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Foreword

One in five people on the planet — two-thirds of them women — live in abject poverty. While the last century
saw great progress in reducing poverty and improving well-being, poverty remains a globa problem of huge
proportions. Of the world's 6 billion people, 2.8 hillion live on less than $2 a day, and 1.2 hillion on less than
$1 a day. To address this chalenge, the world's governments committed themselves at the United Nations
Millennium Summit to the Millennium Development Goals, including the overarching god of halving
extreme poverty by the year 2015.

Yet, a the same time, our planet’'s capacity to sudtain us is eroding. The problems are well-known —
degrading agricultura lands, shrinking forests, diminishing supplies of clean water, dwindling fisheries, and
the threat of growing social and ecologica vulnerability from climate change and loss of biological diversity.
While these threats are globa, their impacts are most severe in the developing world — especidly among
people living in poverty who have the least means to cope.

Is this environmental decline inevitable in order for poverty to be reduced? We argue not. Indeed, quite the
opposite is true. If we do not successfully arrest and reverse this erosion of natura resources, the world will
not be able to meet the Millennium Development Goals, particularly the goa of having extreme poverty. As
this paper demondrates, tackling environmental degradation is an integral part of effective and lasting
poverty reduction. The 2002 World Summit on Sustainable Development (WSSD) provides the international
community with a pivotal opportunity to redirect the globa debate, and to forge a more integrated and
effective gl oba response to poverty and environmental decline.

To succeed, we need to focus on the most important links between poverty, the environment and sustainable
development. Up until now, many have argued that ensuring sound environmenta management means
curtailment of economic opportunities and growth, but without growth we cannot reduce poverty. In fact,
there is no smple relationship between economic growth and environmenta degradation, and appropriate
policies nationally and internationally can bring mgjor benefits on both fronts. To this end, we need to look
beyond what environmental ingtitutions can do, and search for opportunities across al sectors.

This document is based on contributions from four organizations that are pursuing sSmilar objectives for
poverty eradication and environmental management — the Department for International Development (DFID)
in the United Kingdom, the Directorate Generd for Development of the European Commisson (EC), the
United Nations Development Programme (UNDP) and the World Bank. Inspired by our common agendas
and the opportunity provided by WSSD, we have pulled together our existing (but independent) strategies on
poverty and environment. We have consulted widely and are grateful to the more than one thousand people
from 84 countries who have participated in the discussons, and many of whom have submitted comments.
Drawing aso from the work of others, we have assembled evidence of the important linkeges between
environmenta management and poverty reduction, and what we believe are significant policy opportunities
for moving the poverty-environment agenda forward.
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Secretary of Sate for Commissioner for Administrator President
International Devel opment Development and
Humanitarian Aid United Nations The World Bank
Department for Devel opment Programme
International Devel opment European Commission
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OVERVIEW

Linking Poverty Reduction
and Environmental Management

Addressing environmental issues that matter to the poor is critical to sustained poverty
reduction and achieving the Millennium Development Goals ... But thisrequiresa more ‘pro-
poor’ and integrated approach — linking action at local, national and global levels.

Prepared as a contribution to the 2002 World Summit on Sustainable Development (WSSD), Linking Poverty
Reduction and Environmental Management focuses on ways to reduce povety and sustain growth by
improving environmental management, broadly defined. It seeks to draw out the links between poverty and
the environment, and to demondrate that sound and equitable management of the environment is integrd to
achieving the Millennium Development Goals, in particular eradicating extreme poverty and hunger,
reducing child mortaity, combating mgor diseases, and ensuring environmental sustainability.

Four priority areas for sustained policy and indtitutional change are highlighted:

B Improving governance to create a more enabling policy and ingtitutional environment for addressing
the poverty-environment concerns of the poor, with particular attention to the needs of women and
children;

B  Enhancing the assets of the poor to expand sustainable livelihood opportunities and to reduce their
vulnerability to environmental hazards and natural resource-related conflict;

B [Improving the quality of growth to promote sound environmental management and protect the
environmental assets and livelihood opportunities of the poor;

B Reforming international and industrialized country policies to address the poverty and environment
concerns of developing countries and the poor.

Policy opportunities exist to reduce poverty and improve the environment

The environment matters greetly to people living in pverty. The poor often depend directly on a wide range
of naturd resources and ecological services for their livelihoods; they are often the mogt affected by unclean
water, indoor ar pollution and exposure to toxic chemicds, and they are particularly vunerable to
environmental hazards (such as floods, prolonged drought and attacks by crop pests) and environment-related
conflict. Addressing these poverty-environment linkages must be at the core of national efforts to eradicate
poverty.

Many opportunities exist to reduce poverty by improving the environment — but there are significant and
often deeply entrenched policy and inditutional barriers to their widespread adoption. The past decade of
experience since the 1992 Earth Summit in Rio revedls some important lessons that help point the way
forward. Three broad |essons are highlighted here:

B First and foremost, mor people must be seen as part of the solution — rather than part of the problem.
Efforts to improve environmentd management in ways that contribute to sustainable growth and poverty
reduction must reflect the priorities of the poor. Supportive policies and inditutions are needed,
including access to information and decison-making, that expand the poor's opportunities to invest in



environmental improvements and enhance their livelihoods. At the same time, it is essential to address
the activities of the non-poor since they are the source of most environmenta damage.

The environmental quality of growth matters to the poor. It cannot be assumed that environmenta
improvement can be deferred until growth has dleviated income poverty and rising incomes make more
resources avalable for environmenta protection. This ignores the importance of environmenta goods
and services to people’s livelihoods and well-being, and how the diversity of these goods and services
contribute to the poor's opportunities for moving out of poverty. Further, there are many examples of
how bad environmentad management is bad for growth, and of how the poor suffer most from
environmental degradetion. Ignoring the environmental soundness of growth — even if this leads to short-
run economic gains— can undermine growth itself and its effectivenessin reducing poverty.

Environmental management cannot be treated separately from other development concerns, but
requires integration into poverty reduction and sustainable development efforts in order to achieve
dgnificant and lagting results. Improving environmental management in ways that benefit the poor
requires policy and institutional changes that cut across sectors and lie mostly outside the control of
environmenta inditutions — changes in governance, domestic economic and socid policies, and in
international policies.

Improving governance

Integrate poverty-environment issues into national development frameworks by addressng the
environmental concerns of the poor in nationaly-owned poverty reduction strategies and related
macroeconomic and sectora policy reforms, so that they can become nationa sustainable development
drategies.

Strengthen  decentralization for environmental management by integrating poverty-environment
issues into sub-national policy and planning processes and sectord investment programs.

Empower civil society, in particular poor and marginalized groups to influence environmenta
management policy and planning processes at dl levels by expanding public access to environmental
information, decision-making and justice.

Address gender dimensions of poverty-environment issues by ensuring that they are fully integrated
into the formulation, implementation and monitoring of poverty reduction strategies and related policy
reforms.

Strengthen anti-corruption efforts to protect the environment and the poor by improving legidative
and regulatory frameworks and oversght mechanisms, increasing the pendties for violators, and
ensuring effective mechanisms for feedback from communities to enforcement agencies.

Reduce environment-related conflict by improving conflict resolution mechanisms in the management
of natural resources and biodiversity, and addressing the underlying political and economic issues that
affect resource access and use, including the role of corruption.

Improve poverty-environment monitoring and assessment by drengthening government and civil
society capacity to monitor environmental change and how it affects the poor; integrating poverty-
environment indicators into national poverty monitoring systems;, and building capecity to apply
monitoring and assessment results in poverty-environment policy formulation and implementation.



Enhancing the assets of the poor

Strengthen resource rights of the poor by reforming policies and forma and informd indtitutions thet
influence land and naturd resource access, control and benefit-sharing, with particular attention to
resource rights for women.

Enhance the poor’s capacity to manage the environment — including conservation and sustainable
use of land, water and biological resources, and access to clean energy, water supply and sanitation
services — by drengthening loca management arrangements and capacity, and supporting women's key
rolesin managing natural resources.

Expand access to environmentally-sound and locally-appropriate technology — such as crop
production technologies that conserve soil and water and minimize the use of pesticides, or appropriate
renewable energy and energy efficient technologies that also minimize ar pollution — by improving
protection of and access to indigenous knowledge and technologies, improving incentives for pro-poor
technology deveopment; and involving the poor in technology research, demondration and
dissemination.

Reduce the environmental wvulnerability of the poor by srengthening participatory disaster
preparedness and risk reduction and mitigation capacity; supporting the forma and informal coping
drategies of vulnerable groups, and expanding access to insurance and other risk management
mechanisms.

Improving the quality of growth

Integrate poverty-environment issues into economic policy reforms by expanding the use of drategic
environmentd assessment and povety socid impact andysis approaches, and  drengthening
environmental management standards and monitoring capabilities.

Increase the use of environmental valuation in adjusting national income accounts and determining
appropriate price levels to better reflect the value of environmental goods and services and improve
economic decision-meking.

Encourage appropriate private sector involvement by drengthening government and community
capacities to partner with the private sector to expand environmental services for the poor; providing
incentives for loca enterprise development based on the sudtainable use of biodiversity (such as
community-based ecotourism or sustaingble harvest of naurad products); and putting in place
gppropriate regulations and voluntary codes to safeguard the interests of the poor and the environment.

Implement pro-poor environmental fiscal reform through appropriate pricing of natura resources,
particularly energy and water; expanding the use of fiscal incentives to promote environmentally-sound
practices, improving the use of rent taxes to better capture and more effectively alocate natural resource
revenues, and improving the use of pollution charges to better reflect environmental costs in market
prices.

Reforming international and industrialized country policies

Improve international and indudrialized country trade policies by addressing trade-environment-
poverty links in the negotiation and implementation of multilateral trade agreements; reforming trade-
distorting agricultura subsidies and trade barriers to give developing countries equitable access to
international  markets and to encourage environment-friendly products and trade practices, and



eliminating subsdies that lead to unsustainable exploitation — such as subsidies for large-scale
commercia fishing fleets that encourage over-harvesting in developing country fisheries.

B Make foreign direct invetment more pro-poor and pro-environment by encouraging compliance of
multinational corporations with the revised OECD Code of Conduct for Multinationa Enterprises;
raising awareness among shareholders and investors of corporate socid and environmental responsibility
issues; and expanding UNEFP's Globa Reporting Initiative and other approaches to improving corporate
socia and environmental reporting.

B Enhance the contribution of multilateral environmental agreements (MEAS) to poverty reduction
by srengthening developing country capacity to participate in the negotiation and implementetion of
MEAs (for example, to ensure that the Clean Development Mechanism promotes investments that
benefit the poor and the environment); improving coordination among MEAs so that scarce developing
country capacity is used most effectively; and increasing funding for the Globa Environment Fecility as
a maor source of funding for globa public goods in the environment, such as a deble climate,
maintenance of biodiversity, and protection of internationa weters and the ozone layer.

B Encourage sudainable consumption and production — industridized country consumers and
producers through their trade, investment, pollution emissons and other activities affect the
environmenta conditions of developing countries. Making rich country consumption and production
more sustainable will require a complex mix of inditutional changes — addressng market and
government failures aswell as broad public attitudes.

B Enhance the effectiveness of development cooperation and debt relief in addressng poverty-
environment issues, particularly for the poorest countries where aid and debt relief continue to have a
vauable role to play in hdping governments to meke many of the changes recommended above. This
includes ‘meinstreaming’ environment in donor agency policies and operations through gaff training,
development and application of new skills, tools and approaches, and revisions to the way resources and
budgets are dlocated. Improved monitoring of progress against stated objectives and targets is needed in
order to hold development agencies accountable and to ensure that a commitment by senior management
to addressing poverty-environment issuesis put into practice throughout the organization.

Conclusion

This paper looks ahead with some degree of hope and optimism for the future — there are sometimes winwin
opportunities, and there are rationd ways of deding with trade-offs. Environmenta degradation is not
inevitable, nor the unavoidable result of economic growth. On the contrary, sound and equiteble
environmenta management is key to sustained poverty reduction and achievement of the Millennium
Development Goas. There are dgnificant policy opportunities to reduce poverty and improve the
environment, but more integrated and pro-poor approaches are needed. The World Summit on Sustainable
Development is an opportunity to focus on what is most important and to forge a coherent framework for
action, with clear gods and achievable targets backed-up by adequate resources and effective and transparent
monitoring mechanisms. There can be no more important god than to reduce and ultimaely eradicae
poverty on our planet.



PART 1

Why the Environment Matters
to People Living in Poverty

“Water islife and because we have no water, lifeismiserable” (Kenya)
“We think the earth is generous; but what is the incentive to produce more than the family needs if
there are no accessroads to get produce to a market?” (Guatemala)
“In the monsoons there is no difference between the land in front of our house and the public
drain. You can seefor yourself” (India)

In their own words, the environment matters greatly to people living in poverty.® Indeed, poor people’s
perceptions of well-being are strongly rdaied to the environment in terms of their livelihoods, health,
vulnerability, and sense of empowerment and ability to control their lives. Figure 1 provides a smplified
framework for undersanding how environmenta management relates to poverty reduction, and why these
poverty-environment linkeges mugt be at the core of action to achieve the Millennium Development Goas
and related national poverty eradication and sustainable development objectives

FIGURE 1: ENVIRONMENT AND THE MILLENNIUM DEVELOPMENT GOALS
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Part 1 of the paper focuses on the poverty-environment relationship by examining how the environment and
environmental change in both rurd and urban settings affect the poor in terms of three key dimensions of

human poverty:

B Livelihoods — poor people tend to be most dependent upon the environment and the direct use of natural
resources, and therefore are the most severely affected when the environment is degraded or their access
to natural resourcesis limited or denied;

B Health — poor people suffer most when waeter, land and the air are polluted, and environmental risk
factors are amajor source of health problemsin developing countries,

B Vulnerability — the poor are most often exposed to environmenta hazards and environment-rel ated
conflict, and are least cgpable of coping when they occur.

We dso are concerned with the relationship between growth and the environment and how it affects the poor
and efforts to reduce poverty. The environmenta soundness of growth is criticad to the livelihood
opportunities of the poor, and countries with similar levels of income and growth can have quite different
levels of environmenta performance.

While Figure 1 illustrates the main pathways between environmental conditions and dimensions of poverty,
in redlity these linkages are dynamic and often inter-connected:

B Poverty is now widely viewed as encompassing both income and nonincome dimensions of deprivation
— including lack of income and other materid means; lack of access to basic socia services such as
education, hedth and safe water; lack of personal security; and lack of empowerment to participate in
the political process and in decisons that influence one's life. The dynamics of poverty dso are better
understood, and extreme vulnerability to external shocksis now seen as one of its mgjor features.

B Environment refers to the living and non-living components of the natural world that together support
life on earth. The environment provides goods (natura resources) and services (ecosystem functions)
utilized for food production, harvesting of wild products, energy and as raw materid; a recipient and
partid recycler of waste products from the economy; and an important source of recredtion, beeity,
spiritual values and other amenities.

B Poverty-environment linkages are dynamic and context-specific — reflecting both geographic location
and economic, socid and cultural characteristics of individuals, households and socid groups. Different
socia groups can prioritize different environmental issues. In rurd areas, poor people are particularly
concerned with secure access to and the qudity of natural resources — arable land and water, crop and
livestock diversity, fish and bushmest resources, forest products and biomass for fud. For the urban
poor, water, energy, sanitation and waste remova, drainage and secure tenure are key concerns. Poor
women regard safe and physicdly close access to potable water, sanitation facilities and abundant
energy supplies as crucial aspects of well-being, reflecting their primary role in managing the household
(Brockleshy and Hinshelwood, 2001).

Thus, environmental management as used in this paper extends well beyond the activities of public
environmentd and naturd resource management inditutions. In relation to poverty, environmenta
management is concerned fundamentaly with sustaining the long-term capacity of the environment to
provide the goods and services upon which people and economies depend. This means improving
environmenta conditions and ensuring equitable access by the poor to environmental assets — in particular
land and biologica resources, and safe and affordable water supply and sanitation —in order to expand poor
people’s livelihood opportunities, protect their health and capacity to work, and reduce their vulnerability to
environment-rel ated risks.

This broader conception of environmental management in relation to poverty reduction points to the need for
policy and inditutional change across many sectors and involving many actors in the public, private and civil
society arenas — within both developing and industridized countries and a the internationd level. These



actions need to affect both political and economic processes — both of which have a mgor impact on how the
environment is managed.

There have been some impressve gains since the 1972 United Nations Conference on the Human
Environment — the firgt globa conference devoted to environment and development issues. There has beena
proliferation of environmental policies and ingtitutions at national and sub-national levels, and environmental
issues are firmly placed on the agendas of governments, civil society and the private sector. Mgor globa
environmental agreements have been forged and globd environmentd organizations established.
Environmental sugtainability has become a core concern of bilatera and multilateral  development
cooperation, and billions of dollars have been spent on environment-related programmes and projects.

Tangible progress dso has been achieved ‘on the ground’, dthough the picture is usualy mixed. For
example, in the 1990s some 900 million people gained access to improved water sources. However, this was
merely enough to keep pace with population growth, and about 1.2 hillion people are till without access to
improved water sources, with rura populations particularly under-served (Devargjan et d, 2002).

