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Overview 

For maw years. aid to foster better use and conservation of natural resources and im~rove . . A 

environmental quality in developing nations focused on field projects, demonstrations, 
infrastructure investments, and capacity-building programs for involved stakeholder institutions - -  - 
and agencies. However, have developed a growing appreciation for environmental 
policy development and implementation, alone or in concert with traditional forms of 
environment-related assistance to obtain far greater, and more enduring, results and benefits. 

What's so special about environmental policy? L i e  other types of policies, environmental 
~olicies establish the rules that guide environmental behavior of firms and households. They - 
employ a variety of socio-economic incentives and disincentives to encourage f m s  and 
households to make production and consumption decisions that promote environmental goals. If 
environmental policies are well designed, participatory processes establish local ownership, and 
institutional roles and responsibilities are consensual, they can be very cost-effective 
mechanisms for achieving environmental objectives. However, participatory policymaking does 
not obviate the need for institutional capacity and resources to monitor and enforce policy 
reforms. 

For donors, environmental policy reform can both increase and sustain the benefits of the 
donor's assistance resources. For example, policies that are more able to ensure full-cost pricing 
of environmental services will increase the likelihood that investments in environmental 
infrastructure will be properly operated and maintained. 

Environmental policy reform is not devoid of risks, obstacles, and challenges, and it often 
involves fundamental reconsideration of deep-seated cultural and institutional traditions. While 
the benefits of well-conceived environmental policy reforms are substantial and easily 
recognized, policy changes often require institutional reforms and affect vested, politically well- 
connected economic interests. As a consequence, donors and their partners require a good 
understanding of development diplomacy, the complications and difficulties of the policy reform 
process, and an appreciation for the Iocal context for poficy and institutional capabilities. 

This report is intended to share lessons that have been learned in diagnosing, designing, 
implementing, and assessing environmental policy reforms over more than a decade of field- 
based policy reform experiences. It is also designed to be a practical and pragmatic guide for 
those with operational responsibilities for environmental policy reform, including counterparts in 
government, local NGOs, and stakeholders, as well as donors and donor-funded policy advisors. 

This document encompasses and expands on the material of two predecessors: Environmental 
Policy Dialogue: Lessons Learned (February 1998) and Environmental Policy Implementation: 
Lessons Learnedll(April2001). While it draws heavily on activities sponsored by USMD', it is 

' This report draws mainly on activities financed under the Environmental and Namral Resources Policy and 
Training Project (EPAT) and the Environment Policy and Instihltional Strengthening Indefinite Quantity Contract 
(EPIQ). 
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designed with a wider audience of development practitioners in mind. Hopefully, these lessons u 

will provide a foundation for those who have an interest in international development and 
understand the value of a policy-based approach to maintaining (or restoring) environmental 
quality and promoting the sustainable use of natural resources. m 

The report is presented in two sections--each presenting lessons learned. Section I focuses on 
managing the environmental policy process, and has four key elements: policy dialogue; w 

participation, timing, and communication. Section I1 treats the four stages of the policy process, 
problem diagnosis, policy design, policy implementation, and evaluation. - 
Each section is divided into four chapters featuring one or more lessons and supporting case 
studies. Altogether, the report includes 22 lessons learned and over 70 case studies. Each lesson 
describes what has been learned, discusses key underlying issues, and presents programmatic 
implications. The key themes of the lessons are illustrated in case studies. 

In addition, the report includes three annexes. Annex 1 lists all case studies, their authors, and, 
where applicable, other sources of information about the cases. Annex 2 provides additional 
information about each case study-location, sub-sector, involved institutions, and policy reform 
components. Annex 3 provides an overview of environmental and natural resource performance 
indicators developed and employed by USAID. 

We do not claim to have all the answers. Hence, we have labeled this document as a ''draft." Our 
understanding of the environmental policy process is evolving as we gain more experience, listen 
closely to different perspectives, and "learn by doing." 

With this caveat in mind, we welcome your comments. 

xii 



Lessons Learned from Ten Years of Environmental Policy 
Activities in Developing Countries-Fundamentals 

This report reviews the experience gained from creating and executing programs focused on 
designing, implementing, and assessing environmental and natural resource policy and 
stre&&ningthe institutions engaged & policy work. Its purpose is to ident& what works and 
what doesn't and what a program or project manager needs to know to create an effective 
environmental policy program. 

Various public policies can contribute to environmental improvement-or deterioration-though 
this may not be their primary intent. The following types of policies typically have 
environmental ramifications: 

Environmentalpolicies-Designed for the expressed purpose of making an impact on 
environmental quality or natural resource use, they may focus on reducing pollution 
discharged into the environment by setting (or changing) the "rules of the game." If properly 
designed and implemented, environmental policies can act as powerful incentives for 
facilities and individuals to alter activities that generate pollution or use natural resources 
unsustainably. 

Sector and macroeconomicpolicies-Designed to meet economic development or 
stabilization objectives, these policies have environmental impacts as well. For example, 
well-designed policies to restructure the energy sector, improve efficiency, and reduce 
production costs also reduce fuel requirements and pollution levels. Product charges on fuel, 
packaging material, and other goods that create environmental problems if not disposed of 
properly (used tires, waste oil, batteries) not only generate revenue but also may reduce 
pollution or waste. Trade policies and agreements, as well as conditions placed on foreign 
direct investment, have raised environmental awareness beyond environmental minishies and 
provided inducements for better-or worse-corporate environmental performance. A good 
example is the growing trend toward timber certification. Since investment plays a pivotal 
role in achieving environmental improvements, macroewnomic policies designed to reduce 
idation and promote efficient capital markets also may prove beneficial to the environment. 

What Are the Fundamentals of the Environmental Policy Process? 

These policies share a common developmental h e w o r k ,  here referred to as the environmental 
policy process. The process involves a sequence of actions undertaken for the purpose of 
determining the need for policy development or change, and then desiging, promulgating and 
implementing policies. The process can be portrayed as a wheel (Figure 1). In this depiction, the 
hub of the wheel represents the management elements and factors that play an important role in 
moving the process from stage to stage, while the rim represents the four stages of the process- 
problem diagnosis, policy design, policy implementation, and policy evaluation. One set of 
arrows connects the four stages to show the typical progression of the policy process, whle a 
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second set represents the continuous interaction between management elements and the pl 

individual stages of the policy process. 

But the process does not always move in the 
indicated direction. Flaws in implementation may 
become apparent through monitoring and direct 
feedback from partners, leading to modification of 
policy implementation without additional diagnosis 
or changes in the policy itself. 

What Will You Find in This Document? 

This report is divided into two sections: the "what" 
and the "how." The focus of Section I is the hub of 
the wheel, a set of elements referred to collectively 
as "Managing the Process." Lessons from these 
management elements focus on the roles of the 
participants in the policy process, the importance of Figure 1 The Policy Process 

policy dialogue as a mechanism for exchanging information and reaching agreement on what is 
wrong and how it can be fixed, the temporal dimensions of the process, and the role of 
communications. Section I1 is comprised of lessons and cases on the four specific and sequential 
stages of the policy process shown as the rim of the wheel. Most of these lessons and cases relate 
to a single stage of the process. 

Managing the Policy Process 

Theplayers. The first chapter includes lessons about the players who participate in the policy 
process-decision-makers, stakeholders, implementing agencies, and donors. The lessons 
illustrate why participation is important, and describe ways of involving the players and 
coordinating their interactions to increase the likelihood that successful reforms will be 
implemented. 

Policy dialogue. The second chapter focuses on the importance of policy dialogue and the 
mechanisms by which players exchange ideas and information and reach agreement on what is 
wrong and how it can be fixed. Ideally, this dialogue takes place throughout each stage of the 
policy process, and helps decision-makers move from one stage to the next by supporting the 
development of a broad consensus about what is to be done. 

In many countries, however, the environmental policy process does not involve free-flowing 
dialogue. The extent to which dialogue occurs depends in part on how much the political process 
embodies democratic principles, governmental provisions for accountability and transparent 
decision-making, and decentralization and sharing of responsibilities between central and local 
authorities. Many of the most important lessons learned in environmental policy focus on the 
benefits of policy dialogue in facilitating development and implementing effective policies. 

Getting the timing right. The third chapter examines temporal aspects of the policy process and 
how recognition of this dimension can allow participants to function more effectively and move 
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the process forward. The lessons focus on the value of committing long term to the reform 
process and recognizing and capitalizing on opportunities to advance the reform agenda. 

The role of communication. The fourth chapter presents lessons on the role of communication, 
with particular emphasis given to the development and use of information in the policy process. 
Communication is an important factor in enhancing accountability and transparency and 
legitimizing the resulting process and policies. 

Stages of the Policy Process 

Each stage of the policy process is comprised of several steps (Table 1). 

Stage of Policy 
Process 

Problem Diagnosis 

Design 

Implementation 

Evaluation 

Table 1 Steps in the Policy Process 

Steps 

ldentify issues 

Identify causes and barriers to addressing them 

Assess policy choices-intervention points, tools, approaches 

Formulate pros and cons, costs and benefits. and cultural preferences 

. Select the best policy 

Legalize the policy choice (legislation, decrees, regulations) 

. Clarify, assign, and formalize institutional roles, responsibilities, and 
relationships 

Strengthen institutional capacity 

Mobilize resources for management 

Implement policy and monitor for effectiveness 

. Develop national and local indicators of performance 

. Evaluate implementation performance and capacity 

Evaluate environmental impacts 

Problem Diagnosis. During problem diagnosis, activities are undertaken to identify 
environmental problems and their underlying causes, as well as limitations of existing policies 
and relevant constraints to addressing the problem. Where there is a policy in place designed to 
address the problem, diagnosis may be undertaken after policy evaluation is completed. In the 
absence of an existing policy, diagnosis may be initiated independently of an evaluation if there 
is a shared perception among policymakers and stakeholders that the environment is being 
degraded and that government action is required. 
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Problem diagnosis consists of two related steps: identifying environmental issues and problems 
and assessing causal linkages and barriers to addressing problems-why they arose and why they 
are not being adequately addressed. This analysis should examine the structure of stakeholder 
incentives and disincentives, policy and institutional barriers, and other economic, social, 
cultural, or political factors that contribute to the problem and define the related issues. The 
lessons learned on problem diagnosis and cases that illustrate these lessons are presented in 
Chapter 5. 

Policy Design. Policy design is the stage at which options for addressing a diagnosed problem 
are identified and analyzed, and the option to be implemented is selected. Design involves three 
steps. The first is to review and assess alternative intervention points, policy tools, and 
approaches. For example, if improper disposal of used batteries is causing water pollution, this 
analysis could consider intervention at the point of manufacture, sale, use, or disposal, and could 
consider such approaches as taxes, a system of deposits and refunds, or separation of batteries at 
landfills. The second and third steps involve the development of supporting information on the 
short list of interventions, tools, and approaches and the selection of the best policy. This would 
include an analysis of the advantages and disadvantages of each option for its effectiveness in 
addressing the problem, risks, uncertainty, resources and capacity required to implement the 
strategy, the magnitude and distribution of benefits and costs among various stakeholders, and 
cultural preferences. The lessons learned on policy design and cases that illustrate these lessons 
are presented in Chapter 6. 

Policy Implementation. Policy implementation is the stage where policy changes are formalized 
into laws, decrees, directives, or regulations and put into practice-usually, but not always, by 
government agencies nationally, regionally, or locally. It includes several pre-implementation 
activities to: clarify, legalize, and implement policy changes; formalize and assign institutional 
roles; strengthen staff capacity in implementing institutions; and mobilize financial resources. 
Once these activities are completed, implementation focuses on actually carrying out the policy 
and monitoring its effectiveness. The lessons learned on policy implementation and cases that 
illustrate these lessons are presented in Chapter 7. 

Evaluation. Evaluation involves the review and analysis of information on the performance and 
implementation of the policy. Although evaluation is often paired with monitoring (referred to as 
"M&E") the term "monitoring" is more appropriately used to describe the type of analysis 
carried out as a routine implementation activity.' 

To provide a better sense of the entire policy process, looking at how the management of the 
policy process affects each stage of the process, the following case is provided, drawn from the 
experiences of USAID's Natural Resource Management Project in assisting the government of 
Indonesia in developing an effective management system for Bunaken Marine National Park. 

Monitoring is the process of collecting information at specific time intervals. Although monitoring may involve 
some analysis, for example, when raw data is transformed into composite indicators, it is not a substitute for 
evaluation. Monitoring generates information that may be used for evaluation, but it is only one source of data for 
evaluation-albeit an important one. 
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Management o f  an open access protected resource: 

The case o f  Bunaken Marine National Park, North Sulawesi, Indonesia 

lndonesia is the world's second most biologically diverse country, and its most biologically diverse 
marine environment. Marine environments are typically open-access resource systems, traditionally 
having little formal management. For this reason, any attempt to establish a marine system as a 
protected area must recognize and involve all economic stakeholders in  its management 

The Bunaken National Marine Park off the city of Manado in the province of North Sulawesi is 
Indonesia's first and finest marine park, a worldwide attraction for scientists and sport divers alike. The 
evolution of the park's management from its gazettement in 1991 to the present is an interesting case 
study of the policy process in all of its stages. 

Lying just offshore the city of Manado and approximately 93.000 hectares in area. the park is 
comprised of 5 islands and part of the coast of North Sulawesi. The islands support 21 communities 
and several thousand residents, mostly fishing and agricultural households. Before its designation as a 
national park, the area-then known as Bunaken Sea Gardens Nature Reserve-was under the 
control of local authorities. The cause of its subsequent management problems can be traced to the 
unique legal setting established for the park: because it is a marine national park, central govemment 
jurisdiction formally exists only underwater; the park's boundary is the high tide line. Yet the principal 
users of the park's resources live above high tide and under the jurisdiction of local govemment 

Hence the logical starting point in this case study is with policy design: Indonesia's terrestrial and 
marine park system was designed in Jakarta by the central govemment, with foreign technical 
collaboration, and imposed without any consultation or negotiation on the impact of 'rules of the game' 
in specific locales, many of which had long-standing informal resource management regimes in place. 
During the Suharto Era (1966-98), the central govemment often imposed standardized resource 
management policies and practices on protected areas. usually characterized by a no local use, 
policing approach. Where such plans were implemented at all, they were usually resented and 
undermined. This was the situation personnel engaged to implement the USAID-funded Natural 
Resource Management Program faced in 1993 when they were asked by the central govemment to 
develop a management plan for the new park. 

The NRMP team quickly recognized the local political problem it faced: national park designation had 
resulted in a sudden central govemment ban on local resort development and other commercial 
entities, including reef fisheries, without any compensation to local communities and govemment In its 
problem diagnosis, the NRMP team, which included Indonesian and expatriate marine experts with 
experience in coastal community development, identified two main issues that the management plan 
needed to address: a) the legitimate subsistence and development needs of the communities in the : 

park and b) a simple management system that relied on voluntary cooperation and conservation of the 
' 

valuable resource base rather than a police approach. 

At the start of this process, the policy team identified the relevant players as being more than just the 
national nature conservation and protection agency and the scientific community, but also and more 
mportantly the local fishing and agricultural communities, local and provincial governments with 
mportant economic and licensing stakes in the park, and dive operators and tourists. 

The NRMP management plan developed with the team's support was accepted locally but rejected in 
Jakarta as inconsistent with existing departmental regulations and standards. In this case, the timing 
was not right because at the time (1993) little political power had been devolved to the localities. 
Policy dialogue at the national level-where real decision-making still resided--was also constricted 
and fruitless even as it was successful at the local level. 

Policy implementation was impeded from the beginning of the park's existence because the central 
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authorities developed a plan based on a desk study with a complex and unmanageable zoning system. 
The central government was slow to form a national park service team, leaving the park to be 
managed informally, if at ail, by dive operators and the local fisheries agency. During the mid-l990s, 
scuba diving tourism flourished. But the park's resources degraded steadily due to unmanaged fishing, 
cyanide poisoning of the reef for aquarium fish trade, and problems with boat tourism. 

In early 1998, the EPlQ team and the Department of Forestry (which manages national parks) began a 
park management policy evaluation, focusing on the problems of implementing imposed 
management regimes in Indonesia's national parks, especially the problem of local encroachment and 
degradation of the protected resource. This was a critical point that involved extensive policy dialogue 
because progress depended on input from both the national level (best practices and experiences of 
other countries) and from local stakeholders affected by the current management system. In part, 
because EPIQ's policy team functioned as a facilitator, mediator, and communicator, involving national 
and local players, a consensus to change the system slowly emerged. 

In the dialogue, a common thread of local alienation from the process of planning and decision-making 
quickly emerged, along with a few examples where local participation leveraged the ability of park 
managers to manage the park successfully. In the case of Bunaken, the evaluation zeroed in on the 
zoning of the park for different uses and the need to involve communities in that process for both 
educational and plan "ownership" reasons. By this time, lndonesia's political-economic crisis had left 
the Department of Forestry with little budget and no enforcement capability, and EPlQ was able to 
begin a dialogue with local government andcommunities with little resistance. The timing for change 
in the management system was right. 

EPlQ and its predecessor under NRMP previously had undertaken simple resource evaluations of the 
park's potential and actual revenue, comparing conserved and degraded scenarios. These helped to 
sstablish a clear economic rationale for all sides to finally agree to participate in a revised, public re- 
zoning. Using a variety of communication techniques designed to rally public awareness and involve 
:he government, park service, urban and island communities, and private sector in dialogue, the 
nessage that conservation maintains the goose (the park) that lays the golden eggs (direct and 
ndirect revenues) was conveyed and accepted, helping to re-establish a consensus around the need 
'or long-term management of this open-access resource. The role of communication in mobilizing an 
sducated constituency as key players in support of a new, more enlightened, management system 
:which they would all be implementing) greatly facilitated the policymaking process. 

4fter nearly a year, the zonation process, supported but not dictated by NRM-EPIQ, resulted in an 
sasily understandable, simple system, publicly approved by a citizens' referendum and ratified by a 
jecree of the newly empowered provincial assembly. NRM-EPIQ also helped persuade the diverse 
group of dive operators to form an association to fund conservation needs, local education and patrols 
against illegal fishing since the park service had almost no operating budget: a casualty of lndonesia's 
ong economic crisis. Though clearly this was a case of "necessity being the mother of invention," the 
nvolvement of all players-or stakeholders-in the policy process made this outcome more likely. 

VRM-EPIQ's evaluation had identified the original mistake of depriving the local economy of the 
ncome benefits of the park's resources in the name of conservation. Its novel alternative policy 
xoposal, based on the notion that conservation depends on maintaining a sustainable income stream 
rom the park, helped persuade national and local government that implementation of a new policy of 
iecentralized, participatory park management depended heavily on the corollary of developing a 
,eliable, locally managed financial support mechanism for the park and its communities. 

Jsing a newly formed discussion forum set up to discuss implementation of the new zonation system 
among the park service, dive operators, communities. NGOs, and local government, NRM-EPIQ 
ostered a local dialogue, and provided technical assistance and foreign case examples that led to the 
mactment of an innovative entrance feelseason pass system levied on tourists. The revenues of this 
ee were to be used primarily for maintenance and improvement of the marine park resource base and 
xonomic and social infrastructure development for Bunaken island communities, with the residual split 
letween provincial and local government. And out of this dialope came the Bunaken National Park 
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Advisory Board, the country's first formal multi-stakeholder management body for a protected 
resource with authority to  manage the fee system, develop and fund conservation and 1 I community development programs, and recommend changes in  governance for the park. I 
Although park management issues continue to spark lively debates, the management system has 
attracted the interest of other newly empowered local governments and the establishment of at least 
one other entity akin to the Advisory Board. 
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Chapter 1: Involving the Players 

A decisive element throughout the four stages of the policy process is the involvement of the 
people and organizations affected by the policy, the reform, or the decisions made by participants 
at different stages of the process. Who these players are differs by specific situation, but the 
broader lesson remains: those who will have to diagnose, design, implement, monitor, evaluate, 
or significantly change their behavior because of a policy should be actively involved in the 
process, not passive recipients of policy after occasions for input and participation have passed. 
While the active participation of a broad spectrum of stakeholders may not be the usual practice 
in many countries, such involvement contributes to the legitimacy of policy and may engender 
higher acceptance among stakeholders even if implementing agencies lack the resources or 
authority to effectively monitor and enforce compliance. 

Lessons 

1 Case 1.1 1 Being prepared to face down the opposition: Air pollution control in Quito, Ecuador I 

Engaging high-level fonrms to champion policy change: The US-Egyptian Partnership for 
Economic Growth and Development I 

Case 1.2 

Case 1.3 

Involving key stakeholders in policy dialogue: USAID'S Natural Resources Management 
Program in Indonesia I 

Private sector power development in Pakistan proves difficult without champions 

Reform of water policies in Jordan requires willing and committed partners 

/ Case21- I The importance of building consensus for policy change: Ecuador's Agrarian 
Development Law of 1994 I 
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Case 2.3 

Case 2.4 

Building consensus on regional initiatives to improve water quality in Cenbal Asia 

Monitoring and evaluation of the forest policy reform process: Global Wmess as a 
watchdog in Cambodia 
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I Case 3.1 1 Donor coordination in Indonesia's forestry crisis I 
I Case 3.2 1 Coordination and cooperation improve donor assistance to Central and E~T] 
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Lesson 1: Find a policy "champion" 

What has been teamed 

Effective policy leadership is needed at each stage of the policy process to initiate and legitimize 
policy reform. Typically, these policy champions are individuals representing national or local 
governmental agencies, NGOs, or stakeholder groups. Policy champions are often charismatic 
individuals who wield influence, enhance the credibility of the policy process and reforms, and 
have the ability to move policy from one stage to the next. Occasionally, the individual is not as 
important as the institution they represent. If environmental reforms are controversial and would 
result in significant economic tradeoffs or large groups of winners and losers, it may be 
necessary to involve the ofice of the president, governor, or prime minister to signal institutional 
commitment. 

Key underlying issues 

Leadership in thepolicy process. The policy process is not one that can simply be elaborated in 
law and expected to take place without capable leaders. At every stage of the process, policy 
champions are needed who are familiar with the issues and solutions, have the personal and 
political skills to move the policy reform agenda, and command respect among govemment 
officials and stakeholders. During policy design and implementation, these champions typically 
will come from the official ranks of government; it is not unusual for stakeholders such as local 
NGOs to champion policy evaluation or problem diagnosis or engage parties in policy dialogue. 
Given the duration of the process and the changing agenda from stage to stage, the leadership of 
the process may change. For example, the mayor of Quito, Ecuador, played a pivotal role in 
heading off strikes and roadblocks by truck and bus owners, thereby reinforcing the 
government's resolve to implement stricter environmental standards (Case 1.1). In other cases, 
leaders may be effective at bringing various interest groups together for discussion of the 
problems, but less effective (or inappropriate) at later stages of the process. 

Identifying champions. The absence of policy champions-whether at the national or local 
levels-has hindered reform efforts in many countries. In some situations, champions must be 
developed by supporting environmental capacity-building efforts (which provide incipient 
champions with needed skills, knowledge, and technical support) and by promoting participatory 
decision-making processes-that is, by forming an effective political constituency to back the 
champion's efforts. Placement of advisors in agencies to help build capacity and nurture 
leadership requires carell consideration of the relative standing, power, and influence of the 
agency in the context of national policymaking. When advisors are poorly placed, it may be 
difficult to press the policy reform agenda (Case 1.2). In some cases, the analysis of policy 
reforms is well received but partners are not capable of guiding the reforms through the process 
(Case 1.3) 

Assessing commitment. A first step in determining whether there will be adequate support for a 
particular stage of the policy process is to assess the government's motivation for leading or 
participating in the process and related discussions. A govemment may be participating because 
of political pressure, fulfillment of campaign promises or because an economic assistance 
package is contingent on the country adopting certain reform policies. The International 
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Monetary Fund's financial restructuring program in Indonesia was conditioned on that 
government's committing to a slate of forest sector policy reforms. While some of the agreed- 
upon reforms were implemented, their limited success suggests there was not a strong 
commitment from the government to develop or implement effective policies (Case 11.3). In 
other instances, the policy process may involve representatives of government or stakeholder 
groups with a limited role in the policy design or implementation. For example, high-level 
summits or international conferences may not include the people who best understand the policy 
issues and the difficulties of reforming policies. 

Elevating theprocess to include high-levelpolicymakers. The stakeholders that may have been 
effective as champions at an early stage of the policy process may be unable to remove key 
obstacles from the path of policy reforms once the design or implementation stages are reached. 
This most commonly occurs when environmental and economic policies are in conflict or when 
significant budgetary resources must be available to support the new policies. For example, 
privatization agencies charged with selling state-owned enterprises may see environmental audit 
requirements and liability provisions as impediments to the major agency goals of removing 
these companies from the public budget and generating revenue from their sale. Another 
example is that removing lead from gasoline may be difficult for an environmental agency to 
champion without support of the petroleum industry or a sectoral ministry. In these cases, it may 
be necessary to involve decision-makers at a higher level of government-for example, in the 
cabinet rather than the environmental ministry-to ensure that a broader perspective of benefits 
and costs are considered in developing the policy, as illustrated by the U.S.-Egyptian Partnership 
for Economic Growth and Development (Case 1.4). 

Programmatic implications 

An analysis of commitment to a proposed policy or reform measure can be use l i  in making 
the policy process more effective and increasing the likelihood of successful development 
and implementation. This analysis would also identify the problems contributing to a lack of 
commitment and options for increasing the level of commitment. 

If an agency's interests or authdrity are too narrow or limited, it may be useful to engage 
policymakers at a higher level of government. 

The level of commitment to policy reform does not remain constant and policy reforms can 
wither on the vine if commitment wanes. To help sustain commitment, the process of policy 
can be vigorously monitored with frequent assessment of the effectiveness of champions and 
commitment of institutions. 

Initiating successful policy interventions often depends on whether a national or local 
champion exists who is committed to leading the policy reform process and has the political 
stature to do so effectively. 

Building the capacity of agency staff, policy analysts, and local academic institutions can 
help create a pool of potential leaders and policy champions. 

Experience has shown that it pays to engage key players-be they government officials, 
NGO leaders, private-sector representatives, or beneficiary citizens-both at the level closest 
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to where the changes will most be felt, and at high decision-making levels, especially in 
instances where there are likelv to be conflicts between environmental and economic 
objectives that could otherwise short-circuit environmental policy reform. 
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Case 1 .I 

Being prepared to face down the opposition: Airpollution control in Quito, Ecuador 

In Quito, Ecuador, in 1996 the mayor's leadership and support helped environmental 
authorities overcome opposition from powerful special interests opposed to the 
implementation of new stricter air and water quality standards. 

Air quality is poor in Quito, as in most large urban areas in the developing world. Quito has more than 
600 factories and other stationary sources of pollution. In addition, air pollution from mobile sources 
has increased with the burgeoning fleet of cars, trucks, and buses. Atmospheric concentrations of 
suspended particulates, lead, and other pollutants exceed international standards, in some cases by a 
wide margin. 

The municipal government, in pursuing several clean-air initiatives, is paying special attention to 
diesel-burning vehicles and industrial establishments. Teams of policemen and technicians from 
Quito's environment department patrol major thoroughfares and detain buses and trucks that emit too 
much smoke. The owner of any vehicle found to be in violation must pay a fine equal to about $150 
and must post a bond of three times the fine. The bond is returned after the vehicle is brought into 
compliance, generally with a proper tune-up. In early 1996 Quito's mayor announced plans to 
complement emission controls through the purchase and retirement of all buses and trucks that were 
more than twenty-five years old (for $2,700-$4,000 each). 

Although well received by the general public, bus and truck owners have been sharply critical of these 
methods. In March 1996 they organized a strike and used their vehicles to block Quito's major 
intersections and all roads and highways leading into the city. In the past, actions of this sort paralyzed 
commerce and caused government leaders to accommodate strikers' demands. But this time, the 
mayor held firm. Within hours of being put in place, the blockades were removed and traffic quickly 
returned to normal. 

The mayor's political fortunes benefited enormously from this incident; he ran for reelection largely on 
the basis of his environmental accomplishments and captured three-fifths of the vote. His victory 
shows a substantial electoral premium for those who deliver on promises to raise air and water 
quality-and who are willing to take on special interests in order to deliver on those promises. 
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Case 1.2 

Private sector power development in Pakistan proves difficult without champions 

During the early 1990s USAlD was stymied in its effort to  support the introduction of private 
power into Pakistan, in  part because of difficulties it encountered in  trying to place advisors in  
agencies that wielded the greatest influence in  national policymaking. 

The country's growing shortage of electric power, with attendant shortfalls in industrial and agricultural 
production and acute concern over the impact of rising oil import bills, demonstrated the need to 
develop indigenous energy resources and expand the power sector. To execute the project, USAlD 
contracted with a private firm to place four long-term resident advisors in the country--a chief of party, 
an environmental advisor, a coal advisor, and an advisor to the Water and Power Development 
Authority (WAPDA), Pakistan's national utility. The project successfully attracted private power into the 
country and created institutions in the Ministry of Water and Power and WAPDA that were capable of 
evaluating complex independent power producer (IPP) projects. However, the goals for the coal sector 
were not met, environmental assessments were not well integrated into the approval process for IPP 
projects, and an effective regulatory regime was never developed. 

In the coal sector, serious design flaws dogged the project. Pakistan's constitution gives its provinces 
control of coal resources. When USAlD proposed assigning a coal advisor to the Minisby of PebPleum 
and Natural Resources, the provinces saw it as an attempt by the federal government to assert control 
over provincial resources. The project design also paid little attention to the financial and technical 
capacity of the coal industry and to its antiquated labor practices. In short, policy dialogue was never 
successful. 

Similarly, the project design called for an environmental advisor to help create institutional capacity in 
the government of Pakistan to assess the environmental impacts of all IPP projects. Although a 
fledgling environmental agency, the Pakistan Environmental Protection Agency. already existed, the 
environmental advisor was placed instead in the Private Power Cell of the Ministry of Water and Power 
even though no high-level support and no real environmental champion existed there. The government 
accepted this position only because the World Bank made it a precondition for funding IPP projects and 
USAlD made the acceptance of World Bank environmental guidelines a condition for providing 
technical assistance. 

Despite many obstacles, extensive policy dialogue with the requisite federal institutions and 
detailed meetings with provincial authorities made the creation of the National Electric Power 
Regulatory Authority (NEPRA) a great success. Nevertheless, following USAlD's withdrawal from 
Pakistan in late 1994, NEPRA was bypassed by powerful ministries and never exercised the full 
authority with which an earlier consensus had been reached. Policy work is never finished and 
requires real champions and real benefits for all stakeholders. 
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Case 1.3 

Reform o f  water policies in Jordan requires willlilng and committedpartners 

This case illustrates the need for a policy champion and, where none emerges, the reluctance of 
some partners to accept policy assistance when donors offer it and act on policy prescriptions 
that outsiders suggest. 

Jordan is one of the most water-scarce countries in the world. Until recently it was able to meet 
demands for freshwater by developing renewable supplies and mining groundwater. However, as both 
demand and the cost of supply expansion increase, managing the imbalance between the two is 
becoming harder. 

In this context, USAlD commissioned EPlQ to undertake diagnostic work to determine the nature of 
the problem and its underlying causes, to set the parameters for detailed design work needed to 
develop and implement effective policy and program responses, and to build on past USAID- 
sponsored capacity building programs to further strengthen in-country capability to design and 
implementsuch responses. 

While the team's work was well received, the policy program it recommended was not implemented. 
The program proposed by the team was designed to build on years of USAlD technical capacity 
building assistance in the water sector, especially in the areas of data gathering, information 
management, data analysis, and model building. Organizational structures had been developed for 
these functions in the Ministry of Water and Irrigation, and each had dedicated constituencies. While 
the program the team designed was expected to use the expertise and integrate the work of these and 
other public sector water institutions around an integrated program to manage and remediate a major, 
national environmental problem, no champion for such a program emerged. Rather, the various units 
within the ministry that had received USAlD support seemed to feel that the program proposed by the 
team would divert resources to other purposes. 
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Case 1.4 

Engaging high-level forums to champion policy change: The US.-Egyptian Partnership for 
Economic Growth and Development 

-- 

A high level U.S.-Egyptian engagement provided the stimulus for environmental policy reforms 
that might otherwise have been more difficult for the Egyptian Ministry of Environment t o  
promote on its own. 

On September 6,1994, Egyptian President Hosni Mubarak and US. Vice President Al Gore announced 
a new initiative to sharpen and intensify the US.-Egyptian relationship. This new partnership was to 
consolidate and build on past and present collaboration between the two nations. as well as propose a 
new paradigm for growth and development for the 21st century. The Gore-Mubarak subcommittee 
represented for USAlD the highest possible level of engagement on environmental policy issues and 
was instrumental in developing and moving along a broad set of policy measures aimed at improving the 
management of Egypt's environment. 

One of four subcommittees, the Sub-committee on Sustainable Development and Environment, was 
activated in early 1995 with the following objectives: 

. Assist in the implementation of Egypt's Environmental Action Plan and the use of appropriate 
technologies and technical expertise to control pollution and protect environmental resources. 

Develop a shared understanding of the concept of sustainable development, develop specific 
objectives essential to sustainable development in Egypt, and identify constraints to achieving them. 

Promote improved practices to avoid environmental degradation and constraints on future 
development and assist in developing greater awareness of the impact of population growth on 
sustainable development. 

Foster policies that will create an enabling environment for sustainable, equitable economic growth. 

The subcommittee was initially axhaired by USAlD Administrator Brian Atwood and Egyptian Minister 
of Environment Dr. Atef Ebeid. Meetings were held in Cairo and Washington beginning in June 1995 
and continuing through 2000. These subcommittee meetings became a fomm for serious and detailed 
discussions on major environmental issues in Egypt. The subcommittee quickly developed into a high- 
level forum where support for policy measures was garnered. The 'Gore-Mubarak Sub-Comm.rttee Ill' 
label became an important endorsement that was respected by both sides as implementation and action 
steps proceeded after agreements had been concluded. 

At the first meetings, an agreement was reached to proceed with a comprehensive action and policy 
program in support of environmentally sustainable tourism on Egypt's Red Sea coast and a 
comprehensive program on lead abatement in the greater Cairo area. During 1995-97. the 
subcommittee focused on these two initiatives, resulting in (1) a policy to introduce lead-free gas for use 
in vehicles in Cairo and its environs and (2) a series of policy steps to improve the environmental 
conditions for coping with the explosive growVl in tourism and hotel construction on the Red Sea coast 
A major strategy for private-public cooperation on tourism development in this area was created. 
Because of the high-level endorsement that resulted from its association with the Gore-Mubarak Sub- 
committee Ill, these concerns were easily transformed into a national strategy--at the behest of Egypt 

When discussions on the development of the USAID-funded Egyptian Environmental Policy Program 
were initiated in 1997 and 1998, the meetings of the Gore-Mubarak subcommittee provided formal and 
informal fomms for discussions between the Government of Egypt and USAID. The subcommittee itself 
underscored the importance of initiating a comprehensive policy program that would build on the eariy 
work that had been supported by the subcommittee in lead abatement and tourism. 
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Lesson 2: Involve key stakeholders throughout the policy process 

What has been learned 

The policy champion is only one of the important stakeholders. As many countries experience 
democratic consolidation, governments are learning to involve and consult all key stakeholders 
when formulating policy changes. Such a participatory process provides various forums and 
mechanisms for vetting ideas and reaching agreement on contentious elements. The policy 
emerging from this process may be perceived as more legitimate by stakeholders and smooth the 
way for successful implementation. The momentum for policy change emerging from one stage 
of the policy process may be difficult to sustain during the next stage. For example, no matter 
how thoroughly current policies have been analyzed during the stages of evaluation and problem 
diagnosis, the process of design brings into sharper focus the issues of who wins and who loses, 
resource commitments, and institutional and legal barriers. Consensus building at each stage may 
involve different groups of stakeholders. At the policy design stage, it can involve bringing 
policy issues to the attention of high-level officials (for example, to solve transboundary 
problems) or crafting a role for local decision-makers or stakeholders. 

Key underlying issues 

Consensus building in the policy process. Each stage of the policy process must include 
stakeholders and decision-makers in consensus-building exchange to determine achievable 
policy options, appropriate time frames, the players, and likely effects. Effective policy 
formalizes a social and political consensus to systematically influence day-to-day choices of 
individuals, households, enterprises, or communities. This requires an understanding of 
incentives, constraints, and technical relationships. In addition, effective policy depends on 
enforcement mechanisms-markets, regulatory systems, informal social enforcement, and 
judicial processes. When governments view policy as a simple legislative decree independent of 
a broader context, they often invite only a few players to participate. Such efforts typically fail to 
achieve the desired impact. 

Participatory decision-making. The evolution of democratic governance is often a slow process 
characterized by uneven progress and regression. Even where reasonably free and open elections 
are held regularly, democratic consolidation is not advanced, and top-down decision-making by a 
small number of policymakers may continue. While a small policymaking body can produce 
direct and immediate impact on public policy, experience shows that these results are largely 
superficial. Many governments prefer to keep their constituents quiescent with low energy prices 
and subsidies for inefficient, polluting parastatal industries. Even if a regime puts good policies 
in place, key constituencies may not approve, resulting in policy reversals when the government 
changes. As participatory decision-making becomes a fact of life around the world, efforts to 
alter public policy have greater potential for success when key stakeholders are consulted (Case 
2.1). 

Stakeholder identzficntion andparticipation. The formulation of policy change improves when 
all key stakeholders are consulted. Policymakers receive inputs that enable them to anticipate and 
address potential impediments to policy implementation and to assess and balance the benefits 
and costs of policy reforms to various stakeholders. One example of the pitfalls of anon- 
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participatory approach to policymaking comes from Ecuador. Heeding the advice of international 
consultants and conscious of recent property law reform elsewhere in Latin America, in 1994 the 
Ecuadorian government legislated major changes in communal property arrangements. However, 
indigenous leaders contended that they had been ignored and demonstrated their dissatisfaction 
by organizing a national strike. In response, the president withdrew the law pending review by a 
special commission that included the indigenous leaders. The commission engaged in the sort of 
dialogue that should have occurred in the fist  place, and all concerned came to accept marked 
changes in Ecuadorian property law that many of these participants had vociferously criticized 
just a few months earlier (Case 2.2). 

account in^ for various stakeholder interests. Im~lementers and stakeholders will differ in their -" 
perspectives on the importance of changing policies. Typically, the policy process is more 
effective if competing interests participate, including: 

. Government. If local officials are required to play a pivotal role in implementing policies, 
their early involvement in the process can help to identify implementation options, 
constraints and resource needs. For international agreements, national policymakers need to 
be represented in discussions. In the Aral Sea region, efforts to develop effective 
transboundary policies on water quantity and quality were initially stymied by a failure to 
involve decision-makers from various countries. Case 2.3 describes efforts to address this 
shortcoming. 

Private Sector. In most countries, the private sector plays a vital role in informing and 
influencing policy dialogue, often through trade organizations. These private entities may be 
able to influence governments to adopt flexible and cost-saving environmental policies, 
rather than relying solely on command-and-control approaches. Also, under democratic 
governments, elected representatives often join with industries in their area to support sound 
policies that have economic benefits. Private sector groups should be encouraged to 
participate in the policy dialogue and, in some cases, may be candidates for co-sponsorship 
of policy analysis and action. These groups can be accessed in formal settings, such as trade 
conferences, and through informal channels such as newsletters and small group meetings. 
Case 7.3 illustrates another successful collaboration between local environmental officials 
and industrial facilities in developing environmental management systems in the industrial 
city of 10th of Ramadan in Egypt. 

NGOs. These groups can play an important role as participants in the policy process, 
representing and protecting the interests of the public, serving a role in communicating new 
policies to their constimencies, and as watchdogs once policies are implemented (Case 2.4). 

Matchingstakeholders to the stage of theprocess. Each stage of the policy process differs in 
which policymakers or stakeholders are most likely to be effective in moving policy reform to 
the next stage. Thus, even if there is strong commitment from one group of stakeholders, they 
may be unable to steer the policy change. Consider, for example, the design stage of the policy 
process. For policies that require approval at the national level, the design process may be quite 
formal, requiring new policies to be developed and vetted according to established procedures. 
Key ministries that must endorse the new policies or stakeholder groups may be able to slow or 
even halt their development unless drafters address their concerns. This process of negotiation 
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may dilute the effectiveness of the proposed policy as the drafters accommodate concerns from 
various ministries and stakeholders, or they may be able to derail the policymaking effort 
entirely. This means that there must be adequate commitment among national agencies to sustain 
the momentum developed in the stages of evaluation or problem diagnosis. By the same token, 
when local stakeholders lead policy evaluation or problem diagnosis, they must be capable of 
getting the backing of national policymakers. 

Special interests, consensus building, and coalitions. While meaningful consultation with all 
key stakeholders is integral to successful policy dialogue, unanimous support is not required for 
all reform and limited accommodations can be made for affected groups. As illustrated in Case 
1.1, decision-makers must be prepared to override special interests opposed to a policy or bent 
on impeding or slowing its implementation even if it would yield sizable benefits for society at 
large. 

Programmatic implications 

1. Engaging only a core group of central policymakers in the policy process does not guarantee 
successful policy reform. Instead, all key stakeholders must take part. Indirect influence 
through providing support to local organizations often offers the most promise. 

2. Consensus building should involve broad-based participation in policy design while 
recognizing the trade-offs between the number of participants and prospects for reaching 
agreement on the most contentious elements of the policy reform. 

3. A wider constituency within governments, NGOs, and institutions can be nurtured to ensure 
a broad exchange of ideas, especially where there are crosscutting issues and both positive 
and negative sectoral impacts. 

4. Monitoring the policy process can be useful in determining which key parties are not 
represented in the process. It can also encourage decision-makers to open up the process, 
noting the value of ground-truthing policies and developing support among stakeholders 
before implementation. 

5. Groups that will benefit from environmental policy reforms often have less to gain on a per- 
capita basis than groups (such as industry) that are adversely affected by policy reform. 
Donors or government counterparts can better ensure that the interests of beneficiary groups 
are reflected in policy formulation by engaging organizations such as NGOs and private and 
voluntary organizations (PVOs) in the policy process. 
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Case 2.1 

Involving key stakeholders in policy dialogue: USAID'S Natural Resources Management Program 
in Indonesia 

-- -- 

Over the last decade, a key element of USAID's strategy to press the government of Indonesia to 
adopt policy reforms in forestry has been to engage the government in  policy dialogue and 
whenever possible to expand these discussions to include a diverse set of stakeholder interests. 
The proposed reforms would emphasize decentralized management, be tailored to local conditions and 
the institutional capabilities of both central and local government institutions, and consider the value of 
biodiversity resources. Although this strategy had limited success during the Suharto Era. USAID's 
Natural Resources Management Program (NRMP) was able to push for more open discussions and 
consideration of policy reforms after 1997. 

USAIDIlndonesia's NRMP began in 1991 after years of Jakartadesigned large natural resource 
management projects (especially in watershed management and nature conservation) showed that 
Indonesia's great diversity required a bottom-up or decentralized approach and the flexibility to adapt 
national policies and regulations to local conditions and institutional capacities. 

During the Suharto Era, no amount of forestry policy dialogue or field innovations could prevail because 
the production forestry industry enjoyed political protection that enabled it to pursue short-term prom 
and insulated it from long-term economic sustainability reasoning. Nevertheless, NRMP. along wiUl a 
few other donors, cultivated a core group of enlightened forestry officials, including those working on 
protected areas, watershed management, and social forestry and NGO activists willing to work with 
them. Mediated by NRMP professional staff, they used policy seminars and field pilot projects to 
develop and test models that might be more fully developed and disseminated in  a more 
conducive political environment. 

After Suharto's fall, NRMP (by then under EPIQ) was, with USAID's support, able to shi i  rapidly to 
working more at the local and regional levels implementing these new policy approaches and 
management models. Although the Forestry Department's small 'reformist' group remained restricted in 
their ability to push for reform, they were able to provide official permission for the experiments to 
proceed and the positive results of these efforts helped them to exercise more influence in a new 
political order. Three important lessons have emerged from the way that NRMP involved various 
stakeholders in its long-running policy dialogues: 

To be effective in policy reform, a donor's change agent (in this case the NRMP) must remain free 
from line agency "capture," especially if the sponsoring agency is not wholly committed to reform. 
This gives the donor's agent the flexibility to build alliances to pursue sectoral reform from a variety of 
angles: working with NGOs, private sector, local government, and other national line agencies. 

If even a part of the government counterpart agency can be encouraged into forming a nudeus for 
change, this should be supported because it is often easier to achieve shctural changes in an 
institution if the pressure for change comes from the inside, rather than the outside. 

Fundamental policy reform often cannot be achieved quickly. Donors must be willing to commit long 
term-though not necessarily-including large amounts of money to build the trust and 
understanding of like-minded individuals who will foment change. 
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I Case 2.2 

The importance o f  building a consensus for policy change: Ecuador's Agrarian Development 
Law of 1994 

In Ecuador, agrarian reform that initially had been regarded as a radical policy change was 
accepted virtually without dissent once all affected parties were included in policy discussions. 
As has been the norm throughout Latin America, policymaking in Ecuador has not been characterized 
by extensive consultation with stakeholders. However, the acceptance and implementation of 
Ecuador's Agrarian Law of 1994 is an example of the shift in perception that can take place when 
stakeholders are active participants in dialogue and the design of a policy reform. 

