in strengthening their environmental planning, manage-
ment, and enforcement capabilities and in designing and carrying out
priority investments effectively Other operations-the Second Solid
Waste Project Management ($200. million) and the Second Water Supply
and Sanitation Project ($340 million)-will apply to the whole country.
The first project includes an innovative retraining and education pro-
gram for open-dump scavengers to provide them with alternative em-
ployment options as the dumps are closed.

The Lom6 Urban Development Project in Togo ($26 mnillion) includes
a citywide program to upgrade transport and traffic conditions and
measures to improve the environmental and sanitary conditions of the
Be Lagoon and its surrounding neighborhoods. It also promotes institu-
tional capacity building in urban environmental management. The pro-
ject will involve the active participation of local residents, community
groups, and NGOS in neighborhood environmental improvement activi-
ties and will promote the use of small contractors in the construction
sector, thus having a significant effect on the employment and incomes
of the urban poor..

The principal objective of the District Heating Rehabilitation Project
in Estonia ($38 million) is to foster energy efficiency and economy Tnis
will benefit the environment because energy production and consump-
tion practices are responsible for most of the air pollution in the country.
District heating systems, primarily for urban homes and for hot water
and steam for industry, provide about 46 percent of the total heat
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Box 1.4. Urban Transport Projects

The negative environmental impacts of motor vehicles in urban areas of
developing countries are even more serious thnn In industrial countries-
mainly because of the poor condition of most of the vehicles, the low
quality of fuels, and the usually high concentration of motor vehiicles in a
few large cities. The large proportion of the population thus exposed to
pollutants is in urgent need of alternative means of urban transport.

Recent studies and projects show growing attention to the transport
needs of the urban poor, especially through nonmotorized transport (NMT),
defined as any form of transport in which the primary source of energy is
nonmnechanical or is natural propulsion (for example, sailboats). Bicycles
are not only the predominant mode of NMT but are also the world's leading
vehicle for personal transport. If bicycles are adequately integrated into
the transport system, they can improve the efficiency of mass transit
substantially-for example, by enlarging the area served. Two examples
of projects with NMT components are described here.

a The Peru Transport Rehabilitation Project will increase bicycle use in
the Lima metropolitan area. An NMT pilot component will provide
(a) separate, safe, and convenient bicycle paths, (b) promotional
campaigns demonstrating the bicycle's relative cheapness, (c) access
to credit for the poor to enable them to purchase bicycles, and (d)
educational campaigns to improve traffic safety. The project will
reduce the growth in demand for motorized transport, which in turn
will help reduce the steady increase in air pollution, vehicle-gener-
ated noise, and traffic accidents.

pro iction in Estonia. These systems generate heat in combined heat-
and-power plants in the main cities and in about 5,000 boiler houses,
most of which employ outdated technology and bum heavy fuel oil,
shale, or coal. The project will improve the efficiency of fuel use through
provision of meters and spare parts for boilers, improvements to distri-
bution systems, conversion of boilers from heavy fuel oil to peat and
wood (to be harvested and used sustainably), and reduction of water
wastage. District heating institutions will also be strengthened and
restructured. The project will sigrdficantly reduce emissions of sulfur
dioxide and nitrogen oxides.

Technzical Assistancefor tire Urban Etnvironmtent

The environmental managenment component of the Urban Management
Programme (UMP), sponsored by the Bank, the UNDP, Habitat, and sev-
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* The Glhann Urban Transport Prnject will provide For better traffic
management, resulting in less traffic congestion arid velicle emis-
sions, It should nlso mean safer conditions for NMT, particularly
for the poor, by providing footways and separate lanes for non-
motorized vehiicles.

Part of the answer to the substantlal economic and welfare losses from
congestion, traffic accidents, and noise nnd air pollution lies In new trans-
port Infrnstructure, Bank involvement in the past has favored additions to
existing bus services through exclusive busways and better road access,
instead of building underground railways or elevated highways. In some
megacities, however, capital-intensive investments such as rapid rail sys-
tems may be best, especially if the more flexible busway alternatives have
already reached maximunm capacity. Another consideration Is that bus
transport has in manycases had a severeimpacton the urban environment
(as is the case with the Avenida 9 de Julho busway in Sao Paulo). Accord-
ingly, Bank-supported urban transport projects are now giving increasing
consideration to intermodal options, Including rail-based transit or metros.

The Integrated Urban Transport Project in Sao Paulo contains an infra-
structure and equipment investment component for building and operat-
ing a rail connection between the suburban train systems and a
rapid-transit connection between the suburban train systems and the
metro. The environment-related objectives of the project will be achieved
through an air quality and traffic safety component, with an inspection
and maintenance program for vehicles emissions and noise, a traffic
management and safety program, and provision of a vehicle emissions and
noise laboratory and equipment for monitoring and sampling emirsions.

eral bilateral agencies (German, Swedish, Dutch, and others) in associa-
tion with the World Health Organization (WHo), focuses on demand-
oriented approaches to urban pollution reduction and waste manage-
nent. The environmental component of the uMP is housed in the Bank's
central vice presidency for Environmentally Sustainable Development
(ESD) but is closely linked to the regional vice presidencies. During the
past fiscal year this component continued to promote appropriate poli-
cdes, strategies, tools, best-practice case studies, and related research to
strengthen environmental management at the city level and respond
to the problems of the brown agenda. In particular, the UMP issued a
new policy paper, Toward Environnental Strategiesfor Cities (described in
box 1.6).

In Asia, Phase I of the Metropolitan Environmental Improvement
Programme (MEIP), which is funded by the UNDP and implemented by
the Bank, has assisted five large cities-Beijing, Bombay, Colombo,
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Box 1.5. Improving the Urban Environment ii China

Since late 1991 the Bank has approved four projects focusing on manage-
ment of the urban environment in China. The first such operation, ap-
proved In November1991, involves the municipality of Beijing, with a total
resident population of about 10 million. The second, approved in June
1992, was for Tilanjin, the country's third largest city, with about 5 million
inhabitants. The third, in February 1993, concentrates on four large urban
areas (Changzhou, Suzhou, Wuxi, and Zhenjiang) in southern Jiangsu
province, near Shanghai. And the fourth, approved in March 1994, is for
the municipality of Shanghai, with a total population of 14 million. The
first three operations are under implementation.

The Beijing, Tianjin, and southern Jiangsu projects have similar ob-
jectives and components. All three seek to improve environmental
planning and management capabilities and help to finance priority
urban environmental infrastructure and pollution control investments
at the municipal level. Pollution control funds have been established in
all three cases. The Jiangsu project also includes a pilot subcomponent
for township and village industrial enterprises (TviEs) in rural areas.
'the Beijing and Tianjin projects address solid waste management; the
Beijing and jiangsu operations include hazardous and toxic waste
management. The Beijing project has an additional district heating
component to reduce the burning of coal and associated air pollution,
and the Tianjin project has urban transpor$ and resettlement compo-
nents. Institution-building measures in all three projects include a
variety of studies, such as the preparation of an environmental master
plan for Beijing. All three provide technical assistance and training for
local environmental and other municipal staff.

Despite their ambitious objectivc3 and the scale of the investments
involved-the total costs of the Beijing and Jiangsu operations, for
example, are estimated at $304.5 million and $588 million, respec-
tively-implementation of all three projects is generally proceeding
well. Experience with the Beijing project has been especially positive.
Among the key factors associated with successful implementation of
the Beijing operation are the highly motivated and competent staff of
the project executing agencies and their strong commitment to project
objectives. Counterpart funding has also been available on a Limely
basis. Those delays that have occurred mainly involve procurement-
especially of sophisticated pollution control and monitoring systems
that required external assistance-and the assembly of databases and
associated analysis for the environmental master plan. Some costs have
been higher than expected, particularly those related to land acquisi-
tion and resettlement that required the realignment, and thus redesign,
of a planned.sewerage line. Other project components are proceeding
more rapidly than anticipated.
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Table 1.2. Projects for Urban Environmental Management.
and Pollution Control, Fiscal 1994
(millions of dollars)

World Total
Loantilcredit Batik project

Couint!y Project (LIC) financing cost

Algeria Water Supply and Sewerage
Rehabilitation L 110 170

China Shanghai Environment L 160 457
Ecuidor Mining Development and

Environmental Control
Technical Assistance L 14 24

Estonia - - District Heating Rehabilitation L 38 65
Indonesia Surabaya Urban Development L 175 618
Mexico Northern Border Environment L 368 762
Mexico Solid Waste Management l - L 200 416
Mexico Water and Sanitation Sector -I L - 350 770
Togo Lome' Urban Development C 26 29

Total new lending 1,441 3,311

Source: World Bank data.

Jakarta, and Metro Manila-in tackling their rapidly growing environ-
mental problems. In Phase II, which began in early 1993, MEIP follows up
on and implements the activities outlined in city-specific strategies
developed earlier, expands the mEip approach to other cities in those
countries, and extends the program to the Kathmandu Valley in NepaL
Two projects currently under preparation, the Industrial Efficiency and
Pollution Control Project in the Philippines and the Colombo Environ-
mental Project in Sri Lanka, are based on MEP'S pioneering work in these
countries.

Under MEIP, the URBAIR project focuses on the improvement of air
quality in three of Asia's largest cities: Bombay, Jakax'a, and Manila.
Kathmandu, a smaller city but one with severe air quality problems, was
added to the URBAIR study during the year. The URBAIR project empha-
sizes both improved modeling and measurement of ambient pollution
levels and economic analysis of imp acts, largely in termns of health effects.
Supported in part by the UNDP and by trust funds, the project produced
city reports in fiscal 1994 for Bombay, Jakarta, and Metro Manila. The
report on Katfmandu will follow in fiscal 1995.

Anew joint UMP/MEIP initiative on the economic valuation of environ-
mental degradation involves studies in Bombay, Colombo, arnd Metro
Manila that examine the economiic dimension of selected urban environ-
mental problems. The first-phase reports are due in early fiscal 1995. The
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Box 1.6. Toward Environmental Strategies for Cities

Cities are the engine of economic growth, but the environmental irmiplica-
tions of such growth need to be assessed and managed better. The critical
and most immediate problems facing developing country cities are the
health impacts of urban pollution that derive from inadequate water,
sanitation, drainage, and solid waste services; poor urban and industrial
waste management; and indoor and outdoor air pollutHon-the brown
agenda. This set of problems disproportionately affects the urban poor and
takes a heavy toll on urban health and productivity.

Individual cities may also face many of the green issues, such as the
depletion of water and forest resources, inefficient transport systems and
energy use, the degradation of environmentally fragile lands, and the
occupation of areas prone to natural hazards. With such a miultiplicity of
problems, it is important for eachcity to identifyspecific priorities, policies,
and actions needed to address the most immediate issues.

A key recomunendation from the 1992 'Earth Surnmit" in Rio de Janeiro
was that each major city prepare its own "local Agenda 21' for environ-
mental improvement and sustainable development. As part of the Bank's
efforts-which also include an increasing number of envirornmentally
oriented lending operations-to supporturbanleaders in this task, theuMP
has prepared a paper (Eartone and others 1994) that provides a process for
setting local priorities and agreeing on a local Agenda 21. Such an agenda
is based on mobilizing public support and participation; choosing policy
instruments that will change behavior, relieve conflicts, and encourage
cooperative arrangements; building local institutional capacity; strength-
ening urban service delivery; and increasing local knowledge about the
urban environment.

The strategic planning process described in the paper has been success-
fully applied in many cities. Case studies are presented to show how
institutional, informational, political, and technical problems.related to
urban environmental management can be addressed in a strategic
manner.

Regional Acidification Information and Simulation in Asia (RAINS/ASIA), a
project to evaluate the extent and seriousness of acid rain, focused on
regionwide environmentalimpacts, using a PC-based software toolto assess
the consequences of emission-reducing strategies. It is based on a mnodel
that is already being used in Europe to help identify feasible goals for
reduction of sulfur dioxide emissions. RAINS/ASIA was futded by $1.2
million from multinational trust funds; work was completed in mid-1994.

Another important brown agenda activity is MEDCITES, a city-level
urban environmentalnetwork thatis partof theMediterranean Technical
Assistance Program (METAP). Supported by the Bank, the UNDP,the
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European Investment Bank, and the European Union, MEDCITIES is pre-
paring environmental audits and municipal action plans for five secon-
dary cities in the Mediterranean Basin. Regional programs for the Black
and Baltic seas, including a Baltic Cities Network similar to MEDCITIES,
also have important pollution control components.

Regioanal Strategiesfor Pollution Prevention

The Bank continues to support borrowers' environmental work through
analytical studies. Two regional strategy papers emphasizing the urban
environment were completed last year and entered the implementation
stage in fiscal 1994.. Other programs and studies provided forums for
discussion as well as practical models of and guidance for environmental
issues.

The prenise of the "EnvironmentalAction Progranune for Central and
Eastem Europe" is that because of the scarcity of financial resources,
human health impacts must be regarded as the primary criterion in
setting enviromnental priorities. The strategy focuses mainly on pollu-
tion problems that affect both dties and the surrounding countryside and
are common to the countries in the former-Soviet bloc. The program
encourages consensus among Central and Eastern European countries
and donor age-neies on environmental priorities. It endorses a mix of
policy, investment, and institutional actions such as cutting air emissions
from specific types of industrial plants, reducing particulate and sulfur
dioxide emissions in urban areas (especially emissions linked to the use
of coal in the household and service sectors), launching low-cost, high-
gain programs such as energy efficiency and environmental audits in the
industrial sectors responsible for the most pollution, protecting ground-
water from wastewater discharges and hazardous wastes, and under-
taking municipal wastewater investments for improving ambient water
quality at low cosL
- During the past twelve months numerous activities to implement the
program have started:

* The Kyrgyz Republic is preparing a national environmental strat-
egy organized around the themes of the Regional Action Plan.

* The Bank is reviewing a number of the strategy studies prepared
jointly with borrowing countries, starting with Bulgaria, and is
providing inputs.

* An Environmental Performnance Review for Poland, ledby the Organ-
ization for Economic Cooperation and Development (OECD) will
draw on the Banks 1992 Environmental Strategy Study for that
country.
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- An ambitious training plan has included a two-week serninar (or-
ganized jointly with the Japanese government) in Vama, Bulgaria,
that brought together thirty-eight officials from, among others, the
ministries of Finance and Economy, Health and Environment, and
Industry, in the Czech Republic, Hungary, Poland, Romania, and
the Slovak Republic, as well as nine officials from the Japanese
govenmment. The "Environmental Action Programme for Cen-
tral and Eastern Europe" is being translated into nineteen Eastern
European languages, and a shorter version is being published this
year.

* Two experts supported by the Swiss and U.S. govemments are
being placed in the Bank to work with the relevantcountry depart-
ments on the program.

The study Toward an Etnvironmental Strategy for Asia (Brandon and
Rarnankutty 1993) describes the serious environmental problems that
have accompanied Asia's impressive economic growth. The report notes
that even though green issues such as deforestation and soil fertility loss
continue to be serious, industrial and urban pollution are the rapidly
emerging environmental challenge in the region. The study points out
that conditions for addressing these problems are more favorable in Asia
than in other parts of the world. Asia's advantages include high rates of
domestic savings that provide public and private capital for investment
in infrastructure and technology, rapid gains in poverty alleviation, wide
application of sound macroeconomic principles that lays the ground-
work for good environmental management, and increasing willingness
by governments to deal with environmental problems.

Several areas of -activity have been developed as a follow-up to the
Asia strategy reporL A clean-tedhnology program begun under the MEIP
and other environmental project work in China and India have been
expanded into a free-standing effort. Regional workshops and country
training oriented toward common pollution problems and analytical
techniques for environmental agencies are being planned in South Asia.
These efforts are supported by country analysis, priority setting, and
improved coordination of activities both in countrydiscussions and in
Bank work on improving the policy dialogue that must underpin the
environmental lending program.

Research otn Pollution Conttrol

Over the past year the Bank has undertaken numerous studies on the
causes of and remedies for pollution. For example, a series of studies
undertaken by the Bank's Policy Research Department (PRD) has re-
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viewed data sources in OECD countries that could yield valuable insights
for decisiormnaking in the developing world. Useful data came from
examining the costs of the U.S. Superfund program for cleaning up toxic
wastes. These data reinforce the importance of setting standards care-
fully and examinimg both the benefits and the associated costs of pro-
posed measures. The Industrial Pollution Projection System (u'rs)
developed by the Bank has been used in a study to predict industrial
pollution loads and costs of pollution abatement in several developing
countries from data on the volume and composition of industrial activity
The IPPS has been applied in recent sector work in Indonesia, Mexico,
and elsewhere.

Following up on earlier pollution-related work by PRD in Indonesia
and Mexico, two major studies on pollution in Santiago were jointly
mdertaken by staff from the Latin America regional vice presidency,
Prr, and ESD in collaboration with Chilean researchers. Applying the
principles of environmental economics to air and water pollution, these
studies assessed the benefits and costs of reducing transport-related air
pollution and water pollution from domestic sewage. Using innovative
approaches, the studieu traced the links between sources of pollution and
health impacts. They thencompared theexpectedhealthbenefits (inboth
physical and monetary terms) from pollution reduction with the costs of
actions to reduce the polRltion.

Progress has been made in updating and revising the Bank's existing
guidelines on pollution control, originally issued in 1984 and 1988 (see
box 1.7). A looseleaf binder on prevenion and abatement of industrial
pollution is being developed to provide guidance for use in projects
financed by the Bank. The new. documents will contain important infor-
mation on major pollutants, commonly used pollution abatement tech-
nologies, and emergig ccuncepts regarding pollution prevention, waste
minimization, and deaner production. This material is being developed
in collaboration with the United Nations Industrial Development Or-
ganization (UNIno) and the UNEP.

Natural Resource Management
and the Rural Environment

Most poor people in the world still live in rural areas. Hence sound
management of natural resources is fundamental to both national eco-
nomic development and the well-being of billions of people. Bank lend-
ing that supports borrower efforts to promote sustainable natural
resource management has increased, guided where appropriate by the
policy papers on the forest sector (World Bank 1991a) and water re-
sources management (World Bank 1993b), the latter issued irn fiscal 1994.
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Box 1.7. From Pollution Abatement to Pollution Prevention:
The World Bank's Guidelines

In the last six to ten years, since the Bank first issued its Environmental
Guidelines, manyborrowing countries have developed theirown environ-
mental laws and regulations. Insome cases, these are as strict as orstricter
than corresponding regulations in OECDJ countries, but enforcement of
environmental standards is often weak and compliance falls short of
desired targets. Increasingly, both donor and borrower countries are look-
ing to the Bank not so much for setting new environmental standards, as
for providing guidance on how to make the best decisions in the face of
scarce resources and competing daims.

The Bank and the iFc have joined forces to produce revised guidelines.
By the end of fiscal 1995, more than thirty new guidelines are expected to
be available, covering sectors from coal mining to leather tanning, from
petroleum refining to dairy production. The guidelines will focus initially
on investments in new plant. Instructions on how to deal with the complex
issues associated with rehabilitation of existing plant will be added later
in 1995. Simultaneously, an operations policy and associated Bank proce-
dures are being prepared.

Some industrial projects inevitably require difficult decisions. For exam-
ple, should a coal-fired power plant be required to meet strict standards
for emissions of certain kinds of gases if these are emitted over the ocean
or the desert and cause no harm to humans or ecosystems? Or, where a
project provides financing to dozens of small industries, and enforcement
of environmental practices is difficult or impossible, what are the potential

The Bank also continues to study the links between policy measures and
the rate of use of natural resources.

Implementitng New Policies for Forests and Water Resources

Forestry projects, especially those involving tropical moist forests, have
recently received a great deal of attention because of increasing concern
both inside and outside the Bank about global trends in deforestation,
loss of biodiversity, and unsustainable patterns of natural resource use.
This year a major review is being carried out to assess the lessons learned
in implementing the policy paper on the forest sector. Since 1991 the
World Bank has approved more than $2 billion in loans for twenty new
forestry projects. These loans formed the basis for the implementation
review.

The review has fotnd that although the principles set forth in the
policy paper have proved useful, the existence of powerful vested inter-
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hazards that nmust be addressed because of the serious harm they could
cause? Hlowever, in many cases, sound environmental practices make
good business sense. As some of the itr's work demonstrates (see box
6.3 in chapter 6), it has also become clear that a cleaner environment
does not necessarily demand big investments. Instead, it requires a real
commitment of managerial effort combined with simple investments
in continually improving processes, installing controls, and monitoring
performance. In many cases, these measures generate substantial eco-
nomic benefitsso that the environmentat improvements involve no cost
penalty. An important aspect of the Bank's economic and sector work
is to recommend changes in prices, taxes, and other instruments to
reinforce the link between economic efficiency and good environmental
performance.

When tl,e Bank issues its new operational policy directive, and the
revised Environmental Guidelines become available for discussion with
borrowing countries later in fiscal 1995 and 1996, these documents will
emphasize a wider concern with pollution prevention and the adoption of
cleaner production technologies that use fewer resources, are more energy
efficient, and generate less waste, emissions, and effluents. The new guide-
lines will stress the human and organizational dimensions of environ-
mental management For example, they will make explicit the Bank's
requirement that pollution control equipmentbe operated to designstand-
ards which, in turn, should permit the achievement of emission targets.
The work on the guidelines is being undertaken in close collaboration with
the Industry and Environment Programme of the UNEP, and Nu1o studies
on clean technology

ests in the forestry sector has made introduction of new approaches
difficult. Often, officials of the very agencies responsible for reform have
strong personal motives for resisting change. One solution is to broaden
the circle of stakeholders for forest policy reform to indude such groups
as planning and finance agencies and NGOs.

The review has also found a significant transformation in Bank lend-
ing in the sector over the past three years, with forest protection and the
quality of implementation receiving more emphasis in the technical
content of projects. An equally important change is the style of project
development Increasingly, attention is being given to developing and
implementing projects in dose collaboration with both project benefici-
aries and local populations. Project design has also evolved from focus-
ing on a single output (for example, on fuelwood) to an approach that
addresses policies and resource constraints across the forest sector. A
project in India, for example, considered forest subsectors as diverse as
energy, industrial wood, parks and protected areas, and agriculture and
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soil conservation. Such changes should help improve development im-
pacts by promoting the efficient allocation of resources across the entire
sector. Comprehensive sectorwide projects are being implemented in
Bangladesh, China, Colombia, Indonesiai, Lao PDR, and Tanzania, as well
as in India,

Implementation of the Bank's policy on water resources management
began in 1993, after Operational Policy 4.07, 'Water Resources Manage-
ment,? was issued. The recommended first step is for countries to
conduct a cross-sectoral water resources assessment for each river basin.
That assessment of problems, needs, and opportunities then forms the
basis for a water resources management strategy. The priority actions
under that strategy are to be highlighted in the Bank country assistance
strategy that will guide the lending program for different sectors. In
Tanzania, one of the first countries to choose this approach, the stand-
alone water resources management project was funded by the UNDP, the
Danish government, and the Bank (see box 1.8). A comprehensive ap-
proach to developing a water resources management strategy was also
begun as part of sectoral projects for strengthening water resources
institutions in Trinidad and Tobago and for controlling induistrial and
mining pollution in Bolivia during fiscal 1994. Such strategies have also
been included ina GEF-supported initiative to restore aquatic ecosystems
and prevent pollution discharges in the Aral Sea Basin of Central Asia.

Implementing NatUral Resource Manageinent Projects

By the end of fiscal 1994 sixty-two natural resource management projects
were under implementation, with total Bank commitrnents of nearly $3.2
billion. These operations include forest conservation and biodiversity
protection, fisheries management, agricultural development (including
integrated pest management), soil rehabilitation and land management,
watershed management and rehabilitation, management of parks and
protected areas, and natural resource management generally (see table
1.3). IDA credits are particularly important for natural resource manage-
ment projects. The IDA donors have indicated that envionmentally
sustainable development should continue to be one of IDA'S overriding
objectives. "First IDA-10 Implementation Report Review of the FY94
Program," to be distributed to the executive directors in September 1994,
describes environmental activities in IDA borrowing countries in the past
year.

The percentage of natural resource management projects experiencing
implementation difficulties was roughly twice as high as for brown and
institutional projects during fiscal 1994. The majority are experiencing at
least some implementation delays or other problems, suggesting that
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Box 1.8. Tanzania: Preparation of a Water Resources
Management Strategy

In 1993 discussions among Tanzanian officials, the UNDP, and the World
Bank resulted in the expansion of a planned water sector review into a
development of a more comprehensive water resources management
strategy, as recommended by the Bank's new water resources manage-
ment policy. An interministerial steering committee was established to
oversee the process, and workshops were held with ministry officials',
external support agencies, and major stakeholders to develop coordina-
tion. A nine-person technical team was seconded from various Tanzanian
nministries to prepare an assessment of water resource problems, needs,
and priorities in each river basin of Tanzania. The assessment included
water supply and sanitation needs, industrial water pollution, water-re-
lated health issues, groundwater contamination, overfishing, coastal zone
protection, irrigation issues, land use topics, data needs, and regulatory
and institutional issues.

This approach of supporting the Tanzanian team in conducting the
interdisciplinary assessment pmvides a broader understanding of the
conflicts in water and land use and encourages cooperation between team
members representing different sectoral interests and their government
ministries Following this multidisciplinary assessment, priorities can be
determined, potential complementarities between different sectoral ac-
tions and protection of the water environment can be identified, and
actions for achieving these complementarybenefits can be initiated as part
of a strategy. For example, such an analysis may result in a recommenda-
tion that less water be diverted for irrigation so that downstream aquatic
ecosystems can be sustained or that agricultural programs for erosion or
pollution control be targeted only to certain priority basins. It may mean
that funding for the needs of coastal zone management take precedence
over certain sectoral programs so that fragile resources valuable for tour-
ism can be protected. The priorities in differentbasins will be different and
must be determined in a participatory manner with affected stakeholders.
During fiscal 1994 the water resource issessment phase was completed in
Tanzania; and the formulation of strategies has begun.

green projects are generally more difficult to execute than pollution
reduction projects. The eight projects having the most serious problems
are located in Africa, South Asia, and Latin America and the Caribbean.
Five-including one in Haiti that was subsequently canceled-involve
forest resource management; the other three involve fisheries, land use
rationalization, and agricultural development and natural resource man-
agement. According to recent Bank supervision missions, two or more
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Table 1.3. Portfolio of Natural Resource Management Projects,
by Region, End of Fiscal 1994

Ntutmber Total cotntutitnJetits
Region or coun try of projects (in ilions of dollars)

Sub-Saharan Africa 18 438
East Asia and the Pacific 9 820

Indonesia . 5 155
South Asia 14 657

India 6 433
Pakistan 4 118

Europe and Central Asia 3 272
Latin America and the Caribbean 13 851.

Brazil 5 517
Middle East and North Africa 4 144

Total 61 3,182-

Note: The Four countries with the largest portfolios are shown separately but are
induded in the portfolios of their respective regions.

Source. World Bank data.

of these operations have experienced significant problems with project
management, legal agreements, counterpart funding, or procurement.

Despite these difficulties, implementation seems to be proceeding
smoothly in a number of projects, including natural resource manage-
ment operations in Egypt, Pakistan, and the Philippines; forestry and
watershed management projects in Algeria and Tunisia; and a rural land
management operation in Pakistan. Projects that, while experiencing
some implementation problems, seem to be well on the way to achieving
positive outcomes include a series of land management and watershed
protectioin projects in southeem Brazil (see box 1.9 for details). Strong
beneficiary, local community, and private sector involvement, together
with capable and experienced public sector institutions, appear to be
critical factors in the comparative success of these operations.

New Letndingfor the Green Agenda itn Fiscal 1994

During fiscal 1994 just under $900 million was comrnmitted for thirteen
projects addressing rural environmental problems, seven of which were
IDA credits. These operations encompass forest management and biodi-
versity conservation; water resource and watershed management, ma-
rine and coastal zone management, and improvement in the ecology of
agricultural practices. Examples include the following (see table 1.4 for
a complete list).

The Third Forestry Development Project in Bhutan ($5 million) sup-
ports the government's efforts to develop and implement a .sustain-
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Box 1.9. Managing Rural Land and Watersheds in Brazil

Over the past several years the Bank has been supporting a series of
innovative land management projects in south-central Brazil. The first two
were approved in 1989 and 1990 for the states of Paran6 and Santa
Catarina, and two more for Sao Paulo state and Mato Grosso do Sul are
due next year. All four operations seek to increase agricultural production
and rural incomes by encouraging farmers at the microcatchment level to
adopt sustainable forms of land management and soil and water conser-
vation. To that end, the projects provide support for reducing soil loss,
erosion, and the associated siltation and pnllution of rivers and other
watercourses. Technical improvements on the farms and the realignment
of rural roads to correct poor drainage round out the plans.

In addition, the projects promote agricultural practices such as crop
rotation, green manuring, alternative cultivation practices, small-scale
mechanization, and weed and pest control. Support for these changes is
provi'ded by rural extension, land use monitoring and control, farm-level
incentives for improved land management, soil conservation and pollution
abatement, erosion control works along rural roads, forestry development,
and natural resource protection. To help-improve land management at the
farm and watershed levels, each project establishes a soil conservation
fund. The forestry development and natural resource protection compo-
nents include strengthening of state forestry institutions, production of
seedlings for reforestation for both commercial and conservation pur-
poses, and improved management.of state parks and biological reserves.
The projects also emphasize training public and private sector technicians
and farmers in modem land management and soil conservation practices.

The two projects currently under implementation are proceeding well,
with the Parand operation, two years short of completion, having already
surpassed key project targets. Both are expected to produce significant
positive and sustainable results.

A key feature of these projects is extensive local community and farmer
participation in the planning and implementation of watershed manage-
ment activities. The experience thus far in Parana also demonstrates the
importance of taking a decentralized approach to the selection of micro-
catchments and the definition of interventions in each one. Another im-
portant feature is the choice of interventions that generate both economic
(that is, increased productivity and farm incomes) and environmental
(reduced soil erosion) benefits. The project has received several boosts
toward its success. There is effective coordination and private sector involve-
ment at the municipal level, including on-farm technical assistance by
private extension services; The project grew out of an existing state initia-
tive, PMISA (the Integrated Water and Management Program). "Pilot"
watersheds are monitored to demonstrate the benefits of coordinated
farm-level soil conservation and microcatchment management to farmers
and government officials throughout the state and elsewhere in Brazil.
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Table 1.4. Projects for Natural Resource Management, Fiscal 1994
(millions of dollars)

World Total
Loatn/credit Banik project

Cowltry Project (LIC) fnancitig cost

Bhutan Third Forestry Development C 5 9
China Forest Resource Development

and Protection C 200 356
Loess Plateau Watershed

Rehabilitation C 150 249
Colombia Natural Resource Management

Program L 39 65
India Andhra Pradesh Forestry C 77 B9

Forestry Research Education
and Extension C 47 56

Indonesia National Watershed Manage-
ment and Conservation L 57 488

Lao PDR Forest Management and
Conservation C 9 20

Pakistan Balochistan Natural Resource
Management C 15 -18

Paraguay Natural Resources Management L 50 79
Poland Forest Development Support L 146 335
Tunisia Northwest Mountainous Areas

Development L 28 51
Uruguay Natural Resources Management

and Irrigation Development L 41 74

Total aew lending 864 1,889

Source: World Bank data.

able way of protecting, managing, and using its forest resources in line
with its national development priorities. The project will (a) adopt
multiple-use management of forest lands; (b) involve local people in
managing the foresttomeet theirbasicrequirements, as wellas increase
the level of economic activity through social forestry practices; (c) reha-
bilitate degraded forests to maintain their economic and environmental
benefits; and (d) improve the planning and implementation capacity of
goverrmentorganizations. Asocialforestry plan, following the govern-
ment's Community Forestry Rules, will involve local people in forest
resource management through a system of shared benefits and respon-
sibilities..

The National Watershed Management and Conservation Project in
Indonesia ($57 million) seeks to raise the living standards of poor upland
farmers by improving and restoring the productive potential of their
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resource base. At the same time, it will enhance watershed environ-
mental quality and protect downstream watershed resources. In addi-
tion to conservation, regreening, and reforestation activities, the project
includes a significant training and extension component. Because large
numbers of male farm laborers migrate seasonally to urban centers,
women currently do most of the work in the upland farming areas. The
project will therefore provide women with the same training as men and
will give them greater representation in village participatory land use
planning. A concerted effort will also be made to remove gender-specific
barriers to participation in, for example, extension activities.

Tlhe overall objective of the Forest Development Support Project in
Poland ($146 million) is to assist the government in executing its Pro-
gram for the Development of Selected Forestry Branches and Protection
of Ecosystems in National Parks for 1993-97, thereby protecting Poland's
forest ecological capital and providing social benefits. A forest manage-
ment component seeks to reverse tlhe effects of past damage and misuse;
to increase the vitality of forest stands, particularly to help with air
pollution; to restore pollution-damaged. forests to protect watersheds
and prevent soil erosion; to afforest land previously converted to agri-
culture; and to conserve genetic resources. A conservation component is
plarmed for Poland's national parks. An institutional-development com-
ponent will provide technical support and equipment, help develop a
strategy for envirorunentally sound forest use, and support the creation
of an information system, including a geographic information system
(GIS) integrated into the planning system.

The Natural Resources Management Project in Paraguay ($50 million)
has four main objectives: (a) to establish the institutional framework
necessary for dealing with the major agricultural and natural resource
problems of the prpject area; (b) to generate information through re-
search and implement a system of natural resource protection; (c) to
assist small farmers in establishing sustainable agricultural production
systems and conservation measures; -and (d) to encourage the direct
participation of the local population in project implementation. The
project would increase the productivity and incomes of small farmers,
enabling them to accumulate capital.

Technical Assistance and Research on Natutral Resource Managetnent

A REGIONAL STRATEGY FOR AFRICA. A ni :rity of the Bank's borrowing
countries in Sub-Saharan Africa have ne .t completed NEAPs or equiva-
lent documents, and some countries-Ghana, the Gambia, Mauritius,
Madagascar, and the Seychelles-have already begun implementing
them. Following closely on these completed strategies, the Bank has
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begun a two-year process of defining a rcglonal strategy for environmen-.
tally sustainable development in Sub-Saharain Africa. The strategy Wilt
build on and continue to generate consensus behind national environ-
mental plans. To help the countries address common problems more
effectively, the Bank has begun compiling common lessons from envi-
ronrmental experience over the past thirty years. From this starting point
a broader process has been lnunched with the participation of prominent
African and non-African institutions, universities, NGOs, and bilateral
and multilateral agencies.

The African ESD strategy incorporates the main features of Agenda 21
but gives special focus to a number of key issues, the links between them,
and their geographic dimension. To define thle strategy, a scenario for
Africa in 2025 has been projected as a goal, taling stock of the current
situation and identifying the best transition course for minimizing envi-
ronmental, social, and economic costs while maximizing benefits. Teams
inside and o'utside the Bank have been organized to examine population
dynamics in relation to the environment; knowledge, information, and
dissemination; natural resource management; and the urb,an environ-
ment. Special attention is paid to planning, policies, capacity building,
institutional development, and comiriunication. Thematic and cross-cut-
ting papers are being prepared for workshops throughout Sub-Saharan
Africa (see the discussion on coastal management below).

COASTAL ZONE MANAGEMENT. As more and more people crowd into the
coastal zones of all countries, the wise management of coastal resources
becomes increasingly important. Technical assistance on coastal and
marine issues is therefore featured in Bank work in several regions
supported by GEP projects, as well as in regular Bank lendirng and sector
workc. In Latin America, for example, support is under way for opera-
tions in the coastal regions of Colombia and Ecuador. Extensive work has
also been devoted to helping prepare NEAPs for -countries in Central
America and ihe Caribbean. Some of these initiatives have been prob-
lematic, as the interaction of a large number of resource users in the
coastal zone often complicates implementation. In several cases, Bank
studies have examined the difficulties, such as the tradeoffs between
ecological and economic goals in the management of marine parks in the
Caribbean.

Amajor challenge is to manage the natural capital of coastal resources
so that a society can live on the annual "interest" and not consume its
"principal." The Bank is preparing technical guidelines for integrated
coastal zone management (IczM) and has this year issued an "Environ-
mental Assessment Sourcebook Update" (no. 7) on coastal zone manage-
ment. ICZM attempts to.balance the physical. requirements for the
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continued health of coastal zones with the competing pressures from
current and future economic development of these fragile areas.

The Bank is supporting improved management of the extensive coast-
lines of several countries in Asia, An ICZM plan is being developed in
Indonesia, for example, and Viet Nam is planning the use and manage-
ment of its coastal area, especially its rich fisheries and extensive man-
grove forests. Coastal and marine issues are also important in countries
such as India, the Republic of Korea, and Thailand.

Africa's long coastline and heavily populated coastal areas make
it increasmgly the focus of much coastal and marine work. Coastal
resources are used for recreation and tourism as well as for production
of fish and other products, making coastal zone management a pnime
issue for the regional strategy for Africa discussed above. Mozambique
is an example of a country where coastal issues, especially ICZM, are
prominent.

FOREST AND LAND MANAGEMENT IN LATIN AMERICA. A number of sector
studies and research programs have focused on natural resources this
year. In Chile a study was carried out on the options for managing native
forests in the southern part of the country, where there is strong pressure
to convert the remaining native forests to plantations of fast-growing
imported species. The study examined managemnent options for the
native forests, comparing the returns from plantation, mixed-species,
and introduced-species forests. The protection of endangered species as
part of the national park system and the retums from other uses, includ-
ing benefits from recreational and tourism development, were also
assessed. The study found ways of meeting legitimate needs for biodi-
versity protection while allowing commercial development of certain
native forestlands.

Many rural enviromnental issues in Latin America stem from the
uncontrolled development of the frontier. A Bank report to be presented
to the Board in fiscal 1995, "'Brazil: The Management of Agriculture,
Rural Development and Natural Resources," examines the reasons for
the loss of important natural capital. The report forms the basis for
discussions with the government, as well as for regional workshops
involving NGOS, farmers' groups, and oth jr stakeholders on the prob-
lens -of unsustainable agricultural practices, the environmental conse-
quences of insecure land titles, and perverse legislation. During fiscal
1994 environmentally related economic and sector work was completed
for Costa Rica, El Salvador, Mexico, and other countries. Broader exami-
nations of the sources, nature, and imnpact of deforestation and of the
factors affecting the' management of biodiversity in Latin America and
elsewhere are being carried out by the Policy Research Department.
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Initial results from one study identified a "Kuznets curve" for defores-
tation whereby the rate of deforestation increases up to a certain income
level (about $5,000 per capita) and then declines.

Supporting National Environmental Management

hn addition to supporting reduction of urban and industrial pollution
and managementof rural natural resources, the Bank supports borrower
efforts to improve environmental management through new and con-
tinuing lending operations for environmental institution building and in
the preparation of national environmental strategies. The Bank also
increasingly incorporates environmental concerns into its country eco-
nomic studies and associated policy dialogue, provides assistance for the
improvement of national legal and institutional frameworks, and seeks
to improve environmental information, natural resource accounting, and.
the valuation of environmental costs and benefits.

Implementing Instittitoit-Butilditng Projects

At the end of fiscal 1994 sixteen environmental institution-buildihig
projects were under implementation, involving total commitments of
over $530 inillion (table 1.5 indicatet; their regional distribution). All of
these projects were approved after 1989. The five African projects were
the direct results of NEArs (the Gambia, Ghana, Madagascar, and Mau-
ritius) or Bank country environmental sector work (Nigeria). All sixteen
operations include significant training, studcies, and technical assistance
components.

As in the case of active natural resource nLanagement projects, most of
these projects are facing tough implementation challenges because of the
difficulties inherent in strengthening institutions charged with influenc-

Table L5. Portfolio of Environmental Institution-Building Projects,
by Region, End of Fiscal 1994

Numttber Total conm ititmnrts
Regiort of projects (nmillions of dollars)

Sub-Saharan Africa 5 84
East Asia and the Pacific 4 212
South Asia 1 29
Europe and Central Asia 1 18
Latin America and the Caribbean 4 184
Middle East and North Africa 1 6

Total 16 533

Source: World Bank data.
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ing behavior across several sectors or jurisdictions (as box 1.10 illustrates
for Africa). Only three such projects were found to be largely problem
free by recent supervision missions. Coinpetent executing agencies, an
enabling macroeconomic environment (and thus reliable counterpart
funding), and strong borrower commitment to project goals help to
explain the comparatively smooth implementation of these three pro-
jects to date.

Various projects illustrate the challenges encountered by this segment
of the Bank's environmental portfolio. The National EnvironmnentProject
in Brazil, approved in Pebruary 1990, suffered delays in implemenitation
from the begiuning and, like similar first-generation institution-building
operations in Madagascar, Mauritius, and Poland, required partial re-
structuring after a midtermn review. Two other projects, in Mexico and
Nigeria, each required a full year to become effective (the average for the
active environmental portfolio is slightly over eight months). Projects in
Bolivia, Chile, Madagascar, Mexico, and Nigeria were affected by signifi-
cant political or institutional changes soon after approval by the Bank's
Board.

Because the principal executing agencies of environmental institution-
building projects are often new or relatively weak, a range of problems-
inadequate staffing, intemal conflicts, unclear interagency division of
labor, unfamiliarity with Bank policies and procedures, difficulties with
procurement and with hiring of consultants, shortages of counterpart
funding, and less-than-full borrower ownership of project objectives-
has made the early years of implementation difficult. In some cases these
difficulties have been exacerbated by country macroeconomic problems,
complex project designs, and the need to coordinate multiple donors.
More recent environrmental institution-building operations have sought
to avoid many of these problems by simplifying project design, strength-
ening borrower commitment, and increasing support to borrowers dur-
ing project preparation and implementation.

New Letnding for Environmental Instibttion Building in Fiscal 1994

Three projects, representing loans of $99 milion for improving country
institutional capacity for both the brown and the green agendas, were
approved in fiscal:1994 (see table 1.6).

The primary objective of the Capacity Building for Environmental
Management Technical Assistance Project in the Gambia ($3 mnillion) is
to strengthen the country's National Environment Agency (NEA) and
other relevant entities. These agencies wiLl develop a system for environ-
mental planning and management to ensure the full integration of
environmental concerns into the social and economic development proc-
ess. The program, which includes technical assistance and training of
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Box 1.10. Strengthening Environmental Institutions in Africa:
The Challenges of Implementation

Environmental institution-building projects tend to focus on a few corn-
mon objectives: (a) to strengthen institutional capability for policymaking,
planning and design, implementation, and monitoring and evaluation; (b)
to develop managementcapacity for more sustainable use of the country's
environmental resources; (c) to support environmental research and stud-
ies and develop environmental information systems or networks; and (d)
to provide technical assistance and training. In Ghana, Madagascar, Mau-
ritius, and Nigeria these operations cover a broad spectrum of agencies
and institutions.

Implementation experience with these projects reflects the factors that
typically make environmental institution building difficult. The need for new
Institutions tends to arise alongside the need for new technical skills-
in areas such as environmental information or ecosystem management.
Moreover, experience in Africa suggests that work programs for environ-
mental institutions should be limited to a few essential functions. Other-
wise, inexperienced agencies may take on more than they can manage.

In both Madagascar and Nigeria the key public sector institutions under
the projects were new, with little operational experience and, consequently,
little influence on thecivil service structure. Their mandates were untested,
their staff not well trained, and their role in national development policy
planning not yet clearly established. Partly as a result, both projects have
suffered slow implementation. In contrast, the implementing agency for
the Ghana project was established in 1972 and is a semiautonomous
institution tong familiar with Bank policies and procedures.

The tendency toward complex design and highly ambitious objectives
is conmmon in institution-building projects. These projects usually require
communication and collaboration among multiple donors and imple-
menting agencies. As a result, simplicity of organizational design and
management for project implementation is often difficult to realize. The
Madagascar project, for example, has six components and thirty-two
subcomponents and required the creation of a multidonor secretariat to
coordinate plans among the project's nine cofinancers.

The challenges of design complexity can be compounded by insufficient
government commitment, changes in management, or poor administra-
tion. In Madagascar, for instance, the key implementing agency was
moved from a central point in the government to a sectoral ministry
shortly after project approval, thereby reducing its capacity to mobilize
other public sector institutions. Similarly, in Nigeria the central govern-
ment agency has experienced significant turnover in senior management
since the project was approved, and political instability in the country has
further frustrated effective performance. The Madagascar project has an
advantage, however, in having a more fully articulated NEAP that was
worked out through a broad participatory process and is associated with
a private sector and national NGOs that are making good progress.
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Table 1.6. Free-standing Projects for Environmental Institution
Building, Fiscal 1994
(millions of dollars)

Loan/credit World Batnk Total
Coutnltry Project (L/C) financi?ng project cosi

The Gambia Capacity Building for
Environmenital Manage-
ment Technical Assistance C 3 5

Korea Environmental Technical
Development L 90 156

Morocco Environmental Management L 6 11

Total new lending 99 172

Souirce: World Bank data.

local staff in the NEA and its collaborating agencies, is designed to
provide continuous technical guidance and gradual development of
capacity without the sustained presence of international advisers. The
program will also help the NEA develop ties with the technical and
sectoral ministries involved in national development so that they can
integrate environmental issues into their operations and work together
on issues of overlapping responsibility. The NEA will also be encouraged
to work closely withf NGOs and community organizations.

In recent years the Republic of Korea has developed environmental
policies and created the institutional and legal frameworks needed
to implement them. There is urgent need now for research and devel-
opment to improve the technical understanding of environmental
problems and to develop the technology for solving them. The re-
search institutes are well staffed with highly qualified researchers,
but shortages of up-to-date equipment inhibit the development of
advanced research capability. The Environment Technology Develop-
ment Project ($90 million) will provide equipment and overseas training,
visiting experts, and library materials. The project wil help the Ministry
of Environment take a stronger lead in coordinating and monitoring
enviromnmental planning activities by improving its monitoring capa-
bility and its ability to assess the economic impact of environmental
activities.

The Environmental Management Project in Morocco ($6 million) will
help the govemment establish environmtental institutions and promul-
gate envirom-nental laws. Morocco is experiencing serious degradation
of its natural resources (groundwater, soil, and forests) and loss of flora
and fauna. (Of 100 mamn .l species that have been identified, 40 have
disappeared.) An additionalburden on the country is therapidly increas-
ing urban, agricultural, and industrial pollution. The program will
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develop a combination of command-and-control and market-driven
mechanisms to enable Morocco to meet European standards, with an eye
to a free trade agreement with the European Union (EU). The program
also includes an environmental education and awareness program out-
side the formal education system.

Natioinal Enzvironmnental Strategies

National development policies need to take into account activities that
depend on the natural resource base. In addition, there are often impor-
tant links between the brown and green environmental agendas-for
instance, the po altial impacts of improved rural watershed manage-
ment and conservation ort urban water supply and quality-that require
abroader, cross-sectoral analytical, and policy framework The Bankhas
been actively encouraging its borrowers to developnationalpolicies that
include appropriate environmental strategies and objectives. Where
such strategies and objectives become an integral part of the develop-
ment plannuing and decisionmaking process, policymakers are better
able to take issues of environmental sustainability into account in the
country's overall development agenda.

Since the late 1980s the Bank has been actively assisting borrower
goverunents to prepare national environmental strategies. These strate-
gies are commonly built on envirormental profiles, national conserva-
tion strategies, and sectoral and economic analyses undertaken by the
countries themselves, sometimes with the help of intemational and
bilateral organizations. Since 1990 the Bank has sought to strengthen the
cnvironmental sustainability of development programs. As part of this
strategy, it has formalized its commitment to encourage and support
countries ir their efforts to develop NEAPs or equivalent documents. 1

NATIONAL ENVIRONMENTAL ACnON PLANS. The NEAP has become an
increasingly important tool for developing a country's environmental
strategy. The Bank has supported NEAPs through policy dialogue, sector
work (including Bank-prepared country environmental strategy pa-
pers), technical assistance, and project lending. Even thlough borrowers
are responsible for preparing NEAPs, Bank staff have been involved in
launching the process, monitoring progress, arranging for technical
support, and, in many cases, preparing investment projects identified as
part of the NEAP process. Once a plan is completed, its findings are
factored into country priorities and into the plans of the Bank and other
donors for projects, sector studies, and the policy dialogue.