Despite these gains, pressure on the environment continues to mount worldwide, posing mgjor challenges to
the prospects for poverty reduction and human development in developing countries, in particular the lesst
developed countries. The dtuation is summed-up succinctly in UNEP's 2002 Global Environment Outlook
report: “...The level of awareness and action has not been commensurate with the date of the globa
environment today; it continues to deteriorate’ (UNEP, 2002). Box 1 summarizes key environmenta
challenges facing developing countries in relation to the Millennium Development Goals. These lirkages are
addressed in more detail in the following sections on livelihoods, health, vulnerability and growth.

BOX 1: KEY LINKS BETWEEN THE ENVIRONMENT AND THE MILLENNIUM DEVELOPMENT
GOALS

Millennium Development Goal Examples of links to the environment

1. Eradicate extreme poverty and Livelihood strategies and food security of the poor often
hunger depend directly on healthy ecosystems and the diversity

of goods and ecological services they provide.

2. Achieve universal primary Time spent collecting water and fuelwood by children,
education especially girls, can reduce time at school.

3. Promote gender equality and Poor women are especially exposed to indoor air
empower women pollution and the burden of collecting water and

fuelwood, and have unequal access to land and other
natural resources.

4. Reduce child mortality Water-related diseases such as diarrhea and cholera kill
an estimated 3 milion people a year in developing
countries, the majority of which are children under the
age of five.

5. Improve maternal health Indoor air pollution and carrying heavy loads of water
and fuelwood adversely affects women'’s health and can
make women less fit for childbirth and at greater risk of
complications.

6. Combat major diseases Up to one-fifth of the total burden of disease in
developing countries may be associated with
environmental risk factors — and  preventive

environmental health measures are as important and at
times more cost-effective than health treatment.

7. Ensure environmental sustainability Current trends in environmental degradation must be
reversed in order to sustain the health and productivity of
the world's ecosystems.




1.1 Livelihoods and the environment

“Thereisa strong correlation between sound natural resource management and poverty
reduction.” (Cambodia Interim Poverty Reduction Strategy Paper, 2000)

The poor, particularly those living in rural aress, often rely on a variety of natural resources and ecosystem
services as a direct source of livelihood. Increasingly, the rural poor live in areas of high ecological
vulnerability and relatively low levels of biological or resource productivity, such as subtropical drylands or
steep mountain dopes. New esimates for the World Development Report 2003 indicate that some 1.3 hillion
people live on margina lands (World Bank, 2002d). Limited access to land and other natural resources is
another key aspect of rurd poverty — more than haf of the rura poor have landholdings too small to provide
an adequate income, and nearly a quarter are landless (UNCHS, 1996). Thus, both environmental conditions
and access to a variety of naturad resources are crucid to the ability of poor people to sustain their
livelihoods.

Natural resources

Natural resources can be a primary source of livelihood or may supplement the household's daily needs and
income. A growing body of research shows that poor rurd households often derive a significant share of their
incomes from natural resources. An excdlent study from Zimbabwe (Cavendish, 1999) illustrates the degree
of naturd resource dependence of poor people in rura areas? Two facts stand out in the graphs below: (i) the
poorest are most dependent on environmental income in reative terms, but (i) the somewhat better off make
more use of natural resources in absolute terms. Hence, degradation of naturd resources would hurt the
poorest the most. However, rising income would tend to increase the use of natural resources; growth will not
automaticdly aleviate environmenta pressure in this context.

FIGURE 2. NATURAL RESOURCES AND HOUSEHOLD INCOME IN RURAL AREAS OF ZIMBABWE
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Income in Z$ by Quintile and Major Income Source
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Natura resource degradetion is undermining the livelihoods and future livelihood opportunities of large
numbers of the poor. This is most evident with respect to agricultura systems. Soil and water degradation is
a mgor threat to improving agricultura productivity, which underpins the livelihoods of the vast mgority of
the rural poor and is a cornerstone of poverty reduction strategies in many countries. Internationa trade can
cushion local deficienciesin food production for the better off, but for the poorest thisis not an option.

Current estimates are that up to one billion people are affected by soil eroson and land degradation due to
deforestation, over-grazing and agriculture. Water scarcity is a mgor issue in more than 20 developing
countries, If current trends in water use perss, two-thirds of the world's population could be living in
countries experiencing moderate or severe water scarcity by 2025. Fisheries provide livelihoods for some of
the poorest and most marginalized groups, and often are the main source of anima protein for the poor. Y,
many smal-scae fisheries are over-harvested, often by commerciad enterprises that do not benefit the poor
(IFAD, 2001; WRI, 2000, UNEP, 2002).

Poor people are affected by natura resource degradation much more than the better off because of their
limited assets and their greater dependence on common property resources for their livelihoods. For example,
better-off farmers are able to compensate for faling natural fertility by using more fertilizer, but fertilizer use
by poor people is very low. Under these circumstances, land degradation has been shown to have pernicious
direct effects upon poverty. In a study in West Africa, children showing growth abnormaities associated with
poor nutrition (stunting) were found most frequently in areas of high soil degradation (GRID/Arendal, 1997).

Over 2 hillion people continue to rely on biomass fuels and traditional technologies for cooking and heating,
and 1.5-2 hillion people have no access to dectricity (UNDP, UNDESA and World Energy Council, 2000).
Shortage of wood fuel imposes time and financial costs on poor households, putting a particular burden on
households that are short of labour and making it harder for children to attend schoal.

Poor rurd women are disproportionately affected by degradation of natural resources. Participatory poverty
assessments and other studies have shown the increased time, physical burden and persona risk that women
face in having to travel greater distances in order to collect fuel, fodder and water due to growing resource
scarcity or more redtricted access to common property arees. This reduces the time spent on income-
generdting activities, crop production, and household and child-rearing responsbilities (Brocklesby and
Hinshelwood, 2001; Dasgupta and Das, 1998).



Ecosystem services

Ecosystems — such as forests, agroecosystems, grassands, freshwater and coastal ecosystems (including cora
reefs) — provide essential ‘services that contribute in numerous ways to productive activities. Some
examples of ecosystem services that support livelihoods include: provison of natural habitat for wild
pollinators that are essential to food crops, natural predetors that control crop pests and soil organisms
important to agricultural productivity; watershed protection and hydrologica stability, including recharging
of water tables and buffering of extreme hydrological conditions which might otherwise precipitate drought
or flood conditions, maintenance of soil fertility through storage and cycling of essentid nutrients, and
breakdown of waste and pollutants.

These services are ‘public goods, providing indirect vaues that are only partidly traded in the market place,
but which are vitd to the livelihoods of the poor, especidly in more margina environments or where the
poor have limited access to external technology and other inputs (Kozidl and Saunders, 2001). By
maintaining productivity and a hedthy and sable environment, ecosystem services aso contribute to
maintaining livelihood options and the potential for livelihood diversfication. When ecosystem functions are
impaired, this inevitably leads to a rarrowing of livelihood choices and an increase in the vulnerability of the

poor.

While ecosystems can be highly resilient to human disturbances, certain ecosystem types are at particular risk
of a sudden collapse. In particular, cord reefs, freshwater systems and nutrient-poor lands may go from a
functioning to a nonfunctioning state in a very short time due to pollution, overuse or other perturbations
that exceed a certain threshold. The consequence is that people who are dependant on these ecosystems maey
find themsalves deprived of essential goods and services in a relatively short time span and unable to cope or

adapt.

10



1.2 Health and the environment

“...astudy in Tegucigal pa showed. . .high lead intoxication in the children attending public schools.
The study also notes that contaminantsin soil and water are responsible for a high index of diarrhea
diseases... Soil and water pollution is further compounded by solid waste dumping with low coverage

of garbage collection services, poor waste management, and the lack of sanitary landfills.
Respiratory diseases are also common, especially among children under five.. partly caused by
increasing number of cars and the presence of factories that are not subject to any kind of
environmental regulations.” (Honduras Poverty Reduction Strategy, 2001)

Up to one-fifth of the tota burden of disease in the developing world — and up to 30% in sub-Saharan Africa
— may be associated with ewironmenta risk factors® This is comparable to manutrition and larger than any
other preventable risk factors and groups of disease causes. While the totd burden of disesse in poor
countries is about twice that of rich countries, the disease burden from environmenta risks is 10 times larger
in poor countries (see Figure 3). The poor, paticulaly women and children, are most affected by
environmental hedth problems, and traditional environmental hazards — lack of safe water and sanitation,
indoor air pollution and exposure to diseese vectors — play by far the largest role (Lvovsky, 2001, WHO,
1997).* Indeed, poor people are acutely aware of how poor environmental hedth affects their ability to move
out of poverty (Brocklesby and Hinshelwood, 2001; Narayan, 2000).

Andyzing the impact of policy changes and investments on the poor is important in bringing out the specifics
in the reationship between income growth and environmental quality. Such analyss frequently shows that
the poor stand to benefit from environmenta interventions now rather than later. Many interventions are
low-cost, yet can save people from disease that can serioudy impair their earning capability and welfare.®

FIGURE 3: BURDEN OF DISEASE AND ENVIRONMENTAL RISKS (1990)
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Note: Disability-Adjusted Life Years (DALYs) are a measure of the burden of disease. They reflect the total
amount of healthy life lost to all causes, whether from premature mortality or from some degree of disability
during a period of time.

Source: Lvovsky (2001).
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Water and sanitation

Inadequate access to safe drinking water and sanitation, combined with poor hygiene practices, are mgjor
causes of ill-hedlth and life-threatening disease in developing countries. The rural poor rely on natural water
sources such as streams for their washing and drinking water (see Box 2). Water-related diseases, such as
diarrhea and cholera, kill an estimated 3 million people a year in developing countries, the mgjority of which
are children under the age of five (Murray and Lopez, 1996).

Vector borne diseases such as maaria account for up to 2.5 million desths a year, and are linked to a range of
environmental conditions and factors related to water contamination and inadequate sanitation (WRI, 1998).
These are likely to worsen as aresult of climate change (IPCC, 2001).

BOX 2: BURDEN OF WATER COLLECTION ON WOMEN AND CHILDREN

A recent water use study in Kenya, Uganda and Tanzania went back to the same 34 sites that were
studied in 1972. Water is still primarily collected by women and children and carried on the head
leading to headaches, general fatigue and pains in the chest, neck and waist. The distance walked to
collect water was about 580 m in rural areas (although for some it can reached over 4 km) and 300 m
in urban areas. This is a slight improvement since 1972 due to more standpipes, wells and private
vendors, including in rural areas. However, due to population increase, time spent queuing has
increased significantly, especially in urban areas. A return journey to collect water takes about 25
minutes (double the time since 1972), and 3.9 trips per day are made by each household. Thus, an
average household spends 1 hour and 40 minutes collecting water each day. This reduces time for
cooking and can reduce the amount of time children spend at school.

Source: IIED et al. (2002).

Pollutants

Indoor air pollution caused by the burning of traditiona biomass fuels (wood, dung, crop residues) for
cooking and hegting &ffects one billion people, resulting in premature degth for an estimated 2 million
women and children each year (Smith, 1999). In India, recent studies suggest that 130,000-150,000 women
may die prematurely as a result of indoor ar pollution (Smith, 2000). A recent study of rura households in
centrd Kenya found that “exposure to high emissons from cooking and other domestic activities for adults
result in women being twice as likely as men to be diagnosed with acute respiratory infection or acute lower
respiratory infections’ (Ezzati and Kammen, 2001). This has been confirmed by similar studies in Gambia
(Camphbel, 1997) and Guatemaa (Bruce et d., 1998). In addition, the increased time and energy involved in
the collection of biomass fudls contributes to the physical burden and ill-heslth of women and children.

Outdoor air pollution is becoming a more sgnificant hedth issue in urban areas of a number of developing
countries, especialy in large industrializing developing countries such as China and India, and is projected to
become as important a health risk asindoor air pollution over the next two decades.

Pedticide poisoning is a sgnificant hedlth problem among poor farmers in developing countries, athough the
exact extent is not well documented. One estimate by WHO in 1990 indicated a level of some 3 million cases
of acute, severe poisoning per year worldwide., Widening the scope to cases of pesticide “exposure’ that can
ether result in acute illness or chronic hedth impacts, estimates for Africa aone point to some 11 million
cases per year (Goldman and Tran, 2002). The poor aso suffer more indirect effects from excessive use of
pesticides, such as depletion of fish stocks due to pesticide loads in agriculturd runoff. Contamination of
food crops with pegticide residues is a growing income problem for farmers producing for export markets, as
severd important markets are tightening their regulations regarding pesticide residue levels.
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1.3 Vulnerability and the environment

“Natural disasters are a risk factor, which affect the pace of economic growth and destroy the assets
of the poorest segments of the population in affected areas, reducing themto a state of dependency, at
least temporarily, on donations ... natural disasters serioudly affect the living conditions of affected
populations, and constitute an obstacle to a definite break with certain degrees and patterns of
poverty. Therefore, measures aimed at managing this risk are of the utmost importance.”
(Mozambique Action Plan for the Reduction of Absolute Poverty, 2001-2005)

Insecurity is one of the key concerns of poor people, including their vulnerability to unpredictable events.
Insecurity relates to people’s risk of exposure, susceptibility to loss, and capacity to recover. Both the rural
and urban poor are most often exposed to environmental hazards and environment-related conflict, they
suffer the greatest losses (at least in relative terms) and they are in the weakest position to cope and adapt.

Environmental stresses and shocks

Resource mismanagement and environmental degradation can exacerbate the frequency and impact of
droughts, floods, forest fires and other natura hazerds. The poor are the most vulnerable to environmental
disasters (‘shocks) as well as more gradua processes of environmental degradation (‘stresses’) — as the
majority of the rural poor live in ecologically-fragile aress, while the urban poor often live and work in
environments with a high exposure to environmental hazards. By exacerbating economic deprivation in the
short term, environmenta disasters can compromise long-term welfare by forcing affected households to
sell-off assets that would otherwise be used to meet future needs and contingencies. The effects of droughts
and long-term land degradation are more gradudly felt. They may build up over severa years, during which
a household's accumulated reserves are run down as a result of recurrent years of poor production. This will
result in a dow but inexorable inahility to invest in production and often leads to impoverishment and the
abandonment of land.

Natural hazards clam an estimated 100,000 lives each year, and inflict billions of dollars in damage. While
naturd hazards can srike everywhere, about 97 percent of the natural-disaster related deaths occur in
developing countries. The relative economic losses are aso highest in poor countries. (ISDR, 2002). Natural
disagters affected an estimated 256 million peoplein developing countriesin 2000 (ICRC, 2001).

When asked, the poor tak of living in increasingly fragile environments and experiencing natural hazards,
changing dimatic conditions and unpredictable seasons. These environmenta dresses were making
livelihood tasks more time-consuming, more dangerous, more costlly and often requiring more inputs. Poor
people highlight their dependence on the diversity of common property or open access resources — grazing
lands, water bodies and forests — as a safety net during hard times. A decline in the diversty of these
resources increases their vulnerability (Brocklesby and Hinshelwood, 2001).

Increasingly, environmental degradation and disasters cause their victims to migrate in search of better
conditions. People may be able to recover, with help, from sudden disasters, and people often return and re-
build after floods and storms. However, long-term attrition caused by drought or land degradation has led to
permanent migration from susceptible areas such as the Sahdl. The Red Cross estimates that 1998 was the
first year in which the number of refugees from environmental disasters exceeded those displaced as a result
of war (ICRC, 1999). However, much of the informeation on environmenta degradation and disasters as a
source of migration is anecdota, and it is difficult to analyze the complex system of inter-connected socid,
demogrgphic and environmental phenomena that together form the basis for cross-border migration
(Leighton, 1999).

The frequency, intensity and duretion of extreme weather events is likely to increase as a result of climate
change. The latest report on the impacts of dimate change suggest that many developing countries in Africa,
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Asa and Latin America will suffer potentially significant negative impacts from increased food insecurity,
greater spread of vector borne disease, more flooding and exacerbation of land degradation (see Box 3).

Poor people employ a range of coping mechanisms and survival drategies in the face of environmental
degradation and disasters. But their capacity to mitigate and recover from disaster is often constrained by the
wider policy and inditutional context, in addition to factors related to their socia and economic status. For
example, in many developing countries, there is a lack of socid safety nets and other protections that can
help to mitigate the impacts of environmenta disasters on the poor. Informa ingtitutions such as local social
networks also areimportant, and their density and capacity can underpin the ability of the poor to cope.®

BOX 3: IMPACTS OF GLOBAL CLIMATE CHANGE ON THE POOR

Climate change impacts will particularly affect poor countries who will find adaptation measures more
costly, and affect poor people who have more limited coping mechanisms. Major impacts include
declining water availability, reduced agricultural productivity, spread of vector borne diseases to new
areas, increased flooding from sea level rise and heavier rainfall.

In Bangladesh, the risk of flooding is predicted to rise by 20 percent in the next 20-50 years.
Predicted yield changes for wheat, maize and rice by the year 2020 suggest that yields in Nigeria and
Brazil will fall by 2.5-5 percent, and in India by 510 percent (although there are countries where yields
may rise). Relatively small increases in temperature may spread malaria into large urban areas such
as Nairobi and Harare that currently lie just outside the malaria range.

Source: IPCC (2001); lIASA (2001); CGIAR (2000).

Crisis and conflict

Tensons between diverse interest groups over natura resources can contribute to conflict. These tensons
may be played out a a regiona level, as can be seen in the water conflicts in the Middle Eadt; at nationdl
level, for example the competition for control of diamonds in Sierra Leone; and &t the local level over access
to natural resources on which the poor directly depend for their livdihoods (DFID, 20008). In such
circumstances, the poor will be the most negatively affected because they have the least resources to cope
with physicd loss, and are the most vulnerable to violence and lack appropriate meansfor legal redress.