In the years leading up to 1994, the shortcomings of group tenure arrangements had come under 
increased scrutiny in Latin America. A bewildering array of laws and regulations prevented comunas 
and ejidos from dividing assets among members and engaging in normal real estate transactions. 
Since communal land could not be bought or sold, and therefore could not be used as collateral for a 
loan, access to formal financial markets was precluded as well. 

I Following Mexico's lead and heeding the advice of international consultants, the Ecuadorian 
government made major changes inits communal property arrangements in 1994. Those changes 
were incorporated in the Ley de Desarrollo Agrario (Agrarian Development Law), which the national 

In this case, leaders of some well-organized indigenous groups argued that their voices had not been 
heard. They responded by organizing a national strike, which brought normal business to a standstill 
for several days. 

Ecuador's head of state, Sixto Duran-Ballen, decided that the best course of action was to suspend the 
new law pending review by a special presidential commission. The commission, which included 
indigenous leaders, promptly engaged in the sort of discussion that should have preceded 
passage of the law. As a result, the new law, which allowed private parcels to be created out of 
communal holdings, remained largely intact. 
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Case 2.3 

Building consensus on regional initiatives to improve water quality in Central Asia 

Facilitated discussions involving experts and policy counterparts provided an effective 
mechanism for advancing the development of an ambitious regional initiative--the Bukhara 
Action Plan. This plan would improve and protect severely degraded water quality in the the new 
Central Asian Republics created aRer the fall of the Soviet Union-Kazakhstan, Kyrgyzstan, 
Tajikistan, Turkmenistan, and Uzbekistan. These five countries form the bulk of the water catchment 
area for the two rivers, the Syr Darya and Arnu Darya, that flow to the Aral Sea. 

A key element of the Bukhara Action Plan was the introduction of a narrow and regionally agreed- 
upon range of water quality indicators to reduce monitoring costs and improve efficiency. For each 
country national priorities were established that ranged from decreasing river salinization through 
improved management of agricultural drainage water to upgrading water treatment facilities in 
selected cities. 

Working through a regional body established to deal with water management issues in the Aral Sea 
Basin (the Interstate Committee on Saving the Aral Sea, or ICAS), a group of water experts supported 
by the World Bank prepared a report in 1994 that documented a wide range of water quality pmblems 
in addition to those in the "ecological disaster zone" surrounding the Aral Sea. The study, however. 
established no basis for setting priorities and thus was unable to put forward a coherent a&on plan. 
The head of ICAS felt that consensus could be reached on concrete steps only if the team was to 
meet together with key national decision-makers in a facilitated setting. 

To this end, USAlDiCentral Asian Republicsin cooperation with the World Bank and ICAS-- 
sponsored a workshop in Bukhara, Uzbekistan, in April 1996. The workshop's stated purpose was to 
review the ICAS expert team's preliminary findings and bring together the key players needed to 
agree on priorities for both bilateral and regional action to mitigate water quality problems. 

To date only limited progress has been made in implementing this action plan. although several 
transboundary problems have been addressed. In these cases--involving toxic river-bome pollutants 
moving from an upstream state to a downstream state-there was sufficient political will to act. due, in 
part, to increasing public awareness of the risks and to the potential international consequences of a 
failure to reduce these risks. But little has been done to implement either the national-level agendas 
or establish an integrated regional network for water quality monitoring and problem solving. 

Because the analysis that led to the Bukhara Action Plan was by definition centered on the 
identification of a regional agenda, less progress has been made with national actions. The 
regional group lacked the authority to do more than suggest to national governments that the 
problems were of high priority and deserved their attention. Although there was an opportunity to 
obtain international financing for associated investments (through World Bank loans), this financial 
support was withheld due to the refusal of national governments to inboduce appropriate service 
pricing schemes needed to assure adequate cost recovery. Each of the the Central Asian Republics 
were undergoing severe economic transition problems at the time of this effort. so the opportunity to 
Snance even high-priority water quality improvements from national budgets was severely 
constrained. 
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Case 2.4 

Monitoring and evaluation o f  the forest policy reform process: Global Witness as a watchdog in 
Cambodia 

In Cambodia, the NGO Global Witness has played an important role in monitoring and 
evaluating policy reforms in the forestry sector through its collaboration and discussions with 
international financial institutions and donors and its reporting on reform progress. 

The multilateral and bilateral donor community has had a history of involvement in the forestry sector 
in Cambodia since that country rejoined the international community in the early 1990s. The 
international community has a heavy investment in Cambodia since one of its most expensive 
activities was the preparation and implementation of elections in 1993. Cambodia's government, 
likewise, depends heavily on the donor community-half of its annual budget comes from foreign aid, 
"a proportion which should provide the aid community considerable leverage for policy reform" notes 
WRI. 

The World Bank and IMF have been particularly strong advocates of forestry sector reform and forest 
policy in Cambodia, and they have been assisted in that role by the unusual partner, Global Witness, a 
vocal environmental and human rights NGO that uses unorthodox but effective tactics to document 
abuses in the forestry sector. Beginning in the mid-1990s, multilateral donors and Global Witness have 
used each other's information and tools to pressure the Cambodian government to improve its forest 
policies and implementation of existing law. 

In 1994, the IMF initiated structural adjustment loans to Cambodia, conditioned at the Bank's 
recommendation on government establishment of a log export ban and a government committee to 
examine forestry reform. Global Witness published reports in 1995 and 1996 documenting flagrant 
violations of the export ban and the enormous volume of illegal logging on the ground, the latter report 
in preparation for a donor consultative group meeting on aid to Cambodia. Global Witness also 
provided support to the multilaterals' argument that the government was not capturing millions of 
dollars in rents and revenue from the forest sector-a violation of Cambodia's constitution. In late 
1996, the IMF canceled the fourth tranche of its loan, putting the forestry sector and policy reform on 
the government's agenda. 

A cessation of outside support followed Prime Minister Hun Sen's coup d'etat in July 1997; it was 
restarted in 1999, once the political situation stabilized and was again tied to government commitments 
to establish monitoring bodies and do away with abusive forest concession agreements. The 
government seemed to come around somewhat-in January Hun Sen made a 17-Point Declaration to 
curb illegal logging, indicating a much stronger promise of change. The government also asked that 
Global Witness act as the independent monitor for the forestry sector, with the new Forest Crimes 
Monitoring Unit in the Ministry of Agriculture, Forests, and Fisheries and the Ministry of Environment as 
lts counterparts. 

Global Witness, the multilateral donors, and WRI all note that significant progress has been made in 
Cambodia's forest sector reforms in recent years. However, Global Witness's May 2001 report, The 
Credibility Gap, notes that the government still lacks credibility in its commitment to reform and could 
use the report's recommended steps to indicate to the donors that it is committed to improvement. It 
remains to be seen whether the government will do so, yet it is a good sign that the watchdog and the 
lonors are speaking and listening to each other, and that the government seems to be hearing them. 

On December 21, 2001, Global Witness said in a press release that the Cambodian government was 
suspending all logging operations, which they applauded, noting that "all 17 concessionaires ... should 
not be allowed to resume activities ... [as they have] committed serious contractual breach, particularly 
uith regard to illegal logging." 
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Lesson 3: Donor coordination is crucial for consistent and effective policies to 
emerge from the policy process 

What has been learned 

Donor-sponsored environmental policy interventions can result in parallel activities built on 
differing assumptions, goals, and approaches since projects are often developed through bilateral 
dialogue. Policy initiatives, by their very nature, must send consistent signals that systematically 
influence local decision-making and incentives. Multilateral policy dialogue requires greater 
donor coordination than do other types of assistance activities. 

Key underlying issues 

Nationalstrategies versus donor strategies. Since local leadership and champions are essential 
for successful policy work, donors must rally around a single national strategy, rather than 
having line ministries buy into isolated donor agendas. Yet the policy and organizational 
imperatives of donor agencies often make such an approach diEcult. 

First, a donor's willingness to fund policy change may be tied to the adoption of specific 
reforms. limiting ovenness and national leadership. Second. because each donor may have a ., . 
different vision of appropriate policy direction, donors frequently exert competing pressures on 
host-country policymakers. In Nepal during the late 1980s, a European-funded forestry master 
plan initial$ promoted institutional strengthening of the inefficient timber and fuel-wood 
corporations, while USAID policy dialogue with the government of Nepal focused on abolishing 
both parastatals as part of a broader market deregulation. The in-country presence of highly 
motivated individuals representing the different donors facilitated communications and 
coordinated policy approaches. This caliber of donor representation is the exception, however, 
rather than the rule. 

Cross-sector consistency. The need for donor coordination is fiu-ther heightened by the 
importance of policy consistency across sectors. For reasons of efficiency and national priorities, 
donor agencies sometimes allocate priority sectors among themselves, with one taking the lead in 
health, another in the environment, and so on. However, policy measures across all sectors must 
be linked by the underlying principles on which the policies are based. For example, market- 
based approaches for private enterprise development are undercut if the government 
simultaneously resorts to price controls or rationing in the energy or water sectors. 

Proactive donor coordination. Major policy change in any sector (including the environment) 
often coincides with broader policy and institutional changes across sectors and involving 
multiple donors. In such circhst&ces, donor coordination creates opportunities for more deep- 
seated and lasting policy reform. In the 1980s, representatives of the World Bank, France, and 
the United States worked together closely for three years to help the govemment of Mali develop 
major agricultural reforms, phasing out crop marketing boards, providing transitional commodity 
price supports, and taking steps to increase food security. Without proactive donor coordination, 
no single donor could have engaged the government in a dialogue about the M set of changes 
needed to make reform workable; moreover, the government of Mali would have been hard 
pressed to identify and analyze the linked reforms needed to make successll policy change. 
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Cases 3.1 and 3.2 demonstrate how donor coordination has advanced policy dialogue and 
achieved concrete and holistic results that would have been unobtainable through individual - 
donor efforts. 

Breaking bad habits. Donors and host governments have well-established habits that undercut 
coordination. Long-standing, project-driven donor habits of have seriously downplayed 
collaborative relationships with other donors, and governments sometimes prefer to deal with 
each donor separately. Nevertheless, important changes in the last five to ten years have 
increased the prospects for effective donor coordination as part of the policy dialogue process: 

The structural adjustment processdriven by fiscal and economic crisis in host countries- 
places a greater premium on program and project consistency. 

Tight donor budgets have forced many donors to tie program pieces to a coordinated whole 
funded by multiple organizations. 

The increasingly results-oriented donor programs-part of the reengineering process in 
USAID, but also present in nearly all other donor programs-force explicit consideration of 
who is doing what. 

The increasing emphasis on policy change-of getting the basics in order-has improved 
dialogue among donors and with host governments. 

Programmatic implications 

1. Informal or formal mechanisms that facilitate the coordination of donor programs and 
exchange of information can be helpful in ensuring that assistance resources are used 
effectively and strategically with a minimal duplication of effort. Mechanisms for improving 
donor coordination include regular or as-needed donor meetings and dissemination of 
program activities in print or electronic newsletters. Where more than one donor is assisting 
with policy reforms, donors might incorporate information on other activities in their 
monitoring programs. 
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Case 3.1 

Donor coordination in Indonesia's forestry crisis 

A unified and coordinated effort by donors has been successful i n  encouraging counterparts in  
lndonesia to participate in a very focused dialogue to consider a slate of policy reforms i n  the 
forestry sector. This example of attempts at donor coordination in reform of the forestry sector in 
lndonesia describes the evolution and difficulties of coordinated efforts due to weak regulation, 
conuption and lack of accountability of the enormously powerful lndonesian forestry sector under the 
30-year Suharto regime. 

Despite this troublesome legacy, a number of donors worked in the forestry sector for more than ten 
years to promote best practices and encourage policy reforms in sustainable forestry and protected 
areas management From 1996 to 2000, the larger group of donors to lndonesia, called the 
Consultative Group on lndonesia sponsored a forum, the CGIF, for policy dialogue and donor program 
coordination and planning with the Department of Forestry. Though NGOs were excluded and the 
CGlF remained peripheral to the real decision-making processes on production forestry, it was 
nevertheless very iniportant in structuring donor assistance to deal with the catastrophic El Nit70 forest 
fires in 1997-98 and helping the department develop appropriate regulatory decrees to implement the 
forestry-related parts of the IMF economic reforms of early 1998. 

Under the World Bank's sponsorship, the CGlF remained active in promoting policy reform but was 
continually frustrated by the Forestry Department's reluctance to open up to reform. In early 2000, the 
CGI mandated a "Special Session on Forestry" and developed an 8-point plan that amounted to a 
virtual ultimatum to enact serious forestry sector reform or face a withdrawal of assistance, including a 
structural adjustment loan. 

Since that time, the lndonesian govemment has been in turmoil with rapid decentralization, frequent 
cabinet changes, and a steady deterioration in rule of law. This has frustrated donor efforts, now in the 
form of a smaller but more active Donor Forum on Forestry (DFF), to get the government to implement 
the &point plan. The history of the CGlF and the smaller but more active DFF underline the fact that 
demanding far-reaching political reforms, such as land tenure reform or dismantling the forestry 
industry over a short timeframe, is practically doomed to failure. 

The Department of Forestry was weak and lacking in credibility with other departments. such as 
finance and trade and industry, resulting in a number of policy reforms never even being addressed. It 
also failed to package its support through smaller initiatives with various deparbnents-as opposed to 
just the Forestry Department-to ensure that a number of small successes could build enough 
sonfidence and momentum to enable the successful tackling of larger, more political issues. And it 
hiled to insist on the involvement of a broader group of stakeholders, notably private sector 
:oncessionaires, forest community representatives, and NGOs-though it is also true that central 
~ovemment resisted this all the way. 

Finally and decisively, donors were not actually willing to reduce overall levels of financial assistance 
:o lndonesia as they had threatened they would. So, without a credible policy 'stick," efforts at serious 
.eform were much less likely to succeed. 

h e  urgency of the forestry crisis in lndonesia led to the DFF strategy of coordinated dialogue. 
4lthough it has had only limited success to date, the strategy has clearly been much more 
~olitically visible and successful than the previous uncoordinated approach. 
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Case 3.2 

Coordination and cooperation improve donor assistance to Central and Eastern Europe 

Cooperation and coordination among USAID and other donors in Central and Eastern Europe 
(CEE) during the mid-1990s led to more effective use of donor resources, enhanced the quality 
of assistance, and ensured that local policy-makers were not given competing or 
contradictory advice. The USAID-funded C4EP program in Poland provided several illustrations of 
effective cooperation and coordination. 

Between 1993 and 1997, C4EP worked collaboratively with several international donor organizations 
that provided assistance to Poland during its economic transition. C4EP advisors worked closely with 
the European Union PHARE program, complementing the EU legal advisor with environmental 
economics and policy advice to the Polish Ministry of Environmental Protection, Natural Resources 
and Forestry. In the Opole region, C4EP environmental economists assisted in the development of 
the design for a PHARE tradable permits pilot project for air emissions and subsequently sewed on 
the project's steering committee. Their economics expertise and specialized knowledge of tradable 
permits aided project implementation and final review of the analytical work. 

C4EP staff, concerned about the lack of transparency and accountability in project cycle management 
procedures of most Polish environmental funds, participated actively in a committee organized by the 
Environmental Action Program Task Force Secretariat (EAPS, located in the Environment 
Directorate, Non-Members Country Branch of the OECD) to develop best-practice guidelines for CEE 
and NIS environmental funds and vet these guidelines at an international conference in St. 
Petersburg, Russia, in 1994. The endorsement of the resulting St. Petersburg Guidelines by donors 
and environmental officials in CEE and the NIS bolstered C4EP in its efforts to assist Polish regional 
environmental funds in designing operating procedures that incorporated cost-effectiveness 
principles, environmental priorities, and transparent project selection. Efforts were aimed at fostering 
the discipline and decision-making skills necessary for the emergence of private capital 
markets, while also financing interim environmental investments. Subsequently, C4EP hosted 
an international conference on project cycle management, where the procedures developed for 
the Krakow Regional Fund were presented as well as other models from the region. Follow-up efforts 
of the EAP Task Force and the Regional Environment Center have resulted in the dissemination of 
information derived from experiences of the more developed CEE funds to the newer CEE funds and 
NIS funds. In many cases, these older CEE funds have directly assisted these other CEE and NIS 
funds, hosting study tours and providing advice on fund operations. 

The dynamic benefit of cooraination appears not only between USAID and other donors, but also 
among USAlD program implementers. For example, in Poland, the USAID-funded C4EP and 
~nvironmental Action Program Support (EAPS) projects worked jointly on two aspects of 
environmental finance: policy development and project packaging. This collaboration's success was 
highlighted in a recent USAlD review of the EAPS project. One outcome was the Environmental 
~ h a n c i n ~  Sourcebook that was prepared for Polish industry and municipalities seeking financing for 
environmental projects. The book provides detailed information on a variety of funding sources, 
including project selection criteria and funding levels. Praised as the first compendium of its kind, the 
publication has been widely distributed in Poland. 



Chapter 2: Policy Dialogue 

Policy dialogue is an important management tool that can be applied at all stages of the policy 
process. At each stage of the process, the dialogue's form and participants may vary. It may take 
place in a variety of forums, employing different means for facilitating the exchange of ideas, 
information, analytical results, and policy options, approaches, and tools. Dialogue also 
contributes to the transparency and effectiveness of decision-making in the environmental policy 
arena. In this chapter, the lessons learned on policy dialogue are presented, along with six 
illustrative case studies. 

Lessons 

I C a s e 4 ~ u s  efforts to involve and better address concerns of all stakeholders: Gender and the 1 
I I ~olicv process in natural resource management in Asia~ I 

ECase 1 The importance of local institutions: IMAZON in Brazil I 

Case 4.2 

Case 4.3. 

Opportunistic policy dialogue: Shifting the focus to capitalize on contextual change and 
structural transformation in Niger 

Forest policy dialogue in a variety of forms and settings in Africa and Asia 

Case 5.1 

Case 5.2 

Sharing international experience enhances policy dialogue to improve water quality in 
Romania 

Interactive water policy dialogue in Egypt 
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Lesson 4: Policy dialogue must adapt to specific political, economic, and 
cultural contexts 

What has been learned 

Policy dialogue is a key mechanism for exchanging information at each stage of the policy 
process. To be effective, dialogue must take place in various settings with diverse parties 
participating. Policy dialogue in the form of meetings involving senior government policymakers 
may fail to reflect the range of contexts that are critical to the success of policy reforms. 
Policymakers need to be encouraged to engage these other interests in dialogue. For donors and 
their advisors to participate in and facilitate policy dialogue, they must be familiar with specific 
political, economic, and cultural contexts. Such knowledge may be gained by partnerships with 
local organizations and experts. By strengthening partners in the mechanics of dialogue and the 
analytical methods used to diagnose problems and evaluate policies, encouraging the 
involvement of partners, and relying on partners to articulate policy contexts, donors may have a 
more effective voice in dialogue. 

Key underlying issues 

Understanding local interests. Diverse factors-including government platforms, private-sector 
interests, specific political agendas, and grassroots concems--drive the political process, 
particularly in many developing and transitional economies. It may be difficult for donors or 
other outsiders to understand how decisions are made and how they affect local stakeholders. To 
better understand the local contexts and participate more effectively in policy dialogue, donors 
can rely on local organizations and experts to provide background on local issues and anticipate 
changes. For example, in Asia the FA0 organized a series of workshops to better understand the 
roles men and women play in natural resource use (Case 4.1). 

Adapting dialogue to changes in context. Changes in the political, economic, or cultural context 
for policy reform can alter the policy dialogue. Dialogue needs to involve different players and 
requires revised analysis of policy options. Changes in economic factors such as market prices, 
new uses of natural resource products, or changes in inflation or exchange rates can alter the 
value of land and the natural resource base it supports (Case 4.2). 

Cost effectiveness and minimal disruption of the development process, both critical to 
reconciling environmental concerns with economic objectives, require flexible instruments and 
compliance schedules. Tools and instruments that have a successful track record in one place 
may require significant tailoring and adjustment in another legal and cultural environment. 
Participants in policy dialogue must understand how local conditions differ from those where the 
experience was gained, and they must be willing to adjust in midstream. 

Informal information exchange. In addition to customary channels of accessing government 
officials, other avenues of policy dialogue have great impact. Round-table discussions that bring 
together officials from various government ministries can effectively build consensus on the 
elements of a legislative proposal before laws are drafted. This technique was effective for 
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development of Romania's 1996 water law (Case 5.1). Exchange programs among countries 
have had great success in allowing policymakers to view a proposed policy in action. In recent 
years, several forestry exchange programs involving China, India, Kenya, and Nepal, among 
others, resulted in increased policy dialogue and publications that influenced policymakers in 
other countries as well. 

Using local institutions. Cooperation with local universities and other policy institutions can 
benefit any policy advisory program. This interaction often takes place through informal 
brainstorming sessions: a classroom can become an informal forum for policy dialogue when a 
training course involves various players in the policy process, providing a less intimidating and 
more open environment for the exchange of ideas. This is evidenced by a recently developed 
postgraduate course in environmental economics at Warsaw University that brings together 
professionals from national environmental funds and Poland's Ministry of Environmental 
Protection, Natural Resources, and Forestry, among others. 

Innovation in community involvement. Local communities and NGOs can contribute greatly to 
policy dialogue, and the work it takes to design innovative ways of involving the public is well 
worth the effort. A variety of communications techniques can be used to overcome literacy 
barriers or bring together stakeholders whose interests are normally in conflict (Case 4.3). 

Nurturing local expertise and institutions. Local institutions can play an important role in 
policy dialogue and exercise substantial policy influence. Where those institutions are weak, the 
task of strengthening them may fall to donor agencies. Typically, this requires several years of 
support consisting of training, technical assistance, and financing. Once established, local 
institutions are often highly effective agents of policy change. For example, national institutions 
with established credibility can carry out studies that bear on policy issues, and policymakers and 
key stakeholders will trust their findings. In Belim, Brazil, the Institute do Homem e Meio 
Ambiente da Amazonia (Institute for Man and the Environment of the Amazon, or I W O h q ,  
has carried out high-quality research for a number of years and provided technical assistance to 
the wood-products industry. The institute has acquired a solid local and national reputation, and 
the World Bank has found it advantageous to cooperate with IMAZON on policy initiatives of 
mutual interest (Case 4.4). 

Web of relationsf~ips. Dialogue at each stage of the policy process usually takes place for a 
specific purpose in the context of a specific issue-water supply, garbage collection, 
environmental liabilities arising fiom privatization. However, the context of the policy dialogue 
is usually much broader, encompassing legal and institutional factors beyond the co&es ofthe 
narrowly defined issue at hand. While shortcut solutions can help to avoid larger systemic 
problems affecting the current issue, policy change has its greatest potential for sustainable 
impacts when it systematically addresses the broader underlying causes of environmental 
problems. For example, environment-related financial liabilities in bansitional economies such 
as Hungary, Poland, and Romania have been dealt with in the short term through indemnification 
of investors and enterprise discounts. However, the policy process and dialogue continued at a 
higher level to introduce liability legislation, environmental assessment requirements, escrow 
accounts, and even reform of privatization laws. 
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Programmatic implications 

1. To ensure that the various contexts are reflected and considered in the development of policy 
reforms, policy dialogue should involve a diverse set of players. However, dialogue may be 
unwieldy if there are many different interests at play. Participation panels and focus groups 
may provide effective mechanisms for capturing these interests, with NGOs or other 
organizations designated to synthesize the results of such discussions and represent them in 
policy dialogues with governmental policymakers. 

2. Donors can participate more effectively in policy discussions by forging partnerships with 
local universities. NGOs, and local experts. These partners can articulate the various contexts 
and anticipate changes in contexts. While these local groups and experts can be valuable for 
their knowledge of local contexts, they may benefit from capacity-building activities that 
acquaint them with policy dialogue mechanisms and the use of analytical methods in the 
policy process. 
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Case 4.1 

FAO's efforts to involve and better address concerns o f  al l  stakeholders: Gender and the policy 
process in natural resource management in Asia 

A series of policy dialogues conducted by the FA0 resulted in  the restructuring of forestry 
projects to account for differences in  gender, culture, and socioeconomic conditions. 

In the early 1980s, assistance to developing countries focused attention and resources on women and 
forestry-and brought the realization that women had different needs and requirements for natural 
resources than men, even though they had complementary roles in their families and communities. To 
account for these differences, the FA0 undertook a program in Asia to promote dialogue and 
stimulate input from policymakers and training institutions. 

The FA0 selected eight forestry projects from six Asian countries; all involved local participation 
components and cooperative project managers. Each study team included a member from a local 
social science group who had worked with gender issues, a member from a training institution, and a 
technical advisor who- helda high-ranking policy-level post in the forestry sector. The following steps 
were taken in each country: 

Specialists in gender and training with representatives from the FA0 made a field visit to each 
project and established dialogue with project staff. 

Gender and training specialists from each country attended a workshop on writing participatory 
case studies, drafted an analysis framework, and designed project studies. The framework included 
questions in four areas: (1) The development context-what is getting better and what is getting 
worse? (2) Women's and men's activities and roles-who does what? (3) Women's and men's 
access to and control over resources--who has what and who needs what? And (4) Foresby 
actions needed-what should be done to close the gaps between what women and men need and 
what development delivers? 

Frequent meetings for each national team identified activities that failed because of lack of 
understanding of gender differences. For example, when a man discussed his community's tree 
needs with project staff, the staff produced a large number of seedlings. But the women- 
responsible for planting and watering seedlings-had not been notified in advance of the seedling 
delivery. They were unable to change their daily chores to accommodate the added work. so the 
seedlings died. The next attempt included both women and men in the discussion, and the new 
seedlings had a high survival rate. 

At a second workshop. specialists in gender and training evaluated their research and developed a 
plan. The case studies differed greatly, showing that project effectiveness necessitated factoring in 
the sociopolitical environment In Thailand, three different ethnic groups in one project area each 
had verv different roles for men and women. In Bhutan. the issue was whether to k e e ~  the 
traditioial gender equality in the face of projects that appeared to introduce inequality: The studies 
showed that misconceptions about gender roles could be disastrous to project outcomes. 

Further workshops established ways to incorporate gender information in future training, in 
participating projects, and in the ministries. Videos, case studies, training materials. and policy 
discussion papers were developed. 

The FAO's substantial investment in this activity resulted in related institutions helping to train local 
ministries, international agencies, and NGOs and assisting with other projects. Forestry officials have 
been focal points for support of gender analysis. 
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Case 4.2 

Opportunistic policy dialogue: Shifting the focus to capitalize on contextual change and 
structural transformation in Niger 

In Niger, new opportunities for trade in forest products combined with the devaluation of local 
currency shifted the dialogue from sustaining subsistence production to promoting 
economically viable agricultural and forest operations, simultaneously involving different 
groups of stakeholders in the process. 

Since the 1980s USAlD and the World Bank have engaged in a policy dialogue on sustainable natural 
resource management with the government of Niger. The initial dialogue stressed process reforms 
for open markets, removal of price controls, improved access to agricultural production inputs, 
community resource management rights, legislation (including resource tenure), and public 
and private rights and responsibilities. Specific issues have included the right to form local 
cooperatives to manage and market forest products, the establishment of secure resource tenure as 
an incentive to invest long-term and ensure sustainability, the institutionalization of progressive 
changes in the role of forestry agents to reinforce a shift from repression to extension, and changes in 
the forestry c6de that move away from pure state ownership (with enforcement by paramilitary armed 
forestry agents) toward defined community management rights over the terroir villageois (village 
commons). This policy dialogue focused largely on internal reforms, stressing the sustainability of 
subsistence production, and was geared more toward self-sufficiency than commercial production and 
exchange. 

The evolving context for natural resource management in  Niger has necessitated changes in 
the ongoing policy dialogue to capitalize on new opportunities. The necessary internal reforms 
were insufficient, and adjustments in  the broader economic and demographic environment 
addressed new issues. 

First, parallel programs supported by USAlD and the World Bank (including the Forestry and Land Use 
Planning project at Guesselbodi and its subsequent extensions) showed new potential for trade in 
forest products (primarily firewood and fodder) to create financial incentives for sustainable forest 
management. Concurrently, NGOs such as the Sudan Interior Mission, CARE, and Africare were 
experimenting with agroforestry programs that yielded both forestry and agricultural benefits. Added to 
this mix was the long-term success of the USAID-supported Majjia Valley windbreak program, which 
showed slow but steady gains over 25 years with widespread and measurable impact. The sum of 
these experiments provided new insight into what rural producers wanted and what policy initiatives 
were needed in Niger. 

Second, core economic and governance equations changed. In March 1993, Niger ended 33 years of 
authoritarian and single-party rule with its first democratically elected government. In January 1994, 
the overvalued CFA franc, long cited as an insurmountable obstacle to economic development, was 
devalued by half. Also, the process to clarify and formalize resource tenure moved into full 
swing after 1991, changing the stakes for rural resource access and altering economic options 
for resource management. Under conditionality agreements with USAlD and other donors, 
Niger committed itself to  major structural reforms in agricultural marketing, natural resources, 
health delivery systems, enterprise development, and other areas. 

While a coup d'ktat in January 1996 caused a setback, overall the trend remains positive and 
imuressive, with strong evidence that some 400,000 rural producers have adopted improved natural 
reiource manageme$ techniques over the last five years. 
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Case 4.3 

Forestpolicy dialogue in a variety o f  forms and settings in Africa and Asia 

Building mutual understanding of terms and concepts, strengthening communications, and 
basing options on adequate information are crucial to  policy dialogue. A variety of creative 
examples appear in a number of countries at formal and informal levels. 

In 1994, professional community forestry workers in East Africa, horrified by strong-arm tactics used 
to remove residents from recently expanded parks and reserves, designed an exchange. As part of the 
Forests. Trees, and People Programme (FTPP) network and aware of people involved in Indian Joint 
Forest Management, they used their budget and contacts to take policymakers from the region to 
India. Later, Kenyans also visited projects in Nepal. According to East African FTPP reports, this 
experience opened national and regional dialogues on the topic and stimulated local forest 
management efforts in Tanzania, Uganda, and Kenya. 

A dialogue between community representatives and local foresters was also opened in Nepal. A 
representative of the government of Nepal who was on the evaluation team of a community forestry 
project concluded that perhaps the most important activity had been community visits. Teams 
composed of local forestry officers and village leaders traveled together for several days studying 
activities in other villages. One village leader remarked that he had never seen the forester before and 
had been afraid to enter his office, but now he would know to whom to go for help in getting community 
forest land registered-and the foresters would now understand their problems better. 

A similar event was organized in Mali where local communities reported feeling afraid of foresters and 
of being in the forests. The government of Mali organized a festival in the forest with food, games, and 
entertainment. After several of these events, villagers reported that they enjoyed getting to know the 
foresters, and forestry officers reported it had become much easier to learn about the local situation 
and collaborate with villagers. 

Obtaining adequate understanding of local situations to initiate effective policy dialogue requires 
particular effort. In Laos, an FA0 policy support team concerned over suggested policies on 
immediate settling of shiffing cultivators, funded a rapid ~ r a l  appraisal. Policymakers on the team went 
to the communities to see field realities firsthand before writing policy. In developing tools for studying 
gender issues in relation to forestry projects in Asia, high-level forestry officials were hired as technical 
advisors. The teams reported that having these officials involved in analyzing the information created 
positive support at the policy level for future gender-sensitive activities. 

From Tanzania comes another example of supporting policymakers with relevant information on local 
situations and perceptions. Since the Masai people are largely illiterate, they needed a tool other than 
the written word to use to communicate with policymakers. A community forestry project taught the 
participants how to make and edit their own videos, and one Masai community decided to record its 
resource management strategies. On the day scheduled to make the video, the community was 
mnfronted with a new document describing policy changes regarding land ownership. The Masai. who 
neither understood the document nor felt it upheld their interests, expressed this to policymakers in the 
video. While misunderstandings existed on both sides of the issue, the video helped the Masai present 
their perceptions to the government, resulting in a more equitable dialogue. 
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Case 4.4 

The importance o f  local institutions: IMAZON in Brazil 
-- 

To participate effectively in  policy dialogue, local institutions need access and skills. The 
Brazilian-based organization IMAZON offers an excellent example of the contribution that local 
institutional development makes to environmental policy reform if it receives and capitalizes 
on capacity-building assistance from the donor community. 

Over the years, IMAZON has received support from USAlD and various other donor agencies and 
private foundations. The institute has acquired a solid reputation for research in a number of fields. 
including the recovery of deforested lands and other disturbed environments and the microeconomics 
of logging, ranching, and other activities in the eastern Amazon. This success in large part reflects the 
efforts of Christopher Uhl, an ecology professor at Pennsylvania State University who worked at 
IMAZON for several years beginning in the late 1980s. He mentored more than a dozen young staff 
members, most of whom have completed postgraduate studies in the United States. 

IMAZON does not confine itself to research. As a'result of field studies, staff members have gained 
credibility with the private sector, local government, and other key actors in the eastern Amazon. In 
addition to being disseminated in scholarly journals, findings form the basis for local technical 
assistance initiatives. For example, IMAZON personnel work with loggers to diminish the resource 
waste and adverse environmental impacts that can result from timber harvesting. 

IMAZON has also begun to have an impact on policy formulation. Under a contract from the Pilot 
Project to Save the Brazilian Rainforest (administered by the World Bank and funded by the G-7 
industrial nations to assess forestry activity in the Brazilian Amazon), the institute completed the first 
comprehensive view of the regional wood-product industry. IMAZON also has prepared a short 
document, in cooperation with the Ministry of the Environment, the national congress's environmental 
committee, and other agencies, in which anticipated courses of development in the Brazilian Amazon 
are plotted out for various policy scenarios, including the current policy vacuum. 
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Lesson 5: Progress in promoting policy reforms is enhanced by flexible policy 
dialogue 

What has been learned 

The policy process is often bogged down when policymakers and stakeholders are unable to 
reach agreement on specific issues. Most often this occurs at the design stage, but it may also 
occur at other stages throughout the policy process. For example, it may bedifficult to initiate 
activities to design policies if there is not a shared new on the nature of problems. Policy 
dialogue can play an important facilitation role in advancing the policy reform process, provided 
that the types of venues and mechanisms it encompasses are flexible. 

Key underlying issues 

The nature of dialogue. Dialogue is a key management tool in the policy process, involving 
such activities as formal hearings, facilitated negotiations, informal meetings, workshops, and 
conferences. Dialogue may involve multiple, simultaneous activities. For example, while general 
issues might be vetted in large meetings with many interests represented, policymakers may need 
to resolve the most controversial issues in one-on-one meetings with a stakeholder group or 
another government agency. 

Selecting the form of dialogue. A key challenge for policymakers is deciding what form of 
dialogue is best suited for discussions to overcome obstacles in the policy process. Issues to 
consider are the type of venue, who should organize the dialogue activity, whether there is a need 
for professional facilitation, and who should participate. To make these decisions, policymakers 
must first assess the obstacles to determine what the goals of the dialogue activities should be 
and what additional preparatory work might be needed to improve the likelihood that the 
dialogue will remove obstacles. 

Involving neutralparties. In some cases, the success of policy dialogue depends on who 
organizes or facilitates the activities. A neutral party such as a university institute, an NGO, or 
even a donor may be better positioned to host meetings or workshops that bring together 
policymakers and stakeholders. If the goal of the dialogue is to reach agreement on specific 
provisions of policy reforms, it may be beneficial to involve an independent facilitator or arbiter 
to convene such activities. 

Drawing on international experience. In many instances, proposed policy reforms involve 
approaches or instruments that have not been previously considered or adopted in the host 
cb&try, but for which there is considerable international experience. policy dialogue may 
provide an appropriate forum for sharing international experience with policymakers and 
stakeholders and overcoming resistance to new approaches, as shown by the development of a 
new water law in Romania. Through a long process of exchange and interaction by U.S., U.K., 
and French experts with Romanian decision-makers and stakeholders, new concepts and 
institutions-such as "beneficiary pays," full-cost pricing, and river basin commissions-were 
established in Romania to improve water management and increase cost recovery (Case 5.1). 
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Preparing for dialogue. Policy dialogue can be used to introduce or familiarize stakeholders and 
policymakers with new instruments or analytical tools for evaluating policies. To improve the 
effectiveness of dialogue in such cases, preparatory activities may be necessary to adapt policy 
instruments to local conditions or provide an analytical framework that can be used to analyze 
proposed policies. Such preparatory work may be necessary to better focus discussions and 
anticipate potentially controversial issues such as what the potential impacts, positive and 
negative, might be. For example, teams made up of Egyptians and Americans collaboratively 
designed and carried out research to ascertain cost-effective water conservation measures. 
Without a technical approach to on-farm water conservation, which combined U.S. experience 
with local knowledge of farm practices along the Nile, water savings would have been 
overestimated and would have misguided discussions of policy options (Case 5.2). 

Programmatic implications 

1. Rapidly changing conditions in developing and transitional economies make the 
effectiveness and sustainability of policy dialogue dependent on flexibility in the mode, pace, 
and level of dialogue reflecting local ci~cumst&ces &d lessons learned. - 

2. A clear specification of the goals of dialogue, as well as elaboration of the problems or 
obstacles to be addressed and resolved, will be beneficial to the design of policy dialogue 
activities. 

3. Embedding flexibility in technical assistance programs, both in process and in content, 
ensures relevance and effectiveness and may enable these programs to better facilitate 
requests to contribute to dialogue activities. 
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Case 5.1 

Sharing international experience enhances policy dialogue to improve water quality in 
Romania 

-- 

As Romania engaged in efforts to improve water management during its transition to a market 
economy in the 1990s, policy dialogue featuring international experience and expertise helped 
policymakers identify and reach consensus on appropriate models. This led to passage of the 
1996 Water Law, based on the principle that the beneficiary pays and designed to move Romania to 
fullcost pricing of water services. 

In the Communist era, piped water in Central and Eastern Europe was unpriced or underpriced, 
unmetered, and sometimes unavailable from suppliers who were not accountable and not responsive 
to household preferences or local conditions. With decreasing central budget allocations and 
inadequate revenue generation, suppliers had no funds to repair or expand water supply and 
distribution systems. Subsidized prices and unmetered systems also resulted in excessive water use 
and waste-and the overall deterioration of water service. 

In Romania, the C4EP project organized policy dialogue events to examine options, develop the new 
Nater law, promote its passage, and support its implementation. To initiate the dialogue, a roundtable 
featured foreign experts who presented water management models from the Unitedstates, the 
United Kingdom, and France. The Romanians then considered which aspects of the various models 
~ o u l d  be most appropriate for their situation and used this information to drafl the new legisiatbn. 
The roundtable process also facilitated the development of a consensus among stakeholders and 
decision-makers. 

The new law deals with finance, accountability, and decentralization. Accountability and 
decentralization will be enhanced by community river basin committees with the power to set priorities 
lor and approve all water projects in their area. The basin committees include locally elected officials 
and water consumers and producers. Public participation is mandated and protected under the law, 
as is freedom of information. A series of public debates held around the country reviewed the draft 
:hatter for the river basin committees, and public comments were incorporated during a threeday 
nternal roundtable to finalize the regulations. 
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Case 5.2 

lnteractive water policy dialogue in Egypt 

Appropriate and credible analysis combined with a strong effort to develop a broad-based 
consensus through policy dialogue led to acceptance of controversial findings within the 
irrigation and water policy community of Egypt. 

Significant policy change often requires thinking about old problems in new ways, as experience in 
Egypt's Ministry of Public Works and Water Resources (MPWWR) shows. Until recently, the 
development strategy in Egypt focused on increasing the productivity of irrigated agriculture to close 
the food gap, make the desert bloom, and provide employment for a rapidly growing population. 

As Egypt approached full development of its share of Nile waters, meeting these objectives required a 
move away from extensive development of an increasingly scarce water resource to conservation and 
more efficient water use. Using a technical approach, the government sought to improve on-farm water 
efficiency and expand irrigated areas. However, research and experience in the western United States 
had shown that improving the efficiency of on-farm water management might conserve water at the 
farm level without conserving any freshwater at the river basin level. If this happened, real water 
savings would be illusory. 

This insight presented researchers and policy analysts in the ministry with two important issues: first, 
determining which improved on-farm water efficiency measures actually saved freshwater, and, 
second, making policy changes based on these findings. Unless both of these areas were successfully 
addressed, substantial resources might be wasted trying futilely to save water. 

To address these issues, a substantial collaborative Egyptian-American research program on the 
Egyptian Nile designed and carried out a large number of studies to identify (1) the remaining 
conservation potential, (2) where water could be saved, and (3) how water could be saved most 
effectively. Study results showed that potential savings were much smaller than previously estimated, 
though they identified which on-farm water efficiency improvements actually saved water and 
determined that the MPWWR's nascent drainage reuse program was highly cost-effective. 

Effective communication and acceptance of these findings within the irrigation and water 
policy community were achieved as a result of numerous workshops, seminars, and briefings 
to report on progress, findings, and policy implications of the highly targeted applied research 
program. In addition, policy proponents secured high-level support within the MPWWR for the 
research program and involved senior officials within the ministry and in the rest of the government in 
dialogue to build a broad-based consensus. 



Chapter 3: Getting the Timing Right 

It is an obvious point that timing-whether the time horizon of a policy or the timing of actions 
and events throughout the environmental policy process-is a key element of this or any political 
process. The timing of participation of key players is particularly important to achiev~g 
successful policy enactment and reform. And, because time horizons for passing laws and 
regulations and designing and implementing related policies vary, both persistence and patience, 
knowing when to press forward and when to relent, are complementary--not contradictory- 
qualities in achieving success. 

Lessons 

South Korea's environmental management capabilities improve two decades after 
legislation 

Case 6.2 

Case 6.3 

I case I Window of opportunity opens to test market-based air pollution policies in Almaty, 
Kazakhstan I 

Reforming institutions offen takes longer than finding technical solutions: Solid waste 
collection in Machala, Ecuador 

Start small for early successes: A bite-sized approach to tradable permits in the Czech 
Republic 

Case 7.1 

Case 7.2 

Political change provides stimulus for environmental policy and institutional reform in Sri 
Lanka 

Officials in 10th of Ramadan City, Egypt, involve stakeholders at early stage to develop a 
municipal environmental management system 
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Lesson 6: Policy change is not a "one-shot event" but a continuing process 

What has been learned 

Policy reform is an evolving, multistage process that requires patience and perseverance. As 
soon as the most obvious obstacles to efficient resource use or better environmental management 
are removed, other constraints appear. Quick results do not ensure sustainability. At the same 
time, the absence of policy change, despite sustained actions at a particular stage complemented 
by policy dialogue, does not necessarily equate to failure. The policy process is characterized by 
incremental changes, unanticipated delays, and sluggish implementation. To support such a 
process, donors must malce a long-term commitment to support and sustain policy and the 
institutions that implement policy. Donors must develop comprehensive and integrated programs 
employing a range of targeted delivery mechanisms to overcome policy barriers and strengthen 
institutions. Periodic assessment of progress is essential to target resources and make 
adjustments in the assistance program. 

Key underlying issues 

Thepace of reform In developed and developing countries alike, the process of introducing 
environmental regulations-beginning with the assessment of problems, through development of 
legislation, and finally to implementation-has sometimes taken years. Even more time is 
needed to achieve environmental goals. Legislation has often gone through more than one 
iteration in response to unforeseen problems or because of shifts in policy objectives or the types 
of policy instruments used to achieve environmental goals. Similarly, the development of 
implementing institutions takes time. In many countries, the initial response to environmental 
problems involves the establishment of environmental health units in existing ministries, 
followed by the creation of environmental ministries or agencies and associated local and 
regional agencies to carry out monitoring, inspections, and enforcement. Chronic problems have 
plagued the process of building capacity in environmental institutions, including frequent 
restructuring of existing institutions with changes in government, budget shortfalls, staff 
turnover, and lack of resources for training and equipment to facilitate inspections and 
enforcement. As illustrated in Case 6.1, South Korea's efforts to develop environmental 
legislation and institutional capabilities spanned two decades. 

Long-term engagement. While some policy assistance may be effective even if provided for a 
limited time, national support of the environmental or natural resource sectors will require a 
long-term commitment, characterized by frequent assessment of the pace of reform and 
effectiveness of assistance efforts. Changes in delivery mechanisms may be needed, and 
flexibility on the part of the donor is required to respond to legitimate requests from partners. 
The need for sustained engagement is demonstrated by the case of garbage collection in 
Machala, Ecuador. The solution of the technical issues of garbage collection in crowded slums 
brought out more formidable legal and institutional impediments, and resulting reform in turn 
required more than one legislative act. Only through sustained policy dialogue with local groups 
by USAID, the German agency GTZ, and other parties were a series of constraints-many of 
them unforeseen-removed and solid waste collection improved (Case 6.2) 



Environmental Policy Lessons Learned ,May 2002 

One step at a time. In developing and transition economies, donors should carellly evaluate 
political and environmental conditions before proposing radical policy changes. Faced with 
dramatically different or locally inappropriate options, policymakers may dismiss their options 
and become disinterested in change. Long-standing political and cultural traditions naturally 
have an impact on government receptiveness to new policy proposals. Outside advisors, while 
prepared and well intended, cannot always assess all circumstances and can be more effective by 
teaming with qualified local professionals. Advisors will be more credible and demonstrate an 
understanding of local conditions and the policy process by proposing policy reform in "bite- 
sized" pieces. "Jumping right in" has a track record of failure, whereas a step-by-step approach is 
often greeted with greater receptiveness, as exhibited by the C4EP project in the Czech Republic 
(Case 6.3). 

