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Background

1. The environment has become central to the international development agenda
over the past three decades, including that of the World Bank Group (hereafter “the Bank
Group” or WBG).! This began with the first United Nations Conference on the
environment held in Stockholm in 1972, after which countries throughout the world
began to give increasing attention to environmental concerns. Around the same time, the
World Bank (hereafter “the Bank™) appointed its first environmental specialists. Until the
mid-1980s, Bank activities were largely limited to assessing the potential environmental
effects of selected lending operations. At that time, however, due in part to growing
pressures from non-governmental organizations (NGOs) in response to the adverse
impacts of several major Bank-supported infrastructure projects, the Bank Group’s
approach to the environment began to shift. As part of its 1987 reorganization, the Bank
established a central Environment Department and Environment Divisions in each of its
four (later six)® operational Regions. It also set mandatory procedures for screening,
assessing and managing all new investment operations for their environmental (and
social) effects, as did the International Finance Corporation (IFC) and (once established
in 1989) the Multilateral Investment Guarantee Agency (MIGA). In the early 1990s,
many developing countries — particularly those eligible for financing from the
International Development Association (IDA) -- elaborated National Environmental
Action Plans (NEAPSs), and the Bank (including IDA) began to step up lending for
environmental improvement, often to support implementation of these plans.

2. In 1992, the United Nations held another major international Conference on
Environment and Development (also known as the “Earth Summit”) in Rio de Janeiro,
for which the Bank’s most significant contribution was its World Development Report
(WDR) of that year which was dedicated to the same topic.* The Earth Summit with its
associated Agenda 21 and global conventions on biodiversity and climate change
squarely placed improved environmental management and quality in the forefront of
development priorities. Ten years later, the UN sponsored another landmark meeting, the
World Summit on Sustainable Development (WSSD), in Johannesburg, at which the
Bank launched a second environment-related WDR, Sustainable Development in a
Dynamic World.> The WSSD firmly established the environment as an essential element
in sustainable development. The Bank Group’s first explicit strategy for the
environment, entitled Making Sustainable Commitments, presented to the Board in July
2001, was oriented very much along the same lines.® Environmental strategies for each
of the Bank’s operational Regions were also prepared or updated at that time.”

3. Within the context of the Bank Group’s overarching mission to combat poverty,
and recognizing the critical importance of improved environmental management for



sustainable development,® the goal of the 2001 strategy was “to promote environmental
improvements as a fundamental element of development and poverty reduction strategies
and actions.” This would be achieved by helping client countries “set and address their
environmental priorities and challenges, including those of a regional or global nature;
and by supporting sustainability through [WBG] operations.”® The strategy highlighted
three interrelated objectives in relation to this general goal:

e Improving the quality of life, focusing on areas where environment,
quality of life and poverty reduction are strongly interlinked (i.e.,
enhancing livelihoods, preventing and reducing environmental health
risks, and reducing vulnerability to natural hazards).

e Improving the quality of growth™® by supporting policy, regulatory and
institutional frameworks for sustainable environmental management, and
sustainable private sector development.

e Protecting the quality of the regional and global commons with an
increased emphasis on local aspects of global environmental
challenges.*

4. In addition to other significant inputs,'*> Making Sustainable Commitments
reflected the principal findings and lessons of a parallel OED evaluation of Bank
environmental performance.™® This study assessed the World Bank’s experience in four
broad areas of environmental activity — stewardship, mainstreaming, safeguards and
global challenges,** concluding that Bank performance had been “partially successful”*
in most of them. Recognizing that the Bank’s past achievements had “fallen short of our
own high expectations and those of others,”*® the 2001 strategy incorporated OED’s main
recommendations that the Bank should: (1) build on its comparative advantage and
analytical capacity to demonstrate the environment’s critical role in sustainable
development and poverty reduction; (2) review its environmental safeguard oversight
system and processes, to strengthen accountability for compliance; (3) continue to update
its policy framework, adapting it to changing practices and new Bank instruments and to
take account of recent experience; and (4) help implement the global environmental
agenda by concentrating on global issues that involve local and national benefits.!’

Objectives and Scope

5. The Bank Group has now been significantly involved in environment-related
activities since the mid-1980s (MIGA since 1989). The areas and OED recommendations
mentioned above remain central to the World Bank’s work in support of improved
environmental management and sustainability in its client countries. Recognizing the
critical role of the countries themselves in this regard, determining how effective the
Bank Group and its development (in the case of IFC and MIGA, private sector) partners
have been in helping their clients improve environmental quality since the early 1990s —
and how they can be more so in the future -- is the subject of this evaluation.