New research suggests that civil wars more often are fueled by rebel groups competing with national
governments for control of diamonds, coffee, and other valuable primary commaodities, than by politica,
ethnic or religious differences. Anadysis of 47 civil wars from 1960-1999 shows that countries which earn
around a quarter of their yearly GDP from the export of unprocessed commodities face a far higher
likelihood of civil war than countries with more diversified economies. Since conflict prevention efforts have
paid relatively little attention to these issues, there would seem to be considerable scope for both domestic
and international policy to prevent civil conflict more effectively (World Bank, 20014).

In some cases, naturd resource conflicts can be so severe that they contribute to wider unrest and can affect
the political stability of a country. In Burundi and Rwanda, there is some evidence that intense population
pressure combined with limited land resources were contributing factors to the ethnic tenson that led to full-
scale civil war (ACTS, 2000). And there is evidence that some of the enduring conflicts in other African
countries — for example in Angola, Democratic Republic of the Congo, Liberia and Sudan — have ether
arisen from competing desires to control rich natura resources, including conflict among €lites over control
of profits from natural resource exploitation, or have provided funds for the conflict to continue (ACTS,
2000; Globd Witness, 2000 and 2001; Oxfam, 2002; Goeteborg University, 2002).
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1.4 Economic growth and the environment

The links between growth, economic policies and the environment are important for poverty reduction in two
inter-related ways:

B Countries can have high leves of growth and improved environmental performance. As shown in Figure
4, there is no smple trade-off between growth and the environment — countries with similar levels of
income and growth can have quite different levels of environmenta performance.

B [gnoring the environmental soundness of growth — even if this leads to short-run economic gans — can
hurt the poor in the short-term and undermine long-run growth and its effectivenessin reducing poverty.

The quality of growth matters

Current drategies for poverty dleviation are fundamentaly built upon premises of economic growth. A
weelth of empirica evidence reveds that economic growth, as commonly measured in increases of red
Gross Domegtic Product (GDP), is necessary but not sufficient to reduce the number of people living in
poverty (World Bank, 2001). Economic growth is essentia for poverty reduction, and soisits distribution.

Criticd to discussng economic growth as it relates to environmental impact and poverty is the consderation
of the quality of growth. The same rate of growth in the economy can be associated with widely different
environmenta impacts, as seen in Fgure 4. Depicted on the y-axis are changes in environmental qudity
based upon an environmenta quality index measuring changes in water pollution and air pollution during the
1980s and deforestation over the 1980s and 1990s’ The higher the position on the y-axis, the more a
country’s environmental quality ranking has improved. While this type of unweighted, smple index only
partidly covers the concept of environmental quality, it serves to illugtrate a fundamental point. We are not
dedling with a smple trade-off between growth and environment since there is a wide range of
environmenta performance scoresfor agiven level of GDP growth.

FIGURE 4: ECONOMIC GROWTH AND ENVIRONMENTAL QUALITY (1981-1998)
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Source: World Bank (2000c)

As economies grow, their environmental performance tends to deteriorate or improve depending on what
variable one considers. Comparing across countries a different income levels:

Water quality tends to improve with rising income;
Air pollution from sulfur dioxide tends to first get worse with rising income, but then decline;

Findly, the emisson of carbon dioxide tends to continue to grow with income, athough not uniformly
s0 (World Bank, 1992).

These are comparisons across country income groups, but countries a Smilar income and growth levels
show large differences. The bottom lineis smple; policy matters.

Ignoring the environment can undermine long-term growth

While there is no smple relationship between growth and environment, there are many examples of how bad
environmental management is bad for growth. These short-run growth paths are bad for long-run growth, but
aso have high socia and environmental costs. Some examplesinclude:®

Collapse or near collapse of fisheries in many countries both in the developed and developing world —
for example, the cod fishery in the North Atlantic and the Argentina hake fishery. The latter was over-
fished by about double the maximum sustainable yield in the late 1990s (UNEP, 20023).

Decline of agriculture due to salinization from irrigation in several countries — for example in Pakistan,
where it has been edtimated that about 16% of the country is subject to sdinization from low qudity
groundwater provided by tube wells and excessive water application. The damage from salinization
costs the country over US$200 million per year in reduced yields (World Bank, 1996). Ancther example
of unsugtainable irrigation was the draining of the Ard Sea to grow cotton, which has cost the region
millions of dallars.

Downgream impacts due to upsiream land use change. Understanding the linkages between land use and
downstream siltation and flooding are complex — but there is some evidence of the links. For example,
the Chinese government has concluded that the severe flooding of 1998 was caused in large messure by
deforestation in the Y angtze River's watershed (World Bank, 2002d).

Decline in exports of intensively-farmed commercia aquaculture operdtions, in particular shrimp
farming due primarily to disease from pollution and poor environmental controls. The Taiwanese shrimp
industry collapsed after the introduction of diseased animals. Disease caused financial losses of over a
billion dollars in Ada in the 1990s. In addition, there were costs of land degradation, human hedth
impacts and mangrove destruction — estimated to be over 20% of revenues in Bangladesh (UNEP, 1999).
Now the shrimp industry in Latin Americais threstened by these same pathogens (Bartley, 1999).

16



PART 2

Policy Opportunities to Reduce Poverty
and Improve the Environment

Part 2 looks at policy opportunities to reduce poverty by improving the environment. Given the complex and
multidimensona nature of poverty-environment linkages, it is ineviteble that this encompasses a broad
agenda for policy and inditutiona change across many sectors. We have grouped these issues into four main
areas of policy action:

FIGURE 5: KEY AREAS FOR POLICY ACTION TO IMPROVE POVERTY -ENVIRONMENT OUTCOMES

® Integrate poverty-environment issues into national
development frameworks;

® Strengthen decentralization for environmental management

® Empower civil society, in particular poor and marginalized
groups;

® Address gender dimensions of poverty-environment issues;

® Strengthen anti-corruption efforts to protect the environment
and the poor;

® Reduce environment-related conflict;
® Improve poverty-environment monitoring and assessment.

Improve

governance

Enhance the assets
of the poor

_> ® Strengthen resource rights of the poor;
® Enhance the poor’s capacity to manage the environment;

® Expand access to environmentally-sound and locally-
appropriate technology;

® Reduce the environmental vulnerability of the poor.

® Integrate poverty-environment issues into economic policy
reforms;

' ® Increase the use of environmental valuation;

® Encourage appropriate private sector involvement in pro-poor
environmental management;

® Implement pro-poor environmental fiscal reform.

Improve the quality
of growth

® Reform international and industrialized country trade policies;
® Make foreign direct investment more pro-poor and pro-

> environment;

® Enhance the contribution of multilateral environmental
agreements to poverty reduction;

® Encourage sustainable consumption and production;

® Enhance the effectiveness of development cooperation and
debt relief.

Reform international
and industrialized
country policies




The need for policy and institutional change

Experience demondtrates that, with judicious policy-making, significant ‘winwin’ opportunities exist to
reduce poverty by improving the environment.® If better environmentd management can contribute to
poverty reduction, how can these opportunities be taken and what is preventing their wider adoption?

Many of the underlying causes of poverty and environmental degradation are related to issues of governance
and palitics. There are dgnificant and often deeply entrenched policy and ingtitutional barriers — at local,
national and global levels — that work againgt the interests of poor and marginadized groups, and often cregte
incentives to cause or overlook damage to the environment.

The past decade of experience since the 1992 Earth Summit in Rio reveals some important lessons that help
point the way forward. Four broad lessons are highlighted here:

B First and foremost, poor people must be seen as part of the solution — rather than part of the problem.
Efforts to improve environmental management in ways that contribute to sustainable growth and poverty
reduction must begin with the priorities of the poor. In many cases, policies continue to be based on
uncertain assumptions and over-smplifications concerning the poor and their relationship to the
environment. A considerable body of evidence now exists that supports an improved understanding of
poverty-environment interactions, in particular how environmental conditions affect the poor and their
access to environmental assets (see Box 4).X° Supportive pdicies and ingtitutions are needed, including
access to information and decision-making, to expand the poor’s opportunities to invest in environmenta
improvements and enhance their livelihoods. At the same time, however, it is essentid to address the
activities of the non-poor since they are the source of most environmental damage.

B The gpatial and temporal trade-offs and competing economic and political interests that often underlie
environmental management decisons and practices need to be addressed in ways that involve and
benefit the poor. Developing countries can face difficult choices in alocating scarce resources among
pressing development needs, and the environment is often viewed as a longer-term concern that must be
traded-off to address short-term needs (as has often been the case in the indudtrialized countries). At the
same time, many examples are known where efforts to protect the environment have not taken into
account the interests of poor and marginalized groups and have left them worse off. There are rationa
ways of dedling with conflicting interests and trade-offs, but they require more participatory, transparent
and accountable policy and decisionrmaking processes to ensure their credibility and longer-term
effectiveness.

B [gnoring the environmental soundness of growth — even if this leads to short-run economic gains —
can undermine longer-run growth and its effectiveness in reducing poverty. The environmentd quality
of growth matters to the poor. Environmental improvement is not a luxury preoccupation that can wait
until growth has dleviated income poverty, nor can it be assumed that growth itsdf will take care of
environmental problems over the longer-term as incomes rise and more resources are available for
environmental protection. Firgt, this ignores the fundamenta importance of environmenta goods and
services to the livelihoods and well-being of the rura and urban poor. Second, there are many examples
of how bad environmental management is bad for growth, and of how the poor bear a disproportionate
share of the cogts of environmental degradation. To improve the environmenta soundness of growth,
economic policies and decisonmaking must better reflect the ‘public goods naure of many
environmental goods and services by addressing the persstent policy and market failures that lead to
their under-vauation and misuse.

B Environmental management cannot be treated separately from other development concerns, but
requires integration into poverty reduction and sustainable development efforts. Improving
environmental management in ways that benefit the poor requires policy and inditutionad changes that
cut across sectors and lie mogdly outside the control of environmenta ingtitutions — changes in
governance, domestic economic policy, and in internationa policies.
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BOX 4: AN IMPROVED UNDERSTANDING OF POVERTY-ENVIRONMENT RELATIONSHIPS

Most environmental degradation is caused by the non-poor:

Most environmental degradation is caused by the non-poor as a result of their production and
consumption levels, which are much higher than those of the poor, particularly in the highly-
industrialized countries. Even where poor people degrade the environment, this is often due to
the poor being denied their rights to natural resources by wealthier elites and, in many cases,
being pushed onto marginal lands more prone to degradation.

Population growth does not necessarily lead to increased degradation:

While increasing population undoubtedly places greater pressure on productive land and
resources, it is not necessarily population per se that causes the damage. The complex of locally-
specific social, economic, environmental and governance circumstances in which increasing
population takes place — which in turn can be strongly influenced either positively or negatively by
external economic and politcal forces — are the primary driving forces behind poverty-
environment interactions. Indeed, conventional economic theory would suggest that as population
increases and land becomes scarcer, the land should increase in value and merit greater care
and investment. Research in Kenya has documented cases where, even in the face of increasing
population pressures, farmers have managed semi-arid, degraded, unproductive lands in a
manner that has rehabilitated them and made them profitable (Tiffen et al., 1994). A wider review
shows that for population growth to lead to improved soil and water investments, market access
and attractive producer prices are essential, as well as social and economic support to prevent
the collapse of social structures (Boyd and Slaymaker, 2000). In many areas, these conditions
will not be present, and population growth will increase pressure on the environment.

The poor are capable of investing in environmental improvement:

The conventional wisdom has been that poor people are too impoverished to mobilize resources
for enhancing the environment. In some cases this is true. But numerous experiences
demonstrate that when incentives are favorable, low-income households and social groups can
mobilize enormous resources, particularly labor. Many urban environmental problems can most
effectively be solved when poor communities mobilize themselves or form coalitions with less
poor groups to improve service provision, often with some contribution in cash or kind
(Satterthwaite, 2001).

Poor people often have the technical knowledge for resource management:

It is often assumed that a lack of technical knowledge is a key constraint to poor people’s
management of natural resources. Indeed, when poor people move to areas with new ecological
conditions, or when something happens to change the balance under which their resource
management practices developed, a period of adjustment is required. Evidence is increasingly
showing that poor people have an enormous store of indigenous technical knowledge — for
example, environmentally-sound cultivation practices, efficient water harvesting techniques and
myriad uses of medicinal plants. This knowledge is often undervalued or completely ignored.
There are many well-documented cases of poor people investing their own time and resources in
environmental management, and succeeding in maintaining production and profitability, while
keeping their families and communities from the worst effects of poverty.**
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2.1 Improving governance

Key areas for policy action:

Integrate poverty-environment issues into national development frameworks
Strengthen decentralization for environmental management

Empower civil society, in particular poor and marginalized groups

Address gender dimensions of poverty-environment issues

Strengthen anti-corruption efforts to protect the environment and the poor

Reduce environment-related conflict

Improve poverty-environment monitoring and assessment

Poor people are very capable of sugtaining and improving their own livelihoods as long as they have
adequate opportunities to make a living, a voice in decisons that affect them, and recourse to justice to
defend their rights. Improved governance — including an active civil sociely and open, transparent and
accountable policy and decison-making processes — is often the missing link in cregting a more enabling
policy and inditutiona environment to address poverty-environment issues that metter to the poor.
Addressing governance issues a both nationa and sub-nationa levels is vital. Politicians, the judiciary, the
civil service and the private sector dl have a role to play as the state directly controls access to many natural
resources, or determines the rules for resource use, controls investments for environmental infrastructure and
cregtes the framework for public policy debate about poverty-environment issues.

Integrate poverty-environment issues into national development frameworks

Poverty-environment issues need to be integrated into mainsream development planning and resource
alocation processes — including nationad development plans and budgets, poverty reduction srategies, and
sector plans and budgets. This is necessary in order to forge a broad-based and more coordinated response to
poverty-environment challenges, to achieve synergy between diverse interventions across many sectors, and
to ensure that adequate domestic and externa resources are being alocated and effectively targeted.

All countries have some form of national strategic planning process. At the 1995 World Summit for Socia
Development, governments committed themselves to developing more explicitly pro-poor policy frameworks
through the preparation or strengthening of national Strategies to reduce poverty. In 1999, the World Bank
and the Internationd Monetary Fund (IMF) made Poverty Reduction Strategy Pepers (PRSPs) the basis for
debt forgiveness and new concessiond lending.™® Nationally-owned poverty reduction strategies, including
the PRSP process, provide a criticd entry point for incorporating relevant poverty-environment issues and
ways to tackle them into a country’ s mainstream devel opment policy framework.

Although poverty reduction dtrategies are intended to reflect the poor's priorities, issues thet matter most to
the poor, including poverty-environment links, often have been overlooked or received inadequate attention.
Recent environmenta reviews of PRSPs prepared in 40 countries found a mixed picture (DFID, 2002b; Bojo
and Reddy, 2002). Some countries, such as Bolivia, Honduras, Mozambique, Nicaragua and Uganda (see
Box 5) have made a sgnificant effort to address the issues of improved naturd resource management, better
environmental health and disaster preparedness. However, in most other countries, these issues have not been
adequately addressed in the context of poverty reduction planning. Even where environmenta metters are
adequately addressed in PRSPs, considerable work gtill needs to be done to ensure that Medium-Term
Expenditure Plans and sectord budgets contain adequate and properly directed resources for investment in
the environmental management concerns of the poor.™
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At the 1992 UN Conference on Environment and Development (UNCED), governments made a commitment
to adopting nationad drategies for sustainable development, and this commitment is reflected in the
Millennium Development Goas (eg., Goa 7 on “ensuring environmental sudtainability”). The UN has
prepared guidance to assst countries in preparing a sustainable development strategy (UNDESA, 2002), and
the OECD Development Assistance Committee has prepared sSmilar guidelines for development agency
support to such processes (OECD, 2001).* Each country needs to determine its own strategy process. The
chdlenge is to seek convergence between poverty and sustainable development drategies, and avoid the
continuing tendency of donors to promote multiple and competing Strategy frameworks. Where Poverty
Reduction Strategies adhere to their stated principles including the integration of relevant environmenta
issues, then this can be consdered a nationd strategy for sustainable development (OECD, 2001; DFID,
2000c).”

BOX 5: INTEGRATING ENVIRONMENT IN UGANDA’S POVERTY ERADICATION ACTION PLAN

In early 2000, Uganda’'s Poverty Eradication Action Plan (PEAP) was updated. Early drafts of the
revision contained little recognition of environmental issues and long-term sustainability. For example,
the focus in energy policy was on electrification, although fuelwood accounts for 96 percent of
domestic energy supply. The National Environmental Management Authority (NEMA) engaged in the
process by producing a series of amendments and additions that were incorporated into the strategy.
Other parts of the Ministry of Water, Lands and Environment submitted their own PEAP amendments
once the influence of the NEMA initiative became known. Since the PEAP was adopted, NEMA has
been engaged in following-up on sectoral plans such as the Plan for the Modernization of Agriculture,
and in identifying poverty-environment indicators to monitor implementation.

Source: DFID (2000b).

