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Foreword

The Global Environment Facility Council, established under the Instrument for the Establishment of the
Restructured GEF, first met in July 1994. Since that time, the Council has worked diligently to approve
policies and procedures to enable the GEF to fulfill its unique mission as a financial mechanism for
activities aimed at protecting the global environment. One of the Council's major actions was the
adoption of the GEF Operational Strategy.

When the GEF was restructured after its pilot phase and established as a permanent mechanism,
it was essential to develop a road map to guide its actions and to ensure that its resources would be
utilized cost effectively to maximize global environmental benefits. This operational strategy is such a
road map. It is intended to provide a framework for programmatic cohesiveness and integration among
the many entities that participate in the GEF, including the three Implementing Agencies (UNDP, UNEP
and the World Bank), the Scientific and Technical Advisory Panel (STAP), the GEF Secretariat, and the
international conventions for which the GEF provides operational support and funds for
implementation.

The GEF was created to fulfill a unique niche - that of providing financing for programs and
projects to achieve global environment benefits in four focal areas: biodiversity, climate change,
international waters, and ozone layer depletion - and in land degradation as it relates to these focal
areas.

At the United Nations Conference on Environment and Development (UNCED) in Rio, two
important conventions dealing with biodiversity conservation and climate change were signed,
signaling a new era of environmental treaty making and partnership. These two conventions and the
Montreal Protocol on Substances that Deplete the Ozone Layer recognize that while developing
countries are not responsible for the majority of damage to the global environment, they could become
major contributors in the near future. To secure the participation of developing countries in the
implementation of these conventions, financial resources are to be made available by developed
countries.

To this end, the GEF has emerged as both a facilitator and a funding mechanism for integrating
global environment concerns into the development process and for realizing the goals of these global
environmental conventions, Both the Biodiversity Convention and the Climate Change Convention have
designated the GEF to serve as the financial mechanism of the convention on an interim basis. The
relationship between the GEF and these two conventions is another example of the innovativeness of
both the Facility and international treaty making for purposes of the global environment insofar as the
relationship is designed to ensure a bridge between the goals and aspirations of treaty negotiations and
the implementation of the commitments and objectives of such treaties.

Inaccordance with the provisions of the conventions and the GEF Instrument, the use of GEF
resources for purposes of the conventions is to be in conformity with the policies, program priorities and
eligibility criteria decided by the Conference of the Parties of each of those conventions. The Conference
of the Parties (COP) to the Convention on Biological Diversity at its first meeting (Nassau, Bahamas,
November 28-December 9,1994), approved the policy, strategy, program priorities and eligibility
criteria for access to, and utilization of, financial resources under the Convention's financial mechanism.
Similarly the Conference of the Parties to the UN Framework Convention on Climate Change at its first
meeting (Berlin. Germany, March 2B-April7, 1995) adopted initial guidance on policies, program
priorities and eligibility criteria to be followed by the operating entity or entities of the financial
mechanism. The guidance of both conventions has been fully reflected in the GEF operational strategy.

Although the GEF is not a financial mechanism for the Montreal Protocol. the operational
strategy provides that the GEF operational policies concerning ozone layer depletion will be consistent
with those of the Montreal Protocol and its amendments. For the international waters focal area, there
are numerous relevant international treaties and conventions. These have also been fully taken into
account in this strategy.

The operational strategy was prepared on the basis of consultations and preparatory work of the
GEF Secretariat and the GEF Implementing Agencies. STAP also contributed to the preparation of the
strategy. The secretariats of the international conventions were consulted so as to ensure that the
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strategy .fully integrates the guidance approved by their COPs. The GEF Secretariat also sponsored five
regional consultations in Africa, Asia, Europe, Latin American and North America involving thinkers
and practitioners in the environment and development fields which contributed to the development of
the operational strategy. Finally, the operational strategy was reviewed and revised by the GEF Council
during two of its meetings. The Council approved the strategy at its meeting in October 1995.

What's next? Consistent With the strategy, operational programs will be developed to provide
strategic frameworks for the development of country-driven projects and coordination of GEF activities.
The operational p:t:Ogramswill be implemented through projects in recipient countries. Flexibility will be
an mtegral element of implementing this strategy so that the GEF may respond to changing
circumstances, and may learn from and be responsive to evolving scientific and technical knowledge,
inSights of countries, and guidance of the conventions. The conventions in particular are expected to
provide on-going guidance concerning policies and program priorities. Monitoring and evaluation of
GEF activities will make a particularly iinportant contribution. The GEF's unique mission in the global
environment. requires it to develop programs and projects whose design. although scientifically based,
may.be more mnovative and experimental, than that of regular development projects, making it
particularly important that activities be continuously tracked and results disseminated.

As the GEFmoyes forward in implementing this strategy, every effort will be made to
strengthen its ,capac;ity as a mechanism promoting international cooperationJor the purpose of achieving
global environmental benefits within a framework of national sustainable development.. . . ..

MOHAMED T. EL-AsHRY
eEO and Chairman
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1
POLICY FRAMEwORK

This operatimal strategy has been developed to
guide the Global· Environmental Facility
(GEF) in the preparation of country-driven
initiatives in the GEF's four focal areas:
biodiversity, climate change, international
waters, and ozone layer depletion.t The
issues of land degradation, primarily
desertification and deforestation, as they
relate to each focal area, are also addressed
This strategy will guide the GEF Secretariat
and the three Implementing Agencies (the
United Nations Development Programme,
the UnitEd Nations Fnvinxunsnt Programme,
and the World Bank) in developing work
programs, business plans, and budgets. It
shall also guide the GEF Council in
approving these activities.
This strategy incorporates guidance from

the relevant Conventions for which the GEF
serves as the interim financial mechanism:
the Convention on Biological Diversity
(CBD) and the Framework Convention on
Climate Change (FCCC).2It also establishes
operational guidance for international
waters and ozone activities, the second
being consistent with the Montreal Protocol
on Substances that Deplete the Ozone Layer
and its amendments. Preparation of the
strategy drew on a broad consultative
process.

The first chapter defines the mission of
the GEF, along with the operational
principles on which all activities will be
h1sed It presents the strategi: considerations
of the GEF in fulfilling its mission and

provides the framework that will sequence
its actions. The chapter also indicates how
the GEFwillmaintain the flexibility needed
to respond to .riew developments and
incorporate continuing guidance from the
relevant Conventions and the GEF Council.
Chapters two .through five present the
operational strategy specific· to each of
GEF's four focal areas: biological diversity,
climate change, international waters and
ozone layer depletion. A discussion of the
activities concerning land degradation,
primarily desertification and deforestation,
as they relate to the focal areas, is
integrated into the chapters.

MISSION

The Global Environment Facility (GEF) is a
mechanism for international cooperation for
the purpose of providing .new, and
additional, grant and concessional funding
to meet the agreed incremental costs of
measures to achieve agreed global
environmental benefits in the areas of
biological diversity, climate change,
international waters, and ozone layer
depletion. Land degradation issues,
primarily desertification and deforestation,
as they relate to the four focal areas will
also be addressed. In carrying out its
mission, the GEF will adhere to key
operational principles based on the two
Conventions, the GEF Instrument, and
Council decisions. These principles are
summarized in box 1.1.



BOXl.l, ,
.:Ten Operation.álpnnciples fot DevelopD:iént and Implementation of the GEPs

, . Work Program '
", -, " )

1. For purposes ofthe 'financial mechanisms for the implementation of the Convention
on Biological Diversity and the United Nations Framework Convention on Climate "
Change, theGEF Will function under the guidan& of; '~d be accountable to, the
Cdnferen~e' of the Parties (COPsV For purposes of financing activities in the focal area
of ozone layer depletion, GEF operational policies will be consistent with those of the <

Montreal Protocol on Substances, that Deplete-the Ozone Layer and its amendments. '
, " .\ , l' • ' , ~ • \ ',,'. '.~ , l' '" : • :,': ..,' • . •

2. The GEF Will provide new, and additional, grant and .cóncessional funding to meet
the agreed meremental c,óstSof measures to achieve agreed 'global environmental
benefits. ' " ,,' < "

3. The GEF ~ en~ure the cost-effectiveness of its activities to maximize global
environmental benefits.: '. ï: ,', ':' , " '

4. The GEF will fund projects that' an! country-driven and based onnational priorities
, designed to support sustainable development, asidentified Withiit the context of
,national ptogr~.: '

, 5. The GEF will n\á:ii:ttairfsufflcient flexibility to respond to changing circumstances,
including' evolving guidance {jfthe Conference of the Parties and experience gained
from monitoring and evaluation activities.

6. GEF projects will provide for full-disclosure of allnonconfïdential information.

'7: GEF projects Will provide' for consultation with, and participation as appropriate of,
the beneficiaries, and affected ~oups .of people. '

8. GEF projects Will conform to the eligibility requirements set forth in paragraph 9 of
the GEF Instrument. <

• ,.' #

9. In seeking to ma~ globalenvironmental benefits, the GEF will emphasize its
catalytic role and leverage additional financing from other sources.

10.The GEF will ensure that its programs and projects are monitored and evaluated on
a regular basis.