The NEAP process is a continuing rather than a one-time effort. To
strengthen its effectiveness, the process requires public participation in
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the formulation and impilementation of the plan. Completed plans
are updated periodically as new information emerges and priorities
change.

Most active IDA borrowers (not counting new members) completed
their plans during fiscal 1993 and fiscal 1994. During fiscal 1994 about
twenty-five additional NEAPs or equivalent documents were completed

.by active IDA-eligible countries (twenty-two had been completed pre-
viously). New IDA members (for example, the Kyrgyz Republic) are
initiating NEAP processes with Bank encouragement. 13RD borrowers
continue to prepare and complete NEAPs, which will provide the foun-
dation for future IDA and IBRD lending. This year also saw the initiation
of more issue-specific plans (for example, on desertification, climate
change, and biodiversity), which are being integrated into the overall
NEAPs. It is anticipated that, as agreed by IDA donors, over the next two
years countries will prepare national sustainable development strate-
gies, of which the NEAI's and sector-specific plans will form a part.

REvIEw o COUNTRYSTRATEEs.I The World Bank is currently conducting
a study, to be completed in fiscal 1995, on country environmental strate-
gies, including NEAPs. The study identifies lessons from the preparation
of country strategies and suggests methods that can be used to formulate
more effective strategies in the future. It will offer practical suggestions
to governments and agencies charged with the development of environ-
mental policies and investment strategies at the national level. Case
studies from both developing and industrial countries will be used to
identify best practice and workable solutions that set priorities,
strengthen institutional capacity, and improve the integration of envi-
ronmental concerns into national economic decisiominaking.

Experience with the preparation of country environmental strategies
has varied considerably from country to country. Such plans need to be
country driven and participatory, involving the government and as
many affected segments of society as possible. It is also true that national
plans are more feasible to implement where priorities are clear. Achiev-
ing both objectives simultaneously has sometimes proved difficult
Other important factors contributing to the success of national strategies
include identifying major underlying causes and problems, prioritizing
them and finding ways to solve them, and improving institutional
performance. Experience also suggests that planning and economic
ministries should be closely involved and shows that there have been
weaknesses in priority setting, policy and instrument selection, and
institutional analysis.

Part of the country environmental strategy review concerns how well
NEAPs address urban environmental issues. While almost all NEAPs deal
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with urban environmental issues to some extent, the treatment is fre-
quently partial and ad hoc. One reason may be that most NEAPs have
been prepared for IDA countries, where urban pollution problems are
generally of lower priority than natural resource managerient issues.
The most commonly identified urban environmental problems are in-
adequate solid waste management, water supply, and sanitation. A
number of NEAPs have identified water pollution and air pollution from
cars and buses, settlements in hazard-prone areas, and loss of cultural
assets. Industrial pollution and disposal of hazardous waste were also
mentioned in several cases.

Ageneral criticism of NEAPS and equivalent documents is that they rarely
address the links between econornic policies and the environment. This
crucial step in making environmental concerns an integral part of coun-
trywide economic policymaking is discussed more fully in chapter 3.

Iitegratitng the Envirotnmitenit inito Batik Country Econonztic Work

COUNTRY ECONOMICSTUDiES. The trend toward including environmental
issues in Bank CEM and other country economic studies continueb. CEM
are analyses of overall country economic conditions on the basis of which
strategies for improvement can be derived. The environment is increas-
ingly seen to play a critical role in economic performance and is featured
in CEM. Bank country assistance strategies (CASs) are also devoting
greater attention to environmental concerns, and this tendency is ex-
pected to intensify in the future as more borrowers complete their
environmental action plans. CEM with a major environmental focus that
were completed in fiscal 1994 include the following:

Eritrea. The first CEM for Eritrea was prepared in connection with that
country's imminent entry into the World Bank's membership.-It high-
lights environmental rehabilitation and protection as an important issue,
reflecting the government's concern that environmental issues be incor-
porated. The CEM includes a comprehensive analysis of land degradation
and water resource management and highlights the broad actions needed
to guide future growth in environmentally sustainable directions.

India. The CEML observes that over a relatively short time the govem-
ment of India has developed the legal framework, institutions, and
programs for dealing with envirornmental issues. However, the analysis
reveals that in order to consolidate the progress achieved tius far, the
amount of resources dedicated to the environment should be increased.
Given tight budgets, it is even more inportant to establish clear priori-
ties, develop more efficient and effective strategies, and encourage better
implementation by the institutions responsible. The NEAP that was
adopted this year is a vital first step toward these goals.
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Indonesia. The CEM for Indonesia, completed this year, drew on the
Bank's environment report for that country, which focused specifically
on the links between environmental issues and economic development
(see box 1.11).

Maldives. An Updating Economic Memorandum identifies the envi-
ronment as one of the priority areas of concern; The memorandum

Box 1.11. Linking the Environment and Development
in Indonesia

A recent Bank report on environment and development challenges in
Indonesia reviewed natural resource management and pollution control
issues in eight sectors and subsectors, taking into account political, social,
economic, and environmental issues and trends. The main conclusions of
the report are that growth and developmeent over the medium term will
depend increasingly on IndDnesia's key natural resources and ecosystems
and that urban and industrial pollution threaten prospects both for future
growth and for improvements in health and human welfare. Meeting these
challenges will require making envirommental issues and concerns central
to the development process. The report has already been used as an input
for preparation of Indonesia's Second 25-Year and Sixth 5-Year Develop-
ment Plans.

The report observes that because financial and administrative resources
in Indonesia-as in developing countries generally-are limited, the gov-
ernment will not be able to address every environmental issue with the
same degree of urgency. It therefore stresses that the establishment of
priorities should be based on a careful assessment of the costs and benefits
involved. On the basis of "order of magnitude" estimates of such benefits
and costs, the report identifies several areas that merit special attention:
water supply and sanitation, solid waste management, and vehicle emis-
sions in the country's main urban centers; industrial pollution control,
especially on Java; and the management of forest concessions in the outer
islands. Other important issues include the protection of regional and local
watersheds and coastal and marine ecosystems and the sustainable man-
agement of nature forests, areas that are significant from both a national
and global-particularly for biodiversity conservation-standpoint.

The report also highlights the challenges of implementation. While
concluding that institutional shortcomings are a serious impediment to
sound environmental management, it recognizes that centralized govern-
ment planning is increasingly ill suited for dealing with many environ-
mental problems, and it emphasizes the need to enhance participation in
the definition of environmental priorities and to adopt "creative interim
solutions" to overcome existing institutional constraints.
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concludes that the future prospects of two important sectors of the
economy, fisheries and tourism, are dependenit on improved environ-
mental management and the protection of coral habitats.

Oilier counrttries. CEMs with an environmental emphasis were also con-
eluded this year for Kazakhstan, the Kyrgyz Republic, Papua New
Guinea, and Tajikistan.

Nation al Legal and Itstituttionat Assistance

One of the most important instruments for translating environmental
policies into action is the Intv-not only as a means of command and
control but also as a framework for economic planning and market
mechanisms. 2 Yet the legal process, which ought to facilitate progress
toward sustainable patterns of development, is often ill adapted to the
scale and pace of economic and social change-and the degree of public
participation and transparency of decisiommaking-required for this
purpose. To overcome the obstacles created by inadequate or outdated
laws and to make fuLl use of the opportunities available through inno-
vativc legal techniques, legal reform can be essential, and the Bank is
assisting several of its borrowers with this task.

Environmental law covers a wide spectrum ranging from broad cross-
sectoral elements (such as those associated with evaluation of environ-
mental risk) to distinct sectoral rules and standards for pollutant
emnissions, product quality, resource use quotas, and so on. While inter-
disciplinary legal principles for environmental management are usually
to be preferred over sector-specific regulations, laws become effective
only to the extent that they succeed in changing administrative and
technical behavior on the ground. It thus maybe necessary, for example,
to coordinate the application of environmental provisions.with that of
legal regimes dealing with property rights, land tenure, taxation, local
govemment, and customary institutions and practices. Furthermore,
there is an increasing emphasis on the use of economic incentives and
disincentives (such as effluent charges) and other market-oriented
mechanisms (such as 'ecolabels") to bring about environmental change.
All these measures need a legal basis to become fully operational.

Even though innovative legal techniques-such as environmental
impact assessments (ElAs), first developed in the United States in the late
1960s-tend to spread rapidly around the globe, there is no universal
"model law" suitable for all locations. For instance, when the GEc needed
local legal institutions to ensure the long-term continuity of projects for
protected areas, these bodies had to be set up through a national fiduci-
ary fumd in one jurisdiction, a civil law foundation in another, and an
offshore ch-aritable trust in yet anofter country. Thie technical assistance
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in environrmental law provided by the World Bank therefore does not
promote one-way North-South transfers of legal concepts but makes use
of local expertise, including the South-Souti exchange of lessons learned
in adaptation to change.

Legal technical assistance can contribute to gradually harmonizing
environmental standards between countries and can facilitate efforts for
implementing existing intemational standards. For example, the GEF-
financed Wider Caribbean Initiative for Ship-Generated Waste is assist-
ing fourteen Caribbean countries in bringing their waste management
laws up to the requirements of the International Convention for the
Prevention of Pollution from Ships. It has long been recognized that the
effective operation of international environmental agreements is cru-
cially dependent on an appropriate legal and institutional framework at
the national level.

Over the past twenty years the World Bank has provided assistance to
more than sixty countries in the field of environment-related law and
regulations, usually in one of three ways:

In the context of specific loan or credit agreements, where the
enactment, revision, or implementation of environmental laws in
the borrowing country is considered an essential project compo-
nent. These actions are sometimes mandated by Bank environ-
ment-related operational policies and are often sanctioned by
explicit provisions and covenants in the project documents-for
example, regarding the legal status of protected forest areas in
Uganda, in connection with an IDA development credit agreement
for forestry rehabilitation.
In free-standing projects designed primarily to strengthen national
and local institutions for environmental management and pollu-
tion control. For example, the current Envirornmental Institutional
Development Project in Chile includes legal technical assistance for
the preparation of a new environmental law (formally promul-
gated this year), the establishment of an information system for
environmental laws and regulations, and the provision of training
in environmental law.
As part of the preparation and implementation of national environ-
mental plans and strategies, which frequently involve taking an
inventory of existing environmental legislation to identify gaps
and shortcomings with an eye to improvement and reform. The
environmental action plan for Mauritius called for such an inven-
tory, which in turn provided the basis for a project financed jointly
by the UNDP and the World Bank to develop the legal and institu-
tional framework for environmental and natural resource manage-
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ment. The environment strategy paper for Romania includeid spe-
cific proposals for draft 1 ',lattion, which were subsequently taken
into account by the government in new laws and regulations,

The following are recent examples of environment-related laws and
regulations promulgated with Bank assistance.

CWItL 's Basic Environmental Law (Ley de Bases del Medio Amblente),
approved in March 1994, provides measures for environmental protec-
tion, including environmental education and environmental impact as-
sessment, and a chapter on public participation. Other interesting
features include a mandatory environmentalmanagementplan fornatu-
ral resources and special provisions on the right of inspection. An Envi-
ronmental Protection Fund was created to finance the protection of the
environment.

in Gabota, Law No. 16/93 (August 1993) on the Protection and En-
hancement of the Environment provides a general framework airned at
preserving nature and using natural resources sustainably, controlling
pollution, improving living conditions, and harmonizing development
and environmental protection. The }smistry in charge of the enviror-
ment is to promote and implement a policy of rational management and
exploitation, supported by planning, training, and instituttional meas-
ures for classifying and %oning polluting industries, listing toxic chemni-
cals, conducting EiAs, and granting permits and licenses.

Thie Gnibia's National Environmental Management Act, enacted in
April 1994, is the product of a broadly participatory effort under the
country's Environmental Action Plan. The act creates a general institu-
tional framework for subsequcnt, more specific, environmental laws and
regulations. It provides for a National Environmental Agency under the
political leadership of a National Environmental Management Council
made up of the president (as chair) and key ministers. The agency
receives technical support from advisory committees, planners, and an
environmental inspector. Offenses are to be referred to courts, which can
order forfeiture of goods, cancellation of permits, and performance of
community service as penalties.

In June 1993 Hondaras enacted a comprehensive General Environ-
mental L aw (Ley General del Ambiente) that provides the country's legal
and instiiutional framework. The main features of the new law are (a)
the creation of the offices of Environmental Secretariat and attorney
general of the environment; (b) the requirement of ElAs for public or
private-sponsored projects; (c) the requirement, to preserve historical,
cultural, and artistic values; (d) the identification of enviromnental vio-
lations; and (e) a requirement for public participation. The law also
contains provisions for the protection of specific environmental re-
sources such as air, water, and flora and fauna.
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In the Lao PDR, Decree No. 169/PM (November 1993) on the manage-
ment and use of forests and forestland provides an interim legal frame-
work for institutional reform in the forestry sector and establishes a
centrally unified structure and national jurisdiction over a resource that
formerly was a provincial responsibility. The law emphasizes sustain-
-able management and use, with incentives for reforestation, Implement-
ing decrees still need to spell out participatory mechagnisms for
protecting traditional access rights and the procedures for registering
operations, maximizing forestry revenues, and controlling illegal timber
trade.

In June 1993 Moldova enacted its first comprehensive law on the
environment. The Law on Environrmental Protection identifies the
rights and responsibilities of government agencies, businesses, and
citizens toward the environment and natural resources. Some of its
features are the establishment of an ecological fund, definition of
methods for conducting environmental assessments, legal coverage
of all surface and ground waters (including aquatic ecosystem man-
agement), and express reference to certain international environ-
mental obligations.

A significant factor in the World Bank's program in environmental
law--and one way of ensuring the sustainability of new legislation-is
professional training. In addition to providing the legal training called
for in specific projects, Bank staff have contributed to several specialized
training programs in environmental managemernt for lawyers and civil
servants from developing countries. These include courses and seminars
organized by the UNEP, the United Nations Institute for Training and
Research (UNITAR), the International Development Law Institute, the
International Law Institute, and the Hague Academy of International
Law.

Measurinig Entvirotnmental lProgress

Environmental data and indicators of sustainability are needed to make
sound policy and operational decisions about environmental and natu-
ral resource management. Yet even in industrial countries data are often
incomplete or site-specific, making accurate application to the country
as a whole difficult. To overcome such deficiencies, several Bank efforts
are under way in close collaborationl with national governments, other
international agencies, academia, and NGOs.

INDICATORS OF ENVIRONMENTALLY SUSTAINABLE DEVELOPMENT. The
Bank is adapting the OECD core set of environmental performance
indicators for its own use. An initial proposal, "Towards Environmen-
tally Sustainable Development," was presented to the General Assem-
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bly of the World Conservation Union (IUCN) in January 1994 and was
circulated extensively in the International community. An amended
version of the framework is currently being finalized on the basis of
comments received. Like the OIACD, the Bank is using its framework
both to compile best-available indicators in the short term and to build
consensus about priorities for further work. The Bank's framework is
designed with rapid assessments in mind. It is considered a comple-
ment to ongoing efforts by the Bank and others to promote environ-
mental satellite accounts in conformity with the new United Nations
System of National Accounts and more rigorous approaches to valu-
ation.

RAPID ASSESSMENTS. For many environmental issues, rapid assessment
techriques and short-cut methods have been used to compile an initial
set of indicators at the national level. It is expected that rough baseline
figures can be compiled for most Bank borrowers during the next fiscal
year. Although the results will be too crude for many purposes, they
should flag key problem areas, including major deficiencies in basic data
collection. New indicators are in preparation for natural capital (with
commercial and noncommercial aspects treated separately), deforesta-
tion, air and water quality, "green" per capita income, and an adjustment
to measures of saving that 'icludes environmental loss or gain. Where
possible the Bank is relying on recent work by others, such as the index
of natural disasters compUed by the United Nations Disaster Relief
Organization (UNDRO).

ECOSYSEM-BASED INDICATORS. Frameworks and rapid assessments are
use,ul for identifying problems, but policy formulation and implemen-
tation normally require an additional "bottom-up" approach to data and
indicators. These indicators depend on monitoring each ecosystem,
which may be subnational or may cross national boundaries. For exam-
ple, Bank work on land quality indicators will first develop indicators
relevant for moist-tropical savannahs, intensively irrigated areas, and
overgrazed pastoral zones. For successful project design and implemen-
tation, such subnational and regional efforts must be linked to national
indicators. The Bank is exploring ways in which technical targets and
policy-oriented goals can provide the links, building on techniques
pioneered by the Netherlands Ministry for Public Health, Spatial Plan-
ning, and the Environment

COLLABORAnON AND CAPACITY BUILDING. Initiatives are under way
throughout the international community to help developing economies
improve environmental data and indicators. The Bank assigns high
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priority to ensurlng that its work on bidicators supports that of others,
including mtultilateral, bilateral, and research institutions, in order to
assist Bank borrowers in planning a balanced approach to environmental
monitoring and evaluation.

DISSEMINATION. There are risks in early publication of tentative indica-
tors that may prove maccurate. However, dissemination of preliminary
findings is required because feedback is necessary for improving indica-
tors quickly. The Bank is therefore preparing to publish a set of "opti-
mally inaccurate indicators" in fiscal 1995 to show that available
information can shed light on some key policy issues. Besides being
produced in the usual Bank paper and PC diskette versions, this set of
indicators is expected to be made available over Internet, with proce-
dures for reader response. Electronic versions will include extensive
documentation and the detailed data underlying the indicators.

Economic Valutation antd Resoturce Accounting

As the Bank works to put into operation the concept of sustainable
development, policymakers are increasingly asking for help in placing
monetary values on environmental impacts. Valuation is a systematic
means of incorporating environmental externalities into development
decisionmaking. The Bank has three priorities in its economic valuation
work- (a) to apply the technique more widely at the project, sectoral, and
national levels; (b) to further refine the methodology; and (e) to incorpo-
rate a broader range of biological, ecological, and sociological expertise
into its methods and results.

The "state of the art" of valuation methodology is still somewhat
primitive. Nevertheless, much can be done, and valuation techniques are
increasingly being used as part of project development. These efforts are
stupported by a training program on valuation methodology for Bank
staff and by the production and dissemination of case studies as envi-
ronmental economics is applied to more and more lending operations.
Valuation was also a major theme of the first Environmentally Sustain-
able Development Conference, held in Washington, D.C., in September
1993.

During the past year applied work in this area has ranged from three
economnic studies of environmental issues in Chile to work in Eastern
Europe on estimating the benefits of reducing sulfur emissions in heavily
forested areas. In Chile two studies applied the principles of environ-
mental economics to evaluating the costs of urban pollution in Santiago
and examined the benefits and costs of reducing transport-related air
pollution (largely suspended particulates) and water pollution (from
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domestic sewage). I'he sources of pollution were then linked with likely
health effects, such as sickness and premature death. The costs of reduc-
ing the sources of pollution were compared with the physical and
monetary benefits of health. The resulting calculations can be evaluated
in proposed policy changes and urban infrastructure investments. Plans
are being made to use innovative approaches in certain cases-for exam-
ple, using contingent valuation studies to estimate demand for improved
water and sanitation services or the travel cost approach to estirmiate
consumer surplus from saffari tourism in East Africa. The measurement
and economic valuation of the health impacts of pollution control invest-
ments are. also receiving increased attention. In the past year work in
these areas was carried out in Chile, Indonesia, and Mexico.

Notes

1. See OD 4.02, Eniviron tnteietat Actioni Plats, to be reissued as o0'a/r,cP 4.02.
2. Seechapter 8.B, "Providing an EfficientLegal and Regulatory Framework,"

in Agentda 21, Report of tlie United Nationis Conferentce on1 Eniviro,i;netit anrd Develop-
aweult, A/CONF.151 /26/Rev. 1, Vol. 1, p. 100 (1992).



2. Miimnizing Adverse Impacts
of Bank-Financed Investments

OLAv KJOftVIN

Environmental assessments (EAS) are increasingly being used to enhance project
design, and new approaches continue to be developed. For example, an rhA.of
the miuning sector in Bolivia was undertaken to help design a Bank-supported
project that will reverse serious environmental damage and strengthen environ-
mental management at mines such as this.one.
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The World Bank funds between 230 and 250 development projects in
some 85 countries every year. In earlier years, the role of development
projects. was largely thought of as removing strategic bottlenecks in the
economy, such as the lack of basic infrastructure, and creating the under-
pinnings for econoniic growth. As the negative environmental and social
irnpacts asso.ciated with some of these projects became better known,
however, ways to identify and minimize these negative effects were
sought. EA is one of the most effective of these measures and has been a
formal requirement for Bank-funded projects since 1989, as defined in
Operational Directive (OD) 4.00, Annex A, Envirotntmiental Assessmevt.3

Under this policy, full environmental assessment and detailed mitiga-
tion plans are required for all investnent projects proposed for Bank
financing that are expected to have.significant adverse environmental
effects (category A projects). Less-extensive environmental analysis, in-
cluding definition of appropriate mitigation measures where necessary,
is required for projects having less-severe impacts (category B projects).
As a result of its experience with project-specific EA, the. Bank is increas-
ingly encouraging its borrowers to undertake environmental assessment
or analysis earlier in project preparation, not only to avoid negative
impacts but also to enhance the environmental and social quality of
investment projects and programs. For this chapter, the Bank has re-
viewed the effectiveness of its EA procedures, and the findings are
summarized in the first part.

In addition to possibly causing environmental damage, projects can
also have direct adverse social effects. Of particular importance are those
development projects that must be located in populated areas. Although
most projects are specifically designed to improve people's everyday
lives-by providing them with electricity, clean water, or adequate roads,
for example-the corsequent relocation of some people may lead to a
worsening of their condition. The Bank's resettlement policy, effective
since 1982, seeks not only to minimize the suffering of these people by
ensuring that their new surroundings provide them with at.least the
same opportunities they had before relocatingbut also to use the process
as a means of improving their lot. However, despite these objectives,
implementing the Bank's policy has often proved extremely difficult.
This year the Bank undertook a special review of its resettlement per-
formance, and the conclusions will be discussed in the second part of this
chapter.

Overview of the Portfolio

The recent EA review, covering fiscal 1993-94, confirms that borrower EA
experience in Bank-financed projects is rapidly deepening and broaden-
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ing. One indication of this is the increasing number of projects requiring
full EA (that is, category A projects) over the last few years. Category A
projects grewm from 7 percent of the total approved by the Board in fiscal.
1991-92 to 9 percent in 1993-94. More significantly, they accounted for
nearly 25 percent of all new Bank/IDA commitments in nonadjustment
lending in fiscal 1994, compared with less than 19 percent in fiscal
1992-93 and 11 percent in 1991. This increase indicates the growing
acceptance-both in the Bank and among borrowers-of the usefulness
of EAs in a wide range of sectors, as there is no indication that projects
with potentially significant environmental impacts are becoming more
common.

Category A projects were present in six sectors in fiscal 1994, as
compared with four sectors in 1991 (see table 2.1). The sectors with the
largest numbers of such projects, however, continue to be energy and
power, agriculture, and transport. In geographic terms, the largest num-
ber of. category A projects continues to be in East Asia-particularly
China, on account of the significant number of major infrastructure and

* energy projects-followed by Latin America and the Caribbean.
Another noteworthy trend is the increasing variety of EA approaches

to meet different project crcumstances. Sectoral EA, in particular,. is
increasingly being used to launch a "programmatic" EA process in cases
where sector investment projects and loans through financial intermedi-
aries involve numerous subprojects. In some instances sectoral EA is also
used as a planning tool to assess sectoral environmental management

Table 2.1. Distribution of Category A Projects by Sector,
Fiscal 1991-94

Nit ttber of projects
Sector 1991 7992 1993 1994

Energy and power 6 14 10 9
Agriculture 2 1 3 7
Transport 2 2 3 5
Urban 0 - 0 0 3
Mining 0 0 0 1
Solid waste management 0 0 0 1
Industry 2 1 0 0
Water 0 2 2 0
Tourism 0 0 1 0

Total projects 12 20 19 26
Commitments (millions of dollars) 2,206 3,438 3,683 4,796
Percentage of Bank and IDA totala 11.1 18.8 18.3 24.7

a. Excluding adjustment loans.
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capacity in the early stages of project preparation without a formal link
to subproject EA work. Experience with regional EA is also growing. In
fiscal 1994 the first project with a full regional EA-the Natural Resources
Management Project in Paraguay-was submitted to the Board. A re-
gional EA and an associated Regional Action Program to address induced
impacts were also presented for the proposed Arun Hydroelectric
Project in Nepal,-which is under consideration by the Bank.

More conventional project-specific EAs have also improved. Quality has
been enhanced considerably in such key areas as impact identification
and analysis, public consultation, and mitigation, monitoring, and man-
agement planning. In addition, and perhaps even more important, the
Bank has seen a diversification of EA into new types of lending operations
such as privatization, technical assistance, and on-lending. In several of
these cases the Bank has promoted new and innovative approaches.

The Bank may be generating even greater cumulative EA experience
through the preparation of category B projects. Between 80 and 100
category B projects have been approved over each of the last four fiscal
-2ars, covering virtually all sectors and lending instruments in all of the
Bank's operational regions. All of these projects were subject to some
degree of environmental analysis involving a range of methods and
approaches, some of which were similar in scale and scope to full EAs.
The variety of approaches to environmental analysis of category B
projects reflects the diversity of project designs as well as the differing
degrees of environmental concern associated with these operations.
Bank regional environrmental staff help ensure that the appropriate level
and type of analysis are applied.

EAs in Project Preparation

Bank experience with EA is showing that, in general, borrowers have
made significant progress over the last two years in making EA a more
effective tool in project planning. This is particularly true with respect to
the preventive dimension of EA-that is, assessing a project's adverse
environmental impacts. However, significant progress has also been
made in using EAs to improve project and broader investment program
design so as to increase their contribution to environmental quality.

Avoiding antd Minitnizittg Negative Impacts

Using EAs in the planning of development projects and programs helps
to avoid or minimize undesirable impacts by (a) identifying potential
adverse impacts and assessing their significance; (b) recommending
modifications in project design to avoid or minimize these impacts; and
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(c) designing mitigation, management, and monitoring plans to reduce
or manage adverse impacts or compensate for those that are unavoid-
able. A review of Bank EA experience has found that most EAs for
category A projects have successfully identified and assessed impacts
and that mitigation, management, and monitoring plans are now gener-
ally of higher quality than they were just two or three years ago. Two
examples of high-quality work are described below.

Vie Safir-Hadraout Road Project in Yemne. The most important envi-
ronmental issue was the project's potential impact on possible archae-
ological and prehistoric remains located along the planned road
alignment. The EA identified eighty-five sites through an extensive sur-
vey of the affected area, and the EA consultants were able to prioritize
the sites according to their aesthetic, historic, scientific, and social value.
The government was then advised on appropriate measures to protect
the most important sites as the road was built. The mitigation plan also
thoroughly addressed environmental impacts-including indirect
impacts such as land clearing-and potential social effects. A $2-mil-
lion component has been designed to implement the environmental
management plan. This plan includes provision of services and en-
hancement of the environment for affected tribal nomadic and semi-
nomadic comrmunities.

Thle Caluib Energy Development Project in Ethiopia. The EA for this project
is of high quality, and the impact assessment and mitigation, monitoring,
and management plans more than meet the requirements of the Bank's
BA Operational Directive. The mitigation plan, for example, includes a
comprehensive environmental monitoring system for the project impact
zone. This system has both natural resources and socioeconomic com-
ponents. The first component will monitor changes in the local biophysi-
cal environment, including vegetation (range condition), water quality
and availability, livestock movements and numbers, and roadside ero-
sion. The second component will monitor changes in the human envi-
rorunent, including population density and distribution, availability of
grains and other goods in local markets, the terms of trade for livestock
and grain, health and education, and local attitudes toward the project.
Given the fragility of the environment, the EA strongly recommended
that monitoring be carded out cont.inuously thrughout the life of the
project, not just at fixed intervals.

The main reasons for improved EA quality on the preventive side over
the past several years are that local capacity has continued to improve
as expenence and training have grown and that Bank envirorumental
staff are devoting greater effort to EA review and support, particularly
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with respect to mitigation, monitoring, and management plans. Analysis
of indirect, induced, and cumulative environmental impacts remains a
challenge not only in the assessment of Bank-financed projects but more
generally. The above-mentioned EA for the Safir-Hadramout Road Pro-
ject (Yemen) is an example of pioneering work in this respect, and there
is reason to expect further progress in the future as EA techniques evolve
and EA capacity continues to improve in developing countries.

To date few EAs submitted to the Bank have irncluded an economic
analysis of environmental costs and benefits. However, the Yacyreta II
Hydroelectric Project in Argentina (fiscal 1993) and the Mirias Gerais
Water Quality and Pollution Control Project in Brazil (also fiscal 1993)
are exceptions. The Brazil project is also one of the few cases where EA
results were incorporated into the Bank's financial cost-benefit analysis
at appraisal.

Some EAs propose the elimination or downsizing of certain project
components to avoid negative impacts. In fact, proposed project compo-
nents that might ihave significant adverse environmental consequences
are often eliminated or significantly reduced in scale at the time of
envirorunental sreening, allowing for a reclassification of the project
(typically to category B). The need for the Bank to remain vigilant persists,
however, as some borrowers may seek funding for these components
from other sources and proceed without adequate EA. Encouraging the
use of sectoral and regional EAs as upstream planning tools and linking
them with the Bank's economic and sector work can help reduce this risk.

Etnhanmcing Project Design

Bank experience is growing in the use of EAs to improve the design of
investment projects and programs from the start. The main ways EA can
actively influence a project are by (a) being part of the project identifica-
tion and designprocess and thus contributing directly to other feasibility
and technical studies; (b) being used to analyze and recomunend alterna-
tives (for example, in design, technology, or siting) even if EA is not a
central part of project preparation; and (c) recommending additional
measures or components to enlhance the project's environmental dimen-
sions. Along these lines, box 2.1 describes how EA in urban projects has
changed since introduction of the Bank's first EA Operational Directive
in 1989.

EA AS PART OF PROJECr DESIGN PROCESS. Most EAS are still not an integral
part of the project identification process but are relatively independent
assessments that feed into the final stages of project design. Some sectoral
EAs, however, have been intimately linked to project identification and
early preparation, as in the following examples:
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Estonia District Heating Rehabilitation Project. The project supports the
improvement of district heating systems in Estonia's three largest cit-
ies-Tallin, Tartu, and Parnu-and in smaller towns and villages
throughout the country that use indigenous fuels, peat, and wood. A
seminar on Bank and Estonian EA procedures was held in the early stage
of project identification, and a series of site visits was made by Ministry
of Enviroinment and Bank staff to review potential environmental in-
pacts. Asectoral EA was prepared by a joint international and local team
during the design phase of the project to evaluate the potential short-,
medium-, and long-term environmental impacts of harvesting, process-
ing, and using peat and wood as fuels. The sectoral EA also analyzed
possible alternative programs for the sector as a whole, including the
following: (a) continuing to rely on heavy fuel oil; (b) introducing more
modem boilers and heat distribution networks using imported fuel and
modem air pollution control equipment; and (c) relying solely on peat
or wood fuel. Environmental reviews were likewise undertaken for a
number of subprojects. Considering economic, social, and environ-
mental factors, the proposed program was selected as the best option for
thc sector subject to adoption of a well-defined mitigation plan that
includes measures to protect biodiversity The EA process helped shape
the prolect through both a series of policy recornmendations for the
sector and concrete measures for subprojects. Regular reviews, for
example, willbeheld to assess user fees forpublic and private harvesting
of peat and wood, including management and site rehabilitation
costs. Peat harvesting is to be conducted at currently drained sites,
and woodfuel harvesting should occur in the context of forest manage-
ment plans.

Mexico Second Solid Waste P ' -- tagerent Project. This project is designed
to improve environmental quality on a broad scale in Mexico by financ-
ing a modern system of munidpal solid waste management throughout
the country. The Bank suggested to the Mexican govermnent that a
sectoral EA coupled with project-specific EAs for individual landfills
would be an appropriate and cost-effective approach. This plan would
provide a full overview of the regulatory and institutional framework of
the sector, as well as impact assessments atparticularsites. The approach
was adopted and has so far proven successful. The sectoral EA also
covered the Northern Border Environment Project, which includes a
solid waste management component. To a large degree, project design
grew out of the sectoral EA that was fully integrated into project identi-
fication and preparation. The EA identified specific gaps and overlaps in
the regulatory and institutional frameworks. It further clarified sectoral
needs in terms of environmental norms and regulations and institutional
strengthening. The sectoral EA was aided by integrated solid waste
management plans akeady developed for seven cities and is currently
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Box 2.1. Environmental Assessment in Urban Projects

Urban envirnrnental issujes are a growing concern for tlhe Bank and its
borrower clients. Rapid urbanization coupled with increasing industriali-
zation and energy consumption put high pressure on u:oan ecosystems,
In time these pressures can result in deteriorating environments, health
hazards, and losses in productivity. Already five out of the six cities with
the world's worst air pollution are in developing countries. Bangkok, to
cite a specific case, loses one-third of its potential gross city product
because of congestion-induced travel delays.

Fortunately, an increasing number of examples show that deteriorating.
environments are not inevitable results of urban development and that
sensible management can harness economic development for the im-
provement of urban environment. Examples include the successful expe-
riences with land-use management in Singapore and public transport
development in Curitiba.

Stringent EA requirements enforced by tie Bank since 1989 have allowed
both borrowers and Bank staff to better identify potential environmental
impacts early in the project cycle. Before 1989,60 percent of Ba nk-financed
urban water supply projects made no mention of how the increased water
supply would be drained from the city. Siinilarl} half the solid waste
projects were limited to upgrading collection without regard to final
disposal, while environmental considerations in urban transport projects
were limited and vague. Now water supply projects routinely consider
related sanitation and water pollution problems and look for innovative
ways to address them. Forinstance, the BrazilWater Quality and Pollution
Control Pmject (fiscal 1992) was one of the first to propose a watershed
approach in an urban water project. With a watershed approach upstream
and downstream, environmental impacts are fully integrated into project
design and mnanagement.

feeding the experience in Mexico into plans being developed for other
municipalities.

ANALYSIS OF ALTERNATIVES. The Bank's EA Operational Directive 4.01,
Annex B, requires that EAS undertake "systematic comparison of the
proposed investment design, site, technology, and operational alterna-
tives in terms of their potential environmental impacts" (p. 1). To date,
Bank experience in this area has been mixed. Too many EAs still contain
only short sections on alternatives and do not demonstrate a serious
attemrtpt to analyze them from an environmental standpoint. A growing
number of EAs do, however, look at technical and operating alternatives
within a given basic design-for instance; heights of a dam, pollution
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Careful consideraLionof landfill siting and disposal technologiesare also
common today, as illustrated by the Organization of Eastern Caribbean
States Waste Management Project (fiscal 1995) and the Colombo Environ-
mental Improvement Project (fiscal 1995). Similarly, pollution prevention
and control are mcreasingly factored into energy, industrial, and transport
projects, as demonstrated in the Liaoning Environmental P'roject (fiscal
1994).

Building on these improvements, an ongoing review of IAs in urban-re-
lated projects suggests further areas of concem:

* The scope of urban 1AS should be broadened. Current EA efforts-
particularly in sectoral projects affecting urban areas-tend to con-
centrate on direct pollution impacts while limiting cons,' eration of
other urban environmental issues such as land use, resource con-
sumption, impacts on fragile ecosystems, and so-called induced
impacts.

* Country and technical departments could benefit from more devel-
oped guidelines and increased dissemination of best practices. Pro-
ject reviews and interviews conducted with task managers suggest
that there are wide differences in the scope and depth of EAs among
regions and projects.

* Training and guidelines for borrowers and consultants could help
develop institutional capacity among borrowers and disseminate
the best approaches and practices among consulting firms involved in
EAs.

o Finally, because of the recent introduction of detailed EA require-
ments into Bank projects, a follow-up of the environmental action
plans proposed in the EAS is needed to assess whether their recom-
mendations are being fully taken into account in project implemen-
tation and operation.

control technologies, or timing of discharges. Some EAs now also exam-
ine alternative locations or designs. Highlights from fiscal 1994 include
the following projects:

Indonesia Seinarang-Surakarta Urbant Devtelopment Project. This project,
which is one of a series of urban developmernt projects in Indonlesia,
encompasses a broad spectrum of activities. Four EA reports were pre-
pared on the drainage and solid waste components, which were identi-
fied as those having the highest potential for significant environmental
impacts. Alternative sites were considered for some of the wastewater
treatment plants, and siting changes were subsequently approved. The
solid waste disposal strategy for Semarang was also altered as a result
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of the EA- process. Factors that contributed to these successful results
include (a) the extended preparation period, which provided time for
issues to be identified and addressed; (b) the analytical effort, which was
highly focused on issues of substance; (c) the conthiuity of the environ-
mental consultants within the government's project preparation team
over the preparation period and their integration into the design team,
which allowed for productive interaction with the design engineers; (d)
similar continuity on the Bank's side, which ensured that its position was
consistent over tinme; and (e) the active role taken by the- Bank in the
identification and resolution of issues.

Croatia Highiway Project. The EA considered six alternative road align-
ments on the basis of their impact on agricultural land, forests, water-
courses, and settlements, as well as the pollution impacts on air, water,
and soil and from noise. A system was developed to rank the variants,
and the findings were presented at public meetings. The final choice was
modified by the addition of two tunnels to further reduce the impact on
the landscape.

Brazil Sao Paulo Integrated Urban atnisport Project. The EA process for
this category B project resulted in the redesign of a maintenance area at
the end of the metro line-significantly reducing the number of families
needing relocation from 200 to 27. The redesign was a result of an
analysis of alternatives and of consultation with the affected people. Sites
affected by project impacts in the Vila Sonia neighborhood were reduced
to seventy-nine (40 percent of the original number), only half of which
are residential.

Using EA to weigh the environmental merits of various alternatives to
guide project design is difficult in practice because of many reasons; the
following illustrate the complexity of the process:

Timing may be a serious constraint as the Bank's project prepara-
tion process- may not be synchronized with the borrower's plan-
nig process; the principal design decisions, for instance, may
already have been taken before the Bank became involved. The
only major alternative remaining for the Bank maybe not to finance
the project. It is partly because of this problem that sectoral and
regional EAs are increasingly being used to address environrnental
concerns closer to the beginning of the project planning process.
The findings of sectoral or regional EAs may also. more readily find
an audience among senior officials than those of project-specific
EAS, which tend to address site-specific issues of less general rele-
vance to policymakers.

* There is more at stake for the institutions involved during project
and program design discussions, and EA consultants and the Bank
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may have less leverage at this stage. To address this, the I3ank
seeks to ensure that CA terms of reference explicitly call for analy-
sis of major naternatives, support the BA process, and review its
results.
Contributing to design and overall planning is more challenging
and requires greater skill-and, often, more innovative analyti-
cat approaches-from EA practitioners. Many countries do not
yet fully possess this capacity. Specialized external consultants
may therefore be required. Over the long run, this deficiency can
best be addressed through in-country training and capacity
building.

ADDING COMPONENTS. EAs also recommend additional measures for
improving project environmental quality. This may occur once local EA
consultants and the general public are informecd of potential project
impacts and are able to identify additional-or better-measures for
addressing a particular problem. The Natural Resources Management
Project in Paraguay, for example, incorporated all but one of a dozen or
so specific EA recommendations proposed by local EA consultants. These
suggestions were recognized as clearly improving the project.

Progress in Public Caotsultation

Bank policy requires consultation with affected groups and local NGOS
during at least two stages of the EA process, shortly after the EA category
has been assigned and after a draft EA has been prepared. Consultation
throughout preparation is'also encouraged, particularly for projects that
are community based from the start. In projects with major social com-
ponents, such as those requiring involuntary resettlement or affecting
indigenous people, the consultation process should be more extensive
(see the discussion in the last section of this chapter).

Public consultation in the EA process is important both to identify
potential adverse impacts and to influence project design. It reveals how
significant or acceptable impacts Lire likely to be to the people affected
by them. It provides a way for the affected people to add their perspec-
tive to the proposed project design and potential alternatives. It helps
identify and design suitabie mitigation, monitoring, and managem-ent
measures and provides a way for consulted groups to take an active part
in monitoring the project's implementation-as has been seen in a num-
ber of Bank projects. Box 2.2 describes a project where a significant
environmental impact, not identified by the EA consultants, was discov-
ered through public consultation.

The Bank has seen encouraging progress with respect to public con-
sultation over the past year. Increasingly, meetings are being held for
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Box 2.2. Identifying Impacts through Public Consultation:
The Caribbean Waste Management Project

TheOrganization of Eastern Caribbean States (OECS) plans to embark upon
a Solid Waste Management Project, whlich will be presented to the Bank's
Board of Directors in early fiscal 1995. The project aims to develop port
reception facilities for wastes from ships and to upgrade waste manage-
ment systems and facilities in its member states (Antigua and Barbuda,
Dominica, Grenada, St. Kitts and Nevisi St. Lucia, and St. Vincent and the
Grenadines). Project preparation focused on both ship-generated and
shore-generated waste management systems and the links between the
two.

Preparation of the project included separate HAs for all the countries
involved. As part of these EA processes, extensive consultations were held
with local NGOs and affected communities in each of the six island cotm-
tries. The consultation process included public meetings, most of which
were televised-some had call-in participation. One meeting in Grenada
resulted in the identification of an important impact overlooked by tlle EA
consultants: that a landfill could infringe on the habitat of a critically
endangered bird species, the Grenada dove (Leptotila wellsi). The world
population of this species is only about seventy birds, occurring in two
populations of fifty and twenty The landfill is proposed for a part of
Perseverance Estates, where the population of twenty lives. At least two
of these birds feed and nest exactly where the landfill would have been
located. As a result of the consultation, the government of Grenada and
the Bank have agreed to study-the area further to find ways to protect the
dove while still providing solid waste disposal at an appropriate site.

active discussion with affected communities rater than relying on
passive communication techniques or opinion surveys. This trend needs
to grow in several ways. For instance, progress appears to have been
stronger in consultations with local NGOS than with affected community
representatives, and in consultations about resettlement than about
other social and environmental effects. Furthermore, special groups such
as women and the poor are still not reached in too many cases. Finally,
documentation of tlhe process can be improved; some EAs still do not
record lists of meetings, participants, and agreements and conclusions
reached.

Several recent projects have approached public consultation innova-
tively:

Indonesia Senarang-Suirakarta Urban Development Project (see above).
Extensive multistage meetings with the affected neighborhoods and
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local NGOS were held in relation to the Semarang drainage component
of this project. A local NGO was also commissioned to investigate further
issues that arose from the EA study.

Hunlgary Energty and Environnment Project. Preparation of this project
included an innovative EA consultation process that consisted in part of
an "electronic" public meeting through a closed-circuit TV program that
could be viewed by residents in the area. A thirteen-minute film was
shown about the project, viewers called in with questions, and explana-
tions were given by a panel of sector and local officials. The major
concerns expressed by the viewers were about the existing air pollution
in the area (caused chiefly by a major local refinery) and the noise levels
and water effluent from the proposed power plant. The explanations
about how these problems related to the plant and how they would be
reduced under the project had two important outcomes: (a) the openness
about the objectives and nature of the project reduced unwarranted fears
and suspicions; and (b) the meeting helped form a political consensus,
thereby expediting the process of obtaining the necessary local permits
and licenses. Following the EA work, the project incorporated measures
to minimize impacts, including soundproofing and planting of trees and
bushes around the facility.

Public consultation, however, remains a challenge because many gov-
ernments lack appropriate policies and experience at the national level.
Many project preparation and EA consultant teams also lack thle neces-
sary expertise to carry out effective public consultation and to increase
the participation of affected coImunities more generally. Inadequate
national legislation and insufficient guidance for undertaking consult-
ation are also persistent problems.

The Bank has recently taken steps to imnprove the quality of consult-
ation in the EA process. In the fall of 1993, an EA Sourcebook Update
(no. 5) was issued, providing specific guidance on the topic. Intemal and
external EA trainingcourses are also focusing increasingly on this subject.
The new Operational Policy on Disclosure of Bank Documents (oP 17.50)
is helping to ensure greater transparency in EA and project preparation
by ensuring affected groups and NGOs access to EA and project docu-
ments (see chapter 5 for discussion of the Bank's new disclosure policy).
The Bank is also preparing a Participation Sourcebook.

The evolving Bank EA experience reviewed for this chapter leads
to the following recommendations for further improving public
consultation:

* The Bank should work more with borrower governments and
implementing agencies to ensure that stakeholders are consulted
at the required stages of project preparation. In particular, greater
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effort should be devoted to ensuring appropriate consultation at
the scoping stage-before EA terms of reference are written and
while the project is still being planned conceptually,

* The Bank should give greater attvntion to the need to strengthen
borrower capacity to plan and carry out consultation with stake-
holders. An important indicator of such capacity is the number of
qualified professionals in social and communication sciences
among executing agency staff.

* The Bank should encourage the borrower or the EA team to conduct
a social assessment (an analysis of the social context of the project)
to answer three vital questions: (a) who are the relevant stakehold-
ers? (b) what are-the customary institutionalforms of decisionmak-
ing in the country? and (c) what are the customary forms of
communication preceding decisionmaking?

* The Bank should encourage the borrower to identify the appropri-
ate arenas for, and participants in, consultation. Not all social
groups can or should be consulted on every detail. For example,
some decisions are purely technical and do not require public
input. However, for those decisions that intimately affect the living
conditions of communities, the members of these communities
should take part in decisionmaking directly.
Sufficient funds should be allocated to undertake the consultation
process, and the burden should not fall on the affected groups. The
implementing agency, not the stakeholders, for instance, should
pay for the necessary equipment, transport, and per diem. The
Bank should support the borrower in identifying sources of fund-
ing if needed.

New EAApproaches

PROGRAMMATnC EA. The increased use of sectoral EAs as an early plan-
ning tool is largely a reflection of the growing number of programmatic
sector and financial intermediary lending operations. These projects
generally involve large numbers of subprojects, most of which have not
been developed-or in some cases even identified-at the time of ap-
praisal. In addition to designing the mechanisms for subproject EAs
downstream, this type of assessment focuses attention on the major
impacts of concern in the sector and prescribes standard approaches
(through environmental manuals, standards, or guidelines) to project
design and mitigation. Bank efforts to strengthen borrower EA capacity
are thus multiplied through management of the environmental impacts
of a large number of investment activities.

The programmatic approach has been followed for both category A
and category B projects. Recent examples include four Water Consolida-
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tion Projects hi India, the Kabupaten (district) Roads Projects in Indone-
sia, the Natural Resource Management Project in Paraguay, and the
District Heating Rehabilitation Project in Estonia. The Bank's regional
environment division for Asia, ASTEN, has developed standard EA pro-
cedures for such projects (box 2.3).

A recent internal review found that applying progmmmatic EA to a
series of sector investment projects in Indonesia had gradually increased
the effectiveness of all EA work in relation to such projects. In tlhe urban
sector, for example, full HAs were gradually limited to investment com-
ponents expected to have major environmental impacts (such as landfills
or dredging operations), while smaller components were subject to
standard operational guidelines and monitoring. As a result, the amount
of paperwork was reduced while EA effectiveness was improved.

A programmatic approach is also quite common in financial interme-
diary lending (typically category B projects), where banks within the
borrowing countries on-lend funds provided by the World Bank to

Box 2.3. Sectoral EA for Programmatic Projects
in the Asia Region

Extensive experience with programmatic lending has spurred develop-
ment of a standard EA approach in the Bank's Asia Region for ensuring
cost-effective consideration of all possible impacts on the environment.
The first step is a sectoral EA that should help establish

* A screening process to identify subprojects having potentially sig-
- nificant issues to be addressed in a subproject EA

. Ageneral assessrnentof the kinds of impacts that mightbe associated
with the different types of subprojects

* A sectoral environmental action plan to eliminate, minimnize, or
mitigate the impacts identified in the sectoral EA and to provide
general guidelines for long-term management and monitoring

Environmental screening of the subprojects is included in the sectoral
EA, in two categories:

* Subprojects that night create a few minor and easily recognizable
environmental problems but no significant ones.