Environmenta issues that matter to the poor need to be fully integrated into relevant sectora plans, policies
and budget frameworks. Promoting commercid farming that drains wetlands without thinking of the impact
this will have on existing users of the wetland is short-Sghted and may negatively impact the poor.
Promoting an energy policy that focuses only on eectrification, which the poor cannot afford and so will
remain dependent on fuelwood, is counter-productive. Funding more rurd hedth clinics, without investments
to reduce environmental hedth hazards, is aso not cost-effective. All policies need to be assessed to ensure
that environmental opportunitiesto help the poor have not been overlooked (Y aron and White, 2002).

A grester emphasis on cross-sectoral approaches does not imply a less sgnificant role for Environment
Minigtries and natura resource-related agencies, nor does it reduce the need for adequate funding, gteffing
and training to carry out their policy and regulatory mandates. However, it does mean that environmenta
organizations — including in civil society — need to better understand how environmental conditions impact
the poor and the ways in which environmental management can contribute to poverty reduction. It dso
means that environmenta organizations must engege more effectively with Ministries of Planning and
Finance, or other agencies driving the nationd planning process, to ensure that poverty-environment issues
ae addressed. In most cases, this shift in orientation will require a reassessment of environmental
management mandates and capacity development needs.

Strengthen decentralization for environmental management

With the trend toward grester decentraization and devolution in many countries, planning is increasingly
being underteken a Provincid, district and locd levels. For example, many countries such as Maawi,
Tanzania, Egypt and Si Lanka have introduced didrict-level environmentd planning. While this is an
important development, it is vita that these environmental plans are integrated into the mainstream loca
planning process. It is aso important that these plans focus on issues which are relevant to poor people —
approaching the issues from their perspective, and not only from an environmental perspective.
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Decentrdization in rurd aress has given local governments control over many key natura resources — such
as dtate land — and respongbility for infrastructure such as water supply, sanitation and irrigation. Rules on
resource access — such as permits for mining, timber harvesting, grazing and indudtria emissions — are
generally issued by loca government. In cities, up to haf of urban land is commonly in the public domain as
public buildings, public infrastructure and land (e.g., roads, railways, cands). The way local government
chooses to use this land affects where industry locates, how congested a city is, where people live and how
the city will develop (DFID, 2001b). Further, urban environmenta problems can most effectively be solved
when poor communities are able to mobilize themselves or form coalitions with less poor groups to improve
service provision, often with some contribution in cash or kind (Satterthwaite, 2001).

Decentralization and local empowerment is not a guarantee for environmental stewardship. While grester
loca government control has in some cases made decison-making more responsive and accountable, this is
by no means guaranteed. Local governments can be subject to the same “capture” by wesdlthy dlites as central
government, they can aso manage loca resources unsugtaingbly to raise revenue and may have wesker
environmental  management capacity than centrad governments. In addition, decentrdization has often been
undermined when centrd governments have not provided sufficient resource transfers or revenue-raising
powersfor local government to implement their responsibilities.

Further, not al stakeholders have competible objectives and degrees of power and influence can differ, often
significantly. This can lead to conflicts when poorer and more margindized groups are left out of the process
or when success encourages others to enter. Hence, efforts to empower communities to locdly manage
natural resources must safeguard againgt elite capture, and build local capecity for participatory management.
Also, devolution of power to the local level can incresse pressure on natural resources in view of the income,
employment, and revenue needs of loca government and their condituents. Hence, when tradeoffs between
environmental conservation and poverty reduction are resolved locdly, they may result in short-term
exploitation. However, this can be mitigated by two factors. The first is that local resource control also means
that the benefits of sustainable management will accrue locdly. The second mitigating factor is that financia
transfers from the outside, for example through nationdly-directed subsidies or international funding sources
such asthe Global Environment Facility, can make abig difference as to how these tradeoffs are resolved.*®

Empower civil society, in particular poor and marginalized groups

Civil society organizations, including organizations of the poor, have a key role in promoting improved
environmental management. Religious organizations, trade unions, professonal associations, farmers groups,
community groups and public intere groups can be instrumental in holding government and the private
sector accountable for improving environmental management, in raisng awareness of environmental issues,
and in helping poor people to secure their access to natural resources and environmenta infrastructure.
Where government is responsive, it can have a magor impact. In India, reformist governments in the dtates of
West Bengd and Andhra Pradesh were ingrumental in promoting grester joint management by the poor of
forestry resources (Lele, 2000). In several Latin American cities, progressive mayors and city councils have
made a major impact in improving the access of the poor to environmental infrastructure (Hardoy et d,
2001).

Empowering civil society, in particular poor and marginaized groups, to participate in and to influence
environmenta  management requires access to environmental information, to decison-making processes and
to means of redress through the justice system and other means.

Public access to information is vital for effective environmenta management. A free media has been
ingrumental in highlighting environmental problems in both the public and privete sectors. In some
countries, the state has effectively used public pressure by making information publicly available in order to
encourage greater pollution compliance (see Box 6). This also applies to rurd aress. In the Philippines, for
example, access to information has contributed to community monitoring of forestry offences and the
enforcement of forest regulations (Brunner et ., 2000).
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BOX 6: INDONESIA’'S PROGRAM FOR POLLUTION CONTROL, EVALUATION AND RATING
(PROPER)

The Indonesian environment agency, BAPEDAL introduced PROPER in early 1995 focusing on 187
of the worst water polluters. The Vice President presided over a high profile ceremony to congratulate
the one third of companies that met the regulations, while BAPEDAL privately notified the remaining
two thirds that they were non-compliant and had six months to go before public disclosure. Following
full disclosure, the program had by mid-1997 reduced pollution by 40%. Indonesia 5 how expanding
the program to 2000 plants. Other countries have learnt from this approach and similar schemes are
now underway in the Philippines, Mexico, and Colombia, and are planned in China and Venezuela.

Source: World Bank (2000b).

The participation of poor and marginalized groups in policy and planning processes is essential to ensuring
that the key environmental issues that affect them are adequatdly addressed. It dso fosters commitment to the
environmental policies and interventions to be inplemented. The effective participation of these groups
depends on a number of factors. The participatory mechanisms put in place should be sengtive to the
resource congraints of poor people, increase their access to environmental information, and must enhance
trangparency and accountability in order to convince poor people that their views will be consdered and
given due weight in decision-making.

Poor and margindized groups often lack access to environmenta judtice in order to address environmenta
abuses and to protect their rights. At the same time, governments often do not have the resources to monitor
in a timely and effective manner the resources and services that the poor depend upon, particularly in more
remote rura arees. Governments need to support representetion by inditutions that are accountable to the
poor, so that monitoring of action and enforcement of rights can teke place at al levels. Citizen oversght
boards, community-level review processes for government development plans and projects, and ombudsman
sysems for dispute resolution are examples of such mechanisms. It is dso important to srengthen the
judicid system as an impartia and independent ingtitution, and to foster the emergence of ingtitutions of civil
society that can mediate between different actors (UNDP, 1999b).

Address gender dimensions of poverty-environment issues

Gender-related issues are a key dimension of the poverty-environment nexus (OECD, 2001a), and rigid
gender roles contribute to inefficiencies in natural resource management (World Bank, 2001b). As described
in Part 1, women are at higher risk and more vulnerable than men to many environmental hazards because of
their particular social and economic roles.

To date, poverty-environment links that matter to poor women — such as lack of land and resource rights, the
additional disease burden from indoor air pollution and the time and physical burden of collecting fuelwood
and water — have been given very little recognition in dmost al PRSPs. Existing gender analysis methods
and tools must be employed to ensure that poverty reduction srategies, policy and budget frameworks, and
monitoring systems reflect a more gender-disaggregated understanding of poverty-environment concerns and
needed policy and ingti tutional responses.

Strengthen anti-corruption efforts to protect the environment and the poor

Corruption is a generd governance problem, but relates strongly to poor environmenta management,
especidly concerning the extraction of natural resources, the regulation of pollution and the preference for
lucrative hardware solutions (for example, the power and water sectors) over softer solutions like efficiency
savings. The Environmental Sudtainability Index (ESI) found that the variable that most correlated with poor
environmental performance was corruption.
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The provison and effective dissemination of good qudity information, combined with an gppropriate lega
and regulatory framework and the eventua imposition of adeguate sanctions, can improve the situation.
Pressure can be brought to bear by naiond and internationa civil society, by internationa buyers and
consumers, by donors, and by other governments (see Box 7). For example, according to Article 97 of the
Cotonou Agreement between the European Union and ACP (African, Caribbean and Pecific) countries,
serious cases of corruption should give rise to consultations between the Parties to the Agreement, and
require the Paty where the serious cases of corruption have occurred to take the measures necessary to
remedy the situation immediately. In some cases, sanctions may be imposed such as suspension of aid.

While developing countries have a role to play in stamping out corruption, developed countries dso can play
a pat — as they may be home to the briber. Recently the OECD passed a Bribery Convention — which says
member dates should make it illegd to bribe non-OECD nationds. The OECD requires government to
introduce legidation to achieve this — which many OECD countries, such as the US and UK have done.
There is dso a desire by some developed country governments and businesses to agree multilatera rules to
make it a requirement to meke public the amount of rent taxes they are handing over to developing
governmentsfor legal exploitation — often for oil — to ensure that this money does not disappesr.

BOX 7: TACKLING CORRUPTION IN THE CAMBODIAN FORESTRY SECTOR

Cambodia’s Interim Poverty Reduction Strategy states: “controlling illegal logging, combined with
measures already taken to restructure the forestry concession system, will begin to mobilize the
revenue potential of the forestry sector which will become an important source of finance for poverty
reduction measures in agricultural and other sectors.” It is estimated that about US$100 million are
lost each year from corruption, compared to only about US$13 million that are captured. The Forest
Crime Unit supported by the international NGO Global Witness has been very blunt about drawing
attention to the lack of action against illegal loggers. Faced with mounting domestic and international
criticism, Cambodian Prime Minister Hun Sen announced the suspension of all logging operations
effective January 2002.

Source: Hodess (2001).

Reduce environment-related conflict

Environmental conflict is an issue & micro and meso level (eg., pastordists versus settled farmers, river
basin users) and & a macro leve (eg., control of diamonds and timber fueling conflict). At the micro and
meso level, conflict resolution structures are needed that provide a forum for informed didogue to solve
problems. For example, river basn management authorities are being set up in many countries to establish
and support dialogue and management rules between different resource users. In some cases, the open access
nature of many resources — land, fisheries, forests — needs to be dtered to stop over-use which can lead to
conflict. Loca-level efforts to define appropriate management regimes need to be supported. This can be
complex, as it is important not to exclude poor people. For example, while many protected areas are being
managed with more involvement of locd people, there are many examples of protected aress that lack
effective mechanisms to facilitate locd community participation and to resolve corflicts over access to
‘protected’ resources that local populations depend upon for their livelihoods and well-being (Lewis, 1996;
Ghimire and Pimbert, 1997; Buckles, 1999).

Control over natura resource rents — particularly oil and other minerals — can cause conflict between loca
resdents, governments and private extractors. In some cases, there dso can be tension between the loca
digtrict where the mineras are located and centra government — who may get much of the revenue — an issue
that has arisen in Indonesia, Papua New Guinea and Nigeria There is no easy solution to these problems, but
they must be addressed by attempts to reech a political settlement on the gppropriate and transparent sharing
of resource revenues, based on public debate.
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In more extreme cases, natural resources may fud war, and they often provide the funds and incentives to
prolong conflicts once they have started. This has been the case in West Africa and South East Asa The
underlying cause for the conflict needs to be addressed, but in the meantime pressure from the international
community — governments, civil society and consumers — can reduce the potentid gains from resource
extraction. The Kimberley diamond certification process is one such attempt, as is pressure by the UN
Security Council to highlight natural resource extraction in the Democratic Republic of the Congo (see Box
8).

BOX 8: NATURAL RESOURCES FUEL CONFLICT IN THE DEMOCRATIC REPUBLIC OF THE
CONGO

In the Democratic Republic of the Congo (DRC), the link between conflict and natural resources is
now so explicit, the United Nations Security Council asked the UN Secretary general to set up in 2001
a special expert panel on the illegal exploitation of natural resources and other forms of wealth in the
DRC. The Panel argued in their first report that there is "a pattern of continued exploitation carried out
by numerous state and non-state actors, including rebel forces and armed groups, conducted behind
various facades in order to conceal the true nature of the activities". The only loser in this huge
business venture is the Congolese people. Following a debate on the panel's conclusions in
December 2001 its mandate was extended to include an update of information from all relevant
countries; an evaluation of possible actions that could be taken by the Security Council in order to
help end plundering; recommendations on specific actions that the international community might take
in support of the Congolese government; and recommendations on possible steps that might be taken
by transit countries, as well as end users, to contribute to ending illegal exploitation of natural
resources.

Source: IRINnews.org, UN Office for the Coordination of Humanitarian Affairs, 2002

Improve poverty-environment monitoring and assessment

Improving environmental management to reduce poverty requires locad understanding of how environmenta
conditions relate to dimensions of poverty, and the ability to identify and prioritize aternative policy options
and to evauate their effediveness and impact. This, in turn, requires appropriate and effective indicators and
monitoring systems. Environmental data tend to focus on environmental change without determining poverty
effects, while poverty monitoring systems often ignore environmental concerns. Indicators are needed that
messure how environmental conditions affect the livelihoods, hedth and vulnerahility of the poor, and these
indicators need to be integrated into national poverty monitoring systems and assessment.*’

Some work is aready underway to identify useful generic poverty-environment indicators, but the rea need
is to collect data in country.®® Surveys in Nepa, Honduras and Uganda (Nunan et d, 2002) and Nigeria
(Osuntogun, 2001) show that some data is dready available. Generdly, environmental heslth data are
currently the most widdly available, drawing from Minisry of Hedth and household survey sources.
However, the extent to which certain hedth outcomes such as maaria can be reduced by environmenta
interventions requires further research. There are some qudlitative data on natural resources and vulnerability
from participatory poverty assessments (PPAS), but future PPAs could be designed with a more explicit focus
on key poverty-environment issues (Brocklesby and Hinshelwood, 2001). Household and community-level
data on the poor’'s dependence on natura resources are sometimes available for a particular sector, such as
the forestry sector, often as part of preparing forestry sector and biodiversity strategies. Work has also been
undertaken to overlay poverty data with exiging environmental data to form “poverty-environment maps’
that identify the spatia links between poverty and resource degradation (Henninger and Hammond, 2000).%°
While this suggests that data may be more available than is realized, it is scattered among different agencies,
not collected systematically and often requires careful analysis and interpretation to develop its relevance for
poverty-environment issues.
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As with any indicators, the information collected is only useful to the extent that it is appropriately used.
Poverty-environment data collection should build on existing data collection efforts such as those associated
with livelihood surveys and participatory poverty assessments, and be anchored in inditutions with
gppropriate skills such as the Statistics Department, Ministry of Finance or a competent local research
inditute. These inditutions have experience in producing demand-led data and will make it more likely that
the data is fed into ongoing poverty-related policy processes such as poverty reduction strategies and sectora
and spatia plans and programmes.
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2.2 Enhancing the assets of the poor

Key areas for policy action:

B Strengthen resource rights of the poor

B Enhance the poor’s capacity to manage the environment

B Expand access to environmentally-sound and locally-appropriate technology
[

Reduce the environmental vulnerability of the poor

Many policy options for addressng poverty-environment interactions focus on improving the asset base of
the poor. Assets include natural cepitd (land, forests, water, fish, energy resources and mineras); socid
capita (relationships of trust and reciprocity, groups, networks, customary law); human capitd (sKills,
knowledge, beliefs, attitudes, labor ability and good hedth); physical capitad (basic infrastructure); and
financial capita (monetary resources). Supportive policies and indtitutional arrangements are needed to
enhance the assets of the poor and their capabilities to meet basic needs and to creste more flexible and
secure livelihood options.

Strengthen resource rights of the poor

Property rights to resources such as land, water and trees have been found to play a fundamental role in the
poverty-environment nexus (Scherr, 1999). Property rights encompass a diverse set of tenure rules and other
agpects of resource access and use, and strongly influence the patterns of natura resource management.
They may either facilitate or impede sustainable use, protection or resource-improving investment.

Individual and collective property rights held by poor people represent key household and community assets
that may provide income opportunities and access to credit, the ability to meet essentid household
subsistence needs, and/or provide a means of insurance against livelihood risk. Poorer people tend to rely
more heavily on customary or informa rights that are not adhered to by outsde user groups. Margindized
users, such as poor women, often lose out as a result of policies and processes which privatize and reduce
complex bundles of rights into a sngle unitary right (under many land and water reforms). Uncertain
ownership conditions can dso affect long-term agricultura  productivity and incentives for resource
conservation and investment, and can especialy cause rapid deterioration of lands or naturd resources when
the owner tries to squeeze out the maximum revenue during a short period. This is dso relevant in urban
areas, where insecure tenure in dums brings risks of demoalition and discourages investment to upgrade living
conditions.**

Good examples are available of well-established common-property management regimes that do not meet the
criterion of private exclusvity, and yet function to the satisfaction of the included parties and have proven to
be sustainable (Ostrom, 1990). There are adso strong concerns that a shift toward privatization would be
contrary to poverty aleviation: the rich tend to be the largest landowners after common land is privatized.?
However, where traditiond common property management regimes have broken down and fal to protect the
poor, the formd issuance of legd titles may be beneficia for the poor and for agricultural productivity, and
therefore create an incentive for investment in soil and water conservation (see Box 9). However, as
perceived security and local enforcement are critica concerns, such formal titling may not be necessary if
informal rules are honored.