. .: .
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STRATEGIC CONSIDERATIONS

GEF activities will aim' at maxmuzmg
agreed global environmental benefits in the
areas of biological diversity, climate change,
international waters, and ozone layer
depletion. Land degradation issues,
primarily desertification and deforestation,
as 'they 'relate to th.e four focal areas will
also be, addressed by GEF activities,
particularly in those countries in
Africa experiencing serious drought
and/ or deserttfication, consistent
with the' GEF Instrument' The GEF will
not finance activities in the areas of biodiversity ,
and climate cMnge tha: tip not fully conform to
the guidance from the relevant Conference of the
Parties.

GEF activitie~ will ~ designed so as to:

• Be consistent with national and.. where
appropriate, regional initiatives.

• Strive to ensure sustainability of global
environmental benefits.

, "

• Reduce the risk caused by uncertainty.s

• Complement traditional development '
funding.

• Facilitate effective responses by other
.entities to address globd environmental
issues.

• Be envirollue:dally,socially, and financially
sustainable.

• Avoid transfer of negative environmental
impacts between focal areas.

These strategic considerations are discussed
below.

Be Consistent with National and, Where
Appropriate, Regional Priorities ' ,
GEF activities wiil be consistent with, and
supportive of, the recipient countries' own
actions for sustainable development GEF
programs and projects will be country~
driven (s~ Document GEF/C.4j7, GEF
Project Gycle), and, will' 'be linked with
national, sustainable development efforts;
Public, consultation and efl'a::tive involvement
ofb;al c~mmunities and other, stakeholders
will enhance .the quality,' impact, relevance,
and national ownership of GEF activities.

Regional programs and projects will be
undertaken. in all countries which endorse
them, and CEF financing will only be
provided to those eligible to receive GEF
funding, ,Tl:t,e GEF. will encourage and
strengthen partnerships 10address programs
at the regional level. Global and.
mterregicnal. projects may be funded for:
eligible .recipient countries or "for other
activities promoting the ~purp()ses of the,
Facility.n6Global programs and projects wilf
be designed 10facilitate national-level efforts.
to achieve global environmental benefits.

Ensure the Sustainability of Global
Environmental Benefits . '

GEF activities will be designed to support

• National policies providing adequate
incentives for development paths that
are sound, from a global environmental
perspective, and ámtnbute 10ire effective·
implementation of GEF 01?erations.

• 'Institutional arrangements that are '
supportive of global environmental
protection.

•. Capacity building, human resource'
development and skills ihatareI'f3ESSé:U}'1o
achievegJohdenvironmental objectives.

• Communications and outreach that
promote better public understanding
of the global environment, mobilize

3



people- and commuruties to protect
the global,' environment, and, build
support for'GEF's objectives, strategy,
and programs.

;., '

• 'Public participation' and consultation
With majofgrc,ups (see paragraph 5 of
the Instrument for the Establishment of

'the Restructured Global, Environment
Facility; see"aJ.so'Agenda 21, .Sectiorr Ill;
'''Strengthén-ing the Role of Major
Groups"), local (:o~unities, and other
stakeholde~ .~t: appropria~ stages of
ptqEd~andimplementation~ ,

. • '., ,,; '. 0 " .

ReduCe the Risk Caused by Un~ertainty

Although there is significant, and
continuously evolving knowledge relating
to global environmental' issues, ' scientific
uncertainty is inevitably part of the context
~ which the operátional strategy is set. As
enunciated in Principle 15 of the Rio
Declaration on FnvirÓlIllert and Development;
"lack of full' scientific certainty shall not '00
used as a reason 'for postponing cost-
effective :ni!asures to' prevent environmental
degradation." 1Rve1opjng a diverse portfolio
and 'seeking scientific' and' technolo~cal
advice will 'be 'pursued toreduce the risks
arising from scientific uncertainty. 'Other
means to be pursued include working to
increase: and 'improve environinerital
information 'to support decision-making
and action, and paying particular attention
to monitoring and evaluation on a
programmatic Eve), h:ludirig dissemination of
information on the results of these efforts, so
as to improve subsequent activities . .' '

A diverse portfolio will:

• Involve a range of approaches which
.address the need, for' ongoing
, innovation experil1lerdatiOn, demonstra-
tion, and replicability.

• . Finance programs and projects that
address the underlying causes of

4

global environmental deterioration,
such as economic policy" legal and
social &rues, institutional weaknesses, and
information barriers.

• Finance actions that provide ,lessons
.beyend their immediate impact or
provide long-term sustainable global
benefits, such as reduction in costs of
technologies or demonstration of
alternative, environmentally sound,

, , and viable approaches.

• 'Finance actions that are cost-effective
and catalyze complementary actions
or have a multiplier effect.

• Involve a range of project executors
from the public, non-government,
,and privatesectors.

• c- Finance programs that advance the
: scientific ,!lPd technical capacities in
, recipienj countries to reduce global
environmental threats.

In developing and -managing the portfolio
of activities,· the ,GEF Will seek the best
available scientific' and:"technological advice.
Actions. -for which, the, causes" effects, and
ameliorative' activities' are well established
will be-expedited, ~'scientific, community,
in particular ~e. ,GEF'~' Scientific and
Technical Advisory Panel' (STAP); 'will be
consulted 'routinely. Guidance from the
Conference o{the Parties to the Convention
is expectedito: 'i~ëlU:de, ad vfce and
recommendattons of, fhe. subsidiary
scientific bodies: of the Conventions.?

Increased ''awtir:eiressif?Jd;d' envir~mmental
issues and impróVed environmental information
assist in, .effective decisionmaking and
actions, and ~e necessary first steps in
identifying' global benefits. Funding the
collecttcn and synthesis of -usabls
information, and ensuring its dissemination
among decisionmakers, scientists, and the
general public are important parts of the
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GEF's operational strategy. The GEF will
provide assistance for:

• Fnab1ing activities, indudinf; inventories,
compilation, and ana1ys5 of information;
and appropriate capacity building,
policy analysis, and strategies and
action plans to help illfegtale g10bd
environmental objectives and national
planning and decisionmaking. Such
information also will help countries ill
preparing ~ to ire relevant
Conventions and in developing useful
intercountry or:in1erregionalinformation
bases.

• Capacity building for, among others,
enabling activities, institutional ~
and IatgeIEd Iesemdl, including analysis
and applicationof relevant information.

• Information dissemination and
networking among, and within,
countries to help inform ds:isionma1.dng
on policies, institutiónal arrangements,
:investmentc:hoices,resource managerrv:nt
and ire application of environmentally
sound 1B:imo1ogies.: Systematic sharing
and documentation of activities and
experiences. to protect the global
environment is inqxulallt in addressing
the link retwa:n ire global environment
and national sustainable development
progtaIltS.

• Building public awareness in order
to ensure public participation' and:
consultation' with stakeholders . at
appropriate stages of the project
cycle.8

Monitoring and evaluation play' an
especially important role in the GEF for, a
number of reasons .: First, the GEF's' new
and unique mission in ireglobal environment
requires it to develop strategies and projects
whose designs, although sdentifically based,
may be more innovative or experimental

than those of regular development projects.
Second, ,the, GEF is pioneering new
institutional . relationships among the
Bretton W~ods and United, Nations
agencies in partnership with the participant
countries, international a:II\Va\tioos,'l"D:)g, and .
other organizations. Thh-d,' the emphasis in
the early Péirl of the GEF, project cycle on
"casting the net.widely" 'and the dynamic
process. of., developing operational
programs place a premium on continuous
learning and improv:em=nt.As a consequerce,
the GEF, will' eIllphas~ the quality of
monitoring' and evaluation . systems and
ensure that. their findings' are disseminated
widely. In preparing operational programs
consistent with the', operational strategy, a
project .framework ,approach .will' be
adopted fl.l~twill allow the GEF -to monitor
and track progr~,ss in hllfillirtg its -mission, '

.: ,

Complement>: Ttaditlonal .. Devdopment
Funding ','

J. ,

The GEF.proyides new and additional grant
and .concessïonal nmdiitg to' meer. ,the
agreed, incremental 'costs Of measures. to
achieve '. agreed < .gl<?bal '~vh-onm~tal
benefits (see paragraph 2 of the 'Instrument
for the Establishment of the Restructured Global
-enviTonm~rit . '_Fa:cility "~ Dccunutt GEF I
C.2/6/Rev/1", "Incremental .~Costs 'arid
FinancÏ!1g" Mo,d~~e~"). ,'.This principle,
articulated in, the Conventions on biological
divers,iW ah.d,o~cwnaie change, andin the
CEF ,rhstrJ1me~f;': has' two Important
rantificati()lls With regard .tofinancing; ,

: .. ' .• ' , .,:<. ;" . •

.' GÊP.furtd41g ~hould be.used only for
. ~leital: m;tS_., Actims by individual
countries . 'to "aclrieve .:sustainable
development at the national level can

. be complemented and supplemented
.by, other efforts" aimed' at securing
global envïronmental benefits. Efforts
to 'senJre' global envtronmental ,bêIiefits
may impose additional costs (i.~.,
incremental costs) on countnes
beyond' the cos~ of achieving national

s



development goals. In estimating
incremental costs, the GEF will follow
the. approach approved by the
Coun~.9" Jz:t .approving tlte approach
to estimating incremental costs, the
Council recognized the need for its
flexible .application, 'including the
Idicn of "envitamsdal reasonableness"
as a gui<iing _pI'Ïncjple 'so .as not to,
penalize progressive environmental
action ~ recipientcountries, '

.' ' '

• The GEF, should .ascertain that its
resources ,.are .applied as ,new and
additional funding, not substitutes for,
regular sources of development
finance. The principle that GEF funds
will be .addipon,al' to the. funds
required .'for national sustainable
development helps to .ensure that
scarce resources are not diverted from
development. ~ancing and tomaximize
global impact of GEl" resources. The
GEF will not, provide budgetary
financing for. the staff or activities of
mtemational ,organizations or other
irtIernatD1al-bodies, .to fulfill their own
mandates, even those concerned with

..'the global environment, .