Working simultaneously at different stages of the process. Policy analysis and dialogue must be 
sustained throughout the process. Issues often emerge at one stage that were not foreseen at the 
previous stage and most commonly occur between design and implementation. In some cases, 
problems that arise can be dealt with at the cunent stage of the process while in other cases it 
may be necessary to return to a previous stage. USAID long-term resident policy advisors in 
Eastern Europe and the former Soviet Union engaged in policy dialogues with local counterparts 
that extended &om issue identification through legislation drafting and instrument design to 
implementation where sustained engagement addressed practical difficulties found in forest 
auctions in Romania and emission trading in Almaty, Kazakhstan. This led to critical 
adjustments that increased the effectiveness of the policy changes and established credibility that 
helped gamer legal support for engagement in larger issues. 

Programmatic implications 

1. Policy programs will be more effective if they allow enough time for key constituencies to 
become involved, evaluate options, and become participants who feel they have been brought 
into the dialogue. 

2. Policy advisory programs should recognize the need for a step-by-step approach to policy 
dialogue and design activities accordingly. A process based on education, analysis, 
discussion, and involvement should be designed at the outset. By contrasf plans for radical 
change are often unrealistic. While the short-term results of a step-by-step approach may be 
limited, the long-term impact is likely to be far greater. Policy proposals that are built on a 
firm foundation of analysis and dialogue have much greater chance of being widely accepted. 

3. The capacity for regular and routine policy analysis leading as needed to policy adjustments 
must be built into technical assistance programs to increase their effectiveness and ensure 
that the process is sustainable. 

4. The capacity for sustained policy change must be built into technical assistance programs to 
increase their effectiveness, ensure their sustainability, and elevate the policy analysis and 
dialogue through increased credibility. 
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5. In some cases, it may be possible to reach consensus fairly quickly on policy reforms. Small lo 

victories can provide the groundwork for building consensus on more controversial reforms 
later. 

U 
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Case 6.1 

South Korea's environmental management capabilities improve two decades after legislation 

Spurred by two highly publicized environmental accidents, South Korea was able to fulfill the 
mandate for environmental management but not until nearly two decades after the passage of its 
first environmental law, the Environmental Preservation Act, in  1977. 

The Environmental Preservation Act established a broad regulatory framework for setting standards and 
protecting the environment. Initially, an environmental management bureau was created in the Minisby 
of Public Health, but it was subsequently upgraded to a sub-cabinet environmental agency in 1980. Six 
regional environmental offices were established in 1987, but neither local authorities nor regional offices 
engaged in much inspection or enforcement activity. 

Wth democratization and increasing public concern over the quality of the environment, a Ministry of 
Environment (MoE) was installed in the cabinet in 1990, followed shortly by landmark environmental 
legislation endorsing the "polluter pays" principle and establishing joint iiability for pollution damage. 
Following a serious pollution incident in the Nakdong River in 1991, additional legislation was enacted to 
provide for criminal sanctions for some environmentally harmful actions and to require environmental 
assessments. 

Despite the creation of an excellent set of laws and expanded institutional capacity, implementation 
continued to lag behind legislative intent in the early 1990s. A second pollution incident in the Nakdong 
River in 1994 resulted in a strong public outcry and the resignation of the minister and a vice minister in 
MoE and the resignation of the chairman of the corporation responsible for the spill. Public pressure 
and expanded regulatory capacity (a fourfold increase in staff and more than doubling o f  the 
budget between 1980 and 1994) appear to have resulted in  improved industrial environmental 
performance and improved ambient air quality for several criteria air pollutants (SO2, NO,, TSP, and 
CO). 
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Case 6.2 

Reforming institutions often takes longer than finding technical solutions: Solid waste 
collection in Machala, Ecuador 

lnstitutional reform is often a long-term process that requires more perseverance and patience 
than finding the technical solution to an environmental problem. Deficient solid waste services, a 
major concern throughout the developing world, are often provided by unionized municipal agencies 
that do not collect, transport, or bury garbage efficiently. Slum dwellers often shoulder the burden of 
inefficiency in the form of uncollected trash left to accumulate in streets and vacant lots. 

Along with the German agency GTZ, USAID has supported the improvement of solid waste services in 
Machala. Ecuador, a port city with a population of 200,000. Technically, initiating reliable garbage 
collection in slum neighborhoods, where half the municipal population resides, was simple. Working 
with local people, GTZ and USAID advisors quickly determined that large tricycles equipped with a 1 
cubic meter box could circulate easily in areas that are impassable for motorized vehicles. 

In contrast, it has taken much more effort to overcome the legal and institutional impediments to 
improved trash collection. In 1993, the Machala city council founded an autonomous municipal solid 
waste enterprise that, many hoped, could contract immediately with private service providers. 
However, more than a year passed before it became clear that the best way to proceed was to 
establish a community-based micro-enterprise holding a single-service contract. Not until 1996 was 
the micro-enterprise fully operational, with approvals from several governmental agencies and a bank 
loan to finance equipment purchases. 

Better environmental se~ices-garbage collection in this case--almost always demand more 
than a technical solution. lnstitutional reform, which is generally essential for lasting 
environmental improvement, involves much more than a single legislative act. Had USAID, GTZ, 
and other interested parties failed to work with local counterparts to resolve all impediments to reform 
as they arose (many of them unexpectedly), garbage would still be piling up in Machala's 
neighborhoods. 
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Case 6.3 

Start smali for early successes: A bite-sized approach to tradable permits in the Czech Republic 

Legal and institutional reforms take time and often involve controversial measures that require 
long-term support. This case from the Czech Republic shows how an incremental approach built 
momentum for more extensive reforms with a set of initial improvements, allowing reformers t o  
gain support and understanding of more controversial measures over time. 

During 1994-97, C4EP worked with the Czech Ministry of Environment on policy development for air 
pollution control. Initially, C4EP evaluated various policy options for air pollution control, based on 
interviews with policymakers and an analysis of available air emissions data. A report was prepared 
outlining the pros and cons of various options, including revisions to the charge system, pollution permit 
trading, and fullcost pricing of energy and energy inputs. While reaction to the report was positive, 
some policymakers hesitated to adopt the recommendations despite the projected economic benefits. 

This hesitancy reflected, at least in part, the degree to which some of the proposals represented 
radically different policy approaches for the Czech Republic. Fullcost pricing of energy and energy 
inputs, though efficient from an economic standpoint, was a radical, and hence controversial, departure 
from historically subsidized energy prices. A program of tradable air pollution emissions permits relied 
on the creation of a well-functioning market for the buying and selling of permits, similar to the nascent 
Prague stock exchange, the success of which was still being evaluated. Other potential programs 
required legislative changes. 

Seeing some of these roadblocks, C4EP adopted a step-by-step approach. For the option of tradable 
emissions permits, C4EP and the Ministry of Environment established a pilot project that simulated 
trading in a particular area of the Czech Republic. Through computer modeling of trades using actual 
cost data from thirty facilities, the project demonstrated two key points: first, that a small-scale market 
for trading could be established by natural supply and demand among the facilities; and, second, that 
cost savings of at least 15 percent could be realized through trading as an alternative to all facilities 
meeting a specific emissions standard. 

In addition to the pilot project, C4EP cooperated with the US. Energy Association (USEA) in 
sponsoring a study group from the Czech Republic to observe US. trading programs. Czech experts 
also attended USAID regional conferences on tradable permits sponsored by C4EP and US- all of 
which helped to contribute to an understanding of these programs. 

More recently, the Czech Ministry of Environment has expressed a wtllingness to consider intra-tirm 
trading, an initial step toward possible permit trading on a larger scale in the future. The inclusion of 
language allowing for tradable permits was considered in air legislation being prepared for 1998. 
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Lesson 7: Timing is everything 

What has been learned 

Effective policy assistance is demand-driven, responsive to local interests, needs, and timing. 
Natural or human-made events can create an almost instant demand-targets of opportunity-for 
policy analysis and dialogue on the part of policymakers. Conversely, before policymakers and 
stakeholders express serious interest in policy change, attempts to engage on policy issues rarely 
result in success. On the other hand, if donors or their assistance partners anticipate the types of 
constraints or stakeholder resistance to reforms that may come to the forefront later in the policy 
process, they may be able to overcome these hurdles by involving implementers and key 
stakeholders early in the process. 

Early involvement of implementers and key stakeholders can be valuable in identifying and 
addressing impediments and developing a policy that will work; the resulting policy is more 
likely to receive the commitment needed at the later stage of implementation. 

Key underlying issues 

Unforeseen events. In many countries, the development of environmental management 
capabilities was triggered by highly publicized environmental spills or disasters (such as in India 
or Japan). These events raise public awareness and expose weaknesses in government programs. 
Although the pace of reforms in South Korea was sluggish, two significant environmental spills 
had a catalytic effect in increasing the public's demand for more effective environmental 
management (Case 6.1). Targets of opportunity dramatically increase the interest of 
policymakers and stakeholders in policy change and can enhance substantially the opportunities 
of donors and their policy advisors to support and even accelerate consideration of reforms. 

Government changes. Changes of government or senior personnel changes within a 
government-local, regional, or national-frequently provide new, and sometimes foreseeable, 
opportunities for policy dialogue. These changes often correlate with a shift in relationships 
among stakeholders that can remove previous constraints to policy changes. Newly elected 
governments can demonstrate urgency for swift action and quick successes, as was seen in Sri 
Lanka (Case 7.1). However, where the new officials perceive the foreign advisors to have been 
"too close" to the previous government, such changes can have the reverse effect. 

Early involvement in theprocess. In many cases, the need to develop a consensus position on 
policy reform can be anticipated early in the process. For example, industrial facilities were 
invited to participate in the first discussions convened by officials in 10th of Ramadan City in 
Egypt to develop a municipal environmental management system. Later in the process, 
agreement was reached on public-private funding of an environmental fund designed to finance 
some of the investments recommended as part of the municipal plan (Case 7.2). In an earlier case 
(Case 2.3), national officials were included in discussions of policy options to manage regional 
water resources in Central Asia. Donors and their advisors can take best advantage of targets of 
opportunity when they have already established relationships of trust with their counterparts- 
even if significant, observable results in policy development and reform have not yet emerged. 
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Advisors who appear to be "at the right place at the right time" often have been in the region for 
some time, building relationships that bear fhit  most visibly at times of crisis or change. 

Esfablishing a track record Providing useful advice through policy assistance at crucial times 
can also create opportunities for future policy analysis, facilitation, and dialogue. Advisors who 
support the policy process during stressful and challenging times are more likely to be called 
upon again on matters both routine and extraordinary. 

Linking environmental and market reforms. A confluence of circumstances may create 
opportunities for fruitful dialogue and needed change. For example, market reforms in Almaty, 
Kazakhstan, and the efforts of this city's municipal administration to control industrial pollution, 
in combination with the Soviet-era legacy of a pollution-permitting system, created the 
opportunity to introduce a pilot emissions trading program (Case 7.3). 

Challenges of maintainingflexibility. Workloads and resource needs can increase dramatically 
when targets of opportunity lie outside the parameters of an existing work plan or challenge 
previously planned activities. This can make rapid redeployment and reallocation of donor or 
implementer resources necessary, placing a premium on swift and flexible administrative actions 
that facilitate effective response. The challenge of obtaining agreement from counterparts to 
disengage from activities that suddenly have a lower priority must also be met. 

Programmatic implications 

1. "Targets of opportunity" provide the opening to begin a new policy support or move a stalled 
stage of policy forward. Close tracking of events, both in the political and environmental 
arenas, can enable donors to respond quickly. 

2. Certain foreseeable events, such as elections, create predictable targets of opportunity for 
change. 

3. Donors that have made long-term commitments to assist partners, established good working 
relationships, and development a track record will often be in the best position to take 
advantage of targets of opportunity. However, taking advantage of these opportunities might 
mean deviating eom accepted work plans and reallocating resources-sometimes on short 
notice. Policy programs must allow sufficient time for key constituencies to become 
involved, to evaluate options, and to become participants who feel they have been brought 
into the dialogue. While this may complicate policy dialogue, it is necessary to achieve 
sustainability. 
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Case 7.1 

Political change provides stimulus for environmental policy and institutional reform in Sri Lanka 
-- 

A series of changes in  the government of Sri Lanka in  the 1990s provided the opportunity to 
implement policy reforms and strengthen environmental management capabilities. 

Sri Lanka's organizational structures for environmental and natural resources management had long 
frustrated those working in this field. When an Environment Ministry was created in 1990, it was placed 
under the cabinet minister for Environment and Parliamentary Affairs. Although a Central Environmental 
Authority responsible for pollution control and environmental impact assessment was placed under its 
oversight, it formed no clear links with broader natural resource agencies such as the Department of 
Forestry, the Department of Wildlife Conservation, or the Coast Conservation Department. 

The election of a new government in 1994 offered an opportunity to rearrange environmental and 
natural resource management responsibilities so that similar functions could be clustered. Institutional 
analyses conducted b f ~ ~ ~ l ~ - s u ~ ~ o r t e d  policy advisors before the announcement of the new cabinet- 
levei ministries proposed either that key natural resource agencies be grouped (the "green" model) or 
that the pollution control and urban development authorities be linked (the "brown" model). 

However, despite considerable lobbying by government insiders their consultants, and NGOs, the 
functional agencies actually became further disassociated. A Ministry of Transport, Housing, 
Environment, and Women's Affairs was created, and the Departments of Wildlife Conservation and 
Forestry were placed in other ministries. The new government had come to power after a 17-year 
hiatus, and political considerations in the grouping of functions far outweighed organizational 
arguments. 

When Sri Lanka's cabinet was reshuffled again in June 1997, the same organizational arguments and 
background studies were reconsidered. No longer so burdened by disparate political interests, the 
government significantly improved the way environment and natural resource management is 
handled. While the Department of Wfldlife Conservation remains in the Ministry of Plantations, cut off 
from other environmental agencies, the new Ministry of Forestry and Environment-which also governs 
the Central Environmental Authority covering pollution control-considerably elevates the profile of 
environmental concerns in the country. For the first time in the country's history, guardianship of a 
major portion of the nation's protected lands combines broader policy and program 
responsibilities for managing the environment. 
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Case 7.2 

Officials in 70th of Ramadan City, Egypt, involve stakeholders at early stage to develop a 
municipal environmental management system 

One of the keys to the successful adoption of the environmental management system (EMS) in  
10th of Ramadan City, Egypt, was the early involvement of stakeholders in  dialogue focused on 
characterizing the city's environmental problems, possible solutions, and sharing of 
responsibility for implementing and financing improvements. 

Thirtyeight industries in one of Egypt's industrial cities, 10th of Ramadan, in 2001 began implementing 
an EMS based on the international voluntary environmental management standard, IS0 14001. The 
resulting IS0 14001 Preparatory Program is based on existing command and control regulations, 
combined with voluntary market-based incentives. 

An EMS is a concept originally developed by the private sector in organizations such as the 
International Standards Organization for the management of wastes produced in industries. Because 
EMS provides a framework for defining the roles and responsibilities of stakeholders and mechanisms 
for monitoring, evaluation, and continual improvement, it offers a comprehensive methodology for 
improving urban environmental management as well. The Egyptian Environmental Affairs Agency 
(EEAA) and the 10th of Ramadan Board of Trustees, together with the USAID-funded PSU, are 
working on developing an integrated environmental management structure in the 10th of Ramadan 
City. One aspect of this work is establishing procedures for an environmental fund for the city, which 
will be used to help finance local environmental improvements, with financing provided by the private 
sector and leveraged by a matching contribution from the Egyptian Environmental Protection Fund. 
EEAA anticipates that the city's fund would serve as a model that could be replicated in other new 
communities faced with similar environmental and financial challenges. 

The 10th of Ramadan has gathered stakeholders including private industry, city officials, and national- 
level environmental officials to define roles and responsibilities, create an incentive system for 
improving environmental management, and build a monitoring system for continued environmental 
improvement. These systems are all based on existing command and control regulations, combined 
with market-based incentives for improved environmental management. The EMS approach to urban 
environmental management, in this case, has allowed local action to define and assure its integration 
to larger regional and national policy. The EMS strengthens environmental policy implementation by 
providing ademonstration vehicle for other local governments and by integrating national policy into 
local initiatives. Overall, such an approach could improve urban environmental management by 
integrating both "bottom-up" and "top down" approaches, thereby creating a win-win situation 
for all stakeholders. 
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Case 7.3 

Window o f  opportunity opens to test market-based air pollution policies in Almaty, Kazakhstan 

The environmental regulatory system inherited from the Soviet era, with its emphasis on 
performance standards, provided an opportunity to test market-based instruments, such as 
pollution charges and tradable permits, in addressing air pollution problems in Almaty, 
Kazakhstan. 

In late 1994, USAID-funded environmental policy advisors began a dialogue with their Kazakh 
counterparts about ways to reduce air pollution without unduly burdening the country's struggling 
industrial sector. 

Air pollution is particularly acute during the winter months in Almaty, the country's former capital city 
and its largest urban and industrial center, when the T:en Shan mountains trap em;ssions from 
industrial facilities and inefficient, coal-fired hearing plants. Solving this problem requires substantial 
investments in both improved processing technologies and pollution control equipment, with costs and 
emissions impacts varying greatly across different investment options. Kazakhstan's economic 
difficulties require cost-effective pollution regulations that create incentives for investment funds to flow 
to the options that achieve air pollution reductions at the least cost. 

The cost-effectiveness of environmental regulations depends greatly on flexibility, with command-and- 
control regulations usually less cost-effective than market-based approaches, such as pollution charges 
and tradable pollution permits. One of the ironies of the centrally planned Soviet Union was that its 
environmental regulatory system, though obviously deficient in many respects (particularly with regard 
to enforcement), was less command-and-control-oriented than the United States'. The Kazakh system 
relied less on technology standards, which dictate the pollution technologies that industrial facilities 
must use, and more on performance standards, which specify target levels of pollution control but not 
the means used to obtain them. It granted polluting facilities permits that gave them the right to 
discharge pollution up to a specified maximum load. The permit system was coupled with a pollution 
charge system: the right to pollute was not granted free of charge, even for pollution loads within the 
permitted amount. 

Parties on both sides of the policy dialogue in Kazakhstan recognized that the existing environmental 
regulatory system provided a promising opportunity to strengthen the role of market forces in achieving 
cost-effective reductions in air pollution. The dialogue, therefore, centered on ways to enhance the 
system's market-related features. Principal recommendations included raising pollution charges to 
levels that more closely approximated the environmental damage costs of pollution and introducing 
tradability into the permitting system so that high-cost abaters can in effect pay low-cost abaters to 
abate for them. Although the recommendation to raise pollution charges has not yet been fully adopted, 
a pilot emissions trading program was established in 1996. This program was the first functioning 
stationary-source air emissions trading program outside the OECD countries. 

The introduction of market principles would have been more difficult if Kazakhstan's environmental 
regulations had more of a command-and-control nature. Also, as the existing regulations could 
accommodate testing of market-based instruments, the ensuing dialogue occurred primarily at 
the local rather than the national level. Government counterparts involved in the dialogue about the , 
emissions trading program were primarily from the Almaty municipal administration. Indeed, municipal 
policymakers, not their central government counterparts, provided the main impetus for the program. 
Counterparts from the central government did participate in the dialogue, however, since the central 
government had to authorize the program. 



Chapter 4: The Role of Communication 

Communication is the final management element in the policy process. It is closely linked to the 
other elements: players involved in the policy process communicate to interact with other 
participants and attempt to reach consensus; policy dialogue is an important mechanism for 
communicating information; getting the timing right implies an awareness of the pace and 
substance of the policy process--gleaned through communication. The two lessons in this 
chapter focus on the development and communication of information and elaborate the 
importance of communication in making the policy process more effective. 

Lessons 

I Case 8.3 1 The Philippines adopts a system of national accounts to assess environmental costs I 

I Case 8.1 
I 

Case 8.2 

Egypt builds support for agricultural policy reforms by showcasing stakeholder 
benefits I 

Successful policy reform requires understanding of complex multidisciplinary 
contexts: Wildlife management in Tanzania 

Investments in information systems help Madagascar build capacity to monitor and 
assess development impacts 

Case 9.2 Publicizing China's system of urban environmental indicators leads to improved 
performance I 

1 case 9.3 

I 
PROPER: Innovative use of facility information generates support for policy reforms in 
Indonesia 
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Lesson 8: Know your context in managing and communicating information 

What has been learned 

Donors and their partners need to understand the policy and institutional context in managing 
and communicating information in the policy process. A broader perspective to consider 
economic, social, political, and cultural factors will enhance the effectiveness of the policy and 
may help to overcome obstacles and delays. The selection of the types of information to be 
collected, processed, and communicated should be assessed not only for its contribution to the 
policy process, but also in terms of other needs articulated by assistance partners. In designing 
information systems, particular attention should be given to asking the right questions about the 
scope of information gathering efforts, methods for collecting and disseminating information, 
and resource and time requirements. Also, criteria should be applied to ensure the information 
collection and analysis effort meets the goals elaborated by the donor and assistance partners. 

Key underlying issues 

Information needs in the policy process. Information is communicated in both formal and 
informal ways. In many countries, environmental agencies are legally mandated to provide 
certain types of non-proprietary information to the public and respond to requests for 
information. However, there is also a considerable amount of information that is collected, 
processed, and communicated informally, particularly within implementing agencies. One type 
of information-indicators-has played an important role in the policy process, enabling donors 
and counterparts to monitor implementation of assistance programs, and donors and their 
partners to track the country's progress in developing and implementing policy reforms. Lesson 
22 focuses on the role of indicators in evaluation. 

Dimensions of context. The context for managing information involves a range of interrelated 
factors. Foremost among these factors are the specific elements of the policy process and details 
of their development: what does the policy call for in terms of changes in the behavior of firms 
and individuals, who are the winners and losers, how did the policy come into existencedid it 
result from government-initiated analyses or were changes tied to pressures from international 
finance institutions and donors. While the policy process provides the primary context for the 
management of information, information systems must also respond to a variety of interrelated 
non-environmental factors such as economic and financial conditions, the political situation, and 
the social and cultural settings. Case 8.1 illustrates the types of information that provide context 
for the policy and should be considered in the design and implementation of policies. No matter 
how well a policy is designed or institutions prepared for implementation, the context can be 
expected to change, evolving as a result of policy reforms in other sectors and exogenous factors 
that affect the country as a whole but are unrelated to the policy reform of interest. Exogenous 
factors such as world prices and supply disruptions for energy and other traded commodities, 
drought and natural disasters, and civil war and other types of political conflict can alter the 
context surrounding the policy reform process-but they may be difficult to anticipate. 

The value of information. Compared to other investments that donors make in supporting policy 
reforms. information collection and analvsis is often under-funded and under-avoreciated. In 
part, this result stems from the difficultGin valuing information for its benefitst; the 
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environment, or even in determining how its availability influences the pace and outcome of the 
policy process. Donors' needs for information will often relate to accountability; they must 
demonstrate what was accomplished as a result of their assistance programs, and information in 
the form of performance indicators will often be required. While information collection activities 
will primarily be justified in terms of their direct value to the donor, these efforts may yield 
benefits beyond their intended purpose. The process of information gathering, to the extent that it 
involves donors' partners, may provide an opportunity to build local capacity that can be 
sustained after the assistance effort ends. Also, information and associated instrumentation may 
be used for other purposes. For example, expenditures on advanced information systems in 
Madagascar to track results of assistance programs simultaneously provided the government with 
powerful tools for assessing proposed mineral investment projects (Case 8.2). Similarly, the 
system of national economic accounts adjusted for the cost of environmental and resource 
degradation provides the Philippines government with an analytical framework and database that 
has been valuable in guiding environmental and sector policy discussions (Case 8.3). 

Designing information systems. Many of the potential uses of information must be anticipated 
or planned in advance. Planning involves addressing a series of questions on the information: 

. What types of information are needed? 

How will the information be used in the policy process? 

Who needs the information and how will it be transferred to users? 

What are the constraints on funding and staff to undertake information collection and 
analysis? 

How will the information be collected? 

. Where and how often will it be collected? 

How will its quality be controlled and assured? 

Programmatic implications 

1. Invest appropriate resources in designing information systems to understand and analyze the 
context for the policy and the expectations of the users of the results. 

2. Design should provide for mechanisms to intermittently determine the need for mid- program 
corrections in information collection and gathering activities in response to changes in 
country context, policy shifts, or institutional factors. 

3. An effective information program begins with a clear statement of goals and objectives, the 
identification, analysis, and selection of indicators, and the preparation of a detailed plan for 
collecting, evaluating, and disseminating information. The USAIDICDIE series, Performance 
Monitoring and Evaluation Tips, contains a wealth of useful information for developing 
M&E (www.dec.orgJusaid evalo. 
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4. Considerable attention should be paid to the cost of collecting, conducting quality control and 
assurance on, analyzing, and disseminating information. The timeframe over which the 
information is needed will generally differ between donors and their assistance partners, 
necessitating early discussions about the sharing of responsibilities for administering the 
information system. 

5. Indicators and other types of information are not perfect. Even if their selection is thoroughly 
researched and analyzed, they may still engender ambiguity and misinterpretation. 
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Case 8.1 

Successful policy reform requires understanding o f  complex multidisciplinary contexts: Wildlife 
policy in Tanzania 

--- - 

In this example, a multidisciplinary approach was key in  helping analyze the new policy and, . - 
particularly; i n  communicating the different aspects of the new policy's ~ o m ~ l e x n e w ~ c h a n ~ e s .  
Tanzania's wildlife migrates freely within and outside of protected areas. However, outside of the 
protected areas development and sustainable management of wildlife is constrained by loss of h a b i t  
to human settlement, domestic livestock grazing, mining, unsustainable exploitation, and especially 
expansion of agricultural lands (both for large commercial and small, low-input operations). Wthout 
secure tenure over land and use rights to wildlife and other incentives for protecting and using wildlife 
sustainably, lands critical to wildlife are being converted to incompatible uses. 

The Tanzanian government responded by promulgating the Wildlife Policy of Tanzania (WPT) in 1998, 
which proposed to address the problem mainly by "devolving management responsibility of the areas 
outside unseffled protected areas to rural people and the private sector.' The implied hypothesis 
underlying the WPT is that by involving rural communities and other stakeholders in the sustainable 
management of wildlife is that by establishing a supportive environment for establishment of wildlife 
management areas (WMAs) and community-based conservation (CBC) within those areas, and by 
conferring secure user rights to wildlife resources to communities that form W A S ,  nonconsumptive or 
sustainable consumptive uses of wildlife resources will be able to compete with alternative land uses 
that are not compatible with wildlife. 

Implementation of the WPT requires a thorough reorientation of legislation, regulations, guidelines. and 
public sector management perspectives, all of which were developed and honed over time in support of 
a more directive, topdown approach to managing wildlife. Given that the WPT represents a 
fundamental policy reorientation, it is not surprising that a proper assessment of opportunities 
and constraints requires consideration of the issues from a variety of perspectives. For instance. 
to determine whether promising new economic opportunities were both remunerative and sustainable it 
was necessary to examine such opportunities from an economic and wildlife management perspective. 
To this end, multidisciplinary teams consisting of expatriate and Tanzanian economists, finance 
specialists, lawyers, wildlife management specialists, and experts in taxation, venture finance. and 
game ranching-and farming, among others, were engaged to determine: 

Whether there were institutional or legal impediments to the financing of needed investments in 
W A S .  

How to assure that communities in areas designated as WMAs--many of which were not familiar 
with normal commercial practic-uld avail themselves of the semi& they need to enter into 
contracts with hunting and photographic safari operators. hoteliers, wildlife ranchers, and providers 
of transport and other anciliary services that meit their legitimate expectations 

How to apportion revenue likely to be generated as a result of new activity in WMAs in a way that 
covers the cost of services provided by the public sector (such as infrastructure and technical 
assistance) without destroying the economic incentives for the private sectorincluding the 
communities themselves. 

How to assure that designation of W A S ,  and new activities begun in areas so designated, would 
not run afoul of legislation, policy, and practice developed over the years to support an approach to 
wildlife conservation that was effectively gutted by the new WPT. 



Environmental Policv Lessons Learned Mav 2002 

Case 8.2 

lnvestments in information systems help Madagascar build capacity to monitor and assess 
development impacts 

Donor investments in  internal project monitoring can yield significant benefits to  counterparts if 
designed to track impact as well as implementation. This may require larger investments in 
monitoring (above the 10% of project budget "rule of thumb) and the use of more sophisticated and 
costly monitoring methods. 

In general, environmental programs have invested in evaluation, monitoring, and analysis because the 
nature of the programs often demands improved monitoring capability as an objective in its own right. 
And the policy concerns-improved soil and water quality, protection of biodiversity, and maintenance 
of forest cover-often lend themselves to aerial photography, LANDSAT imagery, GIs investments and 
other measurement activities that can represent significant investments. Often these investments are 
not just to  track program impacts over the life of the donor investment, but to improve the 
capability of the county itself to  monitor the environment, to  assess impact from developmental 
programs, and to improve strategic decisions. 

A good example of this is in Madagascar, where as part of rheir longstanding environmental program in 
support of the country's National Environmental Action Plan the USAID Mission invested heavily in 
aerial and satellite imagery, GIs and GPS technology, surveys, and analyses. One of the largest 
investments in the sector by USAlD over the last decade, the cluster of contracts and grants included a 
number of significant informational components. lnvestments since 1990 included the development of a 
national biodiversity GIs system, designed to become an integral component of ANGAP, the Malagasy 
NGO that has evolved into the country's Park Service, as well as numerous surveys, mapping 
exercises, and site-specific GIs mapping efforts. 

The Mission and its partners saw monitoring as a key component of the program's internal 
operations, in  essence one of the developmental "results" being supported, not just an ancillary 
function needed only for donor reporting. It was seen to be essential in carrying out their policy 
reform work, especially in tracking progress, letting them judge whether policy changes were indeed 
having the anticipated impact. More important, having such information, and the expertise to properly 
assess it, was considered to be one of the Mission's environmental objectives. This has had a series of 
major impacts; most importantly, to give the government a major weapon to wield in discussions with 
new multinational mineral investments. 

This improved information base in the environment also significantly improved the USAlD Mission's 
ability to consider how best to merge the environmental and agriculture portfolios into a new strategic 
objective. And the same database also has been used to provide common ground for evaluating 
program impact across sectors for the Mission's other Strategic Objectives. 
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Case 8.3 

The Philippines adopts a system o f  national accounts to assess environmental costs 

A system of environmentally adjusted national accounts provided information on the 
environmental costs of development as well as a strong analytical framework that could be 
used in problem diagnosis and policy design. 

From early 1991 to early 2000, the USAID-funded Environmental and Natural Resources Accounting 
Project (ENRAP) in the Philippines assisted the development of a new system of national accounts 
This effort went through four successive phases: Phase I estimated adjustments to the national income 
accounts as related to forest resources; Phase II concentrated on quantifying the loss of natural capital 
and valuing environmental services and damages; Phase Ill continued to refine data collection and 
conducted environmental policy studies in priority sectors and locations; and Phase IV planned 
processes to be institutionalized and continued analytical efforts at local levels and in priority sectors. 

1 Generally, environmental and natural resourck accounting consists of augmenting the national 
1 economic accounts to include values for environmental services and assets. E N W  is one of the 
most comprehensive systems of augmented national accounts. The basic principle of the ENRAP 
framework is that the services of valuable environmental assets should be treated in an accounting 
system just like the services of human-made assets. Additionally, natural assets should be subject to 
economic depreciation just as human-made assets are. 

A unique feature of the ENRAP framework is that it allows for two values to be placed on pollution: one 
from the point of view of the polluter (the cost of waste disposal services), and one from the point of 
view of the injured party (damages to the environment). Another important feature of the E N W  
framework is that it accounts for the production of fuel wood and food by ~ r a l  households that is not 
marketed. While not all non-marketed household production is covered, household fuel wood and fccd 
production in the uplands were considered because of their possible links to deforestation. 

The application of the ENRAP accounting framework has been particularly useful to the government of 
the Philippines in identifying major trade-offs between economic development and environmental 
protection. Various applications to national policy and sector-specific concems arose from Me 
databases generated by ENRAP. These concems were investigated as a response to the needs 
expressed by policymakers and interest groups, and as a result of interactions between E N W  and 
other users of the data. The data generated by the successive iterations of the ENRAP accounts led to 
a number of policy studies on problems confronting the Philippine economy. 
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Lesson 9: Communication legitimizes the policy process and reinforces policy 
change 

What has been learned 

Communication plays an important role in the policy process, providing the means for building 
consensus among the public and stakeholders in support of the policy reform process and the 
reforms that emerge from that process. A system of clear and open communication using a 
variety of instruments will simultaneously promote transparency and improve accountability of 
policymakers and implementing agencies. Effective communications may also play a role in 
improving environmental performance of facilities. 

Key underlying issues 

Scope of communications. The transfer of information plays an essential role in the policy 
process. Communication within the government, among policymakers and implementing 
agencies, and between the government and stakeholders are needed at each stage in developing 
and implementing reforms. In addition, information on the nature of reforms and progress in 
implementing them will have value in legitimizing the policy process among members of the 
general public, as well as those directly affected by reforms. A variety of formal and informal 
mechanisms are used to communicate information. Some is mandated by statute and regulation, 
such as announcements of rulemaking, public hearings, and public disclosure by facilities of the 
use or storage of hazardous or toxic chemicals and wastes. There may also be provisions in law 
requiring that certain non-proprietary information be published or made available in Web sites. 
Information will also be exchanged during policy dialogue, and will be included in reports, such 
as annual statistical reports. 

Accountability. Communications can be an important asset to policymakers and implementing 
agencies in demonstrating their accountability both for the policies they develop and for the 
manner in which they are implemented. In cases where policy reforms are extremely 
controversial, communication of the results or impacts to those favorably or adversely impacted 
by the reforms can help build up broader support for the reforms, foster dialogue, and lay the 
foundation for subsequent reforms. In some cases, communications are needed to reassure 
stakeholders that perceive that the reforms will have a negative impact on their economic 
activities. Case 9.1 illustrates such a situation where the Egyptian government conducted and 
publicized frequent farmer surveys to monitor the impact of pricing policy reforms on incomes in 
order to build support among stakeholders. In addition, where government agencies are required 
to disseminate information to the public, they may be encouraged to improve implementation 
efforts to avoid criticism. 

Transparency. Transparency refers to the openness and clarity of the process of policy reform. 
Communication of information about problems, design options, provisions of adopted reforms, 
and the performance of the reforms will make the policy process more transparent. Transparency 
and accountability are mutually reinforcing: the more transparent the flow of information, the 
easier the task of government in accounting for and legitimizing reforms. However, in order for 
stakeholders and members of the public to use this information effectively, there need to be 
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provisions for access to the policy process including involvement in dialogue, public hearings, 
and opportunities to provide written or oral comments on policies throughout the policy process. 
One potential downside of this transparency may be a tendency to provide only information that 
illustrates success and avoid communicating information that highlights problems and 
constraints. To overcome this problem, the public and stakeholders need to be firmly grounded in 
their understanding of policies. NGOs and trade associations can play a role in monitoring 
government on behalf of these groups and by educating these groups so that they can effectively 
confront their officials, raise these issues, and hold government accountable. Also, by making 
this information available to stakeholders and the public, policymakers provide an opportunity 
for industry and NGOs to assess the information independently. 

Improving environmental performance tltrouglt public awareness and education. In some 
cases, the communication of information can become an important instrument of 
implementation. If the public understands the implications of information that is provided, it can 
lead facilities to redouble their efforts to improve their public image both locally and abroad. 
Public disclosure laws may contribute to efforts by facilities to avoid criticism in the areas in 
which they operate. Two cases are provided to illustrate how communications may improve 
environmental ~erformance. In China. local officials have become sensitive to their ranking - 
compared to other cities in terms of environmental quality indicators and have made an effort to 
make or facilitate environmental improvements (Case 9.2). In Indonesia, facilities are designated 
by one of five colors based on environmental performance. There is evidence that this disclosure 
program has provided an impetus for firms with the lowest performance levels to address 
problems in order to avoid the label of "pollutef' (Case 9.3). 

Programmatic implications 

1. Donors can encourage their partners to support communication of information with resources 
and staff and to ensure the public's access to the policy process, extolling the potential 
benefits to the government in legitimizing the policy process and garnering support for 
reforms. 

2. By the same token, once there is more effective dissemination of information, it may be 
necessary to support capacity building efforts among NGOs and stakeholder groups to ensure 
these groups can analyze information effectively and educate the public. 

3. Information in the form of public disclosure documents and lists, environmental quality 
indexes, and environmental labeling campaigns can serve as an important complement to 
other environmental policy instruments. Information may play a role in increasing 
compliance with policies in the absence of adequate institutional capacity for monitoring and 
enforcement. 
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Case 9.1 

Egypt builds support for agricultural policy reforms by showcasing stakeholder benefits 

To respond to stakeholders' concerns about controversial agricultural policy reforms, the 
government of Egypt evaluated and publicized the positive impacts of reforms on farm 
incomes. The USAID-funded Agricultural Production and Credit Project (APCP) was initiated in 1986 
with the goal of assisting Egypt in increasing agricultural production, farm incomes, and agricultural 
exports. In addition to technical assistance, the APCP included a provision for cash transfer tied to the 
achievement of ex ante policy reform benchmarks. The project was divided into two stages. During 
1987-89, the project stressed the removal of price and market controls and delivery orders for 10 
major and minor crops. For the period 1990-94, policy reform benchmarks included quantifiable 
targets such as increasing procurement prices for cotton to 66% of the economic price, removal of 
procurement quotas on rice and all subsidies on agricultural inputs, and several related to agricultural 
subsidies provided by the state-owned Principal Bank for Development and Agricultural Credit 
(PBDAC). 

From the outset of the APCP, USAlD and the government of Egypt cooperated in the design of the 
policy reform program as well as the plan to monitor implementation of the reforms and track 
their environmental and economic impacts. To meet program objectives, the APCP design 
included several components. First, the Egyptian government and USAlD reached agreement on the 
policy benchmarks, the means of verification, including the use of indicators and evaluation methods, 
and the formulas for matching cash transfer amounts to verified results. Second, the Egyptian 
government participated actively in monitoring implementation of the program and associated policy 
reforms. Most significantly, the PBDAC conducted an extensive survey of farmers twice a year to 
provide a snapshot of the impacts of reforms on farm-level indicators related to income, production, 
and production costs. Third, USAID-funded agricultural policy experts visited Egypt three or four times 
a year to review progress in implementing policy reforms, assess indicators, and evaluate sectoral 
impacts. 

In retrospect, the APCP resulted in significant beneficial changes to Egyptian agriculture that have 
included increased incomes and productivity and more effective use of key inputs-land, water, and 
agricultural chemicals. In addition, the well-conceived implementation monitoring plan has enabled 
USAlD and Egyptian government to conduct a comprehensive evaluation of the impacts of the APCP. 
documented in Egypt's Agriculture in a Reform Era. Lehman B. Fletcher, ed. 
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Case 9.2 

Publicizing China's system o f  urban environmental indicators leads to improved performance 

Since 1989, China's State Environmental Protection Agency (SEPA) and newspapers and television in 
some provinces have publicized the rankings for major cities based on the results of the Urban 
Environmental Quantitative Examination System (UEQES). There is substantial evidence that this 
publicity has enhanced awareness of environmental quality among the public and city mayors, 
and may have led, in  a few instances, to  improved environmental performance to enhance a 
city's national ranking. 

The UEQES is linked to a target responsibility system, which involves a set of annual negotiated 
environmental performance targets agreed by SEPA and large cities' mayors. On an annual basis. 
SEPA uses the UEQES to assess major cities according to 21 indicators linked to a target 
responsibility system in three categories: (1) ambient environmental quality (six indicators); (2) level of 
development of urban environmental infrastructure (five indicators); and (3) urban environmental 
managemenffpollution control (ten indicators) Each of the indicators is weighted to calculate a 
composite score and then each city is ranked from highest to lowest on the basis of their composite 
score. In 1995, 37 large cities were ranked using the UEQES. In addition, smaller cities were evaluated 
by their respective provincial governments using a composite index adapted from the UEQES. 

Until the introduction of the UEQES, mayors. Economic Commissions, Planning Commissions. and 
Industrial Bureaus in the cities focused limited attention on ambient environmental qualily. 
Environmental outcomes were subordinate to economic growth and the local Environmental Protection 
Bureaus (EPBs) did not have much influence on the more powerful economic decision-makers. The 
publication of the UEQES rankings in SEPA's yearbook elicited numerous inquiries from mayors on the 
construction of the index and low-cost options for increasing a city's score and ranking. The interest of 
mayors in improving their cities' rankings enabled local EPBs to engage in greater dialogue with the 
economic bureaucracies on the economic development targets of line agencies because of the 
potential ramifications of economic decisions on urban environmental indicators. 

The UEQES has also influenced the structure of five-year environmental performance contracts 
between mayors and provincial governors. The goals in these contracts are stated in terms of the 
UEQES indicators. Interestingly, the mayors have arrived at these targets through a bottom-up 
planning process, orchestrated by line agencies and commissions. In Nanjing, all economic 
investments for the five-year period were evaluated in terms of their positive and negative implications 
for the UEQES indicators and the resulting contract reflected significant improvements in many of Me 
indicators. Similar results were observed in the city of Tianjin, which committed to 40% reductions in 
ambient levels of total suspended particulates. 

Based on paper by Michael Rock. Yu Fei, and Chonghua Zhang, The Impact of China's Urban Envimmental 
Examination System on Urban Environmental Management and Ambient Environmental Quality. 1999. 
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Case 9.3 

PROPER: Innovative use o f  facility information generates support for policy reforms in 
Indonesia 

-- 

An industrial emissions disclosure program in Indonesia has demonstrated how facility pollution 
information summarized in five performance "colors" can help a fledgling environmental agency 
maximize the public policy value of information and achieve levels of environmental quality that 
would be difficult using only regulatory instruments. 

Few, if any, economic activities are completely unregulated. Where formal regulators are absent or 
ineffective, "informal regulation" often takes its place through community groups, NGOs, local religious 
and social institutions, community leaders, or peer pressure. Indonesia's environmental impact 
management authority, Bapedal, was underfunded, lacking enforcement and inspection authorities. 
operated in a politically indifferent climate in 1994, and faced a daunting challenge in enforcing 
industrial emission regulations. That year. Bapedal worked with the World Bank to design, implement 
and evaluate a novel public industrial disclosure program. The program, called PROPER-Program for 
Pollution Control, Evaluation, and Rating-was intended to use public pressure on factories to 
provide a low-cost substitute for formal enforcement of environmental regulations, and to 
create incentives for the adoption of cleaner technologies. The program also was one of the 
earliest efforts in the environmental arena to encourage transparency. 

Bapedal developed an initial database of firms rated by their conformity to pollution emission and other 
standards in five categories: black: out of compliance; red: some effort to address non-compliance; 
blue: fully in compliance; green: exceeding standards; and gold: on par with international standards. 
The PROPER program continued to use traditional practice by penalizing non-compliance with 
standards but it also used a more market-oriented approach by publicizing and awarding superior 
performance. In this way, consumers were provided information that might affect their purchases. 
communities near factories had a better idea of who was responsible for what kind of pollution and 
industrialists found themselves facing a variety of positive and negative incentives for changing 
industrial practices or investing in cleaner technology. 

In the pilot phase of PROPER, 187 plants were rated. Of those, five were able to obtain green status 
and were publicly announced. Another 121 plants were rated as red or black and were privately 
notified, while given until the end of the pilot period to improve their performance. By the time the pilot 
was over, half of the black plants had successfully upgraded their status, along with a substantial 
number of red plants. 

Although, the PROPER approach is not a substitute for regular inspection and enforcement, it is a 
pragmatic and creative effort to mobilize the forces of the media and public opinion to leverage 
effectively the modest powers and budget of an environmental enforcement agency 

In Indonesia, PROPER also was a useful object lesson for NGOs and other government agencies and, 
as a model, it has been adapted and copied by a number of them, including the use of public 
disclosure and ratings by color codes and other systems both for environmental and non- 
environmental issues. 
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Chapter 5: Problem Diagnosis 

Problem diagnosis is a key link in the policy process, having significant bearing on whether 
policymakers and stakeholders are prepared to take the critical step of policy design. If the 
analysis that comprises problem diagnosis does not establish a compelling case for changing 
policies, the process is likely to stall. Both the content and the process of problem diagnosis 
contribute to developing the consensus necessary to design policies. This chapter includes one 
lesson learned, with four cases provided to illustrate the importance of good analytics. 