To drengthen the land rights of the poor, it is necessary to reform the policies and ingtitutions responsible for
delivering land rights in order to make them more responsive to the poor's needs. These include centra
government land agencies, local government, traditiond authorities, the justice system, and local land boards,
commissions and tribunals.
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BOX 9: LAND TENURE AND ENVIRONMENTAL IMPROVEMENTS

The relationship between land tenure and environmental improvements in terms of afforestation and
soil and water management in rural areas, and investing in better housing in urban areas, are complex
and location-specific. 3

A study of 115 upland farms in the Philippines using 6 years of soil erosion data found that farmers
who had high security of tenure were more likely to install contour hedgerows to reduce erosion
(Shively). However the study also found that adaptation is more likely with farms that have access to
credit, and that larger farms are more likely to adapt than smaller farmers. This suggests that, while
tenure is important, it is by no means the only factor that matters.

However studies from parts of Africa are less categorical — showing that while tenure is important,
tenure security is not necessarily delivered by freehold titling (DFID, 2002a). Tenure security is often a
question of perception and interpretation of the socio-political climate in relation to land rights.

The relationship may also work the other way — with people either increasing or reducing tree cover to
assert ownership. In some parts of Latin America, ownership of forested areas is asserted through
replacing forest with crops, while there is some evidence of the reverse in parts of Africa. There
stronger tenure rights over communal land are sometimes granted to those who plant trees
(Shepherd, 1991). This occurs in Ghana where women plant cocoa on family land to assert ownership
(Quisumbing et al, 2001).

In urban areas, tenure is often vital for access to improved environmental services (Payne, 2002).
Improving tenure is one of the indicators for monitoring the Millennium Development on environmental

sustainability. However there is limited accurate information on this at present

Source: Shively, G (2001); DFID (2002a); Shepherd (1991); Quisumbing et al. (2001); Payne (2002).

Enhance the poor’s capacity to manage the environment

Strengthening the resource rights of the poor is a necessary but not sufficient condition for improving
environmental management and peoples livdihoods. Within the s<hift in many countries toward
decentraization and devolution of environmental management responsibilities, greater emphass must be
given to drengthening locd environmental management capacities by building socid and human capitd,
especidly among the poor. This is essential for decentralization processes to truly reflect and respond to the
priority needs of the poor; otherwise, decentralization may serve to further concentrate power in the hands of
thelocal elite and further marginalize poor and vulnerable groups.

In rurd and urban areas throughout the developing world, a wide range of innovative approaches are being
tried to empower local environmental management and to improve livelihood options. Many postive
examples can be cited (see Box 10):

B Community wildlife reserves managed for sport hunting in southern Africa have been transformed into
aress managed for conservation, where indigenous peopl€'s livelihoods become a force for
conservation.”*

B Water-user’s associations that buy and sell water rights and organize for collective system maintenance
have been established

u Comrms:r;gybased forestry enterprises are being linked to international timber and certification
market
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B Cooperatives producing organic foods or coffee for domegtic and internationa markets have revitalized
traditional agricultural systemswith new technologies.?’

In dl of these examples, the indtitutional framework, including the building and use of socid capitd, is a key
element in success. Projects that successfully support such initiatives have included significant resources for
human capitd development, organizationa strengthening, negotiation and conflict resolution, and other
ingitutional  skills. Community-level organizations have aso developed reationships with higher-level
inditutions, and through them mobilized support for their interests and advocated a postive policy
environment for their activities.

BOX 10: COMMUNITY FORESTRY IN NEPAL

The 1993 Forest Act legalized forestry user groups giving them the right to own the trees, although
ownership of the land remains with the State. User groups develop operational plans, set forest
product sale prices, and determine how surplus income is spent. By June 1997, there were 6,000 user
groups managing 450,000 ha with a further 6,000 waiting for formal registration. Issues still arise
within user groups, between them, and with the forest department. Concerns have arisen about
domination by local elites, politicization of user groups, and pressures from the forest department to
focus on tree planting rather than harvesting. Nevertheless, experience has been encouraging; and
the condition of the managed forests has often improved.

Source: Arnold and Bird (1999).

Expand access to environmentally-sound and locally-appropriate technology

There is an abundance of “appropriate” technologies that can inprove the environment and the livelihoods of
the poor. Many are based on locd traditiona knowledge and practices, others are the result of externa
technical innovation. Examples include terracing, tied ridging to hold rain water, planting grass bunds to
reduce water run-off and soil erosion, water harvesting techniques, agro-forestry, the use of naturd products
to eiminate pests, improved livestock and fish production, the use of reeds or woody plants to trap and
detoxify sewage and many others.

However, technology development and dissemination for the poor is often not fully provided by the market.
Because of its possible spill-over benefits, governments, civil society groups, the poor themselves and donors
have a role to play to support innovation. Such shifts might be brought about through introduction and
demongiration projects that involve the full participation of poor people. There have been atempts to fund
labor-intensive environmental technology projects through public works, especidly “food for work”
programmes. However, the ownership and ultimate sustainability of works that have been carried out with
the incentive of an externd supply of incomeisusualy questionable.

In agriculture, much more success has been achieved by empowering imovative farmers to adopt and adapt
new technologies and to pass their knowledge on to their peers (Relj and Waters-Beyer, 2001). Support
should be provided to involve farmers in testing the suitability of these new practices and the use of "farmer-
to-farmer" advisory and training services, leading to the introduction of a number of different practices that
require little or no cash inputs - a very important festure when dealing with poor farmers (see Box 11). The
practices can be based, for example, on making the best use of the rainfal and waste products like anima
manure and crop residues and whatever other organic materia can be found on the farm.
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BOX 11: IMPROVING RESOURCE-POOR FARMERS’ ACCESS TO ENVIRONMENTALLY-SOUND
TECHNOLOGY

In many cropping systems, heavy reliance on chemical pesticides is threatening the sustainability of
agricultural production. Small-scale farmers and the rural poor are disproportionately affected by the
health and environmental impacts. Integrated pest management (IPM) has proved successful in
providing poor farmers with a pest management technology they can afford. IPM is based on the
farmer's management of the ecosystem though a mix of ecologically-sound pest control techniques,
taking into consideration the social and economic aspects of the pest management decision. One of
the largest-ever investments by a developing country in farmer training on IPM was the Indonesian
IPM Training Project (1993-1999). Over 600,000 rice, vegetable and soybean farmers have been
enabled to make better pest management decisions on their own farms. The project induced
institutional development far beyond its originally planned extent.

Source: World Bank (2000c).

Clean and affordable energy is essentid both for poverty reduction and environmenta protection. Most poor
households and communities have no access to modern energy services, and for them the establishment of
appropriate renewable options is critical. Increased use of renewable energy sources in industry and transport
will be essentid in order to meet the rising energy demand from urban growth while maintaining air quality.
Many cos-effective renewable technologies dready exist, and they can contribute to reduce air pollution
considerably.?® For example, the two most populous developing countries—China and India—are aso homes
to the largest smdl-scale biogas programs, with some 5 million and 2 million units respectively (Venkata,
1997).

Electricity for home consumption is associated with clear environmentd hedlth benefits (Wang, 2002). It is a
clean source of energy a the consumption stage, enables refrigeration, extends reading time, and supports
modern communications. However, most poor people live in rurd areas where the cost of grid-connection
would be prohibitive. Off-grid, decentraized dternatives must be promoted for them.

The public sector needs to provide an enabling environment for energy technology enterprises, and direct
support to research and demongtration projects. Experience shows that successful energy technology needs to
be adapted to locd circumstances, and based on sustaingble consumer demand. NGOs, community-level
organizations and private sector entrepreneurs al have a role to play in developing locally-appropriate
technology that can also become financialy sustainablein the long run.

In the area of human hedth, there is tremendous need for improved cook-stove technology to reduce indoor
ar pollution and associated acute respiratory infections. In the past, many such programmes have failed, but
there have been countries where, especidly in urban markets, the new technology has successfully taken off.
In Kenya and Ethiopia, for example, severa million improved stoves have been sold. The success of these
programs rely on a number of factors, including initial support from governments and donors, but aso on the
successful, long-term involvement of small-scale private sector entrepreneurs. These producers have found a
commercidly viable niche, particularly in supplying urban poor with an energy-saving appliance that also
reduces indoor air pollution (ESD, 2000). The issue here as with al technology is to focus not just on the
engineering side, but on the socid, cultura, financia and marketing aspects of technical change.

Simple, low-cost technology is also available for better sanitation, but must be introduced in a culturaly
appropriate manner, and along with educationa efforts®* Similarly, smple technologies exist for vector
control to combat maaria, including control of habitats where mosquitoes breed, and distribution of bednets
treated with insecticides.®
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Reduce the environmental vulnerability of the poor

The poor have many informa mechanisms to manage the risks that they face every day. These include ways
to reduce and mitigate risk (eg., use of common property resources, temporary migraion, income
diversfication and informal insurance), and to cope with shocks once they occur (eg., sde of assets, reduced
consumption, loans). These risk management drategies may be a the individua, household or more
collectivelevel (World Bank, 2001).

State attempts to reduce the vulnerability of the poor to naturd disasters should strike a baance between
messures designed to prevent shocks that will adversely impact the poor, and ex-ante measures that reduce
the impact of such shocks on poor and vulnerable groups or enhance their ability to cope. Intervention
drategies need to be based on the redlities of the poor and the kind of environmenta risks they face. For
example, government attempts to improve stormwater drainage and relieve flooding in the dums of Indore,
India involved replacing open drains with closed drainage channds, which prevented residents from being
able to predict the severity of the flood as they previoudy did Also, the closed drains are more easily
blocked by rubbish and can no longer be used to wash away excreta — thus the residents preferred the old
system (WRI, 1996). In many environmenta disasters, the mgjority of fataities occur in the first 24 hours —
long before national and international agencies arrive on the scene. So engaging local residents in disaster
preparedness, mitigation and coping strategiesisthe only practical solution.

While natural hazards in generd cannot be prevented completely, their impacts, and sometimes their
meagnitude, can be managed. There are four key approaches (ICRC, 2001):

B Address the causes of environmental hazards through measures addressed elsewhere in this report. For
example, floods are drongly influenced by land and water management in upper cachments of
watersheds. Good land-use planning and zoning can prevent a natura cycle of weater flows from
becoming a catastrophe. Fire bresks and early response can to some extent prevent wildfires to spread.
Diverse crop varieties can reduce exposure to pathogen attacks.

B Focus more on participatory risk reduction, risk mitigation and disaster preparedness. Building codes for
houses and other infrastructure can ensure that they are equipped to withstand natura hazards to a
reesonable degree. Early warning systems that effectively provide loca people with adequate
information to minimize impacts can be very effective. Countries that have taken this approach have
made a magor impact. In Bangladesh, following the 1991 cyclone when 140,000 people died, a maor
effort was put into local-level disaster preparedness and since then fatdities have dropped substantially —
athough thousands are till made homeless. Even in the terrible 1999 Orissa super-cyclone — when an
edimated 10,000 to 40,000 people died — an additional 40,000 were saved by localy constructed and
managed shelters.

B After disassters have happened, improve response and relief efforts and ensure that they include a focus
on improving livelihood opportunities that can withstand future disasters. While the coordination of
humanitarian rdief has improved somewhat, it can improve further with greater involvement of well-
informed groups on the ground. Funds are often more useful than flying in foreign supplies and experts,
which may be time consuming and have lower benefits for the loca economy. Relief efforts should
focus on longer-teem recovery through, for example, the introduction of more income-earning
opportunities. This is condrained by both government and development agencies who dill tend to
separate disaster relief from long-term development — so that relief is not sufficiently development-
oriented and development does not fully incorporate disaster mitigation.

B  Ensure that funds are available for deding with disssters. While the internationd community may
provide some funds, countries may find it more predictable to set up their own contingency reserves. A
number of countries in Latin America have dready begun this process. There is dso a need to increase
private sector insurance coverage.

Once a disagter has struck, emergency response management and ddlivery of rapid support to affected areas
is criticad to bring down human losses. Economic recovery requires a well-managed response with quick-
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disbursing funds for clearing of disturbed sites, reconstruction, re-seeding of damaged crop land, micro-credit
for commercia activities and so forth. 32

Addressing chronic long-term environmental vulnerability such as drought and pest infestations is even more
complex and, as it is less visible, receives much less attention. Long-term solutions require addressing the
ressons for environmental decline. In the short term, the key is to understand the poor’'s own coping
drategies and motives. In rura aress, coping drategies of the poor may include introduction of drought
tolerant gpecies, integrated pest management, and reducing dependence on declining natura resources,
through shifting to off-farm employment and in some cases migration.

In urban aress, there is some evidence that the poor make short-term trade-offs to accept certain
environmental hazards — such as polluted Sums — in order to improve their economic opportunities (WRI,
1996). However, a wedlth of evidence point to the possibilities of mobilizing the urban poor for upgrading
their environment.®
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2.3 Improving the quality of growth

Key areas for policy action:
B Integrate poverty-environment issues into economic policy reforms
B Increase the use of environmental valuation

B Encourage appropriate private sector involvement in pro-poor environmental
management

B Implement pro-poor environmental fiscal reform

More environmentally-sound and equitable patterns of economic growth are needed to protect the
environmental assets of the poor. Environmenta problens often arise because effective market mechanisms
do not exig or are inaufficient. Hence, there is an important role for government to complement economic
policy reforms with measures to promote pro-poor environmental management. This includes the need to
better account for the economic vaues of environmental good and services ignored by markets in order to
make rational and enlightened choices possible. However, it is dso important that governments correct the
falures of their own policies. This refers to reform of environmentaly-harmful subsides, combating
corruption and providing an enabling environment for the private sector to manage environmental resources
when this can be done efficiently and in the best socid interest.

Integrate poverty-environment issues into economic policy reforms

To promote macroeconomic gability and enhance growth, many countries have undergone dructurd
adjugment reforms that include exchange rate re-dignment, public sector reform and privatization, reduction
of tariffs and subsdy reform. The effect of these past reforms on the environment is controversd and
mixed.* Postive environmental impacts can occur when, for example, an over-valued currency is adjusted
S0 that domestic nature-based tourist services are promoted, or when public subsidies to polluting industries
are dismantled. Adverse environmental effects can occur when these reforms are undertaken in the context of
unchanged inditutional and market failures. Trade liberdization can enhance export opportunities for natura
resources such as foredtry, fisheries and minerals. However, if these resources are openraccess and
environmental regulation and management regimes ineffective, the repercussons may be quite negative from
both an environmental and poverty reduction perspective.

Many countries have had to adjust unsustainable economic polices, but there is a need to complement such
adjugment in two important ways. Firs, economic policy reforms need to be complemented with
asessments of their poverty-environment impacts. Traditiond environmental impact assessment is now
being adapted to address economic policy changes. Strategic Environmental Assessment (SEA) can be
gpplied to sectora and regiona policies and programs to identify potential impacts and design mitigating
messures.  Magor deficiencies in environmenta management can be identified and mitigation can be
designed. For very broad macroeconomic reforms, however, it becomes difficult to predict what the ultimate
impact on the environment will be. As numerous case studies have shown, the impacts often can be traced
through chains of both podtive and negetive repercussons, but quantifying the impects remains extremely
difficult. Even dfter the implementation of an economic adjustment program, it remains a chalenge to define
the “without scenario”, that is, what would have happened in the absence of the reform program. *

Traditional economic models can have environmenta components included — for example, to find out the
effect of timber trade liberdization on forest cover. However, traditional economic and environmental
anadyses both need to be adapted to our current concern: that grester attention is given to those impacts which
disproportionately affect the poor. In some cases, countries are aready dtarting to experiment with Poverty
Socid Impact Anayss (PSIA) of policy changes, and there is a need to ensure that relevant poverty-
environment issues are a so captured.
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This leads to the second important point: there is no subditute for targeted support to environmental
management capacity in a reforming country. While not every impact of reform can be foreseen, certain
environmentd standards and monitoring capabilities can respond to and mitigate negative impacts that occur.

Increase the use of environmental valuation

Markets form the backbone of the globd economic system, but they fall to capture many important
environmental values. This warrants atention both at the macroeconomic level, where socia planning
occurs, and at the microeconomic level, where households and individuas make small everyday decisions
that, taken together, profoundly affect the level of environmenta quality.®®

To make rational choices when environmental and economic vaues are to be compared, it is essentia that
accounting systems and market prices reflect the rdevant vdues. At the macroeconomic level, this means
that the traditional system of national accounting needs to be amended to better reflect environmental values.

Two main types of amendments are needed from an environmenta perspective. Firdt, the nationd income
accounting system needs to differentiate between income derived from sudtainable use of resources, and
income derived from liquidation of natural capita.®” Second, water, soil and air pollution affect the level of
environmental quality, and sometimes the productive capacity of the economy directly. In the later case, the
traditiona income account dready incorporates the negative impact of pollution. While no further adjustment
to income is necessary, it is gill of policy-relevance to trace the magnitude of the impacts. However, in the
case where pollution does not directly affect current productivity, but non-marketed environmental services,
or future productivity by inflicting longterm hedth damage, an amendment in the national income
accounting is needed to reflect this.