Facilitate Effective' Responses by Other
Entities'to Address Global Environmental
Issues
The GEF will" promote and encourage
actions to benefit the' global' environment
beyond, those it'directly funds: ". .

• Through integration. óf GEF work
programs with the. regular programs
of the three Implementing Agencies,
GEF resources will complement the
funds and assistance' they provide to
recipient countries. The Implementing
Agencies will, in turn, finance and/ or
help mobilize firiartcing to meet the
non-incremental costs of GEF projects.

.' ..... ".

6

• 'Through outrea:h 10 not criy govamrstl9,
but aha 10 ~ OIgatliz.atior&
and the .private soctor, the GEF will
. encourage broad actions to protect
the global environment.

• The GEF will selectively promote
projects that would normally be
~. part of an "environmentally
reasonable baseline", Insudtcages, theGEF
may facilita1einformation dissemination,
advice and other sources of financing.w
For projects that provide either
lessons. beyond their immediate
impact or long-term sustainable
global benefits, the GEF will help the
countries to reduce initial financial
risks, remove barriers and meet
transaction costs, or build markets to
an extent that lowers future costs for
further application of measures of the
same type.

• The GEF will actively encourage
b1a1eraJ, regional, and other mu1tiIateral
mganizations and foundations 10 cxntnbufe 10
or cofinance ,activities to address
global environmental objectives .

• The GEF will leverage additional
financing through collaboration with
the private sector.U

• The GEF will support innovative
financing approaches to ensure that
recurrent costs of funded activities are
met without continued GEF support.u

• The GEF will examine the role it
might play in facilitating and
promoting international
cooperation, thereby leveraging GEF

, financing to addressglobUmvirotmsdal
olj:dives inamultixnmhy and
multiactor context.



Be EnvIronnertaIly, SodalJy, and FinanciJlIIy
SusI:Jlinab1e -

The focus of CEF activities will concern
long-term measures. Such measures, if they
are to be part of a long-term solution, will
have to be environmentally and socially
sustainable, and not merely benign forms of
current, but unsustainable, activities.
Furthermore, the measures will need to be
financially sustainable. Individual projects
are financially sustainable if their design
includes 'a means of ensuring a stable long-
term source of funding for recurrent costs.
Programs are financially sustainable if the
initial CEF support reduces financial risk,
overcomes transaction barriers, or builds
markets to an extent that lowers future
costs for measures of the same type.

Avoid Transfer of Negative Environmental
Impacts Between FocalAreas
In preparing GEF ptoj:rts, 1he Implementing
Agencies will oonsider potential environmental
effects in other focal areas. All efforts will
be made to design projects that are
consistent with the operational strategies of
the other focal areas and avoid negative
impacts in focal areas outside of the focus
of the project.

PROGRAMMING OF GEF OPERATIONS

In view of the CEF's limited resources and
the finite capacities of recipient countries
and Implementing Agencies to program
activities at any given time, the CEF must
structure and sequence activities to best
achieve global environmental objectives."
The sequencing of CEF tasks will be a
dynamic process, shaped in, part by the
evolving nature of guidance from the
relevant Conventions and the increased
capacity for program development.

CEF operations will be programmed in
three broad, interrelated categories:

• Operational programs

• Enabling activities

• Short-term response measures.

Operational Programs !'

An operational program is il conceptual
and planning framework 'for "the 'design,
Implementation, and co~rc.t.ihatió~:o£.a,set of
pq,..1s to élIftEve it. g1óbd erivironmental
objective in a particular focal area. It
organizes the development of country-
driven projects' and ensures' systematic
coordination 'bêtweeri 'the 'Implementing
Agencies and other actors.' , ' ',' '

In the, focal areas of biological diversity
and climate change, operatiorial pto grams
will be developed' in accordance with the
pro grain priorities' approved 'by the
~ , 'of '1he Parties' to 1he 'Conváttions.
Intemationál 'Waters' programs Will be
developed iri accordance' with' theévolving
program' priorities' determined by the
Council. There will be no 'operational
programs for the focal area' conc~ming
ozone layer depletion. ActiVities'" in this
focal area will be focused on short-term
response measures and enabling activities
consistent with the Montreal Protocol on
Substances that" Deplete' the ,Ozone' Layer-
and its amendments.." Country-driven'
project concepts and advice of the Scientific
and Technical Advisory ,Panel (STAP) Will
also contribute to the, 'identification and
development of operational programs, : ' c'

Each operational program will be
deserfbed in ,a short. reference .document
prepared by the CEF that takes into account
the advice of 'STAP and builds on
appropriate environmental, economic, and
technical assessments" and strategies. The
operational program dOfument~: '

, • Clarify,' the .program ,qbj~tiv;~ ,(for
examp~ spEdfy a~, teclut01,?'gy, type
of measure, or SIte-specific 'ecosystem)

i



• Relate_the operational program to
relevant Convention guidance where
appropriate

• Relate the operational program to
relevant past and ongoing work of other
organizations

• Set out the likely scope of the activities
in terms of geographical distribution,
til:m~andfinan::ialrequirements '

• Set out the means by which, the
1mpSnenting.Agen:Es will. coordinate their
efforts within the GEF and with their
regular programs.

• Descnbe ihe expected roe of investment
c:apacity ~ mab1ing édivities, tErlulbal
assistance, and targeted research

• How the sustainability and replicability
of the measures supported will be
ensured

• In::lude assessment of cost effectiveness
and incremental costs' to maximize
global environmental benefits

• Describe how the program will be
monitored and evaluated

The objectives of operational programs will
be met through the development and
implementation' of projects in recipient
countries. Operational programs will 'be
matched with country-driven project
opportunities and priorities. Many country-
driven project opportunities in support of
the objectives of an operational program are
likely to be included in national strategies
and action plans. As project ideas and
concepts are initially explored, one
consideration will be whether the project
idea contnbutes to the objectives of an
operational program.

8

Country-driven project concepts may emerge
for which an immediate matching with il

GEF operational program does not exist
These concepts will be explored further to
determine whether they provide a basis for
a new operational program. Flexibility will
be an integral element of this strategy so
that the GEF may learn from and be
responsive to the, strategic insights of
recipient countries, The Council, the
Conventions, an,d, STAP will provide
important guidance in the ongoing process
of developing operational programs.
Promising project concepts outside the
framework of an operational program may
be considered forsupport under short-term
response measures. Consideration of
individual project concepts outside the
framework of an operational program will
be guided principally by the urgency of
action and cost-effectiveness in relation to
the GEF's mission.

On the basis of guidance from the
Conventions, extensive consultations, and
technical and scientific review, 10 initial
operational programs are proposed, see box
1.2. Chapters two through five provide
further elaboration.



Boxl.2
INmAL OPERATIONAL PROGRAMS

Arid and semi-arid ecosystems
Coastal, marine, and freshwater ecosystems (including
wetlands)
Forest ecosystems
Mountain ecosystems
Removing barriers to energy conservation and energy
efficiency
Promoting the adoption of renewable energy by
removing barriers and reducing implementation costs
Reducing the long-term costs of low greenhouse gas-
emitting energy technologies .
Waterbody-based program
Integrated land and water Multiple FocalArea
Contaminant-based program .

1. Biodiversity:
2. Biodiversity:

3. Biodiversity:
4. Biodiversity:
5.: Climate change:

6. Climate change:

7. Climate change:

8. International waters:
9. International waters:
10. International waters:

Note: In the focal area of ozone layer depletion, all activities are discussed in the sections on
enabling activities and short-term response measures.

Enabling Activities
Enabling activities which include
inventories, compilation of information,
policy analysis, and strategies and action
plans - represent a basic building block of
GEF assistance to countries. They either are
a IIlei1[\5 af fu16IIing essential communication
requirements to a Convention, provide a
basic and essential level of information to
enable policy and strategic decisions to be
made, or assist planning that identifies
priority activities within a country.
Countries thus enabled will have the ability
to formulate and direct sectoral and
economywide programs to address global
environmental problems through a cost-
effective approach within the context of
national sustainable development efforts.
Enabling activities will normally qualify for
full cost funding when they are directly
related to agreed global environmental
benefits and. consislentwith ft-e Convention's
guidance.tê

Enabling activities will include
preparation of a plan, strategy, or program
to fulfill commitments under a relevant
Convention and preparation of a national
communication to a relevant Convention, . I

where appropriate.14
Operational guidelines and criteria will

be developed for these enabling activities in
order to clarify the basis of possible GEF
support, its complementarity to past and
ongoing support, and its focus on the task
of preparing a particular strategy, plan,
program, ar communication. The guidelines
will also set out the scope, sequence; depth,
frequency, and. rost norms for the envisaged
components of such support.