* Subprojects with potentially adverse impacts that warrant project-
specific EA work.

The first category of subprojects is addressed primarily through the
sectoral EA itself plus standard guidelines or codes of practice for different
types of subprojects. These guidelines or codes cover areas such as con-
struction practices, site selection, resettlement and compensation, and
consultation and participation.



86

the private sector4 An example is the dual approach taken for the Envi-
ronmentalManagementandElnterpriseRestructuringprojectsinRussia.
A complete system for environmental screening and review (including
lEA and environmental auditing) has been developed, with detailed
procedures that cover participating banks, private enterprises, and
government agencies. This approach, which was developed in close
coordination with the European Bank for Reconstruction and Devel-
opment (EJRD), is being replicated with some adjustments in several
other countries.

The Bank is currently examining the effectiveness of EA in relation
to financial intermediary operations. Early findings suggest that EA
procedures involving commercial banks and other financial interme-
diaries are most effective when these institutions perceive a self-inter-
est in environmental screening and review of investment proposals.
The degree of self-interest depends on the capacity of the authorities
to enforce environmental regulations anrd the associated degree of
risk when investment proposals do not comply with environmental
regulations. The Bank and other financing agencies can play a role by
offering technical assistance and training to government agencies and
participating banks and by helping to establish clear procedures and
requirements.

EA ISSUES IN PRIVATIZATION. Over the last couple of years the Bank has
developed an increasingly systematic approach to addressing the envi-
ronmental issues related to privatization. Examples of activities from
recent projects include

• Adjustment operations such as in the Second Public Enterprise
Restructuring Adjustment Loan (PERAL II) in Argentina, the Private
Sector Development Adjustment Loan in Jamaica, and the Eco-
nomic RZecovery Loan for Slovakia

* Technical assistance operations such as the privatization projects in
Russia and Peru

* Sector investment operations such as in the Mining Sector Reha-
bilitation Project and the follow-up Environment, Industry and
Mining Project in Bolivia

* Hybrid investment operations such as in the Energy Sector Deregu-
lation and Privatization Project in Jamaica

* Financial intermediary operations such as the Enterprise Restruc-
turing Project in Russia.

Most of the privatization loans that are not adjustment operations are
classified in category B because they generally do not support investment
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activities as such but only the divestiture process by helping prepare
enterprises for private takeover. Whene sucha operations do support direct
investment for construction and expansion, as In the case of the Jamaica
EDP project, they are more likely to be placed in category A. Interestingly,
both category C technical assistance projects and adjustment operations
supporting privatization have increasingly become subject to environ-
mental analysis and requirements and have included environmental
components. Box 2.4 describes the E3A approach recommended in the
recent EA Sourcebook Update (no. 6) on privatization. The Bank has also
issued a full report on privatization and environmental liability in Central
and Eastern Europe. The report discusses the weak institutional capacity
in the region for effectively dealing with the complex liability issues in the
privatization process. Because of the political requirement not to delay
privatization, various shortcuts for smaller enterprises may be needed
without compromising environmental concerns. These formed the basis
for a special trainiing program with the Bank's Economic Development
Institute (EDI) for policymakers in the region.

ADJUSTMENT OPERATONS. Adjustment loans and credits currently do not
fall under the Bank's policy on EA. However, in a number of cases,
important environmental analytical work is taking place. A recent exam-
ple is the Agriculture Sector Adjustment Loan (ASAL) to Jordan, where
Bank consultants analyzed the environmental issues in the sector and
the potential impacts of the proposed inacroeconomic and policy inter-
ventions. The study concluded that the loan would most likely have
positive effects on natural resource use in the sector and would contrib-
ute to environmental protection. However, it proposed several measures
to further enhance the environmental benefits of the loan. For example,
the study recommended that the national water policy address the water
allocation needed to maintain the biodiversity of natural ecosystems.
The study also recommended that producer subsidies for cereals and
producer supports for vegetables be removed.

Cost of EA

The normal cost range for EAs of category A projects is between $60,000
arnd $200,000, or from about 1 to 10 percent of project preparation costs.
The full range of EA costs in the Bank's experience to date is from as little
as $7,000 to as much as $500,000.

The following are the factors that largely determine the cost of EA
work: (a) the extent to which international consultants are used; (b) the
complexity of the project and its potential impacts; (c) the depth, scope,
and duration of data collection and analysis; and (d) whether-and how
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Box 2.4. Recommended EA Approach in Privatization
Operations

In Environmental Sourcebook Update No. 6, the Bank recommends the
following major steps during project preparation:

* Screen enterprises scheduled for privatization for pre-existing envi-
ronmental impacts and potential hazards from suchi impacts and for
impacts associated with ongoing operations and new investments (if
any)

* Conduct environmental audits of enterprises that have had real or
potentially significant adverse environmental impacts related to past
or ongoing operations and environrnental assessments of expanding
enterprises

* Prior to the sale of an enterprise, ensure that the stateand new private
investors agree on the allocation of responsibility for carrying out
and funding the mitigation measures identified through the audit or
assessment process

. Put in place mechanisms, including financial resources, for monitor-
ing and enforcing the agreed actions.

The Bank generally recommends that the state as prior owner take on
most or all of the financial and legal responsibility for environmental
problems associated with past operations, while new investors should be
obliged to bring the enterprises into compliance with newly applicable
environmental standards (perhaps over a certain amount of time). A clear
legal statement underpinning such a policy-as opposed to relying on
contracts for individual privatizations-generally increases investor con-
fidence and may thus corLtribute positively to the overall privatization
process.

An interesting and new lesson on the government role can be learned
from the Jamaica Energy Deregulation and Privatization Project. Sup-
ported by the Bank through the privatization process, the government was
able to clarify previous conflicting interests and to take on a much more
effective regulatory role in monitoring compliance with the environmental
standards set out in the EA process.

many-separate EAS for different.subprojects need to be prepared. hn
projects where there are likely to be significant and complex impacts and
where important environmental data are still lacking, there will normally
be a need for data collection over a period of one year and, in many cases,
for the use of international consultants for particular tasks. Costs may
then exceed $250,000. If niany subproject EAs are needed, the absolute
resource requirements will naturally increase but not necessarily as a
share of the total preparation costs of subprojects..
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EA work is increasingly cost-effective as Itcontinues to improve in quality,
to affect project design, and to have a relatively low overall cost. However,
the real test of effectivene;s comes with project implementation.

The Emerging Implementation Experience

Bank experience with implementing projects subject to EA is still rela-
tively limited. The first category A projects (under the Bank's current EA
Operational Directive) were approved in 1991, and many are still in the
early phases of implementation. The most hi-depth reports on imple-
mentation experience are mid-term reviews, and these are available for
only one operation previously subject to full EA so far-the Thailand Pak
Mun Hydropower project. For the other projects listed below, Bank
supervision reports are the main source of information.

Thalilanid Pakc Mint H-ydropower Project. This project is an example of a
very large and complex EA, including resettlement. The vast EA docu-
mentation, which was reflected in detailed provisions in the staff ap-
praisal report (SAR) and the legal agreements, provides a good yardstick
for gauging implementation performance. The midterrn review found
that the core environmental issues-identified through the EA process-
were largely being addressed adequately, with some exceptions. The
resettlement plan was being implemented in compliance with condition-
alities, although some corrective measures were needed. The fisheries
mitigation plan was being implemented on schedule, but the review
team identified weaknesses in the proposed design of the fish ladder and
recommended ways to improve it. The work under the health impacts
mitigation plan was found to be less effective. Implementation of the
five main work plans to mitigate potential health problems was lag-
ging behind schedule, with less than 30 percent implemented. The mid-
term review gave concrete recommendations to rectify these
weaknesses, and the main implementing agency agreed to comply and
keep the Bank informed of the progress. Supervision of environ-
mental mitigation measures and resettlement will continue beyond pro-
ject completion.

China Guianigdong and Henan Provincial Highwnay Projects. These projects
include construction of a new divided four-lane, controlled-access high-
way in Guangdong and a two-lane, controlled-access highway in Henan;
improvement programs for about 2,300 kilometers of roads; institutional
strengthening and training for the highway agencies; and equipment for
a number of purposes, including environmental protection. Full EAs
were prepared for the highways. Aprogrammatic EA approach was taken
for the road improvement programs, which are being implemented over
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several years, The EAs were fully reflected in the implementation plan
and budget In the SARs as well as in the legal agreements and bidding
documents. The Bank also agreed with the borrower that each of the local
project supervision teams will have at least one environrnental specialist,
A Bank supervision mission in 1993 found that mitigation was generally
on track but that the monitoring of noise and dust for the expressways
required improvement and that additional training and better cormnmu-
nication between monitoring staff in different locations was needed. A
supervision mission in 1994 found that significant progress had been
made in implementing the monitoring measures. One of the interesting
aspects of this EA process was that a representative of the Archaeology
Department was stationed in Henan, in the important archaeological
area of Luoyang, during earthwork operations to ensure adequate treat-
ment of archeological remains.

India Cement Induistry Restructiuring Project. The project finances mod-
ernization and expansion in the private sector cement industry in
India through a line of credit. It has also established mechanisms for
EA, for review and enforcement of strict environmental design stand-
ards prior to approval of subprojects, and for enviromnental and
pollution control monitoring and reporting during implementation.
A recent supervision mission found that most of the cement plants
were implementing their investment plans in accordance with the
environmental requirements. Several plants had made significant
progress in efficient use of waste materials, water management, and
reforestation in the quarries and around the plants. At one plant, the
company had created an environmental management unit equipped
with advanced monitoring equipment and laboratory facilities. Ma-
jor reasons for the successful implementation experience are that
(a) environmental regulations are increasingly being implemented
and enforced in India, especially at the state level; (b) the cement
industry has become more responsive and competitive in the area of
environmental management and has accepted environmental stand-
ards that exceed current Indian standards; and (c) the EA work was
well done and was followed up in final project design and Bank
supervision.

Precontditions for Effective Implemenitatiot

The recent EA review has identified several key preconditions for suc-
cessful implementation of EA recommendations and plans. Three of the
major circumstances needed are discussed below.

First, EA recommendations and mitigation, management, and moni-
toring plans need to take into account country-specific circumstances



r.9 t91

and constraints. While tlhs may seem obvious, It means that the three
following points require special considerations

a1The objectives of environmental plans must strike a balance be-
tween the desire to redress a multitude of complex enviromneental
problems and the limitations in local absorptive capacity. For ex-
ample, high-priority objectivis may be to build local institutional
capacity, redress key policy fallures, and develop practical solu-
tions for high-risk problems.

* Implementation will be improved by various actions taken in
advance, including (a) establishing an autonomous, stable and
qualified implementation unit; (b) ensuring adequate counterpart
financing and sufficientlogistical capacity; and (c) providing assur-
ance of sustained management support.

* If the project inplementing agency lacks sufficient commitment or
capacity for carrying out environmental measures, it may be best
to contract out operational responsibility for these measures to
other organizations. Some activities-such as monitoring, data
analysis, or protected area management-may benefit from being
contracted out to NGOs, universities, or consulting firms.

Second, implementation of HA-related actions benefits from having
explicit reference made to them in Bank project documents (including
legal agreements) and from ensuring that the agencies responsible for
implernenting them take part in their negotiation. The EAreview encour-
ages environmental and legal staff to work closely in the drafting of
appropriate legal language.

Third, sufficient allocation of time and resources for environmental
supervision, according to the needs of each project, is essential to EA
effectiveness during implementation.

Significant progress has been achieved in these areas over the last
couple of years as greater attention has been given to translating EA
recommendations into explicit actions and responsibilities. All category
A projects in fiscal 1994 made reference in the legal documents to EA
recommendations or plans, although with varying degrees of specificity.
Most of the SARs for these projects also included environmental actions
in the implementation plan and budget.

Supervision of Implementation

StrongBank supervision of EA-related aspects is essential throughout the
project cycle because the institutional and policy setting as well as the
project itself can change over tine, and because Bank expertise and
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leverage may lhelp resolve critical implementation bottlenecks, The re-
cent EA review recommends that the Bank be more flexible In the fre-
quency and timing of supervision missions in accordance with the
relative seriousness of the problems observed during implementation, It
also strongly recommends that the Bank make extra efforts to nainitei
contact with local implementation offices between missions.

An increase in the amount of time and resources devoted to environ-
mental supervision of category A projects is reported since 1992. This
increase has come about in large part becauise task managers voluntarily
seek support from environmental staff and consultants and because the
Regional Environment Divisions, as well as the central Environment
Department, are putting greater effort into environmental supervision.
For instance, the regional environment division for Latin America and
the Caribbean, LATEN, invested twenty staff-weeks (for one environ-
mental engineer, one ecologist, and two social scientists) in the supervi-
sion of the Yacyreta II Hydropower Project in Argentina, in which a new
dam will affect two cities and a large delta area. Since the environment
divisions have no formal role in project implementation, however, the
total supervision effort depends on the resources available to task man-
agers and their priorities. A central message of the recent EA review is
that greater resources should be allocated to environmental supervision
to ensure satisfactory implementation of EA recommendations.

Building Capacity in Borrowing Countries

As was recommended by the first EA review completed in fiscal 1993, the
Bank has significantly expanded its support to building and strengthen-
ing EA capacity in borrowing countries. This work occurs in various
ways, but the main clusters of activities are the following: (a) environ-
mental institution-building nrojects and related objectives (for example,
training, financing of international consultants, information manage-
ment development, and so forth); (b) technical assistance components of
regular investnent projects for developing EA capacity; (c) in-country
training, spearheaded by the EDI and the Regional Environment Divi-
sions; and (d) advice on EA legislation and procedures. A sampling of
fiscal 1994 projects that focused on capacity building would include
many of the programnmatic category A sector investment operations such
as the Haryana Water Consolidation Project in India and the Natural
Resources Management and Irrigation Project in Uruguay, technical
assistance projects such as the Environmental Management Project in
Russia and the Environmental Management Capacity Building Project
in the Gambia and the Mining Technical Assistance Project in Ecuador,
and regular investment projects such as the Natural Resources Manage-
ment Project in Colombia.
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External trahining targets botlh government agencies (central, provin-
cia], and locnl) anid, lInceasinigly, the- nongovernmental sector (consultalnt
industry, banlks, unilversities, and local NGOs). In several finanicial inter-
mediary projects, commercial bank staff are beinig trained to do elnviron-
mental screening und review of private Investment proposals In industry
and agriculture. The EDI and regionial enviroinmental staff are also hi-
volved in ongoing training for an agriculture sector inivestment project
In Venezuela.

Some regional environment divisions have an BA traiing strategy for
borrowing coumtries. In the environment division for LATEN, for example,
every category A project is screened for the EA training needs of the
implementing and regulatory agencies, Whenever the LATEN EA reviewer
sees a need for training, assistance is offered to the task manager, witil
funding allocated from LATEN's own divisional resources. The environ-
ment division for Sub-Saharan Africa (AJFTJs) has also sponsored and
provided intensive EA training for African borrowers. As ft result of this
training and the Bank's insistence that local consultants take part in the EA
work, EA capacity has improved significantly in many African countries.

Creating and strengthening environmental assessment units is crucial
to ensuring the success of institutional reform in environmental manage-
ment. To date, the Mediterranean Tedcnical Assistance Program (MErAP)
has provided support for EA units in Algeria, Morocco, Syria, and two
governates in Egypt. Follow-on phases have been developed for the
Algeria and Morocco units as well as further strengthening of the re-
gional Egyptian managerial units and establishment of regional Envi-
ronmnental Directorates in two provinces in Syria.

The Bank has likewise taken the lead in developing advanced but
user-friendly tools to support EA work in borrowing countries. One
example is the geographic information systems (GIS) that have been
developed for several countries, Computer software hasbeen developed
for environmental screening and impact assessment in the power sector
and will soon be made available at no charge to interested borrowers that
are preparing power projects for Bank consideration.

The lack of full compatibility between the EA requirements and proce-
dures of borrowing countries and of the Bank is sometimes a challenge.
When national EA procedures vary considerably from those of the Bank
and neither party is familiar with the other's requirements, problems
and delays may occur during project preparation, as, for example, when
the Bank began to work in the formerly centrally planned economies of
Central and Eastern Europe and the former Soviet Union. However, the
Bank's vice presidency for Europe and Central Asia (ECA), in consult-
ation with several countries in the region, including the Russian Federa-
tion, has taken practical steps to close information gaps and move
toward a more closely coordinated EA process.
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In this connection, the Bank and many of these countries have agreed
that the Biank's Environmental Datn Shleet (13ES), which is issued at the
earliest stage In the project cycle, will be made available to the national
envirounmental agency. This agency subsequently slhares the EDS with the
implementing agency for the project. This is expected to facilitate under-
standing of the Banik's screening process and thle involvement of the
relevant agencies in the process. Similar steps have beenl taken withl
respect to subsequent stages in the project cycle,

Building Capacity in the Bank

The first EA review called for a strengthening of Bank staff BA capacity.
Since tlhat time, not only has the numberof enivirolunental staff increased
significantly, but a large number of nonenvironmental staff-particu-
larly prbject task managers-have taken in-house EA and oiler types of
environmental training. An EA training manual is expected to be avail-
able in late 1994 to support trainers delivering courses across several
sectors, both inside and outside the Bank.

The Environmental Assessment Sourcebook, issued in mid-1991, con-
tinues to be a major source of EA information for Bank staff and is in high
demarnd both externally and intemally. A diskette version of the Source-
book has also recently become available. In addition, the Sourcebook is
being expanded in the form of EA Sourcebook Updates, Seven Updates
have been produced to date:

a "The World Bank and Environmental Assessment: An Overview"
* 'Enviromnental Screening"
- "Geographic Information Systems for Environmental Assessment

and Review"
e "Sectoral Environmental Assessment"
* "Public Involvement in EnvironmentalAssessment: Requirements,

Opportunities and Issues"
* "Privatization and Envirornental Assessment: Issues and Approaches"
* "Coastal Zone Management and Environmental Assessment."

The Updates are in high demand both inside (some 700 staff members
are on the mailing list) and outside the Bank (1,000 institutions, firms,
and individuals in 170 countries). Forthcoming Updates will provide
guidance on topics such as regional EA, economiic analysis in EA, forestry,
analysis of alternatives, urban environmental audits, and indigenous
people. To promote better analysis of alternatives, two Updates will also
be produced on this topic in fiscal 1995. One will provide guidance on
the types of alteratives that might be appropriate for various projects,
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and the other will describe economic analysis In EA to help In the
assessment and selection of alternatives,

Emerging lessons on specific ispects of EA prepnration and implemen-
tation are behig collected and dlsctussed In maniy parts of the Bank In the
form of internal papers and semhiars. Even a snmall samnpling of regioall
publications reveals the breadth of coverage, from papers on public
consultation and participation In Africa and LatinI Americn to 1A experi-
ence in water supply, wastewater, and sanitntioni projects in Asia to
experience with municipal enivironmental audits In Europe and the
Middle East and North Africa. The central Environm-ent Department lhas
sponsored papers on such Issues as BA in urbani projects and EA experi-
ence In financial intermediary lending. Seminars have covered an
equally wide variety of topics, including computer support systems for
EA work, strategic EAs for policies and programs, coLlftry-specific EA
experience, and EA and forestry.

External Interactions and Relations

The Bank has expanded the level of collaboration on EA matters with
external parties-especially other multilateral financial institutions
(Mms)-with which it cofinances a number of projects. The Bank also
works on EA issues with OECD members in tlhe Development Assistance
committee (DAC), and the Bank's environmental assessment adviser is
currently chairman of the International Association of Impact Assess-
ment (LuA), the leading professional body in the EA field.

In September 1993 the Bank hosted the first annual Environmental
Technical Workshop for MFIS. This meeting focused on ways to collabo-
rate on and ensure consistency in EA. The workshop revealed that
policies and procedures of major MFIs are largely similar and that most
of the organizations face similar challenges in EA work. In September
1994 the Bank will host the second MFI workshop on EA, in which the
rnain items on the agenda will be environmental, screening, financial
intermnediary lending, natural resources management, and public disclo-
sure and consultation.

Involuntary Resettlement

Involuntary resettlement has accompanied development throughout
history, in industrial as well as developing countries. Bringing essenrial
services to large numbers of poorpeopleby instaling majorhydropower
dams or irrigation systems or by extending transport networks has also
entailed displacement, hardship, and deprivation for some. In develop-
ing countries, the scale of development-related population displacement
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has grown rapidly in the past few decades due to the accelerated provi-
sion of infrastructure and growing population densities, The displace-
ment toll of an average of 300 large dams on which construction begins
each year is estimnated to be more than 4 million people. The urban
infrastructure programs started each year are estimated to displace an
additional 6 million.

Bank-financed programs account for only a small share of this dis-
placement. Projects currently in the Bank's active portfolio are expected
to involve the resettlement of 2 million people over an eight-year period.
Nevertheless, while limited in relative terms (Bank-assisted projects
account for less than 3 percent of all resettlement worldwide), the Bank's
involvement in resettlement is of great importance. For those people
resettled in connection with the projects it finances, the Bank has a
responsibility to help borrowers ensure that every effort is made to
restore, and if possible improve, their livelihoods. The Bank's involve-
ment also has a broader significance. Since the Bank established resettle-.
ment guidelines fourteen years ago, it has increasingly sought to work
with govemrnents to promote better policies and legal frameworks for
resettlement, thereby improving the situationof displaced people inboth
Bank-assisted and other projects.

As a result of concern about the status of the Bank's portfolio, a
Bank-wide Resettlement Review began in 1992. This review covered 192
projects in the Bank's portfolio between 1986 and 1993 in which resettle-
ment occurred, 146 of which were still active during the review itself. To
assess the consistency between Bank policy and operations, the review
had three main objectives:

* To ascertain the scale of involuntary resettlement in the Bank's
portfolio, and determine regional and sectoral trends and com-
position

* To analyze ongoing resettlement programs for their quality, consis-
tency with policy, and outcomes
To identify recurrent problems affecting performance, initiate mid-
stream remedial actions, and prepare a follow-up strategy for
addressing resettlement more effectively.

The review entailed a broad process of analysis in the field, carried out
jointly by the Bank's relevant regional and central units and the borrow-
ers. During 1993 alone the Bank sent 160 resettlement supervision mis-
sions, three times as many as any previous year, to projects under
inplementation, and numerous other missions to projects in preparation
that were anticipated to involve resettlement. Of these missions, about
two-thirds were conducted by resettlement specialists, twice the average
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percentage prior to the review. The main product of this review was not
jilst the final report but the process that It generated across the Bank and
on the ground. This process consisted of (a) intensified field supervision;
(b) analysis of project preparation, appraisal, supervision, and imple-
mentation; (c) on-site consultations with NGOS; (d) sectoral resettlement
studies; (e) development of new technical tools for resettlement planning;
cand (f a considerable number of joint remedial actions begun by the Bank
and th e borrowers for projects failing to meet the set objectives.

The review confirmed that the Brnk had made significant progress
between 1986 and 1993 in three major areas:

* Influencing the resettlement policies of borrowing countries
* Assisting borrowers in avoiding or reducing the scale of displace-

ment
* Assisting borrowers in improving the ability of resettlers to restore

their incomes.

The review looked beyond Bank-assisted projects and considered
the Bank's potential role in influencing policy and legal frameworks
for resettlement in borrower countries. Bank policy dialogue with
governments has contributed to new or improved legal and policy
frameworks at the national, state, or sectoral level in Brazil, China,
Colombia, India, the Philippines, and Turkey. The critical significance
of success in the first category is that benefits extend to the 97 percent
of resettlement that occurs outside of Bank-assisted projects. Further-
more, policies, as well as institutional capacity, can be applied to
future projects, not just those currently under implementation. This
upstream emphasis on policy is central to the Bank's strategy for
improving resettlement performance.

The single most important message of the review is that by rebuilding
sustainable livelihoods, properresettlementand rehabilitation can avoid
driving people into poverty and improve the lot of those already impov-
erished. However, the review has shown that resettlement nearly always
proves to be more difficult, more expensive, and more time consuming
than generally anticipated. The largest resettlement operations move
tens of thousands of people-often very poor people-long distances in
a very short time, and reestablishing their standard of living is a hard
task. The inherent difficulty in reestablishing standards of living and
community services is compounded by the limited technical and insti-
tutional resettlement capacity of most borrowers and by weak commit-
ment from some executing governments.

Field research, project evaluations, and sectoral and legal studies
confirm that:
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* The Bank's policy toward involuntary resettlement, while ambi-
tious, is sound and its goals reasonable.

* Projects that follow Bank policy have demonstrably better resettle-
ment outcomes than projects that do not. Resettlement operations
under projects guikwd F y the Bank's policy are usually superior to
those outside Bank-assisted projects.

* Resettlement performance is directly associated with the presence of
a domestic policy and organizational frameworks on resettlement.
Countries, states, or sectors with an adequate resettlement policy,
therefore, generally achieve better outcomes in preventing impover-
ishment and restoring livelihoods than do those that lack them.

* The Bank's resettlement portfolio is much more sound than in
1986, the year the previous resettlement review was com-
pleted-and radically different from the state of the portfolio at
the time the resettlement policy was issued. However, in a num-
ber of projects resettlement operations and outcomes are not
consistent with the standards defined and demanded by the
Bank's policy.

i The planning processes and criteria established through the Bank's
policy have significantly improved the practices of some borrow-
ing govemments, other international donors, technical agences
inplementing large projects, and the Bank itself. However, pro-
gress in this respect has been insufficient and uneven. Much more
needs to be done to ensure consistency of planning, outcomes, and
impact monitoring with policy goals.

Despite the vast differences among countries, much more is now
understood about the major common factors that explain-by their
presence or absence-why resettlement has worked in some cases and
has failed in others:

* Political commitment by the borrower, expressed in law, official
policies, and resource allocations

* Systematic implementation of established guidelines and proce-
dures by the borrower and the Bank

* Sound social analysis, reliable demographic assessments, and
widely available technical expertise in planning for development-
oriented resettlement

* Effective executing organizations that respond to local develop-
ment needs, opportunities, and constraints

* Public participation in setting resettlement objectives, identifying
solutions, and implementing them.



99

Although the quality of the Bank's resettlement project portfolio has
improved, the review also revealed important weaknesses. The actions
that have, or will be, taken to achieve further improvements can be
divided into four sets of priorities.

Strategic priorities. These include (a) ensuring borrower commilment
by agreeing explicitly on policy from the outset and enhancing bor-
rower institutional capacity and (b) improving project design by first
avoiding or reducing displacement as much as possible, creating
explicit timetables and internal mechanisms that link progress in the
civil works with the necessary concomitant progress in resettlement,
promoting people's participation, and providing adequate Bank fi-
nancing. Bank priorities include diversifying project mechanisms so
that future infrastructure operations that require the displacement of
large numbers of people can be processed as twin projects-one for
the civil works and another for the resettlement-and strengthening
the Bank's institutional capacity.

Renmedial and retrofitting actions. Near-term remedial actions are being
taken on active projects that fall short of policy and legal objectives. Some
projects may need restructuring, additional financing, or the strengthen-
ing of resettlement agencies.

Improving project processing. While responsibility for full compliance
with the Bank's procedures and established safeguards rests with the
borrower, it is nevertheless essential that the Bank support the process
more effectively. Improvements are therefore being made in the analy-
sis of resettlement at appraisal and the design of development pack-
ages for resettlers; in the in-house review of resettlement components;
and in the staffing and organization of operational units. The Bank
will encourage borrowers to carry out pilot schemes to test the ade-
quacy of proposed resettlement operations. The Project Preparation
Facility (PPF) and the Institutional Development Fund (IDF) provide
additional assistance for technical support and capacity building in
the preparatory phases of the project. In major operations-particu-
larly for dams--consideration is increasingly being given in the early
identification stages to using a resettlement advisory panel, along the
lines of dam safety panels.

Supervision. Supervision of projects, including resettlement, is being
improved. Regular supervision missions will take place at least every
twelve months and will make greater use of local specialist consultants.
In addition, regional units in the Bank will prepare annual reports on
projects with resettlement in their portfolio, as part of the Annual Review
of Portfolio Performance (ARPP).
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Box 2.5. Xiaolangdi Resettlement-A Model for the Future

Xiaolangdi Dam is of critical importance to China. It will provide flood
control in the lower reaches of the Yellow River Basin to protect major
infrastructure and 103 million people; control siltation in the 800-kilometer
downstream channel of the river (so that levees will not have to be raised
further for the next twenty years); provide irrigation for 2 million hectares;
and generate 1,800 megawatts of hydropower. Constructing the dam and
filling the reservoir will necessitate the resettlement of more than 180,000
people, the largest resettlement operations assisted by Bank financing.

A pathbreaking approach was taken to addressing the complexities of
this resettlement operation. First, a separate project and a separate Bank
credit were created, distinct from the dam project and loan, to ensure a
high level of attention, staff inputs, and budgetary resources. The purpose
of the project is to restore and improve the resettlers' income. To that end,
the project will construct infrastructure and housing for 276 villages and
ten towns; develop 11,100 hectares of new land, of which 7,000 will be
irrigated; relocate 252 existing small industries and mines; and establish
84 new industries wit 20,500 new jobs. The project will benefit about half
a million people and create about 75,220 full-time jobs and about 37,400

Progress in these areas began during the past year. Taken together,
these measures will help institutionalize standards achieved during the
review. Improvements include the following:

E Some projects in the pipeline have been deferred or removed until
satisfactory progress in legal and policy frameworks has been
achieved.

* During the last two fiscal years, all projects requiring resettlement
plans have had them completed by appraisal time. SARs, the basic
document presented to the Board for project approval, have had
substantially improved reporting on resettlement aspects so that
the Board is more fully informed as to how this vital component
will be executed.

* The first "twin project" (having a separate project for the resettle-
ment operation so that it receives adequate resources, staff atten-
tion, and focus) was approved for the Xiaolangdi Dam in China
(see box 2.5).

* Two projects in India have continued to receive supervision and
assistance in satisfactorily completing the resettlement operation,
even after the project closed.

* Training courses have been carried out for both Bank staff and key
borrower countries, including China, India, and Turkey.
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part-time jobs. The economic rate of return for the overall project is
estimated at 32 percent.

Tlle Chinese have had success in other dam projects since the adoption
of new policies and strategies, with Bank assistance, in the mid-1980s. In
the nearly completed resettlementof 67,000 people at the Shuikou Hydro-
electric project, also in eastern China, resettler incomes exceeded previous
incomes by up to 10 percent within a year after transfer. So far, the
experience from Xiaolangdi Dam shows that the income levels of the first
2,000 people resettled during the early construction have exceeded their
previous incomes by 10 to 60 percent within one year.

Xiaolangdi has the highest resettlementbudget per person of anyproject
in China and far above the average among resettlement projects. Unpar-
alleled human resources have been put into the preparation of the ex-
tremely detailed resettlement plan. Five alternatives to the Xiaolangdi
Dam were considered, but each would have required significantly greater
resettlement, ranging from 250,000 to 930,000 people. Although resettle-
ment always remains a difficult and unpredictable task, Xiaolangdi has
nminimized the number of people to be moved and has taken extensive
precautionary measures to prevent impoverishment of the resettlers and,
moreover, to improve their lives.

* Drafts of new guidelines forsARs and the Bank's supervisionforms
are under way and will be issued by the Operations Policy
Department.

Furthermore, there is increasing linkage between preparation, super-
vision, and monitoring information as represented by the SARS, supervi-
sion reports, the resettlement database, and the ARPP.

In summary, by supporting resettlement that strives to prevent impov-
erishinent, the Bank promotes policies and approaches that are relevant
far beyond Bank-assisted projects. irnproving borrower capacity will
benefit not only Bank-financed operations but also the much broader
resettlement activities of entire sectors, affecting larger numbers of peo-
ple. Resettlement remains a formidable challenge for borrowers as well
as for the Bank, and the Bank recognizes its important responsibility to
help borrowers act progressively to improve resettlement whenever
displacement cannot be avoided and to extend improved approaches to
sector and national contexts.

Note

1. OD 4,00, Annex A, was updated in October 1991 in oD 4.01, Enivironimental
Assessinentt.
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Subsidizing water, while justified in specific situations, promotes waste, almost
always benefits the rich more than the poor, and reduces the ability of cash-
strapped public utilities ro extent ie-.vice to the poorest peri-urban neaighbor-
hoods. Imposing water fees encourages the responsible management of water
and enables better operation and maintenance of water supply systems.
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The principle tLhat concern for social and environmental sustainability
must permeate all development activity is fundamental to tle concept
of sustainable development and was accepted universally at the Earth
Summit in 1992. To promote this principle, the development community
in general, and the World Bank in particular, are changing the way they
do business. Th-e World Bank is building its work in environmentally
sustainable development on two widely accepted propositions: (a) that
reducing poverty and investing in people are essential for environmental
sustainability and (b) that promoting the efficient use of resources bene-
fits both the environment and the economy.

The strategies implied by these propositions are consistent with the
Bank's central mission-reducing poverty. This chapter is organized
around these two propositions. Although it makes no attempt to be
comprehensive, by examining examples of activities that are aimed at
poverty, population, and the environment or that improve the efficiency
of resource use, it provides an indication of how the different activities
in the various sectors and departments in the Bank link to create a
coherent approach to sustainable development.

Poverty, Population, and the Environment

It is now widely accepted that the links between poverty, high popula-
tion growth, and environmental degradation are circular and mutually
reinforcing. Investing in people, which reduces poverty and population
growth, is an urgent moral imperative and is essential, in the long run,
for arresting environmental degradation. For many of the poor, earing
more income or accumulating needed assets means mining the scant
natural resources accessible to tiem: soil is cultivated without traditional
fallow periods, marginal land is tilled, trees are felled, and animal dung
and other natural fertilizers are used as fuel, as an increasing number of
people seek to feed, shelter, and warm themselves. In many sections of
Africa the current consumption of fuelwood exceeds annual growth in
supply by as much as 30 to 200 percent. The consequence is that the cycle
of poverty, unless broken, condemns poor people to- ever-worsening
conditions.

The Bank has und Artaken research on these links between rapid popu-
lation growth, poor agricultural development, and environmental deg-
radation, particularly in Africa. This "nexus,' first elaborated in a major
study in 1992, has been explored further in a series of studies that
examine new ways of leveraging these links so as to stop and reverse the
cycle.1 Those published this year focused on land resource management
in the Machakos District in Kenya, land rights in C6te d'Ivoire, soil
degradation in Ethiopia, and similar issues in Malawi and Nigeria. The
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analyses present an alarming picture but also illustrate that good policies
can make a difference. A study of the Machakos District, for example,
illustrates how the nexus links of low income and resource degradation
have been tumed to advantage through access to markets; considerable
investment in education, health, agricultural services, and infrastructure
that have contributed to increased per capita agricultural production and
income; improvements in natural resource management; and relative
economic stability-despite a fivefold increase in population since 1930.
Nevertheless, the same initiatives would have produced even better
results if the high population growth rate had been reduced.

From a practical perspective, interventions that leverage the environ-
ment-development nexus to achieve improvement both in human well-
being and in the health of the envirornment can be divided into three
broad categories.

* Resource development interventions that seek to improve the ma-
terial well-being of the poor and provide incentives to invest in
their futures will enable the poor to avoid spending the natural
"capital" (rather than only the natural "product") at their disposal.

* Human development interventions, such as those that improve
health, nutrition, and education and provide access to better fam-
ily planning, will help reduce population growth, make people
better able to use natural resources efficiently, enable them to
make informed choices about how to use resources, and provide
them with the means of improving their physical well-being and
productivity.

* Social development interventions-which help ensure that the
development process reaches down to those who need it most
by giving the poor a voice and a role in shaping it-lead to
projects that are more sustainable and to a more equitable reso-
lution of the tensions between environmental health and peo-
ple's aspirations.

These concepts are becoming useful tools for gaining a better under-
standing of the interaction between the natural and social systems that
manifests itself through the various links, and they provide a basis for
examnining the effect of policy and market failures on these links. From
the project perspective, these concepts lay the foundation for developing
an integrated package of actions or programs that promote environmen-
tally sustainable development. This conceptual framework has been
successfully applied this year in Tanzania in developing the national
environmental action plan. Box 3.1 illustrates the application of the nexus
principles in Africa.
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Box 3.1. Doing Things Differently: Natural Resource
Management in the Sahel

Anew generation of rural development projects is being developed in the
Sahel with financing from IDA and other donors. By bringing together the
various approadies to the environment and development nexus, these
projects illustrate how Bank practice has evolved. The first such projects
are in Burkina Faso and Mali; similar projects will be implemented in
Chad, the Gambia, Mauritania, and Niger. The operations, which arebased
on the strategy of village resource management (gestion des terroirs vil-
lageois, nTV), combine two critical features: they are participatory, and they
are intersectoral.

The projects are based on a social unit, the community's terroir, rather
than on a physical unit such as a watershed. The communities of benefi-
ciaries have an active role in the preparation, implementation, and evalu-
ation of the projects, and the final objective is the complete control and
management by the commnunity of the land, water, and vegetation under
its jurisdiction. Under their village resource management plans, rural
communities make decisions regarding land allocation for crops, fallow-
ing, grazing, and fuetwood production. For example, they might manage
the land, water, and vegetation (and even biodiversity on the land when
the terroir is near a national park or nature reserve). Such an arrangement
often represents an important break from more recent habits of state
organization. Thus in Burkina Faso a prerequisite for the Grv approach
was the amendment of the land tenure law nationalizing rural land.
Although the law was never effectively' implemented, it had created
uncertainties and discouraged land improvement.

Poverty Reduictioni and Natural Resouirce Managemnetlt

TARGETING POVETY REDUCTION. The Bark's strategy for reducing pov-
erty (formalized in Operational Directive 4.15: Poverty Reduction) in-
volves fostering the efficientuse of labor, whichis one asset the poor have
in abundance; increasing the access of the poor to ownership of physical
assets, natural resources, and other forms of capital (by, for example,
establishing or regularizing land tenure rights); raising the productivity
of different forms of capital in the hands of the poor (by providing
infrastructure such as roads and public transport, accessible credit, and
technology); developing human capital (by such means as increasing
access to and improving the quality of health, nutrition, and education
services); improving living conditions (by, for example, providing social
services such as clean water and sanitation); and providing safety net
protection (by designing social investment funds, for instance).
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In pursuing this strategy, the Bank assists borrowers in preparing
country-specific poverty assessments and designing country-specific
strategies to make sure that Bank programs support and complement the
country's own efforts to reduce poverty Poverty assessments, which
increasingly involve beneficiary assessments, are important means of
improving the design and implementation of poverty alleviation pro-
jects. They typically provide a diagnosis of the scale and structure of
poverty-the factual basis needed for proposing actions that will be
effective in actually reducing poverty. Twenty-one poverty assessments
were completed in fiscal 1994. It is expected thatby the end of fiscal 1995,
94 assessments for 83 countries will be completed, and a total of 114
assessments for 101 countries are scheduled for completion by fiscal
1997.

The Bank has continued to expand its lending for poverty reduction.
The Program of Targeted Interventions (rr) provides a valuable way of
monitoring targeted lending, but it is only one aspect of Bank support
for poverty reduction. Projects in the PrTI complement broader macroe-
conomic and sectoral policies and public expenditures that are also part
of the efforts of countries to reduce poverty. As monitored by the PTI,
lending for projects that specifically target the poor rose to almost $4.5
billion in fiscal 1994. This was equal to 33 percent of total investment
lending, compared with 26 percent in 1993 and 24 percent in fiscal 1992.
The total number of projects targeting the poor rose from fifty-eight in
fiscal 1992 to sixty-six in fiscal 1994, of which ten are directly targeted at
natural resource management. For example, the Tunisia Northwest
Mountainous Areas Development Project, described inbox 3.2, explicitly
addresses both rural poverty and natural resource degradation.

The Bank has also begun to adopt innovative ways of providing the
extremely poor with access to credit to improve the management of
natural resources. These programs usually encourage the use of nontra-
ditional forms of collaieral and promote increased investments in land
and water resources. Most of these collateral programs are designed to
benefit women, in particular. For example the Agricultural Modem-
ization Project in Egypt will provide credit to women farmers and
investors by targeting 350 village banks that will extend loans to women
with group guarantees as collateral. In the Benin Community-Based
Food Security Project, 50 percent of the financing allocated for income-
generating activities will be reserved for groups made up entirely of
women. In addition, this year the Bank provided $2 million in grant
funds toward setting up the Grameen Trust, which will provide seed
capital and start-up funds over the next five years to some thirty or forty
microcredit schemes modeled on the Grameen Bank in Bangladesh. (The
Grameen Bank is a microlevel program that provides credit to the
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Box 3.2. Addressing Rural Poverty and Natural Resource
Management in Tunisia

The objective of the Tunisia Northwest Mountainous Areas Development
Project, supported by a Bank loan of $17.3 million, is to help the population
make better use of the limited natural resources available to them in remote
mountainous areas. It will help restore sustainable range, forest, and
farmning activities; reduce soil degradation, erosion, and sedimentation in
reservoirs; and increase productivity and incomes for very poor farmers,
By using a participatory approach, the project will strengthen the farmers'
capacity to plan and implement and will improve the responsiveness of
rural service agencies to farmers' needs. The two largest components of
this project focus on watershed and rangeland management and on im-
proving the rural infrastructure base. The watershed and rangeland com-
ponent promotes such measures as rotational grazing to allow
regeneration of the vegetation; fertilization grazing areas to improve hay
and forage production; and reseeding with native forage species to rees-
tablish rangeland productivity and promote agroforestry. All these meas-
ures will help restore natural vegetative cover, reduce runoff and soil loss,
and improve soil fertility. The infrastructure component provides isolated
villages with access to markets and potable water and improves education
and health services by constructing and maintaining such basic needs as
rural roads, schools and dassrooms, and health centers.

extremely poor, almost always women in rural areas. The success of the
Grameen Bank has been remarkable and has led to a marked increase in
net worth and ownership of resources, higher participation by women
in the labor force, and a great improvement in other household welfare
indicators such as contraceptive use and the number of children, includ-
ing girls, enrolled in school.)

USING MARKET FORCES TO IMPROVE RURAL RESOURCE MANAGEMENT. EI
many countries, both industrial and developing, natural resources such
as water are frequently treated as inexhaustible. This ideology dliscour-
ages charging a price for such resources, with the frequent result that
resources are misaliocated and used wastefully because access is based
on priority or proximity rather than on the value of the resource. In Brazil
and Peru, for example, through technical assistance and study tours, the
Bank has shown resource managers the advantages accruing to a system
in which water rights are vested in users and can be traded in a market.
This approach makes water an "economic" good and encourages effi-
ciency and-reallocation to higher-value uses. The owners of water can
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then make better decisions on wlhether to use the water themselves or
sell the use rights to otl,vrs.

STRENGTHIENING AGRICULTURAL RESEARCH AND EXTENSION. Increased
crop yields and adoption of new technologies can improve the welfare
of farmers, reduce environmental damage, and relieve pressure to conl-
vert new land to agriculture. For examnple, if India had to produce its
current wheat harvest with the technologies of twenty-five years ago,
farmers would have to bring 40 million additional hectares of land of
equal quality into production. Because of successes in agricultural re-
search and extension, this tremendous onslaught on fragile lands and
forest margins has been avoided.

The forty-eight Bank loans and credits for agriculture sector projects
amounted to almost $4 billion in fiscal 1994. They included tlle Mali
Agricultural Research Project, which will make adequate technology
available for increasing agricultural growth and reversing the decline in
the natural resource base; the Mauritania Agricultural Services Project,
whichl will focus on strengthening the links between extension, research,
and agricultural training; and the Wiet Nam Agricultural Rehabilitation
Project, which will support rehabilitation of the extension system, pro-
mote the use of environmentally sound pest management in agriculture,
and provide assistance to research institutes. Each project has the objec-
tive of an ultimate increase in agricultural efficiency and productivity
that will be environmentally sustainable as well.

In addition, the Bank, in cooperation with the Food and Agricultural
Organization of the United Nations (FAC) and the UNDP, sponsors the
Consultative Group on International Agricultural Research (CGIAR),
which the Bank's vice president for ESD currently chairs. CGIAR is a
network of sixteen agricultural research centers. At its founding, twenty
years ago, the principal objective of the group was to increase the supply
of food and so stave off the threat of mass starvation. Since then, the
Green Revolution-the development of new high-yielding varieties of
wheat and rice-has brought food self-sufficiency and even surpluses to
former food-deficit areas. In recent years CGIAR has been shifting its
priorities toward improving the sustainability of agricultural develop-
ment. This goal requires the successful management of agricultural
resources to make possible the satisfaction of changing human needs
without degrading the environment or the natural resource base on
which agriculture depends.

This year the chair submitted a wide-ranging proposal for revitalizing
the CGIAR system. A fundamental need is to stabilize the system's finan-
cial situation. (The Bank may contribute up to $40 million per year in
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1994 anid 1995 towvard thlis end and provide additional finanicing of up
to $20 milllion to imaitch otlher donor contributions for the same period).
Decisive mealsures are also proposed for halting the loss of the group's
scientific capacity nnd refocushig the researchi agenda on npproved
progranms. Ieform of governanice and maniagement is proposed to en-
sure predictability, transparency, and accouintability. An additional goal
is to firmly link the COTAR programis to participatory programs at the
farm level, especially to women's gr'OUps and other NGOs. Ililnally, pro-
cedures were proposed for agreeing on a plan of nction, includhig an
eighteen-n-onth tltimetable to formulate and secure enidorsement of the
new strategies and principles at high government level1

The CGIAR has identified three key areas of focus that-will contribute
to more sustainable practices:

Maintaining the productivity of tlhe lnnd and water resources, with
less reliance on fertilizers and pesticides, will require diversifica-
tion of crops and .4daptability to different ecological zones. Biotech-
nology, including accelerated breeding through gene-marking and
transgenetic methods, will therefore be a priority area for CG1AR
research. These research activities will also need to be linked to
farming systems studies and participatory community-based
work, with particular attention to the role of women.
G Genetic resource banks, which now include about 600,000 samples,
will be maintained and expanded. In addition, the CCIAR will play
a role in clarifying new statutes as the implications of the Biodiver-
sity Convention and the General Agreement on Tariffs and Trade
(cATT) are factored into national legislation, so that germplasms
will continue to be readily available for applications at the farm
level.

* Water scarcity, as a central part of natural resource management,
remains a key focus of CGIAR. Two new areas that reflect the
international nature of CrIAR are aquatic and marine resources and
coastal zones.

Woment int Ecosystem Mantagetnett

Targeting projects to benefit women has been an unportant focus for the
Bank in recent years, both for reducing poverty and for protecting the
environment. Good natural resource management is particularly impor-
tant for rural women, whose work is increased as firewood and water
become scarcer and soils less fertile-and who are more and more often
solely responsible for farming the land. The role of primary agricultural
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producer may be a traditional one for women (as in Sub-Saharan Africa)
or Cin increasingly important one, as men migrate to urban jobs. More-
over, educating girls not only has a powerful effect in reducing birthrates
but also tends to improve the well-being and productivity of the whole
household, since women are generally responsible for the healff of tlheir
families, in addition to being the main providers of food in many rural
areas.

The Pakistan Social Action Program Project, approved this fiscal year,
benefits women by providing various educational and health services.
It will increase girls' enrolLrnent in primary education by recruiting and
training more female teachers, promoting coeducation, and providing
more schools for girls. It will improve womens health through increased
access to health care (by recruiting and trainin,g more female medical
staff at various levels of service), encourage fnmily planning, improve
the quality of rural water supply and sanitation, and expand access to
these services through community-based approaches. An increasing
number of projects now have women in development (WID) components,
and about a third of the projects in fiscal 1994 included gender-related
activities. For example, the Lao PDR Forest Management and Conserva-
tion Project and the Northwest Mountainous Areas Deyelopment Project
in Tunisia, both free-standing environmernt loans, include such activities.
In the Lao PDR a WID specialist will be. included in each community
mobilization training team to ensure women's participation in commu-
niAy planning of the use of forest resources. The Women's Union will also
participate in the Lao project. In the Tunisian project female extension
workers will be based at each extension and development center to help
integrate women into all levels and each aspect of the project's extension
activities. Countrywide assessments of WID have now been completed
in more than fifty countries.

