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1. SUSTAINABLE DEVELOPMENT:
THE CARIBBEAN CHALLENGE

101  The Caribbean Development Bank’s (CDB’s) Borrowing Member
Countries (BMCs) are small 1slands and low lying coastal states where the pivotal
cconomic sectors (i.e. tourism, agriculture, and mineral extraction) are directly
dependent on the natural resource base. Current economic conditions require
that these economies further develop their narrow resource base and become cost
compctitive in both the traditional and new exporting industries, while ensuring
that they do not foreclose or hinder future development options as the global
cconomic environment changes.

1.02  The decade of the "cighties” saw considerable pressures placed on the
cconomic and social fabric of these states as they grappled with the problems of a
rapidiy changing global economic environment. Many of the BMCs are now faced
with high external debts and declining standards of living for the majority of the
population. Considerable attention must therefore be paid to maintaining and
improving the social gains made in the past, while at the same time reducing the
external debt burden.

1.03  There is now recognition and acceptance of the complex, dynamic and
mutuatly reinforcing linkages between economic development and environmental
protection and management. Past failure to recognise the linkage is now
manifested at both the global and national levels. Global concerns such as ozone
depletion and the possibilities of climate change will impact in varying degrecs on
all countrics. Al the national level in the BMCs, the manifestation of this problem
is evident in the destruction and degradation of many of the resources on which
both their current and future development options rest. Most of the BMCs are
faced with increased soil erosion and land degradation alongside declining agricul-
ture productivity, poliution of coastal and marine resources due 10 deficiencies in
water, sewerage and solid waste services as well as the destruction of important
components of their natural and cultural heritage.

1.04  The sustainability of developmentis of both critical and urgent importance
fur the Region. Current international economic environment requires that future
development strategics must allow the flexibility to compete in more openly
compelitive markets where environmental performance and responsibility will be
important determinants of success in every sphere of activity. A re-articulation of
development policies and strategies to reflect the new consciousness of environ-
ment development linkages and to provide a rational framework withia which to
pursue development objectives is required. There will be need for policy reform
in all sectors, strengthening institutional and human resource capacity, increascs
in the levels of financing for environmental management, and the nurturing of
greater dialogue and cooperation among the various interest groups. CDB and its
BMCs recognise that this is a tremendous challenge but one to which their effort
and commitment are essential to achieving success.



2. PRINCITAL ENVIRONMENTAL ISSUES
I THE CARIBBEAN

201  Inmany respects, the environmental problems which Cariblrean countries
face arise from similar causes. However, the degree and severity of problems vary
with the peculiatities of eology and the social and economic siructure in each
vountry. The foliowing provides a briel everview of the principal environmental
issues many of which are transectoral. No attempt has been made 10 prioritise
them as priorities will vary between countries and over time.

Environmental Policy and Institutional Capacity

202  Environmenial issues and concerns have only very recently moved 10 the
policy agenda of most Caribbean countries. Consequently, few countries have
explicit, comprehensive environmental policies or coordinated environmental
programmes. Environmentat concerns specific 10 natural rescurce management
and pallution control are addressed al the sectorial level. In many ways this
sectorial approach has led to the promotion of perverse jncentives which en-
courage environmentally unsound practices in some sectors thar impact negatively
on others  Fort example, subsidies for fertiliser and pesticide use is an imporiant
[actor in the overuse and misusc of these chemicals which are contributing to
pollution of surface and ground water resources of some BMCs. Similarly, some
countries have yet (o establish appropriate pricing policies for domestic and
irmganon water. This failure has 7esulted in inadequate cost recovery which
hinders both cepital expansion and the provision of mainienance requrements

necessary for effective delivery of these goods and servicss to meet growing
demand.

2703 To ensure systajnable use of these resources, more effort will need o be
concentrated on the development of coordinated and coherent palicies which
employ market-based incentives for environmental and patural resource manage-
ment through appropriate fiscal measures, licensing and permit fees supported by
effective monitoring and enforcement systems. The establishment of appropriate
pricing policies which enable cost recovery and the use of fiscal measureés where
privatc benefits are high, ¢.p. in water and sanitation sector, can provide uscful
Imstruments o promoie more rational use of natural resources. In additen, such
poiicies offer the possibility of generating some of the required resources to
support necessary environmental management activities in arcassuch as cnviron-
mental monitoring and enflorcement.