Short- Term Response Measures
Although the large majority of GEF
activities will contribute directly to
operational programs or enabling activities,
some projects that are unrelated to either of

9



these two categories will be of sufficiently
'high priority that they may be considered
for financing. Such projects would not be
expected to yield significant strategic or,
programmatic benefits as in the ,case of
operational programs, but they would 'yield
short-term benefits at a low cost. For
example, climate change projects aimed
solely at reducing the net emissions of
greenhouse gases or urgent measures to
.cpnserve an extremely endangered sp;ecies,
.may be considered under ,this ,category.,
-Criteria for selectfo:n of short-term.response
.measures ineach focal area are included in
.chapters twó through five.

; . ,. ,; .. '

.. ,

",' .

10

CONCLUSION'

The Council will review a three-year
..business plan and an administrative. budget
oh an annual basis. The business plan will
provide information 'On existing operational
programs, programs under development,
and proposals for new programs. Proposals
for new programs may emerge as a result
of guidance from the relevant Conventions
and the Council, new project concepts, or
the advice of .STAP., In exercising its
oversight- and, policy functions, the Council
will be fully informed of the activities of the
Secretariat arid the Implementing Agencies
in developing and implementing the

.'operational programs, enabling activities,
and short-term response measures.



.. ' ;1. The Instrumentfor the Establishment of the Restructured Global Environment Facility'states that the CEF
will provide flgrant and concessional funding to meet the agreed incremental costs otmeasures to
..achieve agreed g1obal,e~~nmental benefits in the following focal areas: .

e .biological divE!;rsity;
,. climate changE!;.,.. .
. • mtemational waters; and
• ozone lAyer'depletion. '

.' .
..,' !

..',

2 'Paragraph 6 of the Instrumentfor the Establishment of the RestruCtUred Globai Environitie,:,t F_acility provides
that "the GEF shall be available to corttinue to Serve for the purposes of the finandal :iruidumism of [the
'Conventiori on Biological DiversitY and the United Nations FraméworkConventionon Clónate Clwlge] if it is
requested to do so by their ·Conferences of the Parties. n The first meeting of the eonfureitce of the Parties to
th.e. Conventio~ on Biological Diversity requested that the GEF "continua to serve as ~ institutional structure
to. operate the' ~dal m~ .under the. Convention on an interim basis. n The first meeting of the
.Con£ereiice of ~ Parties to the United Nations Framework Convention on Climate Change requested that the
'GEF "continue, on an interim basis, to be the international entity entrusted with the operation of the finandal

echanism" . . .m .

3 "Conferences of the Parties" refers to the Conference of the Parties estab1ished in Article 7 of the
Convention on Biological Diversity and the Conference of the Parties estab1ished in Article 23 of the U.N.
Framework Conventionon Climate Change.

4 Document CEF/C.3/B, endorsed by the Coundl at its third. meeting, outlines GEF activities that are
consistent with the objective of the UN Convention to Combat Deserti£ication. and it provides useful thinking
on integrating land degradation into GEF focal area activities.

5 Risk occurs at four levels in the GEF portfolio:

• First, there is the normal commerdal and technical risk associated with any development
.project. Such risks are addressed through appropriate project design. insurance, and
guarantee schemes in the normal course of project development .

• Second, the recipient may experience an additional project risk as a result of opting for a
measure that also protects the global environment. For example, there may be increased
tedmical risk when a new renewable energy technology is used as a substitute for a .familiar
fossil-fuel technology. Such an additional risk is specifically attributable to the GEF
involvement and should be addressed by appropriate project design (additional capacity
building to manage new systems, recurrent disbursements made on monitored :increm.éntal
costs, or reimbursement for the increased costs of insurance).

• Third, in some projects the expected global environmental benefits may not materialize or
may not be incremental. For example, the GEF may pay the incremental costs of protecting a
wetland from development activities in the expectation that this will provide cost-effective
protection for the wetland's biodiversity, only to discover many years later that the project
agreement had been breached and the wetland drained for an alternative economic use.

Finally, the GEF runs a portfolio risk in that the measures it has adopted may not prove
to be the best or most effective in meeting its overall objectives. For example, if all of the
GEF's resources for climate change were devoted to one or two very specific
technologies that were expected to reduce greenhouse gases very effectively in the long
term, and these technologies failed to become finandally self-sustaining as expected, the
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entire portfolio in climate change would have failed. This type of risk is best handled by
having a diverse portfolio. There is a trade-off between the diversity of programs (which
reduces portfolio risk) and the strategic concentration of resources within each program
(where .synergy and scale can increase the chances of market take-off for alternatives
and their integration with sustainable development). , :',.~., .

6 Paragraph 9(b) of the Instrument for Jhe Establishment of the Restructured Global Environment Fiu:ility states:
"All other GEF grants shallbé made avaïlable to eligible recipient counbies and, where appropriate, for other
activities promoting the purposes 'of the Facility in accordance with this paragraph' and any additional
eligibility criteria.'4e~d by the Councïl"; The Small Grants Programme is ,an example of a global
program that is an ~activitypromoting tile purposes of the Facility.~

7 The role of t;ile'Scientific and Téchrdcal Advisory Panel is defined in the' STAP terms of reference
approved by the CbuitdJ, Docwnent CEFjC.6jIrif.7, "STAPTerms of Reference".

8 Inlight of CoUncil guidance ort this matter, the Secretariat will prepare for consïderation by thé Council at
its meeting in Aprill9% a proposal for a'GEF policy on public involvement '

9 This approach is described in Document GEFjC.2j 6/Rev.2 as amended by the Conndl at jts meeting in
Mayl99S. " .,

10 Paragraph 9(c) of the Instrument provides that "GEF concessional finandng in a form other, than grants
that is made available within the .framework of the financial mechanism. of the conventions Iclerred to in
paragraph 6 shall be in conformity with eligibility criteria decided by the Conference 'of the Parties of each
convention, as provided under the arrangements or agreements referred to in paragraph 27. GEF coricessional
financing. in a form. other than grants may also,be made available outside those frameworks on terms to be
determined by the Councïl," .

11 See paragraph 28 of the Instrument. An information paper on how the GEF may best promote private
sector activities was presented to the Council for comment in October 1995. " '

12 A policy paper on financial policy, including financing modalitïes,' will be considered.by the Council in
Aprill996. '

13 The term. 'enabling activities' has been defined in the context of the guidance to the GEF from the
Conference of the Parties to the Framework Convention on Climate Change. ,The concept can usefully be
extended to the biodiversity and ozone layer depletion focal areas. '

14 The scope of work in biodiversity and climate change will be in accordance with the guidance of
the respective Conference of the Parties and will continue to evolve as such guidance is developed by
the Parties.
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2
BIOLOGICAL DIVERSITY

Biodiversity is a source of significant
economic, aesthetic, health, and cultural
benefits, which form, the foundation for
susIainsb1e development. Although estimates
vary,l there is general scientific consensus
that the world is becoming less biologically
diverse :in terms of genes, species, and
ecosystems. However, the role of biological
diversity in the sustainable functioning of
the biosphere is not well understood. There
is little undestanding of the social, economic,
or ecosystemic consequences of a less
biologically diverse world, and scientific
knowledge is limited. Scientists estimate
that less than 15 percent of all species have
been descnbed.

Rapid loss of biodiversity poses a global
threat to human well-being. The scale of
human impacts on biological diversity is
increasing exponentially, .primarily because
of worldwide patterns of consumption,
production, and trade; agricultural, industrial,
and settlements deve1opm:nt and population
growth.

Biodiversity is not equally distributed
throughout the world. 2Rates of biodiversity
loss vary ac:rcH; ecosystems, and ecosystems
vary in their level of species richness. For
example, tropical ecosystems are estimated
to house between 50 and 90 percent of total
species.3 Neither, the economic nor the
ecosystemic value of biodiversity resources
is well understood. In particular, there is
insufficient knowBlge of the interdependence
of species within ecosystems and the
impact of the extinction of one species on
others. Reducing the rate of biodiversity
loss and conserving existing biodiversity as
a basis of sustainable development remain
major global challenges.

Adoption of the Convention on
Biological Diversity (CBO) as an instrument

to address biodiversity 'conservation and
sustainable use' recognizes the intrinsic
value of biological diversity and its
importance fur ihe evolution and sustenance
of life support systems of the biosphere.
The CBO expresses the Parties' concern that
biological' diversity is being significantly
reduced by certain human activities and
notes that it is vital "to anticipate, prevent
and attack the causes' of significant
reduction or loss of biological diversity at
source. n4 The CBO also' states that "where
there is a threat of significant reduction or
loss of biological diversity, lack of, full
scientific certainty should not be used as a
reason for postponing measures to avoid or
minimize such a threat. ns.

The GEF operates as a mechanism for
international cooperation for the purpose of
providing new and additional grant and
concessional funding tb meet the agreed
incremental costs of measures to achieve
'agreed global environmental benefits in
biological diversity. Global environmental
benefits obtained. under the CBO include
reduced risks of global biodiversity loss, the
enhanced protection of ecosystems and the
species they contain, .and increased
sustainability in the. use of biodiversity
components.