Agenda 21, adopted at the United Nations Conference on Environ-
ment and Development (UNCED) in 1992, places particular emphasis on
the role of women in sustainable development. To follow up, in October
1994 the Bank hosted a three-day International Consultation on Women
and Ecosystem Management, cosponsored by the Inter-American Devel-
opment Bank (IDB), the United Nations Development Fund for Women
(uNurEM), the United Nations Sudano-Sahelian Office (UNso), the UNDP,
and the UNEP. The consultation was to encourage joint initiatives among
intemational, regional, and bilateral organizations for engaging women
in ecosystem management at the grassroots; to promote the indusion of
women at all levels of society and sectors to advance sustainable ecosys-
tem and equitable development; to support incorporation of policies that
would enhance the role of women as ecosystem managers into the
deliberations of the Commission on Sustainable Development, the 1994
World Population Conference (held in Cairo in September), the 1995
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1995 World Social Development Summit (to be held in Copenhagen);
and, finally, to explore ways to improve the effectiveness and cost
efficiency of projects that jointly support the advancement of women and
ecosystem management through WID and envirotnment cooperation.

The consultation identified the gender issues in ecosystem manage-
ment in each of five ecosystems: coastal and wetland areas; rivers,
groundwater, and lakes; mountains; temperate and tropical forests; and
arid and semiarid lands. Although women have different roles to play
in each of these ecosystems, the participants at the consultation identi-
fied a set of general requirements for women to be effective managers of
environmental and natural resources regardless of the ecosystem in-
volved. These requirements include the need for secure rights to land
and otlier natural resources, for access to credit, for full engagement in
the process of designing and implementing a project, and for training
and environmental education programs. The consultation also empha-
sized the need to exami-ne the different economic roles of men and
women in WID and environment programs and underscored the impor-
tance of assessing the microlevel consequences for women (who operate
mainly in the informal sector) of macrolevel economic policies.

Social and Natural Resources

There is a growing recognition that the partlicipation of stakeholders in
the selection and design of projects can improve decisionmaking,
strengthen ownership of projects, and help poor and disadvantaged
groups. Over the past year the Bank's Environrnent Department has
coordinated efforts to incorporate social concems into the Bank's devel-
opment work, using the techniques of social assessment. Not only are
poor people often the primary natural resource managers, they are also
the most likely to be affected by, and the least able to avoid, harm from
changes in their environment.

SOCIAL FACTORS IN NATURAL RESOURCE MANAGEMENT. Over centuries
peoplebuild up refined knowledge of the peculiarbiological and physi-
cal environments around them, techniques for managing those ecosys-
tems, and methods for handling problems that have arisen. The Bank is
working to increase knowledge of social factors in natural resource
ranagement through a review and synthesis of prior approaches,
through action research and testing of new strategies, and through
projects that enhance local management capacities rather than disable
them. The Bank's recent work in the area of forestry and biodiversity
conservation, described in box 3.3, is an example. This year the Bank has
also supported work on pastoral associations for sustainable rangeland
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Box 3.3. Incorporating Stakeholder Participation into Forestry
and Biodiversity Conservation

TlIs year the Bank began developing methodologies for systematically
incorporating social and stakeholder-participation issues into sector work
and projects in the area of forestry and biodiversity conservation.

To improve project preparation and sector analyses, the Bank pre-
pared general guidelines for applying the techniques of social assess-
mrent to biodiversity conservation projects, in order to provide
approaches for reconciling the needs of local populations with bio-
diversity protection obiectives. These approaches are being field
tested in Brazil, Ecuador, and India.

. Techniques for promotingstakeholder involvement in forestrysector
work and projects were compiled and reviewed in a technical paper
for the Participation Sourcebook, discussed in the text. This paper
required a mrore thorough review of the forestry portfolio taking into
accountbest-practice approaches to enhancing stakeholder account-
ability and participation. The review included thirty-seven forestry
projects.

* An evaluation of implementation issues related to the design of
integrated conservation and development projects (IcDrs) is being
completed. This review examines the key issues in lcDps, looks at
examples of successes and failures, and makes recommnendations,
where appropriate, on modifying biodiversity protection criteria to
accornrnodate the needs of local populations.

a Ongoingworkwith indigenous peoples focuses on reducing poverty
tirough legal recognition and protection of access to natural re-
sources. For example, this year the Colombia Natural Resources
Management Project is establishing secure rights to 4 million hec-
tares for Afro-Colombian people and another 1 million hectares for
Amnerindians. In Paraguay the Natural Resources Management Pro-
ject is demarcating and titling 6,500 hectares for 1,285 Tupi-Guarani
families. (Both projects are discussed in chapter 1.) In all, Bank
lending to date is supporting the regularization of more than 13
million hectares of land for indigenous peoples in Latin America.

. In addition, work with inidigenous people is being extended to
Siberian Russia (for oil development planning), to Asia (particularly
for indigenous people affected by large infrastructure and conserva-
tion programs), and to Africa (where indigenous people are espe-
cially being affected by biodiversity conservation efforts, often in
national parklands). In Asia, for example, recent Bank loans and GEF
grants to India, the Lao PDR, and the Philippines are based on the
strong participation of forest-dwelling indigenous communities in
the management of the forest resource.
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mannagement in the West African Sahel, particularly where devaluation
of the CFA franc has spurred demand for livestock products; such de-
mand will increase pressures on the natural resources on which produc-
tion is based. Work is also beginning on the social aspects of coastal zone
and fisheries management

PARrtCIPATION. This year the Bank has undertaken analytical work and
documentation of best practice in participatory approaches and methods
of inquiry and training to support participatory development A Partici-
pation Sourcebook is being prepared by the Bank's Environment Depart-
ment with "how-to" guidelines for participation. In addition, the
sourcebook will contain best-practice case studies relating experiences
of Bank task managers who have worked with participation in Bank-
supported operations. In recognition of the rapidly changing nature of
the issue, the sourcebook is not inLended to be a definitive product but
the first version of an evolving document in looseleaf binder format. The
sourcebook draws on the contributions of more than 200 Bank staff.
Nineteen chapters have been completed and will be published as sepa-
rate papers in the Bank Environment Technical Paper Series during the
coming year. They will serve as background and in-depth material for
the sourcebook itself, which will be published later in fiscal 1995.

PARTICIPATORYPOVERTY ASSESSMENT. Analytical work on poverty is being
carried out in every IDA country and in many IBRD countries. While this
work is exposing the dimensions of poverty, identifying the priority
strategis and building the sustainable programs for lifting people out
of poverty are best done with poor people themselves. Therefore the
Bank has initiated a series of participatory poverty assessments (PPAs) to
illuminate the human dimension of poverty. PPAS strive to discover how
the poor view public services, particularly health and education but also
transport, infrastructure, and administrative institutions in general. This
year PPA work has been completed in Benin, Ghana, Guatemala, Kenya,
Madagascar, Uganda, and Zambia and is under way in Argentina,
Cameroon, Central African Republic, Costa Rica, Ecuador, Pakistan, and
South Africa. Future work is being planned for Brazil, Cote d'Ivoire,
Gabon, and Mexico. Although few PPAs are at a stage at which their
impact on policy formation is visible, it appears that their findings are
both complementary to the quantitative work done for poverty assess-
ments and of great potential for improving the relevance and sustain-
ability of policy directed toward poverty reduction.

BENEFICLARY ASSESSMENT. Beneficiary assessment (BA) is a technique for
learning the views of people affected by a project at any stage of the
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project, thus increasing the likelihood that the project design and imple-
mentation strategy will be rooted in people's expressed needs. The
Bank's Southern Africa Departnmenthas been the first to mandate that all
operations take account of the views of different client groups, and BAS
are being used to fulfill this mandate. Although still incomplete, a BA
being carried out on training and visit (T&v) agricultural extension work
in Seneg-al is supplying initial insights about farmer response to exten-
sion that have convinced the government implementing agency to in-
crease its use of qualitative methodologies in the future. In Zambia BAs
have been carried out on projects in health, education, and social fumds.
In the case of social funds the findings were particularly useful in
showing how different kinds of NCOs had different effects on encourag-
ing the participation of community residents. These findings are being
used to assist a subsequent social fund project in Zambia with selecting
NGOs for optimal grassroots development.

COMMUNnY-BASED DEVELOPMENT. Existing social organization already
has within it tremendous stocks of "social capital"-techniques, trustful
relationships, knowledge, organizational skills, confidence, and commit-
ment built from long experience-that can form a foundation for long-
term development. Work with indigenous people is one specific area in
which development can be community based. In September 1993 a
conference on "Traditional Knowledge and Sustainable Development"
brought together indigenous people from several continents to educate
Bank staff and others about the contributions of traditional or local
knowledge to fields as diverse as health, envirorunent, management of
natural resources, governance, and local development planning. The
Bank, in cooperation with the IUCN Regional Office for Southern Africa,
sponsored a series of workshops in Africa for regional NGOS on the use
of traditional knowledge in conservation work. In Latin America, with
resources available through the Bank's IDF and working with the recently
created Hemispheric Indigenous Peoples Fund in La Paz, Bolivia, the
Bank began to promote a series of country training programs in devel-
opment planning and project design for the region's growing number of
indigenous organizations. Two programs have been launched so far, in
Bolivia and Chile, and seven other countries will soon have similar
programs.

Efficient Use of Resources and the Environment

Promoting the efficient use of energy and other resources is the second
broad mechanism whereby the Bank influences environmental steward-
ship indirectly. Policies that encourage efficiency lead to less waste and
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less consumption of raw materials. Economywide policies also have
important effects on how resources are used and on levels of air and
water pollution.

Improvittg Etergy Conservation and Efficiency

The consumption of commercial energy in developing countries is rising
rapidly and now accounts for 27 percent of the world total. By 2010
energy demand in developing countries is expected to account for more
than 40 percent of the total, and energy consumption and efficiency will
take on increased importance. Much of this energy is heavily subsidized:
overall energy subsidies amount to about $230 billion annually. If, for
example, tariffs for electricity alone reflected real costs, an estimated $125
billion per year in savings would be realized.

Encouraging improvements in energy efficiency cannot be pursued in
isolation. Efficient use of energy requires a broadly based set of condi-
tions and policies: a stable and open economy (including reforms in
pricing, industry, trade, and the financial sector and openness to private
investments) is fundamental for achieving economic efficiency in energy
production and use. Structural and sectoral adjustment loans and credits
(SALs and SEcALs) and public enterprise reform loas (PERLs) are the
Bank's main instnuments for improving macroeconomic conditions.

Since the publication of two energy policy papers in November 1992,
the Bank's experience with energypricinghas confirmed that prices and
tariffs affect end-use efficiency and, therefore, the environment. In fact,
pricing measures typically tap about half of all possible energy savings
from demand-side management But price reform is also an important
component of more general structural reform of the sector. A review of
countries whose electricity sectors have instituted far-reaching reforms,
such as unbundling and the introduction of competition (Argentina,
Chile, and Malaysia) shows tat revenue from energy sales now cover
costs and that the sector is able to generate adequate resources for future
investments. In countries where reform is currently under way, prices
are not yet in line with costs, but the trend is in the right direction (for
example, in China, Morocco, and Pakistan), while in counties that have
not embarked on a reform path, prices are generally significantly below
costs and the sector must be subsidized from fiscal resources (Nigeria,
Turkey, and Ukraine).

Typically, in unreformed countries consumption patterns are heavily
skewed toward inefficient use of electricity, while at the same time the
quality of supply is low, with frequent brownouts or blackouts and wide
swings in voltage and frequency. The Bank plays a significant role in
price reform in countries to which it lends for power projects. For
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example, assistance on price reform is being provided in China, Cote
d'lvoire, India, Indonesia, Morocco, and Poland. Iran's efforts to reduce
distortions in resource pricing and improve environmental quality are
described in box 3.4.

Two main lessons emerge from recent Bank experience. First, price
reform is a component of sector reform, not an alternative to it. In fact, it
is questionable whether sustainable price reform can be achieved with-
out addressing the underlying structural problems in the sector. Second,
the reform of electricity tariffs involves more than simply adjusting the
overall level to cover costs. Just as important is the introduction of
differential pricing such as time-of-day tariffs, which will have an impor-
tant effect on load management and will bring down the cost of electric-
ity generation, and adjustment of prices to different consumer groups to
eliminate cross-subsidies. Negative impacts of price reform on poorer
segments of the population can largely be mitigated by lifeline tariffs and
by innovative financing mechanisms for new connections.

Privatization is an important element in reform of the energy sector
it promotes economic efficiency, and it improves the technical and mana-
gerialefficiency of the sector. Projects approved in fiscal 1994 that indude
restructuring the energy and power sectors and that will encourage
private participation range from the Madagascar Petroleum Sector Re-
form Project to the Pakistan Power Sector Development Project. The
Madagascar project will create an appropriate framework for private
participation and increase institutional capacity for regulating the sector.

Box 3A. Win-Win Strategies for Mitigating Environmental
Degradation in Iran

Iran's strategy for tackling pollution, environmental degradation, and
poor natural resources management rests squarely on market-oriented
policy instruments that promote economic efficiency while sinultane-
ously improving the quality of the environment. In the past, heavy subsi-
dies for energy, water, and agricultural chemicals have led to wasteful
consumption of resources, more resource-intensive forms of production,
and higher pollution levels. For example, low energy prices failed to
provide incentives for conserving energy and investing in more efficient
processes, and the results were wasteful use of energy and excessive
emissions of particulates. Among the win-win options that yield both net
economic benefits and environmental benefits are price reforms. It is
estimated that efficient energy pricing would reduce premature deaths by
about 13,000 a year and would result in fuel savings of $4.7 billion a year.
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The Pakistan project has investment and technical assistance compo-
nents and includes arestructuringand privatizationcomponentthatwill
reorganize the Water and Power Development Authority, establish a
national regulatory authority, lead to a new pricing policy, and develop
a labor-transition program. Other similar projects were approved this
year for Hungary, Kazakhstan, Lithuania, Papua New Guinea, Russia,
and Zambia.

In addition to promoting efficiency through policy and price reform,
Bank lending supports direct intervention and projects affecting fuel
choice and technology options. Thus the Russian Federation Second Oil
Rehabilitation Project will modernize approximately 1,200 wells, pro-
vide measuring facilities, and reconstruct surface facilities (for example,
it will replace pipelines and water conduits with corrosion-resistant
pipes). Other projects promote the use of cleaner fuels and renewable
energy sources. Examples for fiscal 1994 include the China Sichuan Gas
Development and Conservation Project (which will substitute coal for
gas, thereby reducing emissions of sulfur dioxide, carbon dioxide, and
particulates); the Ethiopia Calub Gas Development Project (for mitigat-
ing deforestation by replacing woodfuels with liquefied petroleum gas
(LPG) in the southeastemn region of the country); and the Estonia District
Heating Rehabilitation Project (which includes a component to convert
smallboilers insmall towns and counties foruse of locally abundantpeat
and wood rather than the heavy oil used currently). The Estonia project
also includes a provision for the sustainable harvesting of the peat and
wood (see chapter 1 for details).

Progress witht "Cleant" Techn0ologies anid Practices, Itcluditng
Renewable Energy

Improving the efficiency with which energy is produced and used will
help to abate pollution but by itself cannot reduce it sufficiently. This is
especially true in developing countries, where energy demands are
growing rapidly and will continue to do so for some decades. Per capita
consumption of commercial energy in the low-income economies, which
account for 3 billion of the world's population, is less than 4 percent that
of the United States; 2 billion people are without electricity and use dung
and fuelwood for cooking, a practice that is a major source of environ-
mental damage.

For these reasons, the Bank's economic and sector work on energy is
focusing on the use of dean technologies to reduce particulate emissions.
The Bank has been active in promoting natural gas for power generation
and has financed two 235-megawatt combined-cycle cogeneration units
in Hungary and a 300-megawatt combined-cycle gas turbine in Malay-
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sia. Both projects are part of a wider environmental framework that
includes, in Hungary, developing an environmental master plan and
strengthening environmental management and monitoring capabilities
and, in Malaysia, providing technical assistance to the utility's environ-
mental division. The Bank has also been active in the provision of natural
gas for domestic and industrial uses; for example, in Egypt it financed a
pipeline that will extend the existing gas distribution system to 235,000
additional houscholds, 5,000 commercial enterprises, and 22 industrial
enterprises in Cairo, thus displacing liquefied petroleum gas, gas oil, and
fuel oil.

Another area of interest is "dean" coal technologies that make use of
cost-effective emission controls for removing particulates. In Indonesia,
for example, the Bank financed the construction of three 600-megawatt
coal units that use low-sulfur coal and are fitted with electrostatic pre-
cipitators that remove 99.5 percent of the particulate from the flue gas.
Bank financing is also available in other cases where desulfurization is
necessary (as in a new plant in Dahanu, India, and an existing plant in
Prunerov, Czech Republic).

Such policies and practices, howeve%r still leave unanswered the im-
portant questions arising from the dependence on biofuels of 2 billion
peopie who lack access to electricity. That dependence is a source of
impoverishment, environmental degradation, and, as World Developnxv t
Report 1992 pointed out, ill health. The Bank addresses this problem
through two groups of policies and investments.

The first group encourages more suisfainiableforms of producing and tusing
bioJitels based on social forestry (for which the Bank has lent approxi-
mately $1 billion since 1980), improved soil management practices, and
efforts to encourage the wider adoption of improved cookstoves. Im-
proved stove programs have met with miixed results over the years. One
recent successful operation was an IDA credit for improved charcoal
stoves in Tanzania. The stoves have r.aised energy efficiency by 50
percent, and adoption rates have been very high-nearly half the popu-
lation in Dar-es-Salaam use the improved stove. Further studies of rural
energy policies are currently under way in Sahefian countries, with the
joint support of the Bank and the Dutch government.

The second group extends moden forns of energy to a greater share of
the world's population. In the past twenty years electricity supplies have
been newly extended to a billion people in developing countries-nearly
twice the population of the United States and Europe. Although this is a
very impressive accomplishment, 2 billion people are still without elec-
tricity, and the world population will grow by another 3 billion in the
next three or four decades. The situation may be environmentally and
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socially unsustainable. Efforts must therefore be made to make possible
a switch to modem fuels, such as LPG, which emit far less pollution of all
forms-sulfur dioxide, particulates, nitrogen oxides, carbon monoxide,
and carbon dioxide-and are also more efficient. LPG is five times more
efficient a cooking fuel than biofuels, and it is more convenient to use;
electric lamps using incandescent light bulbs are ten to twenty times
more efficient than kerosene lamps, which are still the most common
source of light in rural areas in low-income countries. The Bank therefore
continues to support expansion of electricity distribution systems. Since
the publication of the policy paper on rural electrification in 1974, for
example, the Bank has lent approximately $2 billion for rural electrifica-
tion. To encourage the wider distribution and use of modem fuels the
Bank has encouraged member countries to use pricing policies to pro-
mote market expansion.

Renewable energyresources showpromise. This year the Bankfunded
two projects in the Philippines: the Leyte-Cebu Geothermal and the
Leyte-Luzon Geothermal (also supported by the GEF), which added a
combined 640 megawatts to the country's existing 1,000 megawatts of
installed geothermal capacity. Geothermal energy production has much
lower carbon dioxide, sulfur dioxide, and nitrogen oxide emissions than
fossil fuels, and it helps reduce the country's dependence on imported
oil

Reductions in the costs of solar energy technologies have been sub-
stantiaL The costs of photovoltaic cells (Pvs), for example, have declined
from several hundred thousand dollars per unit of peak capacity to less
than $6,000 today. Village and domestic lighting, water pumping,battery
charging, and electric power for rural health clinics in developing coun-
tries are examples of the wide use of Pvs. Despite the impressive gains,
solar power is still not fully commercial except for small-scale, off-grid
applications. However, concems about global warming produce an
impetus for speeding up the process of commercialization. In conjunc-
tion with the GEF, the Bank began this year a process of defining a
collaborative program among countries on R&D and demonstration pro-
jects for solar energy technology. Moreover, under the GEF a number of
solar energy projects have begun or are in the pipeline (these are dis-
cussed in chapter 4).

Eliminating Stubsidies for Use of Resources

Energy is only one of the types of resources that are often subsidized or
underpriced and are therefore used inefficiently. Others are water and
sanitation and such agricultural inputs as pesticides and fertilizers.
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"Implicit" subsidies, such as inadequate stumpage fees for logging
enterprises, are also being increasingly recognized.

In the water sector misguided subsidies continue to handicap efforts
to provide clean water and sanitation, despite some remarkable achieve-
ments. The real costs of water and sanitation supply are rising as a result
of the increasing cost of reaching rapidly growing urban populations and
the growing scarcity of clean water. A recent comprehensive review of
Bank experience in water and sanitation projects documents com-
pellingly that supply costs in developing countries are rnuch higher than
they should be, largely because of the low efficiency of water supply
agencies (see OED 1992). For example, in Singapore, an excelent per-
former in this respect, unaccounted-for water (water lost between the
distribution point and the users) is 8 percent of total water produced, but
in Manila the share is 58 percent and in most Latin American cities is
about 40 percent. For Latin America as a whole such water losses cost up
to $1.5 billion in forgone revenue every year. Yet in Mexico City subsidies
to the water and sewerage services amount to more than $1 billion a year,
or 0.6 percent of the gross domestic product (GDP). Subsidizing water
has two costs: it promotes waste, and it slows expansion of services to
reach growing, and often very poor, peri-urban neighborhoods, as nei-
ther the water nor the revenue to finance its provision is readily available.

Data from Latin America and Africa provide clear confirmation that
the beneficiaries from water subsidies are almost always the rich. The
poor, whose needs are used to justify water subsidies, are often not
served and pay street vendors as much as ten times the public price for
water, as a recent study in Onitsha, Nigeria, confirms. Eliminating sub-
sidies for irrigation water is also important. The Mexican On-Farm and
Minor Irrigation Networks Improvement Project plans to reduce loss
and waste of irrigation water through charging water fees. The National
Water Commission of Mexico intends to recover 50 to 100 percent of costs
for on-farm improvements and 100 percent of running costs from water
users, who will also be responsible for operation and maintenance. Other
projects with similar components were approved this year in Brazil,
Guyana, and Indonesia.

Rational pricing has received attention in the forestry sector, as well as
in water and sanitation. Several projects this year include provisions to
encourage the improved pricing of wood. Three are free-standing envi-
ronment projects: the Bhutan Third Forestry Project supports the devel-
opment and implementation of a new pricing and marketing plan for
forest products; the Lao PDR Forest Management and Conservation
Project will revise the system of log pricing, which currently encourages
tree felling and processing activities; and the Poland Forest Development
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Support Project will help develop a new wood-pricing system that will
move from rates fixed by the central government to market-based prices
reflecting true supply and demand. In addition, the Belarus Forestry
Development Project includes a component for implementing macroe-
conomic and sectoral policy reforms to make the forestry sector more
market oriented and will define a new regulatory framework.

Economyuwide Policies antd the Eavironinetnt

The positive links between economic efficiency, human well-being, and
environmental health ame clear and widely accepted. However, in prac-
tice the effects of broadly based policy reforms are more ambiguous
when applied, as they must be, under imperfect circumstances where
economies do not function smoothly and distortions persist. Recently,
the Bank completed a review of progress made in understanding the
links between economywide policies and the environment (see Mohan
and Cruz forthcoming). The analysis is based on a comprehensive survey
of recent and current Bank case studies. The main findings follow.

* Renoval of major price distortions, promnotion of market incentives, and
relaxationi of othier coistraints, which are among thte main features of
adjustntent-related refornms, gentemlly will contribute to boath economic
and environmental gains. For example, reforms to improve the effi-
diency of industrial or energy-related activities could reduce both
economic waste and environmental pollution. Similarly, address-
ing the problems of land tenure and access to financial and social
services not only yields economic gains but also promotes better
environmental stewardship.

* Unintended adverse side effects may occur when economnyide reforms
are undertakent even in the presence of neglected policy, market, or insti-
tuitiontal imperfectionis. Therefore, specific measures that remove
such policy, market, and institutional obstacles are not only gener-
ally environmentally beneficial in their own right but are also
critical complements to broadening economywide reforms. In Mo-
rocco, for example, distorted trade policies are projected to lead to
a severe water defidt by the year 2020, even though by the same
year water sector investments will account for 60 percent of the
government budget. The study examined two simulations: raising
water prices reduced water use but lowered GDP; liberalizing trade
improved household incomes and consumption and allocated re-
sources more efficiently across the economy but also led to in-
creased water use. If complementary increases in water prices were
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undertaken simultaneously with trade libemlization, the beneficial
expansionary effects of the latter would be largely retained but with
substantial reductions in water use. (Another example of policy
distortions, im Poland, is described in box 3.5.)

* Measures for restorintg macroeconotnic stability ivitl genetrally yield enivi-
r otmtnenttal beniefits, sitice intstabilit y wnderninles stustaiinable resouirce tise.
For example, stability encourages a longer-term view by decision-
makers at all levels, and lower inflation rates lead to clearer pricing
signals and better investment decisions by economic agents. These
are essential prerequisites for encouraging environmentally sus-
tainable activities.

a Thte stabilizationi process nmiay also lhave tjitforeseet, adverse, slhort-runt 
effects onl thie entvironmenit. For example, although general reductions

Box 3.5. The Need to Address Policy Distortions to Ensure
Environmental Gains

In Poland energy intensity and excessive pollution are the fruit not only
of the undervaluation of coal in the centralized price system but also of
the entire system of state ownership that suppressed market signals and
incentives. Previous research has shown how economywide adjustments,
including increases in energy prices, contribute to improvements in energy
use and pollution in Poland. However, because state ownership encour-
ages output maximization rather than cost minimization, price respon-
sivenessisblunted, and financial losses aresimply absorbed into the public
budget or passed on to consumers in the form of higher output prices.

In 1990 Poland began an economic transformation program that led to
the privatization of many state enterprises. However, the program was
adversely affected by a recession and the collapse of trading arrangements
linked to the Council of Mutual Economic Assistance. Furthermore, the
process of privatization proved to be more complex and lengthy than
initially expected, and the government wvill retain ownership in the energy,
mining, steel, and defense sectors in the medium term. Restructuring
efforts in the energy sector have accordingly focused on creating an
institutional and legal framework that will encourage competition and
greater private sector participation in the future. Coupled with aggressive
energy pricing reforms, this strategy appears to be making some headway.
For example, a recent survey of large state-owned manufacturingconcerns
found that even without privatization, state-owned enterprises are al-
ready adjusting to the transformation program and are reducing their
consumption of materials and energy per unit of sales.
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in government spending are deemed appropriate, targeting tolese
cutbacks is desirable to avoid disproportionawte penalties on envi-
ronmental protection measures. Anothel important issue is tlhat the
short-term effect of adjustments on poverty and unemliploymenit
may incrense pressures on fragile and open-access resources by the
poor, in the absence of other economic opportunities. Iln this case,
the appropriate measures for addressing the possible adverse so-
cial consequences of adjustment receive additional justification, on
environmenltal grounds.
Econtoniywide policies ivIll iave additionial loiiger-tern effects on thte
envirainntent through chaniges in ensploynment and incotuwe distribution.
Several of the examples confirm one predictable conclusion: that
adjustment-induced changes generate new economic opportuni-
ties and sources of livelihood, thereby alleviating poverty and
reducing pressures on the environment caused by overexploitation
of fragile resources by the unemployed. However, altlough growth
is an essential element in sustainable development, it will necessar-
ily increase pressures on environmental resources. Increased effi-
ciency and reduction of waste, as well as proper valuation of
resources, will help reshape the structure of growth and reduce
these environmental effects. At the same time, sustained longer-run
growth will require special attention to eventual tradeoffs between
environmental quality and growth.

These findings have implications for decisionmaking, of course. While
the relationships between economywide policies and the environment
are complex and involve many economic and noneconomic variables,
the main concerns may often be limited to a small subset of priority
environmental concerns. These are often identifiable by region and
certainly by country. Proper recognition of the generally positive envi-
ronmental consequences of economywide policy reforms could help to
build additional support for such programs. At the same time, broader
recognition of the underlying economic and policy causes of environ-
mental problems can enhance support for environmental initiatives-
both policies and projects. Accordingly, although the Bank's country
analyses have historically followed separate economic and environ-
mental tracks, recent progress has been made in integrating the two
approaches, especially at the project level. Sector reforms vc uld include
cost recovery of operations and maintenance for irrigation water
through pricing; liberalization of retail prices for livestock, along with
reforms of parastatals and partial privatization of livestock services; soil
and water conservation; and land consolidation in rainfed areas.
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Note

1. This study, "The Population, Agriculture, and environment Nexus in Sub-
Saharan Africa" by Kevin M. Cleaver and Gbtz A. Schrelber, was first issued in
1992 in the Agriculture and Rural Development Series (No. 1), Africa Technical
Department. The study is included in tile authors' forthcoming book Reversintg
11c Spiral: The Popi nI ioni, Agricullture, anid ELiwivotmiiiiiet Nexuis in S b-Salia ran
Aftica.



4. Addressing Regional and
Global Environmental Challenges

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

WORLD BANK PHoro/Curr CARNMARK

The costs of solar energy have been substantially reduced in recent years, and
through the Global Environment Facility (GEr) a number of solar energy projects
are either in progress or in the pipeline. Solar energy is only one of the forms of
renewable energy technology in which the GEF and the Bank are investing
increasingly
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Some environmental problems-such as loss of biodiversity, damage to
international waters, global warming from greenhouse gas emissions,
and stratospheric ozone depletion-are neither nationally nor regionally
bound. However, as with most other forms of environmental degrada-
tion, the poorest in the population are on the front line. Thus, preventing
degradation of the regional and global commons falls firmly within the
Bank's mandate.

Much of the work described in the previous chapters benefits the
regional and global environment. Removing and treating sewage and
improving urban transport to reduce carbon dioxide emissions improve
the urban envirorunent-and the regional and global commons. The
same far-reaching effects are generated by projects for creating and
strengthening protected areas or conserving natural resources such as
forests. Less directly, but no less importantly, as is argued in chapter 3,
investments in people to reduce poverty, improve education, and lower
fertility rates, as well as investments to improve the efficiency with which
resources are used, will all be beneficial locally and globally.

This chapter begins with a brief discussion of Bank support for re-
gional seas and river basin programs and for the Desertification Conven-
tion. The rest of the chapter is devoted to activities the Bank has
undertaken as an implementing agency of the GEF and the Multilateral
Fund for the Implementation of the Montreal Protocol (MtMP)f

Regional Seas and River Basin Programs

A number of environmental programs for regional seas and river basins
entered the implementation stage during fiscal 1994 in the Mediterra-
nean, the Black and Baltic seas, and the Danube River Basin. Addition-
ally, the Bank has been instrumental in launching new strategies for the
Aral and Caspian seas in Central Asia and for Lake Victoria in Africa.

THE MEDITERRANEAN BASIN. Founded as a pilot program in 1990, the
Mediterranean Technical Assistance Program (METAP), is funded by the
European Investment Bank (EmB), the Commission of the European Com-
munities, the UNDP, and the World Bank. METAP addresses the need for
environmental policy, capacity building, and investrments at regional,
national, and local levels. Its four main priority areas are solid and
hazardous waste management, integrated water resources management,
coastal zone management, and marine polution.

Increasing investment in the environment and seeking new sources of
funding are major objectives of METAP. For example, METAP has been
successful in linking specific activities to innovative financing sources:
Tunisia Marine Pollution-GEF financing; Morocco Al Hoceima Conser-
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vation Management Plan-potential EU financing; Cyprus Limassol Mu-
nicipal Environmental Audit-EIB financing; and Algeria Hazardous
Waste Management Options-World Bank financing.

The first three-year cycle of METAP ended in 1992, and a second cycle
was launched under METAP H. Follow-on investment for METAP II activi-
ties is rapidly being established as well: the recently launched Turkey
Solid Waste Management effort has already been linked to the Black Sea
Priority Investments Programme.

In 1994 preparation began on the Albania Integrated Coastal Zone
Management Project; on a project that will strengthen environmental
impact assessment in Algeria; on an oil spill contingency plan in the
Occupied Territories; and on a solid waste management project in Tur-
key. The program also included preparation of an environmental strat-
egy for Lebanon. Institutional development is a central theme of METAP
Ii. The Mediterranean Coastal Cities Network (mDCIIES) conducted
municipal environmental audits in five member cities-Limassol (Cy-
prus), Oran (Algeria), Sousse (Tunisia), Tangiers (Morocco), and Trip-
oi/El-Mina (Lebanon)-and began the follow-up action plans. Tirana
(Albania) was also added during the fiscal year. The participatory ap-
proach and methodologies used in this audit project have inspired other
regions to use similar procedures. In addition to the networks, mET
training and direct organizational support are effective in building insti-
tutional capacity in the region. Environmental conmunication, environ-
mental mediation and negotiation, and environmental impact
assessment are tree main training programs that have been deepened
during fiscal 1994. Direct organizational support has also been provided
with the creation of an EA in Syria and the completion of the second phase
of an EA in Algeria.

THE BLACK SEA. The pollution level of the Black Sea is among the highest
in the world. To help reverse the process, the Program for Environmental
Management and Protection of the Black Sea will provide the coastal
countries-Bulgaria, Georgia, Romania, Russia, Turkey, and Ukraine
with a solid basis for developing long-term policies and investment
programs. It will support institution building at the national and re-
gional levels and will foster cooperation among the countries, the scien-
tific community, NCOs, and the private sector. The program is jointly
funded by the Bank, the GEF, the EBRD, and several bilateral donors.

During the past year, an urgent investment portfolio (Urn) was identi-
fied and agreed on in principle by the countries and donors. Benefits
from the uip investrnent, largely from human health improvements, will
be immediate and direct. The first project, approved in fiscal 1994, is
the Bulgaria Water Companies Restructuring Project Three others-in



128

Russia, Turkey, and Ukraine-are under preparation, with nine more, in
all five countries, to follow. Initial program activities include preparation
of a priority investment program and work on biodiversity issues,
environmental impact assessment, and integrated coastal zone manage-
ment (IczM).

THE BALTIC SEA. Implementation of tie Baltic Sea Environment Program
is being coordinated by a task force under the leadership of the Helsinki
Commission. The task force includes representatives of the countries of
the Baltic Sea drainage basin, international financial institutions, selected
technical organizations, and NGOs. The Bank is taking an active role in
the task force and its various working groups to support implementa-
tion of an environmental action plan. During fiscal 1994 the Bank pro-
ceeded with the preparation of environmental projects in Estonia, Latvia,
and Lithuania. These proposed projects would reduce pollution in the
Baltic Sea, promote coastal zone management, and strengthen the man-
agement of protected areas. The Bank is also helping to develop projects
for improving water and wastewater management in Latvia and Poland
in municipalities the program has identified as envirornental "hot
spots."

In September 1993 the Bank cosponsored a Baltic countries regional
workshop, held in Lithuania, on the management of nonpoint soturce
polhltion. The Bank is an active participant in the Coastal Lagoorns and
Wetlands Working Group, under the leadership of the World Wide Fund
for Nature, and is supporting economic case studies of selected protected
areas in the Baltic region.

THE ARAL SEA BASIN. The Aral Sea is bordered by Kazakhstan and
Uzbekistan, while the Kyrgyz Republic, Tajikistan, and Turkmenistan
form part of the sea's extended basin. The desiccation and salinization
of the sea have killed most life in it, destroyed the wetlands in the deltas
of the Amu and Syr Darya rivers, engendered salt and dust storms, and
hastened the loss of biodiversity. Although it is unrealistic to expect the
whole Aral Sea to be restored to life, a small part of the sea may be nearly
restored to what it was, some of the wetlands revitalized, much of the
ecological damage in those areas mitigated, and the drawdown zone
stabilized against salt storms. The Aral Sea Environment Assistance
Program was approved by the heads of the five states in January 1994
(see further discussion under "Regional Cooperation," below). The over-
all coordination of the program wir be jointly undertaken by the World
Bank, the UNDP, and the UNEP. A Bank preparation mission visited the
Aral Sea region to assist the Executive Committee of the Interstate
Council for Addressing the Aral Sea Crisis (ICAS) in preparing specific
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projects. Eighteen projects and a supplementary capacity-building pro-
gram were selected for Phase I of the program, for an investment of
almost $200 million. Of this sum, 20 percent will be in local currency,
while foreign exchange funds amounting to about $160 million would
be required in the form of loans and credits from the Bank and other
donor agencies. The Executive Committee is expected to begin imple-
mentation of Phase I projects in fiscal 1995.

THE CASPLAN SEA. At the initiative of the government of Kazakhstan, an
international conference was held in Alma Ata on May 26,1994. At the
conference, riparian countries signed the Declaration for Cooperation in
the Field of Environmental Protection in the Caspian Sea Region and
invited the Bank and other donors to assist in this program. This initia-
tive, which the Bank has agreed to support, has the strong involvement
and active participation of private sector oil companies and NGOs. The
Bank is now developing a joint work program with the UNDP, the UNEP,
and the European Union.

THE DANUBE RIVER BASIN. The Environmental Programme for the
Danube River Basin (EPDRB) was initiated by the riparian countries
(Austria, Bulgaria, Croatia, the Czech Republic, Germany, Hungary,
Moldova, Romania, the Slovak Republic, Slovenia, arLd lUkraine) and
international donors in 1992 and is fnded by the GEF and the World
Bank's Special Grants Program, EBRD, the European Union, and other
donors. The EPDRB is a three-year effort for developing a strategic action
plan and a program of institution building and technical support.

EPDRB activities wil proceed in two phases. Phase I will focus on
short-term actions and the development of a strategic action plan and an
investment program and will develop the technical building blocks for
environmental planning and management. Phase II will implement the
recommendations emanating from Phase I. Under Phase I, eighteen
diagnostic assessments and preinvestment studies were conducted in
fiscal 1994. Each study covers one tributary basin to the Danube and
identifies pollution "hot spots." Nine of the eleven riparian countries in
the Danube Basin have also prepared national reviews of their aquatic
environments. In addition, anaccidentenmergency warningalarm system for
the Danube River and its major tributaries has been designed.

The Bank has the responsibility for executing the pre-investment
activities funded by a portion of the Danube-GEF grant. Because the
worst pollution is found in the tributaries, the Bank has conducted
pre-investment studies in the basins of the Chris/Koros, Morava, Nitra,
Olt Osen, Vit, and Zagyva rivers. An action program for high-priority
hot spots was completed at the end of fiscal 1994.
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LAKE VICTORIA. A pilot Pollution Prevention Project for the Lake Victoria
Basin in Tanzania was initiated this year. The lake is the largest body of
fresh water in Africa and the primary source of domestic water supply
for more than 10 million people. Bordered by Kenya, Tanzania, and
Uganda, the Lake Victoria project is an example of a comprehensive
approach as advocated in the Bank's policy paper Water Resouirces Ma,i-
ageniett. A description of the many activities included in the project is
provided in box 4.1.

Combating Desertification

Land degradation is a worldwide problem, and although the phenome-
non is complex, common causes are deforestation, overgrazing, poor
farming practices, insecure tenurial arrangements, and population pres-
sure. In addition, inappropriate economic policies such as grain produc-
tion quotas, subsidies for agricultural inputs, short contractual
arrangements for concessions to land, and uncompetitive prices for
timber, contribute to the problem. Land degradation is therefore the
direct product of poor land management, itself an outcome of inappro-

Box4.1. Lake VictoriaPollutionPrevention PilotProject

Lake Victoria is a primary source of domestic water supply for more than
10 million people living in its drainage basin, as well as a source of water
for agricultural and industrial activities. Lake fish are a vital source of
protein for basin residents. The economies of the lake region countries also
depend on a sustainable lake ecosystem and its estimated $200-million
export fishery.

In recent years, however, the introduction of exotic species of fish
(especially Nile perch) and the water hyacinth, coupled with increased
sedimentation from soil erosion, discharges of water pollution, and depo-
sition from polluted ernissions, have so seriously degraded the lake eco-
system it is near collapse. The urgency of this complex situation cannot
wait for intensive research to provide more understanding; comprehen-
sive response is needed right away. Pollution control is one of the initial
priorities.

The Lake Victoria Pollution Project is a pilot effort undertaken by the
government of Tanzania in conjunction with the Bank. Primary objectives
include (a) identification of principal sources of water pollution, (b) esti-
mation of pollution loadings from different point sources, (c) evaluation
of costs of different pollution abatement options, (d) utilization of local
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priate policies and rural poverty. In the extreme, land degradation results
in desertification and the loss of much agricultural output. Reforestation,
land desalinization, and programs that encourage alternatives to
biomnass for fuel are a central part of the Bank's natural resource marl-
agementprojects, in dryland areas inparticular-and they all help arrest
desertification directly. In Africa, for example, the Bank has committed
$50 million to community-based natural resource management pro-
grams in Burkina Faso and Mall, and a further $50 million is earmarked
for similar programs in Chad, Mauritania, and Niger. Bank-supported
programs in the Sahel adopt a gestioni de terroir (a holistic and participa-
tory system of land management, discussed in chapter 3) approach in
which support is provided to communities to identify their constraints
and improve land management practices.

As a participant in the Multilateral Working Group on Environment
of the Middle East Peace Process, the Bank was requested to assist with
the preparation of a regional program to address arid land degradation
issues that are common to the region. Participants in the initiative indude
Egypt, Israel, Jordan, and the West Bank and Gaza. Emphasis will be on
applying proven technologies and collaborative networkingfor dissemi-

experts in conducting the investigations, and (e) implementation of
needed pollution prevention measures.

An interdisciplinary team of experts conducted the investigations. They
encountered challenges in monitoring point and nonpoint pollution dis-
charges.

Principal pointsources of pollution include raw municipal sewage from
major urban centers, peri-urban areas, and industries. Nonpoint sources
include various agricultural chemicals, animal wastes, eroded soils, and
toxic substances (such as mercury) from gold mining operations. Munici-
pal sewage and textile mills are the largest sources of both nutrients and
organic loads.

Options for controlling major point sources include rehabilitating the
existing sewerage pumping plant and stabilization ponds and extending
sewerage treatment to peri-urban and unsewered urban areas, using less
costly small-bore sewers. Some of the options for industrial waste mini-
mization are not very costly; they use technologies suited to Tanzanian
conditions and should result in an 85-percent reduction in organic
pollution.

An important aspect of this pilot project-having a local, multidiscipli-
nary team formulate and carry out tlhe investigation and feasibility studies
-resulted in procedures and solutions suited to Tanzania.
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nation of best practice; the start-up phase of the initiative has been made
possible by a Japanese government grant of $530,000. In addition to the
project work on soil degradation, the Bank has participated in the
drafting of the Desertification Convention. This convention was begun
by the 1992 session of the General Assembly of the United Nations and
was completed in June 1994. The Bank was an active observer through-
out the proceedings (box 4.2).

The Global Environment Facility

The GEF has emerged as an important catalyst for integrating global
environmental concerns into national development goals. By providing
grants and concessional funding to developing countries for projects and
programs that benefit the global environment, the GEE enables the gov-

Box 4.2. The Desertification Convention

The focus of the Desertification Convention is to bring intemational action
and resources to bear on the problem of desertification. Since the conven-
tion is the first global instrument to be negotiated after the Earth Sunmmit
of 1992 in Rio de Janeiro, many of the issues surrounding the Rio decla-
ration and kgenda 21 are addressed. The convention establishes
mechanisms for monitoring and assessment, information dissemination,
research and technology development, and drought relief, as well as public
participation, awareness, and education on desertification. As a first step,
the convention will require the preparation and implementation of na-
tional action programs (NAPS) for countries experiencing desertification.
However, to reduce duplication of work for already overstretched agen-
cies, the convention encourages the use of existing documents where
appropriate. In particular, NAPs often include specific provision to arrest
soil degradation.

The Desertification Convention will rely on national bilateral and mul-
tilateral funding sources and the establishrnent of a global financial mecha-
nism. The World Bank has supported many projects and programs in
Africa and, increasingly, in Asian countries that contribute, directly or
indirectly, to combating desertification. At the same time the Bank has
taken an active role in enforcing policy changes, particularly in Africa, in
fields such as agricultural and natural resources pricing, land tenure
reform, water policy, forest policy, and environmental legislation and
institutional development The Bank will work closely with the Conven-
tion Secretariat and the Conference of Parties to bring its experience to
assist in the implementation of the convention.
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ernments of developing countries to address global environmental is-
sues they would otherwise be unable or unwilling to undertake, and it
enables industrial countries to contribute significant resources toward
these issues. In doing so, the GEF demonstrates a new approach to global
cooperation.

Launched in 1991 as a pilot program, the GEF draws collaboratively on
the experience and expertise of three intemational agencies. The UNDP is
responsible for technical assistance and capacity-building activities and
is charged with managing the Small Grants Progranune for nongovern-
mental organizations. The uNEP offers expertise in environmental disci-
plines and supports research. The World Bank plays the primary role in
ensuring the development and management of investment projects and
acts as trustee of the GEF Trust Fund.

The GEF helps developing countries to address four global environ-
mental problems that have been recognized in recent international trea-
ties and conventions as high-priority issues.

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

* Destruction of biological diversity through the degradation of
natura habitats and the overuse of natural resources
Pollution of intemational waters through, for example, oil spills
and the accumulation of wastes in oceans, seas, and international
river systems

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

During the pilot phase, the fourth objective above has been addressed
almost entirely through the M,IP, for which the Bank manages the
investment operations. However, in its upcoming operational phase the
GEE will support the phase-out of ozone depleting substances (oDss) in
countries, such as the Commonwealth of Independent States and the
Eastern European states, that are ineligible for Protocol assistance be-
cause they consume or produce too many ODSs.

In October 1994 the pilot phase will end, and the GEF will enter its first
three-year operational phase. Donors have agreed to make available $2
billion for this phase of the GEF, or almost three times the $750 million
available in the pilot phase. Responding to lessons learned during the
pilot phase and to the numerous suggestions from donors, recipient
countries, and the scientific and NGo communities, this new operational
phase involves changes in project identification and selection procedures
and in GEF governance (box 4.3).
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Box 4.3. The Global Environment Facility II:
Beyond the Pilot Phase

Representatives from more than seventy countries reached an agreement
in March 1994 to restructure and replenish the CGIP, concluding negotia-
tions that were launched fifteen months earlier in Abidjan, C6te d'lvoire.
The agreement, which came three years after the cEP was launched as a
pilot program, builds on the achievements of the Earth Sunmnit of 1992.
The lengthy negotiations reflected the determination of governments to
avoid the creation of a new bureaucracy

The C;EF will continue to deal with four global environmental problems:
climate change, the destruction of biodiversity, the pollution of interna-
tional waters, and ozone depletion. Furthermore, land degradation-pri-
marily desertification and deforestation-will also be eligible insofar as it
relates to one or more of the four main focal areas.

Goventance. Decisions will normally be reached on the basis of consen-
sus, but when this is not possible, a vote maybe taken. Differences between
developing and industrial countries over whether to use the UN system,
which is based on one countryne vote, or the Bretton Woods approach,
where voting rights reflect economic strength, were eventually resolved
with the introduction of a dotuble majority system. This requires approval
by a 60-percent majority of all member countries as well as approval by
donors representing at least 60 percent of contributions-in effect, giving
both industrial and developing countries veto power.

The new arrangements represent a unique blend of UN and Bretton
Woods practices. They include:

A universal assernbly that will meet every three years to review GEF
policies.

The GEF Portfolio

The portfolio of pilot-phase GEF grants that were approved by GEF
participants for development and administration by the Bankhas grown
from an original complement of fourteen projects, totaling $189 million,
to fifty-three projects, totaling more than $450 millon. The cumulative
growth of pilot phase GEF projects administered by the Bank is reflected
in figure 4.1.