204  In general, most countries have legislation which address specific aspects
of natural rescource management and pollution control activities. However, in most
cases these are daied and not supported by the necessary regulations and institu-
licnal capacity \o enable enlorcement. For example, in most BMCs, the Public
Heal!th Act provides the legal basis for pallution control from air and water point
sources. With the exception of a few countriss, Lhe regulations related o pollution
control have not besn developed and hence the enforcement of the Act is not



possible. Institutional responsibilities ate similarly weak and fragmemed, result-
ing in duplication of jurisdictional suthority. In addition, inadequate staff and
budgetary resources furchey imit their ability to play an effective role. Currently,
the most pressing atea in which the strengthening of ustitational capacities is
required is the provision of trained personnel to plan, develop and smplement
effeclive chvironmental management progiammes. An important componcnt of
this is the nced for reliable research and monitoring to generate quality data for
informed decision-making,

205 Effons are underway to address some of these iegal and jnstizunwoaai
deficiencies. However, much remains 10 be done to establish a coherent policy and
legislative and regulatory framework to sanisfy both national needs as well as
increasing international commitments. It will also be 1mporiant 10 encourage a
consistency of policy and action among BMCs, given limitcd resources and the
existence of problems such as manine pellution and fisheries depletion which are
best addressed at the regional level.

206 Tmproved environmental management will require an increase in expendi-
ture by the BMCs even if some of the current inefficiencies in resource manage-
ment are climinated. The bulk af these new investments must be borne by the
BMCs and while domestic resources can be increased, countries will need to
borrow 1o finance the major part of the injual investments, Their abllity to da 5o
will be severely lumiled by their indebtedness. Experience in the Region suggests
that inslitvtions need 1o be strengthened a1 both the national and regional Jevels.
Consequently, BMCs will have to examing innowvative ways of securing new and
additional financing from both domestic and external sources. In addition, CDB's
expenence suggest that there are many areas where cost-effectve selutions can be
found through intensified cooperation and collabutation among BAMZs and donar
agencies, ulilising the funclional institutional mechanisms for cooperation which
aircady exisi in the Region.

Poverty and the Environment

2.07  The links between environmenta| degradation and poverty are complex
and intertwined. However, it is increasingly clear that in an effort 1o sausfy their
basic needs (he poor often destroy the very resources b which they depend. As
populations increase without signilicam expansion in economicactivity o chan ges
in the struciure of the economy which can absorh the labour foree, large numbers
are forced into actrvities such as charcoal burning and fishing 1o eke out a hving.
With little alternative employment oppoertunities and lax regulatory sysicms,
enormeous s1ress is placed on these resources (e.g. forestry and (isheries) through
over exploitation and inappropriate harvesting 1echniques which ulitmatcly result
in the degradation and or desiruction of these resources.

2.08  In the agriculture sector with the current moves 10 reduce and remove
preferential trading agreements normally enjoyed by the traditional export crops
(bananas and sugar), effort will have (o be concentrated on increasing efficiency
and diversification of production and the expansion of other economic sectors. In
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the absence of well thought out strategies for absorbing displaced labour, further
stress will be placed on resources which have been traditionally thought of as free,
such as public lands in sensitive watershed areas, forestry and fisheries. CDB
recognises that Lo tackle environmental issues in a meaningful way, the reduction
of poverty must be integral 1o the macroeconomic 2nd environmental policies and
strategies to be employed.

Deforestation and Watershed Degradation

2.9 High rates of deforestation and encroachment of population on marginal
hillside lands for agricultural production and seltlement present an increasing
problem in most of the island staies, constrained as they are by limited arable land
and a growing population, In some cases, the nature of land tenure arrangements
combined with inappropriawe tax incentives for agricultural production and an
absence of land use planning lic at the root of the problem. This has resulted in
degradation of important watcrshed resources, and the loss of biodiversity, much
of which is characterised by high rates of endemism.