Lessons 

Case 10.1 Solid analysis furthers diagnosis of timber auctions in Romania 1 
Case 10.2 Analytical capacity for problem diagnosis may be needed to ensure that investment I I decisions are sound: Novokuznetsk, Russia I 
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Case 10.3 

Case 10.4 

A comprehensive forest policy is developed in El Salvador 

Evaluating and learning from experience: Designing policies and programs to protect 
Egypt's Red Sea coastal resources 
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Lesson 10: Problem diagnosis depends on solid analytics and a credible 
analytical process 

What has been learned 

Problem diagnosis is pivotal in developing the necessary consensus on problems that need to be 
addressed and engendering sufficient commitment from policymakers and stakeholders to move 
the process to the design stage. Problem diagnosis must link problems to their root causes and 
make the case that current policies are not desirable from a political, economic, and social 
perspective, taking into account the policy's impact on a broad array of stakeholders. Ideally, 
problem diagnosis would also identify and assess a range of policy options since a more 
compelling case for policy change can be made if there are practical options that potentially 
could address the weaknesses of the current policy. The analysis should not only be of the 
highest quality given resource limitations, but the process of conducting the analysis, vetting the 
results, and communicating the results in appropriate public forums is important in establishing 
the credibility of the analysis. 

Key underlying issues 

Where evaluation ends andproblem diagnosis begins. In many cases, evaluation and problem 
diagnosis are part of the same analytical effort. This may occur when there is widespread 
agreement that current policies are performing poorly, even if this consensus is based on 
anecdotal or qualitative evidence. The analysis then might include a rigorous quantitative 
evaluation to: a) reinforce or affirm the conventional wisdom related to current policies and b) be 
a catalyst for serious discussions with policymakers and stakeholders on policy reforms and the 
problems or obstacles that have to be overcome. Examples of such analyses combining 
evaluation and diagnosis include the USAID-funded Egypt Environmental Sector Assessment 
that provided the analytical background for the follow-up policy assistance program (Egyptian 
Environment Policy Program) and the Ridges-to-Reef assessment conducted for USAID in 
Jamaica. 

Having strong analytics. The value of solid analytics in diagnosing problems with current 
policies is obvious; discussions and subsequent decisions based on good information surpass 
those based on flawed or incomplete information. While good analysis does not always lead to 
good policy, constructive policy is a rarity in the absence of reliable information. 

Choosing analytical approaches. The selection of analytical approaches can be important in 
gaining the support of local agencies and staff for the analysis. The use of analytical models that 
are widely accepted or that can be provided to counterparts to carry out additional or follow-up 
analysis can increase credibility. In addition, willingness to share tools and provide training will 
be much appreciated. Illustratively, analysis of supply and demand of environmental financing 
has been systematized into a computer program by a Danish consulting firm, enabling staff in 
environmental ministries to update the consulting firm's initial analysis, adding new information 
and introducing parametric and policy changes into supply and demand simulations. In another 
example, a system of natural resource accounts was developed for the Philippines that enables 
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agencies to better track environmental and natural resource quality on a sustained basis and use 
these accounts in analytical reports (Case 8.5). 

Drawing on local expertise. Involving local experts in analytical work often contributes to 
greater usefulness, acceptance, and impact of a policy. These experts can help donor-supported 
advisors identify and gather information that is not easily collected by foreigners. The intensive 
involvement of local experts serves as an important capacity-building technique and offers 
important long-term results. Further, having local experts as integral members of the analytical 
team can help persuade stakeholders and policymakers of the validity and usefulness of the 
analysis and induce positive policy change (Case 10.1). Similarly, local stakeholders and 
policymakers that can assist with analytical work should be consulted in the study design. They 
can participate in seminars and conferences at which goals and objectives are discussed, 
preliminary findings are described, and final results are presented. Maximizing the involvement 
of key local stakeholders in as many facets of the work as possible usually results in ,geater 
acceptance ofthe results and contributes to a more open dialogue on new policies. 

Conventional wisdom Local decision-makers and stakeholders may have previously reached 
conclusions based on anecdotal or incomplete information on the causes and impacts of an 
environmental problem. In this situation, the advisor must overcome initial resistance to the idea 
that more information is needed and may subsequently face skepticism if new findings question 
the conventional wisdom. The Siberian city of Novokuznetsk requested assistance in breaking 
away from conventional wisdom in the former Soviet Union in order to find solutions to 
environmental problems in the context of the emerging market economy (Case 10.2). In cases 
where highly visible problems create pressures to find quick solutions, stakeholders and 
policymakers might need convincing that analysis is valid and necessary. 

Time and resources commitments. Undertaking solid analysis takes time and resources. 
Although "quick and dirty" studies may be possible, such an approach can lead to misleading 
conclusions when the issues are complex and dynamic. Advisors must commit the time and 
money needed to discover and document the central issues and must be able to gain the support 
of in-country counterparts for this endeavor. The value of comprehensive problem diagnosis is 
demonstrated in the development of a National Forestry Policy in El Salvador (Case 10.3). 

Drawing on experiences in other regions and countries. Before designing a new policy, it may 
be possible to improve the design by anticipating potential problems. As there may be no current 
problems in the area covered by the new policy, a surrogate problem diagnosis might involve 
drawing from analyses in other regions or countries. For example, in designing new management 
programs for the southern Red Sea coast, the government of Egypt (with USAID assistance), 
drew from experiences in previously developed areas, analyzing the challenges of balancing 
tourism development with resource protection (Case 10.4). The introduction of new policy 
instruments or creation of institutions such as environmental funds will often benefit &om 
analysis carried out in other countries. 

Multidkciplinaryperspectives. Solid analysis is needed to identify and include all of the relevant 
facets of environmental problems and the likely impacts of possible solutions. Frequently 
multidisciplinary analysis is required. Physical and biological sciences describe environmental 
systems' response to pollution; engineering identifies technical problems related to the 
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generation of pollutants; economics can analyze and quantify investments of various 
stakeholders; institutional analysis helps determine the roles and responsibilities of government 
and NGOs; and the social sciences examine human behavior patterns and interaction as they 
relate to environmental challenges. 

Information dissemination. Effectively communicating the results of analysis is as important as 
the analysis itself. If results are poorly communicated and not understood by other policy 
dialogue participants, the probability of its acceptance and impact are greatly diminished. 
Foreign advisors serving as policy analysts must find effective ways to communicate both 
methodology and results. 

Programmatic implications 

1. Donor organizations must include solid analyses in the policy dialogue process with the 
support of key participants, including USAID, local stakeholders, and local policymakers. 
This step should not be omitted even when there is intense pressure for rapid solutions or 
where a local consensus on causes and impacts already exists. 

2. Beneficial local involvement can take many forms, from policymakers participating in the 
determination of goals and objectives to local experts performing key analytical tasks. 

3. A collaborative audied research uroeram that tests new conceots and instruments in the local . . . - 
context (such as through surveys and pilot projects) combined with frequently briefing 
policymakers and holding workshops for stakeholders is often indispensable to effective 
polic; dialogue and to human and institutional capacity building. 

- 
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Case 10.1 

Solid analysis furthers diagnosis o f  timber auctions in Romania 
- - 

In 1995, the USAID-funded environmental policy program in Romania (C4EP) cooperated with the 
Minisby of Environment (MOE) to examlne issues related to financing forest management and 
protection. The ensuing assistance, involving the assessment of the auction system for timber tracts, 
had to overcome initial skepticism among Romanian counterparts, many of whom were 
unconvinced that the system needed fixing. By conducting an extensive diagnosis, combining 
detailed analysis of over 2000 auctions with a highly participatory process wherein auctions 
were attended and numerous interviews undertaken to elicit input from industry and government, the 
team established their credibility with the Romanian officials and the report's recommendations were 
accepted and implemented. 

As in most transition economies, state support for natural resource management and environmental 
protection had been cut. The MOE was actively considering new ways to finance these activities. In 
late 1992, the Romanian government introduced an auction system for timber tracts that generated 
more revenue than the previous system of administered prices. However, C4EP camed out some 
preliminary analyses suggesting that the auction system could potentially generate even more revenue 
by correcting defects in the system. The MOE was skeptical, but it agreed to cooperate with C4EP on 
an expanded auction system study. 

To assess the situation accurately and to develop reliable policy recommendations, the study 
needed to be sound, but, equally important, it needed to be credible to Romanian counterparts 
who were not convinced that the auction system needed fixing. Romsilva, the parastatal responsible 
for administering the auction system, was even more skeptical than the MOE. 

To establish credibility, members of the advisory team visited field offices of Romsilva, attended 
auctions, interviewed people in the government and industry, and conducted a statistical analysis of 
more than 2,000 auctioned timber tracts. They also held several rounds of discussion of preliminary 
findings with the MOE and Romsilva. Through this intensive, eight-month interaction, the MOE and 
Romsilva gained confidence in the team's knowledge of the Romanian forest sector and the valiky of 
the study. Consequently, they accepted the advisory team's final report with few objections and have 
subsequently taken steps to implement its main recommendations. 
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Case 10.2 

Analytical capacity forproblem diagnosis may be needed to ensure that investment decisions 
are sound: Novokuznefsk, Russia 

In some cases analytical capacity for diagnosing a problem correctly needs to be developed 
before a problematic situation can be properly analyzed and an appropriate reform program 
designed. 

In September 1993, a joint World Bank-USAID sponsored team composed of USAID staff and 
consultants provided under the GlENV Environmental and Natural Resources Policy and Training 
(EPAT) project visited Novokuznetsk to work with city officials, scientific and technical institutions, 
public interest groups, and industrial managers to assess the local environmental action plan (LEAP) 
prepared for that city in the late 1980s. It concluded that, while technically adequate, implementation of 
the LEAP would be impeded by a profound change in economic situation associated with the breakup 
of the Soviet Union. 

The issue centered on the economic viability under market conditions of major investment projects 
called for in the LEAP (the price for which was estimated at $1.2 billion), and of the enterprises slated 
to make the investments. The problem was that the plan had been formulated before privatization of 
state enterprises that followed the demise of the Soviet Union and did not reflect new realities, namely 
a) a marked decline in the demand for the heavy industrial products Novokuznetsk-based enterprises 
produced, b) increases in the cost of production, and c) limited capacity to raise the huge sums 
required both to make the industrial enterprises competitive and to reduce pollution as a result of the 
Russian government's inability to provide capital combined with reduced capacity of the enterprises 
themselves to self-finance investments. 
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Case 10.3 

A comprehensive forest policy is developed in El Salvador 

In El Salvador, stakeholders were willing to dedicate their resources and their time t o  compile 
and analyze the information needed to diagnose problems and develop a comprehensive 
national forestry policy. The process, which took fourteen months, served not only to develop the 
analyses required but as a forum for policy dialogue and negotiation with key stakeholders. 

In 1996, USAID financed technical assistance--the Green Project-to support the development of a 
national forestry policy. At that time, El Salvador had only 2 percent of its natural forest cover 
remaining, and a major effort to preserve remaining cover while expanding plantation and commercial 
forestry was crucial. Past efforts at reforestation and natural forest management were largely 
ineffective because the programs did not consider the demand for forest products, technical aspects 
of forest management, markets, and community participation. Additionally, these efforts were 
characterized by a lack of legal and policy frameworks and weak institutional structures in support of 
these programs. 

At the inception of the Green Project, it was clear that there was the political will in various sectors to 
propose a solution to the critical forestry situation. NGOs, govemment officials, the productive 
cooperative sector, and the private sector were ready to participate in discussions. The process was 
launched with the presentation of a stakeholder analysis that identified all possible actors. An ad hoe 
forestry sector commission, composed of key stakeholders. was created to develop a draft forestry 
policy to be submitted to the Ministry of Agriculture, which would then present it to the economic and 
social cabinets and the president for approval. 

Early in its deliberations, the commission decided that a coherent forestry policy should address the 
basic forest management principles of conservation and production. It soon became apparent that 
there was little current data and information on the technical, social, and economic aspects of 
forestry on which to base any recommendations for the forestry policy. The commission 
members divided into a number of working groups to develop specific analyses required to 
draft the policy. Eight policy working papers were produced on topics such as credits and financial 
incentives for forestry, institutional and organizational structures, internal and international markets, 
shade coffee as a means of increasing forest cover, community forestry, and protected area 
management. Each analysis was presented and discussed in a public forum (hearings, presentations 
to special interests and the economic cabinet, technical workshops) where further input was given to 
policy recommendations. 

The development of these working papers served several purposes. Principally. the papers provided 
:oncrete data and verifiable information on the nature of the problems in this politically 
:harged and sensitive sector. The process of vetting these papers brought together political 
'actions that just four years earlier had been at war with each other. Out of the analysis came 
several innovative forestry incentive programs, including proposals for forestry bonds, forest 
axes, tax exemptions, credit lines, and market information, that had not been tried or considered 
liable in El Salvador previously. In the process of preparing the working papers, sectors of 
Salvadoran society that had not previously been involved in policy formulation became involved and 
ook ownership of the recommended policy, eventually serving as advocates in obtaining approval at 
he national level. In early 1997, the National Forestry Policy and its implementing strategy were 
approved by the national government. 
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Case 10.4 

Evaluating and learning from experience: Designing policies and programs to protect Egypt's 
Red Sea coastal resources 

The design of management policies and programs for an area of largely undeveloped Red Sea 
coastline benefited from an analysis of the problems encountered in managing the coastal 
resources of previously developed tourist destinations. 

Over the past decade, the spectacular coastlines along Egypt's Red Sea and Gulf of Aqaba have 
been the sites of rapid growth generated by tourism. The Egyptian Government understands the great 
potential for expanded foreign exchange earnings from further growth of coastal tourism, and at the 
same time wishes to reduce settlement pressures in the heavily populated Nile River Valley by 
fostering employment opportunities elsewhere. There are proposals for at least 240 major resorts to 
be built along the Red Sea coast by 2020, and regional population is expected to increase at a rate of 
10-1.5 percent annually. 

A major issue is how to protect the beautiful coral reefs and fragile coastal ecosystems that 
provide the attraction for the tourists in the face of this projected growth. As part of the process 
of considering what policy and management arrangements are needed to assure that development 
patterns are sustainable, the government and USAID have considered, contrasted and drawn lessons 
from recent experience with tourism growth in the Gulf of Aqaba and the northern pan of the Egyptian 
Red Sea coast. esoeciallv in the Hurohada area. In the former. orotectorates were established. ~~-~~ - - -  - ~ ~ ~ ~ .  - ~ a  

staffed and financed, mahy by the Gropean Union. In many hstances, widespread damage to coral 
reefs was averted. By contrast, inadequate policies and policy implementation led to unconstrained 
development and environmental degradation in and around Hurghada. 

With assistance support provided by the USAID-funded Egyptian Environmental Policy Program, the 
Egyptian Environmental Affairs Agency and the Tourism Development Authority are developing 
policies and programs to protect and sustainably use the coastal resources of the southern zone of 
the Red Sea Coast, which is expected to experience rapid tourism growth in the years to come. The 
aforementioned informal assessment of recent experiences in  the Gulf of Aqaba and the 
Hurghada area is sewing to inform the design process and the features the development of a 
Conservation Management Plan for this southern zone to be prepared through a participatory 
process. The plan will call for: (1) preparation of accurate maps of high-priority marine and terrestrial 
areas; (2) activity zoning plans describing what kinds of activities are allowable in these zones; (3) 
carrying capacity analyses; health analyses, and monitoring systems to provide information on the 
current and projected status of priority natural resource zones to regulate use andmeasure impacts; 
(4) identification of services to be offered in these areas, such as shelter, information, patrolling, 
monitoring, and stakeholder self-policing; (5) incentives for stakeholder self-regulation; and (6) design 
and implementation of tourism fees and other measures to generate revenues for conservation 
management. 



Chapter 6: Policy Design 

During policy design, options for addressing a diagnosed problem are identified and analyzed, 
leading to the selection o f  the options to be implemented. Design involves three steps: (1) review " - - . .  

and assessment o f  alternative intervention points, policy tools, and approaches; (2) development 
o f  supporting information on  the short list o f  interventions, tools, and approaches; and (3) 
selection o f  the best policy option for implementation. 

Lessons 

1 case 12.1 I Policy design during economic transition: Overcoming the poor climate for 
environmental investments in Central and Eastern Europe and the former Soviet Union I 

Case 11.1 

Case 11.2 

Cash transfers are catalysts for Egyptian policy reform programs 

External pressure limits forestry sector reforms in Indonesia 

I Case 12.4 I Managing Central Asians water resources: Setting an appropriate spatial scale for paky 
design I 

Case 12.2 

Case 12.3 

Consewing Madagascacs unique biological diversity through rural development 

Regional policy design preserves wildlife habitats in Botswana 

I Case 13.3 1 Structuring incentives for reform in Zambia I 

Case 13.1 

Case 13.2 

Conflicting forestry policies create disincentives for sustainable management strategies 
in Burkina Faso, Niger, and Thailand 

Agreement for higher tourism operator fees in Galapagos reached by extolling benefih 
of protecting ecological resources 
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Case 14.1 Environmental monitoring and enforcement authorities devolve to local governments in I I Indonesia 1 
Case 14.2 

Case 14.3 

Prosecution constraints limit effectiveness of system of fines for marine damages in 
E ~ Y  Pt 

Powerful interests and regulatory reform of electric power in India 
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Lesson 11: Donors' partners are not always receptive to policy assistance 

What has been learned 

USAID's assistance partners are often protective of their role in policymaking. While they 
welcome project assistance, they may resist assistance in shaping or implementing policy. 
Helping with policy design may be perceived as too intrusive a role for donor organizations, 
signifying the recipient's weakness and diminishing the credibility of the government's 
policyrnakers. Donors must break down barriers to policy support and seize opportunities for 
intervention. 

Key underlying issues 

Sovereignty. As steward of the public's environmental and natural resource trust, government is 
accountable for decisions that conmbute to the quality and value of these resources. 
Policymaking is a core management function of government. By their nature, policies establish 
rights of access to resources, condition resource use, and determine the benefits that may be 
obtained by holders of these rights. USAID's partners are often concerned about compromising 
their sovereignty if they permit foreign intervention in setting policy, even when a compelling 
case can be made that the country will benefit from the proposed policy changes. Policymakers 
must establish their credibility both within the govemment and among stakeholders affected by 
their policies. This credibility is easily undermined if donors are perceived to be leading--rather 
than supporting-policy reform and implementation. 

Resistance to change. Donor organizations often encounter bureaucratic resistance to rapid 
change. Protocols for revising legislation and regulations must be followed, even if the process is 
slow and uncertain. In some cases, elected officials may try to avoid introducing controversial 
policy reforms just before elections if the reforms could have a bearing on the outcome of the 
elections. And if the benefits of the policy reforms are not perceived to be large enough or if the 
reform effort would pull resources away from other agendas, agencies may be reluctant to 
champion policy reforms. In other situations, government officials may want to slow do\m 
reforms because of opposition within the government or among staff in the agency that \ d l  be 
responsible for implementation. For example, in Tanzania, career wildlife officials opposed the 
devolution of wildlife management responsibility to local people because many of the new 
managers had been fined in the past for poaching. 

Projects vs. program. "Brick and mortar" projects yield tangible, visible, and immediate 
benefits and may be preferred by donors' partners to policy assistance. Governments can readily 
translate project results into political credibility and leverage. Policy is a far slower, more 
uncertain process that often creates losers as well as winners and yields benefits that may only be 
realized over several years. 

Barriers to policy assistance. USAID can help "sell" its intervention in policy in a number of 
ways. Most importantly, current policies must be carefully evaluated and alternatives identified 
and assessed. Partners will be more receptive to outside involvement if proposed changes yield 
significant net benefits over current policies. In addition, partners may be swayed by the nature 
of USAID's commitment both in the duration and scope of assistance being offered. It is 
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important for USAID staff to view the assistance as a partnership. One mechanism that has been 
effective in breaking down bamers to policy assistance has been USAID's cash transfer program 
(Case 11.1). Sometimes the opportunity to promote policy reforms arises because USAID's 
counterparts want other forms of assistance. For example, in Indonesia, the International 
Monetary Fund (IMF) tied its economic emergency package to reforms in the forest industry 
(Case 11.2). While this case illustrates how IFIs may be able to combine their financial support 
with targeted policy reforms, it also shows that one-shot interventions may not be effective if the 
normal process of policy reform is circumvented or the government's commitment to policy 
reforms is not strong. 

Tying assistance toperformance. Recognizing that the policy process may move very slowly as 
a result of changes in government and shifts in champions from one stage to the next, it may be 
useful to introduce incentives for reaching mutually agreed policy milestones. These may include 
completion of background reports, development of draft legislation, or evidence of commitment 
of resources for implementation. USAID has successfully tied assistance resources to policy 
milestones in the Egyptian Environmental Policy Program, where cash transfers are based on the 
Egyptian partners agreeing on policy measures. This program is structured'around tranches 
defined by the amount of cash that will be transferred if all policy measures are met and by a list 
of policy measures that have been negotiated with the Egyptian partners before each tranche. 
Each tranche must be of no less than 12 months and no longer than 18 months. The policy 
measures have to be met by the end of the tranche to trigger the cash transfer. A simpler type of 
conditionality is illustrated by the use of graduation requirements to secure additional funding. 
For example, under USAID's DEMO project in Jamaica, environmental NGOs were required to 
reach a prescribed level of self-generated financing before they were eligible to receive 
additional grant financing from USAID. 

Programmatic implications 

1. Donors must establish their credentials and make a commitment early in the policy process, 
if possible. They can get involved in policy dialogue by supporting analyses of existing 
policies and by participating with other donors in workshops and roundtables. 

2. Donor organizations should avoid "pushing" the policy process. The partner's leadership role 
in setting the schedule and the agenda should be respected, and donors should expect to play 
a supporting role. 

3. Where policy reform assistance is bundled with other support outside and within the 
environmental sector, USAID should emphasize the win-win nature of the assistance effort. 

4. Donor organizations can help the partner "sell" outside assistance to local constituencies. For 
example, identifying key "sweeteners" may help close the deal. 
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Case 11.1 

Cash transfers are catalysts for Egyptian policy reform programs 

For several years. USAlD has supported macroeconomic and agricultural policy reforms in Egypt 
Recently, a similar program was initiated for the environment. These sector reform programs provide 
technical assistance to the Egyptian counterpart ministries and agencies to facilitate the adoption of 
significant and sustained policy reforms. A cash transfer mechanism-tying cash to the successful 
adoption of policy measures-has been an important incentive in  the sector reform programs, 
providing counterpart agencies with much needed resources outside the normal budget cycle 
while enabling USAlD to press for reforms 

USAID's sector reform programs have all involved a similar structure featuring close cooperation with 
Egyptian counterparts in identifying the reform agenda, a targeted technical assistance program and 
cash transfers. With its Egyptian partners, USAlD has negotiated tranches of policy measures that 
have resulted in the transfer of hundreds of millions of dollars to Egypt. Technical assistance is 
provided to help counterparts design, implement and monitor reforms. If policy measures are 
achieved wifhin a specified timeframe, the U.S. transfers cash i n  amounts agreed in earlier 
bilateral negotiations. For example, if most (but not all) of the policy measures are achieved in the 
tranche, some portion of the total amount (say 80 percent) would be transferred. 

To be successful, these sector reform programs must meet two challenges. First. the slate of 
policy reforms must result in real and sustainable benefits to Egypt. Current policies and options for 
reform must be carefully analyzed based on international experience; they must also be discussed 
thoroughly with policymakers and stakeholders to ensure that they are grounded in Egyptian political. 
economic, social, and cultural realities and that potential obstacles to reform can be addressed. The 
outcome of this process is a set of realistic policy measures that can be endorsed by the Egyptian 
counterparts in negotiation of each tranche. Second, the cash transfer must benefit the counterparts 
responsible for achieving the policy measures. 

Although cash transfers are oflen effective, this mechanism also has some weaknesses. Most 
I importantly, cash transfers may create the expectation that counterparts must be rewarded for 
1 adopting reforms, even though the reforms should stand on their own merit This can make it d i i l  
for other donors to press for reforms if they are not able to offer financial incentives. Also. not all 
USAlD missions or other donors have the resources to offer large cash transfers. 

However, even small amounts may still have a catalytic effect. Also, in the Egyptian programs. 
there isa  time laa between when the cash transfer is made and when resources become available to 
the counterparts.lWhen U.S. currency is transferred to an account conbolled by the Ministry of 
Finance, it can be used to retire official US. debt (up to 25 percent) or purchase US. commodities. 
When commodities are purchased, the US. vendor is paid out of the 'dollar accounr and the 
equivalent amount in local currency is transferred to the counterpart agency or ministry. Thus, only a 
portion of the initial cash transfer is received by the counterpart, and then only months or even years 
after the policy measure has been achieved. Also, even afler the local currency is received by Me 
counterpart, there is no assurance that individual departments that had achieved the measures will 
gain access to these financial resources. Because of the uncertainty surrounding the timing and 
receipt of local currency, counterparts at the departmental level may value brick and mortar projects 
more highly than policy assistance. 
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Case 11.2 

External pressure limits forestry sector reforms in Indonesia 

In structuring an economic emergency package for Indonesia, the IMF was able to attain 
concessions for much-needed policy reforms in forestry. However, the reforms were elaborated 
in a timeframe dictated by the economic package, thereby circumventing the normal process of 
policy reform. In retrospect, the government was not committed to the changes, and the 
implementation had only limited success. 

Indonesia's forests were the source of more than $5 billion per year in foreign exchange earnings over 
the past decade. But these valuable rainforests were also being exploited unsustainably. The forest 
harvesting and processing industries in lndonesia have been described as a typical factor that 
contributed to the Asian financial crisis. Accounting for two-thirds of the foreign currency earned by the 
forestry sector, the export-oriented plywood industry was tightly controlled by an association headed by 
one of former President Suharto's closest associates. The pulp and paper industry had long promised 
to establish forest plantations, but made little progress and continued to rely on biologically rich 
rainforests as feedstock for this industly. Policies governing industry taxation and reinvestment in 
forest husbandry have been inconsistent and susceptible to political manipulation. 

By late 1997, Indonesia's currency and economy were collapsing, and its forests were in flames and 
suffering from mismanagement. An IMFdrganized financial restructuring appeared to provide an ideal 
opportunity for donors and civil society to pursue long-advocated comprehensive forestry reforms. The 
World Bank included a slate of such reforms in the IMF's letter of intent. But neither organization 
established credible mechanisms for monitoring and evaluating the policy reforms' implementation and 
results. In fact, reforms were mostly in the form of ministerial decrees from the Ministries of Forest and 
Trade and Industry that often failed to address the structural problems of the forestry sector. 

Some progress was made in implementing several of the key measures, especially those that 
could be implemented by presidential or ministerial decree. The plywood and rattan marketing 
:artels were dismantled, a new forest taxation scheme was introduced, and the Ministry of Finance 
:ook control of an off-budget $1-billion reforestation fund financed by a special tax on harvested logs. A 
new policy allowing greater community involvement in the management of state forests was also 
ssued, though not actually implemented. 

iowever, the reform process at the time lacked transparency and failed to address the most important 
ssues of overcapacity of the plywood industry, illegal logging by concessionaires, and reform of forest 
and tenure and land use. Plywood output declined for a while, but this mainly reflected a depressed 
'egional market rather than a response to structural reforms. The IMF-led reform process was entirely 
3 central government affair that excluded private forestry enterprises (who were the object of the 
8forms) donors, NGOs, and local and regional governments. In fact, after the reforms were 
mplemented, a marked increase in illegal logging and unauthorized conversion of production land and 
~rotected forests into oil palm and other plantations occurred. The condition of the forests was worse 
han before the reforms. 

Several lessons can be learned from this case. First, in this situation, linking fundamental economic 
sforms to a short-term economic emergency package was an inappropriate strategy. The IMF 
lackage may have catalyzed the reform process but could not support it for the longer timeframe 
equired. Second, the incentive to reform was lacking: the central government agencies charged 
~ i t h  the reforms stood to gain the least from their implementation; rather they would lose both 
~olitical power and economic rents. Third, the IMF process excluded the most important actors in  
:he forestry reform process. The IMF's preference for secret negotiations-whatever the merits of 
such an approach with respect to financial markets-only encouraged a lack of accountability on the 
)art of the government, diluted their commitment to reform, and made it difficult to build the broader 
lrivate sector and regional government consensus required to implement forestry reforms. 
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Lesson 12: Policy design must consider variety of economic and 
environmental factors 

What has been learned 

Enhancing environmental quality and conserving natural resources require that the economic 
challenges faced by developing countries and economies in transition be addressed. Most 
countries, especially poor ones, are unwilling to make economic sacrifices to enhance 
environmental quality. Rather, environmental goals are more easily advanced when they also 
contribute to economic progress. However, such win-win solutions may be more of a catalyst to 
policy, achieving some improvements without engendering costs. However, for most policies, 
trade-offs are inevitable; addressing environmental problems will require a careful specification 
of the economic and other costs and specific actions to minimize these costs. 

Key underlying issues 

Market failures. Environmental economics focuses on trade-offs between environmental quality 
and demand for goods and services. Market failures result when prices reflect only private costs 
and ignore damages from pollution or natural resource exploitation. Under these circumstances, 
consumers neglect external environmental impacts of production, consumption, and other 
activities. These may be positive or negative, more often the latter. An integrated environmentai- 
economic perspective includes an examination of taxes, regulations, and other policy instruments 
that a government can apply to alleviate market failures. 

Policy failures. While market failure is pervasive in poorer countries, excessive pollution and 
resource depletion often result fiom governmental suppression of market forces, scarce human 
capital, and weak institutional underpinnings for a market economy. Policy design can best 
address such "policy failures" by focusing on ways to increase productivity, enhance 
environmental quality, and contribute to economic well being. For example, municipal water 
supply systems throughout the developing world have been heavily subsidized. Tariffs paid by 
those firms and households that are fortunate enough to have water system connections seldom 
cover the full cost of the service; central governments usually d e h y  the system's financial 
losses. Thus, neither suppliers nor users have incentives to conserve water. At the same time, 
pumping stations, water mains, and related infrastructure are constructed and operated with little 
heed for cost-efficiency, and managers are seldom responsible for the financial shortfalls 
resulting from their decisions. Rather, the poor-who most often rely on unsanitary, expensive 
water sources-foot the bill. 

Appropriate resource pricing and cost recovery. Many opportunities exist to increase efficiency, 
promote equity, and conserve natural resources through appropriate pricing and cost recovery. In 
particular, increasing prices (and reducing subsidies) can impel consumers to use water and other 
resources more carellly. Moreover, the need to cover expenses out of revenues-instead of the 
central government's budget-inspires system managers to accurately account for costs and 
encourages efficient design and operation of physical assets. It also makes managers more 
inclined to conserve watersheds. Appropriate resource pricing creates the opportunity to extend 
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environmental services to poor communities and properly maintain plants and equipment so the 
quality of services provided does not deteriorate. 

Macroeconomic linkages and incentives. Micro-level incentives must reflect the macro-level 
options available. For example, if a policy change aims to slow the rate of agricultural expansion 
into forested lands, then the macro-economy must offer farm households alternative ways to 
increase their income. Access to fertilizer and credit, market infrastructure, availability of 
imported or domestically produced agricultural machinery, and foreign exchange policies may 
have as much influence on deforestation rates as forestry sector policies. If, as in the former 
socialist countries of Eastern Europe, the declared policy is to reduce energy consumption-and 
pollution levels-per unit of economic output, then it matters whether energy prices reflect true 
economic costs and whether cost-saving and profitability create any appreciable benefits for the 
plant managers who make the decisions. 

National andglobal context. Environmental policy options depend on a society's broader 
economic, political, and governance paths. Transition economies face a number of challenges in 
establishing effective capital markets. This may lead to environmental policies with lengthy 
compliance schedules and adoption of financial incentives to spur investments (Case 12.1). Also, 
the temptation to adopt command-and-control environmental approaches must be weighed 
against the growth and efficiency benefits of a market-driven economy. In the United States, 
judicial and governance systems have strongly influenced environmental policy, including the 
right to file suit against polluters and the public's right to information. In the rapidly expanding 
economies of Southeast Asia, the emerging concept of "greening the supply chain" is affecting 
environmental policies because export industries depend on Western consumers who 
increasingly place a high premium on environmentally responsible production. NGOs, both 
domestic and international, have also gained influence as information networkers and lobbyists. 

Environment and development links. When people are convinced that a habitat-or 
management practices associated with conservation-offers economic value, they are more eager 
to protect that habitat. Conservation efforts in Madagascar have focused some attention and 
resources on understanding and promoting development in the regions surrounding parks and 
protected areas (Case 12.2). 

Spatial dimension of environmenfalproblems. Today's major global and local environmental 
problems-global climate change, loss of biological diversity, unsustainable land use, natural 
resource depletion, air and water pollution, the demographic resource imbalance-all require 
action that crosses national, sectoral, and institutional boundaries. Watersheds provide excellent 
examples of this: soil erosion in the Himalayas affects flooding in the Ganges delta; deforestation 
in the Futa Jallon, through the effects of evapotranspiration, reduces water flows and irrigation 
potential along 1,000 miles of the Niger River. Cases 12.3 and 12.4 describe situations in 
Botswana and Central Asia that demonstrate the importance of setting an appropriate spatial 
scale for policy design that is coterminous with the problem at hand. 

Programmatic implications 

1. It may be useful to assess environmental deterioration caused by policy failure or inadequate 
investment in human and social capital. There may be some limited opportunities for win- 
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win solutions that simultaneously improve environmental quality and contribute to economic 
development. At a minimum, policies can strive to balance environmental and economic 
values. 

2. Donors and counterparts must carefully appraise the potential effects of environmental policy 
change on natural systems and populations to determine appropriate boundaries for 
environmental policy analysis and actions. 

3. The underlying causes of environmental problems should be considered when preparing 
national environmental action plans or other strategies, policies, and institutional reforms. 
Positive action requires a strong consensus that the social costs of environmental 
mismanagement exact a serious economic toll, and obvious policy failures must be addressed 
before dealing with market failures. 



- - 
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Case 12.1 

Policy design in economic transition: Overcoming the poor climate for environmental 
investment in Central and Eastern Europe and the former Soviet Union 

The economic transition in Central and Eastern Europe and the former Soviet Union provides a 
number of illustrations of the affect that prolonged recession and sluggish market reforms can 
have on environmental investment. These factors have profound implications for the design of 
environmental policies and the subsequent pace of implementation. 

Among the economic factors that led to a virtual cessation in environmental investment in the former 
Soviet Union and decreased levels in Central and Eastern European countries were the following: 

Loss of historical markets for both inputs and outputs, followed by new barriers in trade resulting 
from the creation of new countries and borders, with the flow of goods monitored by customs 
services. 

Protracted periods of recession, reduced per capita incomes, high rates of inflation, and under- 
employment coupled witha rigid, immobile labor market and a severely Stressed socialsafety net. 

Poorly functioning capital markets that focus mainly on servicing official government debt and 
currency transactions. When loans have been available, they have been characterized by short 
repayment periods and high interest rates. 

These factors have seriously constrained investment in the environmental sector of countries hardest 
hit by the economic downturn. Among enterprises, capital and operations and maintenance 
expenditures on the environment have declined precipitously, with many enterprises resorting to 
economic triage to maintain bloated labor forces and keep production lines open. Investments in 
municipal environmental services, which must increasingly rely on user charges and local taxes as 
national governments devolve authority to municipalities, have also been seriously curtailed because 
households and businesses are unable to pay user fees that fail to cover even O&M expenditures 
adequately. 

Countries in  the region have taken account of economic realities in  designing environmental 
policies. Stricter standards have been phased in to allow adequate time for facilities to comply, 
environmental funds have been established to provide subsidized financing for environmental 
investments, and donors have been encouraged to provide investment support in addition to 
technical assistance. 
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Case 12.2 

Conserving Madagascar's unique biological diversity through rural development 

Madagascar's strategy to conserve its unique biological diversity recently has been reoriented 
to mitigate land use conflicts, provide a greater voice to rural stakeholders, and target some 
resources to economic development and poverty alleviation in rural areas. A 1995 environmental 
analysis helped reorient the focus of policy design from resource protection to understanding the 
dynamic linkages between environment and development Winning the environmental baffle absolutely 
requires successful policies to address the economic baffle. 

Madagascar's population will at least double in the next generation, even if fertility reduction programs 
are successful. Food availability must double over the next 25 years--a growth rate of 3 percent per 
year-and most of this growth will need to come from increased crop output and yields rather than 
imports. Most farmers in Madagascar are poor, small landholders who practice traditional land 
management. Little intensification of land use is as yet taking place. Most increases in output driven by 
the growing population's need for food security and survival take place through 'extensification' of land 
use--pushing up fragile hillsides and out into biodiversity-rich forests. This results in'more land 
degradation and shrinking commons-both of which spell even greater impoverishment of farmers and 
of the counby as a whole. 

Breaking the vicious circle of extensification and degradation of farmlands and commons cannot be 
accomplished sustainably by somehow barring small landholders from forests or hills since their 
strategies are based on desperation and a lack of alternative strategies. Rather, the baffle to protect 
Madagascar's biodiversity will be won or lost on agricultural land away from the forest because the 
battle in which rural populations are engaged in is about production and land use, not the environment 
In this battle. environmental outcomes are the bv~roduct  of land management and ~roduct ion 
decisions. in  the absence of a sound land maniiement and agricultual productidn policy, 
there is no viable resource conservation policy because how people manage land and 
production options determines what they do to the forest. 

Striking the right balance in program resource allocation is key. Specifically, the environment 
strategy needs to be adjusted by substantially increasing the emphasis on rural development 
and small landholder management on farmlands and open-access lands, especialiy in areas where 
population pressure is the greatest, often far from the protected forests and parks. This will require 
links between sectoral programs. 

' The suggested rural development path would intensify productionin the valley floors and lower 

I 
hillsides and protect the land through antierosion investments on hillsides and upper watersheds. 
Intensification will require much more fertilizer and manure use, as well as roads and jobs to generate 
cash to help buy them and to sell the products. But poverty alleviation also needs to be a key part of 

1 the strategy. Rural poverty is the enemy of intensification and land protection insofar as widespread 
i rural poverty directly and indirectly drives destruction of forests and hillsides. Poverty also exacerbates 
the dilemma by increasing population growth. Thus poverty alleviation strategy will also enhance 
family planning programs. 

Critical time and scale elements are implicit in this strategy. It must respond quickv enough for poor 
peasants on the margin of survival. And it must make substantial numbers of small landholders better 
off, rather than just reaching the pockets of people in buffer zones around the forests. 
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Case 12.3 

Regional policy design preserves wildlife habitats in Botswana 

This case from Botswana highlights the point that policy design must account for regional 
economic conditions to solve the technical problems in park and protected area management 
and create the enabling conditions to support actual increases in tourism revenues. As in many 
countries, parks and protected areas in southern Africa compete with alternative land use by local 
populations, such as raising crops and livestock, gathering fuel, and hunting wildlife. 

The region, richly endowed with some of the most stunning natural assets in the world, can support 
high-value tourism that could generate substantial income for local populations. If properly managed, 
returns from tourism could vastly exceed returns from resource mining, reversing current incentives. 
Revenues derived from tourism create powerful, long-term incentives for resource conservation, while 
also directly increasing rural incomes. Regional coordination in tourism development, including 
investment, training, capacity building, and infrastructure development, can enhance the attractiveness 
of packages offered, thus increasing the size of the tourism pie. Tourism in every country depends 
heavily on a strong regional image overseas-turmoil in one country hurts all the countries in the area. 

Tourism development in the Chobe Enclave in northeastern Botswana illustrates the need for policy 
dialogue since improvements in national policy environments might still leave the desired 
result unattained. The Chobe Enclave is surrounded by protected areas that contain abundant 
wildlife and provide income to the farming and herding families nearby. To reduce the costs to the 
Chobe community that come from restricting livestock use and farming practices, the USAID-funded 
Botswana Natural Resources Management Project began a process of involving the community in the 
planning and management of wildlife utilization proposals. Each village in the enclave has participated 
in meetings to foster understanding of community-based resource management projects with a focus 
on wildlife quotas. Representatives from each village form the Chobe Enclave Conservation Trust 
Board, which manages wildlife quotas for the protected areas through a safari company. Through 
leases to safari companies, revenues can potentially provide more income to local populations than 
traditional subsistence activities. Since its inception, revenues from tourism activities undertaken by 
the safari company have continually risen and were expected to double with the reintroduction of 
elephant sport hunting in 1996. 

The first revenue received from the lease was 25,000 pula in 1993. By 1996, annual revenues from 
the leases were expected to reach 300,000 pula (about $100,000) for local communities, exceeding 
current household per capita income, assuming the revenue is distributed to villagers. Most project 
income is passed on to the participating villages, further strengthening their commitment to maintain 
the environmental and biological assets of the surrounding parks and protected areas. 
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Case 12.4 

Managing Central Asia's water resources: Setting an appropriate spatialscale for policy design 

This case from the Central Asian Republics illustrates the need for policy design and associated 
dialogue on a scale appropriate to the environmental problems being addressed. What began 
as an effort to deal with the acute problems of a shared ecological catastrophe evolved into an 
opportunity to promote regional peace and prosperity. Assistance to the Central Asian states is helping 
convert water issues from a source of conflict into a force for peace and economic stability. 

Irrigation-based cotton production in the 1970s in Central Asia had a catastrophic effect on the Aral 
Sea and the region's residents. With the breakup of the Soviet Union, the Aral Sea Basin 
encompassed six independent states, each with its own requirements for water quality and quantity. 
Leaders from five of the Central Asian Republics (excluding Afghanistan) met in 1993 and 1994 to 
establish an Interstate Commission on Problems of the Aral Sea (ICAS) and pledge their support for 
cooperative solutions to the ecological crisis. I 

! 

The international community also responded. The World Bank supported a broad-based program of 
studies meant to define a set of concrete investments in the water sector. The European Union 
stepped in with related analyses of water and agricultural institutions. USAID's investments in 
providing access to drinking water helped to create strong working relationships with the region's new 
governments on issues of water management. Beginning in 1995, this credibility was used to establish 
a new USAID-supported regional program on water resource management to introduce concepts of . 
water economics and conservation to me Aral BaSln. 

US. experts felt that the greatest single barrier to more efficient use of scarce water resources in the 
region was the lack of effective water pricing. Introducing water metering and pricing to the new 
republics seemed a radical idea at the time, but it quickly caught on among water planners and 
environmental officials alike. A recent survey found that all five republics now have some form of water 
pricing in place. 

Another component of U.S.-sponsored policy analysis and follow-up dialogue focused on conflicts over 
competing water uses between upstream and downstream states. The pure water from the l i en  Shan 
Mountains become highly polluted with waste from industry, mining, cities, and agriculture as it flows 
toward the Aral Sea. A plan of action was prepared for cooperative efforts to address a variety of 
upstreamdownstream water quality issues. 

Even more contentious than water quality problems, though, are concerns about water distribution. 
The major question is whether upstream reservoirs should be used primarily to store water for 
irrigation or to generate hydropower. The problem is most acute in the Syr Darya River, where 
Kyrgyzstan is inclined to run the power turbines of its Toktogul Dam all winter to provide cheap 
electricity for heating. This creates huge problems for the downstream states of Kazakhstan and 
Uzbekistan, which want the water stored for the summer growing seasons. But there is another 
problem. If the water is released for hydropower in the winter, the frozen rivers cannot accommodate 
the flow. Much of the water is diverted to an inland depression in Uzbekistan and will never even reach 
the Aral Sea. 

A series of one-year agreements were negotiated between Kyrgyzstan, Uzbekistan, and Kazakhstan 
to set the water-release pattern from Toktogul Dam in favor of agriculture, with compensation in the 
form of cash payments and transfers of gas and coal to Kyrgyzstan. U.S. water and energy experts 
have been workino alonoside their Central Asian countemarts to devise an eauitable rnultivear 
agreement for w a k  sh&ing in the Syr Darya River that ieatures the of fair cost&cation 
and compensation. After two years, a new five-year interstate agreement was signed linking the three 
countries plus Tajikistan in cooperative use of the Syr Darya's waters. The agreement will also help to 
ensure adequate annual flows to the Aral Sea to support its gradual restoration. 
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Lesson 13: The incentive structures of policy instruments should be analyzed 

What has been learned 

Policies may perform poorly in practice because there are inadequate incentives (or 
disincentives) to comply. Ideally, policies will result in certain and predictable directional 
changes in stakeholder performance such as reductions in pollution, longer forest rotations, 
reduced fishing effort to increase yields, or adoption of more environmentally friendly 
technologies. However, in practice, unanticipated flaws in the design or weak enforcement may 
undermine policy implementation. To a certain extent, both types of problems can be anticipated 
at the design stage; it may be possible to modify the policy or, if not, to make adjustments during 
implementation to compensate for design flaws. Thus, it is important to fully assess the structure 
of incentives and the factors that may reduce a policy's effectiveness. 

Key underlying issues 

The nature of incentives. All environmental and natural resource policy reforms involve 
modifying the existing incentive structures of stakeholders. In some cases, policy reforms dictate 
changes in behavior, compelling stakeholders to adopt certain practices or discontinue use of 
inputs. Examples include bans on certain agricultural chemicals, regulations requiring specific 
technologies to address pollution, modifications in fuel quality (such as elimination of lead in 
gasoline or reduction of sulfur content in diesel fuels), fishing gear restrictions, and regulations 
on replanting of harvested forestlands. For other types of policies, changes in the incentive 
structures involve the modification (or introduction) of prices for inputs, outputs, or pollution. In 
these cases. stakeholders are afforded some flexibilitv in resoonding to the new orice information - 
and in modifying their consumption or production decisions. Examples of policy instruments that 
provide flexibility to respond to prices include such mechanisms as product charges, fuel taxes, - 
emission trading,-pollution fees, knvironmental liability rules, or severance taxes on timber or 
minerals. 

