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Thirty-eight representativesfrom European government agencies
concerned with the environment, international development coopera-
tion and finance met informally on Tuesday, 8 June 1999 with the
vice president and senior managers of the Environmentally and
Socially Sustainable Development (ESSD) Network of the World
Bank to discuss sustai nable devel opment issues. Theforum’sobjec-
tivewastoinitiate aninformal dial ogue between the World Bank and
interested European government partners on the Bank'swork
programsand strategic planning effortsrelated to sustainable devel-
opment. Theday-long forum, thefirst of itskind, took place at the
Bank's European Officein Paris.
lan Johnson, Vice President and Head of the Bank’sESSD
Network, organized and chaired the meeting, which was attended by
senior government officialsfrom Austria, Belgium, Denmark,
Finland, France, Germany, Italy, L uxembourg, Norway, Portugal,
Spain, Sweden, Switzerland, the Netherlands; the United Kingdom
and the Organization for Economic Cooperation and Development.
Thissummary of the proceedings of thisforum emphasizeskey
debatesthat emerged.

REPORT OF THE FORUM

Participantsmet in plenary and heard four presentations made by
senior representatives of the World Bank’s ESSD Network, which
encompassesrural and social development and the environment.
Wide-ranging discussionsfollowing each presentation identified
numerous areas of mutual concern. Some examplesare how to define
moreexplicitly the complex connections between sustai nability and
poverty alleviation; better waysto leverage the Bank'swork on safe-
guard standards; " best practice" onissuessuch as cleaner production,
sustainable agriculture and social capital; limitationsof the market in
providing long-term perspectives and incentivesfor sustainable
development; and new tool sto bring environmental, social, gender
and economic perspectivesinto closer alignment.

Partici pants emphasi zed the need to improvelinkages between the
Bank’scountry-level work and the political side of development,
especially inthe context of United Nations (UN) fora. Althoughtheir
deliberations on environment and biodiversity were not conclusive,
participants noted theimportance of tackling the linkages between
effective natural resource management and macroeconomic manage-
ment. Bank organizersand European invitees|eft the meeting with
plansto meet annually to advance common agendasin aninformal
setting. The Bank plansto host another senior-level forum on sustain-

abledevelopment in Europein June 2000. Itisproposed that next
year'sforum will have amorefocused agendaand will break out into
smaller working groupsto deepen the exchange of experienceand
enablethe elaboration of joint follow-up activitiesbetween the World
Bank and its European partners.

OPENING REMARKS

lan Johnson wel comed participants and stressed that the aim of
theforum wasto discusswaysof improving the World Bank's strate-
giesthrough better information sharing, exchange of experienceson
sustai nable devel opment, and closer collaboration with all stake-
holders.

AN OVERVIEW OF THE CHALLENGE FOR SUSTAINABLE
DEVELOPMENT

World Bank speaker: Chair lan Johnson gave an overview of
how the World Bank has reorganized to pursue an environmentally
and socially sustainabl e devel opment agenda. He described the
Bank'snew "matrix-managed system.” Thelateral or cross-cutting
dimension of the matrix involvesthematic networks, formerly called
vicepresidencies, that deal withissuessuch as poverty and economic
management (PREM); finance and private sector investment (FPSI);
human devel opment (HD); and environment and socially sustainable
development (ESSD). The*“vertical” dimensioniscomposed of the
six regionsthat carry out the Bank's operational work inthefield.
Although Bank staff inthe regionsreport directly to theregional
managers at headquarters, the Comprehensive Devel opment Frame-
work givesthem additional corporateresponsibility to each of the
World Bank's networks.