Surface and Ground Water Pollution and Degradation
of Coastal and Marine Resources

210 Indiscriminate pesticide and fertiliser usage, improper disposal of urban
and indusirial wastewater and soil crosion due 10 improper agriculture and water-
shed management practices arc increasing problems which are threatening the
safety of potable water supplics and the health of the population. In addition, they
also contribute 10 the deterioration of other sub-ccosystems such as coastal and
MArine resources,

211 The coastal zones of all CDB BMCs are areas of intense development
pressures, These arcas accommodate the majority of the population av d economic
activity. In Guyana, 90% of the population live within five kilometers of the
coastline while in the island states the bulk of the population live within two
kilometers of the coastline. The major problems within the coastal zone include
polivtion from both land and marine sources (solid and liquid wastes), degradation
and destruction of natural coastal sub-ccosysiems such as wetlands and coral recls,
and coastal and beach erosion. Inadequate land-use planning and regulatory
systems and poorly designed infrastructure are, in general, contributory factors.
The need for improved coastal management becomes even more acute when
consideration is given 1o the potential impact of any rise of sca fevel on these
islands and low lying coastal stales,

Nutural Hazards
2.12  The BMGs are to varying extent vulnerable to multiple natural hazards
(volcanic eruption, seismic activity and hurricanes). The impact of these hazards

is in many instances exacerbated by the degraded nature of the natural resource
base. For example, deforestation exacerbates flooding events and the highsilt load
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carried during these events smothers coral reefs and increases the stress on thesce
sub-ecosystems. The Caribbean, in the last five years, has been severcly alfected
by hurricanes resulting in substantial cconomic losses and social dislocation which
affect the sustainability of development programmes, CDB has financed substan-
tial disaster rehabilitation programmes in its BMCs; and, with the possibility of
sea level rise, there is the potential for increasing damage from tropical storms and
hurricanes. The BMCs need to build on existing regional and national initiatives
underway for strengthening and improving hazard management capacity and 10
invest in necessary mitigation measures.

Public Awareness

2.13  Over the last decade, there has been increasing environmental conscious-
ness among the population. However, this has not yet translated into the kind of
force needed to propel environmental matters to the forefront of the national
political agenda. High priority must be given to increasing environmental aware-
ness of the population since this represents the most effective way of ensuring
commitment of all interest groups to achieving national environmental objectives.

Development Assistance »

2.14  'The development community has been placing priority on, and increasing
resources for, environmental protection and management activities in the BMCs.
This is reflected in the wide variety of initiatives as shown in Appendix 1. In the
absence of well structured environmental policies and programmes at the national
level, there is the real risk that scarce and declining resources may not be utilised
cost-effectively. The need for coordination and collaboration of development
agencics working in the Region must be addressed by both the development
institutions and the individual countnes which they assist.



3. CDOW's CURRENT ENVIRONMENTAL ACTIVITIES

3.01  Since CDB was established in 1970, there has been a significant deepening
of understanding and a strengthening of universal consciousness concerning the
links between environment and development. Inresponse 1o this, CDB has moved
10 adjust its approach to the financing of development programmes. In 1980, CDB
\ogether witha group of developmentagencies signed the "Declaration of Environ-
mcental Pelicies and Procedures in relation 1o Economic Development™ which led
10 the subsequent establishment of the Committee of International Development
Institulions on the Envircnment {CIDIE). In thatsame year, the Board of Direc-
tors approved an environmental policy statement (Paper BD 6/80).

362 CDB then examined and revised its operational procedures to integrate
environimental concerns into all aspects of its operations. Currently, emphasis is
placed on the in-house training of all project s1alf 1o improve their capability in
environmenial analysis. Projects are routinely screened for environmental im-
plications. Environmental officers conduct first level assessments and, if neces-
sary, consultants are engaged for undertaking full-scale environmental impact
asscssments (EIAs). Since 1990 CDB has linanced several E1As and other refated
studics in support of projects put forward for financing by its BMCs. In some
projects it has been necessary 1o provide short-term technical expertise to improve
national environmental management.

303  Concurrent with these activities, CDB has been collaborating with en-
vironmental institutions and supporting environmenial activities at the regional
level, In 1989, Caribbean Community (CARICOM) Ministers with responsibility
for environmenial matters met for the first time in Port of Spain, Trinidad and
Tobago. At that meeting, the CARICOM Secretariat was mandated with the
responsibility of establishing a consultative forum of agencies to identify and
develop strategic approaches to the development of Caribbean environmental
programmes and projects, CDB has been supporting the efforts of the CARICOM
Secretariat in this regard and, more recently, it has actively participated as a
member of the CARICOM Task Force on the Environment in developing a
Caribbean Regional Environment Programme and in the Region’s preparation for
United Nations Conlerence on Environment and Development (UNCED) 1992,
CDB has continucd to assist with regional initiatives emanating from UNCED
such as providing financing for activitics related to the preparation for the Con-
ference on Sustainable Development of Small Island Developing States 1o be held
in May 1994, In addition, it has assisted and supported initiatives of the Caribbean
Canservation Association (CCA), the most prominent regional environmental
non-governmental organisation (NGO).