6. Acknowledging that “environment is not a sector or an add-on” and that
“environmental considerations have to be reflected from the early stages of decision
making processes,” Making Sustainable Commitments affirmed that the Bank would seek
to attain its objectives through the following “toolkit”: (1) strengthening analytical and
advisory activities, including country-level environmental analysis (CEAS) and strategic
environmental assessments (SEAS); (2) addressing environmental priorities through
project and program design, more specifically, improving the design and performance of
environmental projects and components, coordinating investments and policy reforms,
applying a location-specific approach, supporting capacity development, enhancing the
environmental outcome of adjustment (now “development policy”) lending; and (3)
improving the safeguard system, focusing on the quality and consistency of the
application of Bank Group safeguard polices by addressing short-term priorities and
reforming the safeguard system.™® .

7. The proposed evaluation will examine the results of the Bank Group’s assistance
for the environment over the past decade and a half, focusing on key client countries (see
para. 12 below). Both the Bank’s role, to the extent it can be determined, in changes in
key indicators of environmental quality at the national (e.g. deforestation rates) and
subnational (e.g., ambient air quality and/or water quality) levels and the more direct
environmental effects of WBG-supported policy changes, institutional support and
lending operations will be assessed, as will the alignment between Bank Group and
country environmental priorities and strategies. The influence of the thematic focus of the
2001 WBG environment strategy (e.g., on poverty-environment linkages, etc.) on Bank
country strategies and associated AAA and investment operations will be assessed, as
will the various ways in which the “toolkit” mentioned above have been utilized over the
past five years.

8. Recognizing, as do both the 2001 environment strategy and the earlier OED
evaluation,*® that the Bank Group is just one actor -- with the countries themselves being
the most important ones -- in helping its clients address environmental problems and
priorities, the proposed evaluation will also give attention to the role of Bank partnerships
with other donors, international assistance agencies and non-governmental organizations
(especially environmental NGOs). This would fill a gap in the previous OED evaluation,
which did not specifically assess the role of partnerships in helping to advance the Bank’s
environmental agenda at the country and global levels.

9. Finally, based on experience to date, the study will attempt to assess the Bank’s
(and, where applicable, IFC’s and MIGA’s) ability to deliver new products, instruments
and strategies (e.g., the scaling up of infrastructure, the increased use of DPLSs,
sectorwide approaches and guarantees, and the greater reliance on country systems which
they are likely to require). Lessons of the study should point to how the WBG and the
donor community more generally, together with their public sector, private sector and
civil society partners, can be more effective in assisting client countries improve
environmental management and sustainability. They should also shed light on the
limitations of development assistance in the absence of strong country capacity and, most
importantly, commitment (e.g., political will) to achieve environmental objectives.



Main Evaluation Questions

10. On the basis of a preliminary review of key documents and discussions with Bank
Group managers and staff, other assistance providers and selected country stakeholders
on the effectiveness of donor support in relation to the environment, the evaluation will
focus on the following questions: how (i.e., with what instruments) and how effectively
(i.e., with what results) have the Bank Group and its partners assisted client country
governments and private sector counterparts in setting and addressing their environmental
priorities and challenges since the early 1990s? More specifically:

e How and how effectively has this assistance contributed to improving the
quality of life (i.e., enhancing livelihoods, preventing and reducing
environmental health risks, and reducing vulnerability to natural hazards),
improving the “quality of growth,” including sustainable private sector
development, and protecting the quality of the regional and global
commons?

e How well have Regional and Country Assistance Strategies and Poverty
Reduction Strategy Papers been aligned with Regional and country
environmental priorities and to what extent have environmental
considerations been adequately incorporated — or “mainstreamed” — into
these instruments, analytical work and lending operations?

e Have the design and performance of environment projects and
components and the environmental aspects of other lending instruments
improved and, if so, in what ways and with what results, especially in
terms of environmental quality?

e To what extent — and how — has the Bank Group utilized partnerships with
other development assistance providers to enhance the effectiveness of its
support to country clients with respect to environmental management and
sustainability?

e What factors, both internal and external, have limited the effectiveness of
Bank Group and other donor assistance on the environment and how
might these constraints be better addressed in the future?