Regarding governancefor sustainable development, Johnson
explained that the Bank has established an Environmentally and
Sacially Sustainable Development Council made up of all senior
managersin the ESSD Network. This council meets monthly to make
policy decisions. The Bank has al so established sector boardsfor each
of thethreefamilies(formerly called departments) in the network:
Environment, Rural Development, and Social Development. The
sector boards are composed of all managersworking in each of these
respective sectors. Withinthe ESSD Network thereare also 33
Thematic Groups organized to focus on the subsectors, or themes,
encompassed by sustainable devel opment. Exampl es of these Groups
include Pollution Management, Drylands Management, Fisheriesand
Aguaculture, and I ndigenous Peoples, aswell asthe Biotechnology
Task Force. The Groupsformfocal pointsfor al staff withinthe
Bank and some outside partnerswho work on aparticul ar sub-sector,
enabling them to sharetechnical expertise and best practice acrossthe
regions.
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On network functions, Johnson highlighted theimportance of
knowledge management. He emphasized that the long-term mission of
theWorld Bank isnot only to mobilize capital for development but also
toincorporate the best available knowledge and to disseminate relevant
information and devel opment experience quickly to actorswithin and
outsidetheinstitution. He also noted that strategy formulationisone of
the core corporate functions of each network and that strategy papers
areunder preparation on therural sector, forest policy, water resources
and the environment. In addition to cutting-edge communicationsand
partnershipswith other institutions, enhanced staff training isapriority.

Johnson traced the shift in Bank project lending trendstoward an
operational focuson longer term planning and policy lending. Hesaid
that 65 percent of lendingin the past year hasbeen policy-based. This
changereflectstheincreasing prominence of lending for structural
adjustment issuesin national and regional economiesaswell assupport
for sectoral planning.

Intermsof priorities, Johnson mentioned Bank President James
Wolfensohn’s support for improving partnershipswith the UN, nongov-
ernmental organizations(NGOs), civil society and the private sector in
sustai nabl e devel opment objectives. Thevicepresident also highlighted
the Bank's engagement with new areas of work, such asaPrototype
Carbon Fund, and stronger focus on natural and social capital. Hesaid
that the Bank isincreasingly moreaware of the considerabl e costs asso-
ciated with the depletion of natural capital through deforestation, land
degradation, soil fertility loss, overuse and pollution of water resources,
andtheir effectson poverty in devel oping countries.

Johnson stated that the ability of theinstitution to integrate science,
particularly environmental science, inthe mainstream of development
isamajor challengefor thefuture. Trade, social policy and post-conflict
reconstruction are other increasingly important aspectsof the Bank's
sustai nable devel opment agenda. Johnson concluded by informing
participantsthat sustainable devel opment will bethethemefor the
Bank'sWorld Devel opment Report in 2002. He anticipatesthat this
report will bethe basisfor moving toward aglobal dialogueon environ-
mentally and socially sustainable devel opment.

Discussion: One participant noted the need for donorsto assist the
World Bank in promoting ethical investment decisionsin developing
countries. Another participant expressed concern about the Bank’srole
inintegrating sustai nable development perspectiveswith the ongoing
work of other UN institutions, particularly those that address UN envi-
ronmental conventions. Chair Johnson responded that the Bank isnot
equipped to bethe purveyor of political consensusbut hasadefinite
roleinbringing its operational experienceto UN fora. One government
representative commented that amajor challengefor the World Bank
will bedetermining how it should translate general global policy
conceptsinto real action programsat national levelsin additionto
bringing together more effective cooperation mechanismsamong
donors, nationa governments, the private sector, NGOs and other stake-
holders.

A number of participantsemphasized thegap in the current debate
on how to link environment and social sustainable development with
economic devel opment and macroeconomic strategy, such astax
reformsor economic and financial measures. An economist suggested
simplifying the definition of sustainable devel opment so that the World
Bank'sclient countries, donor staff and the public can better understand
theissues.