3.04  lnkeeping with its mandate and functions, CDB has been convening and -
chairing regular meetings of representatives of bilateral and multilateral funding
agencics based in Barbados in an aticmpt to foster closer collaboration onregional
cavironmenial initiatives. The primary purpose of the Environmental Inter-
Agency Coordinating Group (ELACG) is 1o avoid duplication of effort, and to
ensurc that development assistance is coherent and meets the needs of the Region.,
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305 In 1992, CDB approved its Directional Plan/Strategy to the ycar 2000
which underscores CDB'’s mission for the Ninetics to, in particular, "build on its
performance both as a financial institution and development agency in efficiently
helping BMCs to pursuc macro-economically feasible programmes for sustainable
development...”. A specific objective of the strategy is the promotion of *ecologi-
cally sustainabie/balanced growth by providing increased levels of assistance for
human resource development, environmental protection, public health services
and poverty alleviation®,



4. FUTURE ROLE OF CDB IN TIIE ENVIRONMENT

Ihie Objectives

401 In keeping with s own expertise and other resource constraints, and
bearing i mind existing initiatives of other regronal institutions. CDB will con-
centrate on the following objectives:

{a) ntegrating environmental, social and economic concerns in all
aspects of CDB's operations o ensure that investment projects and
macrecconomic policies are environmentally sound,

(b) assisting with the development of nauonal policies and strengthening
the capaciies of institutjions and the skilled human resource base
concerned with environmental and natural resources management in
the BMCs;

(¢) mohilising financial resources and financing on concessionary terms
wherever pussibile, wost etfective projects which directly provide sub-
stuntial environmental benefits; and

(d} promoung collaboration and coordination at the Regional and sub-
regonal tevels among BMCs and among the regional and inte-
rnational agencies acuve in the BMCs, to harmonise activities, 1
working towards achicving common environmental objectives

THE STRATEGIES

Bunk Operations und Procedures

4.02  CDB will continue 10 give priority o its exisung efforts 1o ensure that
environmental considerations are fully integrated 1n ail aspects of its operations.
In 1990, CDB adopled ELA procedures as an iniegral part of its operations.

4.03  These procedures require that all investment projects be screened and
categorised for potential environmental impact. Based on the catcgorisation
applied (sec Appendix 2) the scope and depth of the environmental assessment is
determined. 1tis the responsibility of the borrower to provide CDB stalf with all
relevart nformauor required {or the environmental review.

404  Wh e tisthe -2sponsitility of the borrower to undertake the appropriate
lev2l ol cavuerumefi zfassessment as Jetermined by CDB staff, CDB environmen-
tal stalf will work closelv woth staff of the BMCs 1n developing terms of reference
for EIAs and cvaluate nntigation techniques, (o ensurc that CDB-funded invest-
ments meet the highest possible environmental standards. CDB may incorporate
environmental conditionalitics agreed during the project appraisal and approval
process into loan and gtant agreements with borrowers



4,05  Staff will periodically revise and update environmental procedures and
guidelines 10 reflect CDB’s field experience and new approaches to environmental
management.

4,06  Staff will have responsibility for monitoring and supervising environien-
tal components of projects 10 ensure compliance with loan agreements 0 that
appropriale action can be taken. Staff will be required to prepare an environment
evaluation as part of the project completion report. Finally, ex-post evaluation
reports will include a review of the effectiveness of environmental mitigation
measures which were undertaken.

4,07 CDB will provide in-house training of staff through seminars and, where
necessary, short-term external training programmes to improve and enhance
environmental analytical capability of operational staff.

408  With increased environmental activities, it is expected that CDB Environ-
mental staff complement will be increased to provide the services required. At this
time, two environmental officers are needed. CDB will also recruit, on a short-
1erm contractual basis as required, an appropriate environmental specialist 10
complement stalf resources for ensuring that the highest possible environmental
standards are attained in all CDB-funded operations.

Strengthening National Institutions and Policy Development
in the BMCs

409 CDB will continue to place emphasis on its role as a policy advisor and
broker between its BMCs, bilateral donors and the Multilateral Financial Institu-
uons with which it interacts. 10 will encourage appropriate and feasible macro-
economic and scctoral policies which promote sound environmental and natural
resource management principles and practices. CDB will continue its practice of
unihising conditonalitics in support of sound policy and institutional framework
for development activities. It will provide technical assistance (TA) to BMGs for
the development of policy instruments and strategies. Priority will be given 10
those activities which provide support to CDB financed projects and programimes.

