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Foreword

The past few years have seen an important shift in the design of devel-
opment policies and investment—as the links between the natural envi-
ronment and economic development have been more deeply
understood.

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

¢ Assisting countries in strengthening their own environmental poli-
cies and institutions (chapter 1)

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

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

» Addressing global environmental problems (chapter 4).

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

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

One key challenge will be to ensure that the rapidly growing portfoho‘
of environmental projects continues to perform well. Over 10 percent of
the Bank’s new lending is now devoted to projects specifically address-
ing environmental problems, and over the coming year the portfolio of
active environmental projects will rise above $10 billion. This represents
a remarkably important contribution to the financing needs identified at
the Rio “Earth Summit” in 1992. But helping countries to effectively
implement these projects will likely require even more effort than pre-
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paring and appraising them. The strong focus on institution building,
the need to work across institutional and disciplinary boundaries, and
the frequent lack of a powerful constituency for environmental policies
and projects will tend to make implementation particularly difficult.

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

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

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

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

Andrew Steer

Director

Environment Department
The World Bank
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Overview

JaN Post

The concept of sustainable development implies balancing environmental pro-
tection with the generation of increased opportunities for employment and
improved livelihoods. In this marine park surrounding the island of Bonaire in
the Caribbean, for example, tourism, carefully managed to avoid ecological
damage, provides revenue to cover the operations cost of the park and income
for the small island community.




World Bank activities to protect and enhance the environment are based
on a fourfold agenda:

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

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

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

¢ Addressing global environmental challenges.

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

From Policy to Practice

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

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

e Greater integration of environmental concerns into the Bank’s
economic and sector work

e A growing emphasis on the social aspects of sustainable develop-
ment.

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