The policy sgnas emerging from the nationa accounting data can be quite different if adjustments for
subtractions/additions of human and natura capitd are taken into consderation. One method is to derive an
adjusted measure caled Comprehensve Savings. Starting with the standard concept of net domestic savings,
the current expenditures on education are added as an gpproximation of investment in human capita. Next,
the depletion of nonrenewable energy sources, minerds, and forests, are deducted. Finally, the damages
from carbon dioxide emissions (as a proxy for overal air pollution) are deducted (World Bank, 2001€). This
is illustrated in Figure 6, which shows a pronounced difference between the net domestic savings measure
and the caculaion of comprehensve savings for Sub-Seharan Africa® From a poverty reduction
perspective, this type of macro-level analysis needs to be complemented with a distributi ondl analysis — how
does naturd resource exploitation and ecosystem change, pollution and investment in human capitd affect
the poor?

FIGURE 6: ADJUSTED NATIONAL INCOME ACCOUNTS IN SUB-SAHARAN AFRICA
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Environmental vealuation also has a role to play in assessng the costs and benefits of public reforms
impacting the environment. This is particularly so when the benefits of improved hedth must be compared
with financia expenditure®

Moving on from the perspective of society as a whole and down to the micro-level of individud and
household decisions, poor people, like everyone ese, will be influenced considerably by market prices. If
market prices for environmental goods and services are not available, they need to be derived, using
techniques of environmenta economics. In summary, the incentives for people to make rational choices need
to be improved. This is borne out in an example from Cambodia, where it was shown that local fisheries were
dameged by the dedtruction of mangroves to make room for shrimp farms. Furthermore, the shrimp farms
polluted the water, which further brought down catches for the traditiona fishermen. The economic andysis
showed that local communities in generd would benefit from conserving the mangroves (Bann, 1997).
Results from environmental economic analyss must be trandated into policy and implemented if they are to
have an impact on peoples actions. This could be done, for example, through imposing fees on the harmful
activities (clearing of mangroves, establishment of shrimp farms). This will not only discourage such
activities, but it may aso be avehicle to compensate those who suffer the consequences.

Encourage appropriate private sector involvement in pro-poor environmental
management

With increasing liberdization in many countries, the role of the private sector has expanded, and the private
sector is now an important player in terms of its ability to implement sustainable practices, as a source of
expatise and funding, and as a potentidly potent advocate for sound environmenta management
(particularly where private sector interests may coincide with those of the poor). The impacts on poverty-
environment issues are mixed, but are heavily dependent on the way the private sector is both managed and
regulated.

[Promote investment in “sustainable’ products and services that can expand the poor’s income opportunities
without adversdy impacting the environment — such as ecotourism, brazil nuts harvesting, aguarium fish
trading) and assist identification of new niche products (eg. wild meat framing, other wild products lots of
egsfrom Amazon).]

Governments need to maximize the efficiency gains from the private sector while safeguarding the interests
of the poor. For example, while privatization can improve the economic efficiency of environmenta services
such as waste management, sanitation and wadtewater tregtment, governments may need to provide
safeguards to ensure that access by the poor is protected and improved. At the same time, governments need
to increase their capecity for environmenta regulation of private sector operations and enforcement of
compliance. Particular attention should be given to ensuring that private sector operators integrate
environmenta condderations into their operations. This can include promotion of environmenta
management systems, environmental auditing and reporting and adherence to internationally-agreed codes of
conduct.

However, full privatization of environmental services may not be desirable or possble. A private company
may not find it profitable to invest in potable water or sewage services for the poor, and strong trade unions
may oppose private sector involvement if they fear heavy job losses. A promising approach to bringing in
private sector investment is the establishment of public-private partnerships. These are arrangements where a
government (national or loca) enters into an agreement with a private sector enterprise to deliver investment
and services within a jointly-agreed regulatory framework that safeguards the interests of the population to be
served. Public-private partnerships are an increesingly common gpproach to expanding and seeking to
improve environmental services such as poteble water supply, sewage services, efficient transport and
efficient energy production.

There has been an increase in private sector participation in the water services sector (water supply, irrigation
and hydropower) in recent years (see Box 12). Still, the share of private sector water services is only about
five percent worldwide (World Bank, 2002). The impact is the subject of a major controversy.® However,
experience to date indicates that public authorities will need to ensure that the service providers do not use
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their market power to exploit customers and that they interndize public hedth and environmenta
externdlities. Public authorities dlso must ensure that water consumption is at a sudtainable level, provide
mechanisms to ensure that water supplies are ficiently alocated between dternative uses, and serve as a
guarantor of a level of service provison that is consstent with a basic standard of living (Johnstone et dl.,
1999).

BOX 12: PUBLIC-PRIVATE PARTNERSHIPS FOR WATER SERVICES IN SOUTH AFRICA

In 1994, South Africa's first post-apartheid government produced a policy paper on Community Water
Supply and Sanitation, in 1997 passed the Water Services Act, and in 1998 passed the National
Water Act. South Africa's legislation provides an enabling framework for local action through the
decentralization of powers, rights and responsibilities to the local level, as well as guidelines and
regulations to help promote social equity and environmental sustainability. This flexibility at local level
has led to innovation and experimentation with public-private partnerships to develop water systems
for the poor. The government funds basic infrastructure services, while users must pay for higher
levels of service such as household connections and maintenance through a fee-based system for
water services. A substantial volume of work was also undertaken by water boards that are public
sector bulk suppliers of water acting as implementing agents for government. The Boards, in turn,
contracted private sector consultants and contractors who provided project management and
specialist services to projects. The construction was undertaken by private contractors using local
labor who were contracted to the water users. The water users are organized as for-profit
organizations.

A European Commission review in 1999 found that this approach had provided 5 million people with
water, completed 205 water projects and created 310,000 jobs (EU, 1999). The most recent figures
are 7 million people provided with clean water. While the scheme has not been without problems, it
has demonstrated the potential for developing water systems through innovative collaborations
between all spheres of government, the private sector, civil society organizations and the users
themselves.

Source: Personal communication from H. Muller, Acting Chief Director of Water Services, DWAF,
South Africa (2002).

Implement pro-poor environmental fiscal reform

Subsidies. Environmentaly-harmful subsidies are a key area for policy reform. These are subsidies hat are
both financially quite costly and lead to the overuse of naturd resources and other unintended side effects,
such as increased pollution. It is important to acknowledge that the largest such subsidies are handed out in
industrialized countries (see Section 2.4).

Environmentally-harmful subsidies also are common in developing countries, particularly in the agriculture
and infrastructure sectors. While many subsdies have been reduced or diminated as pat of Sructura
adjusment and other policy reform processes (see Box 13) —for example, the remova of pedticide subsidies
in Indonesia™ — the under-pricing of natural resources such as water for irrigation and various forms of fossil
energy continues in many countries. Cost-recovery for irrigation water is only 10-25 percent in some of the
major developing countries. Subsidies to gasoline and diesdl in developing countries are in the order of $13
billion, and subsidies to dectricity amount to more than $100 billion (World Bank, IMF and UNEP, 2002).

Subsidies to dectricity can dso be environmentally beneficid, as it encourages subgtitution from dirty fuels.
However, these subsdies are often regressive as the rich benefit much more than the poor — for example, the
poorest often are not served by subsidized eectricity, water and waste collection. Even where the poor do get
some benefit, subsidy reform can be sructured to significantly increase its ‘pro-poor’ effect and to be less
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environmentally damaging. For example, tariffs for water or eectricity can be differentisted to ensure the
poor a basic supply at a “lifeling’ rate, while raisng the margina cost for large-volume consumers. There are
other ways to directly target the poor to raise the standard of living in general, without subsidizing specific
commodities that the rich dso consume. The potentia impacts on the poor and the environment of dternative
gpproaches to subsidy reform should be reviewed through environmental and socid impact assessments and
be subject to public comment before they are adopted.

BOX 13: ENERGY SUBSIDY REFORM AND THE POOR IN CHINA

China has made major strides in reforming its energy subsidies, particularly those to the coal industry,
with significant benefits in terms of reduced pollution. Total economic subsidies for fossil fuels fell
from $25 bhillion in 1990/1 to $10 billion in 1995/6. However the remaining subsidies still benefit the
wealthier households, as most of the subsidized coal goes to urban areas. In rural areas, households
depend on biomass and coal for cooking bought on the free market. Even where subsidized coal is
distributed in rural areas, such as Western Xiushui, it primarily benefits higher income households.
Rural energy is also consumed by Town and Village Enterprises (TVESs), but where prices have risen,
as in Changsha County, this has encouraged non-energy intensive production with higher value-
added.

Source: World Bank (1997).

Rent taxes. The environment can be a maor source of revenue, and thereby contribute to finance poverty
reduction meesures. The potentiad for additiona rent capture is substantid in the forest sector of many
countries, and has been estimated to amount to US$9 billion per year.*> Not dl of this can reasonably be
captured, due to illegad logging and poor data availability. However, moving towards better rent capture for
forestry would dampen the repid depletion of tropical forests, and could be particularly important for small,
forest-rich countriesin terms of their fisca revenue (World Bank, IMF and UNEP, 2002).

Charging visitors fees for visiting protected areas is another under-utilized form of rent capture. Some US$1-
3 billion per year could probably be raised in developing countries if fees were raised to levels of actua
willingness to pay amorg vistors. Some of these areas dready charge, but many refrain from charging
vidtors, especidly foreign vistors, fees that approach their agppreciation for the environmental services
provided by protected areas (World Bank, IMF and UNEP, 2002).

Rent taxes are more common for countries with rich fisheries that are exploited by other countries fishing
fleets — such as Japan, Korea, Taiwan and Spain. While most countries in this position do charge for licenses
or have joint venture agreements, they are often not receiving the full amount. The sze of fishery rent tax
revenues from other countries fleets is significant for certain countries — in particular for small idands in the
Pecific and certain African countries. Between 1993 and 1999, Mauritania received 15% of total budget
revenue from Europeen Community fishing agreements, 13% for Seo Tome and 30% for Guinea Bissau
(IFREMER, 1999).

Pollution charges. It is dso important, where possible, to adjust market prices to include the non-marketed
environmental effects. Examples include ‘green taxes, effluent/emissions fees, deposit refund schemes,
tradable permits and so forth. The poverty relevance of these instruments lie primarily in their ability to
signa the full social cost of pollution and environmental damege, thereby providing an incentive to limit
damaging activities that generally tend to impact the poor most (World Bank, 2000b).* However, the impact
on the poor of market price adjusments must dso be consdered, paticularly if they are sgnificant and
sudden.

These ideas have been vigoroudy put into practice in many countries. For example, China earned US$600
million in 1999 from emisson charges Mogt of these funds went to finance pollution abatement measures
(World Bank, IMF and UNEP, 2002). In the longer run, high pollution charges should result in a shift to less-
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polluting industry practices, and hence falling revenues from emission charges. The main purpose, however,
is not to raise revenue, but to correct for externalities.

Usng merket-based instruments (MBIS) to ensure that environmental costs are incorporated in market prices
is indtitutionally demanding. A gradua and flexible approach is necessary. Environmenta levies are often
met with giff oppogtion from the polluters who must pay, but earmarking the revenue from environmenta
fees can improve public acceptance of such levies. A review of the experience of deven Lain American
countries usng MBIs emphasize that revenues must be channded to loca authorities so that they can build
the indtitutiond capacity required for effective implementation (Huber et ., 1998).

Price reform is important in correcting market signals, but there will aways remain some environmental
issues that require direct regulation of activities, including outright prohibition, in order to protect the
environment and the poor. Examples include the banning of particularly harmful pedticides, and the
regulation of alowable applications of others. These measures create an incentive for private producers to
find new and more environmentally friendly products that can achieve the same objectives.
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2.4 Reforming international and industrialized country policies

Key areas for policy action:
B Reform international and industrialized country trade policies
B Make foreign direct investment more pro-poor and pro-environment

B Enhance the contribution of multilateral environmental agreements to poverty
reduction

Encourage sustainable consumption and production

Enhance the effectiveness of development cooperation and debt relief

Reducing poverty through improved environmental management cannot be achieved on a sudtainable basis
through domestic action adone. Developing countries are economicaly and socidly linked to the rest of the
world through trade, investment flows, debt, development cooperation and humanitarian aid. These capitd
flows can each have varying impacts on the economic, socia, and environmental sustainability of partner
countries.  There is a growing recognition of the need for more coherent global economic policy frameworks,
including the international policies of developed countries, in order to better reflect the concerns of
developing countries, sustain the environment and reduce poverty. This implies support for the poverty
reduction and sustainable development strategies of developing countries, in particular for domestic policies
that enhance sudtainable development and create an economic environment conducive to environmentally
sugtainable trade, investment and economic growth; and it requires internationa economic frameworks that
provide sustainable growth opportunities for developing countries, including market access for developing
country exports.

Reform international and industrialized country trade policies

Internationd trade can make a decisve contribution to sustainable development by promoting the equitable
integration of developing countries and the poor into the globa economy, which can sgnificantly boost
economic  growth.** However, trade and investment liberalization will provide maximum benefit when
carried out within a sound supporting domestic policy and regulatory framework — including pro-poor
economic policies — and pursued in tandem with sound environmental management.

In some sectors such as agriculture, many developing countries are ill unable to redlize their comparative
advantage because agriculturdl trade policies in industrialized countries have the effect of depressng world
prices for farm products. Protection in rich countries cost developing countries more than $100 billion per
year (World Bank, 2002a8). The OECD countries subsidize their agriculture with dmost US$i1billion per
day,*> much of it encouraging use of agro-chemicals and planting of lands that otherwise would have been
left falow. These subsdies aso have the effect of creating barriers to export of agricultural commodities
from the poorer countries, making poverty reduction more difficult. Subsidies for marine fisheries have been
estimated to total about US$25 hillion per year, or about one third of the vaue of the catch. This contributes
significantly to the global pressure on this natura resource (Myers and Kent, 2001).

The overdl impact of agricultural trade liberalization by developed countries on the environment and natural

resources of developing countries is not clear, as the issues are complex and the possible effects are mixed.

For example, more profitable agriculture could lead to the intensification (including wider use of pesticides)
and expanson of cropland, including into forest areas. At the same time, increased agricultural exports may
gimulate environmentally beneficid practices, such as greater fertilizer use that results in better ground cover
and less soil erosion. More conclusive impacts arise from international fisheries agreements (for example, by
many EC and African dates) tha often have had adverse development and environmental (resource
depletion) impacts on locd fisheries communities who depend on fish supply for their food security (MRAG,
2000). These agreements need to be reviewed and reformed.

39



Furthermore, the trade-related standards of most developed countries can affect developing countries and
smaller-scale producers. For ingtance, legitimate legidation on sanitary and phyto-sanitary (SPS) measures
can cregte chalenges for developing countries that often lack the scientific expertise and technical capacity to
comply with regulations set by importing developed countries. In effect, SPS measures can credte (at least in
the short-run) non-tariff barriers that potentialy limit the ability of developing countries to access foreign
markets for their agricultural and fisheries exports. However, by increasing the assurance that exports are
produced in sustainable ways and that SPS standards are met, such messures can aso add value and
marketability to products. *°

This is the case of organic shade-grown coffees that continue to earn fairly high prices despite generdly
depressed global market prices for lower-grade coffee. The application of certification standards for forest
management practices is ancther promising area. An example of successful adoption of certified sustainable
forest management (SFM) and market access is provided by Portico SA. of Costa Rica The company
manufactures highrend mahogany doors that command a premium price. Thanks to its certified SFM can be
exported worldwide without controversy at a time when tropica deforestation is an increasing concern.
(Diener, 1998). These environmentd dStandards need to be combined with capacity development in
developing countries, in particular among smal and mediumsized producers, to dlow them to effectively
meet the requirements and to turn them into amarket advantage rether than an obstacle (see Box 14).

BOX 14: SUCCESSFUL ADJUSTMENT TO ENVIRONMENTAL HEALTH STANDARDS

In 1989, Germany, the leading export market for Indian leather products, banned the import of
consumer goods containing PCP and a large number of dyes, citing concerns over health impacts on
consumers. These chemicals were routinely used in leather tanning in India. It came as a shock to
this important export industry, which ranked fourth in revenue at the time.

The export ban prompted a quick regulatory action by the Indian government to prohibit manufacturing
of the banned chemicals, the application of standardized methods for testing, so as to ensure
compliance, and rapid development of low-cost substitutes. Surprisingly, this example shows that
even highly dispersed, traditional small-firm clusters can successfully meet strict environmental
standards in a relatively short time and stay competitive.

Source: Pillai (2000).

Make foreign direct investment more pro-poor and pro-environment

Foreign direct investment (FDI) and foreign portfolio flows now dwarf officia development assistance, with
over US$160 hillion by the end of the last decade (IMF, World Bank, UNEP, 2002)*. Even though these
flows are focused on a handful of countries, foreign investment is il a key part of resource inflows in the
remaining developing countries. Indeed, in order to promote poverty reduction, many countries are seeking to
encourage foreign investment. This invesment is particularly important to the poverty-environment agenda
in those countries where foreign invesment is concentrated in resource extraction, infrastructure and
meanufacturing sectors.

The overdl environmental impact of multinationa enterprises in developing countries is mixed — while there
is not evidence of a “race to the bottom” in terms of environmental sendards (World Bank, 2002)®, there is
mixed evidence that foreign firms are cleaner than domestic ones once firm size is included (Zarsky, 1999).
However, multinationa firms operating in developing countries are incressingly trying to improve
environmental performance supported by a number of important initiatives. In 2000, OECD members agreed
upon a revised voluntary Code of Conduct for Multinational Enterprises, which has a dSgnificant
environmental component (OECD, 2000). The UN has been promoting a Global Compact with the private
sector that has nine principles, including on the environment. The Globa Reporting Initiative, with the
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support of UNEP, is a multi-stakeholder international undertaking that is drawing up an internationa
standard for reporting on the economic, socid and environmenta dimensions of a firm's activities, products
and services (GRI, 2000).