Other participants commented on the Bank's new Comprehensive
Development Framework; inconsi stencies between general policy
strategy and reality in Bank activities; how to mainstream social, envi-
ronmental and rural activitiesinthe Bank'soverall objectives; thelack
of linkage between the Bank's poverty reduction and sustainable devel -
opment objectives; theneed to fully address poverty and theenviron-
ment in operational terms; and the need to improve governments’

capacity to deal with environmental and social issues. Some partici-
pantsrecommended amore active Bank rolein dealing with global
environmental issues, whileotherssaid it should be more cautious
toward global policymakinginthisareasincework isbeing conducted
in other UN-related environment and devel opment processes.

Chair Johnson concluded by highlighting emerging themes,
including: policy versus project development and opportunitiesto link
sustai nability with macroeconomic policy reformsand implementation;
collaboration with more stakeholders and environmental conventions;
and connectionsamong poverty, sustai nability and the Comprehensive
Development Framework. He said that the World Bank isfaced with the
challenge of finding abal ance between financial and economic aspects
with social and structural aspectsof sustainable development. He
emphasized that the World Bank isnot an agency for building political
consensus but istheright agency to provideinput fromits operational
experienceasabasisfor informing better political consensusbuilding.
Finally, he underlined the need for more structured rel ationships among
the World Bank, the private sector and civil society.

THE CHALLENGE OF RURAL DEVELOPMENT

World Bank speaker: CornelisDeHaan, Senior Adviser inthe
Rural Development Department (RDV), spoke on behal f of RDV
Director Alexander McCalla. De Haan outlined the emerging issuesin
theWorld Bank'srural development portfolio. Healso summarized the
major rural development challengesworld-wide: poverty reduction
sincenearly three-quartersof the poor livein rural areas; food security;
the doubling of demand for food in the next 30 years and the need for
agricultural intensification asthe potential for agricultural expansion or
new irrigationislimited. Natural resource degradation alsoisamajor
threat to therural poor and to global food supplies.

DeHaan noted that despitethefact that rural populationswill
globally exceed urban populationsfor another 20 years, the World Bank
decreased itsstaff, lending and policy support for rural devel opment
fromthelate 1980sto the mid-1990sdueto: political and economic
constraints; lack of commitment at the country level; complacency in
theinternational community resulting from two decades of declining
food pricesand new concerns such asthe environment; increased
interest in urban devel opment; and poor performance of World Bank
programsintherural development sector. De Haan contended,
however, that since James Wolfensohn has become Bank President,
discussion of rural devel opment has been renewed and broadened.

TheWorld Bank'sfocus on agricultural development isshifting
morebroadly toward rural development and poverty alleviationinways
that incorporate other sectors such as education, health and infrastruc-
ture. Asaresult, anew Rural Sector Strategy has been prepared that
incorporatesthefollowing objectives: sustainably managed resources;
no urban biasin health, education and safe water provision; off-farm
income and employment generation; decentralized and participatory
decisionmaking; functioning rural markets; and widely shared rural
economic growth.

DeHaan asserted that the Bank's shift in focustoward pluralistic
approachesisreflected initschanging lending practices. For example,
water sector lending has gone from supporting the construction of large
irrigation systemsand damstoward investing in smaller irrigation
systemsmanaged by local farmer groups. Monolithic and public sector
lending for agricultural services hasshifted toward action research and
extension serviceinitiativesviasubcontracting arrangementswith
NGOsand the private sector. Additional new rura lending activities
include new institutional frameworksand rolesfor the state; support for
decentralization and parti cipation activities; sector and subsector invest-
ment program lending in Africa; market-assisted land reform; inte-
grated pest management; social forestry; watershed and river basin
management, integrated food policy and nutrition programs; micro-
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finance projectsfor the poor through intermediary NGOs; and local and
community-driven rural development and natural resource manage-
ment.