Economic assumptions. For many environmental and natural resource policies, incentive 
structures for stakeholders are designed to encourage investment or changes in the production 
process. Policy reforms are structured in a way that will elicit the desired shift, whether to reduce 
pollution levels through end-of-pipe controls and process changes or to alter natural resource 
investments. In designing incentives, assumptions are made about economic and market 
conditions and stakeholders' motivational structure (for example, profit maximization). As long 
as these assumptions reflect the actual situation, the policy reforms, all things being equal, will 
yield the desired results. Unfortunatelv, considerable uncertaintv mav be associated with these . . 
assumptions, especially in developing countries and economies in transition, such as those of the 
former Soviet Union. Similar problems have been observed in Asian markets, where a 
combination of decreased demand and tightening credit have reduced overall investment: 
crowded out environmental investment activity, and discouraged natural resource-based 
industries from making environmentally friendly investments. 

Market assumptions. Another type of market problem relates to the development of new markets 
for commodities. In Jamaica and elsewhere in the Caribbean, small farmers and larger plantation 
owners were encouraged by the prospects of high export demand to convert lands to crops such 
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as bananas and other fruits. However, a combination of excess supply, trade barriers, and overly 
optimistic price predictions resulted in the abandonment of many of these crops when prices fell 
too low to even justify harvesting. Thus careful analysis of emerging markets for agricultural 
crops and timber is necessary to ensure that stakeholders respond to policies in the desired way. 
For example, a policy designed to encourage cultivation patterns that reduce erosion, conserve 
water, or require less chemical inputs must be responsive to market conditions and potential 
bamers. 

Conflictingpolicies. The effectiveness of environmental and natural resource policies may be 
d i s h e d  because they conflict with other policies. Often, these conflicting policies have been 
promulgated and justified on economic grounds, resulting in trade-offs between environmental 
and economic goals. Examples of sector policies that may undermine environmental policies 
include customs and tariff policies that inhibit access to (or increase the cost of) innovative 
technologies that can effectively reduce pollution and commodity board requirements that 
necessitate the profligate use of agricultural chemicals to meet export product standards. Another 
example is inheritance and property ownership laws in some African countries that prohibit or 
severely limit the ownership of property by women, thereby restricting their ability to meet 
collateral requirements of loans. Several examples of conflicting policies arise in forest and 
watershed management. As shown in Case 13.1, governments have tried to encourage good 
stewardship of the land with one policy change while maintaining other policies that seriously 
reduced the potential benefits of the first policy. 

Benef& and costs. From a social perspective, policy reforms should result in net benefits- 
though there may be losers as well as winners. Policymakers need to recognize the key benefits 
and costs associated with a policy and anticipate the pressures that may be exerted on the policy 
by powerful stakeholders who are motivated by self-interest to alter incentive structures in their 
favor, dilute enforcement, or derail the policy entirely. In Ecuador, tourism operators agreed to 
pay higher fees for access to the Galipagos Islands archipelago once they were assured that 
additional revenues would fund improved environmental management (Case 13.2). Some key 
characteristics of benefits and costs include the following: 

. Most mainstream environmental policies are characterized by a large beneficiary group (such 
as residents with reduced morbidity or mortality risks) for which benefits per beneficiary are 
small. Losers are typically those stakeholders who must comply with the policy and incur 
costs that may be significant on the facility or company level. 

. Environmental and natural resource policies exhibit a distinct temporal structure, with 
benefits often lagging behind costs and accruing over a longer time period. 

. The benefits of environmental policies are often non-monetary, while costs are understood in 
monetary terms. 

Those interests that benefit from the status quo and would be negatively affected by a policy 
change are likely to be better organized and more motivated to act than those that would benefit 
fiom the proposed change. This is particularly true in environment and natural resource policy 
where the principal beneficiaries are often the population at large, or generations unborn, and 
where the initiative for policy reform often originates outside the country. Moreover, few of the 
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civil society groups in developing or transitional countries concerned with advancing public 
interests on environment and natural resource policy are broad-based membership organizations 
or can credibly claim to represent the interests or views of large constituencies. Well-organized 
or politically connected stakeholders may be able to exert pressure on government officials to 
ensure their interests are protected (Case 13.3), even if those interests conflict with those of 
society at large. 

Programmatic implications 

1. Policy design can benefit from an analysis that identifies key assumptions linked to how 
stakeholders respond to incentives. Economic scenarios can be scrutinized and alternative 
scenarios and outcomes identified and analyzed for their impact on stakeholder incentives. 

2. Policy trade-offs are both inevitable and ubiquitous. Although win-win outcomes are 
possible, whereby both economic and environmental goals are promoted simultaneously, 
sectoral and environmental policies are more likely to conflict. 

3. Potential conflicts with other policies may be identified early in the design process to 
determine the extent to which the conflicting policy will adversely affect the proposed reform 
and whether the proposed environmental policy adversely affects sectoral policies. Broad- 
based dialogue beyond the environment and natural resource agency is often necessary to 
overcome or minimize these conflicts. 

4. Empowered stakeholders are often better served than those with less power, particularly if a 
policy is not clearly and formally articulated. In assessing winners, losers, and the 
magnitudes of benefits and costs associated with new policies, some potential difficulties can 
be anticipated. 

5. Overcoming the political pressures that aggrieved but powerful stakeholders may exert on 
policies requires attention to the process of policy design, implementation strategies, and 
issues such as monitoring to improve accountability, providing implementers with 
appropriate incentives to promote the policy and increasing transparency through greater 
involvement of the public by using NGOs and PVOs in the development of implementation 
strategies. 
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Case 13.1 

Conflicting forestry policies in Burkina Faso, Niger, and Thailand create disincentives for 
sustainable management strategies 

When policies of different sectors conflict or authorities fail to account for local interests and 
incentive structures, it may be difficult to successfully implement policies. Policymakers need to 
assess and rethink incentives for complying with new policies, from the perspective of those affected 
by the policy, either positively or negatively. 

Burkina Faso attempted to preserve the few trees remaining from deforestation by affirming the 
government's authority over the management of trees and forests. This meant that farmers who had 
planted trees in their fields could not freely use them. At the same time the government gave new 
recognition to traditional healers to deal with a number of ailments and gave them official posts in the 
hospitals. Healers told of being praised by the Health Ministry for their work-and arrested by forestry 
personnel as they cut tree bark and roots or halvesled leaves and wildlife products necessary for their 
locally produced medicines. 

In Niger, a government-instituted policy intended to enhance tree cover had the opposite effect For 
years, fines had been levied for cutting branches of trees. Property owners could be fined even if the 
branches had been cut illegally on property they owned. At the same time. a permit to harvest trees 
could be purchased from the government and include trees on any private property in a particular 
zone. Farmers who planted trees for live fencing gave up the practice because it required the continual 
trimming, shaping, and reinforcing the fence line, for which they could be fined. Owners lacked 
incentives to plant trees and would pull out wildlings before they were noticed to avoid fines or the 
prospect that the trees would later be harvested without compensation. When local foresby agents 
and development workers agreed to suspend the enforcement of the govemment policy and 
regulations against trimming and cutting of live trees, farmers were quick to encourage and manage 
natural regeneration of trees and shrubs on their farms to their advantage, with a resulting increase in 
the production of forest and agricultural products. 

In northeast Thailand, in an effort to get people in selected watershed areas to plant tree?.. land 
certificates are offered to those who plant trees on their land. However, the forest service has 
designated only five species of trees that qualify, all of which are forest trees 'owned' by the 
govemment. Local residents would like to plant trees with secondary outputs--such as mulbeny. the 
leaves of which are used for silk production, or jackfruit, which provides a valuable fruit and timber. 
The failure to include these types of trees in the certification program has diluted local support of the 
environmental policy goals. In other areas of Thailand, farmers who gained the rights to manage teak 
plantations have frequently pulled out teak in favor of less desirable species. Again, all teak trees are 
owned by the govemment, whereas less valuable species may be managed with fewer cons!raints 
and controls, thereby benefiting the landholder. The same situation is seen in India where the valuable 
but increasingly scarce sandalwood tree has been the sole property of the government Local people 
remove the seedlings rather than risk having them grow on their land for the benefit of the 
govemment 
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Case 13.2 

Agreement for higher tourism operator fees in GaMpagos reached by extolling benefits o f  
protecting ecological resources 

An ecotourism industry that generates tens of millions of dollars in foreign exchange each year thrives 
on the Galapagos Islands today. Despite initial fears that increasing the berth fees for cruise ships to 
operate in the Galapagos would be detrimental to tourism, stakeholders changed their perception 
once they understood that increased fees would be used to aid, not inhibit, local development, 
while protecting ecological treasures. Ecuador's Institute of Forestry and Natural Areas (INEFAN) 
administers the Galapagos and determines access fees to the park. Domestic and foreign visitors pay 
well-established entrance fees. But in the early 1990s, tourism industry payments to INEFAN were 
scrutinized more carefully. 

In 1991, a researcher working on a USAID contract in Ecuador carried out a study revealing that yearly 
berth fees (patentes) paid by cruise ship operators were ridiculously low. For example, patentes paid 
by large vessels, which could carry up to 100 guests and had annual net revenues of at least $1.5 
million, were under $1,000. 

In August 1992, these findings were presented to INEFAN's new director, who responded by calling a 
meeting for representatives of conservation organizations, the tourism industry, and various 
government agencies. All agreed that the existing patenfes were too low, but no consensus was 
reached on an appropriate increase. During the course of negotiations, municipal officials, concerned 
that higher fees might cause industry cutbacks, were won over with the promise that some additional 
revenues would benefit local projects. Industry representatives agreed to the policy change because 
additional monies would be spent on effective conservation measures. By the end of the meeting, all 
agreed on raising the annual per-berth fee--from $6 to $200. 
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Case 13.3 

Structuring incentives for reform in Zambia 

Two examples from Zambia illustrate cases where irnplernenters lacked appropriate incentives to 
promote changes in behavior, leading interests that felt threatened by reforms to derail or 
subvert the policy reform process. 

Under a community forestry project funded by the FAO, the government of Zambia established a 
forestry program for local communities in the early 1990s. The program would enable local 
communities to manage the forests and wildlife to meet their needs and involved a planning process 
with forestry officials providing advice. One community wanted to reintroduce a type of deer native to 
their island home that had been previously over-hunted. Forestry officials approved an inexpensive 
plan in which local residents would capture and transport the deer, working with a professional 
zookeeper who had experience moving and managing these animals. Officials reported that they had 
obtained a permit for the community to capture the deer. Community members invested a great deal of 
time and energy readying the area for the deer andin developing a management plan. However, just 
before the deer capture began, an official from a different service within the same wildlife minisby 
decided that the deer could only be captured by his staff, at considerable expense, and transported by 
airplane instead of local boats. (It was minored that the richer farmers on the mainland coast had 
offered to buy permits to capture the deer for game ranching.) Government support of the community 
plan and the permit for the animals evaporated. 

In another case, Zambian charcoal makers living illegally in a forest near the capital Lusaka proposed 
that they manage the forest for the government according to an agreed-upon management plan. In 
return they wanted to live in their homes legally and to retain and sell the cuttings as charcoal. The 
forestry ofticiais, without personnel or funds to manage the forest itself, agreed to a consultation to 
establish the legal basis for such management and a baseline of the biophysical and human resources 
for establishing the plan. After initial progress, the government rescinded approval for the 
wnsultancies. It was found that the Commonwealth Development Corporation, with frozen local 
currency, had proposed to clear-fell the local forest and replant with a fast-growing species-a plan 
that had been rejected earlier by the World Bank as not being economically sound. To gamer support, 
the corporation had offered individuals-and ministries--part of the stock in this for-profit venture. And 
the charcoal makers were given notice to vacate the forest. 
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Lesson 14: Effective design must anticipate implementation barriers 

What has been learned 

Even if policy reforms are conceptually sound, providing appropriate incentives for stakeholders 
to address environmental problems or use natural resources more effectively, experience shows 
that the best design can fail unless implementation problems are anticipated and addressed before 
the final design is approved. Two keys to better design are early, preemptive analysis of potential 
implementation barriers and accommodations for implementers to participate in finalizing the 
design of policies. 

Key underlying issues 

Taxonomy of implementation barriers. Implementation barriers may decrease the effectiveness 
of policy reforms. Generally, three players have key roles in policy implementation: government 
institutions that facilitate implementation, implementing agencies and organizations, and 
stakeholders. Each group can make a significant contribution to the policy process, but each also 
has the ability to reduce the effectiveness of policy reform. Each group faces potential barriers: 

Governmentalpower structures. Once a policy has been approved, the executive, legislative, 
and judicial branches of government all have the potential to derail the policy. Major losers 
from policy reform will often be well organized and have access to the government through 
trade associations, lobbyists, and personal connections with government officials. These 
officials. even if they are not directly involved in the implementation of policy, can influence - - 
policy through their role in allocating budgets to implementing agencies, enacting legislation 
to complement policy reforms, or adjudicating legal challenges to policy or specific attempts 
to enforce the In South Korea, lagging industrial compliance in the 1980s and early 
1990s could be attributed in part to the political influence of the country's large business 
groups (chaebols). As seen in Indonesia, cutbacks in agency budgets can limit the ability of 
regulators to monitor air and water quality, detect permit violations, and develop an 
enforcement case against noncompliant facilities (Case 14.1). In addition, courts can slow the 
pace of implementation by enjoining new legislation. Policy reforms that feature enforcement 
sanctions as a deterrent to noncompliance often depend heavily on the support of the 
judiciary to prosecute violators and levy sanctions commensurate with the violation. In some 
countries, officials may be unwilling to arrest or prosecute the poor for crimes they commit 
to eke out a subsistence existence, in part because judges may be lenient and may reduce or 
dismiss damages. An example of alternative punishment occurred in Negril, Jamaica: a local 
man, arrested for fishing with dynamite, was offered the opportunity to learn to dive so he 
could obtain legal employment. 

Institutions. After approval, responsibility for implementation shifts to government agencies, 
or in some cases to NGOs, that are sometimes ill equipped to carry out the functions 
elaborated in policy reform. Potential problems include unclear delineation of roles and 
responsibilities, limited resources or capacity to carry out the new responsibilities, or a lack 
of commitment to the new policy on the part of the implementing institution's management 
(Case 14.2). This is particularly true in countries with a deeply rooted tradition of centralized 
policymaking. If implementers have not "bought into" the policy reforms, there may be 



Environmental Policv Lessons Learned Mw 2002 

resistance, as was seen in India (Case 14.3). In many cases, enforcement may put local 
officials at risk without adequate compensation. For example, the introduction of new laws to 
curb poaching or illegal harvesting may receive limited support from local officials and could 
provide incentives for officials to receive illegal payments for lax enforcement. 

. Srakeholders. Beneficiary groups are often not organized or empowered to assert their 
interests in policy reforms. To ensure that implementers are accountable to the public for 
policy, appropriate information must be made available to the public-and the public must be 
able to assess and disseminate this information. In some cases, it may be necessary to create 
or refocus the activities of NGOs to play this role. 

Ex-ante assessment requires early involvement of donors. Ideally, potential implementation 
barriers are evaluated and discussed during the stage of policy design. For such a discussion to 
occur requires the participation of implementing agencies and stakeholders who are in the best 
position to identify potential problems and to help find solutions. In some cases, implementation 
barriers may be so difficult to overcome that an alternative policy, perhaps less complex or 
relying to a greater extent on voiwitary compliance, must be considered. Discovering serious 
implementation barriers after a policy has been adopted can reduce the government's credibility 
and dampen donor interest in providing technical or fmancial assistance. 

Programmatic implications 

1. An analysis of the implementing institutions and players can help donors and implementers 
develo~ assistance and implementation strategies. The focus should be on reviewing the 

stages of the policy process and assessing the participation and roIes of agencies, 
government officials, and stakeholders to determine whether important players in 
implementation have been adequately engaged during diagnosis and design. 

2. Analyses of policy winners and losers should focus on institutions that may have gained new 
responsibilities and resources, as well as stakeholders. It is important to recognize that 
powerfd stakeholders would likely have supporters in sector ministries and agencies that 
may be able to exert indirect influence on the policy through budgeting of financial resources 
for the implementing agency or in reducing political support for enforcement. 

3. Poor linkages between central and local authorities reduce the effectiveness of 
implement%ion efforts. These linkages can be strengthened by involving local agencies and 
authorities in the implementation process as early as possible, convening workshops to 
present the new policy to local irnplementers, and targeting local officials and staff for 
training programs and procurement programs that support effective implementation. 
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Case 14.1 

Environmental monitoring and enforcement authorities devolve to local governments in 
lndonesia 

Indonesia's plans for a more decentralized and pluralistic political system increases the 
prospects for expanding the scope and shifting leadership of environmental monitoring and - 
enforcement to regional and local agencies. 

lndonesia is a large, populous, and biologically, geographically, and socially diverse country, dependent 
heavily on natural resource extraction and healthy environmental systems for its economic 
development. While this would seem to argue for vigorous environmental regulatory enforcement, these 
same factors also mean that control of lndonesia's environment and natural resources is the most 
powerful political and economic dynamic in the government. Indonesia's Basic Law on the Environment 
(1982) required government agencies to police themselves, with the Environment Ministry providing 
policy coordination and guidance. Not surprisingly, most powerful central government line agencies 
have viewed environmental management mostly as a threat to their political and economic interests, a 
sense compounded by the fact that the active environmental NGO movement and the Environment 
Ministry usually stood for greater public participation, transparency, and less resource extraction. In part 
to address this institutional weakness without making more fundamental changes, lndonesia created a 
national environmental impact agency, BAPEDAL, in 1990 and vested it with responsibility to implement 
the country's environmental laws and regulations. Between 1990 and 1996, BAPEDAL's staff increased 
from 30 to 500, and by 1997 it had a budget of $12 million. With support from the World Bank and other 
jonors, the technical capabilities of its staff have improved steadily. 

rlowever, serious problems remain. Inspections, data collection and analysis, and public reporting on 
mvironmental quality has been limited, despite innovations such as the PROPER program (see Case 
3.3). Quality control problems plagued data collection and laboratory analysis because labs suffered 
'rom outdated and inadequate equipment, a shortage of well-trained staff, and a lack of standardized 
~rotocols for monitoring and analyzing samples. In addition, BAPEDAL's legal authority for monitoring 
and enforcement is hampered by flaws in its mandate that prevent it from entering facilities to monitor 
?missions and bringing charges against polluters in court. 

%en Indonesia's size and diversity, the most serious problems in environmental monitoring and 
mforcement were its restriction to a single central government environment agency supplemented by 
~ e a k ,  captive inspection units in the line agencies and the lack of transparency, enforcement, and 
accountability ofregulators and those regulated (with the partial exception of the PROPER program). A 
'adical decentralization policy, only two years old, has begun, perhaps unintentionally, to address both 
)f those weaknesses. On the one hand, political liberalization and decentralization have allowed the 
?mergence of many new civil society organizations (religious, environmental, social) demanding greater 
~articipation and benefits from natural resource related activities and this has led to the creation of new 
watchdog and advocacy voices at the local and regional levels of government where political access is 
also much easier. On the other hand, decentralization also created local (municipality, district) and 
xovincial branches of BAPEDAL (called Bapedaldas). While understaffed and under-budgeted, 
3apedaldas in a number of localities have begun to develop informal alliances with NGOs and other 
iympathetic elements to develop more vigorous monitoring and public awareness activities. 
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Case 14.2 

Prosecution constraints limit effectiveness o f  system o f  fines for marine damages in Egypt 

A system of fines for marine damages in Egypt has been hampered by limited institutional 
capacity to  prosecute violations and recover fines commensurate with violations. 

The Red Sea's marine resources are vital to Egypt's burgeoning 'sun and sea" tourism indusby and 
represent a major source of foreign currency. However, the high volume of marine traffic passing 
through the Red Sea to the Suez Canal and Mediterranean Sea has generated a substantial amount of 
pollution from accidental spills and illegal pumping of bilges. The 1994 law included provisions for 
assessing and collecting marine damages, and provided that the revenues from marine damage 
settlements should be deposited in  the account of the newly created Egyptian ~nvironmental 
Protection Fund (EPF). Through mid-1998, marine damages represented 78 percent of EPF revenues 
in local currency (about $6.4 million) and 100 percent of revenues in hard currency ($7 million). 

Administering marine damages involves a number of steps. First, a minimum fine is collected from the 
ship's captain prior to the boat's departure from Egyptian territorial waters. This fine is held in trust until 
the court has issued its decision, aRer which the amount of the fine assessed by the court is innsferred 
to the account of the EPF. In many cases, the defendants seek to settle out of court to save time and 
expense. In fact, defendants tend to fare well in both settlements and the courts, with the actual amount 
of settlements or court assessments being significantly below estimated damages. The problem comes 
from a lack of capacity in the legal department in the Egyptian Environmental Affairs Agency ( E m )  to 
negotiate settlements or prepare court cases. Accordingly, there is always a backlog of cases under 
study and settlements may take years to reach. This lack of capacity dilutes the incentive value of 
the sanctions and significantly reduces the revenue base of the fund. 

This case raises an interesting implementation issue. The cost of strengthening the legal capacity of 
EEAA is far less than the additional revenue that could be collected with better management of damage 
cases. But it has been difficult to increase the budget of the EEAA to fund staff positions, partly because 
of rigidities in the budget process and competing demands for staff among departments of EEAA In 
addition, it is difficult to recruit competent legal staff, given the civil service pay scale. 

The EEAA established a special committee to consider options to increase the collection of fines from 
marine damages. Two mechanisms were recommended and subsequently adopted. First, for certain 
fines an immediate settlement mechanism was introduced, effectively circumventing the current judicial 
process. Second, agencies (but not individuals) that contribute to the prosecution effort are authorized 
to share up to 10 percent of the damage settlement 
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Case 14.3 

Powerful interests derail regulatory reform o f  electric power in lndia 

This example from lndia underlines the fact that stakeholders who are excluded from dialogue early 
in  the process of designing policy reforms often reject implementation of the reform package. 

In 1997, USAlD implemented the Regulatory Reform and Restructuring Program in lndia directed at 
creating independent electric power regulatory commissions at the national level and within individual 
states and unbundling state-owned electricity boards into separate generation, transmission, and 
distribution companies. The primary goal was to move stated-owned utilities to the private sector, 
thereby creating the opportunity to substantially increase sector efficiencies. The regulatory role would 
be twofold in this program, acting as overseer of the power sector reform and functioning as 
conventional regulatory commissions of the reformed sector. 

During the design phase of the program. USAlD consulted with ministries and received enthusiastic 
support for the goals of the program. A commitment was secured from the Ministry of Power to 
establish a unit within that ministry that would lead the reform effort in lndia and also function as the 
program counterpart with USAID. A second counterpart organization, the Power Finance Corporation 
(PFC), agreed to assist in selecting states that would participate in the restructuring program. 

lndia had instituted a program to attract private investment into power-sector generation before starting 
the reform program. This program was intended to solve serious power shortages throughout much of 
the country. Since few power generation projects reached advanced stages, the government 
concluded that the early focus on power generation was mistaken and that the focus should 
have been on resolving the significant distribution problems. The Regulatory Reform and 
Restructuring Program was thus designed to address the perceived failure of the earlier power-sector 
assistance program. 

The assistance enabled the drafting of legislation that allowed the creation of independent regulatory 
commissions, and provided simplified processes for individual states to create commissions. At the end 
of the project, ten such commissions were in operation. This success can be attributed in part to the 
desire of politicians to shift the criticism attached to electricity tariffs from themselves and the offer by 
the PFC to award concessional loan rates to state electricity boards if the state established a regulatory 
commission. Whatever the reasons, the commissions developed into professional organizations in a 
very short time. USAlD contributed to this success by providing significant training and assistance. An 
interesting, and unexpected, outcome of this project was the interest and participation of the public in 
commission hearings, which gave the public a voice it had never had in the past. 

The restructuring aspect of the regulatory reform program was less successful. Although the 
government and USAlD were firmly behind the program, the decision to reform the state electricity 
boards depended on state action. The states had not participated in the original development of the 
program and were mostly unwilling to give up the authority they had over the power sector. State 
electricity board unions were opposed to restructuring because it led to privatization and subsequent 
downsizing. Several strikes were held opposing any changes to the state electricity boards. Although 
PFC nominated several states for restructuring assistance, all but one was turned down by USAID. At 
the end of the program, Orrissa was the only state that had successfully restructured and partially 
privatized its power sector-and this without assistance from the program. 

Overall, while there appeared to be full and widespread support for the program as designed, an 
inability to get states to accept assistance was a major shortcoming of the project. 



Chapter 7: Policy Implementation 

The ultimate test of a policy is its implementation. Even if all participating parties believe that 
the policy emerging fiom the design stage provides optimal incentives to achieve desired 
environmental or natural resource goals, many things can go wrong during implementation. In 
most countries, local and regional agencies play a larger role in implementing policy than in 
designing policy. A lack of local support and commitment may derail policies. In addition, 
effective implementation requires resources and sustained commitment to monitor and enforce 
the policies. This chapter includes six lessons and ten cases that illustrate lessons learned about 
providing assistance for implementation activities. 

Lessons 

1 Case 15.2 1 Unrealistic environmental standards impede implementation in the former Soviet Union 1 
I 
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Assistan&'partne&:face significakcha~len~esin mobilizing resources and buildirigcapacity to .: . r - . . .  
implement polic~es.'lmplementation plans play an impoitant role in elabo@ng.wrnplian& or 
implementation . schedules~identifying'capacity . . . . . . . . . . .  gaps, and i'nfornjirig' . . . .  discussions with budget . . .  authches, 
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I C a s e l e l  1 Central and Eastern Europe prepares implementation strategies to meet EU 
environmental legislation 

Case 16.2 

Case 16.3 

Case 16.4 

Designing monitoring plans to evaluate Panama's progress in protecting the canal's f 
watershed 

Monitoring the results of forest code reforms in West Africa: Tracking the process and 
measuring the impact 

Developing environmental financing strategies to support compliance schedules in 
Central and Eastern Europe 
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; ' Lesson 17. ~m~lementat ion must be leinforced by commitments to sustain finincial suppolt 
. . . . . . .  . . . . 

. . . .  , ., . . . .  . .- 
~ono idnanc in~ can be a catalyst in implementationstan-up, but it can become . . a crutch if there'is nota .: 

. . .  ' . .  
strongcommitment from the government to sustain financing. . , \.. . , . ,  ! .  .. .. 

. . .  

( Case 17.3 ( Revenue enhancement supports Red Sea protection 1 

Case 17.1 

Case 17.2 

. . 
;-, ~ e s s o n  18.'lmplementing agencies may need to help build the capaciG'of stakeholders .; , . . . .  . . . . . . .  . . . .  . .  ;.: .. ' -  . . . . .  . . -, , . 

. . .  

I lmpleminting agencies must be responsive to the needs of stakeholders by cohm"nicat& neG . .  
:requirements and helping stakeholders acquire new skills or information to.use the new policies to, 
.advantage. 

4 

Anticipating the challenge of sustaining environmental investments in Eastern Europe 

Graduation requirements provide stimulus for Jamaican NGOs to sustainably finance their 
operations 

I 

Lesson '19. ~ o l i c i i s  will be more successful i f  targeted at local beneficiaries i n d  implemented by 
. . .  'local agencies . . . . .  , . . .  . . .  . . . \ 

~ . . . .  2 

Local incentives are the driving force for widespieid adoption of policies: ~b\iernments, donors, and 
NGOs can encourage and support widespread improvements in environmental management, but they 
must account for local obstacles and resource constraints,,Localagencies~ which are more accountable- 

' . ,  , . . . .  . . . . .  to stakeholders, play an important role in implementation. , . . ' . . . . . . . .  . 
. . .  . . . , .  

Case 18.1 

Case 18.2 

Case 18.3 

Strengthening stakeholder capacity: Popularization of the Rural Code in Niger 

increasing stakeholder capacity to identify and mobilize financing for environmental 
investments in Poland 

Building capacity to address regional environmental issues in Central America 

Case 19.1 

Case 19.2 

Case 19.3 

Prospects for improved resource management in Niger enhanced by reforms that 
generate local economic benefits 

Building community capacity for improved wildlife management in Tanzania 

Supporting civil society-led decentralization initiatives for natural resource management in 
Indonesia 
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Lesson 15: It may not be possible to implement the policy as designed 

What has been learned 

A number of factors can impede the implementation of the policy as designed. Before 
implementation assistance is provided, it is useful to analyze the policy to identify barriers that 
may reduce its effectiveness and assess options for overcoming these barriers. This is especially 
important when the donor has not been involved in earlier stages of the policy reform process or 
donor support is requested for implementation of an existing policy. The assessment may 
indicate the need for changes in the policy or changes in the implementation strategy to 
overcome weaknesses in the policy and aid donors in determining the likely success of proposed 
assistance programs and deploying these resources strategically. 

Key underlying issues 

To asskt or assess? Donors are often asked to provide assistance in support of policy 
implementation. This may involve training for staff in environmental agencies or technical 
assistance for stakeholders. Before providing such assistance, it is useful to determine whether 
the policy provides adequate incentives for stakeholders to respond and whether there are 
impediments that may diminish the policy's effectiveness. Possible impediments include 
weaknesses in institutional capacity to implement a policy or the inability of stakeholders to 
respond to incentives because of their limited access to capital or information. The scope of 
assessment will depend on the nature and timing of the request for assistance as well as the 
resources the donor can mobilize for the assessment. For example, EPIQ conducted an 
assessment of water-quality problems in Jamaica in 1998. This "Ridge-to-Reef' assessment 
focused on ~olicies that affect water aualitv and included recommendations for new assistance z . 
activities to promote improved watershed management and water quality downstream. In this 
case, USAID was developing a new initiative rather than responding to specific assistance 
requests fiom partners. 

Changing thepolicy. If there is agreement that a new or revised policy is flawed, the next step is 
to determine whether the ~ol icv can be changed. The donor and its assistance vartners must - 
examine the design process, how long it took to approve the policy, major problems that had to 
be overcome before consensus was reached, and the receptiveness of policymakers to changes - 
(Case 15.1). If the policy has been in place for several changes&e likely to entail a 
comprehensive assessment and vetting of this analysis during problem diagnosis (Case 15.2). If 
the policy has only recently been introduced, it may be possible to short-circuit the process if the 
policy has already been designed and the needed changes are minor. Again, if the donor has 
participated in the design process, the prospects for changing the policy before implementation 
may be better. 

Overcoming badpolicy with good implementation. In some cases, the donor may be unable to 
persuade partners to change a policy, but may be able to overcome some of the weaknesses 
identified during implementation. The donor must first determine the policy's flaws, identify 
options for overcoming them, and then determine if such an implementation approach can be 
facilitated. Even if the success of the implementation options is uncertain, the donor's effort may 
enhance its credibility and commitment to assisting the partner and provide an opportunity to 
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revise the policy in the future. As a rule, it is easier to address policy flaws during the 
implementation stage if they relate to capacity issues for implementers and stakeholders rather 
than to poorly designed incentive structures. 

Programmatic implications 

1. An analysis of the policy before implementation activities will benefit from a careful review 
of the process, as well as the policy. It is helpful to know how long it takes to modify current 
policies or recently introduced reforms, who the key players are, and what steps may be 
required to reopen the policy design process. This will help donors better gauge partners' 
responsiveness to making additional changes in the policy. In many cases, enacting laws is so 
difficult that the only feasible short-term changes are those that can be accomplished through 
decrees, directives, or regulations. 

2. Reopening discussions of a recently adopted policy might be construed as weakness in the 
authority that formulated the policy, in which case resistance can be expected. Donors may 
have to be creative in helping authorities demonstrate that the changes are needed and in 
deflecting criticism. Obviously, the extent of the proposed assistance program will be a 
critical factor in how the authorities are perceived among other government agencies, the 
public, and stakeholders. 

3. Counterparts may need to be convinced that a suggested policy change is really needed. To 
this end, some implementation may be necessary before changes can be constructively 
evaluated and discussed. If so, donors should encourage implementers to introduce the policy 
in phases, establishing intermediate goals or benchmarks so that performance can be 
evaluated. If possible, donors should encourage implementers to simplify the policy, break it 
into manageable components, or consider piloting activities to better assess implementation 
barriers. 

4. Even if the policy is flawed, donors can gain some credibility to press for later reforms by 
supporting implementation activities. Strategically, the donor might target some assistance to 
initial implementation tasks, assist in designing protocols for monitoring implementation 
progress, maintain open dialogue with both policy formulators and implementers, and take 
other steps to ensure it is positioned to promote policy changes. 
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Case 15.1 

Changes in policy design improves management o f  Bunaken National Park in North Sulawesi, 
lndonesia 

Designation of an important tourist designation as a national park as part of project 
implementation may not ensure protection of its physical resources i f  there are flaws in the 
design of management systems. Bunaken National Park in lndonesia (described in the introduction 
to this report), has suffered slow but continuous deterioration of its marine resources because of the 
application of centrally-mandated administrative procedures that failed to account for diierences 
between marine and terrestrial systems or adapt to local conditions. 

Prior to its designation as a national park, the area-then known as Bunaken Sea Gardens nature 
reserve--was under the control of local authorities. As a national park, control was transfemed to the 
central government, including authority to collect entrance fees. Local authorities contend that North 
Sulawesi receives no direct benefits from the park as a result of its designation. Moreover, park 
entrance fees are not being collected, largely because of the lack of a park 'gateway' and lack of 
consensus on how fees might be collected. This has resulted in an estimated aggregate revenue loss 
of $50,0L?-$250,000 since the park was established. Although Indonesian law provides for revenue 
distribution between central and local governments, the majority of funds, if they were collected. 
would remain in the state treasury. These revenues could be used to improve the management of the 
park and, if a portion were transferred to local governments, might improve the relationship between 
the park and local authorities (which has been described as antagonistic). 

A consensus has been reached on how the fee collection system should be structured, but lndonesia 
law appears to be too inflexible to accommodate these proposals. Key elements of the fee system 
would include: (1) equitable revenue distribution between the park management and local 
government to fund enforcement, education and awareness, reef and beach cleanups, and public 
works projects in the park; (2) an increase in the entrance fee for foreign visitors (from less than $3 to 
about $10); and (3) creation of a gateway for land-based use and alternative collection methods for 
divers. For now, some enforcement costs are being funded by a preservation fund financed by a 
voluntary $5 per diver fee that is being collected by dive operators. In addition, discussions are 
underway to establish a trust fund dedicated to park management 

Another problem relates to the official zonation system that has been promulgated by the Director 
General of Forest Protection and Nature Conservation. This system is characterized by zone 
cateaories that have resulted in confusion as to the ranae of ~ermitted activities and weak reaulations 
for &ch zone. Locally, there are also concerns about h iw the boundaries for each zone ha";! been 
drawn and frustration that the official zonation system differs from the system proposed in the park3 
management plan, which was designed by the North Sulawesi Provincial Office of Forestry with local 
input from villagers, dive operators, and government officials. The USAID-funded Natural Resources 
Management II (NRM2) program has been assisting locally initiated efforts to hold a series of 
meetings to discuss a revision and simplification of the zonation system. It is hoped that the revised 
zonation system can be implemented in the spirit of the government's decentralization policy and will 
provide a basis for improved management and enforcement activities in the park. 
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Case f5.2 

Unrealistic environmental standards impede implementation in the former Soviet 
Union 

In the 1980s, the Soviet Union developed an extensive system of ambient standards for air, water, and 
soil. While acclaimed as the toughest standards in  the world, environmental authorities could 
not implement them as, in  many cases, control was not technically or economically practical. 

Ambient standards were developed and implemented for hundreds of individual air pollutants, water 
pollutants and solid waste. Standards often were set at levels that were fully protective of human 
health, meaning that the pollutant concentration should be sufficiently low to ensure that no adverse 
human health effects-morbidity, mortality, mutagenicity, developmental disabilities-would result. 

These ambient standards were far stricter than those recommended by the World Health Organization 
or implemented by most Western countries. Apart from the ideological baggage attached to these strict 
standards, there were also fundamental differences between the methodologies behind the standards 
and those implemented in Western countries. In the Soviet Union, the standards were established by 
the State Committee on Health based on human physiological responses to various pollutants and the 
determination of de minimis levels at which no adverse response could be expected. In setting these 
ambient standards, no consideration was given to the technological or economic feasibility of achieving 
the standards. In Western countries, ambient standards allow for very small "acceptable" health risks 
(such as one cancer case per million population) and consider costs and existing technology in 
establishing emission or technical standards designed to achieve the standards. 

The use of strict ambient standards as long-term goals, while commendable, created 
difficulties in setting emission standards for industrial facilities. Emission standards were 
supposed to be set at levels that would ensure that the ambient standards were met. For air, ambient 
concentrations were to be measured at the edge of the sanitary protection zone (typically one 
kilometer from a facility's property boundaries). Several difficulties were encountered in making these 
determinations. First, few of the ambient standards could be monitored, which meant that theoretical 
dispersion models would need to be relied on to estimate ambient concentrations. Second, for those 
pollutants that could be measured, no account was taken for background levels or pollutant transport. 
Third, the emission levels needed to meet the ambient standards could only be achieved by 
discontinuing the offending activity. As a result, emission levels set by environmental authorities and 
reflected in a facility's "ecological passport" were the result of negotiations between the authorities and 
facility managers. Their main purpose was to establish the basis for payment of environmental charges 
and often did not require facilities to adopt any pollution control measures. 

In effect, the policy as it was designed could not be implemented. This undermined the credibility 
of the environmental authorities and created a mentality among facilities that, by paying their 
environmental charges for non-compliance, the responsibility for addressing environmental concerns 
shifted to the environmental authorities who controlled the revenues that facilities paid. As the newly 
independent states began to develop their own environmental policies following the dissolution of the 
Soviet Union, a central theme among donors providing assistance to countries in the region has 
been to reduce the number of standards and revise the stringency of remaining ambient 
standards in order to match these standards to technologies and production processes. 
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Lesson 16: Implementing agencies should be encouraged to develop strategies 

What has been learned 

Once a policy is approved, counterparts should be encouraged to prepare an implementation 
strategy or plan. Such plans serve a useful role in establishing compliance or implementation 
schedules &d helping implementers identify key gaps in inst%utio& capabilities and funding, 
thus enabling donors to target their assistance resources more effectively. 

Key underlying issues 

Capitalizing on the momentlrm of design. The design stage leading up to approval of apolicy is 
often characterized by intense last-minute ne~otiations, fine-tuning of laws or regulations, and 
mobilization of legislative support. Practical issues relating to implementation budgets, 
compliance planning, and capacity building are put aside to concentiate efforts on approiral of 
the policy. Once the policy is approved, stewardship for the policy shifts to implementing 
agencies. A challenge for implementing agencies is to capitalize on the support and attention that 
various decision-makers and stakeholders have focused on design. The development of a 
comprehensive strategy for implementing the policy may aid infocusing attention on resource 
needs and institutional strengthening requirements (Case 16.1). 

Strategy basics. In recent years, the development of implementation plans has become more 
common in develooin~ countries and economies in transition. The ten accession countries in ' " 
Central and Eastern Europe have recently prepared strategies for implementing specific EU 
environmental legislation that address many of the issues enumerated in Box 7.1. These 
documents servethe purpose of helping to mobilize resources and upgrade staff, set compliance 
schedules, monitoring plans and conduct negotiations with the EU. Monitoring plans may serve 
the dual purpose of tracking progress in implementing assistance programs as well as measuring 
the impacts of policy reforms (Cases 16.2 and 16.3). As part of its assistance programs in Africa, 
the World Bank cooperates with partner countries in the preparation of Environmental Support 
Plans (ESPs). These plans are designed to expand on the institutional needs identified and 
prioritized in National Environmental Action Plans. A third type of implementation plan is the 
environmental financing strategy. Financing strategies typically focus on environmental 
expenditures required to meet the stated goals in national strategies or action plans, including the 
costs of management and investments, sources of financing, and options for closing the financial 
gaps that typically exist in these countries. Financing strategies may also focus on specific 
legislation; priorities by media, sector, or region; or a comprehensive slate of environmental 
objectives (Case 16.4). To date, financing strategies have been prepared in Lithuania, Georgia, 
Moldova, Kazakhstan, and two oblasts in Russia (Novgorod and Pskov) and Armenia, and the 
Danish EPA is supporting additional national and regional strategies in the countries of the 
former Soviet Union. 
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Box 7.1 Components of Implementation Strategies 
- - 

Sequencing of activities, creation of intermediate deadlines, use of pilots and demonstrations, 
and phased implementation by sector, facility size, geographical location, etc. 

Elaboration of the respective roles of agencies at the national, regional, and local levels. 

Staff resource requirements in terms of skill levels and deployment. 

Training and capacity-building requirements for implementers and stakeholders 

Financial requirements for staff and equipment and assessment of financing gaps. 

Identification of institutional gaps requiring the creation of new institutions (such as development 
of environmental funds and other financing facilities to help enterprises in transition economies 
undertake compliance investments). 

Strategies for addressing unanticipated events, such as political or economic changes that alter 
the flow of financial resources. 

Protocol for monitoring performance of the policy during implementation. 

Some problems that need to be addressed in developing implementation strategies include the 
following: 

Zmplementer incentives. One of the major difficulties in developing countries is providing 
appropriate incentives for implementing agencies and staff. Often, salaries in government 
ministries and agencies are far lower than those in the private sector, making difficult for 
irnplementers to retain their most highly skilled staff. This may diminish support for staff 
training among managers. In addition, understaffing may lead to overworked staff or create 
significant lags in key implementation activities such as permitting, inspections, and 
enforcement. Low salaries may diminish staff initiative to undertake potentially risky 
activities such as inspections of fishing boats or forested areas where illegal harvesting, 
gathering or cultivation might occur. 

Opportunity costs of donor projects for agency staff Donor assistance is often a conundrum 
for implementers. Most donors are prohibited from compensating government staff for the 
time they spend on coordination of donor projects although these activities detract from their 
regular duties. In some countries, however, staff receives salary supplements when they 
participate in donor-financed activities such as training, workshops, and advisory or steering 
committees. Such incentives can lead staff to pursue these financial rewards to the exclusion 
of other work. In some cases, training and study tours to other countries can partially 
compensate for lower salaries. Ultimately, problems of staff incentives and high salary 
differentials can be addressed only through comprehensive civil service reforms. 

Lack of transparency and accountability. The public can be an important ally of agencies in 
their implementation efforts provided the public has access to information and is allowed to 
participate in the review of environmental management actions. Bilateral assistance programs 
often feature democratization as a key objective, with the environment sector offering 
significant opportunities for changing the relationships with the public. By conducting 
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implementation activities openly and transparently and providing public access to 
information on the performance of the regulated firms, implementers can increase their 
accountability withthe public and legitimize their enforcement role with stakeholders. 
Mobilizing recipients of policy benefits to make effective demands on policy implementers 
and to provide feedback to policy monitors is another way to deal with problems of 
unresponsiveness, sloth, and slippage. 

Programmatic implications 

1. Preparation of an implementation strategy is a time-consuming task (either staff must be 
pulled away from other duties or costs incurred if outside consultants are used). Donors can 
support counterparts by providing financing experts outside the agency and arranging 
twinning relationships with countries that have experience in developing implementation 
strategies. 

2. Donors can encourage counterparts to prepare implementation strategies by promoting 
strategies as mechanisms that help aN donors identify and prioritize their assistance 
resources. 
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Case 16.1 

Central and Eastern Europe prepares implementation strategies to meet EU environmental 
legislation 

The elaboration of implementation strategies has proved a useful exercise enabling CEE 
countries to demonstrate technical, institutional, and financial capabilities to comply with EU 
legislation and also to identify assistance needs. 

Ten Central and Eastern European (CEE) countries are on track to become full members of the 
European Union in the current decade. As a precondition for membership, the countries' 
environmental laws must approximate the EU legislation. Implementing the environmental 
requirements is viewed as one of the major and most costly challenges for CEE countries, with 
cumulative investment costs for the air, water, and waste sectors estimated at 80-1 10 billion euros. 
These estimates focus on investment and O&M costs but do not include the costs of managing the 
implementation of th~s large body of legislation. 

To assist CEE countries in preparing for membership, the EU and bilateral donors have funded the 
development of "approximation" strategies in these countries. These strategies have generally 
included an analysis of the legislative changes required to transpose existing national laws with EU 
laws, estimated costs (often directive-by-directive) of the new requirements, and the institutional 
capacity required to guide implementation. 