During the first five tranches of Bank GEF projects, 45 percent of
resources from the core fund was earmarked forbiodiversity projects, 39
percent for combating global warming, 15 percent for protecting inter-
national waters, and 1 percent for controlling ODS emissions. This brings
the portfolio to a thematic balance nearly in line with the initial objectives
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* A council, constituting the main governiing body, that will meet at
least twice a year. The thirty-two seats will represent sixteen devel-
oping country constituencies, fourteen for industrial countries, and
two for economies in transition. Responsibility for conducting the
council's business will be shared by an elected chairman (the UN
model) and the GEP's chief executive officer (the Bretton Woods
model), who will also be the chairman of the GEF.
A functionally independent secretariat that will be administratively
supported by the World Bank but will report directly to the CEP's
council. This follows up on one of the main recommendations of a
rerent independent evaluation of the pilot phase.

Finanicial arrangemetit. A parallel negotiating process began in mid-1993
to replenish the GEF, which had committed, by spring 1994, about $750
million to more than one hundred projects throughout the world. Donors
agreed to provide more than $2 billion to the GEF's core fund for commit-
ment over three years. This sum, nearly three times larger than the core
fund during the pilot phase, is contributed over and above resources
channeled to regular official development assistance.

As for burden sharing, it was agreed that contributions would
be based on the formula used for the tenth replenishment of the
IDA (IDA-10) but with the understanding that the entire issue would
be reconsidered in the next replenishment exercise in three years.

Several countries have already pledged voluntary contributions in
addition to their shares. The United States will be the largest donor
(SDR 307 million), followed by Japan (SDR 296 million), Germany (SDR 171
million), France (SDR 102 million), and the United Kingdom (sDR 96
million).

of 30-40 percent for biodiversity, 40-50 percent for global warming, and
10-20 percent for international waters, with the rest dedicated to ozone
depletion projects. A regional breakdown of Bank-GEF core funding in
the first five tranches shows that 24 percent of funds allocated is for
projects in East Asia and the Pacific, 23 percent for Latin America and
the Caribbean, 20 percent for Africa, 12 percent for Europe and Central
Asia, 10 percent for South Asia, and 10 percent for the Middle East and
North Africa.

As of the end of June 1994, thirty-one projects had been approved by
Bank management for implementation (table 4.1), and project funds
were being disbursed for fifteen of these. These projects, totaling $280
nillion of GEF grant funds, include seventeen initiatives approved dur-
ing fiscal 1994 that are only beginning to disburse funds.
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Figure 4.1. G1F Investment Portfolio Development-Overview
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GEF project disbursements to date total more than $20 rnillion, and

nearly $30 milion of the project preparation advances (PPAs) are in-
clude" The rate of disbursement is better than that of average Bank-sup-
ported projects. Several factors probably account for this, including the
lack of substantive conditionality attached to GEF operations, which
allows them to be implemented sooner, and the relatively small size of
investments. The rate of project processing has increased rapidly during
the past year. During the first two years of the GEF, twenty-three projects
were appraised and fourteen were approved by Bank management. By
contrast, in fiscal 1994 alone, twenty-six projects were appraised, and
seventeen were approved. This points to a steep increase in disburse-
ments in the coming fiscal year.

GEF-Bank operations have encouraged the use of project prepara-
tion funds to prepare investmentsbetter. PPAs have increased dramati-
cally as a percentage of total allocated GEF funds during the past two
years, from less than 1 percent to just under 5 percent in 1993. So far,
PPAs have been approved for 26 projects and for initiation of project
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Table 4.1. CGEP Projects Approved

GEr grant Managenulet
finiditg approval
(nilhliotns date

Countryll Pro/eC! of dollars)

Fiscal 1994
Algeria El Kola National Park 912 4/94
China Sichlunn Gas Development and

Conservation 10.0 3/94
Costa Rica Grid-Integrated Advanced

Windpower 3.3 12/93"
Czech Republic Blodiversity Protection 2.0 10/93
Ecuador Biodiversity Protection 7.2 5/94
Indnnesia Biiodiversity Collections 7.2 6/94
Iran Teheran Transportation Emission

Reduction 2.0 10/93
Jamaica Demand Side Management 3.8 3/94
Lao PDR Wildlife and Protected Areas

Conservation 5.0 2/94
Mexico High Efficiency Lighting Pilot

Project 10.0 3/94
Philippines Conservation of Priority Protected

Areas 20.0 5/94
Geothermal Energy Development 30.0 5/94

Regional Wider Caribbean Initiative for
(Caribbean) Ship-Generated Waste 5.5 5/94

Oil Pollution Management 6.0
System for the Southwest 5.6c
Mediterranean Sea 5,8d

Slovak Republic Biodiversity Protection 2.3 9/93
Ukraine Transcarpathian Mountains

Biodiversity Protection 0.5 7/93
Danube Delta Biodiversity 1.5 6/94

Total 137.8

Prior tofiscal 1994
Belarus Biodiversity Protection 1.0 9/92
Bhutan Trust Fund for Environmental

Conservation 10.0 5/92
Bolivia Biodiversity Conservation 4.5 11/92
China Ship Waste Disposal 30.0 5/92
Congo Wildlands Protection 10.0 3/93
Egypt Red Sea Coastal and Marine

Resource Management 4.8 11/92
Ghana Coastal Wetlands Management 7.2 8/92
India Renewable Resource Management 26.0 12/92
Mauritius Sugar Bic-Energy Technolagy 3.3 2/92

(Table continirues on thefollowitng page.)
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Table 4.1 (continued)

GElgrant Managetuieti
fi-nding approval
(mlifllions date

Colittrl Project ofdollars)

Mexico Protected Areas Program 25.0 3/92
Poland Forest Biodiversity 4.5 12/91
Seychelles Biodiversity Conservation and

Marine Pollution Abatement 1.8 11/92
Thailand Promotion of Electricity Energy

Efficiency 9.5 4/93
Turkey In-Situ Conservation of Genetic

Biodiversity 5.1 2/93

Total 142.7

a. IDB Board.
b. Algeria.
C Morocco.
d. Tunisia.

studies, and they account for nearly $10 million of advance project
development, with nearly one-third of that amount already dis-
bursed. Of PPA funding, 51 percent has been used for biodiversity
projects, 23 percent for international waters, 21 percent for global
warming, and 5 percent for an ozone project. The high proportion of
PPA financing for biodiversity projects reflects the relatively complex
preparation work required, including extensive stakeholder consult-
ation and baseline surveys and analyses. Thirty-four percent of ap-
proved PPA financing has been for Africa, 30 percent for Europe and
Central Asia, 19 percent for Latin America and the Caribbean, and 18
percent for the Middle East and North Africa. No projects in the South
Asia or the East Asia and Pacific regions have received funds from the
PPA facility. However, seven projects received $6.4 million in project
preparatory funds from the UNDP's Pre-Investnment Studies Facility,
five of which were in East Asia and the Pacific and one each in the
South Asia and Africa regions.

Finally, nearly half (twenty-six) of the fifty-three Bank! GEF-supported
projects have benefited from being linked with specific Bank lending
operations. Associating GEF projects with related Bank initiatives was
conceived under the facility as a means not only of benefiting from the
Bank's institutional resources, but also-and more importantly-of
leveraging significant financial and policy gains. The resulting gains
have been substantial for increasing the scope and impact of GEF opera-
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tions. Additional multilateral and bilateral financing for GEF activities
has also been generated for promoting institutional anid policy reforms
benefical to global objectives. In addition, GEF leveraging has benefited
the Bank's agenda for environmentally sustainable development and has
helped promote internal institutional reforms toward greater transpar-
ency and accountability.

Local Participation

Although GEF project sites are chosen primarily for their biodiversity
values, relative impacts on global climate, or other biophysical criteria,
the long-term viability of those projects depends on social, economic,
and political factors as well. Local participation is therefore critical to
successful project implementation, especially of biodiversity projects,
and all GEF projects are required to collaborate closely with local com-
munities and other stakeholders whenever possible.

To assist its task managers and other interested groups, the Bank has
prepared Social Assessment Best Practice notes. These notes emphasize
the need for identifying all stakeholders (government agendes, local
communities, scientific institutions, NGOs, and the private sector) early
in project preparation and for engaging in repeated consultation and
inrormation exchange throughout project design and implementation.
Social assessment and participation are complementary activities that
provide crucial sociocultural information on potential areas of conflict
and ways to resolve them.

GEF projects have incorporated stakeholder participation through dif-
ferent mechanisms and to varying degrees-from discussion of only a
few project components to total delegation of responsibility for protected
area management. Most of the experience thus far has come from work
on design issues, as the following examples indicate.

* Preparatory work on the India Conservation of Biti'liversity
through Participatory Management Project used intensive partici-
patory rural appraisal techniques to prepare action plans for eight
national parks. A national NGO, the Indian Institute of Public Ad-
ministration, coordinated fieldwork by training state forestry offi-
cials in data gathering and analysis. Workshops held at each site
identified community needs, existing tenure and use rights, and
the activities that would be compatible with biodiversity conserva-
tion goals. In the spirit of ecodevelopment, the participants identi-
fied ways to make a living consistent with environmental and
resource conservation, such as through regulated harvesting of
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nontimnber products. Extension services for improving water con-
trol and soil erosion were also called for.

* The Ecuador Biodiversity Conservation Project provides another
example of intensive consultation with local groups. This project
($7.2 million) will strengthen the legal and regulatory system for
Ecuadoran protected areas, provide institution building for the
main agency responsible for managing protected areas in Ecuador,
carry out community activities, and develop protection and con-
servation infrastructure for eight protected areas. A new govern-
ment entity, INEFAN, was created by the project to manage
Ecuador's forests and national parks and protected areas system.
After the government structure and the legislation for boundary
demarcation and tourism control were in place, project preparation
proceeded with two workshops, for NGOs and the private sector, to
identify key critical sites and major issues. Various management
schemes were proposed for the priority sites, such as NGO manage-
ment, private sector investment in sustainable forest management,
joint NGO-village management, and local community management
(with some state support), in a reserve occupied by indigenous
peoples. Decisions on implementing the project willbe determined
by a regional coordinating committee, composed of representatives
of local communities, indigenous peoples, local NGOs, and INEFAN.
Education about, and a forum for discussing, natural resource use
will be provided not only through the committee's work in approv-
ing management pIans but also through technical advice to com-
munities in and around protected areas. This technical advice will
include how to deal with complex legal questions related to land
tenure, land use planning, and negotiations with resource extrac-
tion companies.

* The Conservation of Priority Protected Areas Project is unique in
that it consists of a grant to the Philippines ($2.9 million) and a
parallel grant of $17.1 million to NGOs for Integrated Protected
Areas, Inc. (NuA)-the first Global Environment Trust (GET) grant
to be made directly to an NGO. NIPA is a legally incorporated
nonprofit consortium of NGOs formed for the purpose of imple-
menting this project. Although project implementation will be
coordinated by a government-appointed, joint goverrnent-NGO
steering committee, project activities themselves will be carried out
mostly by NIwA, NGOs, and local comrnunities. A protected area
managementboard wilibe established for each of the ten protected
areas covered by the project. The board will be responsible for
formulating the management plan for its protected area and for
approving small grants and loans to local community members for
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financially and environmentally sustainable activities. NIPA will
coordinate local NGO activities, provide technical assistance, moni-
tor project imnplementation, and serve as trustee and manager of a
fund for alternative livelihood activities in and around the selected
areas.

Sustairnable Recurrenit Cost Fintiacittg

For environmental activities to be sustainable over the long run, reliable
sources of financing must be found, and prices must be consistent with
the economic value of the resources concemed. Projects currently under
implementation are experimenting with a variety of solutions to the
problem of sustainable recurrent cost financing-for instance, adapting
new energy technologies, finding appropriate taxation and pricing levels
of user fees (as part of ecotourism or protected area projects), and
establishing biodiversity trust funds.

PRICING AND USER FEES. Sound pricing policies and appropriate market
incentives are particularly important in the projects to reduce global
warming being carried out by utility corporations, whether publicly or
privately owned. This strong link between policy and greenhouse gas
reduction is reflected in both the China Sichuan Gas Transmission and
Distribution Project and the Jamaica Demand-Side Management Dem-
onstration Project. In the Sichuan project, agreement on gas sectorpricing
was critical to proceeding with the GEF grant, since activities to reduce
methane gas emissions would not be financially sustainable beyond the
project period if gas prices did not reach competitive international levels
over a reasonable phase-in period. Such agreement and periodic consult-
ations on pricing levels are designed to maintain appropriate pricing
signals in this important energy subsector. Similarly, demand side man-
agement initiatives, as tested in Jamaica (box 4.4), would not be expand-
able over the longer term if the overall policy framework were not
consistent with GEP goals for energy efficiency and conservation. Agree-
ment on such a policy framework has therefore been an important
element of the project preparation process, and implementation is con-
ditional on the adoption of the policy changes.

The irnportance of appropriate pricing signals is not limited to the
global warming field, however. The sustainability of international wa-
ters protection is linked to the establishment of pricing and enforcement
mechanisms for ensuring that waste producers pay their waste disposal
costs. Such mechanisms will be tested in the China Ship Waste Disposal
Project, effective in December 1992, after the ship waste facilities have
been constructed and the ship monitoring systems are in operation.
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Box 4.4. Jamaica: Demand-Side Management Demonstration
Project

TheJamaica Demand-Side Management Demonstration Project illustrates
institutional and technical means for improving theefficiencyof electricity
use in the commercial and household sectors of this island nation. Al-
though small by world standards, the activity has become highly visible
in the Jamaican energy context and is piloting an approach that could be
expanded both domestically and internationally.

The project evolved from a 1990 study, "Power by Efficiency," by the
Jamaica Public Service utility organization (s). Subsequent studies on
energy saving programs such as cogeneration in hotels and efficient
lighting in residences were funded by the Rockefeller Foundation. Techni-
cal support was provided by the Conservation Law Foundation of New
England, the Resources Development Foundation, and the Biomass Users
Network. A concurrent UNDP/World Bank Energy Sector Management
Assistance Program (SMmAI) on energy savings contributed to a 1991 IDB
loan (with a small energy conservation component) to JrS.

All parties agreed on the potential for energy savings, but there was
debate abouthow to promote energy efficiency and capture these savings
in practice. Consensus emergecd during the eighteen months of project
preparation infavor of associating the efficiency program directlywith the
planning of future generation capacity requirements. Subsequently, JPS
reorganized into two major departments-one for planning, energy con-
servation, and management of transmission facilities and the other for
management of the generation plants-with an eye to privatization over
the medium term.Thispaved theway forproject appraisal inOctober1993
(the appraisal team indcuded two NGO representatives) and approval of the
grant in March 1994.

A high level of client commitment and broad participation have been
evident throughout project preparation and project launch activities. A
full-time Jamaican manager with more than a decade of demand-side
management experience in North America was hired to provide lead-
ership and to integrate efficiency goals into the management and
planning practices at ips. Broad participation has been encouraged
through outreach activities supported by the Jamaica Environment Trust
and conservation awareness programs in the public school system. The
projectwas officially launched at a ceremony presidedoverby the minister
of public utilities, mining, and energy and attended by students, repre-
sentatives of local NGOS, the media, and the donor community. A na-
tional school essay contest on topics related to energy savings will be
used by Jrs to select the initial test families to receive compact fluorescent
lightbulbs under a pilot residential program.
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Similarly, discussions are under way with operators of cruise ships
plying the Caribbean to agree on an appropriate user fee for vessels
discharging wastes at land facilities in the area rather than dumping
wastes at sea. Such agreement will be an important element of the
proposed Organization of Eastern Caribbean States (OECS) Waste Dis-
posal Project

Biodiversity conservation and the ability to manage protected areas
(including national parks, ecological reserves, and World Heaitage Sites)
over the long term are also intrinsically linked to appropriate resource
costing. This may take a variety of forms-from competitive pricing of
timber concessions and stumpage rates, to explicit valuation of water-
shed protection services and genetic pools, to park user fees that reflect
an ecosystem's carrying capacity for human visitors. Approaches are
now being tested in national programs and GEF-supported projects to
cost resources appropriately and to meet the recurrent costs of maintain-
ing them. For example, the five biodiversity conservation projects in
Eastern Europe are studying what level of user fees would meet conser-
vation objectives and still ensure enough park receipts for the operation,
maintenance, and investrnent costs of the park system.

TRUST FUNDS. The establishment of biodiversity trust funds is another
possible solution to the problems of insuffic:2nt and urveliable local
funding. In addition to providmg a stable and consistent stream of
income to meet the recurrent costs of conservation areas, secondary
benefits may include: the funding of smaller and more diverse types of
activities than are possible with conventional investment lending; a
better match between financial flo.ws and absorptive capacity; promo-
tion of long-term capacity building, broad participation, and local em-
powerment; and the provision of a flexible mechanism for the
cofinancing of conservationr

The GEF has pioneered the trust fund experiment under two quite
different conditions, in the Bhutan Environmental Conservation Project
and the tn-country Foundation for Eastem Carpathian Biodiversity
Conservation. The GET contribution to the Bhutan trust fund was split
into two tranches, totaling $10 million In addition, $3 million in cofi-
nancng was raised from the Netherlands, Norway, and the World Wild-
life Fund (WWF-USA). Guidelines for submitting projects have been
agreed to, and a review body has been established. For example, re-
sources have been allocated to a community adjacent to the Royal Manas
National Park for relieving pressure on wildlife by creating a buffer zone
through community reforestation programs, crop production, and
aquaculture. Initial retums on investment have not been fully successful,
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however, and a modest drawdown of the principal was needed to
enlarge the conservation program.

The Foundation for Eastern Carpathian Biodiversity Conservation, on
the other hand, is an offshore fund involving three countries (Poland, the
Slovak Republic, and Ukraine) and several donors, including the World
Bank, the MacArthur Foundation, and the WWF-USA. An initial endow-
ment of $600,000 and an additional 100,000 European currency units
from the PHARE program of the European Union have been used to begin
immediate biodiversity protection investments. Progress has been slow
and complicated, only in part because of the number of participants. It
would appear that the costs associated withestablishing an offshore trust
are significant in terms of long legal procedures and requirements that
have delayed the trust's effectiveness.

The appeal of trust funds as a means of ensuring the availability of
funds to cover recurrent costs has led to burgeoning demand for best-
practice gudance from the GEF. In response, this year the Bankproduced
"Issues and Options in the Design of GEE-Supported Trust Funds for
Biodiversity Conservation." The paper argues that experience thus far
in GEF projects indicates that despite their appeal, trust funds are not a
panacea and have several drawbacks. Trust funds that seek to meet
recurrent costs from net income while maintaining the value of their
assets in real terms require complex financial and administrative ar-
raangenients and, if the initial endowment is small, may generate only
smail income. Net inco.zne may display annual fluctuations as well,
requiring considerable management skill for its stabilization. Where
grant resources for biodiversity conservation are scarce and biodiversity
losses rapid, locking up large amounts of capital that could otherwise be
applied to urgent conservation needs may not be the most efficient way
to achieve biodiversity conservation. Therefore, GEE experience indicates
that trust funds should be chosen only after a review of all other, often
simpler, means of securing recurrent cost financing have been examined
and deemed nonfeasible or inappropriate.

Nevertheless, despite their financial limitations, trust funds provide
an opportunity to build partnerships among local community benefici-
aries, local and international NGoIs, the private sector, and other stake-
holders. Because financial resources are guaranteed in perpetuity and
not merely for the life of a project, it is especially important to involve all
actors and to secure their ownership of the fund's activities. For instance,
for the Bwindi Forest Trust Fund of Uganda (approval expected in early
fiscal 1995), the Wildlife Clubs of Uganda will represent local NOsO, CARE
will represent international NGOs, and Mkerere University will be repre-
sented because of its research expertise in the area. The board will
allocate 60 percent of the net income of the trust, or about $240,000 per
year, to conservation-oriented community development activities pro-
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posed by local communities. Such activities would include agroforestry,
traditional beekeeping, fruit growing, vine basketry, and operation of
onfarm peri-forest timber lots.

Regio ial Cooperation

Since global environment problems do not recognize political bounda-
ries, a challenge for GeF projects is to develop institutional cooperation
and implementation arrangements that re flect the transnational charac-
ter of some GEF focal problems (such as international waters protection)
and to provide a workable basis for problem solving across national
borders. In some cases the preferred approach has been to support
regional, transnational efforts, working with existing or new regional
institutions and providing them with the resources and authority for
monitoring, analyzing, planrning, and facilitating conflict resolution. hI
other cases, countries have preferred to work togefler on a project that
is regional in scope but that is executed at the national level, in close
coordination with the partner countries.

The Lake Victoria Ecosystem Management Project (preparation to begin
in fiscal 1995) is a model for regional cooperation. Preparation wrl be
managed jointly by the duee partidpating countries, Kenya, Tanzania, and
Uganda. Each country either is leading the preparatory work in one of the
project's focal areas of fisheries management and water quality or is hosting
the regional secretariat, with support from the other two participants.

In the Caribbean, two regional initiatives are under way with GEF
support to address ship waste disposal problems. Due to differences in
project activities and objectives, the institutional and implementation
arrangements selected by participating countries for each project also
differ In the case of the Wider Caribbean Initiative for Disposal of
Ship-Generated Waste, the goal of the project is to develop a coordinated
strategy across the twenty-nine countries of the Wider Caribbean (wc)
for ratifying the MARPOL (Marine Pollution) Conventions, with particu-
lar reference to Annex V wastes. This involves assessing the legal and
regulatory frameworks in wc countries and identifying changes that
would be required, identifying potential waste disposal sites throughout
the wc, recommending an optimal siting strategy, assessing the current
institutional arrangements for managing waste disposal, and recom-
mending the modifications needed for effective management of ship
wastes. Given the need for a coordinated approach across countries and
for a regional strategy, the countries of the WC opted for a regional project
that would be iinplemented by the International Maritime Organization
(EMo), in dose consultation with national authorities.

In contrast, the proposed $14-million OECS Waste Disposal Project,
covering the six Eastern Caribbean States, has been developed as a
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regional initiative but will be implemented with financial and technical
assistance provided via GET grants and associated loans or credits from
the Bank, the EIB, and the Caribbean Developn-ent Bank (CDB) to national
entities, This approach appeared most apprropriate to the participating
countries because they have already ratified or are in the process of
ratifying MARPOL, and the project funding will support primarily coun-
try-specific investments. Where funding will support implementation of
a regional component (for monitoring and evaluation or for preparation
of a regional sewerage strategy), each recipient country has agreed to
contribute its share of funding to a special project unit managed by the
OECS secretariat. Thus, implementation arrangements have both national
and regional elements within the same project.

Regional cooperation involves breakthroughs in political and techno-
logical arenas. A project preparation advance of $05 million was ap-
proved this year for the Intemational Fund for the Aral Sea. This is a
regional institution established by the heads of five Central Asia states
(Kazakhstan, the Kyrgz Republic, Tajikistan, Turkmenistan, and Uzbek-
istan) to finance the Aral Sea Environment Assistance Program and
marks the first major effort at collaboration for these newly independent
countries. The advance will fund water quality and management feasi-
bility studies, as well as institutional support for the Executive Commit-
tee of the Interstate Council for Addressing the Aral Sea Crisis (icAs), the
institution spearheading the Aral Sea initiative.

In coordinating efforts toward biodiversity protection in Eastern and
Central Europe, the Bank has worked on building networks, from early
project identification to implementation, among five GEF-supported Bio-
diversity Protection Projects ($10.3 million) in Belarus, the Czech Repub-
lic, Poland, the Slovak Republic, and Ukraine. To consolidate the
network of project management teams in the region, a meeting took place
in November 1993. in Warsaw, Poland, where the members of all five
projects had their first opportunity to discuss common concerns and
experiences in the implementation of their projects, rangingfrom admin-
istrative to technical and scientific issues. As a result of this initial
gathering, the project managers agreed to meet every four to five months
thereafter.

To increase the potential for continued cooperation e: A communica-
tion between the five projects, the Ecological Sciences Division of UNESCO
is cooperating with the World Bank in developing a computer network
between the projects themselves and, through ECONET, with other agen-
cies and organizations working in the field of biodiversity protection.
Two of these projects, in Poland and Belarus, already have direct
electronic mail connections through the Bank's electronic mail system.
The international cooperation displayed between these five nations has
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attracted wide donor interest, and -nearly $10 million has already been
generated for Eastern and Central European biodiversity protection
efforts, almost matching the $103 million GEp contribution.

Institutiontal Issutes atnd Capacity Buildintg

Successful implementation of environmental projects depends on hav-
ing realistic, enforceable, and appropriate legislation; strong institutions
capable of designing, implementing, monitoring, and evaluating coor-
dinated envirorunental activities; and well-trained, knowledgeable staff.
All too frequently, there are either no national and local institutions
responsible for enviromnental policies and projects, or they are new and
inexperienced. These weak institutions are a main reason why project
preparation has taken longer in GEF projects than for standard Bank
operations. Additionally, training in enviromnental sciences, natural
resource economics, and environmental management is weak in many
of the world's least-developed countries, necessitating long-term invest-
ments in institution building and training. Consequently, most GEF pro-
jects include measures for improving relevant legal frameworks, for
institutional strengthening, and for capacity building and training.

LEGAL FRAmEwoRK. GEF assistance for assessing and recommending
legal and regulatory frameworks for GEF focal areas usualy begins in the
design phase of a project, with project preparation assistance. Key legal
and policy issues are identified, usually in collaboration with work on
Bank-funded operations, although few GEF projects insist on policy
conditionality. Several GEF projects are associated with Bank projects
focusing on policy frameworks, however.

The following projects have examined legal and regulatory frame-
works to ensure the long-term sustainability of projects and their effec-
tive integration into various national and international policies and
strategies:

* The Lao PDRWildlife andProtected Areas Conservation Projectwas
linked to adoption of new forest laws.

* The Ecuador Biodiversity Protection Project will assist with the
assessment of, and recommendations for, legal and regulatory
changes to ensure sound management of protected areas, indige-
nous peoples' rights in protected areas, appropriate pricing for
visitor access to national parks, and land use planning policies that
encourage sustainable resource use.

* The Wider Caribbean Initiative for Disposal of Ship-Generated
Waste will provide support for assessing the current legal and



148

regulatory frameworks related to waste disposal in the Wider
Caribbean countries and for recommending changes to enable
participating countries to ratify and fully comply with MARPOL
requirements.

* The Southwest Mediterranean Sea Oil Pollution Management Pro-
ject pays considerable attention to the environmental legislation
governing the treatment of oil spills in the three participating
countries, Algeria, Morocco, and Tunisia. The project's legal advis-
ers are working closely to harmonize penalties across the three
countries for noncompliance with environnmental regulations and
to ensure consistency in legal recourse.

INSTITuTION BUILDING. As discussed in several contexts in this report, the
national entities responsible for environmental policy and project imple-
mentation in developing countries are often young and weak. The GEF
is financing the establishment or strengthening of environment minis-
tries, national park services, offices of technrology assessment, and other
relevant institutions in virtually all of its projects. For example, in the
Peru Parks and Protected Areas Project, the GEF has been a catalyst for
institution building in a country with weak public environmental agen-
cies. Following substantial progress in project preparation, the Peruvian
government created PROFONANPE to manage the trust fund that would
be established with GET funding (as well as with contributions from other
donors, debt swaps, and so forth). The GETes project preparation advance
provided support for developing sound financial management and con-
trol systems, as well as for strengthening PROFONANPE. Pending the
approval of the GET grant, PROFONANPE has been operating for the past
year with bilateral contributions.

CAPACITY BUILDING. An important challenge for the GEF is to help build
capacity in developing countries, through training courses, for all types
of environmental mnanagement and research and for creating partner-
ships between governments, NGOs, and local and academic communi-
ties. Therefore, training is addressed in all GEF projects. This may include
short courses in economics, forestry, park management, water quality
monitoring, project appraisal (especially useful for incremental cost
calculations for global-warmning projects), and other sciences, as well as
courses in project management, accounting, and evaluation methodolo-
gies. Training is offered to all levels of project personnel, including
project and NGO staff, the scientific community, and other personnel
directly associated with project implementation. The experience in ca-
pacity building in Indonesia (box 4.5) illustrates one form the training
can take.
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Box 4.5. Indonesia: Strengthening In-Country Use
of Biological Information

Indonesia covers only 13 percent of the world's surface but supports 10
percent of the world's remaining closed, tropical forests, as well as rich
coastal and marine habitats. The 17,000 islands of the archipelago contain
an estimated 15,000 to 25,000 species of plants (one-tenth of the world's
total), 25 percent of the world's freshwater and marine fish, 17 percent of
all bird species, 16 percent of all reptile and amphibian species, 12 percent
of the world's mammals, and unknown numbers of invertebrates, fungi,
and microorganisms. Many of these species are unique to the Indonesian
islands. lndonesias biological resources are economically important, both
glDbally and nationally, yet probably 30 percent of the flora and 90 percent
of the fauna are not yet fully described or scientifically documented.

A new GEF project to help restore, rehabilitate, and expand existing
botanical and zoological coilections in Indonesia will strengthen the coun-
trys scientific capacity and provide a secure national base for biodiversity
knowledge. The Biodiversity Collections Project will help Indonesian
scientists to catalogue, inventory, and monitor Indonesia's biological re-
sources. The national herbarium and zoological collections were begun
in colonial times, and the herbarium collections include more than 1.6
million specimens, the most important botanical collection in Southeast
Asia. The project will provide resources to rehabilitate the existing collec-
tions and to train national systematists and technicians. The project will
also allow Indonesian scientists to access existing biological information
held outside Indonesia by strengthening linkages and the exchange of
expertise with herbaria and zoological museums in Australia, Europe, and
North America. All information will be available on computer databases
that allow easy access and dissemination of pivotal information on biodi-
versity.

At a time when even scientific institutions in industrial countries are
short of funds, this project addresses some of the most frequently ex-
pressed needs of developing countries: repatriation of knowledge,
strengthening and capacity building of local institutions, and improved
exchange of biological information.

Team building is an important element in capacity building and is
especially relevant. for the formerly centrally planned economies and
where project staff are reluctant to make decisions. For the Russia Natu-
ral Resources Management and Biodiversity Project project preparation
advance (PPA) , for example, workshops will be held during project
design for scientists and other project personnel to set the main objectives
and priority work program.
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Parttersirips wi tlt Othrer Ilnstitutiotns

CEF projects rely on a broad range of institutions as partners in preparing
and implementing project activities. Innovation in financing channels
provides an important opportunity to harness the motivation and en-
trepreneurial vigor of a variety of development actors in partnership
with governments. These GEFpartners include regionalandinternational
organizations and multilateral development banks, as well as special
initiatives with the IFC. Additionally, with GEF grant resources, the usual
requirement for government guarantees of loans is unnecessary, making
possible more flexible arrangements for channeling resources directly to
NGOs, local communities, and the private sector.

REGIoNAL AND INTERNATIONAL ORGANIZATIONS. These organizations
have been tapped for their expertise in analyzing and resolving global
environmental issues. For example, the IMo has collaborated with the
Bank in developing the Wider Caribbean Initiative for Disposal of Ship-
Generated Waste and will be the executing agency for the implementa-
tion phase. The OEcS also provided regional support for development of
the OECS Waste Disposal Project, and a specialized project management
unit will direct project activities that are regional in scope during the
implementation phase.

Multilateral organizations are working in association with the Bank in
developing pilot-phase GEF projects. For example, the IDB, working
closely with the Costa Rican national utility company, submitted the
Costa Rica Grid-Integrated Project to the participants as part of the
pilot-phase program to reduce global warming. During preparation, the
IDB performed the functions the World Bank would normally execute as
a GEF implementing agency (technical advice, appraisal, negotiations,
and approval). During implementation, the IDB will be responsible for
project supervision, management of disbursements, and audit review.
This collaboration has provided valuable experience for the future struc-
turing of operational relationships between the Bank and regional devel-
opment banks during the permanent phase of the GEF in order to
maximize the benefits of decentralization while ensuring accountability
to the participants.

An emerging method for building partnerships between the govern-
ment and NGOs in GEF project design and implementation has been to
support either alternative livelihood activities (as part of integrated con-
servation and development programs) or direct conservation activities by
local communities and NGOs. These two approaches feature in the Bank's
GEF portfolio, with some variation in the local management arrangr2-
ments project by projedL
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Alternative Livelihood funds are included in GEI biodiversity conser-
vation projects in Congo, Ghana, Lao PDR, the Plhilippines, and Roma-
nia's Danube Delta. For example, the IUCN has been authorized by the
govemment of Congo to administer alternative livelihood funds totalLng
$700,000 for the Nouabale-Ndoki, Conkouati, Dimonika, and Lake Tele
protected areas to encourage biologically sustainable economic activities
by communities in the buffer zones around the protected areas; these
include production of nontimber forest products and medicinal plants
and developing limited ecotourism. WWF-USA will help design a conser-
vation trust fund, to be financed outside the project, and will train Congo
nationals to manage it. Assistance will be provided to strengthen the
administrative capacity and skills of local NGOs to expand beyond gov-
ernment inmplementation capacity for conservation actions.

Small grants for direct conservation activities are included in the
Bank-GEF Czech and Slovak biodiversity projects. For example, the first
round of grants has already been made to the Slovak Republic's GEF
Biodiversity Conservation project from the small grant fund adminis-
tered by the government's project management unit. For the eight grants
made, $235 has been provided to the Bratislava Section of the Slovak
Union (a national NGO) for protection programs for the spring migration
of frogs, and $2,220 has gone toward protecting endangered waterfowl
near the Danube River.

Combatinig Ozorne Depletion

The Montreal Protocol on Substances That Deplete the Ozone Layer was
adopted in 1987 by more than twenty countries. Parties to tie Montreal
Protocol (MlP) agreed to institute control measures for eliminating the
production and consumption of ozone depleting chemicals by 1996, with
developing countries having a ten-year grace period. The Montreal
Protocol has been ratified by more than a hundred countries, and its
provisions have already significantly decreased the amounts of ozone
depleting substances (oDss) emitted into the atmosphere.

The World Bank is in its third year as an implementing agency of the
Multilateral Fund for the Implementation of the Montreal Protocol
(MFmp). The Bank and its clients have operations in fourteen countries
around the world, and operations are forthcoming for many more. Tlle
grant portfolio approved by the MFMP Executive Committee has grown
from less than $5 million in 1991 to close to $8& ;lillion as of the end of
fiscal 1994. To date the Bank has reached agreenitent with twelve coun-
tries for fourteen projects, committing almost half of the grant resources.
The majority of commitments have been in East Asia, South Asia, and
Latin America. Several activities are also under way in Europe, the
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Middle East, and North Africa, and efforts have been made to initiate
work in Sub-Saharan Africa. In fiscal 1994 Bank management approved
seven project packages for implementation, totaling $26 million in com-
mitments, Through June 1994, $6 million had been disbursed; however,
as almost 80 percent of MFMP-approved resources were committed by the
Bank in fiscal 1994, disbursements are expected to increase rapidly
during fiscal 1995. Table 4.2 shows all MP:MP projects approved by Bank

Table 4.2. MFMP Projects Approved by Bank Management
through Fiscal 1994

MFMP grant
agreeitetot
amtnounlit Management
(millions approval

Contitry Project of dollars) date

Fiscal 1994
Brazil Ozone Depleting Substances

Phaseout I $2.9a 12/93
China Ozone Depleting Substances

PhaseoutI $6.9 11/93
China Ozone Depleting Substances

Phaseout II $4.9 5/94
Ecuador Ozcxre Depleting Substances

Phaseoutl $1.6 10/93
Jordan Ozone Depleting Substances

Project I $1.5 9/93
Tunisia Ozone Depleting Substances

Project I $1.8 6/94
Turkey Ozone Depleting Substances

Project I $6.2 1/94

Total $25.8

Prior to fiscal 1994
Chile Ozone Depleting Substances

Phaseout I $1.2 6/93
Malaysia Ozone Depleting Substances

Phaseout I $1.6 11/92
Mexico Mobile Air Conditioning

Recycling $02 3/92
Mexico Ozone Protection $4.0 11/92
Philippines Ozone Depleting Substances

Engineering $OA 1/92
Thailand Ozone Depleting Substances

Engineering $OA 1/92
Venezuela Ozone Depleting Substances I $1.3 4/93

Total $34.9
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management through fiscal 1994. Examples of the fund's activities and
projects in the pipeline follow.

* The Bankhas assisted the government of Argentina with the prepa-
ration of its country program for the phaseout of ODS and with the
identification of a pipeline of projects totaling over $40 million.

* In China the Bank is working with the National Environmental
Protection Agency to prepare the third ODS Phaseout Project ($80
million), which will consist of an umbrella agreement expected to
cover MP projects for two to three years. The projects will support
technology transfer in all of the sectors that use substances regu-
lated by the Montreal Protocol: aerosols, domestic and commercial
refrigerants, and foams and solvents.

* In Jordan, a project to produce a replacement for CFC propellant
will use a hydrogenation process that has never been used in a
developing country. This project will allow aerosol manufacturers
to introduce locally made non-ODS substitutes.

* In Turkey a compressor and refrigerator manufacturer has signifi-
cantly reduced the use of CFC-ll in refrigerator walls. The company
has also re-engineered its line of compressors to rely on non-oDS
substances and is currently field testing these new compressor
designs.

* In Venezuela the first MP project to be fully implemented by one of
the Bank's clients will result in the phaseout of over 250 tons of
CFC-11 a year.



PART 2

Equippitng the Bank and Reaching Out

Part 2 addresses how the Bank is better equipping itself for achieving the
goals of its environmental agenda described in Part 1. Actions have been
taken to increase environmental staff and improve both training and the
World Bank's dialogue with ou!5ide partners.
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5. Building Capacity
for the Task

:~~~U I

WORLD BANK PHoTo/CurEr CARNMARK

Over the past year the Environment Department has coordinated efforts to
incorporate social concerns into the Bank's development work. In particular, a
"Participation Sourcebook" is being prepared to help Bank task managers in-
clude and learn from the views of people affected by projects, such as these
villagers in Mali.
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Chapters 1 through 4 have described the World BEank's large and growing
environmental agenda. This chapter addresses how the Bank is equip-
ping itself for the task in two respects. The first involves internal capacity
building, through improved staffing, training, and management prac-
tices. The second involves the Bank's external relationships and includes
(a) partnership building with official and nongovernmental organiza-
tions and (b) improved communication and openness. These two ele-
ments are addressed in turn.

Building Internal Capacity

Skills Mix anid Nimbers

The past year has provided an opportunity to strengthen the Bank's skills
mix in line with the reorganization of 1993 (box 5.1) and a Bank-wide
assessment of environmental staffing needs. That assessment found a
shortfall in a number of critical skills areas and resulted in the creation
of twenty-seven new positions for technical environmental specialists
and twelve new positions for social scientists throughout the Bank.
Envirornental skills were enhanced in the biological sciences (especially
biodiversity and terrestrial, freshwater, and marine ecology), environ-
mental engineering (in air and water quality and hazardous waste
management), forestry and protected areas management, and environ-
mental economics and indicators. Social skills were strengthened in the
sociological and anthropological fields dealing with indigenous peoples,
resettlement, social impact analysis, and community participation.

As part of the Bank's general strategy of moving more specialists to
country operations, the number of full-time environmental specialists
and long-term consultants witiin country departments grew to around
ninety, from some thirty last year. In addition, by year's end the central
Envirorunent Department and the four regional environment divisions
comprised 162 higher-level staff and long-term consultants. The new
Envirorment, Agriculture, and Infrastructure research division in the
Policy Research Department (created in 1993) also was strengthened
during the year. And other support units of the Bank, including the Legal
Departnent and the EDI, maintained or increased their environmental
staff levels. Taken together, more than 300 high-level staff and long-term
consultants are now working on environmentalmatters in the Bank. This
does not indude the significant number of technical specialists working
in water and sanitation, energy, health, economics, and other areas
related to the environment. Nor does it reflect the total number of
staff-years involved in environmental work, since all task managers and
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Box 5.1. Improved Structure to Enhance Bank Priorities

The Bank mDdified its structure in 1993 to strengthen delivery of services
to borrowers. The changes involved replacing the central vice presidency
for Sector and Operations Policy with three new vice presidencies: u-SD,
Human Resources Development and Operations Policy, and Financial and
Private Sector Development. These central vice presidencies were charged
with providing policy guidance, operational support, and dissemination
of good practices to assist member countries and improve project perform-
ance. Regional technical staff also were realigned to better provide special-
ized servires for project preparation and supervision.

The uso vice presidency encompasses three existing departments: the
Environment Department (ENv), the Agriculture and Natural Resources
Development Department (AGR); and the Transport, Water, and Urban
Development Department (Twu). ENV continued to be responsible for
coordinating the Bank's overall environmental policies and associated
development approaches. The department was reorganized and ex-
panded from three divisions to four the Land, Water, and Natural Habitats
Division; the Pollution and Environmental Economics Division; a new
Social Policy and Resettlement Division; and the Global Environment
Coordination Division (the coordinating unit for all GEI investment pro-
jects managed by the Bank, as well as projects implemented with resources
from the Montreal Protocol Multilateral Fund).

Other departments in ESD also maintained or expanded their environ-
mental roles. In the Agriculture and Natural Resources Department,a new
Natural Resources Division was established to better promote sustainable
management and use of soil, water, and forest resources. The Twu Depart-
ment continued to lead the Bank's work in sanitation and water supply,
urban management, and transport-related environmental issues.

country officers and some finance and extemal relations staff now spend
time on the environment as an integral part of the Bank's core agenda.

During the year the three departments of the vice presidency for
Envirornmentally Sustainable Development-the Environment Depart-
ment, the Agriculture and Natural Resources Department, and the Trans-
port, Water, and Urban Development Department-dramatically
increased their level of direct operational support to the regions in
natural resources, pollution control, social issues, and urban environ-
mental management. In the Environment Department alone, through
staff increase and substantial staff redeployment, support to operations
tripled, with the highest demands coming from Eastern and Central
Europe (including the iepublics of the former Soviet Union) and
Sub-Saharan Africa.
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Similarly, country departments within the regions continued to adjust
and refine their structures to better support borrowers in the environ-
mental aspects of projects and sector work. All twenty-two country
departments have environmental coordinators, and most now have
operational units or sections dedicated to environmental work, often in
conjunction with another prnminent sector. Going one step farther, the
IrLdonesia country department created an Environmental and Social
Impact Unit in Jakarta, the first such effort at the level of a resident
mnission.

As country departments' expertise has grown, the regional environ-
ment divisions have undertaken more regionwide initiatives, including
strategic work and pilot projects, in addition to maintaining formal
project environmental review and clearance functions.

* The Asia Technical Departmnent Environment and Natural Re-
sources Development Division (ASTEN) gave high priority to pro-
ducing a major environmental strategy for Asia, as outlined in
Toward an Environmental Strategy for Asia (Brandon and
Ramankutty 1993). ASTEN also began to implement the Asia Biodi-
versity Strategy completed in 1993, created a regional environ-
mental working group on industry and energy, and, through the
MEIP, initiated local demonstration projects on community man-
agement, sanitation, and environmental protection.

a The Latin Arne ;ca and Caribbean Department Environment Divi-
sion (LATEN) emphasized regionwide capacity building for EA,
indigenous peoples, and resettlement issues. Its new EA guidelines
for privatization loans have been adopted Bank-wide. Aiming to
better integrate environmental work within operations, the region
also decided at the end of fiscal 1994 to create environmental
divisions in each country department still lacking one, in order to
enhance technical assistance and operational support to borrowers
preparing EAS, strengthen environmental country and sector dia-
logue, and manage the growing environmrental portfolio.

* The Europe and Central Asia/Middle East and North Africa Tech-
nical Department Environment Division (EMTEN) sought to further
strengthen country departments' environmental skills and shifted
toward demand-driven, specialized support for country depart-
ment strategies. A highlight of EMTEN's fiscal 1994 work program
was the completion of the regional Environmental Action Pro-
gramme for Central and Eastern Europe, endorsed at the Lucerne
Environment for Europe ministerial conference and published in
the second half of the fiscal year (see chapter 1). In parallel, the
Middle East and North Africa region organized a major environ-



160

mental conference in Casablanca, focusing on regional environ-
mental issues.

* The Africa Technical Department Environmentally Sustainable De-
velopment Division (AFrES) gave dear priority to assisting coun-
tries in building their national environmental capacity. Since the
Africa region has the majority of active IDA borrowers, this region
placed particular emphasis on technical assistance and dialogue
conceming the national environmental action planning process in
each country. Several of these planning efforts led to identification
of environmental or natural resource investnment projects (see chap-
ter 1). In some cases in which local capacity was particularly
limited, the Bank's support included producing country environ-
mental strategies as background for the NEA" process. Special
attention also was paid to providing technical assistance for na-
tional biodiversity conservation strategy studies, and work began
toward a post-UNCED strategy for Sub-Saharan Africa.

In the Policy Research Department, an Environment, Infrastructure,
and Agriculture Division (PRDEI) was created to study environmental
issues. Its completed and recently initiated work includes studies on
pollution, health issues, and deforestation.

* Using a massive U.S. data base, comprehensive estimates of mar-
ginal and average abatement cost by industrial sector for several
major air and water pollutants were calculated. Although U.S.
estimates ale broadly representative at the sectoral level and hence
can be used to analyze pollution regulations in other countries,
future work will focus on using data from developing countries.

* On the benefit side of pollution control, a study measured the health
effects of particulates and ozone on acute respiratory illness in
Taiwan, China. A contingent valuation study estimated that people
there were willing to pay $10, on average, to avoid a day of minor
respiratory illness. A similar study is planned for Delhi, India.

* In additional work on health, staff of PRDEI collaborated with other
PRD staff to collect survey data on and begin analyzing living
standards of households in Tanzania hard hit by the AIDS (acquired
irnmunodeficiency syndrome) epidemic. The analysis focuses on
tle effects of premature adult mortality and on the costs and
benefits of alternative policies to reduce these effects.

* A series of research studies is examnining the sources, nature, and
impact of tropical deforestation. The first studies, currently under
way in Belize and Thailand, will analyze in an economic and
geographic framework how land characteristics, government poli-
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cies, agricultural markets, roads, timber extraction, and population
distribution interact to affect deforestation in tropical countries.

Environmental Trainfintg

A 1993 assessment of the Bank's training programs recommended more
systematic core environmental training for Bank nonenvironmental
staff, along with continued upgrading of eLonomic and technical skills.
In line with this, some 70 to 80 percent of operations staff have been
targeted to receive basic environmental training over the next two years.
Central to adiieving this goal was the establishment of a new flagship
course, "Fundamentals of Environmental Management." This course
provides an overview of ecological and economic principles and a
number of technical, social, and institutional issues important for the
Bank's work in EA, NEAPs, and environmental project preparation.

More specialized Bank-wide environmental courses in specific sectors
and issues continue to be offered. Overall in fiscal 1994, the Training
Division sponsored twenty-one courses, averaging two days each and
reaching more than 550 staff throughout the Bank (see table 5.1). These
courses were built on good-practice cases, highlighting analytical tech-
niques and emphasizing the operational aspects of Bank policies and
procedures. The EA courses continued to reach the greatest number of
sectoral staff, but environmental economics courses remain particularly
popular among economists and noneconomnists alike. A new annual
course, "Principles of Environrnental Institution Building," was intro-
duced to address special institutional issues in environmental manage-
ment. These courses are all led by Bank specialists, increasingly in
coilaboration with developing country practitioners who lend valuable
field experience and firsthand knowledge.

In addition to Bank-wide training offered by the Training Division,
numerous specialized courses, workshops, and semiinars continued to
be given within the regions and country departrnents to address special
envirorunental issues or project-related training needs. For example, the
Latin American region has begun regional training on social assessment
and participation in Bank-assisted operation s as groundwork for intro-
ducing social assessments into project preparation. The Africa and Asia
regions also have made special training available to their staffs, and staff
from the Middle East and North Africa region attended a week-long
program on natural resources, the environment, and social issues at
Duke University.