DeHaan said that despiteimprovement in the quality of outcomes
of World Bank rural development projects, an unfinished agendain
rural policy reformsremains. Second-generation and neglected agenda
itemsinclude compliance with respect to sustainableforestry, pesticide
use and dam mitigation measures; support for agribusinessand rural
markets; land policy and distribution; fisheries management; land
degradation; better linkages between natural resource management and
poverty alleviation; and theincorporation of rural agendasin Bank
Country Assistance Strategies. He said the World Bank isconducting
water and forest policy reviewsand isestablishing aForum for Sustain-
ableFisheries. Thisforum will beamulti-donor initiativeto promote
more sustai nabl e fisheriesdevel opment free of policy and economic
distortions.

DeHaan added that the World Bank faces complex new challenges,
particularly inrelation to biotechnology: commercial applicationsfor
poor farmers, intellectual property rightsand food safety. He said that
although the Bank has been cautiousin getting involved in the ongoing
debate on biotechnology, it should play arolein hel ping client countries
makeinformed decisions about the use of such technologies, especially
inrelation to poverty alleviation. He emphasized that acertain level of
cost-effective national capacity building on biosafety isrequired to
addressthe ecological and health risks of biotechnology.

In closing, De Haan recommended that effort be placed on
furthering cross-sectoral approachesamong environment, social and
rural development. Heal so recommended enhancing cooperation with
Bank partnersthat have arural presenceto address neglected issuesand
todevelopjoint strategies, expertise, and funding arrangementsat
national and global levels. Current partnershipsinclude collaboration
with the World Trade Organization on tradeliberalization; the Food and
Agriculture Organization (FAO) onrural dataand land reform; theFAO
and European agencies on the sustai nable management of fisheriesand
livestock; the I nternational Federation of Agricultural Productionon
sustai nable agriculture; and members of IUCN-TheWorld Conserva-
tion Union on the World Bank’sforest policy implementation review.

Discussion: Chair Johnson reiterated akey theme already
discussed: thelink between global political consensusbuilding and
development policy implementation. He asked parti cipantsto express
their viewsregarding where the World Bank should positionitself in
relation tofisheries, forestsand land degradation.

One participant suggested that the Bank consider aquacultureasan
important aspect of fisheriesdevel opment and place more effort on
identifying target groupsto support cross-sectoral development assis-
tanceat national levels. She also asked for an elaboration of theBank's
position ontheinclusion of women askey stakeholdersinrural devel-
opment. De Haan responded that the Bank i s paying attention to gender
and social policy issuesbut hasyet to develop al the necessary toolsto
target them effectively in comprehensive strategies. Regarding aquacul -
ture, heresponded that the Bank isstill undecided asto what therol es of
the private and public sectorsrespectively should be, but isassisting
client countriestoimplement sectoral development, especially in
sustainablefisheries.

Agreeing with theimportance placed on sustainablefisheries,
another participant asked for additional information about Bank opera-
tion activitiesin thisregard. He noted thelack of attention givento land
degradation and asked Bank representativesto sharetheir experiencein
thisfield at the April 2000 meeting of the Commission on Sustainable
Development (CSD-8). He agreed that the Bank should not promote
biotechnology in devel oping countriesbut rather should try to build up
capacity for countriesto makeinformed decisions.

One participant asserted that the Bank can haveonly alimited role
insolving rural development problemsand that it needsto tighten coop-
eration with other international institutionssuch asUN agenciesand
regional devel opment banks. He asked for clarification on whether the
Bank devotesitsresourcesto large-scal e projectsor to specific projects
at thelocal level. Considering that countriesface different problems,
this participant recommended that the Bank take amore differentiated
approach to development problem solving.

Another participant underscored thelack of mention of support for
environmentally friendly energy sourcesfor therural poor andjoint
work withthe UN Convention to Combat Desertification (CCD) inthe
areaof reversing human-induced |and degradation. He emphasized that
both elementsare essential totackling rural poverty. He also requested
elaboration of Bank activitiesonintellectual property rights. DeHaan
responded by affirming the Bank'sinvolvement inland degradation
issuesand close collaboration with the CCD asapartner inthe Deserti-
fication Convention's Global M echanism. Chair Johnson pointed out
that the Bank isweak intherural energy area, although arural energy
strategy and anumber of projects had been prepared.