In addition to providing a "game plan" for preparing for EU membership, these approximation 
strategies have been useful in determining key gaps in skills that may be addressed with donor 
assstance, informing negotiations between the accession countries and the EU on their proposed 
schedules for transposing and enacting new legislation, and providing an analytical basis for 
discussions within the government on future staffing and budget requirements for implementation. 
One weakness of the earliest approximation strategies was their lack of attention to the issue of 
mobilizing the financing required to fund implementation of the environmental requirements. This is a 
critical omission because it is difficult for the EU to judge if proposed compliance schedules are 
realistic. This shortcoming can be addressed by preparing environmental financing strategies (see 
Case 19.2) or incorporating elements of financing strategies into approximation strategies. 
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Case 16.2 

Designing moniforing plans to evaluate Panama's progress in protecting the canal's watershed 

A monitoring program that strives to track the results of reforms can be very challenging, 
particularly when change is slow and measurement is difficult and costly. In Panama, USAID has 
implemented a broad-based assistance program designed to help their partners develop the institutional 
capacity to manage the Panama Canal Watershed sustainably. The first priority for watershed 
management is to assure adequate water for canal operations and increasing municipal and industrial 
consumption. Population pressure in the watershed is also linked to water quality degradation. Another 
important relationship exists between deforestation (also the result of population pressure), erosion, and 
increasing sedimentation in the canal. 

Similar to most donor programs. USAIDIPanama has devised a plan to track the evolution of watershed 
management, including indicators to monitor the process of building institutional capacity. adopting 
policies and strategic plans, and putting sustainable financing arrangements in place. However. there was 
also a commitment to include indicators designed to measure the impact of policies and institutional 
development on the quality and quantity of water in the watershed. Initially. USAlD selected 'change in 
land use" as a proxy for the impact of these management initiatives. Conceptually, this indicator was 
flawed because it did not adequately capture the impact of management on other critical resources such 
as water quality and richness and diversity of flora and fauna. Operationally, change in land use had two 
major limitations: 

1 The time required for identifying measurable change in land use. USAID was seeking yearly time 
series data. The time needed to see progress from recommended land use activitiesinvestmenk, 
agro-forestry, sustainable agriculture, reiorestationis five to seven years 

Available technology and its cost. A geographic information system, preferably one that uses satellite 
imagery interpretation, is recommended for measuring land use change. This technology can 
differentiate land-use categories (forest cover, secondary growth, cultivated areas and areas in the 
initial stages of reforestation, urban areas, soils with no vegetative cover, bodies of water), but its 
reliability is limited by persistent cloud cover. Expert opinion limits the probability of getting useful 
imagery in Panama during the dry season to only 40 percent. During the seven-month rainy season the 
probability is much lower. An enhanced technology, IKANOS. is available on the commercial market. 
but its high cost--$900,000 for an image covering a 185km x 190km area compared to $4,000 with 
Landsat--prohibits its use. 

Given these difficulties, USAlD commissioned a study to assess the possibility of an attemative to 
"changes in land use." The analysis pointed out that "changes in land use' was an appropriate 
performance indicator, but should be augmented by measures more easily monitored at time intervals 
more frequent than five to seven years. The supplemental indicators recommended were: 

Measurement of environmental health-biophysical measures including biological monitoring and 
water quality monitoring correlated with monitoring of anthropogenic factors such as population &ends, 
point sources of pollution, and vegetative cover. 

Measurement of areas of land used in alternative ways that result from specific public sector institution 
programs and projects. 

. Measurement of compliance with land-use norms as established in the regional plan-the record of 
the environmental impact assessment and approval process for all proposed watershed investments 
would provide an objective measure to verify that the principles of the regional plan are being followed. 

These recommendations are under review. The expectation is that they will be adopted as part of the 
mission's effort to monitor impacts of watershed management. 
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Case 16.3 

Monitoring the results o f  forest code reforms in West Africa: Tracking the process and 
measuring the impact 

Policy reform activities face the dual challenge of reporting on progress in  enacting and 
implementing policy reforms, while also seeking to report on the ultimate, field-level impact of 
such reforms. 

USAID programs designed to support the reform of forest codes have yielded a number of insights in 
Guinea, Mali, Niger, and Senegal. Across the Sahel of West Africa, farmers traditionally managed a 
certain density of "farm" trees in their millet fields to maintain economically important tree and shrub 
species that provided edible fruits, leaves, condiments, browse for livestock, and other products and 
services. Extensive areas of farmed "parklands" of gao (Acacia albida), nere (Parkia bigiobosa), and 
karite (Butyrospermum parki) were developed by farmers to protect cultivated fields from erosion, 
maintain soil fertility, and provide other economic benefits. The farmers actively trimmed branches off 
the trees and controlled natural regeneration of valued species in their fields to maintain an optimal 
density, balancing the need for protection from a tree canopy with the crops' need for exposure to 
sunlight. As many of the managed farm trees were nitrogen-fixing legumes, those in cultivated fields 
also directly contributed to the maintenance of soil fertility. 

With the advent of colonial administrations and the adoption of forestry codes designed to protect 
certain tree species claimed as property of the state, tension developed between local foresters 
charged with enforcement of the codes and farmers trying to manage the woodstock in their fields. 
The forest code shifted the authority and rights to manage trees from local communities to government 
agencies. Since foresters were able to collect fines from farmers caught cutting protected tree species, 
many farmers simply cut all trees and shrubs as they began to sprout, instead of letting them mature 
and risking fines if they were caught in the act. The longer-term result was a pattern of open fields, 
prone to wind erosion. At the same time, supplies of fuelwood, browse, and other forest products 
contracted. People, crops, and livestock were more vulnerable to the effects of periodic drought, and 
crop yields declined. 

During the 1980s, in the wake of severe droughts and widespread land clearing and expansion of 
cultivated areas, several efforts were launched to encourage the adoption of agroforestry practices, 
and the restoration of an overstory of trees and shrubs in farm fields. It soon became evident that the 
provision of seedlings and extension messages was not sufficient to promote the adoption of such 
practices, without a substantial reform of the forest codes and changes in the role of foresters. In the 
1990s, USAID assisted a number of countries in reforming outdated and counterproductive codes to 
recognize the rights of farmers to manage trees on their land and institutionalize changes in the Forest 
Service to define a new role for foresters as extension agents in support of community-based 
management of trees. 

Monitoring and evaluation of such reforms in the forest codes posed challenges. The programs 
needed to monitor the process for reforming the code. Several process indicators were used to track 
progress for a study on needed changes, application of the results of the study, adoption of changes in 
the code, and implementation of institutional reforms and application of the reformed forest code. 
Additional monitoring was needed to track changes in practices of farmers and foresters and the 
associated environmental changes (increases in the density of farm trees, restoration of soil fertility) 
and economic benefits (increased crop yields, reduced fines, greater production of fuelwood and other 
forest product). 

Monitoring the longer-term consequences of the reform of forest codes was particularly problematic as 
many of the changes did not occur until well after USAID's program assistance had ended. Without 
sufficient provision for monitoring such long-term impacts, USAID may fail to fully capture the value of 
~ts investments and the impact of its programs. 
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Case 16.4 

Developing environmental financing strategies to support compliance schedules in Central and 
Eastern Europe 

Environmental financing strategies are a recent development, designed to address the need to 
analyze the demand for investments and other expenditures and the supply of financing for those 
purposes. They play an important role in ensuring that compliance schedules are realistic and 
informing discussions on how to mobilize financing. 

As part of the Environmental Action Programme ( U P )  for Central and Eastern Europe launched at the 
Lucerne meeting of environmental ministers in 1993, the participating countries agreed to prepare 
national environmental action plans (NEAPs). These NEAPs enumerated and ranked environmental 
priorities, described necessary policy reforms and institutional strengthening activities, and identified the 
investments and other actions required to achieve priority environmental objectives. 

A major weakness-of NEAPs has been their limited attention to the assessment of the costs of proposed 
actions and the development of realistic plans for mobilizing and efficiently allocating the financial 
resources to support required investments and other activities. Recognizing these shortcomings, the 
EAP Task Force supported the development of a pilot environmental financing strategy in Lithuania in 
1997. The purpose of this pilot was to demonstrate the potential use of a strategy narrowly focused on 
the supply and demand of financing for environmental investments. 

One weakness of the Lithuania pilot strategy was the lack of well-defined goals and targets. 
complicating the task of determining the demand in each of the sectors analyzed. However, the 
preparation of the Lithuanian Approximation Strategy in 1997-98 provided a set of goals articulated at 
the level of individual EU directives. In 1999-2000, a second environmental financing sb-ategy was 
prepared for Lithuania that examined the demand and supply for investments in the water, wastewater, 
and municipal waste sectors in sufficient detail to determine realistic compliance schedules, identify 
specific sources of financing that would be used for investments, and analyze the affordability of the 
proposed expenditure program. The strategy also enabled policymakers to better understand potential 
financing obstacles (particularly on the domestic side) and the range of suppoiting acWties that would 
be needed to develop and implement the slate of investments proposed in the strategy. 

The EU, in recognition of the potential role of the types of analysis included in financing strategies. 
issued a communication in 2001 requiring Central and Eastern European countries seeking EU 
membership to prepare financing strategies to support requests for longer compliance periods for each 
environmental directive. In ongoing negotiations between accession countries and the European 
Commission, transition periods of up to ten years are requested for the socalled 'heavy invesbnenr 
directives (urban water and wastewater, landfill directives). 
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Lesson 17: Implementation must be reinforced by commitments to sustain 
financial support 

What has been learned 

Funding for implementation is often limited in term or amount, particularly in developing 
countries and economies in transition. Donor financing can play an essential role during the start- 
up phase of implementation. However, this may hinder the development of domestic funding if 
suvvort is viewed as a ~ermanent substitute for a strong commitment from government to sustain . . - - 
fmancing or adopt revenue mechanisms that can be phased in as donor financing phases out. 
Implementation may be imperiled if the donor cuts back or terminates its support for 
implementation activities. ' h e  issue of sustaining financing is not limited tiexpenditures by 
implementing agencies. Investment in environmental protection and natural resources is an 
ongoing process, which requires a sustained commitment. Governments are not expected to 
shoulder the responsibility for financing in the private or municipal sector, but they can play an 
important role in creating institutions &d adopting and enforcing policies that will solidifythe 
commitment of stakeholders to investment. 

Key underlying issues 

Devolution of management responsibility without revenue authority. Central authorities have 
increasingly delegated authority for environmental protection and natural resource management 
to local agencies or even to community-based organizations (CBOs) or NGOs. Such delegation 
may be motivated by a desire to reduce demands on central budgets or a recognition of the 
comparative advantages of local management compared to central management. In many 
instances, however, the transfer of these responsibilities has not been accompanied by funding to 
cover local costs or authorization to implement revenue-generating mechanisms. In Jamaica, the 
Natural Resources Conservation Authority has delegated management authority to NGOs to 
manage such as the Montego Bay Marine Park and Negril Environmental Protection Area. 
However, the NGOs are not allowed to charge user fees to defray their management costs. 
Instead, they have been forced to rely on donor support, contributions, and merchandise sales. As 
donor support is withdrawn, other sources will be inadequate to fully cover management costs. In 
Romania, a ministerial order recently transferred responsibility for the water permit program 
from Apele Romane (the national water company) to local environmental protection agencies. 
However, permit-fee revenues are still collected by Apele Romane, requiring local agencies to 
obtain resources to cover expanded responsibilities from the Ministry of Water, Forests, and 
Environmental Protection. However, in recent years, the ministry's budget has been continuously 
reduced and local agencies have been forced to trim staff. 

Investments versus recurring costs. Donors often provide assistance in financing or co-financing 
for environmental infrastructure or equipment for environmental services (garbage trucks and 
trash compactors) or management (computers and monitoring and laboratoh equipment). 
Financial support for investment is often more attractive to donors than support for recurring 
costs since the benefits are easier to quantify and it provides opportunities for manufacturers in a 
donor country to enter the market in a recipient country. Most investments require associated 
expenditures on recurring costs, such as maintenance of equipment, replacement of broken parts, 
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fuel and electricity, and staff to operate the equipment. The benefits of these initial investments 
may be decreased considerably by the failure of counterparts to sustain financing of recurring 
costs. While many of these investments do not directly relate to policy, they can undermine the 
success of policy reforms. In addition, environmental agencies cannot fully use donor-funded 
equipment if recurring costs are not covered in their budgets. Case 17.1 provides illustrations of 
investments where there was no commensurate funding for recurring costs. 

Planning for sunset. Part of the reason for unsustainable financing can be traced to the design of 
donor programs. Project assistance often is not contingent on financial contributions from the 
recipients. For example, the USAID-funded Hillside Agricultural Project in Jamaica provided 
seedlings and technical assistance to encourage planting of trees to reduce erosion and improve 
water retention. The project continued for approximately ten years without securing a 
commitment fiom the government to continue either component of the project. More recently, 
USAID has gained a greater appreciation for the use of counterpart incentives, graduation 
provisions, and diversified assistance to help partners develop financing to sustain projects and 
programs (Cases 17.2 and 17.3). 

Programmatic implications 

1. To better assess the support that partner countries and institutions can provide, donors should 
review and assess the national and local budgeting process, identify barriers that l i t  budget 
increases, and determine the stability of earmarks, the nature of intergovernmental transfers, 
and any legal constraints on local governments' ability to raise revenue. 

2. Donors need to consider and exploit the catalytic nature of their assistance, both to leverase 
scarce assistance resources and encourage commitments to sustained financing. 

3 .  Donors will be more successful in their efforts to encourage sustained financing if their 
counterparts "own" the policy and are committed to the implementation effort. Thus, 
assistance programs focused on donor goals (such as transboundary pollution, global 
warming, and biodiversity protection) must be packaged to ensure that parmers and their -- - - 
constituencies are represented as beneficiaries. 

4. Some approaches that can create conditionality for donor assistance programs include: 

. Increasing awareness of sustained financing issues by introducing this component into 
implementation shtegies. 

. Tying assistance efforts to related and mutually reinforcing policy and institutional 
measures that will promote sustained financing. 

. Incorporating financing indicators into evaluation frameworks such as the Results, 
Review, and Resources Request 014) process, typically as intermediate results. 

. Sequencing assistance efforts and require assistance partners to reach performance 
benchmarks before "graduating" to the next phase of assistance. 
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. Collaborating with other donors and IFIs on tied (or coordinated) assistance strategies to u 
increase counterpart incentives for sustained financing. 

3 
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Case 17.1 

Anticipating the challenge o f  sustaining environmental investments in Eastern Europe 

Capital projects financed by donors and international financial institutions (IFls) often suffer 
because of limited commitment or follow-up by recipients to cover the cost of staff, 
consumables and replacement parts, and maintenance and repairs for the sustained operation 
of facilities and equipment. In some instances, these constraints may be anticipated and measures 
taken in preparing the project to increase the likelihood that these investments will achieve the desired 
goals. 

Environmental projects often involve equipment purchases or the construction of infrastructure 
facilities. Central ministries and local environmental agencies request that donors provide equipment 
to monitor and improve the data management and analytical capacity of staff, but fail to adequately 
complement this equipment with staff or consumables or provide installation suppart 

The US. Environmental Protection Agency provided the municipality of Stara Zagora, Bulgaria, 
with a mobile air pollution monitor and vehicle to be used to measure air pollution and develop a 
plan for improving air quality, only to discover later that the municipality did not use the equipment 
because it didn't have enough money for gasoline. 

The World Bank and Switzerland funded the set up of an air monitoring system in Mariupol, 
Ukraine. Substantial delays in getting the system operational were traced to problems such as: 
one of five stations could not be used until electricity could be run from a nearby building; staff 
lacked a vehicle to drive between monitoring stations; staff to maintain and repair the equipment 
could not be hired; and replacement filters could not be procured. 

In many cases, these funding shortfalls cannot be anticipated; agencies often do not receive the full 
amount of budget requests and must cut back on expenditures. However, if such budget shortfalls are 
common, donors should account for problems in determining the type of equipment they provide, 
replacement part costs and availability, and staffing requirements. 

Similar problems arise with environmental infrastructure projects. In some cases. IF1 loans co-finance 
projects. IFls require loan recipients to prepare cost recovery plans to ensure that there will be 
adequate funding to service the loan, cover O&M, and replace depreciated capital. Even when the 
recipient and the IF1 reach awagreement on the cost recovery program, there may still be 
considerable uncertainty inherent in the assumptions on which the plan is based. For example. the 
city of Siauliai, Lithuania, financed a new wastewater treatment plant using a World Bank loan. The 
cost recovery plan called for increased tariffs to generate the necessary revenue for debt servicing. 
However, water consumption declined precipitously when the new tariffs were introduced, creating a 
significant revenue shortfall. 
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Case 17.2 

Graduation requirements provide stimulus for Jamaican NGOs to sustainably finance their 
operations 

In Jamaica, the USAID-funded project Development of Environmental Management Organizations 
(DEMO) used an innovative mechanism, tying future grants to NGOs to their progress in raising 
revenue to sustain operations. These graduation requirements provided incentives to NGOs to 
focus their efforts on fund-raising but could not fully overcome some of the constraints faced 
by  NGOs, particularly in the charging of entrance fees. 

The government of Jamaica has delegated management of its two national parks-Blue and John 
Crow Mountains National Park and Montego Bay Marine Park-and the Negril Environmental 
Protection Area to three NGOs: Jamaica ~ o n s e ~ a t i o n  Development Trust (JCDT), Montego Bay 
Marine Park Trust (MBMPT), and Negril Area Environmental Protection Trust (NEPT). They received 
financial and technical assistance from DEMO, a project designed to strengthen the capacity of NGOs 
and CBOs to manage environmental protection areas. Despite the support,these organizations were 
unable to sustain the funding needed to carry out their responsibilities without continued financial 
assistance. To encourage sustainability, the DEMO project focused on two fronts: (1) a "graduation" 
program for NGOs, whereby future assistance was contingent on their ability to reach self-financing 
benchmarks; and (2) dialogue with the Natural Resources Conservation Authority to remove 
impediments to raising revenue for NGOs that manage national and marine parks in Jamaica. 

All three NGOs have made progress in sustaining their operations. A stable but typically small source 
of revenue for these NGOs comes from membership fees, donations, and sale of t-shirts and other 
items displaying the NGO logo. All three have also engaged in grant-making, applying for support from 
bilateral and multilateral donors and foundations such as the Environmental Foundation of Jamaica. 
JCDT and MBMPT receive some funds from the Jamaica National Parks Trust Fund. Additionally, 
JCDT, which manages Blue and John Crow Mountains National Park, pressed the government for 
several years to allow JCDT to charge entrance fees. In July 1999, the government authorized JCDT 
to levy a park entry fee and trail use fee on both Jamaican and foreign visitors. From December 1999 
to January 2000, JCDT raised about $15,000. Although not sufficient on an annual basis to cover all 
costs, the user fee provision has reduced JCDT's reliance on other less certain revenue sources. 

NEPT has developed a strategic plan with broad-based fund-raising activities designed to increase 
financial independence. Two fund-raising efforts involve the Visitor Donation Programme, with display 
boards placed in area hotels and business development proposals focusing on nature and community- 
based management. The MBMPT has worked with the local arts and crafts community to develop and 
market products that could benefit the community and the trust. 
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Case 17.3 

Revenue enhancement supports Red Sea protection 

The government of Egypt is considering revenue mechanisms that would provide adequate, 
sustainable resources to ensure effective management of Red Sea protectorates. 

Although EgypPs central government is charged with management of natural protectorates in the Red 
Sea, a substantial share of the costs historically have been financed by donors, induding USAID. 
Under the Egyptian Environmental Policy Program (EEPP), USAlD is encouraging the government to 
assume responsibility for a larger share of these costs. Given the rigidities in the public budgeting 
process. a number of non-budgetary options are being considered to increase the financial 
independence of the management system o f  the natural protectorates. 

In recent years. USAlD has supported efforts to manage Red Sea coral reefs with both technical and 
financial assistance. The comprehensive program helped to establish the Ranger Program to monitor 
diving activities and an extensive system of mooring buoys to protect the coral reefs from damage from 
boat anchors. Initially. USAlD supported both investments with financial assistance, purchasing boats, 
buoys. and other equipment; providing technical asslstance to train rangers; and financing the- 
instillation of the buoys in the dive areas near Hurghada. USAlD does not plan to finan&these 
investments in the near future and the EEPP is working with officials to explore alternative financing 
mechanisms that would not only support the investment programs but also sustain other management 
expenditures. 

A number of revenue mechanisms are being considered, including: 

(1) expanded system of user and entrance fees 

(2) promotion and development of ecolodges 

(3) a concession for the mooring buoy system 

1 (4) marketing of videos, CDs, and publications 

(5) development and marketing of local handicrafts and other community-based income generating 
I projects 

(6) development of visitor centers, camping areas, concessions, and training facilities 
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Lesson 18: Implementing agencies may need to help build the capacity of 
stakeholders 

What has been learned 

Often the major assistance priorities conveyed to donors are activities that strengthen the 
institutional capacity of implementing agencies. While such capacity building is important, the 
need to help stakeholders to participate constructively in the policy process and respond to 
policies is often overlooked--even though it may make a greater contribution to sound 
policymaking and compliance rates. 

Key underlying issues 

The increasing complexity ofpolicy. Policy reform often involves the introduction of 
management approaches or tools that have not previously been employed in the partner country. 
For example, the introduction of concentration-based emission standards, vehicle emission 
testing equipment, state-of-the-art abatement technology, or environmental monitoring and 
testing equipment can require the recruitment of specialized and skilled staff, as well as training 
for existing staff. Aside from the costs and time requirements of training programs, additional 
expenditures are often required to purchase and maintain the equipment needed to enable staff to 
carry out the implementation functions. Stricter environmental standards translate into higher 
investment costs and place a premium on the design of compliance plans to minimize costs. 
Stakeholders also may be expected to self-monitor and report air emissions and water discharges. 

Weaknesses in stakeholder capacity. A potentially weak link in the implementation process is 
the limited capacity of stakeholders to respond to incentive structures associated with the new 
policy. Issues that may account for weak capacity include limited access to information and 
limited skills to evaluate financial alternatives and select the most cost-effective strategy or 
investment. In some cases, the targeted stakeholder group cannot take advantage of new policies 
because of a lack of education or language barriers in countries where a number of local 
languages or dialects are spoken in addition to the "official" language. In Niger, these constraints 
were overcome through multilingual and visual awareness campaigns (Case 18.1). Other 
weaknesses in stakeholder capacity include: 

Limited access to information, In many countries where Western environmental standards 
have been adopted and regulated fms  have been required to develop compliance strategies, 
it is difficult to obtain information on suitable abatement technologies. Ideally, with the 
greater availability of Internet services, information will be more readily available. However, 
for small businesses, acquisition of computers and the associated training may be beyond 
their means. Implementing agencies and donors can play a constructive role in developing 
information bases and helping facilities access this information. 

Limited capacity to developprojects. In the economies in transition in Central and Eastern 
Europe, the lack of skills in preparing investment projects, including assessing cost- 
minimizing technologies, developing financial plans, and identifying financing, has been a 
major impediment to investment. Several donor efforts to help investors build capacity have 
been organized through a network of donors and international financial institutions (IFIs) 
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called the Project Preparation Committee. Although the major function of this committee has 
been to match donors and IFIs with project proponents, it has also supported the development 
of project pipelines. In addition, USAID's assistance programs have worked closely with 
environmental funds, ministries, and investors to prepare projects, train applicants in the 
preparation of applications to environmental funds, and strengthen institutions. In Poland, 
USAID programs prepared a sourcebook on domestic and foreign sources of financing for 
environmental investments, which was distributed in hard copy and made avaiIab1e on the 
environmental ministry's Web page (Case 18.2). 

Limited capacity to develop and review policies and sfrategies. Providing a role for NGOs 
and other stakeholder groups in policy development may not guarantee effective 
participation. In Central America, USAID and other donors provided training and financial 
assistance to a regional commission to address this capacity issue (Case 18.3). 

Matching technical assistance to educational levels. In Sub-Saharan Africa, high rates of 
illiteracy are the rule in rural areas, particularly among women. Assistance programs have 
often been under-subscribed because target groups lack the education to i l l y  use the 
assistance offered. Even if target groups can read and write, the types of financial analysis 
required may be beyond their capabilities. In all cases, programs that provide bahhg to 
stakeholders should include both a needs assessment and a skills assessment Assistance 
programs that have proven effective elsewhere may need to be tailored to enhance their 
effectiveness in a new country or region. 

Programmatic implications 

1. In programming assistance resources, donors are encouraged to evaluate policies in terms of 
how stakeholders are likely to respond to incentives and determine if their response could be 
enhanced through capacity building. 

2. Before providing capacity-building assistance to stakeholders, it would be useful to identify 
barriers that limit their ability to use the assistance. For example, people with limited 
education, living in remote lbcations, or with limited access mediaforms may not be able 
to take advantage of the assistance offered. 



Environmental Policy Lessons Learned May 2002 

Case 18.1 

Strengthening stakeholder capacity: Popularization of the Rural Code in Niger 

In Niger and other West African countries, USAlD has helped their partners implement new 
policies by supporting dissemination and training activities for stakeholders. 

A series of landmark meetings in countries of the West African Sahel, addressing desertification 
control, environmental and natural resource management, and sustainable local development, all 
pointed to the critical importance of land tenure. Without secure tenure, rural producers had little 
incentive to invest in agricultural intensification, soil fertility management, soil and water conservation, 
agro-forestry, reforestation, and other environmental management practices. 

Between 1980 and 1990, USAlD and other donors invested considerable resources in researching 
land tenure and related policy issues in Niger. After years of field studies, consultation, policy 
dialogue, and assistance in crafting a new rural code, the government of Niger officially adopted a 
new tenure policy in 1993. Niger's rural code was formulated to increase the security of land tenure by 
providing a legal basis for the recognition of customary (informal) and modern (formal) land-use rights. 
But the application of the code was dependent on making its contents known to a multicultural 
population of millions of farmers, herders, and other rural producers. 

To help support both the formulation and implementation of the new land tenure policies, USAlD 
funded the Agriculture Sector Development Grant-Phase I1 (ASDG-11). This ambitious program 
included $8 million of project assistance and $20 million in non-project assistance. The project 
assistance funded work by the Land Tenure Center and other groups designed to support the 
analytical research that fed into the formulation of the rural code. It also provided technical support for 
the establishment of a Permanent Secretariat for the rural code and other institutions to assist with 
administration. Non-project assistance was released when a number of conditions for targeted policy 
reforms were satisfied, such as the adoption of the rural code. The funds were in turn programmed to 
help support country-level activities related to the implementation of the new policies. For example, a 
portion of the first tranche of non-project assistance was used to disseminate and popularize the rural 
code. 

Working closely with the rural code secretariat, the ASDG-II project assistance team helped develop a 
popularization plan which included translation of the rural code into the eight major languages 
spoken in Niger and widespread distribution of copies of the code. This team also helped 
organize a series of workshops in each major administrative region to provide a forum to present and 
discuss the contents of the new code and a campaign using radio, television, and other media to 
familiarize the population of Niger with the rural code. In less than two years, the rural code 
became widely known among the dispersed rural populations of Niger, and the stage was set 
to progress further in  implementing the new policy. USAlD provided assistance of a similar nature 
in Mali and Senegal to popularize and help implement the newly enacted forest codes and other 
environmental policies. 
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Case 18.2 

Increasing stakeholder capacity to identify and mobilize financing for environmental 
investments in Poland 

Developing significant new sources of environmental financing in Poland has required a 
related effort to  strengthen the capacity of stakeholders in project preparation and packaging 
of project financing. Since 1989, Poland has taken steps to improve the quality of the natural and 
built environment Anticipating the high costs of investments. Poland implemented numerous 
measures to provide financing. But to use these resources effectively. facilities needed to develop the 
capacity to prepare investment projects. 

In 1989. Poland consolidated a number of environmental and natural resource funds, 
establishing a national environmental fund and 49 regional funds. To provide working capital 
for them, the system of environmental charges and fines was revamped, and revenues- 
quickly rising to more than $500 million per year--were earmarked for environmental projects. 
In 1992, Poland created the Polish Ecofund, the first debt-forenvironment swap in Central Europe. 
With France, Switzerland, and the United States forgiving a portion of Poland's debt, Polish Ecofund 
has supported environmental projects with annual working capital in excess of $30 million. 

Although there has been a substantial amount of financing available in Poland for environmental 
investments--much of it as grants or loans with very attractive credit terms-project preparation 
capacity among regulated facilities was identified as a key constraint to environmental investment 

To address this problem, USAlD funded the Environmental Action Program Support (EAPS) project to 
assist facilities in tapping Poland's environmental funds. Under EAPS, facilities could submii project 
summaries and request assistance in developing technical and financial project components. In 
addition, EAPS collaborated with the Polish Ecofund and the Katowice Regional Fund to conduct a 
special competition to address low-stack air emissions in Katowice. EAPS provided training to facilities 
in preparing applications for support from the two funds. EAPS, in cooperation with HIID's C4EP 
project in Poland, also developed a sourcebook on financing that was available to Polish facilities. The 
sourcebook covered commercial sources, loans and lines of credit, donor grants, and environmental 
funds. More than 5,500 copies of the sourcebook were published in Polish (plus a smaller number of 
English abstracts), and an electronic version of the sourcebook was made available on the minisby's 
Web site early in 1999. 

Such stakeholder assistance can greatly accelerate environmental compliance. However. it is a 
challenae to convince environmental authorities that support for stakeholders in  investment 
prepara?ion is valuable, both in  terms of the environrnerkl benefits accruing from accelerated 
compliance and the reduced costs of environmental monitoring and enforcement programs. A 
promising development has been the distribution of a questionnaire on financing sources by the 
Fundacja Economistow Ochrony Srodowiska in Bialystok under the auspices of the Minisby of 
Environment in 2000, indicating that there was significant demand for an updated sourcebook. 
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Case 18.3 

Building capacity to  address regional environmental issues in Central America 

In 1989, the leaders of five Central American countries established the Central American Commission 
for Environment and Development (Comisi6n Centroamericana para el Ambiente y el Desarrolle 
CCAD) to help catalyze unified action for improving the region's environment. Backed by donor 
financial and technical assistance, CCAD developed the capacity to  facilitate broad-based 
stakeholder dialogue, conduct analyses, and lead the preparation of strategic plans. 

During its first four years, the CCAD's executive secretariat focused on developing the capacity to 
bring together environmental officials from member countries and to address their mutual concerns. 
Regional planning, harmonization of laws, and strengthening of national environmental commissions 
were the primary activities of the secretariat, based in Guatemala City. The first outwardly visible 
products of the CCAD's work (in collaboration with other regional and national institutions) included a 
regional action plan to address tropical forest loss and the region's Agenda on Environment and 
Development for the United Nations Conference on Environment and Development in Rio in 1992. 
Some 360 different organizations participated in that process, which indicated successful leadership 
on CCAD's part CCAD's inclusion of nongovernmental organizations, indigenous peoples' groups, 
forest industry representatives, and others ensured that a broad range of participants was heard. In 
addition, the CCAD helped leverage $50 million in support from a range of donors for critical forest 
management projects, establishing itself as an important partner in raising funds for implementation as 
well as regional harmonization efforts. 

In 1993 and 1994, the CCAD formed part of a group pushing for an umbrella Central American 
Alliance for Sustainable Development to harmonize approaches in areas including the environment, 
social, cultural, and political arenas. The following year USAID responded with a broad regional 
program-PROARCA-to help the CCAD and national governments promote integration of 
environmental issues into each of these areas, based on the common concept of the Mesoamerican 
Biological Corridor. The program provided assistance to consolidate a Central American protected 
area system, and promoted improved land-use practices by linking upland communities with coastal 
resource users. It also supported CCAD with strengthened administrative and financial operations, 
and helped CCAD establish a regional information clearinghouse and support networks of 
environmental management professionals. Finally, it provided further support for harmonization of 
environmental legislation and regional dialogues on environmental issues. 

CCAD grew during these years from a 3-person policy team to an implementation organization of 
some 20 staff persons and affiliated subgroups. It became an established part of the environmental 
policy making process in Central America. After 1999, however, the administration of CCAD changed, 
the secretariat was relocated from Guatemala to El Salvador, and many of the elements in the 
organization that made it successful for 10 years were lost. Today it faces numerous challenges. 
including development of a plan to operationalize the GEF fund for regional environmental investment 
under its control. 
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Lesson 19: Policies will be more successful if targeted at local beneficiaries 
and implemented by local agencies 

What has been learned 

Governments, donors, and NGOs can encourage and support widespread improvements in 
environmental management. But only local actors influencing specific resources can implement 
necessary changes. Local incentives are the driving force for widespread adoption of improved 
methods, and removing policy obstacles to sound investment systematically helps to improve 
incentives. Delegating implementation responsibility to those who are closer to the problem may 
improve effectiveness because the authorities will be more motivated to carry out the policy as 
designed, have greater credibility with stakeholders, and are likely to be more accountable 
because they are part of the community. 

Key underlying issues 

Political economy. Whether dealing with the global issues of climate change and biodiversity or 
local issues such as village production systems and water quality, the basic question remains: 
How can public policy, within the society's basic economic, political, and social frameworks, 
influence individual choices in ways that lead to preferred environmental outcomes? A basic 
lesson learned over nearly thirty years of environmental policy efforts is that people choose 
outcomes that they believe will help them. Policymakers must find solutions that offer both 
practical benefits to local stakeholders and prefeked environmental outcomes from broader 
societal perspectives. 

Global-local linkages. Depletion ofthe world's rainforests contributes to global warming and to 
loss of biological diversity. But whether in Central Afiica, Madagascar, the Amazon, or 
Indonesia, deforestation is driven by local opportunities and localized incentives that ignore the 
costly environmental degradation. Large timber concessionaires in the Amazon, Borneo, or 
Gabon will not readily sacrifice hundreds of millions of dollars in income for diffitse 
environmental gain. In Madagascar, which has among the richest and most diverse biological 
resources in the world, efforts to sell biodiversity as a reason to protect the forests have been 
unsuccessful. Environmental groups committed to preserving Madagascar's biodiversity 
recognize that increasing economic opportunities for impoverished Malagasy farm families is the 
only effective way to protect a resource so highly valued by the outside world. And in Niger 
local rather than global impacts served as incentives for good resource management (Case 19.1). 

Attitudes change with rising incomes. With average GDP growth rates of more than 6 percent 
per year for the past two decades, Southeast Asian countries now manifest the preferences that 
are characteristic of middle-income economies. While urban pollution and congestion were 
acceptable prices for higher incomes, populations are now willing to trade some income potential 
for environmental, health, and welfare benefits. Priorities for desired local impacts vary 
according to complex income, social, and environmental factors; nevertheless, the motivating 
impacts are not global, or even national, but locd 

Decentralization. Throughout the developing world, central authorities have been encouraged to 
decentralize many of the functions of government. In part, this strategy has been motivated by a 
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political agenda to democratize government, promote shifts from centrally planned governments 
and economies, spread power more widely, and lay the foundation for greater participation in the 
election process. However, the strategy also reflects the experience of countries throughout the 
developed world in implementing all types of policy. A key issue is whether central authorities 
can effectively implement national policies. In case after case, it has been demonstrated that 
devolving responsibilities to local authorities increases the effectiveness of policy 
implementation. Generally, central agencies are less responsive to local concerns and priorities 
than local officials, and local stakeholders perceive that their access to central officials is more 
limited? In addition, central agencies are more likely to be accountable to large well-organized 
constituencies that can influence policy at the national level. But if the policy is poorly designed, 
local implementers may undermine it for all the reasons they would have implemented a well- 
designed policy. For example, forestry or fishery officials may be reluctant to prosecute illegal 
harvesting if they perceive that policies preclude the offenders from pursuing other economic 
opportunities. Local governments, assuming they have control over revenue and some 
managerial capacity, are at times (but not always) more responsive to the needs of those who 
stand to benefit from policy. 

set tin^ the roles for central and Local imulementers. Policies on the environment and natural - " A 

resources require the participation of more than one implementer, particularly if the policy 
reforms are introduced nationally. Central agencies, even if they are not responsible for 

' 

compliance monitoring and enforcement, often contribute to the implemen&on effort, taking a 
lead role in interpreting legislation by writing regulations, developing more informal procedures, 
or preparing the implementation plan. In addition, central agencies may be better positioned to 
secure financial resources needed at the local level, resolve disputes, facilitate the transfer of 
technologies and knowledge among local implementers, and monitor and evaluate the overall 
effectiveness of implementation. Local roles in implementation usually focus on those activities 
involvine direct and freauent contact with stakeholders such a s  develovment and review of - 
permits, facility inspections, monitoring and review of compliance activities, and enforcement 
action against violators. The following have been identified as key challenges to ensuring 
effectivd local roles in implementation of environmental and natural resouice policies: 

Selection of local implementers. The selection of the local implementation partner may 
depend on what skills and resources the local agency can apply to the task and the degree to 
which the local authority's traditional jurisdiction relates to the area covered by the policy. 
The devolution of management or implementation responsibilities to local agencies may be 
difficult if the focus of a policy is a geographical area that covers more than one jurisdiction 
(such as a national park, watershed, or wildlife range). In these cases, it may be more 
desirable to create new institutions or devolve authority to NGOs, as has been done in 
Montego Bay Marine Park and Negril Environmental Protection Area in Jamaica (see Case 
17.2). Such decisions must consider the timeframe for irnvlementation. barriers to 
transferring management authority, and other factors, such as historical relations between 
central authorities and the proposed local implementer. In Tanzania, wildlife ministries 

' There are certain types of local problems where the central government can play a prominent role. For example, 
the selection of sites for municipal landfills or incinerators may be difficult to resolve at the local level. 

126 
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opposed a new wildlife management plan because the local managers to be entrusted with the 
country's wildlife had previously been targets of enforcement efforts. 

Adequatejirnding for local stafl In many countries, local governments have limited authority 
to generate revenue to cover costs, and they must often depend on transfers from central 
budgets to support their activities. Local authorities rely on a combination of ltransfers and 
self-generated revenues in many OECD countries. In the United States, consistent 
implementation of national legislation is sometimes achieved through program cemfication 
provisions that are linked to transfer of federal h d s  to state environment programs. 

Local capaciiy. Lack of local capacity is often the most difficult problem to overcome. 
Monitoring and enforcement activities require a level of education and training among staff 
that may be in short supply in local jurisdictions (Case 19.2). In addition, salaries are often 
low compared to salaries in the private sector, Thus, recruitment and retention problems may 
make it difficult to carry out implementation activities in local agencies. 

Delineation of responsibilities. Local responsibilities are often not clearly defined in 
legislation or regulations, making it difficult for local people to execute the functions of 
government. In some cases, various agencies may have overlapping responsibilities, or an 
important component of implementation activities may not be permitted (in Indonesia, 
environmental officials are not authorized to enter businesses to conduct inspections). In 
other cases, the responsibilities are not clearly communicated to local officials or the central 
government fails to help local officials develop the needed capacity (Case 19.3). 

Programmatic imptications 

1. When assisting implementation, donors can look for opportunities to involve and support 
local partners. They can help create demand for local implementation by working with or 
creating local NGOs to monitor implementation of policies with distinct local benefits. 

2. It is u se l l  to determine the weak links in the implementation process (typically as they relate 
to local agencies) and encourage national agencies to address legal or institutional 
irnpedim&ts and help co-finice capacity-building activities. 

3. There may be opportunities to demonstrate the benefits of local implementation through the 
support of pilot programs and demonstrations, coupled with public awareness and outreach 
activities. A bottom-up approach may be useful in promoting policy changes as weU as 
locally led implementation. 
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Case 19.1 

Prospects for improved resource management h Niger enhanced by reforms that generate 
local economic benefits 

In the face of Niger's rapid population growth and associated resource depletion, restoration o f  both 
rural income and the environment requires a policy framework that recognizes a new set of 
balancing mechanisms. Provided that a favorable policy environment is in place, improved natural 
resource management can contribute to sustainable increases in production as well as a 
diversification of sources of rural income. A combination of improved resource management, small- 
scale infrastructure development, and the increased availability of external inputs, including chemical 
fertilizers and credit, can extend the horizon of sustainable increases in per capita production for at 
least another 20-40 years. 

Since 1950, at least 4 million hectares of vegetated land in Niger has been converted to agriculture. In 
areas lacking investment in improved forest management, harvesting and consumption of forest 
products are well above sustainable levels, as a result of increasing demand for forest products and 
the shrinking area of natural woodlands. The gap is being filled by resource mining, which is eating 
into the resource stock and further aggravating imbalances between consumption and sustainable 
yields. 

A central strategic question for policymakers remains: Does Niger have the biophysical capacity to 
restore the ecological equilibrium and support a growing population? The answer has two parts: (1) 
bioohvsical caoacitv can su~oort real ~er -ca~ i ta  growth in agricultural out~ut  for the next aeneration if 
improved land-use*manag&ent practices are wydely adopted, including eventual use of external 
inputs; and (2) this success is biophysically feasible, but it cannot be separated from changes in the 
incentive system, the cost-benefit equation of specific land-use and investment choices, the growth of 
markets, and trade and commercial production. 

Since 1990, following a series of critical policy reforms and as annual crop production became 
extremely constrained, the number of farm households adopting improved natural resources practices 
has accelerated sharply. Interviews with several hundred villagers from 1987 to 1994 indicate that 
household-level economic impacts are the dominant factor in adopting the improved natural resource 
management and related production practices. New opportunities that alter the local incentive 
structure--such as the devaluation of the CFA franc, the growth of urban markets, and regional 
economics and trade (particularly with Nigeria)-also provide a dramatic impetus to the transition from 
rain-fed subsistence agriculture to input-based, commercial production systems that incorporate 
improved natural resource management practices. 

Under the pressure of rapid population growth, traditional balancing mechanisms no longer work. Soil 
mining, a practice that extracts more nutrients from the soil than are put back, has been documented 
in several scientific studies throughout the Sahel, including studies by the Royal Tropical Institute and 
the Centre for Agrobiological Research, both based in Holland. Over the last generation, 
unsustainable levels of crop production have been achieved through shortened fallow periods and 
associated soil mining. However, the long-term cost includes an accelerating loss of resiliency in the 
ecological system. 
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Case 19.2 

I Building community capacity for improved wildlife management in Tanzania 

I To assume a greater role in  managing Tanzania's wildlife, rural communities had to develop 
new institutional structures and related management capabilities to gain the confidences o f  
wildlife ministries whose previous interactions with communities had been mostly adversarial, I focused on prosecution of poachers. 

Tanzania recently adopted a new wildlife policy that vests responsibility forwildlife in rural residents 
living in villages near wildlife populations. This strategy is based on the theory that iF  communities 
receive economic benefits from the animals (through tourism and hunting), they will have incentives to 
conserve them. Even assuming that political will (and government institutional capacity) for this 
change exists throughout the relevant line ministries, the institutional challenge at the community 
level to  implement such a change is enormous. Communities are at a big institutional 
disadvantage in trying to take responsibility for protection of wildlife. They cannot succeed by 
themselves, even with a supportive and capable wildlife ministry. Community-based organizations 
(CBOs) may need legal, socioeconomic analysis, organuational, public relations, credit moperative 
production and marketing, and technical assistance with natural resource management 

I Communities are cleariy starting off at a disadvantage in assuming these responsibiliies: 

Years of training, experience, and know-how have helped African wildlife pmfessionals become 
expert in the requirements of law enforcement, wildlife management. disease control, water 
management, and range management Communities are being expected to absorb these skills 
overnight 

Communities are expected to be able to organize themselves to execute the task (assuming the 
technical skills exist). But problems such as these accompany this approach: (1) community 
residents, unlike park wardens, don't know the applicable boundaries; because conservation 
areas normally encompass more than one traditional community, larger alliances oRen must be 
formed; (2) they lack an organizational structure since the new wildlife areas oRen involve 
establishing modified decision structures including more than one community; and (3) N ~ S  don't 
exist since the right to regulate wildlife is being introduced for the first time in modem governance. 

To address this constraint, CBOs in USAID's target areas formed alliances with Tanzanian 
organizations that can provide such assistance. A supportive Tanzanian institutional network is 
needed to establish and perpetuate these fledgling institutions. Government can't provide all these 
support services and it is expensive, unwieldy, inefficient, inappropriate, and unsustainable for U.S. 
PVOs or contractors to provide them. Therefore, limited assistance to these potential allies is an 
important part of USAID's policy implementation program. 

This relatively straightforward concept, adopted as policy after a ten-year gestation period. requires an 
almost revolutionary change in thinking. For years the Tanzanian government was the sole guardian 
of the nation's wildlife endowment, and wildlife officers were trained to view community residents as 
potential criminals to be kept away from the nation's treasures. 

Current middle- and upperechelon managers of wildlife ministries spent their formative professional 
years chasing the same community members they are now expected to entrust with a cherished 
resource. Many are unwilling to promote this transition rapidly. However, thorough implementation is 
necessary to produce the incentives required for community conservation. 

, For the policy implementation to succeed, communities must gain rights over wildlife and 
1 assume responsible stewardship. Since the government cannot police all game outside protected 
8 areas, the only feasible alternative is to foster community collaboration via CBOs. 
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Case 19.3 

Support for civil society-led decentralization initiatives for natural resource management in 
Indonesia 

Decentralization of natural resources management responsibilities in lndonesia has been a 
challenging process for which many local authorities were unprepared. A significant effort has 
been required to elaborate the division of responsibilities between central and local authorities 
and to prepare local institutions and staff to  assume these new responsibilities. 