Foreign direct investment is particularly linked to poverty-environment issues through the oil, gas and mining
sectors. Many of the world's poorest countries — Papua New Guinea, Chad, Mozambique, Nigeria — are the
Ste of major investments, with the mineras often located in isolated regions. However, the contribution of an
oil, gas or mining corporaion to a country's wedth through tax and roydty revenues is frequently not
metched by the influence tha company hes over revenue management. Companies with long-term
investments have an incentive to improve relations with local residents. In some cases, this has led to
investments in local schods, clinics and infrastructure. Generaly, the companies would prefer to see this as
the role of nationa and loca governments. The problem arises where governments do not make these
investments, and the private companies are reluctant to apply pressure on the host government for fear thet
they will lose out — for example, by not being awarded future contracts.

Targeted partnerships between investors, the host country national and regiond government, development
agencies and the local people affected can begin to address these problems. An example is the Lihir gold
mine in Papua New Guinea, where participation by loca resdents as shareholders was financed by an
investment bank. Furthermore, a closer dignment of socia investment practices among oil companies,
municipa governments and development agencies can provide the political incentive to redirect revenues
back to the regions where minerds are extracted.  Greater complementarity between community
development activities of corporations and the regiond development plans of municipa authorities can
improve the responsveness of government to community needs and increase the perceived legitimacy of
public office (Warner, 2000).

[See IIED sudy...MNC's can dso hep finance the public good — seeing this happen very much in mining
sector, where many mining companies will fund biologicd surveys as part of EIA thus helping strengthen
taxonomic understanding and expertise. Whilst not directly relevant to poor frees up resources for more pro-
poor activities from others sources, such as GEF of multilaterals or governments]

BOX 15: MINING COMPANIES AND THE ENVIRONMENT IN LATIN AMERICA

Detailed studies of the mining sector of Chile, Peru, Brazil and Bolivia during a period of privatization
found that environmental damage was not evenly distributed within the minerals sector of each
country. Rather, it seemed to vary according to factors such as type of mineral; vintage of technology;
stage of investment; stage of operation; level of integration; effectiveness of environmental regulation
and its enforcement; and socioeconomic context (including poverty in local communities and work-
force education and training). Most of all, environmental performance varied according to the firm's
inherent technological dynamism — which did explain foreign firms generally better performance than
state-owned national firms.

In the Chilean industry, several international mining firms adopted environmental practices in advance
of legislated norms and institutional recommendations. While the state-owned companies face
massive challenges in dealing with their sins of the past in terms of accumulated environmental
problems, combined with other factors such as the state companies' history, culture, and resource
constraints.

However, in Brazil - while foreign firms did sometimes have environmentally proficient practices due to
their greater technological capacity and financial resources — others have lagged in the
implementation of practices already adopted in the companies' more stringently regulated home
countries.

Source: Warhurst (1998).
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Enhance the contribution of multilateral environmental agreements to poverty
reduction

Globalization and globd environmental change have focused internationa ettention on the role of globa
public goods such as hiodiversty, the atmosphere, international waters and globa agriculturd and hedth
research in achieving sustainable development

Two of the mgor environmenta globa public goods — a stable climate and maintenance of biodiversity —
have many benefits for the poor. The main higtoric responsibility for climate change lies with the developed
world. Strong efforts must be made to reduce the globa emissions of greenhouse gases.

Despite uncertainties about where changes in climate will occur, by when, and by how much, there is little
debate on some basic issues of significance in a poverty-environment context. First, because of the rapid
build-up of greenhouse gases (GHGs), the earth's overall temperature will warm significantly, precipitation
patterns will change and sea levels will rise, leading to food insecurity, lack of access to potable water and
loss of livelihoods. Second, the adverse impacts of projected changes in climate conditions will pose magor
development chalenges for most developing countries in the tropica and sub-tropica zones. It is therefore of
major importance to enhance the capacity of developing countries to adapt to future climate change.*®

The developing world includes countries whose emissions of greenhouse gases and related pollutants are
unsustainable, and locking themsdlves into high-emitting technologies is less and less likely to be the least
cost option for development. So there is a need toensure that whenever technicdly feasible and cost-
efficient, development assistance is used to implement solutions that advance severa development gods at
once — such as public hedth, biodiversity conservation, and climate change mitigation and adaptation — al of
which should contribute to poverty eradication

The causes of biodiversjtg/ loss are more complex than climate change. As the whole world benefits from
maintaining biodiversity,” and developing countries lack resources, it is incumbent on the developed world
to bear a fair proportion of the costs of global biodiversity conservation, both through direct assistance and
through more careful assessment of the impact of their trade, investment and other interactions with the
developing world. A major instrument for direct assstance is the Globa Environment Fecility (GEF).
Negotigtions are currently ongoing for the GEF's next financing period, with a significant increase required
to help protect the world's climate and biodiversity and other globa environmental goods that benefit al, but
often the poor most of al.

Over the past 50 years, internationd environmenta policies have been agreed in the context of numerous
multilateral environmental agreements (MEAS). Each agreement has customarily been designed to address a
pressing environmenta issue. As a result, some agreements support and strengthen the aims of others, while
others have objectives that overlap and contradict one another. There is a need for better coordnation and
harmonization between MEAs during negotigtion and implementetion stages, and for eimination of
contradictions and overlaps. Increased synergy among MEAS is required for more efficiency and ensure that
MEAs contribute to furthering their own objectives while ensuring that the environmental considerations of
such agreements are integrated in the broader dimensions of sustainable development and do not contradict
other legd regimes.

Developing countries should be enabled to take on increased respongbilities under globa agreements to
which they are party, and to ensure that theee agreements adequately reflect their concerns.  Effective
participation in international negotiations, however, requires capacity and resources that are often lacking in
the poorest countries. It aso requires political will for the interests of the poor to be made centra to both the
negotiation and implementation of these MEAs. Developed countries should assist developing countries in
implementing the objectives of the MEAS to which they are each parties, and take care to ensure that they do
not unilateraly, or through multilateral operations, support actions of developing countries that are not in
compliance with MEAs to which they are party.

Encourage sustainable consumption and production
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Developed country consumers and producers through their trede, investment, pollution emissons and other
activities affect the environmental conditions of developing countries. While this chapter focuses primarily
on specific steps relevant to trade, investment and globa public goods, there is a broader underlying issue —
thelevel of production and consumption in the industriaized world.

Making rich country consumption and production more sudainable will require a complex mix of
inditutional changes — addressing market and government failures as well as broad public attitudes. As in
developing countries, it will aso require working with many different stakeholders in government, civil
society and the private sector. Again as in developing countries, it is not just a technica process — but a
politica one — with certain groups that will welcome change, while others will resst it. One interesting
example of the new dliances tha are being forged both between stakeholders in developed countries and
their partners in developing countries is the recent Memorandum of Understanding between Indonesia and
the UK on Indonesiaforestry exports (See Box 16).

BOX 16: CURBING DEVELOPED COUNTRY IMPORTS OF ILLEGAL TIMBER FROM INDONESIA

Indonesia is a major exporter of timber to Europe. Much of this timber is illegally and/or unsustainably
harvested. In 2001, a conference in Asia on illegal logging examined how both developing country
producers and developed country consumers could work together to promote sustainable logging. In
2002, this led to a Memorandum of Understanding between the Indonesian Minister of Forestry and
UK Ministers for the Environment and International Development to cooperate on forest law
enforcement and combat illegal logging and trade. This agreement will help set up legal compliance
for Indonesian forest exports, which will eventually allow all UK imports to be only from legal sources.
This would require amending UK customs law, which may also require EU legislation. In the
meantime, the UK Timber Trade Federation has already drawn up a voluntary code of practice to work
with Indonesian suppliers towards the elimination of illegal logging. G-8 partners, including the US,
Germany and Japan are interested, and the EC is convening a meeting to debate extending the
arrangement to the whole of the European Union. An African conference on illegal logging is now
being planned between African producers and the US, France, UK and the EC.

Source: Internal DFID documents.

The rich countries of the world recently acknowledged their responsibility to reduce environmenta pressure
in the OECD report Sustainable Development, Critical Issues (OECD, 2001): “OECD countries have a key
role to play in addressing the pressures on the environment from human activities. With 18% of the world's
population, they account for over haf of today’s total energy consumption, over 60% of cereds
consumption, 31% of consumption of food fish, 44% of consumption of forest products and a large fraction
of the cumulative damage imposed on the environment globaly.” The OECD report goes on to identify
detailed gteps in the energy, trangport, agriculture and manufacturing sectors to reduce environmental damage
— which will benefit both OECD countries, but aso developing countries. For each of these key sectors, the
OECD report provides a detailed list of inditutiond, regulatory and economic policy reforms to reduce
environmental damage in its 30 member states. The OECD aso carries out regular ‘peer reviews of its
member states to assess environmenta performance. These are Mini sterial-level reviews and the final reports
are public documents which provide constructive suggestions for improvement.

The EC ds0 has been explicit in its drategy for the 15 members of the European Union: “Indudridized
countries have important respongbilities in promoting sustainability initiatives — first and foremost by putting
their own house in order, and by supporting a move to sustainable production and consumption patterns; in
addition by ensuring more condstent market opening, increased public and private financing of development
cooperation, as well as better functioning and greater stability in the internationa financia system” (EC,
2002).



Enhance the effectiveness of development cooperation and debt relief

To achieve the Millennium Development God of halving absolute poverty by 2015 will require an
gpproximate doubling of officid development assistance (Devargan et d., 2002; Zedillo Report, 2001). This
would ill only bring the total level of aid to less than hdf a percent of GNP in OECD countries, still far
below the internationally acclaimed goa of reaching 0.7 percent of GNP. To eradicate poverty will demand a
much more ambitious effort, and the financia flows must be received with efficiency and accountability to
be effective. International aid worksin agood policy environment.™

Many developing countries are burdened by unsugtainable levels of debt. This hampers economic growth and
undermines the ability of some countries to provide hedth, education and other basic services for their
population. When unsudtainable debt leads to budgetary cuts, environmental administration and services
often are a target, leading to a dackening of environmental management. The Heavily Indebted Poor Country
(HIPC) Initiative aims to tackle the problem of unsugtainable debt, and to ensure that the benefits from debt
relief are used to reduce poverty and to avoid entering into a renewed spird of indebtedness®® Debt-for-
nature swaps are another potentiadl means for addressing poverty reduction and environmenta management
objectives.

Aid and debt relief can be provided to hdp governments make many of the policy changes recommended in
this paper. As in developing countries, development cooperation agencies are seeking to improve ther
governarce structures and operationa effectiveness by:

B Adopting a more explicit commitment to poverty reduction as the over-riding objective of development
cooperation;

B Strengthening developing country ownership of the development process through support of naionally-
owned processes and improved aid coordination;

B Ensuring greeter transparency, and greater engagement with civil society, at both policy and operationa
levels,

B Making development cooperation more results-based and accountable by focusng more srongly on
development outcomes, in particular by strengthening capecity to help countries achieve the Millennium
Development Godls,

B Decentrdizing operations and empowering country-level staff to be more flexible and responsive to
country needs.

To help move the poverty-environment agenda forward, development agencies must learn from past mistakes
and incorporate these lessons into the new context for development cooperation.>® The shift in development
cooperdtion to focus more explicitly on poverty reduction and greater country ownership provides new
opportunities for improving environmenta management. While our agencies have committed themsdlves to
better environmental management as a tool for poverty reduction, this now has to be operationdized
throughout our respective organizations — both in headquarters and in country offices> We dso need to
place less emphasis on our own inhouse procedures for evaluating environmental risks — athough these will
remain important — and much more emphasis on helping to develop the capacity of our partners to build up
their own nationad processes to take up opportunities to reduce poverty through better environmental

management.

Putting these commitments into practice requires mgor changes in the way we do business — but we cannot
afford to fail. To take this message forward will require improved staff training and staff skills. New tools
and procedures need to be implemented. The shift in aid towards more upstream work with financid support
provided for whole sectors and budgets provides new chdlenges. The traditional environmenta impact
assessment gpproach needs to be moved up to sectors and policies, but dso made more focused on
environmenta issues that affect the poor — and integrated with poverty assessments. There is a need to
provide incentives to programme managers to maingtream poverty-environment issues. Senior management
needs to provide strong leadership — not just in policy statements, but aso in the way resources and dteff are
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dlocated. Findly, there is a need for effective and transparent monitoring of progress againgt dated
objectives and targets.



Conclusion

This paper st out to articulate ways to reduce poverty in a sustainable manner through better environmenta
management.  We have mapped out the key relationships between environment and poverty. Specificaly,
we have pointed to the enormous burden of disease that impacts the poorest through polluted water and air.
We have a0 illustrated how directly and heavily dependent the poor are on natura resources and ecosystem
sarvices, and how their degradation can undermine their livelihoods. Related to this point is the vulnerability
to environmental disasters that the poor are exposed to, and their limited ability to cope with such shocks.
We know this not only because of empiricd evidence, but most compdlingly through what the poor say
themselves.

While many links between environment and poverty are reasonably clear, we have aso held up relaionships
that are controversal. Environment and growth, environment and population, natural resource degradation
and the poor, are dl themes that have been subject to much generdization and over-smplification. Effective
solutions must be guided by a nuanced understanding of the specifics of these relationships, often determined
by localized ingtitutions and policies.

While we share a sense of urgency in combating environmental degradation, we have not dwelled a length
on descriptions of problems that are generaly, dbeit not universally, agreed. Instead, we have emphasized
links between poverty and environment, and above dl, what lessons we can learn for the future. Hence, this
paper is one that looks ahead with some degree of hope and optimism for the future there are sometimes
winwin opportunities, and there are rational ways of dealing with tradeoffs. Environmental degradation is
not inevitable, nor is it an unavoidable sacrifice on the dtar of economic growth. On the contrary, better
environmental management is key to poverty reduction.

In that spirit, this paper has discussed a large set of messures, both at the national and international leve,
which can be taken to reduce poverty and enhance environmenta qudity. This has taken us outside the
reelm of narrowly conceived “environmenta management”, as the links between poverty and environment
ae complex and crossctutting.  We have not atempted to be comprehensve and provide detailed
recommendations. The detalls are best left to inclusive nationa processes for shaping poverty reduction and
sustainable development dtrategies. Rather, we have tried to be sdlective and strategic; focusing on the key
items around which we hope to stimulate debate and action.

The WSSD is an opportunity for us dl to focus on what is most important and to forge agreements that can
lead the way forward. There can be no more important goa than to reduce and ultimately exterminae

poverty on our planet.



Endnotes

! Quotes are from Participatory Poverty Assessments in each country, which attempt to find out the views of
the poor on poverty issues. See Brocklesby and Hinshelwood (2001); Narayan et d. (2000).

2 The study measured the nature and extent of ‘environmenta income — livestock fodder, fudwood, natural
fertilizers, wild fruits, vegetables and insects, gold from panning, wood for carpentry, grasses for baskets, and
so forth, dl of which added up to about 100 items in total. Cavendish collected his data during two separate
agricultural years and in four villages in Zimbabwe. The numbers of households interviewed was close to
200in 29 villages.

3 Definitions of ‘environmenta hedth’ differ. The data presented here is based on an andysis of the
following hedth risks that make the largest contributions to the burden of disease: poor water quantity and
quality, inadequate sanitation and waste disposal, indoor air pollution, urban air pollution, maaria, and agro-
industrial chemicals and waste (including occupational hazards). Some reviewers of the Consultation Draft
have argued that HIV/AIDS should aso be conddered in this context. There is no dispute about the
importance of HIV/AIDS, as HIV/AIDS is the number one cause of death in Sub-Saharan Africa, and it rates
as the fourth largest killer worldwide. An estimated 40 million people live with this disease, and about half
that number dready have died (WDI, 2002). However, in the classfication used in our main source
(Lvovsky, 2001), this disease fals outside of the defirition of *environmenta hazards .

4 In a sudy of 1000 randomly sdlected households in Accra, Ghana, Songsore and McGranahan (1993)
analyze the links between loca environment, wedth and hedth. Wedlth is measured in terms of possession
of certain consumer durables and frequency of meet, poultry or fish consumption. The poorest and the least
poorest quintiles are singled out for comparison. The poorest households show higher incidence of diarrhea,
egpecidly among children: 22% of the children in the poorest quintile, but only 9% in the least poor were
subject to diarrhea in the two weeks prior to the interview. The poorest enjoy significantly less environmental
services (safe water, sewerage). They lack knowledge or means to efficiently prevent diseases, ae exposed to
more hedth hazards, and are subject to more crowding, i.e. more people share pots, toilets, living quarters,
EtC.

® For example, severd interventions to diminish water-borne disease, limit indoor air pollution, and improve
sanitation cost about $20-$120 per saved disability-adjusted-life-year (Bojo et al., 2001). The cost of saving a
“satigtical life’ per year in Beijing through better sulfur dioxide abatement has been shown to be in the order
of $300/year (World Bank, 2000b). Lvovsky (2001) contains data on the cost-effectiveness of a large number
of measures to combat air pollution. Natural resources degradation can reach a stage where rehabilitation is
economicaly infeasble, such as for highly degraded cropland that has lost a viable rooting depth for crops.
The most extreme case of irreversibility isthe loss of species.