The Friday Environment Seminar Series, initiated in October 1993,
provides a forum for Bank staff and outside guests to discuss envi-
ronmentally sustainable development. Topics have ranged from
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Table 5.1. Internal Training Courses for Bank Staff
on Environmental Issues, Fiscal 1994

Flagshiip coutrse
Fundamentals of Environmental Management

Sector-specifc couirses
Environmental Assessment for Agriculture Staff
Environmental Assessment for Transport Staff
Environmental Assessment for Waler and Sanitation Staff
Environmental Assessment for Urban Staff
Environmental Assessment for Industry and Energy Staff
Urban Environment Strategies and Action Plans
Forestry Symposium
Water Resources Seminar
Critical SuccesL, Factors for Implementing Energy Efficiency Improvement

Programs

Enviroimnental ecotnomincs antd impact natalysis
Introduction to Environmental Economics
Economic Analysis of Environmental Impacts
Economywide Policies and the Environment

Special issuies
Principles of Environmental Institution Building
National Environmental Action Plans: Issues and Options
Indigenous Peoples and Economic Development
Involuntary Resettlement Workshop
Environmental Information Systems
International Environmental Law and the GEF
Legal Aspects of Resettlement in Bank Projects
Regional Semriinar on Environment

"Sharks, Sea Slugs, and the World Bank" to "Ecological Tax Reform,"
and speakers have included distinguished academics, practitioners,
and politicians.

Thiematic Teams and Collaboration across Work Unzits

Increasingly, environmental issues are recognized as crossing depart-
mental lines. As part of the 1993 reorganization, thematic teams were
established within the ESD vice presidency in six. areas: water, land
management, the urban environment, social policy, indicators of ESD,
and the "nexus" between poverty, population, gender, and the environ-
ment. These teams worked primarily to shape policy and provide con-
ceptual and methodological guidance for Bank operations.

Among the most active of the teams was that on the urban environ-
ment, which moved its focus beyond the brown agenda toward a more
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cross-sectoral and multijurisdictional approach to urban environmental
management. The team began analyzing the urban aspects of NEAPs and
EAs, and it is helping prepare for the World Bank's Second Annual
Conference on Environmentally Sustainable Development, "The Human
Face of the Urban Environment," to be held in September 1994. Bank-
wide development of social assessment methodologies continued to be
guided by the social policy team, and regional water strategies by the
water team. The land management team focused on information ex-
change, with early analytical work particularly in land property rights
and land degradation. The work of the indicators team is described in the
next section.

Cooperative efforts were expanded across vice presidencies as well.
For example, the Environment Department increased its interaction with
the Population, Health, and Nutrition Department on environmental
health issues and with the Education and Social Policy Development
Department on environmental education. In the area of energy and the
environment, the Industry and Energy Department is cooperating with
the Environment Department on a computerized information and deci-
sion support system, the "Environmental Manual for Power Develop-
ment,' which will be available in 1995. Publication of an occasional paper
on policy instruments for pollution control and analysis of energy and
transport environmental issues from an energy sector perspective is also
under way.

Better Tools antd Itndicators

One aspect of the Bank's plan to improve project performance has been
increased attention to operations policies and related tools that guide
staff in project design and supervision. Among the findings of the
Bank-wide portfolio performance review was the need for a simplified
and more user-friendly system of operational policies and procedures,
in tandem with better guidance on performance indicators and technical
issues and increased learning from ex-post evaluation of Bank opera-
tions. During the year the Bank began implementing this new system,
preparing guidance on the use of indicators of environmental perform-
ance, and developing additional operational technical manuals and
handbooks in environmental and social issues. The Operations Evalu-
ation Department (OED) also expanded its environment-related evalu-
ation work.

POLICIES AND PROCEDURES. The new system of operational policies and
procedures, which went into effect during fiscal 1994, divides the old
operational directives into three categories of statements: (a) Operational
Policies (oPs), which are short, focused statements of policies considered
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mandatory for Bank-financed projects; (b) Bank Procedures (BPS), which
spell out mandatory, common procedures or documentation for projects
to ensure consistency and quality across regions; and (c) Good Practice
(GP) statements, which contain explanatory and advisory materials for
helping staff carry out Bank policies. At year's end existing environ-
mental and social policies were in the process of being converted or
revised according to this new system, and all operational directives were
expected to be converted during fiscal 1995. New policies, such as the
forest and water policy, were issued as oPs. (See annex A for a list of
documents on major environmental policies.)

INDICATORS OF ENVIRONMENTALLY SUSTAINABLE DEVELOPMENT.
Compiling sector-specific environmental performance indicators is part
of the Bank's plan for improving tools for project performance monitor-
ing and portfolio management information systems. During the past
year the Envirorunent Department took the lead in organizing this work
directly and through the thematic team on indicators, methodologies,
and concepts. The Environment Department is proceeding on three
tracks. First, it has drawn up and widely circulated a framework for
indicators for twelve environmental issues, such as urban environmental
quality, forestry, water, and soil, that are important for environmentally
sustainable development. This framework was compiled from (a) exist-
ing data sources-for example, the FAO, the Global Environment Moni-
toring System (GCEMS), the UNEP, and the World Conservation Monitoring
Centre (WcMc); (b) national-level indicators of existing conditions
(and subnational-level indicators where available, as in forestry); and
(c) information on appropriate targets where there is already seriout
degradation. Recognizing that there is no internationally agreed frame-
work for environmental indicators, the Bank is using as a baseline the
OECD's Core Set of Indicatorsfor Environmental Performance Reviews (OECD
1993). To adjust the rough indicators to reality, the team is circulating this
information to sector specialists and task managers of Bank projects and
requesting feedback on the relevance of the indicators for specific project
sites. Finally, in a few areas in which environmental issues cut deeply
across conventional sectoral lines (for example, in pollution abatement
and biodiversity), the Environment Department is taking the lead in
producing detailed performance indicators. This work is now in a pilot
phase. The goal of this long-term and complex process is to make
environmental performance indicators as routine in project monitoring
as economic and social indicators now are. An initial set of national
indicators on biodiversity has also been drafted by the GEF, with advice
from the World Resources Institute (GEF 1993).
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MANUALS AND HANDBOOKS. Improved technical guidance materials in
the form of h1andbooks and manuals were in preparation for a number
of key, environmental and social topics. t. ,se materials built heavily on
lessons from operational support and good-practice cases. The Social
Policy Division of the Environment Department managed the produc-
tion of the "Participation Handbook," a compendium of Bank experience
that provides task managers with advice on tested methods of promot-
ing stakeholder and beneficiary assessment in Bank work (see chapter
3). Led by the GEF division of the Environment Department (see box 5.1),
work is well advanced on "Rapid Biodiversity Appraisal Guidelines,"
and preparation has begun on the "Natural Resource Management
Sourcebook," which will supplement other technical materials on natu-
ral resource management such as the "EA Sourcebook." (For other envi-
ronmental documents issued during fiscal 1994, see the bibliography.)

Ex-PosT EVALUATION. The OED evaluates completed projects to help
improve the design and performance of new lending operations. In any
given year, the OED undertakes more than 400 evaluations and related
studies, including annual reports, annual reviews, performance audits,
and impact evaluation studies. This year, in addition to its continual
auditing of Bank investments that have environmental components and
operations that have environmental impacts, the OED contributed to an
independent review of the pilot phase of the GEF. Other OED evaluations
with significant environmental implications during fiscal 1994 are stun-
marized in box 5.2. The general conclusion emerging from this work is
that improvement in environmental conditions and the management of
natural resources is dependent on clear environmental benefits that will
mnotivate all relevant parties to act. At the national level, this means that
Bank-supported actions should be backed by strong government com-
mitrnent so that the necessary financial resources are provided and the
necessary laws and regulations are enacted and enforced.

Improving Openness and Accountability

The Bank's experience clearly indicates that the quality of Bank opera-
tions benefits when staff and govemments consult and share informa-
tion with participants of projects, and expanded access to information
strengthens the Bank's links with all its partners in the development
community. In addition, increased focus on accountability during 1993
led the Bank to examine country experience with inspection function and
to consider whether a new inspection unit was needed to augment the
Bank's existing supervision and evaluation procedures. A separate issue
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Box 5.2. The Operations Evaluation Department
and the Environment

Major studies undertaken or completed by the Operations Evaluation
Department (OED) over the past year included the evaluation of environ-
mental aspects of Bank operations In several areas.

Urban review. A study entitled "Twenty Years of Lending for Urban
Development (1972-92): An OHD Review" (OnD 1994) analyzed 162 urban
projects that, among other things, addressed the phenomena of rapid
urban growth, housing finance, municipal development, disaster recov-
ery, and urban transport. With the growing recognition of the importance
and complexity of the urban environment, Bank experience shows that
urban environmental improvement and pollution-control actions need to
be integrated with cost recovery and institutional development measures.
Borrowers and the Bank have begun to adopt better-targeted cand more
innovative approaches in recently approved projects. Completed urban
projects resulted in environmental improvement in cities in all regions
through provision of clean water, solid waste collection and disposal,
sanitation, and drainage (although older projects rarely referred to such
improvements as "environmental"). Few completed urban projects con-
tributed substantially to cleaner air in cities, although traffic management
and other components of urban transport operations sought in part to
reduce congestion-related rpollution.

Indonesian, transmigi tion. The Transmigration Program in Indonesia,
one of the largest land resettlement schemes in the world, aims to improve

was whether the Bank had easy access, when needed, to a reliable source
of independent judgment about specific projects that may be facing
severe implementation problems. These developments resulted in two
major new procedures for communicating with the public.

Expatnded Access to fInfonrationt

In January 1994 the Bank issued a new, expanded policy on disclosure of
information, which became effective immediately (see World Baiik
1994c). Under the policy four types of environmental documents are
available. Enviro,ttmental data sheets, also available through the Internet
network, are prepared by Bank staff and briefly describe major environ-
mental issues in Bank-financed projects and proposed mitigative actions.
The other documents are prepared by the borrowers. Enivironmental
assessments (for category A projects likely to have significant adverse'
environmental impacts) are publicly available from the Bank, with bor-
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the living conditions of poor landless families from the inner islands by
moving them to the less-populated outer islands. A study of five Bank-
supported projects within the program reviewed (among other issues)
their effects on incomes, living standards, women, and the environ-
ment. Althouglh incomes rose and the large majority of resettlers were
satisfied with the projects, significant weaknesses were found in certain
areas of environmental management (including the negative environ-
mental impact of removing tree cover and clearing steeply sloping lands
at some sites).

Maharastra Petroclhenical Imipact Sttudy. The Maharastra (India) Petro-
chemical Complex was designed in the early 1980s at a time when neither
the Bank nor the borrower were as environmentally conscious as they are
today. This year the OED conducted an environmental impact evaluation
for the petrochemical facility at Nagothane, focusing on the resettlement
and environmental aspects of the project. The team that visited the site
found that theprojecthas had a verysatisfactoryoutcome.Thecorporation
has a serious attitude and does not cut corners. Staff are constantly re-
minded of their responsibilities through seminars, publications, and train-
ing seminars. Project managers concludecl that it is cheaper to take
environmental concerns into account at the outset and to respond to
problems at the earliest possible time rather than to wait for major prob-
lems to develop. For example, the complex has in place air-quality moni-
toring stations that automatically transfer air-quality data to a central
information processingstation. After aggregation, these data are sent to the
Maharastra Pollution Control Board.

rower consent, once they are officially cleared. For some category B
projects (projects with more limited environmental impacts), a separate
environmental atalysis report maybe produced by the borrowerand made
available. (Environmental assessments and analyses, which have been
required since October 1989, are normally officially submitted to the
Banrk prior to project appraisal.) Environmental action plans, also prepared
by borrowers, are made publicly available once they are officially re-
ceived and the Bank has obtained the government's consent for release.

A new Bank document, the project information document (PID), has
been created to present information concisely to interested parties dur-
ing project prepaiation. The PID, which provides a brief factual summary
of the project's main elements (objectives, probable components, costs
and financing, and environmental and other issues), is available through
Internet.

These and other materials are available at the Bank's new Public
Information Center (PIc), established in January 1994 at Bank headqua;-
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ters in Washington, I}.C, as the central contact for people seeking access
to Bank docuiments.1 The PiC has a public reading room, anid iniquiries
May also be submitted through Internet, througlh the Bank's offices in
Paris, London, and Tokyo, and through Bank field offices. As of June 1994
the Il'c was responding to more than 250 requests for docuLments and
approximately 3,000 Internet qLieries for environmenital data sheets eacl
week.

Creatitig ant Independent Itispectiont Ftictiat:

Following the comprehensive review of evaluation functions carried out
in 1993, the Bank concluded that its interests would be best served by the
establishment of an independent Inspection Panel to complement the
Bank's standing suipervision, audit, and evaluation activities. The Panel
would provide zan opportunity, independent from Bank management, to
investigate the claims of parties ch-arging that they have been adversely
affected by Bank-financed projects on the grounds that the Bank has not
followed its policies or procedures in project identification, appraisal, or
implementation. The Bank's executive directors approved creation of the
panel in September 1993, and the Panel's three members were appointed
in April 1994, to start work on the 1st of August.

The motivation for establishing an inspectionpanel stemmed from the
desire to ensure compliance with Bank policies and procedures in the
design, preparation, and implementation of B3ank-supported projects. In
addition, the inspection function would strengthen the Bank's system of
accountability before the executive directors decide on the course of
action to be followed, especially in environmental and social matters.

The Inspection Panel will consider requests for inspection of a project
frcom affected parties (not single individuals) in the territory of the
borrower, and will recommend to the Bank's Board whether the inspec-
tion should take place. Following the Board's decision, the Panel will
conduct an inspection and submit a report to the executive directors and
the president of the Bank. This report will consider all relevant facts and
include findings on whether the Bank has complied with its own relevant
policies and procedures. The Bank's management will then report to the
executive directors on its response to the findings.

International Cooperation

linternational cooperation on environmental policy has become an in-
creasingly vital part of the Bank's work program, particularly since
UNCED and the follow-up to Agenda 21. In addition, to build working
partnerships for improved projects and for future replenishment nego-
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tiations, there has been a marked increase in outreach to bilateral agen-
cies, NGOs, and local groups on the B1ank's internal policies, issues of
disclosure of information, and project quality. These outreacl efforts
increasingly use environmental specialists to support external relations
staff. During the past year the Bank's environmental outreach strategy
has had four objectives: (a) to raise awareness of ESD issues and lessons
from Bank experience and thus promote support for the Bank and for
SListainable development in general; (b) to listen to views and criticisms
of those outside the Bank, with the purpose of improving Bankiactivities;
(c) to create a more accurate picture of the Bank's activities on environ-
mental issues; and (d) to build partnerships with donors, nongovem-
mental groups, and the private sector.

iln teragency Activities

Within the United Nations system,-priority was given this year to col-
laborating on international environmental policy through the new
United Nations Commission on Sustainable Development and the Inter-
Agency Committee on Sustainable Development, which was established
to improve coordination and cooperation within the UN system in im-
plementing Agenda 21. For the second meeting of the commission, in
June 1994, the Bank was requested to provide information about its
priorities and programs in some fifteen areas. Topics included financing,
water resource management, science and technology, transfer of envi-
ronmentally sustainable technology, control of hazardous wastes, and
international environmental law. The Bank was also represented by
senior environmental managers at the annual meeting of the commis-
sion, several Inter-Agency Committee meetings, and related initiatives
following the 1992 Earth Summit. As an example of the last point, the
Bank actively participated in the two-week Global Conference on Sus-
tainable Developtnent of Small Island States convened by the United
Nations in May 1994 in Barbados. This meeting produced a Programme
of Action for small-island developing states (to be monitored by the
Commission on Sustainable Development), as well as the Barbados
Declaration reaffirming support for various intemational agreements.

Priority also was given to monitoring and participating directly in
deliberations of major intemational conventions. For example, the Bank
sent technical specialists to the meetings of the Climate Change and
Biodiversity Conventions and provided technical input for negotiations
on the draft Desertification Convention (see chapter 4).

The Bank sponsored the first environmental working meeting of
representatives of the fourteen members of the MFI group. This meet-
ing, which included technical specialists from the development banks,
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focused on environmental assessment policies and procedures.2 The
outcome was that Li:e members reached consensus on holding annual
meetings tinder the auspices of an environmental subgroup of the ME!
Cofinancing Group chaired by the Bank. The next annual meeting of this
group will bring together multilaternl and bilateral agencies that are
undertaking a parallel initiative within the OECD to harmonize EA re-
quirements in development projects.

Bilateral Collabaoratioi:

In the past year the Bank has continued to work closely with bilateral
donor agencies and legislatures on the environmental dimension of the
development agenda. To further promote conununication and share
experience, Bank senior management made it a priority to visit donor
countries for meetings with parliaments, government officials, NGOS,
and the media on topics such as follow-up activities to the Earth Summit
and Agenda 21, the Bank-wide Resettlement Review, and the Bank's
broader lending program. The Bank encouraged and participated in a
number of seminars on the Bank and the environment, cosponsored by
governments and NGOS, in Canada, Italy, Germany, Norway, Sweden,
and other countries. It continued to be an active observer-member of the
OECD/DAC Working Party on Development Assistance and Environment,
workling particularly with its Task Force on Capacity Development in
Environment.

The bilateral agencies have become increasingly important partners in
supporting the Bank's environmental work and cofinancing free-stand-
ing environmental projects and projects with environmental compo-
nents. Of the twenty-five free-standing environmental projects listed in
annex C, five had bilateralcofinancing, frequently of technical assistance.
Donor consultant trust funds remained an important source of financing
for environmental initiatives. In fiscal 1994 environmental activities
continued to receive the most bilateral trust fund support by volume of
funds-about $7.9 million, up from $6.7 million in fiscal 1993.

During the year six consultant trust funds (crus) specifically targeted
for environmental purposes were replenished (two trust funds each by
Norway and Sweden, one by Canada, and one by the Netherlands). In
addition, CTFs from Australia, Belgium, Denmark, Finland, France, Italy,
Japan, Korea, and Switzerland provided selective funding for environ-
mental projects and activities. These funds facilitated the exchange of
environmental specialists and increased the opportunities for transfer-
ring experience among institutions on approaches and best practice in
environmental policy and project work.

In addition, project activities under the special trust fund for the Pilot
Program to Conserve the Brazilian Rain Forest moved toward imple-
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mentation. This program, under World Bank trusteeship, was lauinched
at the request of the Group of Seven (G-7). As of June 1994, about $290
million had been pledged- for thc program by the G-7 countries, the
European Union, and the Netherlands. In May and June 1994 the first
two grant agreements for pilot program projects were successfully ne-
gotiated.. The first agreement, for demonstration projects, is a small-
grants program for local commrunities, local NCiO networks, and local and
state governments to fund subprojects aimed at reducing pressure on
native forests. Project implementation is expected to begin in July. The
second agreement, the Science Centers and Directed Research Project,
will promote generation and dissemination of scientific knowledge for
conservation and sustainable development activities in the Amazon
region.

A continuing source of donor financing targeted to the environment
is the Policy and Human Resources Development Fund for technical
assistance, funded by the goverrnent of Japan. In fiscal 1994 thirty-four
grants totaling $22.3 million were approved to fund technical assistance
for the preparation of Bank-financed projects on the environment.

Environmental Training for Borrowers

As environmental and social issues occupy a growing part of Bank
dialogue and project work with borrowers, borrower interest in training
in environmental policies and teclinical issues has significantly in-
creased. The Bank's EDI continues to be a major vehicle for training
government officials and others from borrower countries. The EDI's

environmental program, which started in earnest three years ago, was
formalized last year with the designation of an Agriculture and Environ-
ment Division to handle envirorLmental training and provision of addi-
tional resources, including three environmental specialists. A fourth
specialist was added in 1994. This year's environmental training pro-
gram, which is usually organized on a regional basis, had two major
objectives: (a) to teach and disseminate ways of integrating environ-
mental issues into national policies and plans; and (b) to teach and
disseminate ways of assessing the environmental impact of programs
and projects. To support the first objective, courses were conducted on
structural adjustment and the environment, environmental economics,
national environmental action plans, and biodiversity conservation and
agriculture. Courses on EA and project appraisal addressed the second
objective. In total, more than twenty worksh'ps and seminars readced
some 750 participants worldwide during the year (see table 5.2).

As part of the EDI's longer-term strategy, the institute also develops
programs to help countries carry out environmental valuation of eco-
nomic and sector policies and investments. A major initiative during
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Table 5.2. Environmental Training Activities of the Economic
Development Institute, Fiscal 1994

Natiotnall
regional

Date Locationi Seinthar or tworkslhop for borrowvers (NIR)

1993
July Paranr, Workshop on Environmental Impact N

Argentina Assessment
July Harare, Seminar on Water Resources R

Zimbabwe Management for Southern Africa
July Gabarone, Seminar on Energy Investments and R

Botswana the Environment for Southern Africa
August Moscow, Course on Energy Projects Analysis R

Russia for su Countries (including
environmental assessment)

August Choluteca, Workshop on Environmental Impact N
Honduras Assessment

September Hyderabad, Seminar on Involuntary Resettlement N
India and Rehabilitation

October Kandi, Seminar on Sustainable Forestry R
Sri Lanka Management for Resource-Poor

Asian Countries
October Abidjan, Seminar on Energy Policy Analysis, R

Cote d'lvoire Planning, and the Environment for
West African Countries

October Varna, Seminar on Economic Development R
Bulgaria and Environment Management for

Eastem European Countries
November Nanjing, Seminar on Economic Policies, N

China Planning, and Implementation for
Reservoir Resettlement

November Istanbul, Seminar on Resettlement and N
Turkey Rehabilitation Policies, Planning,

and Implementation
November Dakar, Seminar on Structural Adjustment, R

Senegal Trade, and the Environment for
West and Central African Countries

November Nairobi, Seminar on Environmental R
Kenya Economics for National Environ-

mental Action Plans (NEAPS) for East
and Sbuthern African Countries

1994 was the development of a training program for government officials
in Central and Eastern Europe on the linkages between economic policies
and the environment in addressing industrial pollution. The program's
objectives and activities are guided by the Central and Eastem Europe
Environmental Action Programme (see chapter 1), have been designed
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Natio tnal
regionatl

Date Locationi Sermiinar or zworkshiopfor borrozwers (N/IR)

1994
January Washington, Course on Project Analysis for rsu R

D.C. Countries (including environmental
assessment)

February Abidjan, Seminar on Economics for an R
Cote d'lvoire Environmental Strategy for West

and Central African Countries
February Washington, Course on Energy Projects Analysis R

D.C. for Fsu Countries (including
environmental assessment)

March Tunis, Tunisia Seminar on Water Resources R
Management for the Maghreb
Countries

April Hakone, Seminar on Strategies for Managing R
in Urban Environments for Asian

Countries
April Montpellier, Workshop to Develop Training R

France Materials on Energy Policy and
the Environment

May Guri, Workshop on Environmental N
Venezuela Assessment of Development Projects

June Lima, Peru Workshop on Environmental N
Assessment

June Moscow, Course on Energy Projects Analysis R
Russia for FSU Countries (including

environmental assessment)
June Hyderabad, Seminar on Resettlement and R

India Rehabilitation Policies, Planning,
and Implementation

June Tunis, Tunisia Seminar on Sustainable Development R
Strategy for North African Maghreb
Countries

June Washington, Program Development Workshop on R
D.C. Environmentally Sustainable

Development for the Central Asian
Countries

in collaboration with the Foundation for Advanced Studies in Intema-
tional Developrnent, and are funded by Japan. The first seminar of the
program was held in Bulgaria in late 1993.

New initiatives in environmental training for borrowers also were
undertaken directly by regional environment divisions and country
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departments. For example, the Bank cosponsored, with the German
Agency for Technical Cooperation (crz) and the International Academy
tor the Environ-ment, two environmental communication workshops for
TuLrkish officials and NGOs from municipalities in the Mediterranean and
Baltic regions. The workshops focused on thie use of mass media to convey
environmental information for policymaking and projects and covered
commlunication theory, mechanisms of environmental communication
plannimg, and the effective use of public communication and participa-
tion tools to change attitudes and behavior for environmental action.

Working with Nongovernmental Organizations

During the year the Bank's interaction with NGOs expanded in opera-
tional collaboration and in substantive dialogue on policy issues. Two
trends have emerged regarding NGO involvementL The first is the increas-
bngly strong role of NGOs in reflecting the perspectives of local people in
project design. Some NGOs have conducted suLrveys of local concerns that
have influenced design; others have helped set up community-based
organizations that work with project authorities to ensure that local
views are reflected or have trained existing popular organizations for
such activities.

The second trend is NGO involvement at the local level in the supervi-
sion process to help improve implementation. For example, in the And-
bra Pradesh Forestry Project in India-a participatory project stressing
the involvement of local people in joint forest management-NGOS will
be represented on the forestry committees at local, district, and state
levels and will assist in the capacity-building efforts for the community
organizations to ensure the smooth transition of the management of
forest plantations to local communities. In a new initiative, approved this
year by the Global Environment Trust Fund, a project for the Philippines
will go directly to a coalition of NGOs for implementation (see chapter 4).

The Bank-NGo dialogue has involved a variety of often controversial
subjects, including the links between adjustment and the environment,
the preparation of NEAPs, resettlement, and public access to inforrnation.
The ESD vice presidency has taken a lead within the Bank in much of the
NGO policy dialogue, and the Bank has gained valuable experience and
information from these meetings. The NGOs have welcomed the Bank's
increased effort toward openness.

Examples of NG) policy dialogue include an intensive two-day inter-
national consultation in May in Washington, D.C., to discuss a draft
review of forest policy implementation that will be presented to the
Board in fiscal 1995. The majority of the forty-seven non-Bank partici-
pants (representing all regions) were from NGOs; academics and other
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specialists were also present. Similar, smaller meetings were lheld in
London and in Libreville, Gabon. This process substantially influenced
tie revision of the paper. DLuring the year the Industry and Energy
Department also initiated informal consultations with NGOs on issues
relating to energy and the environment. These are expected to lead to
more formal meetings with a broader range of NGOs on energy efficiency
and other special issues of mutual interest.

Although much of the dialogue has been with NGOS in industrial
countries, increased dialogue with developing country NCOs has been a
major objective. In Mexico, for example, the preparation of a resource
conservation and forest sector review provided a unique opportunity to
involve NGOs, both in the consultation workshops and in preparingsome
of the working papers. Dialogue with NCOs in both developing and
industrial countries on specific, controversial high-profile projects-
such as the Arun Dam Project in Nepal, the Bangladesh Flood Action
Project, and the Rondonia Natural -Resource Management Project in
Brazil-has been helpful.

Conferences

The Bank hosted or cosponsored severalmajor intemational conferences
related to environmental and social issues in 1994. The World Bank's First
Annual Environmentally Sustainable Development Conference, hosted
by the new ESD vice presidency, was held in Washington, D.C., in the fall
of 1993. The conference, entitled "Valuing the Environment," brought
together leading experts concerned with the environment and develop-
ment. Among the speakers were Nitin Desai, director-general of the
United Nations Commission on Sustainable Development; Kamal Nath,
minister of environrment and forests, India; urnderwater explorer Jac-
ques-Yves Cousteau; and World Bank president Lewis T. Preston. Tech-
nical discussions centered on the question of how to identify the costs
and benefits of altemative uses of natural resources. The conference
highlighted the need for better management of natural resources in the
face of worsening shortages and increasing pollution and stressed the
need for greater involvement of local communities affected by develop-
ment. The target audience included key government officials attending
the Annual Meetings of the World Bank and the International Monetary
Fund (which preceded the conference), environmental NGoS, and Bank
staff; about 500 people from around the world attended the event. The
second annual ESD conference, in September 1994, will focus on urban
issues and is entitled "The Human Face of the Urban Environment"

In March 1994 the Bank sponsored the Conference on Sustainable and
Equitable Development, a series of symposia held in Australia. These
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discussions attracted the participation of high-level representatives from
government, academia, the private sector, the media, and nongovern-
mental organizations in Australia.

joint events with other agencies included a three-day International
Consultation on Women and Ecosystem Managemenl in October 1993,
cosponsored with the IDB and severad United Nations agencies (dis-
cussed in chapter 3). Participants considered the role and capacities of
women as environmental managers in the context of five ecosystems:
coastal and wetland areas; rivers, groundwater, and lakes; mountains;
temperate and tropical forests; and arid and semiarid lands. The key
findings were that women require (a) secure rights to land and other
natural resources; (b) access to credit, training, and environmental edu-
cation; (c) full and effective engagement in designing and implementing
projects and in making decisions about relevant technologies; and (d)
opportunities for entrepreneurial activities that encourage sustainable
production practices.

Another jointly sponsored conference, "Overcoming Global Hunger-
A Conference on Actions to Reduce Hunger Worldwide," drew hun-
dreds of development experts, government officials, and representatives
from international and nongovemmental organizations. NGOs from both
developing and industrial countries actively participated in preparation
and follow-up. The interrelationship between poverty, hunger, and eco-
nonuic and environmental policies was the overriding theme, and the
conference produced commitments by the Bank and several participat-
ing organizations to increase efforts to reach the extrenmely poor with
programs that wouild support productive-and environmentally sus-
tainable-investments. The Bank made a grant of $2 miUlion to the
rrameen Bank in Bangl. ''sh (discussed in chapter 3), which offers very
small loans to the very poor, and it announced that it would work with
other donors to fund similar credit organizations in the developing
world.

In June 1994 an international conference on "Development, Environ-
ment and Mining" cosponsored by the United Nations was hosted by
the Bank. The conference drew some 300 participants from fifty-five
(mostly developing) countries, including environmental specialists,
policymakers, and representatives of mining companies. It focused on
the role of mining in economic development and the challenge of envi-
ronmentally sustainable mining. Environmental protection in the proc-
ess of privatization was also discussed, particularly the sharing of
responsibilities between the public and private sectors for past and
ongoing contamination problemns.

In the spirit of the United Nations International Year of the World's
Indigenous Peoples and with the support of the Swedish International
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Development Agency, the Bank hosted the Second 'Annual Workshop on
Indigenous Peoples and Development in Latin America, which brought
together five international development agencies and ten indigenous
organizations. This conference led to a regional Indigenous Peoples'
Development Initiative in the Bank's Latin American region. Under the
initiative, the Bank will work with indigenous peoples' organizations on
training seminars that focus on defining their own development agen-
das, building capacity in project administration, and strengthening ne-
gotiation and planning skills.

Finally, the Bank had an active role in the preparation of the 1994
Intemational Conference on Population and Development in Cairo, the
third in a series of United Nations conferences that started in Bucharest
in 1974 and continued in Mexico City in 1984. This year's conference
focused on population trends and how they relate to economic develop-
ment, poverty reduction, and the environment.

Broader External Relations and Communications

External relations staff continued to give high priority to envirornmental
issues and to communicating broadly the Bank's environmental and
social initiatives. Information outreach centered on parliamentarians,
academics, NGOs, the media, and the private sector. Public forums for
discussing environmental issues and exchanging views were organized
for senior Bank managers in North America, Australia, Europe, and
Japan, as well as at several Bankfield offices. Written materials, films and
other background information, and topic-specific information briefs
were produced to illustrate the Bank's continually expanding work on
the environment. Press briefings were held, including several on the
Bank's Resettlement Review and one on protection of global marine
biodiversity, cosponsored by the Center for Marine Conservation. The
Bank also published several reports in the Environment Papers and GEF
Working Paper series (see bibliography).

World Bank News, a weekly newsletter distributed free and published
in English, French, and German, expanded its coverage of environment-
related projects and activities, and Report to Studentts provided. a vehicle
for the president of the World Bank to communicate with students
around the world who express concerns about the environment and
other major development issues. The Environmentatal Data Book, aimed at
high school students, and a Tea ching Guiide were published and exhibited
at several conferences and workshops.

In an effort to use a wider range of information technologies, a televi-
sion feature on lancd management in Burkina Faso, coproduced with the
UNDP for the Azimuths series, aired in 172 countries. Filin footage was
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prepared for possible videos on air pollution in Mexico; environmental
polluttion in Volgograd, Russia; pollution and sewage treatment in
Shanghai, China; the Red Soils project in Jiangxi, China; and water
supply in Oaxaca, Mexico. Videos prepared during fiscal 1993 and
currently available include "Rondbnia: The End of the Road," a 30-min-
ute documentary on attempts to contain destruction of the Amazon and
achieve sustainable development, and "Orangi: Streets of Hope," about
a community's efforts to provide good sanitation facilities. A continuing
effort, the International Multimedia Consortium for Environment and
Development, has finished the first version of a prototype CD-ROM for an
interactive educational video.

In addition to these formal productions, the number and volume of
more informal Bank newsletters on the environment grew this year. The
"Environment Bulletin" produced by the Environment Department con-
tinued to be the most widely disseminated such publication, with a
demand-led circulation growing to 30,000. A new series of two-page
"Dissemination Notes," designed to present economic and technical
information in a concise format, was established. Seven Dissemination
Notes, on topics as diverse as forestry values, measurment of health
impacts, and environmental indicators, were produced during the year
and disseminated widely, both within and outside the Bank. The EA
Sourcebook Updates continue to be popular and now reach some 2,000
subscribers in 170 countries (see chapter 2). In addition, all of the regional
environrnent divisions now produce newsletters highlighting their work
and regional events; sector-specific newsletters (for example, on forestry
and urban management) are also becoming more available.

Notes

1. The Public Information Center is located at 1776 G Street, N.W., Room
G-C1-300, Washington, D.C. 20433. Telephone: (202)458-5454, telefax: (202)511-
1500. The e-mail address is picOworldbank.org.

2. See "Proceedings of the EA Technical Workshop for Multilateral Financial
Institutions" (World Bank, Environment Department, Washington, D.C. Septem-
ber 29, 1993).



'PART 3

Strengthening the Private Sector's Role

The private sector has a critical role to play in improved environmental
stewardship. This chapter explains how the International Finance Cor-
poration and the Multilateral Investment Guarantee Agency are helping
to meet this challenge.
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6. Strengthening the Private
Sector's Role: The IFC and MIGA

E~~~~~~~~~~.

MAKtYN RIDDLE

Many industrial plants in the formerly centrally planned economies of Eastern
Europe are both heavily polluting and economically inefficient. The Ktnda
Nordic Cement plant in Estonia, for example, is responsible for a third of the
total particulate emissions in the country. An urC-supported project will reduce
plant emissions by 98 percent, as well as generate significant economic benefits
for the regional economy.
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The Intemational Finance Corporation (Irc), the member of the World
BankGroup that promotes private sector development, helps businesses
to pursue environmentally sound operations as they plan for expansion,
new ventures, or the privatization of government services and enter-
prises. During fiscal 1994 the lFc approved 231 projects involving $2.5
billion in debt, equity, and quasi-equity financing by the IFc and total
project costs of $15.8 billion, Like a private financial institution, the mrc
prices its financing and services in line with the market, to the extent
possible. The corporation seeks profitable returns and shares full project
risks with its partners. In addition to making direct investments, the mc
mobilizes additional project funding from other investors and lenders,
either in the form of. cofinancing or through loan syndications, the
underwriting of debt and equity securities issues, and guarantees, The
IFC offers advisory services in such areas as capital market development,
corporate restructuring, risk management, and project preparation and
evaluation. It also advises governments on creating an environment that
encourages the growth of private enterprise and foreign investment.

The Multilateral Investment Guarantee Agency (MICA), established in
April 1988 as part of the World Bank Group, promotes foreign direct
investment for economic and social development in memnber countries.
It guarantees investments against political risks, helps countries. create
an attractive investment climate, and provides promotional and advi-
sory services. These services are offered directly through the agency's
Investment Marketing Services (IMss) unit and indirectly through the
Foreign Investment Advisory Service (FiAs), which is operated jointly
with the iFc and the Bank.

The Trend toward Ecoefficiency

Profound changes are occurring in industries and markets around the
world because of stricter environmental regulations and enforcement,
public pressure, consumer demand for "green' products, more realistic
input pricing that takes account of environmental costs, and growing
competition. Businesses and governments, aware of the high cost and
potential liabilities of poor environnmental performance, are increasingly
considering environmental factors when they make decisions about
production, investment, privatization, and trade. The private sector is
more frequently being called on to provide environmental goods and
services, once the domain of the public sector.

Forward-looking companies have made a strategic shift from merely
complying with environmental regulations to recognizing that environ-
mental factors affect most aspects of their operations. By becoming
ecoefficient-reducing energy usage; minimizing resource use, waste,
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and pollution; improving the workplace environment; and identifying
new environmentally driven products and services-they are increasing
efficiency, reducing the cost of cleanup and disposal, and capitalizing on
new business opportunities. Ecoefficiency has become the hallmark of
good management and profitability.

In response to these challenges, the iFC has developed a comprehen-
sive environmental program that addresses not only the physical effects
of private sector activities but also the socioeconomic and cultural as-
pects. The IFC seeks to safeguard the cultures of indigenous peoples and
advocates measures that promote worker health and safety.

The Environment Division in the IFC's Technical and Environment
Department is the focal point for the corporation's environmental activi-
ties. During fiscal 1994 the division increased its staff to accommodate
growth in its activities, which include

* Ensuring that IFc- and MIGA-financed projects are envirornentally
sustainable

- Strengthening the envirnmental capability of project sponsors
and financial intermediaries by providing training and technical
assistance

* Helping project sponsors to improve projects by using efficient,
clean technologies and taking measures to enhance environmental
and socioeconomic benefits

* Promoting investments in the environmental business sector
* Assisting with revision of the Bank's guidance materials on indus-

trial pollution control
* Addressing global environmental challenges by participating in

the GEP, the Multilateral Fund for the Implementation of the Mont-
real Protocol (MFMP), and other international initiatives.

Demand for the iFc's expertise and financing has grown steadily,
particularly in techniques for environmental risk management, capital
investments in environmental projects, and the impact of global issues
on the private sector. The areas in which increased effort has been
noteworthy are highlighted here.

* Environmental risk management: environmental review of projects;
project monitoring and supervision; training to strengthen the
capacity of IFc staff, project sponsors, and financial intermediaries
in environmental risk management; and liaison with the World
Bank on informational materials for industrial pollution control
and related matters

* Environmental business sector: identification of environmental pro-
jects; development of bankable environmental projects; and plan-
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ning and assessment of the feasibility of equity and venture capital
funds to preserve biodiversity, reduce emissions of greenhouse
gases, and promote energy efficiency and the use of alternative
energy resources
Global enivironamental activities: development of private sector.pro-
jects eligible for grants from the GEF and from the MFMP to phase
out the use of ozone-depleting substances; promotion of carbon-
offset investment projects; and increased communication and liai-
son with multilateral and bilateral development agencies,
environmental businesses, and Ncos on the environment and de-
velopment.

Environmental Risk Management

All projects financed by the corporation have to meet stringent environ-
mental standards. To ensure that proposed projects are environmentally
sustainable, a project sponsor must submit an environrmental analysis as
part of its proposal to the IFcx During the appraisal, Fc staff review the
environmental analysis to ensure that the project is environmentally
sound and sustainable and that it complies with host coutntry require-
rnents and World Bank policies and guidelines. For financial intermedi-
aries that finance subprojects with mFc funds, verification is required that
the intermediaries are both capable of and committed to carrying out
environmental reviews.

The IFC's environmental risk management activities cover environ-
mental review of all projects, including those financed by the WC's Africa
Enterprise Fund. In fiscal 1994 the EnvironmentDivision reviewed about
450 projects, of which 231 were approved by the Board of Directors. Of
the projects approved, 8 fell into category A, 123 into category B, and 69
into category C; the remaining 31 were in the category of financial
intermediaries. 1 Box 6.1 identifies the category A projects approved
during this fiscal year. Box 6.2 highlights a recent category B project
illustrating the kind uf environmental action that the IFC is supporting
in developing countries and the newly independent states of Eastern
Europe.

Under a mutually agreed arrangement with MIGA, the IFC acts as
environmental adviser for MIGA projects. At IAGA's request, IFC staff
review MIGA projects and provide comments and guidance on environ-
mental matters. This process ensures that MIGA is aware of relevant
environmental guidelines that may apply to a projecL The EFC conducted
twenty industrial project reviews for MICA in fiscal 1994.

Once a project is approved by the Board, it is monitored and super-
vised to ensure its continuing compliance with local and national re-
quirements and with World Bank policies and guidelines. Monitoring
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Box 6.1. Category A Projects Approved in Fiscal 1994:
Key Environmental Issues

Brazil

Rio CupI(ni Quihn(ca, S.A. (development of a kaolin open-pit mine; remedia-
tion and transport facilities). Key environmental issues include loss of
forest habitat, fugitive dust, disposal of solid and liquid wastes, control of
erosion and siltation, and socioeconomic impacts. The HA provides for the
establishment of a forest reserve, which will add 4,000 net hectares of
forestland, and an ecological station. The company is working with local
NC;Os and local govemments to deal with the sodoeconomdc impacts.

Guatemala

Basic Petroletrn Inttenational, Ltd. (corporate loan; oil pipeline construc-
tion). Key environmentalissues include environmental performance at the
company's facilities and the potential effects of the oil pipeline on rain
forests, archaeological sites, and residents along the right-of-way. The
sponsor completed an environmental audit of all of its facilities and has
prepared a plan to bring all facilities into compliance with the environ-
mental requirements of the Guatemalan government and the World Bank.
The EA prepared for the oil pipeline made several recommendations
intended to mitigate adverse impacts on rain forests, archaeological sites,
and residents along the right-of-way.

India

GVK Ittdtlstries, Ltd. (gas and naphtha-fired combined-cycle power plant).
Key environmental issues include air emissions, land use modification at
the plant site and along the right-of-way for pipelines and transmission
lines, and discharge of cooling water. The EA prepared by the project
sponsor indicates that the project will be well within local standards for
enmissions and ambient air quality. Recause the project site is barren land,
no sensitive ecological resources are affected. Gas and water pipelineswill
be constructed in the dry season and will be buried, allowing farmers to
continue to crop the right-of-way.
ST-CMS Etectric Companiy (lignite-fired thermal power plant in Neyveli,
Tamnil Nadu State). Key environmental issues are air-quality impacts as a
result of sulfur dioxide, nitrogen oxide, and particulate emissions, and
impacts on water resources. The EA demonstrated that the use of low-sul-
fur lignite as a fuel, 16w-nitrogen-oxide burners, and electrostatic precipi-
tators will result in ambient air quality that is well within World Bank
requirements. The project willbe suppliedwithwater from the dewatering
program and the adjacent lignite open-cast mine, and a closed cycle is
planned for water use during project operation.
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Kazakhstan

Kazgenmizifai Cottipany (oil field development). Key environmental issues are
management of produced gas, land disturbances, and potential impdcts on
groundwater resources In the project area. The project sponsor's EA dent-
onstrates thlatproduced gas will be captured to produceelectricity and land
disturbances will be minimized by utilizing directional drilling and prohib-
iting the use of off-road vehicles. Pits will be lined to prevent contamination
of groundwater, and the project sponsors have initiated a large-scale
groundwater study to create an inventory of the region's resources.

Nepal

Himtal Potwer, Ltd. (run-of-the-river power plant). Key environmental issues
include effects on fish resources and fisheries; the cumulative effects of a
second phase providing expanded capacity; land acquisition and compen-
sation; and social impacts. The EA prepared by the project sponsor deals
with these issues satisfactorily, and the sponsor has collaborated in an
exemplary program to work with local residents and community leaders
to arrive at a mutually satisfactory compensation and relocation package
for each of ten households displaced as a result of the project.

Peru

Mitnera Yamncocha Expansion (Maqui Maqui project to expand existing gcld
mining). Key environmental issues include potential land disturbance,
water quality, and land compensation. The project sponsors' EA addresses
all these issues satisfactorily. An extensive archaeological survey and
planned systematic excavations are being undertaken with the Peruvian
National Culture Institute, and inventories of flora and fauna are being
made. An extensive land compensation program is included for land-
owners who will lose grazing lands. Annual environmental audits will be
conducted to ensure that the project'senvironmental management, includ-
mg monitoring, is operating according to plan.

Zimbabwe'

Sable Safaris (Private), Ltd. (upgrading and modernization of two existing
safari camps and construction of two new camps adjacent to a national
park). Key environmental issues include the impacts on sensitive ecosys-
tems and endangered species, increased pressure on local resources such as
water, the potential for secondary development in the area, waste disposal,
fire protection, and occupational health and safety. The sponsor prepared
an LA and conducted an environmental audit of the existing facilities. Each
camp is limited to twenty to thirty beds, to minimize impacts on local
ecological resources. Game population and movement will be dosely moni-
tored to determine game trail clearing and trail use; these activities will be
closely coordinated with the national park authorities.
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Box 6.2. Kunda Nordic Cement A/S, Estonia

Kunda Nordic Cement A/S (KNC) is the first IPc project in Estonia. The KNC
plant is thought to be the country's single largest source of particulate
emissions; at 140,000 tons a yeai; its emissions account for one-third of all
particulate emissions in the country. Implementation of thd project will
reduce plant particulate emissions by 98 percent.

KNC, which is located on the Gulf of Finland, about 100 kilometers east
of the capital, Tallinn, is jointly owned by the government of Estonia and
Atlas Nordic Cement, a consortium of foreign cement producers that
includes Scancem International, Holderbank of Switzerland, and Atlas
Cement of the United States. The feasibility study for the project was.
partially financed by the IFC through its Finnish and Swiss trust funds. The
total project cost is estimated at $44 million, about $7.5 million of which is
earmarked for environmental improvements. The iFc is making a. $6
million loan and a $4 million equity investment in KNC.

The IFc's investment will finance modernization of the KNC plant, which
was constructed in the 1960s with Russian technology- The first phase of
the modernization includes improving pollution and environmental con-
trol systems, upgrading plant equipment to meet competitive production
standards, reducing energy consumption, and developing a new port
facility that will reduce port handling costs by about 90 percent.

The IFC's Technical and Environment Department provided guidance
for the development of an environmental management plan that integrates
the environmental, health, and safety concerns identified in an environ-
mental audit completed before project appraisal. The plan serves as a
vehicle for assessing progress in CNC's environmental improvements.
Equipment will be installed to reduce emissions from the kilns, cement
mills, and oil shale mills to comply with World Bank guidelines.

KNC has employed an environmental manager to oversee implementa-
tion of the environmental management plan, which indudes the environ-
mental, health, and safety program for reducing air emissions and treating
liquid effluents; disposing of solid wastes; preventing spills; monitoring
impacts associated with the dredging of the port fiacility, the disposal of
dredged material, and the potential impact on fisheries; and preventing
accidents and employee exposure to dust and noise.

The project is expected to generate significant economic benefits for
the regional economy, including environmental and health benefits for
XNC's employees and the local population. Additional benefits, such as
increased yields from agriculture, livestock, and forestry, could result
from cleaner air. The IFc is conducting a study to quantify the expected
economic benefits to the region from the environmental improvements
yielded by the KNC project. The Finnish Fc Trust Fund, KcNc, Finnfund,
and NEFCO, the Nordic investment Bank's environmental affiliate, are
also supporting this study.
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and supervision by WC staff ensure that adverse environmental impacts
do not jeopardize neuA fnvestment projects and thlat unanticipated envi-
ronmental damage during project implementation is arrested quickly. In
addition, project sponsors must submit annual implementation updates,
enabling the Environment Division to monitor the sponsor's compliance
with, and progress on, actions recommended by the IFC.

During this fiscal year, the Environment Division staff and other IFc
technical specialists made numerous site visits to appraise projects,
visiting all those in category A and several in category B. Problems were
investigated, recommendations were made for their resolution, and a
tirnetable was agreed on for addressing pmblems or outstanding issues.
The IFC's experience with monitoring and supervision revealed that solid
waste management and occupational health and safety, whic can be
improVed to some extent by training, need more attention and resources
from project sponsors. The social impact of projects also warrants better
plannimg on the part of project sponsors.

In fiscal 1994 the IFC instituted practices designed to achieve greater
rigor and transparency in the environmental aspects of its investments.
Arevised environmental review procedure was established for proposed
projects. Key changes were expanded public disclosure requirements for
category A and B projects, including release of envirornmental informa-
lion on proposed projects (environmental assessments for category A
and envirornmental review summaries for category B) at the Bank's
Public iformation Center. The IFC also requires that sponsors of cate-
gory A projects consult with local affected groups and interested parties
during preparation of the EAS.