Another participant brought up capacity building. He contended that
the World Bank moving toward a"third agricultural revolution
approach,” which he characterized asvery transitive, intensiveand
small scale. He said thisagricultural revolution may not havethe
capacity to spread and questioned the capacity of intermediary organi-
zations, such asNGOs, to be change agents. GloriaDavis, Director of
the World Bank Social Devel opment Department, noted that recent
research showsaconspi cuous absence of NGOs and government orga-
nizationsat thelocal level. She said that the Bank needed to look more
carefully at enhancing local peoples' capacity to organize.

Onerepresentative emphasized that the risks of water scarcity and
competition for water resourcesin therural sector are underestimated.
In addition, he suggested that the Bank think more carefully about
biodiversity, especially basic ecological functionsand services, inrela-
tionto rural devel opment and food production.

Other government representativesrai sed concerns regarding urban
migration and devel opment; integrated coastal zone management; the
World Bank's safeguard policiesand standards; and their rel ationships
tofreeagricultural trade and social equity inrura areas. Chair Johnson
said that thusfar the Bank hastaken afragmented approach dueto diffi-
cultiesin deciding whereto incorporate natural resourcesinthe Bank's
overall agenda. Natural resource management can fall under the Envi-
ronment Department aswell asunder new areas of Bank work onrural
livelihoodsand social issues. In hisview, one main remaining struggle
istofind waysto link market-based solutionsto improved natural
resource management. Finally, he predicted that in the coming 5to 10
years, transboundary, multi-country projectson issuessuch aswater-
shed management, forest resources and ecosystem management would
bealarge component of the Bank’swork.

THE CHALLENGE OF SOCIAL DEVELOPMENT

World Bank speaker: GloriaDavis, Director of the ESSD
Network’s Social Development Department (SDV), described thechal -
lenge of social development in relation to the World Bank’soverall
sustai nable devel opment objectives. Shenoted that traditionally the
institution has been very technocratic. For thefirst 25 years, Bank staff
consisted primarily of technical specialistsin agriculture, transport and
energy, backed up by economistsand finance expertswho focused on
project costs, financing and rates of return. Davissaid that only recently
hasthe Bank begunto view investmentsalso intermsof natural capital,
human capital, (education and health), and social capital (organizations,
networks), in addition to putting new emphasis on sustainabl e devel op-
ment.
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She emphasized that the Bank hasaltered itsway of thinkingandis
giving more attention to social concerns. She noted that whereas|abor
costsoncewere seento bethe primary indicator for determining where
private capital went, social and environmental factorsnow aretaken
into account. Furthermore, the Bank trend ismoving toward amore
decentralized client focus, with more emphasison partnershipsand
policy rather than on project-based lending.

Davissaid the Bank’s social sector isdispersed among different
regional unitsand policy areasin theinstitution, which include poverty
alleviation and economic management (public sector reform and gover-
nanceissues); human devel opment (education, health, labor and
employment); and the Environmentally and Socially Sustainable Devel-
opment Network (social, rural and natural resource dimensions of
sustainabl e devel opment). She pointed out that 5 yearsago therewere
only 15 socia scientistsinthe Bank; today thereare over 200. Davis
emphasized that social transformationisthe core of social and sustain-
abledevelopment.

Oneof SDV’smajor objectivesisto minimizeand mitigatethe
adverseimpactsthat often accompany the Bank’sdevel opment projects,
such asresettlement associated with large dam construction. Asaresult,
animportant part of the department’ swork program isfocused on social
safeguard policies, which address resettlement, i ndigenous people and
cultural property. The department also addressesthe social constraints
in economic devel opment such asownership, participation, civil
engagement and local capacity building.