Following the political watershed in which the 32-year authoritarian regime of President Suharto was 
replaced by a democratically elected government in 1999, lndonesia embarked on a radical policy of 
political and fiscal devolution of authorities from central to local levels of government, in so doing 
transforming itself from one of the most centralized to one of the most decentralized countries 
in the region in a short two-year period. The political turmoil this caused has opened up unprecedented 
opportunities for civil society initiatives. 

EPIQ's lndonesia program works in East Kalimantan, one of the largest and most resource-rich 
provinces. Like the country's other resource-rich outer islands, East Kalimantan historically generated 
huge revenues from oil, gas, coal, wood, and other resources but received only a small fraction of the 
development budget in return. Essentially, local and regional government structures were designed to 
facilitate the extraction of resources and revenues to the center rather than to support a wide range of 
local mandates. As a part of the decentralization process, eight new districts and municipalities in East 
Kalimantan were created--each with little or no existing administration or local legislative assembly. 

Legislation was enacted devolving most economic and political authorities, including natural resource 
management, to sub-provincial and village level governments. This included the creation of new 
provinces and kabupatens (districts) to size regional and local government jurisdictions more efficiently 
and manageably. Also, local government assemblies were given significant fiscal and political powers. 
All of these fundamental policies and legislation were undertaken with very little consultation and 
communication with the affected local and regional governments, either to prepare them for their new 
responsibilities or to determine their capacity to take on these new functions. Meanwhile. Jakarta's 
central government continued to debate which powers should be devolved and to which levels of 
government, since decisions would have potentially major consequences for new revenues and shifts in 
power bases. 

East Kalimantan's active environmental NGO network, which spans the range of resources and types 
(sewice, advocacy, education), quickly realized that (1) local governments needed a rapid education in 
their new responsibilities; (2) local governments and assemblies needed a vigorous dialogue and 
watchdog function from civil society to ensure that new policies and regulations did not actually increase 
resource degradation, social conflict, and economic problems; and (3) national government agencies 
were not going to provide guidance or training soon. Some local assemblies and governments also 
realized that they could gain from reaching out for the expertise and guidance of the civil society sector. 

Through its small grants and technical assistance program, EPlQ has been actively involved in 
developing and funding an alliance of NGOs that recognizes the link between policy and their members' 
field activities and the importance of developing credible political clout to effect policy change. 
Successes to date include the signing of a memo of understanding with the head of one kabupaten and 
an agreement with its district assembly to assist in strengthening the legislature, close involvement in 
the preparation of local legislation governing the establishment and management of community forests, 
and helping the local assembly to draft legislation for managing mangrove areas. In an adjoining heavily 
forested kabupaten, populated mainly by indigenous forest communities, EPlQ has worked with the 
local government to develop a public consultation and planning process that has developed the first 
local forest land management and revenue distribution system in the country and used GIs systems to 
demarcate forested lands and their status and use for the first time. 



Chapter 8: Evaluation 

Evaluation is the key stage of the policy process for building accountability for reforms as well 
as the institutions that promote and implement them. The conclusions of evaluations-w~en 
positive-validate the reforms and afford policymakers with the credibility needed to secure the 
resources and governmental commitment to sustain or even improve policies in the future. Even 
if evaluations are less favorable, they are valuable, nevertheless, in providing a basis for 
policymakers to press for additional reforms or the resources needed to make the current policies 
function effectively. 

Three lessons are presented in this chapter. Lesson 20 makes the point that policy reforms can be 
evaluated, even though there are important obstacles to overcome in analyzing the results of 
reforms. While acknowledging the complex nature of policies and the environment in which they 
are implemented, the lesson encourages donors and counterparts to adopt a flexible approach to 
evaluation, using interim and progress reports as well as basic information and trend indicators to 
focus attention on implementation progress. Such intermediate steps will also help donors and 
counterparts effectively plan for the larger and more comprehensive "evaluation" that is typically 
viewed as the primary or final output of this stage of the policy process. Lessons 21 and 22 relate 
to the more operational details of evaluations. Lesson 21 focuses on questions that an evaluation 
needs to answer and suggests that these questions will vary according to the audience. Lesson 22 
examines the role and selection of performance indicators in evaluation. Although evaluations 
may involve a variety of analyses (such as KAP, market, and willingness-to-pay surveys), 
indicators are an essential input to evaluation, particularly in tracking intermediate progress in 
the early stages of implementation. 

Lessons 

Case 20.1 1 FAO: Looking for impact beyond the life of the program in India I 
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I Case 21.3 1 Best practices guide environmental fund reviews in Central and Eastern Europe I 

Case 21.1 

Case 21.2 

Use of indicators in monitoring and evaluation: Niger Agricultural Sector Development 
Grant. Phase II 

Adjusting program evaluations in Senegal 

Macroeconomic policies affect the success of forestry policies in Guatemala 

Case 22.2 Testing and evaluating arrangements for decentralized policy implementation in Egypt 
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Lesson 20: Environmental policy can be evaluated 

What has been learned 

Donors and their partners often are reluctant to undertake evaluations of environmental policy 
reforms. This reluctance can be attributed partly to the nature of environmental policy reform 
that makes it difficult to unambiguously answer the questions: is the policy working and what is 
its impact. In addition, donors and their partners may not recognize the 111 benefits of evaluation 
or perceive that the benefits justify the costs. The lack of appreciation for evaluation may result 
if "evaluation" is narrowly construed as a single report (that is limited in its capacity to provide 
feedback on a continual basis) rather than a stage of the policy process involving a number of 
analytical activities. 

Environmental policy can be evaluated but only if it is conceptualized and planned at the 
beginning of the implementation stage and involves a well-conceived participatory process 
during which the parameters of evaluation are set, all parties who can use andlor disseminate the 
results are engaged in discussions, and agreement is reached on the £requency and scope of 
evaluation outputs. 

Key underlying issues 

The nature of environrnentalpolicies. Evaluating environmental policies presents a number of 
challenges related to the characteristics of the policies, the stakeholders who respond to these - 
policies, and the types of environmental and natural r&ource systems that are impacted by the 
policies. These issues are described below: 

Policy reform is "noisy. " A key challenge in evaluation is to filter out the noise to focus only 
on the information and analysis that answers the question: Is the policy working? This noise 
occurs because policy reforms are complicated and can only be viewed in a dynamic h e  in 
which policies and context are changing continuously. Policy reform can be viewed as a very 
complex occurrence, generating changes in the behavior of a variety of stakeholders and 
requiring changes in the institutions that implement, monitor, and enforce the reforms. A 
reform involves many working parts that often change simultaneously, requiring that an 
evaluation consider how each of these component parts individually and in combination are 
functioning. None of these changes occur in a vacuum but in a dynamic economic, political, 
and cultural setting, often characterized by a flurry of reform activities with both positive and 
negative impacts on stakeholders and their response to the environmental policy. The 
institutional setting for implementation is similarly dynamic: Implementing agencies may 
have responsibility for several different policy reforms, and with l i i t e d  budgets, must 
balance priorities and determine what reforms have greatest priority among the public, the 
government, and the agency. 

. Lags inpolicy impacts. For many policies, the impact is almost immediate. Changes in 
environmental governance or bans on substances such as lead in gasoline may result in rapid, 
observable changes. For other policies, impacts may not be observed for many years after 
they are implemented. T i e  is required for stakeholders to respond to new policies and 
information or adapt to new technologies or innovations. In addition, there may be a lag 
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between the behavioral response to the policy and the response of physical and biological 
systems. Ultimately, impacts depend on how these environmental systems respond to policy 
changes. Lags in impacts are prevalent in NRM policies involving investments in sustainable 
management practices, longer forest rotations, or ecological systems that adjust slowly to 
policy (such as coral reefs). Even for "brown" policies, compliance schedules are commonly 
flexible, enabling polluters to reduce emissions or discharge over a period of years. Case 20.1 
demonstrates that the conclusions reached in evaluation at an early stage of implementation 
may be very different than those obtained if the evaluation is conducted after the lags have 
had their full impact. 

Evaluation: a stage of thepolicy process. Evaluation often is viewed as a discrete one-time 
analytical exercise rather than a multi-faceted stage of the policy reform process involving a 
number of analytical activities. This perception of evaluation as a report may account for the lack 
of interest among donors and counterparts. Given the technical issues discussed above, a single 
report may be of limited use in tracking implementation success or analyzing impacts of policy 
reforms. In addition, if the evaluation has not been planned from the beginning of policy 
implementation, the information needed to track progress may be limited, making it more 
difficult still to prepare the evaluation report. While the report may be the culmination of the 
stage, evaluation should embody many intermediate activities that involve tracking and 
analyzing progress. 

The benefits of evaluation. Donors and their assistance partners do not always appreciate the full 
benefits of evaluation in the process of policy reform. For donors, it is a matter of their 
accountability for the assistance resources devoted to programs and projects. Unless donors are 
explicitly required to analyze the results of the policy reforms, it is less costly in time and 
resources to focus their evaluations on the inputs and outputs of the assistance program or 
project-reports generated, institutions strengthened, stakeholders trained, equipment purchased. 
In addition, if the evaluations required of donors must be planned and executed during the 
timeframe of the assistance program or project or finalized shortly after termination, it may be 
difficult to analyze the implications for the environment associated with reforms. Thus, the 
impetus for evaluation of policy reforms often must come from the implementing agencies. They 
will need to understand that interim and final evaluation reports have value in providing them 
with information and analysis that can be used in discussions with the government and 
stakeholders. The evaluation outputs foster transparency, can be viewed as a mechanism by 
which the implementing agency's accountability can be judged and provide agencies assurance 
that the reforms are working. 

Need a chorus, not one voicesinging thepraises of thepolicy. Many voices will often be more 
convincing than a single voice and will lend credibility to the policy as well as the policymakers. 
To ensure that these voices are mutually reinforcing, two issues must be addressed: 

Evaluations include both formal and informal analyses at frequent intervals. The implication 
is that attention should be focused on engaging those policymakers and stakeholders early in 
the evaluation process to ensure agreement is reached on the parameters of the various 
evaluation outputs. 
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In conjunction with the evaluation, it is important to identify who needs information on the 
policy and who can present the results of evaluation to these groups. A dissemination 
strategy should be developed to identify and implement various mechanisms-workshops, 
press releases, conferences. 

Programmatic implications 

1. Policy reform can be evaluated, but optimally only if the parameters of the evaluation are 
carefully specified ex ante and agreement on these parameters is reached by all par&ies. 
Agreement should be reached on what the expected results of the reform will be, when they 
are expected to occur, how the results might change over time, the potential obstacles to 
success and how to account for these in evaluation. But it should be recognized that there is a 
need to revisit these assumptions during implementation since it may not be possible to 
accurately determine these parameters beforehand. 

2. Work plans are often undemed. The work plans that donors' assistance providers prepare 
before initiating policy assistance may serve a useful purpose in terms of serving of 
facilitating discussions with counterparts about what will achieved by the assistance program 
and by the policy reforms. The planning process also provides an opportunity to decide how 
to measure and evaluate success and discuss the timing and frequency of evaluation 
activities. 

3. Progress reports should be provided kequently. Assistance partners need information and 
reassurance that the reforms that are being implemented are accomplishing the goals that - .  

were set during the design stage. In addition, progress reports are needed to ass& the need 
for and direct mid-course corrections. 
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Case 20.1 

FAO: Looking for impact beyond the life o f  the program in lndia 

A series of policy evaluations of FAO's social forestry programs in lndia and other countries 
indicated that the conclusions formulated in earlier evaluations changed when the reforms 
were reevaluated years after the assistance programs had ended. 

One difficulty faced by any environmental policy reform program is the time lag between the policy 
reforms and environmental impact. In most cases, if evaluations are timed to coincide with the 
termination of donor assistance (as donors often pay for such evaluations), evaluations may have to 
use proxies of impact, or predict impact on the basis of "enabling conditions" which have been shown 
to be effective in leading to long term change. While the use of proxies and developmental hypotheses 
to predict biophysical impact can be useful when funding is constrained by 5-year funding cycles, 
experience shows that unintended impacts can occur that change the possible impact in ways that 
cannot be predicted, or monitored. 

In the late 1980s, FA0 decided to look back at the impact of a series of programs initiated in the 
1970s, well after the formal funding for the social forestly program dried up. In the case of India's 
Gujarat District, FA0 had supported an innovative effort to promote agroforestry, included policy 
reform that permitted the local control of tree planting and ha~esting. By the end of the assistance 
program, evaluations universally applauded the success of the program. For years after the program 
was completed, the Gujarat forestry program was heralded as an agroforestry success story-a clear 
best practice. 

On reviewing the program well after its completion, it was clear that the changes to the region were 
indeed significant-large numbers of trees were being planted and sold throughout the region. The 
program had indeed had a major positive impact in the region, but one fundamentally different than 
had been expected-instead of providing opportunities for the poorest of the poor, the greater impact 
was with the rural middle class who were able to take advantage of the new policy environment to 
plant woodlots. The access to new wood resources by the rural poor though did not significantly 
increase. In fact to some extent their access rights diminished as the amount of biomass grown in the 
region increased. The program had indeed been able to change the region's enabling conditions, but 
what was not anticipated was which economic group was going to be able to take advantage of 
these conditions, to the detriment of the program's nominal beneficiary group. 
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Lesson 21: Tell a story: Process and resuIts 

What has been learned 

Evaluation must tell a story-in other words, it should provide feedback to policymakers that can 
guide diagnosis and changes in the policy design and its implementation. Evaluation will be 
more useful if care is taken to carefully frame the questions, establish the baseline for comparing 
the before and after policy scenarios, anticipate information needs for the analysis, and determine 
when there has been adequate time to answer the various questions that comprise the evaluation. 

Key underlying issues 

Answering the basicpolicy question. The role of evaluation in the policy process is to provide 
an answer to the questions: Is the policy working? This question can be further divided into two 
questions, the first focusing on whether the policy, as designed, is effective, and is the 
implementation of the policy effective. Answers to the first question will focus on the structure 
of incentives provided by the policy and the way that polluters or resource managers respond. 
For example, are investment tax credits effective in encouraging sustainable natural resource 
management practices? In addition, the policy will be evaluated by the results achieved in t e r n  
of improved environmental quality or allocation and use of natural resources. Are pollution 
standards strict enough? Has the rate of deforestation slowed to the desired rate of the policy? 
The second set of questions focus on how well implementing agencies perform in their support 
of the policy. These questions focus on the capacity of agencies, staftkg levels, skills, and 
resources, quality of compliance monitoring programs, extension services for landowners, and 
communication programs.4 

Persuasive evaluations. Even if the story is compelliig and complex, short sound bites will often 
be needed to attract the attention of the audience or convince policymakers that the detail merits 
their time. In effecf the five-minute summary of evaluation results should tell the story in a way 
that is interesting to the audience in terms that are clear, understandable, and unambiguous. It 
should be recognized that the content of the story may need to be varied depending on the 
audience. A senior government manager may need to know all the key points of the evaluation-- 
if the policy is time-sensitive, is it accomplishing objectives or meeting targets, are stakeholders 
and the public better off as a result of the policy, is public money accounted for and spent 
effectively. For other audiences, such as stakeholders, their interest will be on whether they are 
better off. 

Less than everyfhing you need to know. An evaluation is costly. It may not be possible to carry 
out a comprehensive analysis of all the relevant policy questions. In addition, there is a temporal 
dimension that must be considered in conducting evaluations. For example, some evaluation 
questions on implementation of a policy may be analyzed after one or two years. However, it 

' There is a large volume of information and guidance material on evaluating institutional capacity. A usell 
introduction to this literature is Measuring Instihrtiom~ Capaci~,  Recent Practices in Monitoring and Evaluation, 
USAIDICDIE, 1996, Washington, DC. - 

137 
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might be more appropriate to evaluate the policy design after it is possible to observe how 
stakeholders respond to the policy's incentives. Thus, evaluations do not necessarily cover all of 
the policy questions that can be asked. 

Planning ahead An important consideration in laying the groundwork for policy evaluation is to 
characterize the baseline so that evaluators can distinguish the before from the after. In cases 
where the policy reform process has involved diagnosis and extensive dialogue between 
policymakers and stakeholders, there already may be baseline information available. Illustrative 
information that will be needed to characterize the situation before the policy is implemented 
includes ambient levels of air and water quality, land use patterns, indicators of biodiversity 
quality, soil productivity, and erosion. 

Policy performance is not easily evaluated From the point in time when a policy is designed, 
many factors can affect how well it performs, including how it is implemented. However policy 
performance can also be affected by external factors such as the general economic conditions, 
financial markets, political strife, and natural disasters. A number of challenges must be met in 
conducting evaluations: 

Setting the hypothesis. The goals of the policy reform are often stated in qualitative as 
opposed to quantitative terms, requiring the analysts to determine what constitutes success or 
effectiveness. It may be necessary to discuss different specifications of the hypothesis before 
undertaking the evaluation. In cases where donors provide the fimding, the evaluation may 
focus on hypotheses that are more useful in answering questions more closely linked to the 
donor's current assistance program or interests in providing future assistance than to the 
overall policy reform. Case 21.1 describes the use of KAP surveys in Senegal, where initial 
surveys were tailored to USAID's information requirements under the R-4 process, but later 
broadened to focus as well on the performance of the policy reforms. 

Attributing change. External factors may have both positive and negative influences on the 
performance of policies. It may be necessary to analyze these factors and attribute results to 
each of the most important factors. For example, periods of recessions may alter facilities' 
willingness to undertake investments. Or high rates of inflation may make it dificult for 
farmers or timber interests to take on new loans. In Guatemala, the evaluation of forest 
policies included an analysis of foreign exchange rates and domestic interest rates to 
determine their role, relative to the policies' incentives, in encouraging forestry investments 
(Case 21.2) 

Programmatic implications 

1. Early in the process of implementation, donors should elaborate a set of questions that they 
and their assistance partners will be asked to answer in accounting for the use of assistance 
resources and documenting the results of policy reforms. A set of criteria should be 
enumerated beforehand for each question to guide the collection and analysis of information. 
Case 21.3 illustrates the use of "best practices" criteria to guide the framing of the questions 
addressed in performance reviews of environmental funds. 
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2. Evaluation requires planning. The list of issues to be addressed in this planning exercise 
might include: 

. Who will need or use the results of the evaluation? 

. How does each user define success? 

What types of information and analyses will best enable these users to judge if the policy 
is successfd? 

. When are evaluation results needed? 

. How should evaluation results be communicated to various audiences? 

. Who will set frame questions, establish performance criteria, develop baselines, collect 
trend data, and conduct the analyses? 

. Do the institutions that will be involved in conducting the evaluation have the appropriate 
skills and resources? 

. How will evaluation be financed? 

3. Donors and counterparts are encouraged to revisit the goals of the policy to ensure that the 
process and results associated with assistance and policy reforms are being assessed 
accurately. Donors can consider changing or adding indicators over the course of their 
assistance effort in order to deepen the analysis of performance. 
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Case 21.1 

Adjusting program evaluations in Senegal 

This case illustrates how the scope o f  program evaluations was adjusted to better answer 
questions about the impacts of USAID's assistance in  Senegal. Over the past 10-15 years, 
USAlDlSenegal has invested some $100 million in agricultural research, extension, reforestation, 
environment and natural resource management and other rural development programs. Monitoring 
and evaluation of the success and impacts of these investments was initially limited to project- 
specific systems. However, the mission wanted to assess broader rural development and 
environmental trends and the aggregate and long-term impact of programs. It therefore funded a 
baseline natural resource assessment in the mid 1980s, followed up with a long-term environmental 
monitoring project that was carried out with the technical support of the US ~eological Survey during 
1994-2000. This effort yielded important insights into changes in land use among the different eco- 
regions of Senegal, and provided a context for the assessment of the impact of demographic pressures 
and agricultural practices on the natural resource base of the countly. 

One of USAID's contractors was tasked to help with the design of a national household survey of 
knowledge, attitude, and practices (KAP) related to the adoption of natural resource management 
practices and associated agricultural and rural development parameters. The KAP surveys were carried 
out in 1992, 1994, 1996, and 1998, and were designed to assist the mission in compiling information for 
its annual R-4 reports. The data collection and reporting for the household surveys were carried out by 
Senagrosol, a Senegalese consulting firm. This had the advantage of providing for continuity and . 
consistency in the survey methodology and use of the questionnaire. However, adjustments in the 
indicators selected by USAlD for their R-4 reports caused changes in the manner that key questions 
were posed in the survey, and made it more difficult to track changes in certain practices over time. 

The focus on USAID's internal requirements for R-4 reporting did not lead to a sense of ownership and 
vested interest in the data on the part of Senegalese government institutions or the network of partners 
involved in NRM oroarams in Seneaal. USAlDlSeneaal onlv used Senaorosol to administer the KAP ~" ~ - -  - -  - ~ ~ ~ ~-~~ 

questionnaires, A d  ;id not endeavor to build capaciy outide of the mission in data analysis and 
strategic planning in relation to the use of the KAP survey results. The capacity for data analysis and 
useful application of the survey results was in fact quite limited, even within the USAID mission. As a 
result, the mission had little real understanding or appreciation of the implications of the KAP surveys 
with respect to needed adjustments in development assistance strategies and program design. 

This situation was rectified to some degree through a major effort funded by the mission in  
1998-99 to complete the fourth KAP survey and carry out an analysis of the survey data in 
conjunction with an assessment of the impact of the mission's investments in Strategic 
Objective 2, the AgriculturelNatural Resource Management portfolio. As part of the scope of work 
for that assessment, the team was asked to identify plausible causes, reasons, purposes and logic for 
the use and non-use of improved NRM technologies, and to identify the various determinants of 
adoption of specific practices in different eco-regions, villages and households. Once the team was 
able to recover, recode and organize the KAP survey data, a number of useful insights were in fact 
generated from the statistical analysis of the KAP data. In contrast to much of the anecdotal evidence 
related to the use of NRM practices, the KAP survey analysis provided relatively compelling, 
quantitative evidence for the major determinants of the adoption of NRM practices. For example, the 
survey analysis confirmed the value of extension visits (access to technical information on NRM 
practices), as well as the importance of access to capital (households with more than 25,000 CFA 
francs per year in remittances) and labor (households with more adult labor available were more likely 
to be users of natural resource management technologies). The results of this analysis are now being 
used by USAIDISenegal to launch the next phase of program investments in agriculture and natural 
resource management. 
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Case 21.2 

Macroeconomic policies affect the success o f  forestry policies in Guatemala 

The analysis of the foreign exchange and interest rates and their effect on the forestry sector, 
provided Guatemalan policy makers with insight on where and how both macroeconomic and 
forestly policy need to be adjusted to provide the enabling conditions for profmble forestry 
investments. 

As part of its ongoing environmental policy support to the government of Guatemala, the EPlQ team 
examined legal and financial impediments to the economic viability of forestry-related investments. 
The team recently conducted a study to analyze the impact of macroeconomic policies on the forestry 
sector, to provide the basis for a more informed policy dialogue in the forestry sector and in 
macroeconomic reforms. The information generated by the study will be wed  not only to guide 
changes in the current forestry policy, but also to advance the discussion of needed 
macroeconomic adjustments. 

Forest production has never been a profitable venture in Guatemala due in great part to 
macroeconomic distortions and the high cost of production. In 1997, the Guatemalan government 
established forestry incentives (PINFOR) to stimulate investment in the forestry sector. PINFOR 
provides payments for reforestation and for natural forest management (for production as well as for 
conservation). In exchange for the incentive payments, recipients are required to implement 
sustainable forest management practices. 

Specifically the study analyzed how the distortions on the exchange rate affect the economic viability 
of investments related to the conservation of renewable natural resources, investments that are 
generally considered to be long term. The study analyzed secondary information and data to obtain an 
approximation of the probable values of economic distortions that affect the exchange and interest 
rates in Guatemala. This value combined with estimates of the cost of production and income 
generated in pine forestry plantations for sawn wood, allowed the team to calculate values of distortion 
impacts on the profitability of plantation forestry. 

The study found that in spite of the adoption of a flexible exchange rate system (introduced in 1989). 
the tendency to overvalue the queztal (Q), compared to the U.S. dollar, continued to grow reaching 
22.6 percent overvaluation by 1996, thus generating distortions in the exchange rate. Additionally. the 
active nominal interest rate, also deregulated in 1989, rose from 13.4 percent (1980-89) to an 
average of 21.2 percent during 1990-99. The risk of inflation and continued polical instability in 
Guatemala were found to be the key factors in these rate increases. The effect of these distortions 
reduced the net actual value of forestry plantations from a profit of Q1,651.10 per hectare to a loss of 
Q8,223.85 per hectare. 

Although PINFOR was not expressly designed to ameliorate the effects of macroeconomic distortions. 
in practice, it has helped offset these effects by increasing the net value of plantations receiving the 
forestry incentives, as compared to forestry activities not benefiting from the program. It was found 
that in plantations receiving benefits under PINFOR the profit increased by Q701.70 per hectare. 
despite the observed distortions, on a undistorted scenario this benefit would be Q11.499.4 per 
hectare. The study concluded that by eliminating these distortions and continuing with the PINFOR 
incentive program, pine forestry plantations could become an economically viable investment 



Environmental Policy Lessons Learned May 2002 

Case 21.3 

Best aractices auide environmental fund reviews in Central and Eastern Europe 

ixternal evaluations of environmental institutions will often be more credible and result in 
:hanges if guided by criteria viewed as objective or reflective of best practices. A case in point 
s the series of Central and Eastern Europe (CEE) environmental fund reviews conducted since 1997. 

luring the 1990s, most CEE countries established environmental funds to provide financial support for 
?nvironmental investments and related activities. These funds have relied on revenues from both 
iomestic and foreign sources and provided support mainly in the forms of grants andlor loans with 
attractive credit terms relative to those offered by commercial banks. 

n 1995, the Environmental Action Programme (EAP) Task Force, in collaboration with the OECD, 
:onvened a workshop in St. Petersburg, Russia to vet a set of guidelines on the operation of 
?nvironmental funds. The resulting document, referred to as the St. Petersburg Guidelines, were 
?ndorsed by countries participating in the Environment for Europe Ministerial Conference in Sofia, 
3uigaria, convened in October 1995. 

Subsequent to this conference, several funds requested the EAP Task Force to organize and secure 
inancing for independent reviews of their funds. Beginning in 1997, five CEE fund reviews were 
:onducted for the following funds: Polish EcoFund Foundation (1997); Estonia Central Environment 
=und (1998); Czech Republic State Environmental Fund (1998); Slovenia Environmental Development 
=und (1998); and Moldova National Ecological Fund and Chisinau Municipal Fund (2001). 

The fund reviews involved common design elements that appear to have contributed to the quality of 
he evaluations, as reflected in the funds' adoption of recommendations. For example, in one case, the 
jovernment of Estonia undertook an extensive modification of the fund involving the fund's legal 
;tatus, management procedures, and relationship to the Ministry of Environment. The common 
slements of the fund reviews were as follows: 

Well-defined, consensus-based evaluation criteria-The St. Petersburg Guidelines were used as 
the benchmark for evaluating fund organizational structure and operations. 

Peflormance indicator data compiled since the establishment of each fund-The funds 
monitored revenue flows, disbursements, results of project cycle appraisals and selection 
processes. In some cases, funds even had conducted post-implementation monitoring of 
environmental results. 

Open and transparent process, guided by mutually agreed terms of reference--The evaluation 
teams were provided with access to all documents, fund staff, and stakeholders (such as 
successful and unsuccessful applicants). In addition, the reviews were conducted by 
inde~endent teams under the aegis of the EAP Task Force. 
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Lesson 22: Learn to track what is important 

What has been learned 

As noted in the previous lesson, an evaluation is tailored to answer the set of questions 
elaborated by donors, their partners and other counterparts and stakeholders. Just as evaluations 
do not analyze every possible question that could be asked about the policy and its 
implementation, not all types of information should be monitored and evaluated. The selection of 
indicators will often be the critical step in planning and conducting evaluations. Given the 
inherent difficulties in measuring the success of environmental policy reforms, donors and 
counterparts will often face challenging choices in selecting indicators. 

Key underlying issues 

Tracking for accounfabilii~~ For donors or their assistance partners, what is important to track 
depends on what they are accountable for to their respective governments, stakeholders, and the 
general public. For donors, accountability, particularly while assistance is being provided, 
focuses on whether the assistance resources are being used effectively. Tracking may involve 
monitoring of indicators that describe assistance inputs and outputs to determine how the 
resources were employed. However, tracking of outcomes and results may be necessary to 
determine if the assistance effort is effective. Annex 3 provides a detailed discussion of the range 
of process and result indicators that have been used by USAID to monitor environmental and 
natural resource assistance programs. For counterparts, accountability requires tracking of both 
process indicators and results because of their need to demonstrate progress as well as the 
effectiveness of policy reforms. Case 22.1 illustrates many of the challenges in tracking 
assistance programs and policy reforms simultaneously. 

Making dyficult choices. Even if the evaluation questions seem simple and straightfonvxd, 
identifying the best indicators to answer the question will often be difficult. Some of the 
challenges that will need to be addressed include the following: 

Dzrerent audiences-for a given evaluation question, different audiences may expect the 
question to be answered in different ways. For example, if a policy is designed to reduce 
nutrient loading by encouraging farmers to adopt practices and select crops that require lower 
fertilizer use, farmer groups will want to know what impact the policy has had on farm 
profits while the public will be interesting in how the policy affects the quality of water. 
Thus, more than one indicator may be needed to answer a single question. Often, the 
audience will want the question tailored to a very specific issue. If implementation of a 
policy involves demonstration or pilot activities, it may be desirable to focus evaluations on 
the effectiveness of implementation in the pilot regions or institutions before full 
implementation proceeds. Such a "mini-evaluation" is illustrated in Case 22.2. 

Complexprocesses-the implementation of policy reforms will often occur in a number of 
steps and involve numerous agencies or institutions. It may be necessary to track 
implementation decisions (promulgation of procedures and regulations, creation of new 
institutions), progress in training staff to implement policies, and the flow of resources to 
recruit additional staff and provide them with equipment and other supplies necessary to 
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carry out their responsibilities. While it is possible to develop indicators to track all of these 
implementation activities (Annex 3), it may be useful to combine these indicators into 
"composite" indicators or indexes. For example, donors or agencies may be asked questions 
related to the progress to date in implementing the policy or in strengthening the agency to 
carry out its responsibilities. USAID programs have used composite indicators to be able to 
respond to such questions. Obviously, such indicators may provide the audience with the 
"big picture" but are less useful for analyzing specific problems. 

. Complex results-the use of indicators to track the results of policy reforms is even more 
challenging than monitoring the process. In addition to the problem of different audiences 
requiring a "different bite out the same apple" that requires results to be tailored to different 
audiences, tracking results is difficult because of timing and measurement problems. 

. Timing-As noted in Lesson 20, results may be observed many years after the reforms 
are implemented. Illustratively, reforms of Niger's forest code yielded results more than 
20 years after their adoption. When there are substantial lags in results, an "ideal" result 
indicator may fail to show progress in early years. To address this timing issue, it may be 
possible to identify intermediate results, typically related to how stakeholders respond to 
the policy reforms. For example, if a policy is designed to increase forestry rotations, 
some indication of success might be obtained in examining participation rates in 
extension programs, changes in the types of trees planted, or changes in harvesting rates. 
Ideally, for these indicators there are clearly understood causal linkages to the ultimate 
policy result. Another example relates to reforms designed to rebuild coral reefs. While it 
may take decades to measure discernible improvement in reefs, indicators that can be 
linked to such improvements-elimination of destructive fishing and gathering practices, 
installation of mooring buoys to limit damage from anchors, improved education and 
awareness programs-may provide credible surrogates. 

. Results vs. impacts-the best measure of the magnitude of impacts may often be beyond 
the capacity of indicators and require additional analysis. For example, ambient air 
quality can be monitored on a continuous basis, but doesn't enable policymakers to place 
a value on the benefits of improvements in terms of reduced incidence of health effects 
and reduced damage to agriculture, forestry, or buildings. Similarly, the designation of 
national parks or protected areas (either by number or acreage) does not adequately 
measure the impact on biodiversity or tourism. In most instances, the costs of valuing 
impacts cannot be justified as part of a donor's or implementing agency's budget. Thus, 
to tell a story using these surrogate indicators will require some supporting discussion of 
the linkages between the surrogates and the ideal measure of impacts. 

Unintended successes. It may be useful to track information that is seemingly unrelated to the 
policy reform program. For example, sometimes the policy reforms result in different types of 
successes than was originally envisioned. An "unintended success" might result if, for example, 
a donor-led policy dialogue related to a specific policy reform encourages assistance partners to 
adopt and make wider use of such participatory processes in designing and implementing other 
policy reforms. 
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Unintended failures. A policy may be sound and complemented by effective implementation 
and yet still fail to yield desired results due to exogenous factors or policy decision unrelated to 
the environmentai policy reform. Where such a potential for failure exists, it may be necessary to 
use indicators to document such factors. For example, high rates of inflation, weak capital 
markets, and disruptions in export markets due to external conflicts might decrease the adoption 
of sustainable management practices. 

Programmatic implications 

1. To support the development and implementation of performance indicators, USAID has 
issued a series of guidance documents including the Performance Monitoring and Evaluation 
~ips.' These documents provide suggestions related to the selection of indicators and the 
design of monitoring programs including the following: 

. Indicators should be clearly understandable by policymakers, stakeholders, and the 
public. 

. There is a need to balance simplicity against the substantive content of the indicators. If 
information is presented in a form that engenders confusion or leads to contradictory or 
ambiguous interpretations, it will have limited value in the policy process. 

. Baselines should be established and evaluated ex ante for all indicators. 

. For information that will be presented in a transformed indicator forms (such as 
composite variables or indexes) the input indicator data that is employed in the 
construction of the composite indicators should be made readily available. 

. Indicators that involve threshold terms used to characterize a degree of completion or 
implementation such as "operational," "fully implemented," or "innovation adopted" 
should be clearly defined. 

. The ideal or most accurate indicator may not be affordable or practical to track on a 
sustained basis. If a donor anticipates shifting responsibility for tracking indicators to 
assistance partners, resource requirements such as staff time and monitoring equipment 
maintenance and replacement costs should be carefully considered to ensure partner have 
the capacity and willingness to assume monitoring responsibilities. 

The series includes 15 documents. The discussion in this section reflects best practices recommended in hvo of 
these: Selecting Peformance Indicators, Number 6,  1996, and Prepwing a Peformance Monitoring Plm, Number 
7, 1996, USAIDICDIE, Washington, DC. 
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Case 22.1 

Use o f  indicators in monitoring and evaluation: Niger Agriculture Sector Development Grant, 
Phase I1 

luring the design of potentially complex policy reform programs, the desire to address the 
mderlying problems and development challenges in a comprehensive manner needs to be 
veighed against the need to limit the program to what can be managed and tracked in  a 
wactical manner. Research and analysis may lead one to formulate a development hypothesis that 
s conceptually sound, but program assistance must contend with institutional constraints and a host 
)f other potential obstacles in monitoring and reporting. For example, the soundness of the 
levelopment hypothesis underlying the program design and the fundamental importance of the 
rogram activities supported by Agriculture Sector Development Program, Phase I1 (ASDG II) enabled 
he program to make significant progress in achieving its objectives and in improving the management 
)f natural resources in Niger. However, the results and impacts of the program were not easily 
liscerned in the midst of the lengthy documentation required for the satisfaction of the too numerous 
rrogram conditionalities. In time, the difficulties inherent in capturing and conveying the program's 
npact amid the myriad activities that needed to be documented eroded political support within USAlD 
or continued funding of the program. 

\ number of innovative programs at the time in environment and natural resource management 
UNRM) were being designed with a view towards achieving specific results, based on a flexible, 
olling design. In order to track the intermediate results achieved and adjust the program design, a 
onsiderable effort was invested in monitoring a set of key indicators. These indicators were 
leveloped to help identify results achieved at different levels, as a function of the analytical 
amework for UNRM programs that had been developed by USAID's Africa ~ureau.' The framework 
icluded five levels of anticipated results or impacts: 

Socio-economic indicators to track progress against the longer term goals related to improving the 
well-being of target populations. 

Bio-physical indicators, to track progress in reducing environmental degradation and in increasing 
the productivity of natural resources. 

Adoption of practices, to track changes in the rate of adoption of improved NRM practices, that 
were positively correlated with positive environmental and socio-economic impacts 

Establishment of enabling conditions which favor the adoption of improved practices, with 
indicators to track selected policy and institutional changes 

Mobilization of actions that contribute to the establishment of enabling conditions, and to the 
subsequent higher rates of adoption of improved practices and positive environmental and socio- 
economic impacts. 

ISAlDlNiger funded ASDG II with the aim of supporting the actions needed to establish the key 
nabling conditions for widespread adoption of improved NRM practices in Niger. The program was 
ational in scope, and included $20 million in non-project assistance and $8 million in project 
ssistance. Although the program was terminated early before all the tranches had been disbursed, in 
le  wake of a coup d'Btat in January 1996, a number of valuable lessons were learned with respect to 
ie  use of non-project assistance and associated monitoring and evaluation activities.' 

SDG II was intended to contribute to longer term rural development objectives through the 
trengthening of decentralized, democratic, community-based land use planning and local 
evelopment activities, and through the diversification and intensification of land use. The 
evelopment hypothesis for ASDG I1 was based on a series of field level assessments of agricultural 
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programs and related NRM initiatives in the region which had been identified, documented and 
analyzed through a series of assessments, strategic reviews and lessons learned studies. The 
program was based on the premise that mral producers would invest in NRM practices, provided they 
resulted in demonstrable benefits in terms of increased incomes. 

The program design was comprehensive in scope, endeavoring to establish all of the key enabling 
conditions thought to be necessary for the increased adoption of NRM practices in Niger. In total. 
there were 86 wnditionalities tied to the $20 million in non-project assistance. While the scope and 
number of conditionalities was laudable from conceptual standpoint. t also proved too problematic 
with respect to program implementation. By putting so many components into one program, the large 
number of institutions that were responsible for the various areas targeted by the program led to the 
organization of several layers of relatively unwieldy program management structures. 

The monitoring and evaluation system reflected the overall complexity of the program, and 
engendered a number of challenges in monitoring and reporting upon the achievements of the 
program. Because the technical support team and program managers were obliged to spend so much 
time tracking, monitoring, reporting, prompting and supporthg actions required to satisfy program 
conditionalities, little time was available to assess and monitor the progress in achieving the higher 
level results of the program (in terms of adoption of improved practices, biophysical changes. 
improvements in socioeconomic well-being). 

Unlike some programs using non-project assistance. ASDG II stipulated that the funds to be released 
upon satisfaction of the conditionalities would have to be programmed and used in support of the 
overall program objectives, and not simply turned over to the treasury of the government of Niger. 
This enabled the various institutions involved in carrying out the program activities that satisfied the 
conditionalites to directly benefit from the non-project disbursements. The government was quite 
supportive of this innovation. However, it added to the number of conditionalities and overall 
complexity. as it required all the various institutions to meet and agree on the manner in which the 
funds would be allocated and programmed, in advance of a given disbursement it also built up 
expectations and even a certain dependency on these non-project funds (as work plans and annual 
budgets for GON agencies were developed on the assumption that non-project funds would be 
forthcoming), which resulted in frustrations and disappointments when USAID was delayed in its 
processing%f the voluminous papetwork submitted to document the satisfaction of the 
conditionalities. The process would have worked much more smoothly had there been fewer 
conditionalities, and a streamlined process for monitoring compliance as well as a rolling 
verification of the satisfaction of each conditionality. 

' See The NRMFramework: what it is, what it does, and how it works with an example from Me field. By Fred R. 
Weber, AFWTR. September 1991. 

See ASDG I1 NRM and InsMotional Tum-over Plan, prepared for USAlDMiger by IRG. December 1996, and 
Impact et Durabilite des Reformes et Realisations SDSA 11, par lbrahim Ba et Mamadou Maman, mnsuHants. 
September 1996. 
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Case 22.2 

Testing and evaluating arrangements for decentralized policy implementation in Egypt 

In Egypt, the government's proposed decentralized management structure was tested in  
selected regions and then evaluated in  advance of full implementation. Law 4 of 1994 reflects a 
recognition that in many circumstances decentralized environmental management and policy 
implementation serves the dual (and related) purposes of good governance and attuning policy to the 
needs of the people it directly affects. Accordingly, Article 2 of that law delegates some Egyptian 
Environmental Affairs Agency (EEAA) functions to regional branch offices (RBOs) throughout the 
country. In turn, the RBOs are expected to provide technical support and guidance to governorate- 
level environmental management units (EMUs) that are responsible for administering, implementing 
and enforcing all environmental legislation. 

To make this system work, it is necessary to clarify roles and responsibilities, to  establish 
mechanisms for coordination and collaboration, and to strengthen capacity for effective 
environmental policy implementation and management in  the sub-national units. 

EEAA is taking a measured approach to decentralizing management. With support from USAlD 
and Japan, eight RBOs were established. Physical facilities, including buildings equipped with 
laboratoly facilities, are being developed; policies and procedures have been approved; and staff is 
being appointed and trained. The next step, which is being carried out with USAlD support under the 
current phase of the Egyptian Environmental Policy Program, is to provide field-oriented training for 
staff of the Middle Delta (Tanta) RBO, one of the first with facilities and staff in place. The idea is to 
help that RE0 become fully operational, and in the process to test out and evaluate policies, 
procedures and mechanisms for coordination to determine what adjustments are needed before the 
scheme for decentralized management is implemented on a national scale. To assure that staff of 
other RBOs, EMUs and EEAA central departments fully understand the scheme and are involved in 
adjusting it to reflect lessons learned in the pilot test, they too will participate in the training. 



Case 1.1 

Case 1.2 

Case 1.3 

Case 1.4 

Case 2.1 

Case 2.2 

Case 2.3 

Case 2.4 

Case 3.1 

Case 3.2 

Case 4.1 

Case 4.2 

Case 4.3 

Annex 1: Case Sources 

Beingprepared to face down the opposition: air pollution control in Quito, 
Ecuador, Douglas Southgate, based on conversations with Jorge Jurado, Director 
de Medio Ambiente, Municipio Metropolitano de Quito, March and July 1996. 

Private sector power development in Pakistan proves dz@cult without 
"champions, " Charles Ebiger. 

Reform of water policies in Jordan requires willing and committedpartners, 
Russell Misheloff. 

Engaging high-level forums to champion policy change: the US-Egyptian 
partnership for economic growth and development, Douglas Clark. 

Involving key stakeholders in policy dialogue: USAID'S Natural Resources 
Project, David McCauley, based on BAPPENAS, MultiStakeholder Resource 
Management: Reflections on Lessons Learnedfiom the Indonesian Natural 
Resources Management Project (1997). 

The importance of building consensus for policy change: Ecuador's Agrarian 
Development Law of 1994, Douglas Southgate, based on D. Southgate, C. 
carnacho-~a& and J. Strasrna. 1997. "La kticulaci6n de la propiedad Privada en 
el Ecuador Rural" in M. Whitaker (ed.), Evaluacidn de las Reformas a las 
Politicas Agricolas en el Ecuador. Quito: Institute de Estrategias Agropecuarias. 

Building consensus on regional initiatives to improve water quality in Central 
Asia, David McCauley. 

Monitoring and evaluation of the forest policy reform process: Global Witness as 
a watchdog in Cambodia, K m  Page. 

Donor coordination in Indonesia's foreshy crisis, David McCauley. 

Coordination and cooperation improve donor assistance to Central and Eactern 
Europe, Theodore Panayotou. 

FAOS efforts to involve and better a&ess concerns of all stakeholders: Gender 
and the policy process in nahcral resource management in Asia, Marilyn Hoskins. 

Opportunistic policy dialogue: shifing the focus to capitalize on contextual 
change andsfi-uctural transfrmation in Niger, Asif Shaikh. 

Forestpolicy dialogue in a variety o f f o m  and settings, Marilyn Hoskins. 



Case 4.4 

Case 5.1 

Case 5.2 

Case 6.1 

Case 6.2 

Case 6.3 

Case 7.1 

Case 7.2 

Case 7.3 

Case 8.1 

Case 8.2 

Case 8.3 

Case 9.1 

Case 9.2 

The importance of local institutions: IMAZON in Brazil, Author unknown, based 
on conversation with Robert Schneider, World Bank, Brasilia, June 1996. 

Sharing of international experience enhances policy dialogue to improve water 
quality, Theodore Panayotou. 

Interactive Water Policy Dialogue in Egyp, Michael Rock. 

South Korea's environment improves two decades after legislation introduced, 
Glen Anderson, based on report by Michael Rock 

Reforming institutions often takes longer thanjinding technical solutions: Solid 
waste collection in Machala, Ecuador, Douglas Southgate, based on Stem, J., D. 
Southgate, and J. Strasma. In press. "Improving Garbage Collection in Latin 
America's Slums: Some Lessons from Machala, Ecuador" Resources, 
Conservation and Recycling. 

Small start to win early successes: A bite-sized approach to tradable permits in 
the Czech Republic, Theodore Panayotou. 

Political change provides stimulus for environmental policy and institutional . 
reform in Sri Lanka, David McCauley. 

Oficials in 1 dh of Ramadan City, Egypt involve stakeholders at early stage in 
developing a municipal environmental management system (EMS), Glen 
Anderson. 

Window of opportunity opens to test market-based air pollution policies in 
Almaty, Kazakhstan, Jeffrey Vincent. 