The GEF's objectives in biological
diversity derive from the objectives of the
CBD: "the conservation of biological
diversity, the sustainable use of its
components and the fair and equitable
sharing of the benefits arising out of the
utilization of genetic resources, including
by appropriate access to genetic resources
and by appropriate transfer of relevant
technologies, taking into account all, rights
over those resources and to technologies,
and by appropriate funding."6 All GEF



funded activities concerning biodiversity
Will hem full conformity With the guidance
provided by the Conference of the. Parties
to the Convention on BiologicalDiversity.

" .

CONVENTION Gl:JIDANc;E

The GEF operational strategy in biological
diversity incorporates the policy guidance
of the COP to the CBD. All GEF-funded
activities' in· biodiversity will be in full
conformity with· the' guidance provided by
theCOP to the CJ3D.

Convention context" The COP designated
the GEF' to serve as the institutional
structure tooperate the financial mechanism
of the CBD on an interim basis.? At' its first
meeting, the COP provided the GEF with
guidance on policy', strategy, program
priorities, and, eligibility criteria, included in
the :appendix to this chapter.ê 9'Jhis
operational strategy.is fully consistent with
the Convention' guidance, .

'," .t

Non~Convention context Only developing-
country parties are eligible' to receive
funding 'through the financial mechanism
c;»fthe Convention: When the GEF provides
assistance outside the financial mechanism,
if will ensure that such assistance is fully
consistent with the guidance provided' by
the COP to the CBD.

S'lRATEGIC CONSIDERATIONS

The main strategic considerations guiding
GEF-financed activities to secure global
biodiversity benefits are: (a) integration of
the conservation and sustainable use of
biodiversity within ,t national and, as
appropriate, subregional and regimial' sustainable
development plans and policies; (b) helping
to protect and·· susteinably manage
ecosystems through targeted and cost-
effective' interventions; '(c) integration of
efforts to achieve global benefits :in other
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focal areas, where feasible, and in the cross-
sectoral area of land degradation, primarily
desertification anddeCorestaticn; (d) devebpment
of a portfolio that en:x:uIIpassES representative
amystEm9 af g10bd biódiversity significance;
and (e) that GEF actiVitieswill be targeted
and .designed to help recipient countries
achieve agreed biodiversity objectives in
strategic and cost-effective ways.

Sustainable achievement of global
biodiversity benefits will greatly depend on
the extent to which GEF activities are
country-driven; respond to programs of
national priority. and that fulfill the
obligations of .the. Convention;, and are
related to appropriate national policy
frameworks and plans af secteral economic,
and social development

Where feasible and cost-effective,
activities will he designed to contribute to
global environmental benefits in other focal
areas and' in the cross-sectoral area of land
degradation, For example, actions to
sequester carbon and minimize land
degradation may offer opportunities for
biodiversity conservation, and international
waters activities may offer opportunities for
in1egratingaquatX:biodiversity'components.1o

Land Degradation

Dryland ecosystems contain a significant
endowment of plant and animal. species
and display high habitat diversity. These
are under Severe periodic ,.droughts which
affect them and their resources. Dryland
species exlubitnotably restrictive geographical
ranges and high endemism and have a
wide range of morphological, physical, and
chemical adaptations' to their harsh
environment. Drylands also are the center
of origin of many important food crops (for
example, wild wheat, lentil, barley, olive,
and pistachio); are a source of important
commercial and industrial products .(for
example, gums, resins, waxes, oils, and
biocides); and provide critical habitat for
wildlife and, ecosystem diversity. Forests



harbor biodiversity; .and deforestation
through agricultural expansion, urban
expansion, unsustainable direct extraction,
and fuelwood collection, for example,
causes land degradation and biodiversity
loss. The GEF will furd activities addressing
land degradation issues as they relate to
biodiversity issues that

• Protect biodiversity and promote
sustainable use in arid, semi-arid and
mediterranean-type ecosystems.

• Prevent deforestation and promote
sustainable use and sustainable management
of forests or forested areas in order to
conserve their biodiversity.

Portfolio Considerations
A portfolio that provides for a high level of
representativeness of global ecosystems
will be developed.Plt is difficult to define a
precise sampling technique that would
provide for a globally representative
biodiversity portfolio because there is
uncertainty about the level of species
richness and its value within ecosystems;
and relationships between ecosystems are
uncertain. Therefore, a portfolio will be
developed from a broadly representative
base of globally important ecosystems
including their habitats, while recognizing
the potential importance of particular
species and endemism-rich ecosystems.P
Within representative e::osystems, particular
attention will be given to the degree of
threat (for example, for coastal and marine
resources), level of vulnerability (for
example, for arid and semi-arid areas,
mountain regions, and freshwater systems),
and priority status at national and regional
levels. 1314 15

The GEF's biodiversity operations will
be programmed in three categories: (a)
opaational progtarns for long-term protection
and sustainable use of biodiversity, where
1hebulk of GEF funding will be concentrated;

(b) enabling a:tivities, prepared and scheduled
in accordance with operational criteria; and
(c) short-term response measures that offer
cost-effective opportunities to conserve an4
sustainably manage biodiversity. All GEP-· .
financed biodiversity activities. will promote
the use of local and regional expertise.

OPERATIONAL PROGRAMS

The GEF will develop operational programs
based on ecosystems (including species and
genes). There are compelling scientific
IaBJ:1S for acidre!mlg biodiVB'Sity management
within the framework of ecosystems.
Ecosystem management allows the
integration of scientific knowledge of
ecological relationships with that óf
sociopolitical conditions and values to
achieve biodiversity protection and
sustainable management. .The ecosystem
approach .also permits the management. of
biodiversity by taking into account the
interrelationships among its components,
irrluding species and gene pools. Protection
and sustainable management of ecosystems
require a. long-term commitment and a
range of coordinated policy program and
project interventions a~a, national level, a·
regional level, or both, as well as successful
integration into the wider economic, social;
and cultural contexts.

Operational programs for long-term
biodiversity protection and sustainable use
will be initially developed for arid and
semi-arid ecosystems; .coastal, marine, and
freshwater ecosystems; forest ecosystems;
and mountain ecosystems.

These ecosystems were selected ÏJ;\ full
conformity with the COP guidance, and
based on criteria of .species diversity,
endemism, and degree of threat. They take
into account the considerations of:

• Making systemm: progteiS in securing
global biodiversity objectives on the
basis of a set of representative and
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complementary ecosystems of global
biodiversity significance.

• .Prcvidmg a practical organizing
framework for the design and
implementation of cohesive systems of
national actions involving coordinatiori
of international, intersectóral, and
interagency ,activities to achieve agreed
global biodiversity benefits.

• Providing a basis for the further
development of synergistic activities',
that will yëd stIategi::and programmatic
impacts.

• Providing a 'workable basis for
programmatic m.onitoring and
evaluation of the effectiveness of GEF's
,biodiversity activities.

Additional operational programs could be
developed for other ~ in conformity
with the guidance of the COP to the CBD.

Arid and Semi-Arid EcosYstems ,

Activities in this operational program will
focus on the conservation and sustainable
use of endemic biodiversity in the dryland
ecosystems including grasslands, primarily
in Africa, and in mediterranean-type
ecosystems, where biodiversity is threatened
by increased pressure from more intensified
land use, drought, and desertification, often
leading to land degradation. GEF-financed
activities will emphasize the prevention
and control of land degradation through
development of sustainable use methods
for biodiversity conservation, including the
management of freshwater systems, in
countries experien:ing serious 1and degradation.
Activities will demonstrate integrated
approaches 10theanavaticn of representative
natural habitats and ecosystems through
effective systems of conservation areas,
including protected areas, introduction of
sustainable land use systems, and strategic
interventions to rehabilitate degraded areas.
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Special attention, will be given to the
demonstration and app1i:atian of techniques,
tools, and methods to conserve traditional
crops and animal species in their original
habitats. {" ',-

Coasta.tMatiner andFn5hwaler F.,cagysIl!ms

Activities in this operational program will
concentrate on the eonservatten and
sustainable use of biodiversity in the
coastal, wetland, mangrove, estuarine,
marine, 'and, freshwater ecosystems. Projects
will involve integrated approaches to
coastal area development and lakes and
rivers management, and will strengthen the
network of conservation areas, including
protected areas, to' conserve coastal, marine,
and freshwater biodiversity. The needs of
tropical island ecosystems will receive
particular attention. Several activities in this
program will be imp1emented in conjunction
with the international waters focal area and
will involve international cooperation at the
regional level.P

Forest Ecosystems

Activities ,in this operational program will
involve theestab1iWnent and strengthening of
systems of conservation areas, including
protected areas, and demonstration and
development of sustainable Use methods in
forestry ac; part of inlegl'atalland management
in agricultural and, forest 'landscapes,
focusing primarily on tropi::al and temperate
forest ecosystems areas at risk. Particular
attention will be given to demonstration
and application of techniques to conserve
wild relatives of domesticated plants and
animals for the sustainable use of
biodiversity, conservation of areas of
inqxntaru: for migratmy spEries, strengthening
of conservation area networks, and
development of sustainable use methods in
forestry. Regional projects involving
international cooperation will also be
supported. Sizable funds, from' sources



other than the GEF (e.g., multilateral,
bilateral, and NGOs) are currently devoted
to protection and management or forest
ecosystems. GEF funds will complement
ongoing efforts, as appropriate, and help to
scale up and replicate successful initiatives
focusing on global objectives, promote best
practices, and help design and implement
cohesive programmatic approaches.