Under the IFCs Technical Assistance Trust Funds program, launched
in mid-1988, resources from bilateral and multilateral donor agencies
were used to assist project sponsors. -Trust funds financed the technical
assistance needed to carry a project idea through the preparatory stage
to a well-designed proposal able to meet the investment criteria of the
IFC and prospective investors. Trust fund donors included Australia,
Canada, the Commission of European Communities, India, Italy, Fin-
land, Japan, the Netherlands, Norway, Sweden, Switzerland, the United
States, and the UNDP.

Environmental Performance

Improved envirorunental performance was noteworthy in several areas
and countries. For example, in their site visits during this fiscal year, mc
staff found substantial improvement in the environmental performance
of Argentina's oil and gas industry, in part achieved through privatiza-
tion and more active enforcement of environmental requirements by the
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government. The IFC played an importarn role by requiring that its
investments in the oil and gas sector comply with applicable World Bank
policies and guidelines (or, in hieir absence, intemational best practice),
as well'as with the Argentine govermnent's requirements. An oil and gas
*industry association and several companies requested assistance with
training and the transfer of expertise and technology, and the companies
themselves have made substantial investments to improve their environ-
mental performance. In many companies the senior management has
intemalized the concept of ecoefficiency, and an active dialogue on
regulatory issues continues between the Argentine government and the
oil and gas industry

The IFC's environmental review process and investment practices
assisted the privatization of formerly state-owned enterprises in Cen-
tral and Eastem Europe, producing considerable improvement in
environmental performance. Investments were made in new waste
treatment systems, and waste minimization, recycling, fuel switching,
and energy-efficiency improvements were achisved. Examples in-
clude the following.

A folrnerly state-owned lighting manufacturer in Poland, through
a joint investment by the Ic and Philips Lighting of the Nether-
lands, modernized and upgraded its operations. Outmoded ma-
chinery was replaced, and new machinery made possible a more
careful dosing of the mercury used in fluorescent lamps, thereby
reducing the danger of mercury contamination and permitting the
safe recovery of mercury from lamps broken and rejected during
*manufacture. Air emissions were reduced significantly, and a so-
phisticated wastewater treatment facility was installed. Philips
Lighting Poland, the successor private company, now produces 14
million highly efficient. compact fluorescent lamps annually, for
domestic use and for export.
In the Czech Republic, Moravia Glass, a formerly state-owned
company, was modemized and expanded through a joint invest-
ment by the IFC and Vetropack, a leading Swiss glass- and plastic-
container firm. At the new company, Vetropack Moravia Glass
(VPMG), a highly efficiealt giass-melting furnace will replace obso-
lete and highly polluting furnaces. The new furnace is expected to
increase energy efficiency by about 13 percent. VPMG is also explor-
ingcolntainer glass recycling to replace virgin rawmaterialsin glass
manufacturing.
Fibranova's medium-density fiberboard plant in Cabrero, Chile,
is a state-of-the-art installation that produces more than 100,000
cubic meters of high-quality reconstituted wooden panels a year,
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for domestic use and export (about 75 percent). The panels are
used to make furiliture, subflooring, construction panels, and
toys, and they can be substituted for particle board, plywood,
hardboard, and wood used in making moldings. The raw mate-
rials are wood from pine plantations and green or wet sawmill
waste. Additional environmental installations recommended
by the IFC and put In place include a water deaeration tank and
civil works to ensure proper drainage and to capture waste,
such as oil and other hazardous materials. Supervision and
monitoring by IFC staff in fiscal 1994 revealed satisfactory plant
operations.

In fiscal 1993 the IFC conducted an independent energy audit of the
dyeing, printing, and finishing operations of Arvimd Mills, a leading
textile manufacturer in Ahmedabad, India, in which the IF had invested.
The audit was supported by the U.K. Overseas Development Admnini-
stration. As of mid-1994 several of the audit's energy-saving and effi-
ciency recommendations were being implemented. For example,
machinery for dyeing and finishing was being enhanced with energy
control equipment; lignite was being partially replaced with coal to
obtain more fuel efficiency; and compressor leakages were being control-
led to save energy. Arvind Mills' management was examining the feasi-
bility of additional recommendations. The IFC supervised the project in
fiscal 1994.

The monitoring and supervision of envirornmental aspects of. IFC pro-
jects are also illustrated by the Phase I audits of several smaller projects
in Sub-Saharan Africa. The audits were conducted during fiscal 1993 and
1994 (see boxes 6.3 and 6.4).

Expanded 7iaining in Environmental Risk Management

In late fiscal 1993 and early fiscal 1994 the IFC conducted a needs assess-
ment of the training and tools required by project sponsors to establish
an environmental risk management system. A representative sample of
project sponsors was interviewed to determine hzow the IFC could
strengthen its support and enhance two-way comnmunication on envi-
ronmental matters. Discussions with clients revealed a number of areas
in which comrmunications and support could be reinforced. It became
clear that financial intermediaries needed training to establish an effec-
tive environmental risk management systemi for their investments.
Sponsors of category B projects needed better tools and techniques to
improve their communications with IFC staff on the measures to be
implemented to correct environmental issues and problems. As a result
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Box 6.3. Envrironmental Audits: The Africa Project
Development Facility and the Africa Enterprise Fund Project

The Africa Project Development Pacility (AI'DI), founded In 1986, advises
African entrepreneurs who areseeking to start new ventures,or to expand,
modernize, and diversify existing ones, In a wide range of industries. It
helps them formulate project proposals; carry out feasibility, marketing,
and technical studies; and identify domestic and foreign financial and
technical partners. By the end of 1993 the rDL DFhad assisted 163 projects
and helped project sponsors raise about $188 million in financing. The
AP'DP Is cosponsored by the mc, the African Development Bank, and the
UNDP and receives ndditional funding from fifteen donor countries. The
Africa Enterprise Fund (Am') was launched by the rc In 1989. It finances
smaller projectswith costs rangingfrom$250D000 to $5 million, in all types
of IndusLies owned or managed by local entrepreneurs. By mid-1994 the
fund had approved $69.7 million in debt and equity financing for 110
projects in twenty-four countries.

Between May and July 1993 the erc carried out environmental audits of
thirty-nine projects financed through the AJ3V or assisted by the APDF. The
objectives of the auditswere to assess project compliance with World Bank
occupational health, safety, and environmental (OHS&E) guidelines; to
evaluate the guidance that project sponsors receive on OHS&E issues; to
advise on measures for improving the OHS&E status of the sponsor compa-
nies; to recommend ways of improving the IPC project review system to
ensure compliance with OHS&E requirements; and to identify what addi-
tional assistance the wFc could provide.

The project sites visited were in Benin, C6te dclvoire, Ghana, Kenya,
Mauritius, Swaziland, Uganda, and Zimbabwe. They induded nine plan-
tations; seven food processors; four projects each in tourism and property
development; three each in vegetable oil and fat processing, other zgrifood

of these expressedneeds, an expandedprogram of internal and external
training was designed and is being implemented by the iFc.

To strengthen its staff capability in the environmental area, early in
fiscal 1994 the MIc launched an intensive training program in environ-
mental risk management and the revised environmental review proce-
dure. Half-day workshops were conducted for all investment
departments, the Legal Department, and the Economics Department.
About 250 staff participated in the workshops, including department
and division managers. The workshops continue to be offered on a
quarterly basis.
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industries, wood and wood product manufacturing, and metalworking;
and two In the plastics industry, For prjects (one in Botswana and nine in
Nigeria) that could not be visited, the potential environmental issues for
each industry or manufacturer were identified by means of desk reviews.

The audits recommended various measures to mitigate environmental
problems. Eleven projects (or 28 percent) required significant corrective
measures, and nineteen projects (or 49 percent) needed minor corrective
solutions. The principal envimnmental problems related to the use or
handling and disposal of hazardous materials and wastes; effluent treat-
ment and disposal, including spill prevention; the potential for resource
and energy conservation; waste minimization and pollution prevention,
Including recycling; attention to water quality; use of safety equipment
such as gloves, masks, and boots; worker training;. and sustainable man-
agement of resources such as hardwood forests and fish stocks.

The audits estimated that about 80 percent of Ihe problems identified
could be corrected through better management practices, without addi-
tional capital expenditures. These practices include upgraded plant opera-
tion, improved worker training, and incentives to workers to use safety
equipment. Only three projects would need significant spending for addi-
tional equipment to solve the environmental problems-about $10,000 or
less in each case. Audit reports were sent to each of the project sponsors,
and corrective action plans have been requested from them. The IFC will
maintain close contact with the sponsors to make certain that the recom-
mended measures are implemented, and Environment Division staff are
available to provide technical support, including site visits, as necessary.

The audits also revealed that the nc could provide more assistance in
the form of training'for IFc, AEP, and APDF regional staff and for repre-
sentatives of the sponsor companies. In addition, IFc staff work with
counterparts in the World Bank on encouraging institutions and govern-
ments to pay more attention to OHS&E issues.

An innovative training program was initiated for financial institutions
in developing countries and for the newly independent countries in
Eastern Europe that are current or prospective clients. Through the
Environmental Risk Management workshops, investment officers were
trained to screen proposed investments for any unacceptable risks to the
environment that could jeopardize the investments and make them
inviable, both for the companies and, ultimately, for the financiers. The
several risks that could stem from environmentally unsound projects are
credit risk (delayed payment or writeoff of interest and principal), posi-
tion risk (devaluation of company's securities), security risk (defunct or
devalued collateral), legal risk (liability for cleanup costs after foreclo-
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Box 6.4. Addressing the Environmental implications
of thl Chiparawe Farms Project

Chiiparawe Forms (Pvt.), Ltd., is n 3,500-hectare mixed-forming operation
In Marondera District, Zimbabwe, 100 kilometers southeast of Hoarare. In
1992 the project sponsors airfreiglgted vegetables worth $1,8 million di-
rectly to U.K. supermarket chains, making them the single lar gest grower
and exporter of vegetables in Zimbnbwe, An irrigation dam and a 10.s-
million-megaliter reservoir on the Inyangul River are being constructed to
meet Chiparawe's increasing demand for water, shortages of which have
severely constrained Increases in production. Key potential impacts of this
category B project include loss of grazing land, effects an riverine hydrol-
ogy, an Increase in waterborne diseases, and the-impacts of construction.
The land being flooded is nonarable, rocky scrubland void of human
settlements.

The sponsors plan to replant indigenous plant species on land that is
likely to be disturbed by the dam construction. In addition, they will
contribute to the river fishstocks by introducing native fish species to the
reservoir, and they will allow farm workers and local inhabitants to fish
the reservoir on a noncommercial basis. A 900-hectare wildlife conserva-
tion area is being established adjacent to an existing 735-hectare conserva-
tdon area, with the reservoir forming a natural protective boundary to the
west that will provide a safe haven for the region's wildlife. Local school-
children will be allowed to come to the conservation area to study the
environrnent and animals.

The farms employ 550 people and produce maize, tobacco, soybeans,
wheat, and horticultural crops, including sugar snap peas, passion fruit,
and snow peas. The reservoir will provide sufficient irrigation to meet
anticipated growth of horticultural exports by expanding the cultivated
area from 311 hectares to 550 hectares over ten years and further diversi-
fying production to include perennial blueberries, raspberries, asparagus,
and other vegetables. The reservoir will also benefit other farms and
subsistence farmers downstream by maintaining year-round flow of the
Inyangui, which often slows to a trickle during dry seasons. The project
costs of $1.87 million are being supported by a loan of $0.79 million from
the Africa Enterprise Fund.

sure), and funding risk (reduced access to, and increased cost of, capital
from international markets). IFC techniques for environmental risk man-
agernent enable financial institutions to gain competitive advantage by
assessing and managing environrmental risk as part of the regular credit
review process. Financial officers identify projects with unacceptable
environmental risks and either reject them or make them acceptable by
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lessening the risks, to the extent fensible, tlhrough environmulental analysis
and transfer of the rrmaining environmental risks to third parties-for
example, through environmental insurance.

A pilot training module was developed early in the year and was
tested In India witlh tle management and staff of a venture capital firm
and a leasing company. Buttilding oln the results of the pilot training, the
iwe coniducted worksshops for an additional niniety-six financial institui-
tions located in Argentina, Brazil, Colombia, Indonesia, Mexico, Peru,
the Phiiippines, Russia, Singapore, Slov 3nia, Tanzania, Thailaind, and
Ukraine. More than 350 staff from the financial-institutions were intro-
duced to techniques for appraising the environmental aspects of invest-
ment projects (including opportunities for pollution prevention, waste
minimization, and energy efficiency) and managing environmental risks
by working alongside project sponsors to address outstanding environ-
mental issues.

During the year the IFC completed a project designed to help the
sponsors of small and medium-size projects meet high environmental
standards cost-effectively and to contribute to the efficiency of project
appraisal and monitoring by the c;C and its financial intermediaries. In
late fiscal 1993 and early fiscal 1994, with funding support from the.
Norwegian Agency for Development Cooperation, mFC and Norwegian
consultants developed forms and guidance materials to facilitate the
exchange of enviromunental information about projects between the IFC
and project sponsors. The expanded training program in envirornental
risk management for iFc staff and financial intermediaries was also an
outgrowth of this effort. Two brief reports, "Environment Management
Systems" and "Environmental Improvement Techniques," were pre-
pared to provide additional guidance to project sponsors on improving
the efficiency of their environment-related activities.

The Environmental Business Sector

The worldwide marketfor environmental goods and services is expected
to grow rapidly, and the IFC estimates that it could double from roughly
$300 billion in the early 1990s to $600 billion by 2000. For the past several
years the IFc has actively encouraged investments in envirornmental
projects in such areas as water supply and wastewater treatment, solid
andhazardous waste m.1nagement, the manufacture of cleanproduction
technology and pollutic k. control equipment, recycling, and ecotourism.

In screening project proposals, tlhe IC considers a variety of factors,
such as the host country's support for private investment and the project
sponsors' record, management capability, and ability to mobilize finan-
cial resources for the project. It also carries out a preliminary assessment
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of the project's viability, Projects that prove satisfactory in these respects
are closely followed, and thn, Ic provides teclnical assistance, asl neces-
sary. to help the sponsnrs strengthen the project. In cases where projects
do not meet the IFC's criteria, the -Pc can, at the request of the sponsors,
help Identify weaknesses in the business plan and offer guideance on
wnys to improve the project's viabtlity. The EnIvlronment Division lden-
tifies promising environmental projects and works witl project epoisors
to develop them Into bankable projects as needed, It works closely with
the iFc's investment departments-in particular, withl the Infrastructure
Department-in carrying otut this activity.

Over the past year the iec received more tlhan 100 expressions of
hIterest in financial participation in enivironmental projects, of which
forty were considered appropriate for possible IFC involvement, About
73 percent of the.project proposals were In Asia and L'atin Anmerica,
The largest number of projects considered bankable by the 11C originated
in Latin America. Twenty-nine of the project proposals that the IPC
seriously considered during fiscal 1994 are for areas with which the
private sector in industrial countries already has substantial experience,
such as water supply, wastewater treatment, and waste management.
Companies from Prance, the United Kingdom, and the United States
sponsored the largest number of waste management and water supply
projects.

In fiscal 1994 the lc approved its first wastewater project, a 750-
liter-per-second wastewater plant to serve Puerto Vallarta, Mexico, an
international tourist destination. In developing the financial structure
required to attract foreign investors, the mc worked closely with the
sponsor, Mexican financial institutions, and the government of Mexico.
The project is serving as a model for financing other private sector
environmental projects in Mexico.

The second environment project was an investment in Aguas Argenti-
nas, the private sector consortium that will operate, improve, and ex-
pand water and wastewater services in metropolitan Buenos Aires. This
project represented the largest privatization of water services outside
Western Europe. Aguas Argentinas serves a population of nearly 9
million in an area of more than 500 square kilometers. Capital require-.
ments, all to be raised privately,.are significant. In the first five years of
the thirty-year concession, Aguas Argentinas will invest $1 billion in
improvenments and construction of new facilities.

The IFc encourages the use of clean technologies and processing
modifications to reduce energy consumption. For example, during fiscal
1994 it supported a project that will help EDENOR, a recently privatized
Argentine company that provides electricity distribution services to the
greater Buenos Aires area, to improve electricity distribution, decrease
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energy waste and loss, and lower prices. In Thailand the wc provided
financing for the Star Petroleum Refining Company to build a new
refinery that will help significantly in meeting increased domestic de-
mand for clean, high-quality petroleum products. The ImC also made a
$4 million loan to the Alliance ScanEast Fund, for investments in Central
and Eastern European companies that will promote more efficient en-
ergy use, finance enviromnental technologies, reduce pollution in the
pulp and paper industries, and modemize oil refineries to produce
cleaner fuels than current fuels with high sulfur and benzene levels.

A project identification and development study on waste paper gen-
erated in the countries of the European Union was financed through the
European Union Asia Trust Fund and carried out for the IFc by an
independent consultant. The study, completed in 1994, proposed, as a
cost-effective way of making use of unsorted, mixed waste paper, that
the paper be exported to paper- and fiber-scarce countries in South and
East Asia, where recycled wastepaper would help meet rapidly growing
demand for high-value paper goods. A promising venture of this type-
one that would help solve a waste-disposal problem in industrial coun-
tries while saving resources in developing countries-is likely to emerge
in the near future. "Papermaking Opportunities Using Recycled Fiber,
a summary of the study, was issued February 1994 by the lc in conjunc-
tion with the European Union.

During fiscal 1994, the irc engaged the major intemational private
sector water and waste management comparies in discussions on im-
proving the number, quality and diversity of projects for possible IFc
financing. IFc staff are also assessing the feasibility of developing venture
capital and equity funds aimed at the environmental business sector, as
well as at activities that promote biodiversity, at ecotourism, at energy
efficiency, and at altemative energy and renewable resource use. A
biodiversity equity fund is being explored, and discussions are under
way with potential partners. Within the context of a new programmatic
activity using GEF funds alon with IFC investments, the Environment
Division is appraising several projects for sustainable commercial for-
estry. In addition, a number of small-scale ecotourism ventures are being
examined for possible financing.

Fc staff made presentations on environmentalbusiness opportunities
at numerous conferences and seminars. These presentations enabled
staff to respond to inquiries from companies about Ic investments in
environmental projects and other projects that niinimize environmental
risks; Staff also fielded questions about appraisal methodology, indus-
try-specific environmental issues and problems such as the management
of hazardous wastes and energy efficiency, and eligibility for grant
funding through GEF and MFMF mechanisms.
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Global Environmental Activities

Concern about the depletionl of the earth's nonrenewable resources and
the limited capacity of the earth to absorb or recycle wastes is rapidly
changing the way business is conducted. The replenishment of the GEF
and recent international agreements such as the Framework Convention
on Climate Change, the Convention on Biological Diversity, and the
Montreal Protocol on Substances that Deplete the Ozone Layer demon-
strate a growing awareness that efforts to address these issues need to
be continued and that global cooperation is essential.

The widely accepted intemational conventions mentioned above give the
IFc a unique opportunity to participate in business developments that
promote the objectives of these conventions, such as increasing energy
efficiency, developing renewable sources of energy and deaner production
of energy, reducing natural gas flaring, and phasing out the use of chlo-
rofluorocarbons (CFcs), halons, and other ozone depleting substances.

Among the sources of multilateral grant funds for eligible private
sector projects are the GEF and the MFMP. The money available is limited
to specific types of projects and allowable incremental costs. The IFc
seeks to leverage these funds to obtain additional private sector invest-
ments. IFC consultants funded by the GEF and the MFMP are working with
staff to identify private sector projects and activities that would be
eligible for GEF and MFIv grants. GEF grants are being sought for projects
m energy efficiency, reduced gas flaring, renewable energy utilization,
"clean coal" and coalbed methane, and unconventional wastewater
treatment.

One of the proposed WC projects is a small-scale enterprise project fund
of $4 million-$6 million to provide incremental risk capital directly to
smaller ventures or through financial and other intermediaries (banks,
NGOs, and venture capital companies). Funding would range from hun-
dreds of thousands to perhaps $2 million to optimize global environ-
mental benefits while maintaining essential profitability. IFC staff have
identified a wide range of potential business deals, including energy-
efficiency projects, nontimber forest products, and ecotourism ventures.

The IFC has also proposed a $5 million GEF private sector energy-
efficiency project in Poland to catalyze the adoption of compact fluores-
cent lamps (CFLs) and related lighting equipment through a direct
manufacturer wholesale price reduction program and utility promotion
program. Improved lighting is expected to directly decrease the coal-fired
baseload and peak electricity demand in Poland. Project participants
would include local manufacturers of CFL and related equipment (includ-
ing Philips Lighting Poland and other lighting manufacturers), the Polish
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Power Grid Company, the Warsaw and Gliwice electricity distribution
companies, the Polish Foundation for Energy Efficiency, and the IFC.

Investigations are being carried out to find avenues for promoting
investment in the preservation of biodiversity and in sustainable devel-
opment practices. At present, ecotourism ventures and projects to pre-
serve endangered plant and animal species are often unattractive to
potential sponsors becatuse of their small size. Thus, one avenue being
explored is the creation of an equity or venture capital fund that would
package together for investment a number of small projects in different
countries.

The Bank and the IFC also have begun to explore, independently of the
GEF, the establishment of venture capital funds for biodiversity and
renewable energy and energy efficiency projects in developing countries.
Although these funds have been defined only conceptually at this stage,
the wFc and the Bank are examining the feasibility of implementing these
initiatives in partnership with private venture capital funds, private
foundations, and interested bilateral donors.

During fiscal 1994 the IFc expanded its activities related to the Mont-
real Protocol. It is working with its clients in several countries to phase
out the use of ozone depleting substances. Reviews of the IFC porffolio
in India and. Turkey have already been conducted, and several projects
have been identified for appraisal during fiscal 1995. Potential opportu-
nities in Latin America and Sub-Saharan Africa are also being pursued.
In Eastern Europe the IFC, with funding from the GEF, is assisting two
Slovakian companies in phasing out these chemicals.

The IFC is engaged in a wide range of activities with businesses and
NGOs worldwide to promote environmentally sound business practices
and to encourage communications on a variety of environmental issues.
Among others, the wFC is in contact with the Business Council for Sus-
tainable Development and its regional networks; the World Industry
Council for Environment, organized by the International Chamber of
Commerce; the Foundation for Sustainable Development in Latin Amer-
ica; the International Network for Environmental Management; the
International Institute for Energy Conservation; and the Earth Council.
A dialogue continued during fiscal 1994 between the wFC and leading
environmental NGOs on working more effectively with the private sector
to achieve environmentally sustainable development.

During the year the IFC also discussed project proposals with the four
major regional development banks-the African Development Bank, the
Asian Development Bank, the EBRD, and the IDB-and with a number of
other multilateral and bilateral development institutions. In addition,.
discussions were held on ways in which increased collaboration and
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consultation between thie irC and these institutions could foster environ-
mentally sound private sector investments to achieve the goal of sustain-
able growth.

Future Directions

The InC plans to expand its activities in four areas over the short and
medium term. First, it will undertake more training activities to
strengthen its capabilities in environmental risk management. Increased
trainung will benefit both IFC staff and the staffs of financial intermediar-
ies and project sponsors, expanding their knowledge and skill in analyz-
ing and managing environmental risk. Second, the Dc will pay greater
attention to project supervision, monitoring, and implementation, par-
ticularly for projects that have significant environmental components
and possible impacts requiring sustained attention and greater capadty
on the part of project sponsors. Third, the IFc wil step up efforts to
develop new environrmental initiatives funded through the GEF and the
MEMP. Such projects will focus on reducing ozone depleting substances,
offsetting carbon emissions, and promoting energy saving and efficiency,
biodiversity conservation, and ecotourism in eligible countries. The
corporation will also seek to improve the quality, diversity, and geo-
graphic distribution of environmental projects that it might finance.
Fourth, the IFC will continue to explore the feasibility of new financing
mechanisms for environmental projects, such as specialty fumds estab-
lished with other multilateral banks and private groups, venture capital
funds, and specialized credit lines to financial intermediaries.

Note

1. Ic projects are categorized according to their potential impact on the
environment in the same way as Bank projects. These categories are described
in chapter 2. In addition, the rc adopts a fourth category, that of financial
intermediaries, for projects that include numerous subprojects for which a
financial intermediary must conduct environmental reviews.



Annex A. Environment-
and Social-Related Operational
Policies and Bank Procedures

Beginning in fiscal 1993 existing Operational Directives (ODs) began to be
revised and incorporated into a new system of operational policies and
Bank procedures. The new system comprises three categories of outputs:
Operational Policies (ops), Bank Procedures (BPs), and Good Practices
(GPs). Where the policies listed below have already been converted and
reissued, the new citations are given. Where conversions are under way,
the new ctations are annotated in parentheses as "to be issued."

Primary Statements on Environment and Social Issues

OD 4.01 Environment Assessment (to be issued as OPlBP/GP 4.01)

This document outlines Bank policy and procedures for the environmental
assessment and environmental analysis of Bank lending and operations. All
environmental consequences are recognized early in the project cycle and
are taken into account in project selection, siting, planning, and design.

OD 4.02 Environmental Action Plans (to be issued as OPIBPcGP 4.02)

This document outlines Bank policy and procedures relating to the
preparation of country envirormental action plans by IBRD and IDA
borrowing governments. The Bank encourages governments to prepare
environmental action plans and supports this work. The actio plan
identifies key environmental problems, sets priorities for dealing with
them, and leads to a comprehensive national environmental policy and
programs to implement the policy. The Bank reflects the. findings and
strategies of the country's plan in Bank work and encourages periodic
revision of the plan as needed.

OD 4.03 Agricultural Pest Management (to be issued as OP/BP/CP 4.03)

The Bank promotes effective and environmentally sound pest manage-
ment practices in Bank-supported agricultural development Any Bank

199
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loan that provides substantial funding for pesticide procurement or
increases the use of pesticides in the project area must include specific
measures to achieve this aim and to promote safety in pesticide handling
and use.

oP 4.07 Water Resources Manatgetmtentt

The policy promotes economically viable, environmentally sustainable,
and socially equitable management of water resources. It includes the
provision of potable water, sanitation facilities, flood control, and water
for productive activities. Among priority areas for Bank assistance and
involvement are the development of a comprehensive framework for
designing water resource investments, policies, and institutions; adop-
tion of appropriate pricing and incentive policies for water resources;
decentralization of water service delivery; restoration and preservation
of aquatic ecosystems against overexploitation of groundwater re-
sources; avoidance of water quality problems associated with irrigation
investments; and establishment of strong legal and regulatory frame-
works to enforce policies. In cases where borrower progress in priority
areas of water resources management areas is deemed inadequate, Bank
lending is limited to operations tat do not draw additionally on a
country's water resources.

OD 4.20 Indigetious Peoples (to be issued as OPP/BrGP 4.10)

This policy ensures that (a) indigenous people benefit from development
projects, and (b) potentially adverse effects of Bank projects on indige-
nous people are avoided or mitigated. An Indigenous Peoples Develop-
ment Plan is prepared, as appropriate, in tandem with the main
investment project.

OD 4.30 Intvolun2tary Resettlenuzent (to be issued as OP/BP/GP 4.12)

This document outlines the Bank policy and procedures covering Bank
staff and borrower responsibilities in operations involving involuntary
resettlement. Any operation that involves land acquisition or is screened
as a category A or B project for environmental assessment purposes is
reviewed for potential resettlement requirements early in the project
cyde to protect the livelihood of people who lose their land, their houses,
or both. The objective of the Bank's resettlement policy is -to assist
displaced persons in their efforts to restore or improve former living
standards and earning capacity. To achieve this objective, the borrower
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is required to prepare and carry out resettlement plans or development
programs.

OP/GP 4.36 Forestrj

Bank lending in the forest sector aims to reduce deforestation, en-
hance the environmental contribution of forested areas, promote af-
forestation, reduce poverty, and encourage economic development.
Sector work should examine the legal and institutional basis for
ensuring environmentally sustainable development of the forest sec-
tor. The Bank expects governments to have in place adequate provi-
sions for conserving protected areas and critical watersheds and for
establishing environmental guidelines and monitoring procedures.
The Bank does not provide financing for logging in primary tropical
moist forests.

OD 9.01 Proceduresfor Investment Operations under the Global
Environment Facility (to be issted as OPIBPIGP 10.20)

This policy describes the steps, in addition to standard Bank investment
lending procedures, required to process GEF operations. Other GEF op-
erational procedures, induding those for environmental assessment,
generally follow standard Bank procedures for investment lending.

OD 4.00, Annexes B-B4 Environmental Policyfor Darn and Reservoir
Projects (to be issued as OPJBP/CP 4.05)

The Bank's environmental policy for dam and reservoir projects aims to
avoid, minimize, or compensate for adverse environmental impacts
wherever possible, using project design features (for example, modify-
ing dam location or height) and measures implemented as part of the
project. The potential project impact is deternined at an early stage with
the advice of environmental specialiF¼,.

Operational Policy Note 11.02 Wildlands: Their Protection
and Management in Economic Development (to be issued as
OP/BP/GP 4.04 under the title Natural Habitats)

The Bank supports the protection, maintenance, and rehabilitation of
natural habitats. The Bank does not finance projects that involve the
conversion of designated critical natural habitats. Where there are no
feasible altematives for projects that convertnatural habitats, mitigation
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and restoration are included in the project to minimize habitat loss. In
addition, the Bank may require that the project include the establishmtent
and maintenance of an ecologically similar compensatory area.

OperationIal Policy Note 11.03 Managenmenit of Cultural Property
it Bank-Financed Projects (to be issuted as OP/OP/OP 4.11 uttider the title
Ctulttural Propertj)

The Bank's general policy regarding cultural properties is to assist in
their preservation and to seek to avoid their elimination. The Bank
normally declines to finance projects that will significantly damage
nonreplicable cultural property, and it assists only those projects that are
sited or designed so as to prevent such damage.

Statements Supportive of Environment

OPIBPIGP 8.41 Institutional Development Fund (IDF)

The Institutional Development Fund is a grant facility designed to fill
gaps in the Bank's set of instruments for financing technical assistance
for institutional development work associated with policy reform, coun-
try management of technical assistance, and areas of special operational
emphasis, particularly poverty reduction, public sector management,
private sector development, and environmental management.

OD 14.70 Involving Nongovernmental Organizations in Bank-Supported
Activities (to be issued as OPInP/OP 14.70)

This policy sets out a framework for involving NGOs in Bank-supported
activities and provides staff wvith guidance on working with NGOs, bearing
in mind their potential contribution to sustainable development and pov-
erty reduction. NGOs heighten awareness and influence policy concerning
environmental degradation, involuntary resettlement, and tribal people.

Statements with Environmental References

OD 2.00 Couintry Economic and Sector Work (to be issued as orvplrnp 2.00)

Country economic and sector work analyzes the macroeconomic and
sector development problems of borrower countries. As the long-term
quality and sustainability of development depend on other factors in
addition to economic ones, country economic work may also focus on
questions of the environmental effects of altemative policy options.
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OD 2.11 Couttry Assistance Strategies (to be issted as OPrI'/&'K 2.11)

Country assistance strategies (CASs) for IDA and IBRD borrowers are
analytic and issue-oriented statements that provide information
on historical pernpective and recent economic and portfolio per-
formance; the country's external environment in terms of external
trade, investment, and financial policies; and the Bank's CAS. CASS
are reviewed regularly by the Bank's Executive Directors. The CAS
presents the main objectives of the Bank's program of assistance
for the country, including efforts to reduce poverty and sustain the
environment.

OD 2.20 Policy Framewvork Papers (to be issted as opiBP/GP 2.20)

Policy framework papers are vehicles for governments to reaci agree-
ments with the Bank and the International Monetary Fund on the broad
outline of medium-term programs to overcome balance of payments
problems and foster growth. The papers should maintain an adequate
balance in the coverage of macroeconomic, sectoral, social, environ-
mental, and institutional aspects. In the diagnoses of the current situ-
ation, any long-term constraints on development, including the
enviromnent, should be covered briefly.

OD 4.15 Poverty Reduction (to be issued as OPABPIP 4.15)

Sustainable poverty reduction is the Bank's overarching objective. Main-
taining the environment is critical if gains in poverty reduction are to be
sustained and if future increases in poverty are to be avoided. In sector
work, particular attention is paid to the impact of sector policies on the
links between environmental issues and poverty.

OD 7.50 Projects on International Wateraays (to be issuted as
oiPyp/cGP 7.50)

The Bank recognizes that projects involving the use of international
waterways for development purposes may affect relations between the
Bank and its borrowers and also between states, whether members of the
Bank or not. The international aspects of Bank-supported projects on
international waterways are brought to the fore and are dealt with
through notification of other riparians; determination of the proposed
project's potential to harm the interests of other riparians through dep-
rivation of water, pollution, or otherwise; and negotiation and agree-
ments between states at the earliest possible opportunity.
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on 8.40 Technrtical Assistanice (to be issued as oaw/ Gp 8.40)

Technical assistance (TA) for policy and project preparation includes
support for environrmental action plans, project preparation, and envi-
ronmental assessment. Institutional development TA addresses the need
to strengthen capacity for environmental analysis and enforcement.

On 8.60 Adjustniien t Lentding Policy (to be zsszted as OPt/l/PGP 8.60
utnder t1e title Adjustment Lendtinig)

Analysis of adjustment programs considers implications for the environ-
ment. Bank staff review the environmental policies and practices in the
country. The design of adjustment programs takes into account the
findings and recommendations of such reviews.

OPIBPryp 10.00 Investment Lending: Idettificationt to Board Presentation

During project identification, Bank staff decide on the environmental
category assigned to a project, the type and tming of any environmental
assessment, and the environmental and natural resource management
issues to be examined. The project identification document and staff
appraisal report on or track these same points. The memorandum and
recommendation of the Bank's president discusses the project's environ-
mental impact, the main findings of the environmental assessment,
consultation with affected groups, and feedback to these groups on the
findings of the assessment.

OPIBP/GP 10.04 Ecoinomic Evalutation of Investment Operations

This policy includes consideration of global externalities as part of
economic evaluation of investment operations when there is an-interna-
tional environmental agreement in force on related topics (whether or
not the country is a party to that agreement) and where the country
project is receiving GEF funding.

OD 13.05 Project Suipervision (to be issued as OP/BP/GP 13.05)

A supervision plan should be prepared and discussed for each project
with the borrower during project appraisal. The plan should cover the
entire supervision period and include aspects of the project that require
special Bank attention during supervision, such. as environment. In
addition, in the project implementation summary the project is to be
rated in terms of both the implementation of any environmental compo-
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nent included and any unforeseen environmental deterioration resulting
or threatening to result from the implementation of the project.

QPIWGP 13.55 Inmplementation Completiont Reporting

This policy requires an implementation completion report (icr<) for each
lending operation the Bank finances. The ICR assesses the degree of
achievement of the project's major objectives (including environmental
objectives); prospects for the project's sustainability; Bank and borrower
performance; project outcome; and the plan for the project's future
operation. Special attention is given to evaluation of environmental and
other objectives, in order to improve project performance in these areas
and build a store of information for expanded evaluation. For projects
requiring an environmental assessment, the ICR evaluates specific con-
cemns raised in the environmental assessment process, including envi-
rorunmental impacts anticipated in the EA report; the effectiveness of the
mitigation measures taken; and institutional development andc training
regarding the environment.



Annex B. Guidance on Identification
of World Bank Environmental

Projects and Components

This annex indicates the criteria used to identify Bank projects and
project components having primarily environmental objectives. For the
most part, it is organized according to the traditional areas and sectors
of Bank lending (urban development, transport, industry, agriculture,
health, and so on). However, certain specific types of environmental
interventions, such as watershed management or conservation and those
involving cross-cutting environmental activities, are also distinguished.
It should be noted that this is a working list that will be periodically
reviewed and updated as Bank initiatives in support of country environ-
mental management continue to evolve.

Examples of enuironmental project objectives
Project sector or components

Infrastructure and uirban development

Urban (planning, sites and Urban institutions and planning for
services, housing) pollution control, monitoring, and

regulation and enforcement;
environment-based land use planning;
slum upgrading; wastewater and solid
waste treatment, management, and
disposal; reduction of urban air, water,
and noise pollution

Transport (roads, airports, traffic Traffic management for reduced
engineering) congestion; vehicle fuel efficiency and

modification; reduction of vehicle
errmissions; emission standards; incentives
for higher occupancy vehicles; mass
transit, reduction of marine pollution,
ships' waste, and spills; port
environmental safety and cleanup;
reduction of noise pollution; institutional
strengthening

207
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Exannplcs of c,tw(ronttiwetnlal project objeclives
Project sector or cottmpontents

Water supply nnd sanitation Water quality management (ground and
surface); water pollution abatement;
wastewater nnd sewage treatment,
management, and disposal; water pricing
and conservation Incentives; standard
setting, regulation, monitoring, and
enforcement for quality management;
institutional strengthening

Disaster relief and reconstruction None

Telecommunications None

Industry and finance
Industry Increased plant efficiency; reduction of

waste and emissions; clean technologies;
end-of-pipe pollution abatement;
recycling; control and prevention of air
and water pollution; hazardous waste
treatment, management, storage, and
disposal; standard setting, regulation,
monitoring, and enforcement for quality
management; institutional strengthening

Industrial development finance Lending for pollution abatement; support
to financial intermediaries to conduct
environmental assessment

Natuml resources management

Agriculture and livestock Soil management, conservation, and
restoration; extension for environmentally
sound land management; surface and
groundwater management, pasture and
grazing management; pesticide
management such as integrated pest
management; multisectoral water
allocation; input pricing for water and
agrochemicals; institutional
strengthening; research extension

Forestry Natural forest management, plantation
development, and reforestation;
management and afforestation for
noncommercial uses (for example, social
forestry, extractive reserves); conservation
management, including biodiversity;
institutional strengthening
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PCerin elas ofv/c,virm:tn:teiatl project objectives
Project sector or conmpone,1118 

Watershed management Watershed and i Iver basin protection,
manngement, and rehabilitation;
muiLis Lctorni planning nnd aliocation;
Institutional strengthening

Lnnd management lnnd mapping1 titling and tenure, and
- transfirs lnnd restoration nnd
rectamation; institutional strengthening

Fisheries and marine resource Mnnagement of mairine and freshwater
management resources; coastal zone management;

biodiversity conservation; marine and
riverine fisheries management;
institutiona l- strengthening

Conservation, including Conservation of terrestrial and aquatic
biodiversity biodiversity; protected areas; ex-situ

conservation; financing mechanisms;
training and institutional strengthening

Etnergy

Energy and power sectors Supply-side energy efficiency;
demand-side management and
conservation; reduced emissions;
alternative and renewable energy
technologies; removal of energy
subsidies; institutional strengthening;
standard setting, regulation, monitoring,
and'enforcement

Population aRd huntat resources

Population None

Public health and nutrition Environmental health components

Education Environmental awareness and education;
environmental extension services;
environmental research, science, and
technology

Social Resettlement associated with biodiversity
projects; preservation of cultural property

Cross-cutfting environmental Environmental assessment
activities National Environmental Action Plans

Institutionial development for
environmental policy; regulation,
monitoring, and enforcement; research
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aExaples of envirotin ental project objectives

Natural resource accounting;
environmental indicators; environmental
valuation
Transfer of clean technology
Environmental technical assistancc and
training (Bank and borrower)
Environmental information systems,
including natural resource monitoring
and geographic information systems

SALs (rnoletary, fiscal, exchange Reduction of qubsidies for natural
rate, trade policies) resource use



Annex C. Projects with Environmental
Objectives and Components

Approved in Fiscal 1994

This annex provides details on projects approved by the Bank's Board of
Directors between July 1, 1993, and June 30, 1994, that have environ- -
mental objectives or components. The list illustrates the broad range of
environmental concerns addressed by Bank projects. It includes both
projects with primarily environmental objectives (table C.1) and projects
with significant envirormental components (table C.2). The dollar fig-
ures provided for projects with primarily environmental objectives rep-
resent the Bank share (IBRD loan or IDA credit) of the total project cost.

Table C.1. Projects with Environmental Objectives Approved
in Fiscal 1994
Country Project Proecd desrption

*Africa
Gambia, The Capacity Aims to develop and guide an effective

Building for system for environmental planning
Environmental and management within the National
Management Environmental Agency (NEA) and other
Technical - relevantngencies. Supports
Assistance institutiujnal and policy development
($2.6 million) of the Gambia Environmental Action

Plan, development of -a public
aware uess strategy, electronic and print
media campaigns, an environmnental
inforrTation and monitoring system,
and de elopment of a disaster
awareness and contingency planning
system.
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Calntrt -j Project Project descriptioni

Togo Togo Urban Promotes improvement of the urban
Development environmental management and
($26.2 million) environmental and sanitary conditions

of the Bb Lagoon and supports
community development. Supports
capacity building of institutions in the
area of urban management; improve-
ment of the environment of the Bb
Lagoon through antierosion, dredging
of thle B& Lake, drainage of two pilot
zones, and disposal and treatment of
wastes; community participation
through training programs in environ-
mental management; construction of
public latrines; miniprojects aimed at
improving the urban environment; and
improvement of transport and traffic
conditions.

Asia
Bhutan Third Forestry- Seeks to develop and implement an

Development approach for sustainable protection,
($5.4 million) management, and use of forest

resources by involving rural
communities in improving and
managing local forests related to their
livelihood, as well as increasing the
level of economic activity through
social forestry practices; supports
adoption of multiple-use management
of forest lands, rehabilitation of
degraded forests to maintain their
econormc and environmental benefits,
and improvement of the planning and
implementation capacity of the
Department of Forests.
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Coulntry Project Project description _

China Forest Seeks to develop institutional capacity
Resource and enhance biodiversity conservation
Development through establishment of protected
and Protection forests and nature reserves;
($200 million) establishment of multiple-use

protection forests;, afforestation models
that promote biodiversity and reduce
the incidence of disease damage;
promotion of development of different
canopy levels; and development of
multitiered vertically stratified
canopies to minimize soil erosion and
water runoff. Supports institutional
strengthening of sectoral institutions
such as the Division of Nature
Reserves through pteparation of
national management plans, related
technical assistance, preparation of
policy studies, and strengthening of
information and research services on
key issues related to biodiversity
conservation.

Shanghai Aims to improve and protect drinking
Environment water and halt the rapid deterioration
($160 million) of surface and groundwater quality in

Shanghai through construction of a
major raw water supply intake, pump
stations, and a multiple-barrel
low-pressure supply main;
improvements in existing water
treatment facilities and distribution
networks; protection and improvement
of water quality through construction
of a wastewater conveyance system;
wastewater collection and treatment in
Songjiang Town; construction of a
water quality monitoring facility; and
development of solid waste and
nightsoil management strategies.
Supports institutional strengthening
through technical assistance for
development of a water supply master
plan and geographic information
systems, workshops, feasibility studies,
and preparation of future projects.
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Country Project Project descriptiort

China Loess Plateau Aims to reduce erosion and inflows
(continulled) Watershed of sediment to the Yellow River by

Rehabilitation encouraging sustainable crop
($160 million) production on high-yielding level

farmland; planting of the slope lands
with a variety of trees, shrubs, and
grasses for land stabilization;
afforestation of degraded agricultural
lands in the project area; and
improved livestock management.
Provides institutional support such
as training, technological transfer,
and research support to the Upper
and Middle Reach Bureau to
strengthen its capacity as a leading
agency for soil and water
conservation in the Yellow River
Basin.

India Forestry Supports research on and
Research development of methods for the
Education and conservation of biodiversity.
Extension Components include development
($47 million) and implementation of programs for

ecodevelopment around two
protected areas; financing of a range
of ecodevelopment activities and
concurrent improvements in the
planning and management of the two
protected areas; support for research
aimed at improving protected area
management and the implementation
of ecodevelopment; and a program to
monitor socioeconomic and
ecological changes. In addition,
supports the involvement of local
communities in the planning and
implementation of ecodevelopment
programs.
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Country Project Project descriptioni

India Andhra Pradesh Aims to maintain and improve
(conttitnued) Forestry biodiversity and develop sustainable

($77.4 million) management systems that foster
participation and sharing of benefits
by individuals and village
communities, particularly in forest
areas that are home to tribal groups.
Supports forest regeneration and
rehabilitation; improvement of
adaptive forestry research and
silviculture management; and joint
forest management training in
participatory rural appraisal. Provides
institutional support to the nature
conservation program through
development of an integrated
protected areas system; studies;
boundary demarcations; fire
protection; upgrading of wads; habitat
improvement; captive breeding
programs; and ecodevelopment in and
around selected parks and sanctuaries.

Indonesia Surabaya Urban Seeks to improve urban enviromnental
Development quality by assisting the local
($175 million) governent's capacity to plan,

implement, and operate infrastructure
in an environmentally sound fashion
and by enhancing community
participation through strengthening
the management, staffing, and
financial viability of the local
government water authority for both
water supply and human waste
disposal; prtecting and improving
water quality in the Kali Surabaya;
improving onsite wastewater disposal;
providing offsite sewerage;
demonstrating and evaluating the
potential for conventional and low-cost
offsite sanitation and cost recovery in
human waste services; and increasing
and improving waste collection and
landfill disposal techniques with
improved services. In addition, the
project will protect the rights of
resettlers affected by the project.
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Country Project Project description

Indonesia National Aims to raise the living standards of
(continlued) Watershed poor upland farmers by improving

Management and restoring the productive potential
and of their resource base and at the same
Conservation time to improve watershed
($56.5 mlluion) environinental quality and protect

downstream watershed resources.
Provides institutional strengthening
through improvement of planning,
management, and natural resource
information systems. Supports the
creation of a multidisciplinary upland
research program and training and
extension; development of a critical
watershed on West Java; and
investment for regreening and
reforestation.

Korea, Environmental Aims to strengthen selected national
Republic Technology research institutes to adequately
of Development address environmental issues and to

($90 million) undertake environmental R&D
activities. Provides institutional
support to the policy and planning role
of the Ministry of Environment by
providing overseas training, visiting
experts, and library materials, as well
as equipment and equipment-related
inputs and civil works to house the
equipment.

Lao PDR Forest Assists with the introduction of a more
Management sustainable natural resource
and management system and conservation
Conservation of the country's forest resources
($8.7 million) through support of an institutional

framework and formulation of the
regulatory framework for the forestry
sector; implementation of national
programs on forest resource inventory
and planning; sustainable forest
management and protection;
establishment and management of
protected areas; and provision of the
necessary technical assistance and
human resource development.
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Country Prject _-Projc descriptiont

Pakistan Balochistan Represents the first phase of long-term
Natural support to improve Balochistan's
Resource protection of its environment and
Management management of its natural resources.
($14.7 million) Aims to strengthen the principal

environmental institutions through
formulating environmental policy,
legislation, and regulations;
mnonitoring natural resource
management; and providing training,
technical assistance, and support staff.
Supports site-specific methods of
rehabilitation and development of
degraded forests, watersheds,
rangelands, coastal areas, and natural
habitats. Supports the efficient,
sustainable use of groundwater,
especially by eliminating government
subsidies for drilling tubewells.

Europe and Central Asia; Middle East and Nori Africa
Algeria Water Supply Promotes water conservation by

and Sewerage charging the true economic cost of the
Rehabilitation services to consumers; supports
($110 million) rehabilitation of a number of existing

wastewater treatment plants to prevent
the spread of water pollution that is
damaging to the natural environment
as part of a larger water supply and
sewerage restructuring project.

Estonia District Healing Promotes energy efficiency and
Rehabilitation economy by supporting the conversion
($38.4 million) and replacement of small boilers for

use of peat and wood, to be harvested
and used in an environmentally
sustainable manner; reducing
wastewater in tlhe district heating
systems; installing new substations
with regulators and heat meters; and
strengthening and restructuring the
district heating institutions.



218

Coutilry Project Project description

Poland Forest Assists the government in executing its
Development Program for the Development of
Support Selected Forestry Branches and
($146 million) Protection of Ecosystems in National

Parks, thereby ensuring the protection
of Poland's forest ecological capital,
providing for social benefits, and
accommodating sustainable forestry.