Successjirl policy reform requires understanding of complex multidisciplinary 
contexts: Wildlife management in Tanzania, Russell Misheloff. 

Investments in information systems heIps Madagascar build capacity to monitor 
and assess development projects, Tony Pryor. 

Use of analytical approaches in the Philippines Environmental and Natural 
Resources Accounting Project, Juan Skve. 

Eaypt builds support for agricultural policy reforms by showcasing stakeholder 
bene$ts, Glen Anderson. 

Publicity of China S system of urban environmental indicators leads to improved 
performance, Glen Anderson, based on paper by Michael Rock, Yu Fei, and 
Chonghua Zhang, The Impact of China's Urban Environmental Examination 
System on Urban Environmental Management and Ambient Environmental 
Quality, 1999. 
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Case 9.3 

Case 10.1 

Case 10.2 

Case 10.3 

Case 10.4 

Case 11.1 

Case 11.2 

Case 12.1 

Case 12.2 

Case 12.3 

Case 12.4 

Case 13.1 

Case 13.2 

Case 13.3 

Case 14.1 

PROPER: Innovative use of facility information to generate support for policy 
reforms in Indonesia, Jeffrey Vincent, based on S. Afsah and J.R. V i n f  
"Putting Pressure on Polluters: Indonesia's PROPER Program" Cambridge, HID, 
1997. 

Solid analysisficrthers diagnosis of timber auctions in Romania, JefFrey Vincent. 

Building analytical capacity for problem diagnosis may be needed to ensure that 
investment decisions are sound: The case of Novokuznersk, Russia, Russell 
Misheloff. 

Development of a comprehensive forestpolicy in El Salvador, Anne 
Lewandowski and Carlos Rivas. 

Evaluating and learningfrom experience in designingpolicies andprogrwns to 
protect Egypt's Red Sea coastal resources, Russell MisheloK 

Cash iransfersplay catalytic role in Egyptianpolicy reform programs, Glen 
Anderson. 

fiternalpressure results in limited forestry sector reforms in Indonesia, David 
McCauley, updated by Jim Tarrant. 

Policy design in the period of economic transition: Overcoming the poor climaie 
for environmental investments in CEE and NIS countries, Glen Anderson. 

Conserving Madagascar's unique biological diversiry through rural development, 
Asif Shaikh. 

Regional policy design topreserve wildlife habitats in Botnvam, Asif Shaikh. 

Managing Central Asia's water resources: Setling an appropriate spatial scale 
for policy design, David McCauley. 

Conflicting forestry policies create disincentives for sustainable management 
strategies, Marilyn Hoskins. 

Agreement for higher tourism operator fees in the Galbpagos Islandr reached by 
extolling benefts to economic interests ofprotecting ecological resources, 
Douglas Southgate, fiom Douglas Southgate, 1997. "Alternatives for Habitat 
Protection and Rural Income Generation," Inter-American Development Bank, 
Washington, DC. ,.. 

Challenges of siructuring incentives for reform in Zambia. Marilyn Hoskins. 

Environmental monitoring and enforcement authorities devolve to local 
governments in Indonesia, Jeffrey Vincent. 
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Case 14.2 

Case 14.3 

Case 15.1 

Case 15.2 

Case 16.1 

Case 16.2 

Case 16.3 

Case 16.4 

Case 17.1 

Case 17.2 

Case 17.3 

Case 18.1 

Case 18.2 

Case 18.3 

Case 19.1 

Case 19.2 

Case 19.3 

Prosecution constraints limit effectiveness of system offines for marine damages 
in Egypt, Glen Anderson. 

PowerJitl interests and regulatory reform of the electric power sector in India, 
Ronald Leasburg. 

Changes in policy design to improve management of Bunaken National Park in 
North Sulawesi, Indonesia, Glen Anderson, based on report by Mark V. Erdmann. 

Unrealistic environmental standards undermine implementation in the former 
Soviet Union, Glen Anderson. 

CEE countries prepare implementation strategies for approximating with 
European Union environmental legislation, Glen Anderson. 

Designing monitoringplans to evaluate Panama's progress in protecting the 
Canal's watershed, William Kaschak. 

Monitoring the results of Forest Code reforms-Tracking the process and 
measuring the impact, Robert Winterbottom. 

Developing environmentalfinancing strategies to support compliance schedules 
among CEE countries, Glen Anderson. 

Anticipating the challenge of sustaining environmental investments in Eastern 
European countries, Glen Anderson. 

Graduation requirements provide stimulus for Jamaican NGOs to sustainably 
finance their operations, Glen Anderson. 

Revenue enhancement to support Red Seaprotection, Glen Anderson. 

Strengthening stakeholder capacity: Popularization of the Rural Code in Niger, 
Robert Winterbottom. 

Increasing stakeholder capacity to identi& and mobilize financing for 
environmental investments in Poland, Glen Anderson. 

Building capacity to address regional environmental issues in Central America, 
Kara Page. 

Prospects for improved resource management in Niger enhanced by reforms that 
generate local benefits, Asif Shaikh. 

Capacity building in communities for improved wildlife management in Tanzania, 
Asif Shaikh. 

Support for civil society-led decentralization initiatives for natural resource 
management in Indonesia, James Tarrant. 
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Case 20.1 FA0 - looking for impact beyond the life of the program, Tony Pryor. 

Case 21.1 Senegal KAP surveys, Robert Witerbottom. 

Case 21.2 Macroeconomicpolicies affect the success offores~pol ic ies  in Guatemala, 
Francois Herrera and Anne Lewandowski. 

Case 21.3 "Best practices" criteria guide environmental&nd reviews, Glen Anderson. 

Case 22.1 Use of indicators in an M&Efiamework: Niger Agricultural Sector Development 
Grant, Phase I1 (ASDG IJ, Robert Witerbottom. 

Case 22.2 Testing and evaluating arrangements for decenfralizedpolicy implementation in 
Egypt, Russell Misheloff. 
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Annex 3: Overview of USAID Environmental and Natural 
Resource Performance Indicators 

I. Introduction 

As part of USAID's R-4 process, all Missions and Bureaus are guided by a set of strategic 
objectives, each with some number of intermediate results specified to facilitate tracking of year- 
to-year progress in achieving the strategic objectives. The basic monitoring currency that USAID 
uses to evaluate progress is the system of performance indicators. As noted in Lesson Learned 
#4, the design of indicators is a critical step in assessing USAID programs and projects as well as 
the implementation of policy reforms by USAID's partners. By following the guidelines 
elaborated by USAID and the suggestions offered in Lesson Learned #4, a performance 
monitoring program can provide effective inputs into the process of evaluation. 

This annex provides an overview of the environmental and natural resource indicators that have 
been used by USAID Missions and Bureaus. Because of the difficulty of obtaining exhaustive 
lists of indicators from each USAID office, this overview is based only on those indicators that 
are to be reported to USAID in Washin on for FY2002 . For ease of discussion, the indicators ? have been grouped into five categories. These categories are (i) quantitative indicators of 
program and policy outputs and outcomes; (ii) quantitative and qualitative indicators of impacts; 
(iii) indicators of participation; (iv) monetary indicators; and (v) policy and institutional 
strengthening indicators. A brief discussion of each category of indicators is provided below, 
followed by one or more tables listing the performance indicators of each type, the sector in 
which they are used, and the mission, bureau or office where they have been used. 

11. Quantitative Indicators of Program and Policy Outputs and Outcomes 

Indicators to measure program and policy outputs and outcomes are divided into three _pups 
and presented below in Tables A1-A3. Table A1 presents indicators of the number of activities 
and plans directly related to USAID assistance or facilitated or catalyzed by USAID assistance. 
In some cases, these indicators simply account for the number of activities and plans that result 
from assistance, such as the number of AEP-assisted business transactions. But in most 
instances, the number of activities or plans is the result of assistance as well as changes in 
policies and incentive structures. In this respect, the indicators report on the outcomes of 

6 A number of possible taxonomies were considered in miving at the categories described in this annex. Other 
approaches included the following: 1) delineation of indicators according to whether they measure inputs or outputs 
of assistance efforts, outcomes, or impacts; 2) distinguishing between process and impactkesult indicators; 3) 
classification by type of environmental or natural resource problem the indicator is used to monitor, for example, the 
structure of the presentation in Pe$ormance Monitoring of USAID Environmenial Programs-An Iniraduction to 
Pe$ormance Monitoring an a Review ofcurrent Best Practice, Environmental Indicators Working Group, USAID, 
February 20, 1998; and 4) technical categories of indicators (e.g., simple quantitative approaches, composite 
approaches, and descriptive approaches) discussed in Recent Practices in Monitoring and Evaluation--Tips, USAID 
Center for Development Information and Evaluation, Number 14,2000. 
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assistance rather than direct outputs. For example, training and education programs may lead 
farmers or business to undertake environmentally friendly activities, make new investments, or 
prepare conservation plans. 

Table Al. Activities and Plans 

Sustainable small-producer agroforestry and agriculture activities Agriculture 
implemented-number of activities. 

Panama 

Community-based pilot agro-forestry activities planned and Agriculture 
ongoing-number of pilot projects. 

Panama 

Contracts and agreements signed which increase local BiodiversitylNRM Guatemala 
participation in sustainable management. 

Number of land use agreements between landowners and land BiodiversityINRM Guinea 
users signed. 

Number of site-specific management pianslagreements between BiodiversityINRM Indonesia 
stakeholders that are government recognized and under 
implementation. 

Number of investment projects passed through environmental BiodiversityINRM 
review. 

Madagascar 

Number of mariculture activities that are operating under certified BiodiversitylNRM 
best practices. 

Institutions strengthened in support of participation in the Climate Change 
UNFCCC; in the land uselforestry sector; or in the energy sector, 
industry, or urban areas-number of capacity-building activities. 

Tanzania 

GIENV 

Number of clean energy activities initiated by the private sector. I Energy I GIENV 

Number of new energy service company (ESCO) projects in key I Energy I GlENV 
countries. I I 
Number of cases in which clean energy technologies are 
demonstrated in key countries. 

Energy I 
Environmental/Social impact Assessments for hydropower Energy Nepal 
proposals. 

Public hearings for hydropower projects conducted with local Energy Nepal 
stakeholders and NGOs. 

Private sector projects progressing towards hydropower 
investments: survey license issued. 

Energy Nepal 

Private sector projects progressing towards hydropower Energy Nepal 
investments: construction licenses requested. 

Private sector projects progressing towards hydropower Energy Nepal 
investments: financial closure. 

Number of environmental activities implemented with non- Environment Morocco 
governmental partners. 
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Number of community-originated urban environmental projects Urbannndusbial Indonesia 
included in annual and medium-term development budgets. I I I 

The number of US-AEP-assisted business transactions, other 
than direct sales, between US. and Asian companies. 

Number of cases in which efficient technologies are demonstrated 
and replicated in key industries. 

Panama I 

Environment 

Urban/lndustrial 

Actions taken by the Inter-Institutional Commission for the Canal 
watershed (CICH) on strategies, policies, programs and projects 
that could affect the PCW. 

Residents in the PCW and buffer areas served according to 
integrated solid waste management plans--number of plans. 

Panama I 

USAEP 

GENV 

Urbannndustrial 

Urbanllndustrial 

Environmental technologies tested and validated through pilot Urban/lndustrial Peru 
projects I 

. . I I 

Table A2 presents the types of indicators that are used to measure the land area or linear distance 
(in the case of shoreline) that has been provided with improved management practices or 
designated as "protected." Generally, the lands of interest are agricultural, forests, habitat for 
threatened, endangered, or highly valued species, unique ecosystems, or areas managed for 
multiple uses such as parks and other protected areas. For determining how many acres or 
hectares of land should be included in the calculation, definitions of management levels of 
performance are critically important. Some of the indicators in Table A2 are described in terms 
such as "improved," "adequate," or "effective" management. For other indicators, performance 
is determined by summing up the land area for which special management plans (e.g., ICM 
programs, NRM plans) have been prepared or which have been independently valued in terms of - - 

criteria related tdbest  management practices. 

Table At. Spatial Indicators (land area, linear measures) 

Panama Financing arrangements for key PCW management and 
protection activities in place-number of arrangements. 

Area of land under sustainable agricultural practices in the zone of Agriculture I Guinea 
activity. 

Urbannndusbial 

Malawi Adoption of improved soil conservation practices--number of 
hectares. 

Adoption of improved soil feltility practices--number of hectares. Malawi 

Agricutture 

Agricullure 

Area of natural habitat (primarily forest) saved from conversion to Biodiversity/NRM Guatemala 
other uses (orimarilv a!ariculture) in com~arison to historic trends I 1 (1970-90) and projecti&s (1991-2010): I 
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I Improved floodplain resource management established. I BiodiversitylNRM I Bangladesh I 
I Area of forest independently certified to be well managed. ( BiodiversityINRM I Bolivia I 
I Area of protected areas with adequate management. / BiodiversitylNRM I Bolivia I 

'Management"-Hectares of protected and special management BiodiversityINRM Central America 
areas under improved management with PROARCA assistance. 

I Area covered by improved soil conservation and reforestation BiodiversityINRM El Salvador 
practices. 

I I 

Area of natural forest and tree systems brought under improved BiodiversityINRM GIENV 
management 

Hectares of land in selected protected areas and buffer zones 
under participatory NRM plans (thousands). 

Area of natural forest and tree systems brought under effective 
management. 

Area in key countrieslregions with improved ICM programs. 

I Area in key countrieslregions with effective ICM programs. : BiodiversityINRM I GIENV I 

BiodiversityINRM 

Area of biologically important habitat (terrestrial and aquatic) under BiodiversityINRM GIENV 
improved management. I 

Ecuador 

Area of biologically important habitat (terrestrial and aquatic) under 
effective management. 

Area of habitat under improved management. 

I Area of habitat under effective management. / BiodiversityINRM / GlENV 1 
Total area under formal concessions and contracts for sustainable BiodiversityINRM Guatemala 
management. 

Area of forests in the zone of activity managed according to a BiodiversityINRM Guiriea 
sustainable management plan. 1 

/ Increased area under consewation programs as protected areas. 1 BiodiversitylNRM I Honduras I 
I I 

Natural habitat in Madagascar National Park System. / BiodiversityINRM I Madagascar 

Increased adoption of CBNRM practices in target districts- 
percent of customary land. 

I 

BiodiversityINRM 

Hectares of forests where improved management of forest ' BiodiversityINRM 
resources is being implemented. ! 

Malawi 

Number and area of critical eco-systems, in target areas, with BiodiversitylNRM 
adequate management-area of sites. 1 

Kilometers of shoreline where improved management of coastal ; BiodiversityINRM 
resources is being implemented. I 

Philippines 

Mexico 

Philippines 
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-- - -- 

Area under improved natural resource management. I Biodiversity/NRM [ RCSA I 
I Area where USAID has initiated intelventions to maintain or I Climate Change GENV 

increase carbon stocks or reduce their rate of loss. I I 
In virtually all cases, total land area meeting the management/protection criteria is reported by 
the USAID ofice, Bureau or Mission rather than incremental areas added since the indicator \\.as 

last reported or the percentage of land meeting the criteria relative to the total amount of land 
(baseline or benchmark). One exception is Malawi's use of an indicator that reports the 
percentage of customary land that is utilizing community-based NRM practices. Each method of 
measuring these outcomes has advantages and disadvantages. The use of total land area provides 
an easy method of aggregating over countries or regions (for reporting progress for Regional 
Bureaus and the Agency), but doesn't provide perspective to the observer on whether the land 
area is smdI or large in terms of total area of land of interest. For examole. 10.000 hectares of . , 

protected habitat ciuld represent 90 percent of the area targeted, while i00,000 hectares of 
forests under improved management could represent 10 percent of total forested land area. A 
simple solution is to develop benchmark leveis or targets, then present the indicator both in terms 
of total area and as a percentage of the benchmark. However, in some cases, it may be difficult to 
establish the benchmark because of data limitations (e.g., determining total forest area when 
there is no recent land survey). 

Table A3 presents indicators that describe the number of management units that have 
implemented management practices or are designated for a particular protected status. In some 
cases, USAID reports both land area and number of management units (e.g., protected and 
special management areas assisted by PROARCA in Central America). However, in most 
instances, the number of management units is used without acreage. Generally, the explanation 
for using management units rather than area may relate to the availability of information on land 
area associated with the respective sites, parks, or protected areas or simply more interest in the 
number of units rather than their area. In terms of assessing impacts or results of policy reforms, 
it would seem easier to link impacts to land area than management units. As with spatial 
indicators. a better oerspective on performance is obtained if the number of management units is 
compareito some kg&.' For example, the goal of the policy might be to increase the number of 
protected areas to some target number; expressing the indicator as the percentage of new 
protected areas relative to the target number could provide a better se&e of pr&ess. 

7 Typically, the R4 documentation will list the proposed targets for each indicator, so that such calculations can be 
made by referring to this documentation. 
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Table A3. Management Unit Indicators (no. o f  sites, parks, protected areas) 

"Governance"-Number of PROARCA assisted sites which have 
achieved an effective level of governance for stewardship of the 
environment and natural resources. 

BiodiversitylNRM Central America 

"Threats Reduced"-Number of USAIDIG-CAP assisted 
transboundary sites where local threats to key natural resources 
and the environment have been reduced. 

-- 

BiodiversitylNRM Central America 

"Management"-Number of protected and special management BiodiversityINRM Central America 
areas under improved management with PROARCA assistance. 

New tourism development sites where environmental safeguards 
are undertaken to eliminate the practice of coastal alterations that 
threaten fringing reefs and mangroves. 

BiodiversitylNRM Egypt I 
Increased number of declared protected areas under Improved BiodiversitylNRM 
Management 

Number of sites meeting pre-determined management goals. 1 BiodiversitylNRM I Mexico I 
Number of targeted parks and protected areas with adequate BiodiversityINRM LAC Regional 
management. I 
Number of reserves that are offering educational programs to 1 BiodiversitylNRM Paraguay 
people in the reserves or in buffer zones. 

Number of biologically important national parks that have 
achieved management improvements. 

Number of parks and reserves with long term financial plans 
completed and updated regularly by governmenffNG0 partners. 

Sites with adequate number of trained park guards and protected 
areas specialists. 

Number and area of critical eco-systems, in target areas, with BiodiversityINRM Mexico 
adequate rnanagement-number of sites. I 

111. Quantitative and Qualitative Indicators of Impact 

Two types of impact indicators are presented in this section. The indicators in Table A4 represent 
a mixture of process and impact indicators. Like the spatial and management unit indicators in 
Tables A2 and A3, some of the physical change indicators can only be indirectly linked to 
impacts (e.g., the documented improvements indicators used by GIENV). However, most of the 
indicators in Table A4 either are directly linked to impacts or are designed to reflect impacts of 
policy reforms. 

The physical change indicators in Table A4 can be subdivided into three groups. Several 
indicators are expressed in terms of pollutant levels or emissions (e.g., lead emissions in Egypt, 
water pollution in Morocco, carbon dioxide equivalents of GHGs in India). Other indicators 
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measure environmental quality directly (e.g., percentage change of coral cover in the 
Philippines) or using an index (e.g., coral reef index in Egypt). Finally, other indicators measure 
natural resource quantities or capacity. Generally, all of these impact indicators can be combined 
with either spatial or management unit indicators to reflect the impact of policies. For example, 
introduction of improved management practices in marine parks could be assessed in terms of 
area with improved practices or protected area status as well as the condition of the marine 
habitat. 

The second group of impact indicators is presented in Table A5 and measure the number of 
people impacted by programs, projects, or policies. Most often, these populations represent the 
beneficiaries of the changes. For example, typical indicators in Table A5 are the number of 
people with access to clean drinking water or sanitation services. Such indicators can be used to 
estimate benefits in monetary terms or in terms of expected reductions in health risks. 

Table A4. Physical Change Indicators (pollutant levels, environmental quality, natural 
resource quantities) 

Annual number of tree seedlings planted or grafted. Agriculture Haiti 

Biophysical changes in landscap+trees. 1 BiodiversityiNRM I Uganda 

Coral Reef Index (CRI). I BiodiversityiNRM I Egypt 

Documented improvements in biodiversity conservation as a BiodiversityNRM GENV 
result of strengthened policies or improved policy implementation. 

Documented improvements in coastal and freshwater systems as BiodiversityiNRM GENV 
a result of strengthened policies or improved policy 
implementation. 
-- 

Documented improvements from partners in biodiversity BiodiversityNRM GlENV 
conservation as a result of strengthened policies or improved 
policy implementation. 

Documented improvements from paliners and cooperators in BiodiversityMRM GENV 
Godiversity conservation as a result of strengthened policies or 
improved policy implementation. 

Risk to environment and human health. I BiodiiersityiNRM I Philippines 
-- -- 

Percentage change of fish abundance inside marine sanctuaries BiodiversityiNRM Philippines 

Percentage change of coral cover inside marine sanctuaries. BiodiversityiNRM Philippines 

Percentage change of coral cover adjacent to marine sanctuaries. I BiodiversityINRM I Philippines 

Greenhouse gas (GHG) emissions avoided. 

Carbon dioxide equivalents of greenhouse gas (GHG) emissions 
avoided. 

GHC emissions avoided--direct (D). 

Climate Change 

Climate Change 

Climate Change 

India 
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I Newly installed capacity off-grid. I Energy I GIENV I 

Emissions of carbon dioxide equivalents avoided due to USAID 
assistance. 

Energy consumption per unit of output. 

Energy saved by adopting efficient technologies, practices, and 
policies. 

Newly installed capacity on-grid. 

Capacity of new wells developed with USAiD support 
(cumulative). 

Climate Change 

Energy 

Energy 

Energy 

Fossil fuel-based energy saved or avoided through clean fuels. 
cleaner fuel technologies, and increased efficiency in energy 
generation, transmission and distribution. 

1 Urbanllndustriai West BanWGaza 

Increased/impmved storage of storm water collection systems Urbanllndustrial / West BanWGara / 
(improvedlexpanded with USAlD support). 

GIENV 

Armenia 

GIENV 

GlENV 

Energy 

Percentage of tested vehicle fleet meeting government emission Urbanllndustrial Egypt 
standards. 

I 

r 

i ~ i  

Philippines 

Fossil fuel-based energy saved through increased end use . Energy 
efficiency. ! 

1 Lead (emissions). 1 Urbanllndustrial I Egypt 1 

Philippines 

Cleaner and more efficient energy use. Energy 

I Total wastewater treatment capacity available. I Urbanllndustrial I Jordan 1 

- 

Water-related changes resulting from citizen-group actions. 

Percentage samples within EPA limit for fecal coiiform in target 
coastal sites. 

Volume of fresh water made available. 

I Amount of water pollution in target areas. / Urbanllndustrial ( Morocco 1 
Volume of wastewater treated to 45145 level at USAlD financed Uroanllndustrial West BanWGaza 
sites (mgll of BOD and suspended solias). 

Urbanllndustrial 

Urbanllndustrial 

Urbanllndustrial 

Table A5. Impacted Populations (individuals, institutions) 

El Salvador 

Jamaica 

Jordan 

I Number of households in CAMPFIRE communities I BiodiversityINRM I Zimbabwe I 
I The number of institutions impacted by US-AEP activities-U.S. I Environment I US-AEP I 
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I The number of institutions impacted by US-AEP activities--Asian. I Environment I USAEP I 
The number of institutions impacted by US-AEP activities--Total 
US. and Asian. 

Number of people in key countries exposed to environmental 
issues via all-media-millions. 

Cumulative change in the number of customers with new or 
upgraded water utility service. 

Cumulative change in the number of customers with new or 
upgraded wastewater service. 

Environment USAEP 

by) Alexandria wastewater conveyance and Urbannndustrial Egypt 
primary treatment facilities. I 

I Rural households in target areas with water that meets quality and Urbanilndustrial El Salvador 
time standards-male-headed households. I I 
Rural households in target areas with water that meets quality and i Urbanhdustrial El Salvador 
time standards-female-headed households. 

Total number of target households benefiting from improved urban Urbanllndustrial I GENV 
environmental infrastmcture and shelter solutions. 

1 

I Total number of households benefiting from improved urban Urbannndustrial GENV 
/ environmental infrastructure and shelter solutions. , 

in the PCW and buffer areas served according to Urbanilndustrial Panama 
solid waste management plans--number of people. 

Number of municipalities with improved wastewater treatment, Urbanllnduslrial Morocco 
garbage collection, landfill management, green spaces and 
recycling services: population. 

I Number of households receiving municipal services Urbanllndustrial South Africa 
disaggregated by service type including housing-water. 
- -  

L i m b e r  of households receiving municipal services 1 ~ r b a r ~ l n d u s ~ ~  south ~hr. 
i disaggregated by service type including housing--sewerage I 

Number of households receiving municipal services Urbanllndustrial SouU? Africa 
' disaggregated by service type induding housing-solid waste. I I 
,: Population in communaes with internal distribution systems Urbanilndustrial 1 West BanklGaza 
; improved by USAID (cumulative). ! 

IV. Participation Indicators 

USAID uses a variety of indicators to measure the level of participation of assistance recipients. 
In some cases, participation can be viewed as an assistance input or output, or as an outcome. In 
the latter case, outcome indicators may measure or be influenced by policy reforms as well as 
USAID's assistance programs. Participation indicators have been grouped into four tables. Table 
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A6 includes indicators that report the number of people participating in various activities such as 
training or implementing management plans or sustainable resource practices. Table A7 focuses 
on participation among businesses, while Tables A8 and A9 present participation indicators for 
private and non-governmental institutions and for government agencies, respectively. 

Table A6. Individuals 

Number of farmers using at least one improved agricultural ! Agriculture Haiti 
practice. 

Adoption of improved soil conservation practices-number of farm Agriculture Malawi 
families. 

Adoption of improved soil fertility practices-number of farm Agriculture Malawi 
families. 

Sustainable small-producer agroforestry and agriculture activities Agriculture Panama 
implemented-percent of participants that are women. 

Community-based pilot agro-forestry activities planned and Agriculture Panama 
ongoing-number of community leaders. 

Management practices for execution of the Regional Plan Agriculture Panama 
supported by key PCW stakeholders-sustainable agriculture (% 
of participants). 

People adopt more sustainable practices. BiodiversityINRM Guatemala 

Number of men and women in target areas practicing sustainable BiodiversityINRM Mexico 
activities promoted by USAlD (not cumulative)-men. 

Number of men and women in target areas practicing sustainable BiodiversityINRM Mexico 
activities promoted by USAlD (not cumulative)-women. 

Index measuring quality and effect of participation among Environment GIENV 
stakeholders in policy interventions. 

Number of targeted professionals receiving bulletins and / Env. Education I GIENV 
materials. I I 
Number of trained wastewater plant operators and staff working in Urbanllndustrial Jamaica 
sewage treatment capacity in Jamaica. 

Number of households assisted to obtain shelter and urban Urbanllndustrial South Africa 
services through the provision of credit to emerging developers, 
builders and service providers to low-income communities. 
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Table A7. Businesses 

I Number of non-agricultural production enterprises which have I Biodiversity/NRM Guinea 
expanded in targeted zone. I 

I Number of partnerships between US. and host-count~y 1 Energy 
businesses brokered. I OENV 1 

I Businesses investing and joint ventures formed. I Energy I GENV I 

I Number of industrial plants and other sources that have adopted Urbanllndustrial Bolivia 
cleaner production ~ractices. 1 

Increased number of firms that meet international environmental Urbannndustrial India 
quality standards in selected industrial sectors. 1 

I 

Number of industrial plants in targeted sectors that have adopted Urbanllndustrial Pew 
new pollution preventionlcleaner production practices. 

Number of industrial plants implementing cleaner production Urbanllndustrial 
technologies in their production processes. 

Table A8. Private and Non-Governmental Organizations 

Ecuador 

Management groups established. I BiodiversityNRM I Bangladesh 

Communjty groups involved in alternative income generating I BiodiversityINRM Bangladesh 
activities. I 
Community awareness of the need for renewable resource BiodiversityINRM Bangladesh 
management. 

Number of targeted institutions exceeding 2.5 on their Institutional Biod~ersityNRM Indonesia 
Development Framework. 

Number of target organizations demonstrating tangible benefits to BiodiwersityMRM Jamaica 
beneficiaries in the field. 

I1 I 

Number of Tanzanian institutions strengthened to improve NRME 1 BiodiversityNRM I Tanzania 
in Tanzania. I I 
Number of NGOs that have met and continue to meet the Pip BidversityNRM LAC Regional 
~nstitutional, administrative, and management criteria. 

Number of villages in priority zones participating in community- BiodivetsitylNRM Madagascar 
based conservation activities. 

Increased adoption of CBNRM practices in target districts-- BiodiversityNRM , Malawi 
number of communities. 
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Number of CAMPFIRE communities with established NRM 
programs. 

Number of host-country institutions adopting improved operating 
policies, practices, or technologies. 

Zimbabwe 

Energy GIENV 

Number of host-country institutions strengthened Energy 

Energy 

GlENV 

Number of host-countrv institutions established and significantly GIENV 
strengthened for the pirpose of promoting renewable i n e r g y i ( ~ )  
established. (S) significantly strengthened. 

Number of host-country institutions adopting improved operating 
policies, practices, or technologies. 

Energy GlENV 

Percentage of electric utility enterprises ownership privately 
owned for distribution. 

Energy Armenia 

Private, community, and public organizations independently 
securing finance for environmental management activities. 

Environment Caribbean 
Regional 

Number of service providers receiving guided practice and training 
in development and use of EE&C strategies, methods, and tools. 

Env. Education GlENV 

GIENV Number of trainees and service providers reporting changes :n 
knowledge, skills, and attitudes toward EE&C in key countries. 

Env. Education 

Index measuring quality and effect of participation among 
stakeholders in policy inte~ventions. 

Env. Education GlENV 

Number of service providers receiving guided practice and training 
in the develo~ment and use of EE8C strateaies, methods, and 

Env. Education GlENV 
- 

tools. 

Number of trainees and service providers reporting changes in 
knowledge, skills, and attitudes toward EE&C in key countries. 

Env. Education GIENV 

Target groups exposed to environmental information in the region. Env. Education Caribbean 
Regional 

Ecuador 
- 

Env. Education Number of elementary and high schools integrated into a national 
network for information exchanoe on environmental observation - 
and measurement. 

Number of agencies, institutions, and NGOs where EE&C 
strategies, methods, and tools have been tested and applied 
systematically in environment-related programs. 

Utility organizations within minor urban centers delegated 
appropriate authorities. 

Environmental NGOs reach sustainability. 

Env. Education GIENV 

Urbanllndustrial 

Urbanllndustrial Panama 

Institutional arrangements for execution of the Regional Plan 
recognized by key PCW stakeholders-NGOIprivate sector 
representatives 

Urbanllndustrial Panama 

Urbanllndustrial Panama 
~ ~~~~~p 

NGOs make an impact on the PCW and buffer areas. 
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Table A9. Governmental Bodies 

USAID 
Program 

Countries in which there is adoption of programs aiming at Biodiversity/NRM 
broader use of sustainable natural resource management 
practices. 

Number of municipalities adopting cleaner production policies Urbanllndustrial 
andlor improved solid waste management practices. 

Ecuador 

Number of national entities consulting information sources on Urbanllndustrial 
cleaner production and urban environmental management. 

Ecuador 

Municipalities with water-resource management plans. I Urbanllndustrial 

Progress toward implementation of improved urban environmental Urbannndustrial 
management systems--local government implementation. 

Extent to which local governments are utilizing best practices to Urbanllndustrial 
improve technical capabilities. 

Extent to which local governments are managing the deli~ery of Urbanllndustrial 
urban sewices efficiently. 

Extent to which municipalities are implementing disaster mitigation Urbanllndustrial 
practices. 

GENV 

GENV 

GEN'J 

Extent to which local governments officials are being trained in Urbanllndustrial 
modem management practice. . 

GENV 

Extent to which transfers are predictable, reliable, and equitable. Urbanllndustrial GENV 

GENV Extent to which the public has access and is able to influence 1 Urbanilndustrial 
local governments on key environmental issues. 

Local governmentlauthorities with urban environmental Urbanllndustrial 
management tools available to them. 

India 

Number of local governments using improved management tools Urbanllndustrial 
and practices. 

Indonesia 

Number of municipalities with improved wastewater treatment. Urbanllndustrial 
garbage collection, landfill management, green spaces, and 
recycling services. 

Local governments have action plans for conformance with the Urbanllndustrial 
Regional Plan-FCW corregrnientos that have developed action 
plans for conformance with the Regional Plan. 1 

Panama 

Local governments have action plans for conformance with the I Urbanllndustrial 
Regional Plan--local governments in the PCW with organizations 1 
units or offices devoted environmental issues. I 

Panama 

Institutional arrangements for execution of the Regional Plan 1 UrbanAndustrial 
rewgnzed by key PCW stakeholders-government 
representatives 

1 
Panama 
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Inter-Institutional Commission for the Canal Watershed (CICH) Urbanllndustrial 
and subordinate administrative entity established-Commission 
established. 

Inter-Institutional Commission for the Canal Watershed (CiCH) Urbanllndustrial 
and subordinate administrative entity established-subordinate 
administrative entity established. 

Inter-Institutional Commission for the Canal Watershed (CICH) 
and subordinate administrative entity established-decision- 
mechanisms functioning. 

The number of municipalities engaged in US-AEP-supported 
improvements in environmental management. 

Urbanllndustrial 

Urbanllndustrial 

Panama I 
Panama 7 
Panama 1 
US-AEP 7 

V. Monetary Indicators 

Many USAID Missions, Bureaus, and offices have used monetary indicators. These indicators 
generally fall into two categories. First, indicators measure the level of expenditures that result 
from USAID programs. As illustrated in Table A10, these indicators include the level of 
expenditures in the private or public sector for investment or the provision of public services. 

Table A10. Value of Program-Induced and Leveraged Expenditures 

I O&M costs funded by government-Red Sea marine park. I BiodiversityINRM I Egypt I 
I O&M costs funded by government--Sinai marine parks. I BiodiversitylNRM I Egypt I 
I O&M costs funded by government--overall marine parks. I BiodiversityINRM I Egypt I 

Increased financing of local partners by outside (non-USAID) BiodiversitylNRM Ecuador 
sources ($000). I 

I I 

Financing provided for local environmental actions by the 
Malagasy Environmental Foundation "Tany Meva." 

I Value of private and public investment leveraged by GIENV. I Energy I GIENV I 

Sector revenues attaining full cost recovery-percent. 

Collections from end-users paid to distribution companies. 

Value of private and public investment leveraged by GIENV- Energy 
energy efficiency. I I 

BiodiversitylNRM 

New financing explicitly made available for, or committed to, Energy 
renewable energy projects by the private or public sector. I 

Madagascar 

Energy 

Energy 

Percent of electric power system O&M costs recovered. Energy 

174 

Armenia 

Armenia 
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Value of private and public investment leveraged by GIENV- I Energy 
clean energy. I 
Private financial commitments for hydropower project Energy Nepal 
development. 

-- - -  

I The dollar value of US-AEP-assisted sales of U.S. environmental I Environment I US-AEP 

Non-USAID dollars supporting new CRP environmental initiatives. 

The dollar value of the resources leveraged by the US-AEP from 
non-USAID sources. 

I equipment and sewices. I I 

Environment 

Environment 

Caribbean 
Regional 

USAEP 

Percent of water and wastewater systems 0&M costs recovered. 

I Financing arrangements for key PCW management and Urbanllndustrial Panama 
protection activities in place-4 million available annually. I 

Minor urban centers utility costs covered by generated 
revenues-percent. 

Alexandria wastewater 0&M cost covered by generated 
revenues-percent. 

Level of financial sector and other involvement in municipal and 
urban infrastructure finance in targeted countries. 

The second category of monetary indicators is presented in Table A1 1 and focuses on the 
monetary value of program-induced benefits. Generally, these indicators require a methodology 
for quantifying observed impacts in monetary terms. For example, information can be collected 
on the number of people with access to public services (see Table AS) but then the aggregate 
value of these s e ~ c e s  must be estimated using some functional relationship that may simply 
require multiplication of population by a fixed value/person or involve formulas with more than 
one variable. 

Percent of water and wastewater systems O&M costs recovered. I Urbanilndustrial I Egypt 

Urbanllndustrial 

Table Al l .  Value of Program-Induced Benefits 

Egypt 

Urbannndustrial 

Urbanllndustrial 

Urbanllndustrial 

I Real value of agricultural production per unit water (1000 cm.) for Agriculture I agricultural use. I 

Egypt 

Egypt 

GENV 

I Value of certified forest products exported. I BiodivenityNRM I Bolivia I 

I Value of total CAMPFIRE benefits--2% I BiodiversityNRM I Zimbabwe I 
Value of total CAMPFIRE benetits--US$. BiodiversityINRM Zimbabwe 
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I Value of total-level CAMPFIRE benefits per benefiting household. I BiodiversitylNRM I Zimbabwe I 
I Critical ecosystems generate benefits and revenues. I BiodiversitylNRM I Uganda I 

Rand value of municipal services disaggregated by service type, 
including housing-solid waste. 

Dollars saved as a result of pollution prevention projects. 

Rand value of municipal services disaggregated by service type, 
including housing-water. 

Rand value of municipal services disaggregated by service type, 
including housing-sewerage. 

Rand value of credit obtained by HDP households, developers, Urbanllndustrial South Africa 
builders and service providers for HOP shelter and urban services 
provision. I 1  

VI. Policy and Institutional Strengthening Indicators 

Urbanllndustrial 

Urbanllndustrial 

Urbanllndustrial 

The final grouping of indicators includes a diverse set of quantitative, qualitative, and composite 
indicators related to policy and institutional strengthening. Many of these indicators primarily 
function to measure progress in meeting targets for policy reforms or for strengthening 
institutions. Indicators of progress in designing and implementing policy are presented in Table 
A12, while indicators for institutional strengthening are presented in Table A13. 

Romania 

South Africa 

South Africa 

In some cases, the indicator is binary (either the target is fully achieved or not) while in other 
cases, weighting schemes are used to either reflect intermediate levels of progress (e.g., law in 
draft form or law passed but not codified in regulations) or to provide an overall measure of 
progress where several policy or institutional reforms are involved. Each of these approaches for 
reflecting progress has their advantages and disadvantages (see Recent Practices in Monitoring 
and Evaluation-Tips, USAID Center for Development Information and Evaluation, Number 14, 
2000). Composite indicators require some justification for weighting the importance of reaching 
a given stage in the policy reform process or deciding the relative importance of different policy 
reform or institutional strengthening activities. On the other hand, simply using binary indicators 
for each policy reform or simply adding the number of reforms achieved may be less useful in 
assessing overall performance of assistance program relative to a weighted indicator. 

Table A12. Policy Indicators 

I Progress towards adoption of 11 key reforms 

Sustainability-Number of Sustainable Mechanisms Implemented BiodiversityINRM Central America 
to Protect the Regional Environment. 

Agriculture Morocco 
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Key policies, legal frameworks, and enforcement mechanisms 
prepared, modified & introduced at appropriate government level 
to improve biodiversity conservation in targeted protected 
areastbuffer zones. 

BiodiversityMRM 

Indonesia I Number of policy advances along policy and enabling condition 
index. 

Malawi 

New policies and legislation enacted-policies 

New policies and legislation enacted-new legislation. BiodiversityMRM 

Number of models of biodiversity conservation and sustainable 
use of natural resources implemented. 

BiodivenityMRM 

Paraguay Fl Number of economic alternatives implemented on protected 
areas. 

Adoption of policy framework-number of stages adopted. 

Steps taken towards making TBNR (Transboundary Natural 
Resources) protocols operational-uater. 

BiodiversityMRM RCSA I 
Steps taken towards making TBNR (Transboundary Natural 
Resources) protocols operational-wildlife. 

BiodiversityMRM RCSA I 
EnvironmentlNatural Resource Management Policy Index. BiodiversityMRM Tanzania r i  Policy advances in support of participation in the UNFCCC: in the 
land usefforestry sector; or in the energy sector, industry, or urban 
areas. 

Number of energy efficiency policies adopted and implemented. 

Climate Change 

Energy 

Energy Number of public policies adopted and implemented to promote 
environmentally sound energy production and use. 

Number of policies or regulations adopted and implemented that 
are clearly favorable to renewable energy. 

Energy 

Number of clean energy policies (A) adopted and (I) implemented. 

Policy advances that contribute to the adoption of legislative or 
administrative actions which increase efficiency andlor deaner 
production in the Philippine energy sector. 

Energy 

Energy Philippines ! 
Key policy and compliance initiatives progressing towards 
implementation. 

Environment Caribbean 
Regional 

Number of targeted ENR policy and legislation overlaps. Environment Peru 
inconsistencies, or gaps eliminated. 

The number of environmental laws and regulations strengthened Environment US-AEP 
through US-AEP activities. 

Extent to which centralhtate policies, codes, and practices are Urbanllndustrial GENV 
implemented to facilitate autonomy in decision-making and 
revenue generation. 
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Degree of choice among appropriate financial mechanisms for Urbanllndustrial GIENV 
municipal and urban infrastructure and shelter solutions. 

I Number of key policies in place I Urbanllndustrial I Jamaica I 

Extent to which an integrated policy framework is in place and is 
used to guide the system whereby urban infrastructure is 
financed. 

Policy index. 

I Index of water policy implementation. I Urbanllndustrial I Jordan I 

Urbanllndustrial 

Urbanllndustrial 

Table A13. Inst i tut ional Strengthening Indicators 

GIENV 

Indonesia 

Improved regulations issued. 

Institutional cost retention (Law on Self-Financing). 

Coral Reef Management Index (CRMI). I BiodiversitylNRM 

Increased capacity of African institutions in examining the uses of BiodiversitylNRM 
forest products at household level. 

Urbanllndustrial 

Urbanllndustrial 

Management of new and existing protected areas strengthened. I BiodiversitylNRM 

Romania 

Romania 

Management practices for execution of the Regional Plan BiodiversitylNRM 
supported by key PCW stakeholders-ecotourism. 

Critical ecosystems managed rationally (with a plan that sets limits BiodiversitylNRM 
of acceptable use andlor allocates resources to sustainlimprove 
the desired flow of benefits from the system). 

Institutions strengthened in support of participation in the I Climate Change 
UNFCCC; in theiand uselforesiry sect'or; or in the energy sector, 
industry, or urban areas-number of institutions strengthened. 

Number of host-country institutions strengthened. Energy 

Number of host-country institutions established and significantly Energy 
strengthened for the purpose of promoting renewable energy-(E) 
established. 

Number of host-country institutions established and significantly Energy 
strenathened for the oumose of Dromotina renewable enerav-6) 

Tools for improved enerav sector development and mamt, I Enerav -. 
provided wiih assistanc&rom USAlD cabacity/capabiiity building, 
implemented or used by Philippine government agencies or 
electric utilities. 1 

Panama 

Panama 

Uganda 

GIENV 

GIENV 

GIENV 

GIENV 

Philippines 
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I Haitian Environmental Foundation established in year 2000. 1 Environment 1 Haiti I 
I Monitoring network established for environmental advocacy. I Environment I AFWSD I 
I Extent to which municipalities are implementing network activities. I Urbanllndustrial I GENV I 

I 
-- 

Progress toward implementation of improved urban environmental Urbanllndustrial 
management systems-index. 1 
Extent an integrated policy framework is in place and is used to Urbanllndustrial GlENV 
guide the system whereby urban infrastructure is financed. I 

I Timeliness and effectiveness in facilitating and managing the Urbanllndustrial GENV 
privatization process. I 

I Index of stronger water sector institutions. [ Urbanllndustfial 1 Jordan I 
. . 

Index of water policy implementation. 

Environmental monitoring of the PCW contributes to 
management. 

Institutional arrangements for execution of the Regional Plan Urbanllndustrial Panama 
recognized by key PCW stakeholders-PCW residents. 1 

Environmental monitoring of the PCW is sustainably financed. 

Management practices for execution of the Regional Plan 
supported by key PCW stakeholders-solid waste management. 

I Extent to which local governments are using best practices to 1 Urbanllndustrial GENV 
improve technical capabilities. I 

Urbanllndustrial 

Urbanllndustrial 

Extent to which systematic integrated capital budgeting systems Urbanllndustrial GENV 
are used in targeted areas. I 

Jordan 

Panama 

Urbanllndustrial 

Urbanllndustrial 

Panama 

Panama 

Extent to which municipal services and other municipal functions 
are well managed financially in targeted areas, using annual- 
budgets, program-based budgets, performance reporting, andlor 
industry's. 

1 Extent to which m u n i w z r v i c e s  and o t h e r n s  are well / UrbaMndustrial I GENV 

Degree to which rate-making accounting, cost recovery regimes, 
and financial reporting are implemented in targeted areas. 

Degree of independence municipalities and their citizen have to 
make investments decisions. 

Extent to which systematic integrated capital budgeting systems 
are used in targeted areas. 

I managed financially in targeted areas, using annual-budgets, 1 
programbased budgets, performance reporting, and industry. 1 

Urbanllndustrial 

Degree to which rate-making, accounting, cost recovery regimes, Urbanilndustrial 1 GENV 
and financial reporting are implemented in targeted areas. 

GENV 

Urbannndustrial 

Urbanllndustrial 

Urbannndustrial 

GENV 

GENV 

GENV 