Davisasserted that amajor pillar of the Bank’soverall agendais
support for community-based approaches and theinvolvement of local
peopleand NGOsin development initiatives. All of the Bank'sregions,
many of itsresident missionsand some networkshold regular NGO
fora. Sheremarked that NGOsare often the social actorswho provide
crucia information to the World Bank inidentifying devel opment prob-
lems. The Bank alsoworkswith civil society, including religious groups
and foundations, to support specific initiatives. New areaswhere SDV
isfocusing attention are post-conflict reconstruction, cultureand devel -
opment, and domestic and urban violence.

Davisstressed that important ingredientsfor socially sustainable
development are holistic approachesto poverty reduction that i dentify
stakehol ders, include disadvantaged groups, build effectiveinstitutions
at national and community levels, promote efficient and accountable
state markets, and foster stable societiesinwhich thewhole socia
system functionsto achieve maximal benefit.

Discussion: Chair Johnson rai sed the question of whether social
policy runstherisk of movinginto political arenas. One participant
emphasized that the next disciplinerequiringincorporation in develop-
ment cooperation will be political science. Sheasked how donor agen-
ciesand the Bank should organize themselvesto addressthe cross-
sectora dimensionsof socia policy. Davisreplied that most socia poli-
ciesareintended toinfluencethe distribution of power and wealth.
Thus, distinguishing between social and political issuesisoftenimpos-
sible.

A government representative asked for clarification of theBank's
viewson therelationship between poverty and the environment. Davis
responded that despite the Bank’s considerablework on thissubject,
momentumto addressit hasbeenlost. A working group on poverty-
environment issuesis participating in preparation of the environment
strategy. One participant noted support for ongoing Bank work on
assessing natural capital and wanted to know whether the Bank would
be doing the samefor social capital. He al so wanted tolearn about how
the Bank isincorporating poverty and social concernsinitswork on
tradeand investment. Davisresponded that theinstitutionisworking on
acomprehensive strategy that addressesthefour kinds of capital: finan-
cial, natural, human and social. Shenoted that thereisaneed to balance
them when making policy.

Thediscussion then turned to the World Bank's 10 safeguard
polices, 3 of which deal with social aspectsof sustainable development.
Partici pants debated whether these safeguard standards are complied
with, represent best practice or are as productive asthey could be. One
participant contended that use of safeguard policiescould placea
burden on scarce human resources, for both Bank and devel oping coun-
tries. Another participant supported the Bank’s safeguard policy
approach and suggested that private banksand export agenciesalso
apply it. Robert Watson, Director of the Environment Department inthe
ESSD Network, emphasized that compliancewith these safeguard poli-
ciesnecessitatesthat both Bank staff and clientsbuy into the signifi-
cance of socia and environmental standards.

A European government representative commented that the World
Bank should establish saf eguards that guarantee consultation processes
inamanner that will notintervenein national politics, asstipulatedin
Bank regulations. Another European official raised theissueof institu-
tion- and capacity building to make these safeguard procedureswork in
thelong run. Chair Johnson said this could be done through partner-
ships.

THE ENVIRONMENTAL CHALLENGE

World Bank speaker: Robert Watson, Director of the Environment
Department (ENV) inthe ESSD Network, presented the environmental
challengein sustainable devel opment. He outlined key areas of World
Bank environmental work: natural resource management (effortsto halt
land degradation, water resource depl etion, deforestation and biodiver-
sity loss); urban industry and energy (indoor and outdoor pollution,
global climate change, alternative renewable energy); design and imple-
mentation of Global Environment Facility (GEF) projects; main-
streaming of the global environment in non-GEF Bank projects;
environmental economicsand indicators; and implementing the Bank’s
environmental safeguard policies. Hesaid that the Bank isfacing prob-
lemsin theareaof environmental quality, especially at the supervision
stage, dueto thelack of capacity and ownership of environmental
concernsin theclient countriesand inadequate resourcesinsidethe
Bank for project supervision phases.