Mountain Ecosystems
Activities in this operational program will
initially address the conservation and
sustainable use of biodiversity areas under
increasing human pressure and imminent
threat of degradation, including the
Mesoamerican, Andean, East African, and
Himalayan regions and the mountainous
regions of the Indochina peninsula, and
tropical islands. Through these activities,
the GEF will seek to establish sustainable
land use practices on mountain slopes in
order to protect representative habitats and
strengthen the network of representative
conservation areas in the alpine, mountain
grassland, montane forest zones, and
freshwater systems. Activities that link
mountain ecosystems with lowland
ecosystems through corridors and those
that demonstrate and apply best practices
for integrated landscape management will
be included. Regional activities involving
cooperative management of chains of
mountains, river basins, and watersheds
will also receive support.

Considerations in Developing Operational
Programs

Within the framework of each operational
program, country-driven, site-specific
activities will be developed. These will be
based both on information from country-
level or regionally based acti~ties currently
underway or planned, and on key strategic
and policy issues involved in protecting
and sustainably managing the ecosystem at

the particular site. Each operational
program will identify key. actions to be
undertaken on the basis of country-based
information and dialogue. Each operational
program will define how the Implementing
Agencies will coordinate their efforts both
in managing GEF activities and in seeking
sufficient funds and opportunities to
support the objectives of the operational
program through their regular programs e , "

Each operational program will provide a
framework for establishing. an appropriate
balance. among institutional. strengthening
(including technical assistance), investment,
and targeted research. Specific activities
will differ depending on the ecosystems
concerned and site-specific conditions.

Each operational program will
encompass, in an integrated manner, two
types of measures that are central to
biodiversity: (a) long-term protection and
(b) sustainable use. Other considerations
that will guide the development of activities
:ineach operational program, as appropriate,
are: (c) underlying causes and policies, (d)
stakeholder involvement, and (e) targeted
research.

Biodiversity conseroation.: activities. Initial
emphasis of operational programs will be
placed on in situ activities \\1Ïthin and
adjacent to conservation areas, including
designated areas of biological importance.
Representativeness and complementarity of
ecosystems will be sought. These efforts
will take into account national priority
areas identified pursuant to Article 7 of the
Convention, as well as scientific assessments
completed underother:intematianal conventions
or international programs on the subject.17
However, countries may seek assistance to
demarcate, identify, and conserve other
potentially important biodiversity reserves,
including significant cultural heritage
elements.

Conservation activiIies will be comprised
of direct management interventions,
planning of resource use as well as
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promotion of sustainable,' development
alternatives to érisure that livelihoods can
be secured, in and around the protected
'areas. Activities Will seek' to incorporate
protected areas' into larger landscapes or
Seascapes. In addition, attention will be
given to integrated conservation and
development projects to avoid creating
"magnetsn for immigration in buffer zones
and exacerbating threats to biodiversity in
the protected areas.

Activities Within the framework of
operational programs to secure long-term
biodiversity protection will include:

• Demarcating, gazetting, strengthening,
and expanding of protected areas

'. Establishing 1ong-1erm funding medienisms
for long-term biodiversity protection,
including trust funds, 10 ensure provision
for recurrent costs

• 'Developing integrated' conservation
and development projects around
,protected areas

• Creating participatory schemes' for
,natural resource management, '
including that of buffer zones, by local .
communities, indigenous groups, artd
other sectors of society, consistent
wi th biodiversity conservation and'
sustainable, use

• Developing derrionstration projects ,lirtked'
, to alternative livelihoods for local' and
indigenous communities

• Applying te:h'nology(such as geographical '
information systems) for' biological:
m~ rapid assessment, impact
measurement,' and gap analysis' in
integrated planning arid managerrett. of
designated conservation areas, including
protected areas
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'•. Support' training ,for staff in
government· agencies responsible for
protected area management

Sustainable use of liiodiversity. The success
of biodiversity conservation efforts will
depend on how well the overall landscape
is managed. It is simply not possible to
conserve all species in a region by using
conservation areas' ',. alone. Biodiversity
conservation and sustainable use must also
be achieved outside the designated
conservation areas,' including ,protected
areas, 'and must be integrated into' the
management' of the natural and modified
surrounding areas. A range of uses is
possible - from full protection on strict
reserves through various forms of multiple
use, With conservation easements,' to full-
scale use such as intensive agriculture,
forestry, livestock production, and urban
development. Restoration and rehabilitation
of unique habitats under threat in areas of
high' diversity or endemism will also
contribute to conservation and sustainable
use. Activities that involve biódiversity
management within the productive sectors
of an economy are likely to lead to long-
term sustainability because they will help
address the undedying causes of biodiversity
loss. Several sectors,' such as forestry,
agriculture, fisheries, and tourism draw
upon biodiversity assets.

Incremental costs, of activities for
conservation and sustainable use of
biological resources will be developed
frameworks and within the within national
policy - and regulatory context of the
operational programs. They will-include:

• Integration of biodiversity conservation
and sustainable use objectives into'
land use and resource use maliagement
plans

• Establishment of regulatory fraIreWorks
and incentive systems to minimize" the'



harmful impact of economic activities
on natural resource use

• Facilitation of access to, transfer of, and
cooperation for joint. development of
technology for sustainable
management and use of biodiversity
resources

• Promotion of sustainable production
and .use of natural products, such as
nontimber forest products, wild
relatives of domestjca1EdspEdes, and
. agrobiodiversity-relatedproducts,including
the development and imp1ementation of
sus!ainab1e harvesting and marketing
regimes

• Deve10pment of enviIa:unelllallysustainable,
nature-based tourism

• Participatory schemes for sustainable
natural resourcemanagement including
that ofbufferzones, by local communities,
indigenous groups, and other sectors
of society

",', ':'l .•

.• Integrated pilot projects to provide
alternative livelihoods to communities,
consistent with biodiversityconservation,
and sustainable use

Sustainable use of biological resources is a
prerequisite for 1heir long-tErm conservation.
However, in most cases, it is not possible to
accurately predict the impacts on
ecosystems, habitats, species, or genepools
of innovative approaches to conservation
and sustainable use of biodiversity. In
addition, the risks of introducing perverse
incentives that lead to overharvesting and
destruction of natural resources are
significant. Activities that involve
harvesting of wild resources (for example,
wildlife, nontimber forest products) pose
special risks. It is, therefore, a priority to
develop sustainable use methods that do

not degrade biodiversity in agriculture,
forestry, and fisheries, Therefore,
sustainable use activities w:i)l require dose ':
monitoring Of species selection; information,
on current occurrence, d~sitr, and other"
demographic parameters i "of,' biological.
,resources, including. yield ,studies and
regeneration surveys; and actual impacts of..:
harvesting, so that harvesting levels and e .

methods can be adjusted as needed.. ,
,.to";,

Underlying causes and poliq~~., Biodiversity
loss occurs through direct.. and indirect
causes. These causes are typica.lly multiple ,.
and synergistic. They involve complex
interactions of ~ socia1, ecological,
economic, ,and .cultural fact9:rs.18The levels
of causality may include proximate causes
(where human action; such as land clearing,
directly induces biodiversity : loss),
intermediate. causes (such a,s Inappropriate
economic policies and legal ownership and
tenure circumstances), and ultimate causes
(such as population growth, ,poverty, low
standards of1iving.1ack of social development
which increases pressure on natural
resources, and oven::onsumptio of resources).19

Addressing all underlying. causes of
biodiversity loss is beyond the, ,GEF's
mandate and ability.2~Yetm:ip.im countries
must ascertain the rangE!and importance of
causal.factors and their role m.biodiversity
loss and its amelioration.. For example,
appropriate adjustments in ..economic and
social development policies may offer cost-
effective, long-tErm solutions to biodiver,sity
protection problems.ë Although ,the :CEF
will concentrate its efforts .on addressing
the proximate and intermediate causes of
biodiversity loss, it W>iIl, through 1he
Implementing. Agenelest. regular country
assistance and. awarene,ss-building
programs, facilitate efforts to, address the
ultimate causes of biodiversity loss. ;

, .,!
<

Within the context of operational programs,
GEF-financed activities will include: '
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• Identification 'arid analysis of major
causes (proximate, Intermediate, and
ultimate) 'óf biodiversity loss, activities
to build awareness of these causes, and
assessment bf feasible actions to 'address
them.

• Application:: of analytical toóls for
decisionmakirig (for example,valuation,
indicators"mlpact~ssma\t); promotion
of partnerships to" address the
underlying 'causes; dissemination and
systematic - sharing of information,
including ort best' practices; and
incorporation of biodiversity concerns
in the' mainstream .activities of
Implementing Agencies.

• Incremental investments and technical
assistance to help implement remedial
measures, 'such as capacity building,
including htnnah' re50lIItE development,
shifts in economic and social policy,
and Introduction and strengthening of
legal, institutional, and regulatory
'systems; and to promote the integration
of biodiversity ronservation in agriculture,
forestry, fisheries, ildlife and water
management, ,tourism, and other
relevant sectors.