- ' Supports institutional strengtheniing of
the General Directorate of State Forests
through development of a strategy for
environmentally sound forest use to
balance environmental and economic
considerations. Goals include
increasing the vitality of forest stands
and their ability to overcome the
effects of present and future air
pollution; the restoration of
pollution-damaged forests to protect
watersheds and prevent soil eosion;
afforestation of land moving out of
agriculture; a genetic conservation and
improvement program; and the
creation of an information system
including a geographic information
system integrated with the planning
system.
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Counttry Project Project descriptiot

Tunisia Northwest Aims to arrest degradation of the
Mountainous natural resource base through active
Areas particfipation of village communities.
Development Supports improvement of the
($275 million) management and productivity of range

and farm land; measures to reduce
erosion, runoff, and reservoir
sedimentation; ancd inicreased
involvement of village organizations.
Supports strengthening of the technical
and implementation capability of the
executing agency and the planning
capability of village commnittees
through technical assistance and
training.

Latin America and the Caribbean
Colombia Natural Aims to arrest the ongoing

Resource degradation of natural renewable
Management resources through development of a
Program national forest policy and a strategy for
C$39 million) natural resource management in the

Choco Region; ecological zoning;
establishment of an environmental
monitoring system; titling and
demarcation of indigenous reserves;
titling and demarcation of land in
Black communities; and institutional
support to Black and Amerindian
conmnunities. Supports local projects to
protect and rehabilitate watershed
areas through technical assistance for
preparation of annual plans.
Strengthens the capacity of the
National Parks Service to protect
threatened ecosystems through
funding of staff, infrastrucue, and
technical assistance. Promotes forestry
and environmental education, training,
research, and project management.
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- Cazdet - Profetrt Prfmecl descriptio:t

Ecuador Mining Aims to support systematic develop-
Development ment of the rnining industry, promote
and environmentally sound mineral
Environmental production, arrest mining-related
Control environmental degradation, and mitigate
Technical the damage caused by the use of
Assistance pruiitive and inadequate technology by
($14.0 million) informal miners. Supports the estab-

lishment of applicable environmental
standards and a monitoring system;
helps contain and possibly detoxify
mining-related hazardous wastes. Other
components are monitoring mining-
related health issues in niining commu-
nities; improving institutional structures,
staffing coordination, and preparation of
environmental standards; assisting the
National Directorate of the Environment
in establishing and implementing an
extensive mrning pollution monitoring
program; and developing a phased
feasibility and implementation program
to contain and neutralize hazardous
mining wastes in a critical drainage area.

Mexico Northern Border Aims to improve the environmental
Environment quality on the U.S.-Mexican border,
($367.8 million) reverse past degradation, and reduce

health risks. Supports institutional
strengthening by improving the
capabilities of the municipal, state, and
federal governments for more effective
environmental management, planning,
and enforcement. Supports priority
investmnents and action plans for
preservation of the environment; a
strategy to implement the govern-
ment's national policy on toxic and
hazardous materials and a pilot
program to test the use of trans-
portable ht.ardous waste treatment
units; and initiatives on protection of
ecological areas and biodiversity.
Assists the development of an
environmental emergencies program;
supports the supervision of environ-
mental audits and the development of
a media public awareness campaign to
increase public interest and partici-
pation in improving and conserving
the environment.
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Country Project Project descriptlot

Second Water Aims to improve the management of
Supply and water resources and the environment -
Sanitation Sector by supporting water quality programs,
($350 million) Supports the National Development

Bank for Public Works and Service in
enforcing environmental regulations
and carrying out environmental impact
assessments; addresses environmental
concerns through strengthening the.
major federal institutions that manage
water resources; develops the planning
and environmental capabilities. of the
Autonomous Water Utilities and
Operating Agencies; and finances
subprojects that rehabilitate waste-
water collection and treatment facilities
such as laterals, trunk sewers, pump
stations, primary, secondary, and
advanced wastewater treatment plants.

Mexico Second Solid Aims to improve solid waste services,
(continuted) Waste strengthen the capacity of relevant

Management institutions to appraise and supervise
($200 million) solid waste projects, and provide

technical assistance to municipalities
and states. Supports improvement and
updating of the legal and regulatory
framework and cost recovery
mechanisms of the sector and training
of professionals in environmental
fields. Provides technical assistance for
final engineering designs and
environmental impact assessments,
Supports reduction of health hazards
caused by inadequate collection and
disposal systems; institutional
strengthening for the govemment
development agency (SEDESOL) and the
national development bank
(sANoBRAs); development of a national
.recying strategy and a public
awareness campaign; implementation
of integrated solid waste management
plans including least-cost final disposal
facilities, strict environmental control
measures, and closing of the current
dumpsite; and a retraining and
education program for open-dump-site
scavengers.
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Coie is! Project Project description

Paraguay Natural Aims to establish.the institutional
Resources framework to deal with the major
Management ngricultural and naturnl resource
($50 million) problems of the project area, generate

Information through research, assist
small farmers in the establishment of
sustainable agricultural production
systems, and encourage the direct
participation of the local population in
project implementatlon. Supports
planning and implementing actions
designed to slow and reverse the
degradation of soils and other natural
resources; to protect, conserve, and
restore the genetic diversity of the area;
to develop activities of research,
reforestation, and technology genera-
tion; to strengthen environmental
legislation and institutions involved in
this area; to strengthen the institutional
presence in existing forestry reserves
and national parks; and, tlrough the
Natural Resources Conservation Fund
(FocoRN), to make available grant
resources to correct damages such as
erosion and soil degradation caused by
the indiscriminate conversion of land
for agricultural production.

Uruguay Natural Aims to develop and implement a soil
Resources and water-management strategy by
Management supporting environmentally sound
and Irrigation investments in wehabilitation and
Development development of irrigation and
($41 million) drainage schemes and related service

infrastructure and by supporting the
development of pilot microcatchment
areas to gain experience in the
management of ecologically fragile
zones and establish soil and water
management demonstration farms in
selected agroecological zones where
potential soil degradation problems
have been identified. Includes priority
applied research and technology
-transfer subprojects and provides
technical assistance for forestry
development and nontraditional
agricultural export activities.
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Table C.2. Projects witlh Environmental Components Approved
in Fiscal 1994
Co igtl 1J Project Environ JtaIUlI co1tIpOJ1Wi

- Africa
Ghann Urban Transport Pinancee construction of dedicated

nonmotorized transport piths
connecting low and middle-income
residential areas to commercial nnd
business districts and initiates an
Integrated bike path network study.

Mali Notional Agricultural Supports-resealch programs and
Research extension on natural resource

management and other appropriate
agricultural activities,

Uganda Small Towns Water Rehabilitates and constructs sewers
and sewage treatment works and
provides assistance to strengthen the
capacity of institutions responsible
for water supply and sanitation
improvements.

Asia
China Songliao Plain Provides soil and water conservation

Agricultural measures, including watershed
Development management, afforestatlon, an

environmental monitoring program,
and training for farmers.

Sichuan Gas Includes rehabilitation and
Development and environmental upgrade of gas
Conservation transmission and distribution

systems to reduce gas leaks and
provides technical assistance and
training in this area.

Second Red Soils Implements vegetative and structural
soil and water conservation
treatments and supports
development of watersheds through
planting forests and crops.

Second Shanghai Invests in public transport system
Metropolitan and provides technical assistance to
Transport support an environmentul action plan

for vehicle inspection and
maintenance and reduction of
emissions.
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_y Col^ltw -Projecl Envirownenttal componet

India Haryana Water Provides technical assistance and
Resources training for environmental
Consolidation management and beneficiary

participation.

Indonesia Integrated Swamps Supports coastal zone land use
managemen; by creating a natural
resource database, strengthcriing park
management, and establishihg
Interdepartmental implementation
committees.

Java Irrigation Includes long-term integrated water
Improvement and resource management for municipal,
Water Resources industrial, agricultural, and other
Management demands; strengthens institutional

base for water management (water
and cost accounting systems, water
rights system, and a water service
fees framework).

Philippines Subic Bay Freeport Carries out an environmental
baseline survey to develop basic
information on environmental
conditions in the area, provides
environmental monitoring
equipment, and gives institutional
support to establish sound
environmental infrastructure.

Leyte-Cebu Replaces coal burning with
Geothermal geothermal plants and reduces

carbon dioxide emriissions.

Leyte-Luzon Replaces coal burning with
Geothermal geothermal plants, reduces carbon

dioxide emissions, and recruits
advisers to strengthen environmental
and social engineering departments.

Europe and Central Asia; Middle East and North Africa
Albania Durres Water Reduces water loss by rehabilitating

Supply current plumbing systems and
installs a demand management
program for water supply and
sewerage through metering. Includes
a customer education program in
water conservation and a collector to
prevent sewerage overflows into the
Durrecs harbor.
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Country Projec_ Enivironlmental compotnent

Belarus Forestry Supports implementation of a forest
Development ecology policy for biodiversity
Sector preservation, assessment of the

ecological impact of forestry harvest
and maintenance systems, and
planning for wetlands, drained
wetlands, and Chernobyl-
contaminated forest resources.

Bulgaria Water Companies Provides technical'assistance to build
Restructuring and capacity for water resource
Modernization management and sewerage

investment to reduce pollution in
sensitive watercourses where
upstream pollution prevents
downstream use of natural resources
(such as drinking water) or results in
irreversible environmental damage
(for example, to biodiversity or
beaches).

Egypt Agricultural Provides for trairiing and technical
Modernization assistance to the agriculture bank for

environmental loan appraisal,
management, and monitoring
capacity.

Hungary Energy and Contains an environmental
Environment management component for

environmental training, monitoring,
technical assistance to develop an
environmnental master plan, and
mnitigation to deal with problems
identified in the environmental
assessment.

Jordan Energy Sector Adopts environmental guidelines and
Adjustment regulations; designates monitoring

and enforcement authority within the
government; and improves energy
conservation by removing energy
subsidies and strengthening
electricity demand management,
power plant effidency, and
institutional support mechanisms.

Romania Petroleum Sector Implements environmental action
Rehabilitation plans to introduce environmental

abatement measures in gas and oil
production, transmission, and
transport systems.
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Country Project Etivirown meetal conupotient

Latin America and the Caribbean
13elize Belize City Provides for traffic management to

Infrastructure reduce congestion and improve
sidewalks and bicycle lanes. Also
includes a coastal zone management
componenL

Bolivia Municipal Sector Includes pilot program to improve
Development the environmental management

capabilities of the River Basins
Department of the La Paz
municipality, which is in charge of
controlling soil erosion and flooding
and surface water quality in the area.

Brazil State Highway Builds the institutional capacity of the
Management II state road agencies for the

preparation and enforcement of
environmental guidelines by adding
professional staff to their
environrmental units and conducting
training for staff responsible for
environmental assessment review
and enforcement of standards.

Minas Gerais Strengthens local environmental
Municipal enforcement agencies, encourages
Management and regional cooperation water basin
Environmental authorities, and prepares long-run
Infrastructure marginal cost pricing studies to revise

user charges. Invests in
environmental infrastructure in the
areas of water and sewerage
treatment, solid waste collection,
paving and control of erosion caused
by drainage, and efficient lighting.

Guyana Water Supply Includes technical assistance for the
Technical Assistance Guyana Water Authority to establish
and Rehabilitation financial, accounting, and

management systems (billing and
collection) and improved cost
recovery schemes.

Mexico On-farm and Minor Trains farmers in management and
Irrigation Networks monitoring of water use from

overexploited aquifers.

Nicaragua Agricultural Contains program to promote
Technology and environmentally sound and effective
Land Management pest management practices

(integrated pest management).
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Cwinttry Project Enivironnwuteital comtponientt

Panama Roads Rehabilitation Provides technical assistance to
strengther. the institutional capacity
of the Ministry of Public Works to
address environmental issues.

Paraguay Eighth Highway Provides technical assistance and
training to strengthen the
Environmental Unit of the Ministry of
Public Works.

Peru Transport Contains a pilot subproject for
Rehabilitation nonmotorized transport, including

construction of bicycle lanes,
provision of credits for purchase of
bicycles, and promotional and
educational campaigns.

Venezuela Urban Tmnsport Ilnvests in traffic management and
mass transit to relieve congestion in
major transport corridors and central
areas, resulting in lower emission of
pollutants per vehicle-kilometer.



Annex D. Ongoing Environmental
Projects under Implementation

This annex lists projects with primarily environmental objectives that
were approved by the Bankrs Board of Executive Directors prior to July
1, 1993, and were under implementation throughout fiscal 1994. The
annex identifies projects for urban environmental management and
pollution control (table D.1), natural resource management (table D.2),
and environmental institution building (table D.3). Each table specifies
whether the project is being financed through an IiRD loan, anIDA credit,
or both and indicates the fiscal year in which the project was approved
(shown in parentheses), the BankGroup's financal contribution, and the
total estimated project cost.

Table D.1. Projects for Urban Environmental Management
and Pollution Control (31 Projects)
(millions of dollars)

Wnrld Bank Totln
Project Loan or Groutp project

Couinty ( ear ap roved) credit conitributtion cost

Angola Lobito-Benguela Urban
Environmental Rehabilitation (92) C 46 59

Brazil Water Quality and Pollution
Control-S5o Paulo/Parana (93) L 236 494

National Industrial Pollution
Control (92) L 50 100

Minas Gerais Water Quality and
Pollution Control (93) L 145 308

Second Industrial Pollution Control
(88) L 50 100

Burundi Energy Sector Rehabilitation (91) C 23 23
Chile Second Valparaiso Water Supply

and Sewerage (91) L 50 142
China Ship Waste Disposal (92) C 15 64

Beijing Environment (92) C + L 125 299
Tianjin Urban Development and

Environment (92) C 100 195
South Jiangsu Environment

Protection (93) L 250 584
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World Banik Total
Project Loantt or Group ,project

(year approved) credit contribution cost

Czech Power and Environmental
Republic Improvement (92) L 246 246

Cote Abidjan Environmental Protection
d'Ivoire (90) L 22 50

Cyprus Limassol Amathus Sewerage and
Drainage (90) L 25 69

Southeast Coast Sewerage and
Drainage (92) L 32 103

India Industrial Pollution Control (91) C + L 156 236
Renewable Resources Development

(93) C+L 190 440
Korea, Pusan and Taejon Sewerage (92) L 40 130

Republic Kuangju and Seoul Sewage (93) L 110 530
of

Mauritania Water Supply (92) C 11. 15
Mexico Transport Air Quality Management

; (93) L 220 1,087
Solid Waste Management (86) L 25 50

Niger Energy Project (88) C 32 79
Poland Heat Supply Restructuring and.

Conservation (91) L 340 739
Energy Resource Development (90) L 250 590

Tunisia Energy Conservation
Demonstration (87) L 4 4

Turkey Bursa Water Supply and Sanitation
(93) L 130 258

Izmir Water Supply and Sewerage
(87) L 184 522

Istanbul Water Supply and
Sewerage (88) L 218 570

Ankara Sewerage (90) L 173 557

Portfolio total 3,498 8,643
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Table D.Z. Projects for Natural Resource Management (49 Projects)
(millions of dollars)

World Bank Total
Loan or Grouip project

Cotnittry Project credit contributiotn cost

Algeria Pilot Forestry and Watershed
Management (92) L 25 37

Bangladesh Forest Resources Management (92) C 50 59
Beiin Natural Resources Management (92) C 14 24
Bolivia Eastern Lowlands (90) C 35 55
Brazil Rondbnia Natural Resource

Management (92) L 167 228
Mato Grosso Natural Resource

Management (92) L 205 286
Minas Gerais Forestry

Development (88) L 49 308
Land Management I-Parana (89) L 63 138
Land Management II (90) L 33 72

Burkina Faso Environmental Management (91) C 17 25
Central Natural Resource Management (90) C 19 34

African Rep.
C6te d'Ivoire Forestry Sector (90) L 80 147
Ecuador Lower Guayas Flood Control (91) L 59 98
Egypt Matruh Resource Management (93) C 22 31
Gabon Forestry and Environment (93) L 23 38
Ghana Forest Resource Management (89) C 39 65
Guinea Forestry and Fisheries

Management (90) C 8 23
Haiti Forestry and Environmental

Protection (92) C 26 29
India Uttar Pradesh Sodic Lands

Reclamation (93) C 55 80
Maharashtra Forestry (92) C 124 142
Integrated Watershed

- Development (Hills) (90) C 75 75
Integrated Watershed

Development (Plains) (90) C 55 55
Indonesia Second Forestry Institutions and

* Conservation (90) L 20 33
Integrated Pest Management (93) L 32 53
Yogyakarta Ulpland Area

Development (91) L 16 25
Forestry Institutions and

Conservation (88) L 30 63
Kenya Forestry Development (91) C 20 65

Protected Areas and Wildlife
Services (92) C 61 143
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World Banak Total
Loan or Grouip project

Country Project credit canttributlio cost

Madagascar Antananarivo Plain Development
(90) C 31 69

Forests Management and.
Protection (88) C 7 23

Malaysia Sabah Land Settlement and
Environmental Management (89) L 72 203

Malawi Fisheries Development (91) C 9 16
Mali Natural Resource Management (92) C 20 32
Morocco Second Forestry Development (90) L 49 100
Nepal Hill Community Forestry (89) C 31 45
Pakistan, Northern Resource Management

(93) C 29 40
Fordwah E. Sadiquia Irrigation

and Drainage (93) C 54 71
Second Scarp Transition (91) C 20 49

Paraguay Land Use Rationalization Project
(92) L 29 41

Philippines Environmental and Natural
Resource Management (91) C + 224 369

Rwanda Second Integrated Forestry (88) C 14 20
Seychelles Environment and Transport (93) L 5 7
Sri Lanka Forest Sector Development (89) C 203 31
Sudarx Southern Kassala Agriculture (89) C 20 35
Tanzaliia Forest Resources Managemnent (92) C 18 26
Tunisia Second Forestry Development

Project (93) L 69 148
Turkey Eastern Anatolia Watershed

Rehabilitation (93) L 77 121
Venezuela National Parks Management (93) L 55 96
Yemen Land and Water Conservation (92) C 33 48

Portfolio total 2,308 4,021
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Table D.3. Projects for Environmental Institution Building
(13 Projects)
(millions of dollars)

World Bank Total
Latm or GroIup project

Coultry Project credit conitribuition cost

Bolivia Environmental Technical
Assistance (93) C 5 5

Brazil National Environment (90) L 117 166
Chile Environment Institutions

Development (93) L 12 33
China Environment Technical

Assistance (93) C 50 70
Ghana Environmental Resource

Management (93) C 18 36
Indonesia BAPEDAL Development

TechnicalAssistance (92) L 12 15
Korea, Envirornmental Research and

Republic of Education (93) L 60 97
Madagascar Environment Program (90) C 26 86
Mauritius Environmental Monitoring

and Development (91) L 12 21
Mexico Environment and Natural

Resources (92) L 50 127
Nigeria Environmental Management

(92) C 25 38
Pakistan Environmental Protection

and Resource Conservation
(92) C 29 57

Poland Environment Management
(90) L 18 27

Portfolio total 434 778



Annex E. Projects with Fuli
Environmental Assessment Approved

in Fiscal 1994, Category A Projects

Since Oc,.ober 1989 Bank staff have been required to screen all proposed
new investment projects with respect to their potential environmental
impacts and to classify them accordingly. Category A projects are those
considered likely to have significant environmental impacts that may be
sensitive, irreversible, and diverse. Such projects require a full environ-
mental assessment (EA). This annex lists all category Aproects approved
by the Bank's Board of Directors in fiscal 1994. For each, the annex
indicates the estimated total cost and the IBRD or IDA financing, and
provides a brief description of the project and the contribution of the
environmental assessment.
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Total project
cost/Bank
flnaircing.
(-littliOns of

Coiintry Project EA descriplioil dollars)

Africa
Ethiopia Calub Gas Aims to augment the availability $130.81/IDA

Development of Ethiopia's Indigenous energy $74.31
tesources such as biomass, natural
gas, and geothermal energy in an
economically viable and com-
mercially and environmentally
sustainable manner. The EA
demonstrated how the expanded
supply of liquid petroleum gas
and kerosene in urban areas is
expected to reduce firewood
consumption, thereby slowing the
unsustainable rate of defores-
tation. The EA recommended
sound industrial environmental
practices, such as reinjecting
unused natural gas into the
reservoir to minimvize hydrocarbon
errussions, which will be incorpo-
rated in the design, construction,
and operation of the Calub plant.
Pollution control measures that
meet international industry
standards will also be incorpo-
rated in the design of the plant. An
Environmental Monitoring System
to assess the project's irnpact on
the cultural heritage and socio-
economic systems in the
concemed areas was established.
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Total project
cost/Bank
finlancing
(miollions of

Coutntrly Project EA description dollars)

Guinea- Agricultural Aims to enhaince the environment $8.9/
Bissau Land and by promoting conservation, IDA $8.0

Environment reforestation, and family planning
and reducing the ongoing environ-
mental destruction in the country.
The EA earmarked potential
environmental problems such as
land use management plans that
may lead to intensive land use,
weak institutions, and negative
effects from the construction and
operation of the Tabanca Pilot
Centers (TPC), Mitigation measures
ensure that all project-related
activities such as construction and
operation of Trcs follow acceptable
standards. The National Environ-
mental Council and the Depart-
ment of Forestry will be strength-
ened, and environmental manage-
ment and training will be
provided. In. addition, monitoring
of the project will be established as
standard procedure.

Asia
Bangladesh Jamuna Supports construction of the $696/

Bridge Jamuna bridge to connect the IDA $200
eastern and western parts of the
country. The environmental issues
that were identified were bridge
construction, soil and water
pollution, negative impacts on
fisheries, and induced settlements.
Measure.' for mitigation include a
compensatory fisheries develop-
ment program; environmental
guidelines for construction-related
activities, to minimize human
health and ecology impacts; a
wildlife action plan; a land use
master plan, particularly for the
areas around the bridge, to support
environmentally acceptable econ-
omic and urban development; and
monitoring of grotmdwater levels
should adverse situations arise.
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-btnl project
cost/Bank

Pm/cc- LA description (nJlliolls of
Conllttry dollars)

China National Aims to relieve transport $894.7/
Highway congestion and to promote free IIRD $380

flow of goods between Hebei and
Henan. The EA identified air
pollution and impacts during
construction as environmental
problems. Mitigation measures
include establishment of emissions
testing at the expressway's toll
plazas in both provinces and the
restriction of permitted land uses
along the roadway, Potential noise
impacts during the construction
phase of the project will be
miitigated by restrictions on
construction activities. Cultural
heritage identified will be
salvaged to avoid adverse impacts
during construction.

Sichuan Gas Aims to rehabilitate gas $945.2/
Development transmission lines and distribution IBRD $255
and systems to eliminate methane gas
Conservation emissions to the atmosphere and

improve pipeline network
performance. As part of the
environmental assessment process,
studies were carried out to ensure
that the project design and
implementation will conform with
international engineering and
safety standards, as well as sound
engineering management
practices. The proposed project
would increase gas supply and
reduce coal consumption, thus
reducing emissions of sulfur
dioxide, carbon dioxide, and.
particulates. Public consultation
has been built into the process of
project preparation and implemen-
tation, and site selection may be
changed according to the prefer-
ences of residents.
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7baTn project
cost/Batnk

{'(liltiotns of
-Countrv Prolect EA dascripiiop .Jollars)

China Xiaolangdi Aims to Introduce flood and $2,294.7/
(cotitinued) Multipurpose siltation control In the Yellow 13RD $460.0

Dam River Basin, provide water for
Irrigation and for downstream
cities and Industries, and generate
hydropower for the Henan
Province and the Central China
Power Network. The major
environmental impact Identified is
the resettllnment of 171,000 mostly
rural residents, A total of 181,000
people will be affected by the dam
and its construction; 10,000 of
which have already been resettled,
154,000 will be resettled under the
Xiaolangdi Resettlement Project,
and a final group of 17,000 will
*move in the years 2010 and 2011,
depending on long-term reservoir
operation characteristics. Other
concerns are dam safety, salvage of
archeological relics, and public
health and disease control
measures. As a result of the
environmental assessment, an
overall environmental manage-
ment plan (EMP) has been
developed. In relation to dam
safety, a wide range of safety
features are provided in the project
design, including access road
systems.
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lbtal project
costIBfatk
filnancing
(ttlillionts of

Couniitry PwjccI EA descnipiton- dollars)

China Xiaolangdi As one of the first large-scale $571.3/
(conltinutied) Resettlement resettlement efforts in China, this IDA $110.0

project was designed to restore
and improve the livelihoods of
154,aOO resetliers and 300,000 host
people affected by construction
and operation of the Xiaolangdi
multipurpose dam amid to
minimize the adverse effects of
their adjustment to their new
environments. The zA identified
impacts related to the social
environment, public health,
sanitation, and the removal of
cultural relics. The EA ensures that
relocated and host families will not
be disadvantaged by the dam
construction, that they will share
in the project benefits, and that
expenses and losses encountered
during the transition wi'; be
compensated. A mana,ement plan
has been developed to ensure that
public health issues and treatment
of cultural relics are attended to
fully under the project
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Total pinject
cost/Batik

(Pnillionis of
CotntrY Project EA description dollars)

China Second Aims to enhance economic $657.1/
(cot:tihnwied) Shanghai pr'ductivity by improving the I-JRD $150

Metropolitan operatlonal and economic.
Transport efficiency of the urban transport

systen. The project comprises
construction of the Inner Ring
Road in Puxi. As for the impacts
the road caused, the PA identified
noise, dust, traffic disruption
during construction, and potential
increases in pollution levels,
vehicle noise, and social impacts
after the project opening. The
Shanghai municipality will
improve site and traffic manage-
ment on affected streets. Counter-
measures-sound barriers, noise
absorptive paving, and sound
insulation-are proposed against
the increased noise levels resulting
from the higher traffic speeds
made possible by the project. To
reduce air pollution, improved
vehicle inspection, maintenance
procedures, use of fuel additives,
and a change to less-polluting
fuels are proposed.

Fujian Aims to develop road $528.8/
Provincial infrastructure and an action plan TRD $140
Highway for strengthening the road

construction industry. The EA
identified mneasures related to
social disruption, air quality, noise
control, water management,
control of traffic, operation of
quarries, and waste disposal
during construction and the
operation of the Xiamen-
Quanzhou highway. Iniaddition,
appropriate environmental
engineering design and technical
specifications for the highway
incorporate measures for
environmental protection.
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Toial proect
cost/BanIk
finantcitng
(mtillions of

Colptt Project EA descriptott dollars)

China Yangzhou Supports construction of a $1,081.4/
(continu;ed) Thermal coal-fired power plant and two tBRD $350

Power transmission lines and IDA $2.2
reinforcement of the existing
power transmission network.
Under the EA, the site for the
project was selected so as to take
up thle least amount of land, with
the ieast impact ort the natural and
human environment. Appropriate
technologies such as low-nitrogen-
oxides burners will be applied in
the power plant design. In
addition, the power plant layout
provides enough space to enable
installation of additional pollution
control devices to allow for
changes in standards and new
tc:-hnological developments. The
mitigation plan ensures that
envirorunental impacts associated
with the project are minimized.
The institutional capabilities of the
Jiangsu Provincial Electric Power
Company will be strengthened for
environmental management.
Public consultations were held by
thc Yangzhou municipality.
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Total pmroect
0251/BAnk

- ~~~~~~~~~~~fin1antcing
(mttillimos of

Countny Projecd EA descrtiptiont dollars)

Indonesia Semarang- Aims to improve the provision, $320.8/
Surakarta services, and efficiency of urban tURD $174
Urban infrastructure and investments.
Development Four ANDAL (detailed environ-

mental impact assessment) studies
were undertaken for solid waste,
sewerage, and drainage in
Semarang and for sewerage in
Surakarta. The environment
impact assessment (EtA)studies led
to significant improvements in
project design. Intensive public
consultation was undertaken,
including a multistage consult-
ation on one of the drainage
components. An encouraging
result of the EIA process was that
changes were made in response to
the ELAs, such as in the location of
the wastewater treatment plant
site in Semarang. The proposed
flood control works in West
Semarang will have an important
social impact and will displace
people. Adetailed resettlement
plan was prepared that involved
Nco participation, public meet-
ings, and consultations with the
affected people.
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Total project
cost/Bank
fi-- nancinig
(mtillions of

Country Project EA descriptiotn dollars)

Indonesia Outer Islands Aims to support the power sector, $688.9/
(conitinued) Power, increase private sector iBRD $260.5

Sumatera and participation, accelerate expansion
Kalimantan of generating capacity, and
Power upgrade sector operating stand-

ards and practices. The EA pro-
posed land reclamation, terracing,
and replanting to minimize soil
erosion; dust suppression and
noise abatement measures to
mitigate air and water pollution;
and measures to ensure a healthy
construction site. The environ-
mental impact selected several
sites for quarrying to minimize
clearing vegetation, to avoid
deterioration of the water quality,
and to avoid scouring of the river
bed between the dam and the
power station by maintaining a
minimum release of water; The
internal structure of the State
Electricity Corporation (PLN) will
be strengthened, and technical
assistance will be provided to
develop the FLN'S capability to
formulate environmental policies,
evaluate environmental assess-
ments, and monitor environmental
impacts. A resettlement plan was
developed, and public consulta-
tions were held.
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Total project
costf/Bank
finanicinig
(millonls of

Cointry Project EA descriptiot dolars)

Indonesia Integrated Aims to reduce poverty in swamp $110.6/
(wcntihwed) Swamps areas through development of tIIRD $61.4

Development agricultural potential. The EA
identified a number of key
enviromnental management
issues, the most significant of
which related to the potentially
deleterious short-term effects of
exposure to potential acid sulphate
soils (PASS) as a result of poorly
planned or executed civil works.
This exposure has been reduced
significantly following the decision
to delete schemes with excessive
PAss and to reduce the scope of
civil works in the remnaining
schemes. The construction
problems that were identified can
be controlled through monitoring
and management Woodlots will
be pnwvided for in the three
provinces to avoid deforestation. A
comprehensive environmrental
monitoring and management plan
has been prepared covering
developments in all fhree
provinces. Public consultations
were held.
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Total project
- - ~~~~~~cost/Bnnk

ft,w,zcing
(mjillions of

-Coiitry Project - EA descrtplionl dollars)

Indonesia Surabaya Aims to provide urban services $617.6/
(continued) Urban such as public transport, water IBRD $175

Development supply, storm drainage, and solid
waste disposal systems. The
environmental assessment (AN DAL)
was prepared for two components:
a major drainage and flood
alleviation component and the
urban roads component. The EA
identified resettlement of people
and businesses as the main
concem. This project, for the first
time among the urban sector
projects, focused on consultations
with affected communities. Local
corrmunities were involved and
partcipated in the land acquisition
and resettlement processes in the
community development
programs.

India Haryana Aims to introduce water resource $458.9/
Water planning and management and IBRD $211
Resource enhance agricultural productivity
C-onsolidation and diversification. The sectoral EA

report delineated a viable and
practical program for the Haryana
Irrigation Department. The main
environmental concerns identified
under the project included water
quality, waterlogging, and salinity
problems; overexploitation of
groundwater; drainage; and flood
mitigation. The mitigating
measures proposed were
afforestation along the canal and
the bank, notification of
construction works to user groups,
monitoring and evaluation of
water quality impacts, and
preparation and implementation
of an environmental management
plan.
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Total project
costBanik
financinlg
(tmtilliotns of

Cottitry Project EA descriptiot dollars)

Philippines Leyte-Cebu Aims to meet the rapidly $458.9/
Geothermal increasing demand for power in IBRD $211

Cebu and the Visayas region using
indigenous and environmentally
superior geothermal energy. An HA
for transnmssion lines was
conducted. Transmission lines
were laid both on land and in the
ocean. The EA determined that
there was minimal environmental
impact on the forests and that the
effect on the corals would also be
negligible, as it would impinge on
areas already damaged by
dynamite fishing.

Leyte-Luzon Aims to expand geothermal $1,333.6/
Geothermal development from 350 megawatts IBRD $227

to 700 megawatts. An EA was
carried out to determine the effects
of transmnission lines both on land
and on the ocean. The EA
concluded that there would be
minimal effect on the forests and
that the impact on the ocean
would also be minimal because the
transniission lines rest on the
ocean floor, with only minor
excavations on sand at the two
shorelines for a trench. The-
mangroves and corals would not
be affected. Five hundred and
twenty-five households will be
relocated a few meters away from
the line's right-of-way.
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Total project
cost/Batik
finlancinig
(t,millionls of

Coii giry_ Proftt ~ EA descri lion dollars)

Europe and Central Asia; Middle East and North Africa
Estonia District Aims to reduce fuel costs and $64.51

Heating and import requirements, bring about IBRD $38A
Rehabilitation energy efficiency, and strengthen

and restructure district heating
systems. A sectoral EA was
prepared during the early design
phases of the project to evaluate
the short-, medium-, and
long-tenn environmental impacts
of harvesting, processing, and
using peat and wood as fuels. A
full sectoral nA was prepared for
the small program for boiler
conversion and replacement.
Envirorunental reviews were
prepared consistent with the
requirements for a category B
project for the district heating
rehabilitation pwgram. The EA
recommended environmentally
sound development of local peat
and wood, provided that proper
environmental policies and
guidelines are used and monitored
by the government Using
indigenous peat and wood
resources in place of heavy fuel
would reduce the level of air
pollution and the emissions of
sulfLir dioxide and nitrogen oxides.
Envirorunental mitigation and
monitoring plans have been
prepared that will be implemented
by the Ministry of Environment
and cooperating implementing
organizations.
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Total project
cost/Bank
filnancinig
(ntillions of

Cotuntry Proiect EA description dollars)

Hungary Energy and Aims to decrease dependence on $242.5/
Environment energy imports from a single source IBRD $100

by increasing efficiency in the
production of electricity and heat.
The EA identified both air and noise
pollution issues. Reductions in
sulfur dioxide emissions have been
achieved by the phaseout of older,
less efficient fossil-fueled boilers and
increased use of the Paks nuclear
power statiorL In addition, old and
polluting plants will be decommis-
sioned, and some smaller steam
plants have been retrofitted with
fluidized bed boilers, resulting in
reduction of both sulfur dioxide and
nitrogen oxide emissions The chief
noise sources are the gas turbine, air
intake, and gas exhaust systems. A
mnitigation plan is included in the
prcject design to ensure acceptable
noise levels.

Russia Second Oil Aims to slow the rate of decline of $678,
Rehabilitation oil production in Westem Siberia aRD $500

and strengthen the Russian
Federation's ability to earn foreign
exchange. Environmental compo-
nents of the project will focus on
mitigating the effects of implem-
enting the project itself by, for
example, improving environ-
mental management, and carrying
out pilot cleanup programs, such
as bioremediation, to address past
damage. The EA proposed that
environmental impacts be reduced
through rehabilitation and
modifications of exiting oil and
gas production operations but also
through provision of
envirormnental cleanup and spill
response equipment, analytical
stationary and mobile laboratories,
and corrosion-testing facilities.
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Tbtal project
cost/Bank
finiancing
(ittilialos of

Coutntry Project EA description dollars)

Latin America and the Caribbean
Ecuador Mining Aims to attract new mining $24.01

Development investment and support the IBIRD 14.0
and development of increased, yet
Environmental environmentally sustainable,
Control mineral production. HA recom-
Technical mendations were used extensively
Assistance in project design. Approximately

35 percent of the project is
dedicated to environmental
improvements through the
monitoring of pollution and
ocaupational health issues, the
removal of contaminatitig wastes
in the most-sensitive areas, and a
technology-upgrading subcompo-
nent (of a pilot nature) that will
help introduce and encourage
environmentally sound mining
and processing rnethods among
artisanal and'small-scale miners.

Mexico Second Aims to improve solid waste $415.51
Solid Waste services and extend their coverage 1BRD $200
Management in participating medium-size

cities. The EA has made the
following recommendations:
containerization and mechanical
collection would fulfill require-
ments of low cost and ease of
operation; sanitary landfills would
be the most-suitable option for
medium to small Mexican cities;
high-density landfills would be
suitable for cities with high
groundwater tables and ground-
water pollution. Environmental
impacts arising from project siting,
construction, and operation will be
kept to a minimur through
adequate environmental screening
and required environmental
assessment, including public
consultation, of all proposed
subloans.
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Total project
cost/Batnk
fintancintg
(tmillionls of

Colntry Project EA description dollars)

Mexico Northern Aims to improve environmental $762.4/
(contimied) Border quality on the U.S-Mexican border IBRD $367.8

Environment by strengthening environmental
planning, manawgement, and
enforcement capabilities and
carrying out priority investments
and action plans that will preserve
the environment. A sectoral EA
carried out for the Mexico Second
Solid Waste Management Project
also covered the Northem Border
Envimnment Project, which
includes a solid waste manage-
ment component The EA
identified gaps and overlaps in the
regula- tory and institutional
frameworks and proposed
institutional strengthening.

Paraguay Natural Aims to promote environmentally $79.1J
Resources sustainable development and IBRD $50
Management management in the agriculture

sector in the Parana watershed.
The EA identified the infrastruc-
ture subcomponent for rural road
irnprovement as having negative
environmental effects and recom-
mended that rural roads with the
worst erosion hazard should be
abandoned where necessary. In
these cases they would be reclaimed
through proper closure and, where
appropriate, reforested. In addi-
tion, the following changes were
made in the project design:
research in agriculture and forestry
were combined, and agroforestry
and pasture-forestry activities
were included; enforcement of
environmental provisions defined
in law was made separate from the
functions of extension and
promotion; and the protection of
indigenous people was included.
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Total project
cost/Banik

(nmilliots of
Couttntryj Project EA description dolkirs)

Uruguay Natural Aims to improve resource $74.0/
Resource management to reduce -1BRD $41.0
Management degradation of soils, enhance
and Irrigation productivity and efficiency in
Development agriculture, and preserve

biodiversity. In the development
and maintenance of irrigation
projects, problems such as soil
degradation and water contami-
nation from agrochemicals,
wasteful use of water, deter-
iorating quality of irrigation water,
some sedimentation of reservoirs,
and damage to biodiversity were
identified. With the guidance of
the EA, steps will be taken to
address these issues at each stage
of the project cycle: during
identification of options to expand
agricultural outp at, initial project
selection, feasibiliy" analysis,
construction, and monitoring and
evaluation of the operational
phase. In this process, particular
attention will be given to institu-
tional aspects such as dealing with
long-run intersectoral conflicts in
the management of water resour-
ces. Activities will also include
strengthening local irrigation
organizations and government
agencies and promoting bene-
ficiary participation in subproject
design and implementation.



Annex F. Global Environment Facility
(GEF) and Multilateral Fund for the

Implementation of the Montreal
Protocol (MFMP) Investments

Approved in Fiscal 1994

This annex prvides brief descriptions of all GEP and MFMP investment
projects managed by the Bank that were approved between July 1, 1993,
and June 30, 1994. In the case of GEF projects, dollar figures represent
grant financing from the Global Environment Trust Fund, the core fund
of the GEE. In most cases, figures represent only a portion of the total
project cost. In the case of projects funded by the Mfqvw, figures represent
grant financing from the fund and will pay full eligible incremental costs
of phaseout activities for ozone depleting substances (ous).

ConDtry Project Description

Algeria El Kala National Park Develops and implements a
($9.2 niillion) management plan for the national

park and wetland complex in the El
Tarf Wilaya, including baseline studies,
protected area management, natural
resource use development, monitoring
and adaptive research, environmental
education, institutional strengthening
of the responsible organizations, and
establishment of a conservation fund
for use by NGOs and other local groups
in relation to preservation of the
environmenL
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Colrti fy Project Descriptions

China Sicliuan Gas Supports rehabilitation of gas
Development and transmission lines and distribution
Conservation systems to eliminate methane gas
($10.0 million) losses and improve pipeline network

performance. Main components will
focus on safety and operational
efficiency of the transmission and
distribution system and selection of
cost-effective measures to reduce gas
leakage through a procram of
environmental upgrades. The
associated Bank project includes a gas
pricing reform program that will
encourage efficierncy and conservation
in gas consumption in tle future.

Costa Rica Grid-Integrated Supports installation of a sufficient
Advanced Windpower number of wind turbines (40-100
($3.3 million) units) to generate 20 megawatts at

Tejona, near Lake Areital. In addition
to the wind turbines, the project would
add a control center for the wind
power plant and a connection to the
power grid. Through this project, wind
power will displace thermal power
plants that would otherwise be needed.

Czech Biodiversity Protection Promotes protection of ecosystem
Republic ($2.0 million) biodiversity in three representative

ecosystem zones- alpine meadows,
lowland forests, and wetlands.
Includes support for three
transnational biodiversity protection
networks. Fosters financially
sustainable biodiversity protection
through the introduction of user fees
and related charges for visitors and
concessions1 in order to respect the
areas' carrying capacities.
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Countr1hy Project Descriptio?_

Ecuador Biodiversity Protection Supports the restructuring and
($7.2 million) strengthening of the institutional

capacity and regulatory and legal
frameworks for adequate management
of the National System of Protected
Areas. Project activities focus on
(a) institutional strengthening of the
Ecuadorian Institute of Forestry,
Natural Areas and Wildlife in-
managing the system, (b) creation of
an improved legal and regulatort
framework, (c) outreach to local
communities to involve them in
management plan development for
protected areas, and (d) investment
activities for civil works and infra-
structure in seven protected priority
areas based on participatory
management plans developed with
project support

Indonesia Biodiversity - Strengthens the institutional capacity
Collections of the Indonesian Research and
($7.2 million) Development Center for Biology to

support systematic biological
collections. Specifically, the project will
restore and develop biological
collections; design and establish a
computerized database; make such
information widely available through
online networks and publications;
develop local scientific, research, and
collaboration capacities; and provide
project management and coordination.

Iran Tehran Transportation Identifies least-cost short- and
Emission Reduction long-term options for reducing
($2.0 million) vehicular emissions in Tehran on the

basis of an analysis of policy and
technology constraints. The study will
suggest speciPc actions that could be
taken to overcorne those constraints.
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Counttry Proect Description

Philippines Conservation Supports goverrnment efforts to
of Priority establish a core National Integrated
Protected Areas Protected Areas System for ten sites
($20.0 million) over a seven-year period, through

financing site development and
resource management. The project will
promote the participation of local
communities in site management, as
well as strengthen national capacity for
coordination and monitoring. The
Department of Environmental and
Natural Resources will receive a grant
to strengthen park infrastructure and
services, and a national NGO consor-
tium will receive a grant to provide
technical assistance and administer a.
livelihood fund for local communities.

Ge-othermal Energy Assists the Philippines in meeting the
Development rapidly increasing demand for electric
($30.0 million) power using technology that

substantially reduces greenhouse gas
enissions. The National Power
Corporation (Nc) components of the
project include the interconnection of
the electrical power systems of Leyte
and Luzon islands and the strength-
ening of the environmental and social
engineenng departments of the NPC.
The Philippine National Oil Company
components of the project include the
development of a geothermal energy
field and the construction and opera-
tion under a build-own-transfer (Bar)
contract of a 440-megawatt geothernal
power plant.
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Cotutntry Project Desciption

Regional Oil Pollution Promotes the following aims: (a) re-
(Morocco, Management System ducing the input of hydrocarbons into
Tunisia, and for the Southwest the international waters of the
Algeria) Mediterranean Sea Mediterranean Sea, (b) ensuring

($18.3 million) comrnonality of approach, regulatory
policies, and methodologies, (c) pro-
moting exchange of information and
coordination of implementation,
(d) using national data sets to assess
long-terrn regional trends in marine
pollution, (f) enhancing national
monitoring capacity, and (g) devel-
oping a coastal environmental
management framework.

Regional Wider Caribbean Lays the foundation for expanding the
(Caribbean) lnitiative for Disposal ratification and implementation by

of ShipGenerated Caribbean countries of the MARPOL
Waste 73/78 Convention, ending discharge of
($5.5 million) ship-generated wastes into inter-

national and territorial waters.
Technical assistance will be provided
for studies leading to a regional
implementation strategy, assessment of
existing waste management systems,
formulation of criteria of waste
reception facilities at ports, develop-
ment of integrated waste management
alternatives, and public awareness
programs. Periodk regional
consultative meetings will also be
supported.
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Count{ry Project Description

Slovak Biodiversity Protection Develops management techniques for
Republic ($23 million) a biodiversity protection program, a

conservation program to develop
revenue-generating mechanisms for
the protected area system, and a
program to provide support for project
management coordination at the
national level and in the three selected
zones (Tatras Forests, Morava
Floodplains, and Eastern Carpathians).
Includes an environmental NGO
small-grants program and the
development of a trinatidnal
transborder trust to maintain the
coordinated management of the
international biosphere reserve in the
Eastern Carpathians.

Ukraine Transcarpathian Supports the Ukrainian part of the
Mountains tricountry Transcarpathian Network of
Biodiversity Protection biodiversity protection through (a)

-($0.5 million) inventories, genetic studies, and GIs
critical habitat analyses; (b) a
management resources program to
enable coordinated management of the
discontinuous reserved areas of the
Carpathian Biosphere Reserve; and
tc) training and institutional-
strengthening programs.

Danube Delta Protects the Ukrainian Delta ecosystem
Biodiversity and contributes to biodiversity
($1.5 msillion) conservation in the delta by

strengthening the capacity of the two
main responsible institutions to
monitor and manage protected areas
effectively, working with local
community groups to ensure
sustainable resource use and to restore
some wetlands to their natural
condition. Innovative wetland
restoration approaches will be tested
and monitored.
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Coufntr Projet Descrption

MFMP Investments
Brazil Ozone Depleting Assists Brazil in implementing its ODS

Substances I (Umbrella phaseout program by (a) funding the
Grant Agreement) incremental costs of investrnents
($10.9 million) resulting in ODs reduction or

substitution, (b) supporting subproject
identification, preparation, and
supervision, (c) supporting training of
the Brazilian executing agency and
technology dissemination, and (d)
supporting preparation of the
country's overall program for oDs
phaseout.

China Ozone Depleting Assists China in implementing its ODS
Substances I phaseout program by (a) funding the
($6.9 million) incremental costs for five subprojects

based on non-oDS technology in
aerosols, foams, and halon substitute
applications and (h) strengthening the
executing agency, the National
Environmental Protection Agency
(NEPA).

Ozone Depleting Assists China in implementing its oDS
Substances II phaseout program by (a) funding the
($4.9 million) incremental costs of ten subprojects

based ot reduced oDs technology in
foams applications and (b) strength-
ening NEPA (the government executing
agency) and the China Investment
Bank (the financial agent).

Ecuador Ozone Depleting Assists Ecuador in phasing out oDs use
Substance Phaseout I by establishing an in-country Montreal
($1.6 million) Protocol project unit to work toward

the complete phaseout of cFcs in the
aerosol sector and a 50 percent
redui.tion of CFC use in the rigid foams
sector by 1996.
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Country Pr jeotDesc riptfo_t

Jordan Ozone Depleting Assists Jordan in phasing out oDs use
Substance Phaseout I through the adoption of policies,
($1.5 million) technological conversions, and

monitoring measures. Activities
include providing assistance for
transfer of oDs-substitution technology
to the private sector, emphasizing
least-cost and quick phaseout
alternatives, and setting up and
training a project implementation unit
to work with the National Ozone
Committee.

Tunisia Ozone Depleting Assists Tunisia in phasing out ODS use
Substance Phaseout I by establishing an in-country Montreal
($1.8 million) Protocol project unit, introducing CFC

substitutes in the refrigeration and
foam-blowing sectors, initiating a crc
recycling training program, and
completing a study on crc substitution
in the aerosol sector.

Turkey Ozone Layer Assists Turkey in phasing out oDs use
Protection oDs I through the adoption of policies,
($6.2 million) technological conversions, and

monitoring measures. Activities
consist of (a) providing assistance for
ODS substitution in refrigeration
systems, recovery and recycling of OD5
around Istanbul, and demonstration
projects in ODS recovery and
substitution in other areas and (b)
establishing and strengthening the
public agencies or panels responsible
for advising on projects and regulatory
frameworks and for monitoring ODS
production. A public awareness
campaign and a national long-range
strategy are also included.
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