Watson said the Environment Department isfocusing on developing
an environmental strategy, including prioritiesfor the energy and forest
sectors. Onedebate that emerged in preparing the energy and environ-
ment strategy has been whether the Bank should focus oninputs
(lending targets) or outcomes (resultsonthe ground), which aremore
difficult to monitor. For example, should the Bank havelending targets
for different parts of the energy portfolio? Should acertain percentage
of the portfolio be allocated for energy efficiency and renewable
energy? Watson noted that the fundamental strategy for the energy
sector ispolicy reform, including the elimination of subsidiesand the
internalization of environmental externalities. He agreed with apartici-
pant'scomment that to date the World Bank has been unsuccessful in
supporting energy efficiency and asked the European partners present to
offer their relevant experiencesin devel oping countries.

Watson said that renewabl e energy thusfar hasbeen treated project
by project without aspecific Bank strategy. He said the Bank should
move toward amore comprehensive approach to renewable energy
programs.

Hethen discussed the environment strategy under preparation. The
environment isthe matrix for all development. Addressing sustainable
natural resource management, such asland degradation, desertification,
water resource management and responsesto popul ation pressure; envi-
ronmental healthissues; and global environmental concernsarekey
elementsin the Bank’senvironmental strategy. Other pertinent Bank
debatesthat Watson described were how to improve capacity building
instruments; include science and technology in environmental strate-
gies, and balancelong-term and short-term issues and local and global
concerns. Watson noted that the Bank is expected to respond to clients
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demands, which areusually focused on short-term issues, asopposed to
long-termissues such asglobal biodiversity and climate change, which
arelower on most clients' development priorities.

Watson characterized the Bank’s Comprehensive Devel opment
Framework asauseful tool for providing an opportunity for long-term
perspectivesand avehiclefor identifying key partners. Bank partner-
shipsinclude collaboration with the World Wide Fund for Natureto
establish new protected areasand promote sustainableforestry; the GEF
intheareas of biodiversity, climate change, international waters, and
protection of the ozonelayer, including renewable energy; and the
private sector CEOs Forum on sustainable forest management.

Watson said that the Bank erred in calling biodiversity aglobal envi-
ronmental issue. He proposed that more analysisand emphasisbe
placed onthelocal benefits of biodiversity conservation and sustainable
use. He contended that pollination, soil production, soil maintenance,
water purificationandlocal air quality have tremendouslocal benefits
but do not trade easily in global or local markets. Therefore, the ques-
tionishow the Bank can better val ue these natural resourcesand
ecosystem servicesby creating new sustainable marketsfor public
goods. But should the Bank proactively create environmental service
markets? Watson concluded by stating that the main challengefor the
World Bank will belinking environmental issuesat thelocal, regional
and global levels.

Discussion: A government participant commented that the Bank
must judgethe quality of entry of its projectsnot only accordingtoits
own project preparation criteria, but also based on the country’swilling-
nessand ability to take ownership of the project’senvironmental
agenda. He added that the Bank should not haveto look to bilateral
donorstoimproveinnovation of their programs. Watson agreed that
thereislesscountry ownership of some of its sustainable devel opment
programsthan the Bank had anticipated and that morework will be
necessary intheimplementati on phase to mainstream the environmental
components.

Many European officialsexpressed concern over theissue of
capacity and institution building, areasthe Bank considersappropriate
toitsrolewhen clientswant to borrow for these purposes. Other partici-
pants questioned whether the Bank hasacomparative advantageasa
major agent for capacity building at the national level. A number of
participants suggested that the World Bank collaborate with other agen-
cies, including thosein Europeandinthe UN, to promote capacity
building inthe areaof the environment.