Evaluation Instruments

11. Literature Review. Focusing primarily on the case study countries, the
evaluation will examine pertinent “sector” (environment and non-environment) and
Country Assistance Strategies (CASs),?° Poverty Reduction Strategy Papers (PRSPs)?
and other relevant documents® At the sectoral level, particular attention will be given to
recent World Bank strategies for infrastructure (energy, transport, water supply and
sanitation), agriculture and rural development, social development and urban
development, as well as for forestry and water resource management. Periodic reports by



ENV and the Regions on implementation of the 2001 environment strategy will also be
reviewed.?® Relevant studies and publications by other donors, NGOs, academics and
other sources regarding the Bank Group’s environmental performance and the
effectiveness of development assistance more generally with regard to environmental
management and sustainability, including non-Bank Group assessments of environmental
management experience in OECD, as well as selected developing, countries, will
likewise be surveyed.?*

12, Country Case Studies. The evaluation will be largely based on country case
studies,?® which will assess the full range of WBG support involving the environment and
its effectiveness over the past decade and a half. They will include the most significant
Bank Group clients in terms of their global environmental importance — China, India and
Brazil®® -- which are also countries where the WBG has had significant involvement in
relation to the environment. Given their global and regional significance, the Russian
Federation and Egypt have been selected as the case study countries in ECA and MNA,
respectively. Finally, considering the Bank’s priority attention to the Africa Region, the
present evaluation will focus on four countries (Ghana, Madagascar, Senegal and
Uganda). Together these nine countries represent a broad range in terms of demographic
and territorial size, income levels, recent economic growth rates, political systems and
environmental challenges and are drawn from all six Bank operational regions. IEG-WB,
IEG-IFC, and IEG-MIGA will each evaluate their environment-related interventions in
the most relevant sectors in each of the case study countries.

13. The case studies will involve both a desk review of relevant Bank Group and
non-Bank?’ materials and field visits, including to selected projects,?® for consultations
with government officials, other donors and key national and local stakeholders in order
to obtain client perceptions of the relevance and effectiveness of Bank Group assistance.
Previous IEG Country Assistance Evaluations (CAESs) will also be reviewed for their
findings in relation to Bank performance on the environment both at the strategic and the
operational levels. A generic Country Case Study outline is presented in the Annex.

14.  To determine their influence on country client policies and programs and on
associated World Bank environmental operations, the evaluation will survey relevant
ESW, research and other advisory and capacity building support carried out at both the
corporate (especially ENV, DEC and WBI) and regional levels.®® The use and impact of
new analytical instruments, such as CEAs, which were specifically highlighted in the
2001 strategy, will also be assessed. IEG-IFC’s and IEG-MIGA’s review of their
respective operations will give particular attention to the application of environmental
safeguard policies in key infrastructure and productive sectors in the case study countries.

15.  Given its country focus, the proposed evaluation will not contain in-depth
thematic assessments that cut across all WBG client countries. However, the present
exercise will draw on relevant findings and lessons of recent and parallel OED/IEG
evaluations on energy and environment,® forestry,* water resource management,*
extractive industries,* global programs,® natural disasters,® renewable energy,® climate
change and other relevant topics, as well as on the application of the Bank Group’s



environmental safeguard polices.®” The extractive industries review was carried out
jointly by IEG-WB, IEG-IFC and IEG-MIGA, and the present evaluation will also draw
on other relevant evaluations carried out by IEG-IFC and IEG-MIGA, as well as by the
GEF Evaluation Office.®

16.  Structured Interviews. The evaluation will use structured interviews with
selected Bank Group managers and staff, including both those directly responsible for
implementing Bank environment-related activities and those who have other important
functions (Country and Sector Directors, Lead Economists, task team leaders in various
sectors, etc.). Representatives of significant partner organizations, including other donors
(both regional development banks and major bilaterals), international development
agencies, private sector sponsors and environmental NGOs will also be interviewed, as
will officials and key staff of other development/environment agencies and programs,
such as UNDP and UNEP. These interviews will seek to obtain both external views on
Bank Group environmental performance and information relating to the approaches and
effectiveness of other donors, NGOs, and important contributors to development
assistance for environmental management and sustainability. These interviews will be
carried out independently by IEG-WB, IEG-IFC and IEG-MIGA staff and consultants.

17. Coordination with Bank Environment Strategy Update. The Bank Group’s
environment strategy, which was designed to be implemented during the FY02-06 period,
is scheduled to be revised and updated (for FY07-09) during the current calendar year.
This will be coordinated by the Environment Department and involve the regional
environmental units in consultation with IFC and MIGA. The present evaluation will
provide inputs for the revised strategy and, thus, feed into the process in a way similar to
that of the previous independent OED evaluation of Bank performance in conjunction
with the 2001 WBG environment strategy.

Dissemination

18.  The findings and lessons of this study are expected to be of interest to a broad
audience, including Bank Group managers and staff, other multilateral and bilateral
donors that are also actively providing support to developing countries in the areas of
environmental management and sustainability, and environmental NGOs and other Bank
partners. They should be of particular interest to government officials and civil society
representatives in the case study countries. The country case studies and final report,
accordingly, will be issued as formal IEG publications. The evaluation results will also be
disseminated electronically through several sources including a dedicated website and
one or more dissemination workshops to be held following its completion.
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