4,10 Specific consideration will be given 1o the following:

- training programmes 1n environmental assessment methodology for
staff in liaison instilutions responsible for the design and execution of
invesiment projects as stated in CDB's Human Resource Develop-
ment Policy;

- field research and baseline studies which will provide information
support for the development of improved environmental and natural
resource policies and the enactment and enforcement of appropriate
legislation and regulations. These include natural resource inven-
tories and plans; and



activiics which aum at improving environmental awareness among the
public and privale sectors and promote greater participation/col-
laboration in cnvironmental policy formulation and implementation.

Finuncing and the Mubilisastion of Financial Resources

411 Asstated in its Directional Plan/Strategy - "CDB to the year 2000°, CDB
will expand its lending operanons 10 the public sector for the financing of projecis
which directly meet environmental objectives.  Specifically, these wall inctude
projecis in water and sanitation and coastal zone management. Natural hazard
and cnvironmental mitigation components of capital projects will continue 1o be
financed

412 Imallhmgsiment projects finanted by CDB, considzration will be given to
the unlisation of technological options which facilitate environmental protection
ang use of renewable resources where these opuions are cost effective; for example,
renewable sources of energy such as solar and hydro electric power and the
empioyment of “best praciice” pollution reduciion lechnology in all its investment
dlllvrlins,

413 Recognsing the inancial constramis faced by most of its BMCs, CDB will
make strong cffors o attract new and additional concessionary fonds from
sulable sounes or fnancing specilic types of environmental projects. It is
envisaged that these special funds will provide financing in the following areas;

- TAfor strergthening netional environmental institutions,

~ large-scale EIAs and miligative components of major capital projects;
and

= TA for réegwonal projects which address problems and issues common
1o the BMCs.

Cooperation and Collaboration.with the Development. Community

4.14  Within the scope of its available financial and staff resources, CDB will
conbinue to promote coordination and collaboration of the BMCs at regiopal and
sub-regional levels among institutions such as CARICOM, the University of the
West [ndies (UWI), and the Organisation of Eastern Caribbean States (OECS).
CDB will also encourage and facilitate greater dialogue with NGQOs, the private
scctor and olher interest groups and increasc contact between its staff and these
groups. CDB will continue with its coordinating of the programming and financ-
ing of ecnvironmental acuvities inl the Region through ils chairmanship of the
Environment Inter-Agency Coordinating Commiliee.

415  CDB will continue 10 build on already established relationships for col-
labaratior and coordinsvion among international agencies such as the World
Bank, Lhe [ner-American Development Bank (1DB), the United Nations agencies,
bilaterals and imernational NGOs active in its BMCs. Wherever the opportunity
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cxists for callaboration and complementarityin the designar.  «ancing of project
activities, CDE will endeavour to participate 1o ensure that the most efficient and
effective use is made of respurces. Projects in research and trainimg are good
examples where collaboration can result in substantial savings,

Public Pacticipation

4.16 CDDPs primary dialogue is with the government authorities of its BMCs,
However, the growlh of environméntal NGOs and Private Voluntary Organisa-
uons (PVOs) acuve in the BMCs represent important and valuable constuuents
for interaction, cooperation and support for achieving success in environmental
management objectives in the BM{Cs.

4,17 CDB will seek 1o intensify its interaction with the NGO community and
wheraver opportunities exist, will collaborate with these organisations within the
limits setl by Bank policy and government policy of its BMCs. CDB may require
as a condiuon of any financing, that the recipient of such {inancing make public
any environmental assessment it has been required to carty gut in accordance with
national legislation.

4.18 A summary of the Envizonmental Policy is set cut at Appendix 3.
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APPENDIX 2

PROJECT CATEGORISATION FOR ENVIRONMENTAL

GENERAL
1.

ASSESSMENT

The purpose of the EIA is to ensure that the development optipns
under consideration are environmentally sound and sustainable, and
that any environmential consequences are recognised at the praoject
identification stage and taken into account in the project design.

Projects/Components will be screened at the identification stage and
assigned to one of the following caleperies, based on the nature,
magnitude and sensitivity of environmental issues:

CATEGORY "A” - EIA is required as the project may have diverse
and significant environmental impacts.

CATEGORY "B" - Limited environmental analysis i3 appropriate as
the project may have narrow enviropmental impacts,

CATEGORY "C" - Environmental analysis is not negessary.
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