Someforum participantsal so expressed interest in seeing the Bank
takeafar more proactive stance on environmental issues, particularly
with respect to the Prototype Carbon Fund initiative, which has stimu-
|ated debate on environmental market mechanisms. One participant
added that although the Bank isshiftingitsfocusgenerally to programs
and policies, individual projectsare still important and the Bank ought
toimprovethem. Onerepresentative refocused the debate on the need
for the Bank to further analyze the linkages between poverty and the
environment and between globalization and the environment. Healso
asked about the Bank's experiencein macroeconomic policy reforms.
Watson assured the parti cipantsthat the Bank considerstheimpact of
globalization and trade on the environment to beimportant and has
initiated further analysis. Chair Johnson remarked that macro-policy
reformsbeing addressed by the Bank should begin to incorporate ways
toreversethedepletion of natural resourcesinamanner similar toits
approachesto restore depleted physical capital and infrastructure. He
said that Bank policy lending must also include social and environ-
mental policy reforms.

One European official questioned how much the Bank should focus
on renewableenergy programs, particularly since renewableand alter-
native energiesformonly asmall portion of devel oping countries' fuel
supplies. Another participant recommended against the Bank’sdevel -

oping asystematic energy policy in order to deal flexibly with energy
matters case by case. Other participantsfelt that the Bank isnot doing
enough on energy efficiency policies. One government representative
recommended that the Bank collaborate with governments, other inter-
national organizations and private companiesto further encouragethe
use of renewable energy.

Watson responded by predicting that by 2050 half of theworld's
energy will comefrom oneform of renewable energy or another. He
concluded that the Bank needed to start making decisionsthat reflect
such afuture. He al so mentioned the ongoing debate of whether the
environmental strategy underway should deal with fossil fuel energy
issuessincethe Bank continuesto support fossil fuel projectswhen they
clearly alleviate poverty.

One participant said that not enough was said about the Bank’senvi-
ronmental strategy process. He asked how European and other donors
would beinvolved. Another representative added that the environ-
mental strategy needsaclear action planto follow through onitsobjec-
tives.

One participant suggested looking to the Bank for assistancein
convincing government officials, particularly Ministers of Finance, of
thereal economic costsof environmental degradation and the economic
benefitsto be gained through maintaining environmental services. He
a so recommended that the Bank undertake acomparative assessment
of the effectiveness of environmental policies pursued by developing
countries.

A number of participantscalled for improved interactionswith bilat-
eral and multilateral institutions, particularly the UNDP. They agreed
with one official's observation that the sustai nabl e devel opment agenda
before them was extremely complex, involving complicated interac-
tionsamong social, environmental and economic factorsat local,
national, regional and global levels. This European representative also
stressed that akey challengeisto simplify issues so that they can be
dealt withinapractical way. Watson informed participantsthat he
would send amemorandum to answer in greater depth themany rele-
vant concernsraised.

CONCLUDING REMARKS

Chair Johnson highlighted key issuesdiscussed and to be pursuedin
the near future. He noted that many participants called for the adoption
of more practical and simpler explanation of issuesrel ated to environ-
mentally and socially sustainable devel opment. He said that much
attention had been given to working on pragmati cimplementation strat-
egiesand linkagesamong them and political processesin UN and other
international sustainable development contexts.

Johnson emphasi zed theimportance of capacity and institution
building, stating that the Bank isnot only amajor financier for these
activitiesbut could improveitseffortsby utilizingitsknowledge
management systems, professional training techniques and the Compre-
hensive Devel opment Framework. The Framework focuses strategically
on key aspects of sustainable devel opment including socia policy,
science and technol ogy, economic growth, natural resourcesand phys-
ical capital. Johnson noted theimportant exchanges on how to address
linkages between effective natural resource and macroeconomic
management; rural and urban devel opment; national and global
concerns; biotechnology and food safety.

Johnson said thisfirstinformal forum had been asuccessasan
attempt to find waysto bring environmental, social, gender and
economic perspectivesinto closer alignment. He expressed the desire
for future meetingsto continuethis strategic dial ogue and to enable the
World Bank to draw upon European experience and expertisein
sustai nable devel opment, the environment and social policy.