• Introduction of innovative measures,
including economic incentives, for' the
conservation .and sustainable use of
biodiversity. 22

Stakeholder involvement arid social issues
Issues of poverty, social development,
sustainable Iivelihoods, and· access to
common property. ~E7,sourcesare closely
linked to biodiversity conservation' and
sustainable use. Participation of affected
stakeholders, irrluding indigenous peoples,
is of central importance, especially in the
case of communities 'that reside inside
protected areas :and their {tnmedi~te
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surroundings.23 Effective involvement of
local people in CEFis biodiversity activities
must be based on knowledge of their social,
cultural, and economic context and their
impacts on biologica! 'resources. Important
factors in designirtgC'§frategies for effective
participation of stakeholders in global
biodiversity 'objectives include access to
land and other' resources; governance
systems relating to 'conflict management;
distribution of benefits and accountability
for conserving key resources; and
demographic composition, gender roles,
and social organization processes that
influence human." and environmental
interactions.

CEF activities Will incorporate the
lessons from implementing participatory
approaclvis into oommunity-bsed management
of biodiversity projects. These Include
mtegrated .conservation and development
projects "in which social needs are· jj~
into project design; comanagement of
resources, through contracts or negotiations
with governments that define each
stakeholder's responsibilities in managing
the' reso urce; and devolution of
management to local groups and
nongovernmental organizations (NCOs).
Local, national, and international NCOs
have played important roles by providing
needed expertise in facilitating stakeholder
participation and conducting scientific and
technical studies, inventories, social
assessments, andCOII1lIllirilt¥~ outreach. :

Targeted research. The·' CEF will fund
targeted research, including information
collection, analysis, and dissemination, only
in the context of the operational programs.
Targeted research will·be guided by the
following considerations:

• Because biodiversity is highly site-
specific, baselineresearch, inventorying,
and monitoring will be supported in
recipient' countries to help 'devëloj:)"sitê-



specific activities within the framework
of operational programs.

• The GEF could play a facilitating or
complementary .role :in cofunding
strategically significant efforts in
applied biodiversity research to help
develop activities in recipient countries
to achieve Convention objectives with
special emphasis m <DIl!aVaticnani
sustainable use methods.

• Support is needed in many recipient
countries :in1he application of analytical
tools .and methodologies, including the
useof modem information technologies,
to monitor biodiversity and to plan for
its conservation and sustainable use.24

Potential areas for targeted research in
biodiversity' could include, for example,
implementation of rapid . (ecological!
biological) assessment methods; technology
applications for sustainable resource use in
agriculture, foresb:y, anifisheries;Incorporation
of social dimensions in, the management of
conservation areas! including protected
areas; and ~sistan:E to existing biodiversity
research' andmonitoring institutions.P GEF
funds will not be used to finance basic
research or to create new research
institutions. The GEF also will not fund the
recurrent costs of research.

ENABLING AcnvITIES

The concept of "enabling activities" has not
been formally adopted by the COP of the
CBD, although many enabling activities, as
described generically in the first chapter,
are of direct relevance to biodiversity and
are recognized as priority activities by the
CBD.26

Enabling activities in biodiversity
prepare the foundation for design arid
implementation, of effective response
measures required to achieve Convention

objectives.27 They will assist recipient
countries to develop national strategies,
plans, or programs referred to in Article 6
of the CBD, and to identify components of
biodiversity together with processes and
activities likely to have significant adverse
impacts on conservation and sustainable
use of biodiversity pursuant to Article 7 of
the CBD. They will normally involve the
review and assessment of information and
will assist a recipient country to gain a
better understanding of the nature and
scope of its biodiversity assets and issues as
well as a clearer sense of the options for the
sustainable management and conservation
of biodiversity.28 Enabling activities include
supporting country-driven activities that
take stock of, or inventory existing
biodiversity by relying on national
programs and studies, without new
primary research. The activities also include
identifying . options .' and establishing
priorities to conserve and sustainably use
biodiversity; preparing" and developing
biodiversity planning exercises, such as
national strategies, . .action plans, and
.sectoral plans; .. and . disseminating of
infonnation through national communications .to
theCBD.29

Many . countries already have a
significant quantity. of useful information
and anmnber of assessments .of biodiversity
which can be.' utilized in planning.. In
addition, .' there' exists a variety of
approaches and practices fOl". planning
biodiversity conservation and sustainable
use. It is essential to promote synergy and
coordination among such initiatives within
the recipient countries arid among donors.
When enabling activities are aimed' at
providing 00lIl'ltri:s with 1he basic information
on which to act, they will normally be
regarded as incremental and will be funded
on the basis of full cost reimbursement.
Support to further develop in-country and
sectoral plans, programs, and activities in
light of global objectives will be based on
incremental cost financing.
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As a follow-up to enabling activities,
some Parties may require further' capacity
building to implement agreed activities, tc?
establish 'or strengthen" institutiérial , and
legál frameworkS~, or to Undertake actidn-'
oriented research-fo conserve biodiversity.
Capacity bUilding for such follow-up-will re
tindS:tiken Wifhi1\ ire rontext of operational. '. " ,programs." " .: ,;,

.' ...~. " "'.: ", I •

Operational crite~~' will be dev:lopea:, " ':., ,

... To set out:~e' scope, sequence, 'depth,'
and typical c~st·,norms for various'
componenfsvóf enabling activities 'in"
biodiversity. : "

• To outline recommended processes to
prepare, discuss, and implement
enabling activities within a recipient
CQuntry.30

• To delineate the requirements for
prOVISIon of GEF· support, its
complementarity to existing and ongoing
support, and its focus on the task of
preparing parlb11arplamorCOII1lllUIlbrti
in relation to the Convention.

SHORT-TERM RESPONSE MEASURES I

Proposed activities that are not an integral
part of an operational program but are still
cost-effective, or that enable the GEF to
respond to an urgent need, or seize a
promising country-driven opportunity in a
timely manner are also eligible for support.
It would be unwise to reject such activities
merely because they .ere not part of an
agreed operational program if their costs
are relatively low, the outcomes relatively
certain, ,and their urgency or priority
unchallenged.

The operational .crtteria ' to 'guide
consideration of proposed activities, under
short-termresponse measures include: '
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". Likelihood' or siiëte~s.; Projects 'should
demonstrate that they are well-designed
and feasible'. StiRP~mng 'asses'stnehts" of
technical q~~1ityt~4 relevance,' as' wëll

, : 'ás ' conducive" cOUnity polïcy ': and
:,, program fraIn:éWórkS",Will hê required,

and STAP advice "Will be ~C)ughl 1I~\pad
, "indicators 'wilC"be', developed, for'
: the mOnitorlrtg:aRci evalu~tion of short~'

" termmeasures; ',:; ,' ' , ,'"
. "'.-.'':':

, ~"~~si .~"~ useful quanpfi.'l.ble'
" , 'nortnS ' of' c'ósf.:e'fféctiveness·"êxist for

biodivérsity acti~ties; irt,their, absence,
information Will)~'provi~ed to assess,
'thenature and sigIrifiêaIi.ce of mE!'costs "
involved in relation to the expected'
biodiversity benefits.

• Degree of threat, vulnerability or urgency.
Some interventions may be considered
extremely urgent on the basis of
known imminent threats to a species or
ecosystem (for exaII1pP, tropical forests,
coastal and manne biodiversity) or
degree of vulnerability (for example
arid, semi-arid, and mountainous
regions).3132

• Opportu-nism. A GEF intervention may
be considered opportune in the face of
a fortuitous combination of factors -
for example, emergence of a conducive
national policy environment for
international collaboration to address
an urgent or emergent problem at the
.nationa~ or regional level

• Demonstration mlue. Innovative approa:hes
(for example, innovative use of
economic incentives) to implementing
biodiversity activities may need to be
tested.33

Short-term :response m:asuzes, like activities
deve10prl within ire fnnreworl< of operational
programs, will be country-driven and



consistent with national plans and
strategies, may involve establishment of
systems to provide for recurrent costs, and
will be supported by measures to ensure
the sustainability of biodiversity benefits.

Eligtble activities under short-term
response measures could include" for
example, those with a focus on threatened
or endangered species or ecosystems,
actions to reduce immediate threats to
migratory species, and programs to
facilitate implementation of unforeseen
opportunities for national action and
international cooperation to reduce specific
risks of biodiversity loss. Over time, some
short-term response measures may also
'help the development of new operational
programs.

CONCLUSION

The operational strategy. for b~odivel$ity"
sets forth an approach for, implementing,
the GEF's mandate. in biodiversity, in full
conformity with the guidance provided by
the COP of the, CBD~ It provides .a
framework for the development and
implementation of GEF-financed activities
to allow recipient countries -to address the
complex global challenge of biodiversiiy
conservation and sustainable use. It ,also
provides •a" framework, fpr, systematic
monitoring and evaluation of the
effectiveness of GEF-financed ,activities.

",:
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APPENDIX

POLICY, S'IRATBGY, PROGRAMME PRIORITIES
and Eligibility Criteria for access

to and utilization of financial resou:rces of the
Convention on Biological Diversity

. I: Policy and Strategy

Financial resources should be, allocated to projects that fulfill the eligI"bility criteria and are
endorsed and promoted by the Parties concerned. Projects should contribute to the extent possible to
build cooperation at the sub-regional, regional and IntemationalJevels in the implementatión of the
Convention. Projects should promote utilization of local and regional expertise. The institutional
structure should over time assist all eligible countries to fulfil their obligations under the Convention.
Policy and strategy may be revised, as necessary, by the Conference of the Parties.