® Another example is that traditional coping mechanisms used by pastordists are gradually being foreclosed
by the establishment of sedentary agriculture in their traditional grazing lands.

" The indicators for the index of environmental quality are (i) decline in average emissions of carbon dioxide
per capita, comparing the decade of the 1980s with the 1990s; (ii) decreases in the average emission of
organic water pollutants (kg/day/worker) between the decade of the 1980s and the 1990s; and (iii) the annua
average rate of deforestation measured over 1980-2000. Each country is ranked according to each criterion.
Each country’s point over dl the components are averaged and the averages are used to re-rank the countries.
This rank is the index messured on the y-axis in the figure. The higher the figure, the better the change in
environmenta ranking of indices over thistime period. See World Bank (2000c) for further details.

8 See Chapter 2in World Bank (2002d) for additional examples and discussion.

® The winwin approach is developed under the UNDP/EC Poverty and Environment Initiative (UNDP,
199%a and 1999b), and in the World Bank’s Development Report on Development and Environment (World
Bank, 1992).

10 Ekbom and Bojo (1999) review the literature in relation to nine hypotheses relating to links between
poverty and environment. They show that oftenrconflicting empirica results should temper the tendency to
over-smplify about these relationships. Neverthdess, they conclude that the poor tend to be mgor victims of
environmental degradation, which opens up opportunities for wirtwin interventions. See aso the Poverty and
Environment Initiative (UNDP, 1999aand 1999D).

" For some examples, see the Poverty and Environment Initiative (UNDP, 1999a and 1999b); dso Farmer
Innovation in Africa edited by Relj and Waters-Bayer (2001).



12 PRSPs were endorsed in September 1999 by the World Bank and the IMF as a new framework for poverty
reduction. PRSPs are designed to be (i) country-driven, with broad participation of civil society; (ii) based on
an understanding of the links between public actions and poverty outcomes, and (iii) oriented to achieve
outcome-related goals for poverty reduction. This is usudly a two-stage process with an ‘Interim’ PRSP
followed by the more consultative and participatory full PRSP. For the latest versons of Interim and full
PRSPs, see the World Bank or IMF website: www.worldbank.org and www.imf.org respectively. The
Poverty Reduction Sourcebook (World Bank, 2001c) provides further detail on the design of PRSP. It dso
contains a chapter on Environment (Bojo et d, 2001). It can be accessed on www.worldbank.org.

13 Of the 40 PRSPs reviewed, only eight were “full” PRSPs, while the rest are called “interim.” The latter
implies that they were written more as roadmaps on the way to a more comprehensve PRSP.  As more and
more PRSPs become full PRSPs, the integration of environment is expected to improve.

14 The UN guidance defines a strategy for sustainable development as “...a coordinated, participatory and
iterative process of thoughts and actions to achieve economic, environmental and socia objectives in a
balanced and integrated manner...The particular label applied to a nationa sustainable development strategy
is not important as long as the underlying principles...are adhered to” (UNDESA, 2001). For example,
established frameworks such as a Nationa Vison, Nationad Agenda 21 or a nationaly-owned poverty
reduction strategy can all provide agood basisfor strategic action toward sustainable devel opment.

1> One of the Internationd Development Gods adopted by the UN Generad Assenbly is to implement
nationa sustainable development drategies by 2005. OECD has defined such a srategy as “A coordinated
set of participatory and continuoudly improving processes of analysis, debate, capacity strengthening,
planning and investment, which integrates the economic, social and environmental objectives of society,
seeking trade offswhere thisis not possible” (OECD, 2001, p. 9).

® Financid transfers from GEF can contribute significantly to address four critica thrests to the global
environment: loss of biodiversity, climate change, degradation of international waters, and depletion of the
ozone layer. But what about financia sustainability? The cregtion of Trust Funds in perpetuity has been one
answer. These provide a means for ensuring long-term sustainability, but dso tieup subgtantia amounts of
capitd for the long-term. Other options include short-term financing of an investment phase to dlow, eg., a
protected area to begin to generate its own financia revenues that can ensure sustainability. See GEF (1998)
for an evauation of experience with Conservation Trust Funds.

" Poverty-environment indicators can take a variety of forms. Some indicators are more generic in nature,
such as desths from acute respiratory infection as a messure of environmental hedth. Others are more Ste-
specific, such as livelihood dependence on different kinds of natural resources. Interpretetion is dways Site-
specific. For example, in some cases reduced dependence on natura resources will mean a reduction in
poverty as the poor move to off-farm employment. Alternatively, this could indicate increased poverty as a
result of a decline in the poor’s access to resources. Even for more generic indicators such as environmental
hedth, interpretation often will be context-specific — for example, acute respiratory infections may be lower
in parts of Africa than India as more cooking is done outdoors. For some indicators, such as losses from
environment-related disasters, more quantitative data will be possble. For other messures, such as the
percentage of poor fishers with access to adeguate catches, more qualitative data may be required. Indicators
can be find (focusing on impacts and outcomes) or intermediate (outputs or inputs). Fina indicators are the
mog important, but often it is hard to isolate the effect of the intermediate input on the find outcome. As
with al indicators, poverty-environment indicators must be specific, messurable, atainable (and by
implication cost-€effective), rlevant and time-bound.

18 For example, see Shyamsundar (2002); Nunnan et a (2001); Henninger and Hammond (2000).

19 For adiscussion of spatialy disaggregated datain an urban context, see Hardoy et a (2001).

2 We have focused here on nationa level M&E, buit it is recognized that lower levels of monitoring may be
quite vauable in informing local decision-makers and the pubic &t large.

2L The importance of this issue is underlined in the context of the MDGS. MDG 5 contains Target 11: “By
2020 to have achieved a significant inprovement in the lives of at least 100 million dum dwellers’ and an
Indicator 31: “Proportion of people with access to secure tenure.”

2 Jodha (1986) has documented this process in the case of privatization of common property resources in
India

2 For a discussion about tenure options and significance in an urban context, see Payne (2002).

24 See |IED (1994) for several examples.

% For example, in Mexico the government passed a new water law in 1992 that formalized property rights to
water and established the principle of participation. In less than a decade more than 90 percent of the 3
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million hectares in irrigation districts have been turned over to user associations, representing haf a million
farmers. Cogt recovery has risen from 30 percent to 80 percent. Some associations are involved in
groundwater management, and the example of Hermosillo shows that locd empowerment can bring pumping
and recharge into balance. Participation and establishment of trade in water markets have made this possble.
See World Water Council (2000).

% See examples from Indonesiain Read and Cortesi (2001).

2" Globa sdes of certified coffees (Organic, Fair Trade and Shade brands) are estimated a about US$0.5
billion annually and are growing rapidly (Giovannuci, 2001).

% |n their analysis for China and India, Boudri et a (2002) show that the substantia switches to renewable
energy sources are not only directly cost-effective, but can dso reduce the cost of SO2-emission control
consderably.

2 Venkaa (1997) contains a nurrber of articles documenting in considerable detail both the promise of
reneweble energy technology, and the many difficulties of a technical, financid and socid nature that these
face in developing countries.

30 Many VIP latrines gand unused due to lack of awareness of their benefits, or because of poor placement
or congtruction. Similarly, provision of low-cost soap will not help if people do not use them to wash their
hands. Such smple socid and technologica changes should not be bdittled: some 2-3 million children die
every year of diarrhed diseases. Handwashing could perhaps cut that number in haf. See Public-Private
Partnership in Handwashing A codition of between the World Bank, governments, donors, the private
sector, and NGOs. (http:/imww.worldbank.org/watsan/topi cshandwashing.html ).

31 WHO advocates four approaches to combat malaria: (i) prompt access to trestment, especialy for young
children; (ii) prevention and control among pregnant womert (iii) vector control; and (iv) prediction and
containment of epidemics.

%2 For more details on the approach to disaster management, see ISDR (2002) and Gilbert and Kreimer
(1999).

33 For amultitude of examples, see the website maintained by MIT on collaboration with the World Bank and

the Global Cities Alliance: Upgrading Urban Communities: A Resource for the Practitioners

(www.mit.eduw/af s/athenalorg/u/urbanupgrading/index.html .

34 See, for example, Reed (1992); Munasinghe et al. (1994); Munasinghe and Cruz (1995); and Reed (1996).

% |annariello et @ (20001) contains a basic framework for understanding the environmental consequences of
macroeconomic reforms, and proposes a process for carrying out environmental impact assessment for such
reforms.

% The discussion in this section is kept at the domestic level. International considerations are dedlt with in
Section 2.4.

3" For example, there is a difference between sustainably harvesting the nation’s forests up to their rate of
growth (“living off the interest”), versus depleting the forest stock (“depleting the capital”). Similarly, the
depletion of a minerd resource represents the liquation of a nonrenewable asset, which, in traditiona
income accounting, is registered only as an income, but not as a depreciation of savings. More precisgly, the
depreciation of savings is represented by the resource rent, i.e. the difference between the world market price
of the commodity in question and the extraction/harvesting cost (see World Bank, 1997 for details). This
gives socid planners and civil society less than a complete picture of the development of their economy. The
United Nations Stetigticd Division, the World Bank and the U.S. Nationd Academy of Sciences have dl
developed and recommended forms of more accurae nationa economic accounting systems to include the
environment (Nordhaus and Kokklenberg, 2001).

% The graph is derived from World Bank staff calculations based on World Bank (20020).

% Increasingly, willingness to pay measures are derived in developing countries to assess the value of eg.
enhanced water supply, sanitation services, and waste collection (Bojo et a, 2001) When benefits are
difficult to assess, cost-effectiveness andyss to achieve certain environmental goas can be very useful. See
Lvovsky (2001) for examples.

0 See Nickson and Franceys (2001); ADB (2000); Loftus and McDonald (2001) and World Bank (2002) for
contrasting perspectives and examples of more and less successful interventions.

“L World Bank (1997) Five Years After Rio details how subsidies of amost $180 million in 1995 dollars
were phased out in the late 1980s. Milled rice production has continued to rise.

“2 The concept of “rent” is used here to denote the difference between the market value and the full cost of
resource extraction. The latter includes the norma market-based cost of capital. The excess is known as rent
or profit.
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43 World Bank (2000c) Greening Industry: New Roles for Communities, Markets, and Governments, provides
mary examples of how economic instruments have been used successfully in developing countries. It adso
discusses how some countries, in particular Indonesia and the Philippines, have used public disclosure
effectively, and how Mexico has successfully offered training to small and medium enterprises in pollution
abatement.

“4 The World Bank study on Globalization, Growth, and Poverty (2002) details how more than 20 developing
countries with some 3 billion people have doubled their ratio of trade to incomes of the past 20 years. They
have aso increased their growth rate to an average of 5 percent in the 1990s, which substantialy exceeds the
average for rich countries. However, some 2 hillion people live in developing countries that have not
successfully integrated themsdlves in the growing world economy, and their aggregate growth rate was
negetive in the 1990s. The relationship between aggregate growth and inequdity is varied across countries.
In Latin America, global integration has widened wage inequalities, but in severd populous countries, such
as China, India, and Vietnam, the data show that growth has been closely related to poverty reduction.

4 Statistics from the officia OECD website (vww.OECD.ord) on Tota Support Estimate (TSE), which is an
indicator of al gross transfers from taxpayers and consumers in support of agriculture (OECD, 2001), show a
preliminary figure for 2000 of about US$327 billion, down from US$356 billion in 1999.

® An important example of adjustment to environmentd standards comes from forestry. The Forest
Stewardship Council (FSC) is an international nontprofit organization founded in 1993 to support
environmentaly appropriate, socidly beneficial, and economically viable management of the world's forests.
Members come from environmental and socid groups, the timber trade and forestry profession, indigenous
people's organizations, community forestry groups and forest product certification organizations from around
the world. Forest Certification is the process by which the performance of onthe-ground forestry operations
are asesed againgt a predetermined set of standards. The Forest Stewardship Council's Principles and
Criteria for Forest Management serve as the globa foundation for the development of region-specific forest-
management standards. Independent certification bodies, accredited by the FSC in the application of these
gandards, conduct impartia, detailed assessments of forest operations a the request of landowners. If the
forest operations are found to be in conformance with FSC standards, a certificate is issued, enabling the
landowner to bring product to market as “certified wood", and to use FSC trademark logo. The totd area
certified to date is close to 28 million hectares a 390 sites in 54 countries. However, about two-thirds of
those dites are in Europe. See the FSC webste for additiona information (www.fscoax.org/principa.htm).
Extending this type of initietive to developing countrieswill be important to secure accessfor their products.

47 About 75 percent of FDI accrues to only 10 middieincome countries, and the investments are heavily
concentrated in a few sectors. automotive, chemicals, eectronic, energy, petroleum and petrochemicals, and
pharmaceuticals. A fraction goes to the poorest countries, with the 48 poorest only accounting for US$3
billion, and Africareceiving about one percent of capital flows (IMF, World Bank, UNEP, 2002).

8 Some developing countries have built up a more pollutionintensive industry, largely in response to
domegtic demand. While developing countries do struggle with pollution, foreign-owned plants tend to be
less polluting than domegtically owned in the same industry. Furthermore, empirical studies have not found a
pattern of developing countries lowering environmental standards to attract investment. This is not to write
off the problems. environmenta regulation is too weak to protect the poor from industrial pollution, but the
causeisnot FDI or globdization, but lack of domestic capacity.

9 This is the focus of a forthcoming Joint Agency Paper on “Climate Change and Poverty: Supporting Poor
Countries and Poor People to Cope with Climate Change,” expected to be released in October 2002.

0 Our concern here is primarily with the decline in populations of both flora and fauna importart to the poor
for abalanced diet and as sources of fiber and medication.

! Dollar and Pritchett (1998) provide the empirica underpinnings for our genera statements in an influential
study on the effectiveness of aid: Assessing Aid: What Works, What Doesn't, and Why.

®2 The HIPC Initiative was launched by the World Bank and IMF in 1996. A mgjor extension was agreed in
1999 to (i) expand debt relief to about USHS0 hillion, aming at reducing the debt of more than 30 countries.
Freed-up resources will be used to support poverty reduction messures, with emphasis on education and
hedth. To date, 24 countries have entered the Initistivee More information is avalable on
www.worldbank.org/hipc/.

3 A 2000 review of DFID found that “environment as a potential development opportunity — rather than as a
risk to be minimized and mitigated — has not been fully mainstreamed across the bilateral programme”’ (Hlint
et d., 2000). Smilarly, a 1997 review of the environmenta performance of EC programmes in developing
countries found that “there is no inditutional accountability for ensuring that environmenta actions are fuly
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integrated into country programming or that the support for environmenta projects is based upon a broad
drategy across regions (ERM, 1997). A review by the Operdions Evduation Depatment of the World
Bank’s environmental policies and activities, the first since 1987, found that “...Bank performance has
substantialy improved... but it has not yet integrated environmental concerns fully into its core objective or
its country assistance and sector strategies’ (Liebentha, 2002). A 2000 review of UNDP's gl obd programme
on environment reached similar conclusions as above, and recent audits of UNDP have stressed the need for
strengthened mechanisms to mainstream environmental consderations a both the policy and operationa
levels. Other development agencies face Similar concerns.

> DFID; EC; UNDP; the World Bank’s new srategy — Making Sustainable Commitments: An Environment
Srategy for the World Bank — sets out to meet this chalenge, and provides a direction for the long-term, as
well as pecific actions for the next five years (World Bank, 2001c).
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Abbreviations and Acronyms

CBD
CGIAR
DAC
DALYs
DAD
EC

EIA
FAO
FDI
GDP
GEF
HIPC
IFAD
IHED
IPCC
IPRSP
IUCN
MEA
NGO
NSSD
OECD
PEI

PPA
PRS
PRSP
SEA
SIA
UNCCD
UNCED
UNCHS
UNDP
UNDESA
UNEP
UNFCC
WBCSD
WHO
WR
WSSD

Convention on Biological Diversity

Conaultative Group on International Agricultural Research
Development Assstance Committee (OECD)
Disability-Adjusted Life Y ears

Department for Internationd Development (UK)

European Commission

Environmenta Impact Assessment

Food and Agriculture Organization

Foreign Direct Investment

Gross Domestic Product

Globa Environment Facility

Hesavily Indebted Poor Country Inititive

International Fund for Agricultural Development
Internationa Ingtitute for Environment and Development
International Pand on Climate Change

Interim Poverty Reduction Strategy Paper

World Conservation Union

Multilatera Environmental Agreement

Nor+Governmental Organizetion

Nationa Strategy for Sustainable Development
Organization for Economic Co-operation and Development
Poverty and Environment Initiative (UNDP)

Participatory Poverty Assessment

Poverty Reduction Strategy

Poverty Reduction Strategy Paper

Strategic Environmental Assessment

Socid Impact Andysis

United Nations Convention to Combat Desartification and Drought
United Nations Conference on Environment and Devel opment
United Nations Centre for Human Settlements (Habitat)
United Nations Development Programme

United Nations Department for Economic and Socid Affairs
United Nations Environment Programme

United Nations Framework Convention on Climate Change
World Business Council for Sustainable Development
World Hedlth Organization

World Resources Indtitute

World Summit on Sustainable Development

World Trade Organization

World Wide Fund for Nature
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