II. EligI"bilityCriteria

Only developing countries that are Parties to the Convention are eligible to receive funding
upon entry into force of the Convention for them. Inaccordance with the provisions of the Convention,
projects that seek to meet the objectives of conservation of biological diversity and sustainable use of its
components are eligible for financial support from the institutional structure.

m. Programme Priorities

1. The conservation of biological diversity and sustainable use of its components is one of
the key elements in achieving sustainable development and therefore contribute to combating poverty.

2. All the actions contemplated in the Convention will have to be carried out at the
national and international level, as appropriate. However, for the purposes of giving direction to the
interim structure operating the financial mechanism, a list of programme priorities is given inparagraph
4 below. The list may be revised by the Conference of the Parties, as necessary. .

3. Programme priorities should promote utilization of regional and local expertise and be
flexible to accommodate national priorities and regional needs within the aims of the Convention.

4. The programme priorities are as follows:

a) Projects and programmes that have national priority status and that fulfil the
obligations of the Convention;

b) Development of integrated national strategies, plans or programmes for the
conservation of biological diversity and sustainable use of its components in
accordance with Article 6 of the Convention;

c) Strengthening conservation, management and sustainable use of ecosystems and
habitats identified by national governments in accordance with Article 7 of the
Convention;

d) Identification and monitoring of wild and domesticated biodiversity
components, in particular those under threat, and implementation of measures
of their conservation and sustainable use;
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e) Capacity-building, including human resource development and institutional
development and/or strengthening, to facilitate the preparation and/or
implementation of national strategies, plans for priority programmes and
activities for conservation of biological diversity and sustainable use of its
components;

f) In accordance with Article 16 of the Convention, and to meet the objectives of
conservation of biological diversity and sustainable use of its components,
projects which promote access to, transfer of and cooperation for joint
development of technology;

g) Projects that promote the sustainability of project benefits; that offer a potential
contribution to experience in the conservation of biological diversity and
sustainable use of its components which may have application elsewhere; and
that encourage scientific excellence;

h) Activities that provide access to other international, national and/or private
sector funds and scientific and technical cooperation;

i) Innovative measures, including in the field of economic incentives, aiming at
conservation of biological diversity .and/or sustainable use of its components,
including those which assist developing countries to address situations where
opportunity costs are incurred by local communities and to identify ways and
means by which these can be compensated, jp accordance with Article 11 of the
Convention;

j) Projects that strengthen the involvement of local and indigenous people in the
conservation of biological diversity and sustainable use of its components;

k) Projects that promote the conservation and sustainable use of biological
diversity of coastal and marine resources under threat. Also, projects which
promote the conservation of biological diversity and sustainable use of its
components in other environmentally vulnerable areas such as arid and semi-
arid and mountainous areas;

1) Projects that promote the conservation and/or sustainable use of endemic
species;

m) Projects aimed at the conservation of biological diversity and sustainable use of
its components which integrate social dimensions including those related to
poverty.

Note: This annex reproduces verbatim Document UNDP 1CBD1COP11/17, annex I, pages 33 - 34.
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NOTES

1 See World Re~ources Institute; World Conservation Union, and UnitedNatiQnS Environment
Programme, especially chapter 2, A 1992 report by theUnited Nations Environment Programme, "Global
Biodiversity Strategy: Guidelines for Action to Save, Sh#dYi and use;Earth's Biotic Wealth Sustainably and
Equitably."

2 Wo~ld Conservation Monitoring Centre (WCMC), Glob:iUBiodiversity 1992; Chapman and Hall, UI<.

~ GlobalBiodiversity Strategy chapter .2.

4 Preamble to the Convention. on BiologicalDiversity, 1994.

5 Preamble to the Convention on Biological Diversity, 1994.

6. Convention on Biological Diversity; Article 1.

7 Decision 1/2, "Financial Resource and Mechanism, n Report of the First Meeting of the Conference of
the Parties to the Convention on Biological Diversity, UNEP / CBD/ COP /1/17, February 28, 1995.

8 The first meeting of the Conference of the Parties was held in Nassau, Bahamas, November 28-
December 9,1994.

9 "Policy, Strategy, Programme Priorities and Eligibility Criteria for Access to and Utilization of
Financial Resources of the Convention on Biological Diversity" (UNEP/CBD/COP/l/17; Annex 1, pp.
33-34), referred to hereafter as "Criteria." The full text is included as an appendix to this chapter.

10 Biodiversity concerns cut across the GEF focal areas and cross-sectoral issues:

(a)

. (b)

.'Climate change examples include pt:Ograms that increase reforestation with indigenous
plant spl'lcies for. carbon sequestration in ecologically important areas.
International waters examples include actions seeking. prevention of ecological
degradation o! crltiqti water habitats (wetlands, estuaries, lakes); pJ,'Ograms to prevent
the introduction of exotic species; and' projects that address over exploitation of key
marine environments such as coral reefs or of specific species through unsustainable
)'uri,vesting practices. . .
Ozone depletion examples include the impacts of methyl bromide-based. fungicides
(ozóne-depletïng substances) and their impact on biodiversity.

(c)
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(d) Land degradation examples include prevention of land degradation and the link with
deforestation and unsustainable agricultural practices.

11 At its first meeting, the Conference of the Parties identified as a program priority "strengthening
conservation, management and sustainable use of ecosystems and: habitats identified by national
Governments, in accordance with article 7 of the Convention, n Article 7 of the Convention provides that
a contracting party is to identify components of biological diversity important for its conservation and
sustainable use having regard to the indicative list of categories set down in Annex I. '

The criteria set down in Annex I of the Convention are:

1. Ecosystems and habitats: containing high diversity, large numbers of endemic or
threatened species, or wilderness; required by migratory species; of social, economic,
cultural or scientific importance; or, which are representative, unique or associated
with key evolutionary or other biological processes;

2. Species and communities which are: threatened; wild relatives of domesticated or
cultivated species; of medicinal, agricultural or other economic value; or sodal,
scientific or cultural importance; or importance for research into the conservation
and sustainable use of biological diversity, such as indicator species; and

3. Descnbed genomes and genes of social, scientific or economic importance.

12 There has been considerable academic debate on methodologies to determine relative priorities in
global biodiversity, and no consensus has yet been reached. Further efforts will. be required' in this
field, and STAP could be requested to play a role on advising the GEF Secretariat on the scope of
priority-setting methods and approaches.

13 Criteria, 4 (k).

14 Criteria, 4 (k).

15 Criteria, paragraphs 3 and 4(a).

16 The recent (1995) Great Barrier Reef Marine Park Authority/World Bank/IUCN volumes of A
Global Representative System of Marine Protected Areas will provide significant input to this operational
program.

17 Although there is no universally agreed classification for establishing the global importance of
protected areas, a number of reference materials identify such sites. Efforts could be focused on sites
listed in one or more of the following: Directory of Wetlands of International Importance (RAMSAR);
World Heritage Sites (as included in the World Heritage Conventionj, 'Biosphere Reserves (UNESCO)
of international importance and as also recorded by the World. Conservation Monitoring Centre
(WCMC), Global Biodiversity, 1992; Bird Areas a/International Importance (Bfrd-Life International); Centers
of plant diversity, IUCN, 1987, IUCN Threatened Plants Unit, Kew, U.K.; and Global Biodiversity, pp. 66-
67; and Regions' of Diversity of Crop Plants (WCMC, pp. ,'338-42).These efforts, while, ~~ful in their own
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right, point out the" need to' strengthen an' overall system for classifying and, assessing the, global
significance of bïodiversity sites. , '

18 See, for example, ,Econ~icS and the 9onservation of Global Biological Diversity: Katrina Brown, David
Pearce, Charles PerringS, and Timothy 'S.wanson. Working Paper Number 2 Global Environment Facility.
Chapter 3, 'The,Economic caUses of Biodiversity Erosión próvides a succinct ~ary of the key variables
affecting biodiv~rsitY 'loss. See alsp' figure 5.1, which provides a schematic summary of factors affecting
global biological diversity." . . .,,' ',' . " '

19 R. Cervigni, Incremental Cost 'of Biddiv'ersity Conservai;on~CSERGE, 1994. The UN Commission on
Sustainable Development is investigating the issue of consumption and production patterns.

20 For example, it is unlikely that the GEF will fund. population' prouams, direct antipoverty
interventions, or potable water schemes, even if these were identified' as causal factors affecting the
deterioration of biodiversity. Such, programs would normally be óf high national priority and be an
mtegral partof national economic and social development plans, and policies. '

, "

21 The removal or reduction of economic distortions that .are generally benefiCial to the economy of a
country in question may simultaneously benefit the environment and biodiversity. Case study work at
the country level would be able to assess the likely impact of removing economic distortions. Numerous
publications testify to this, but see especially O.W. Pearce and J. Warford, World Without End:
Environment, Economics and Su~tainable Development, (New York: Oxford University Press, 1993).

22 "Criteria", paragraph 4(i).

23 Article 8G>: "Subject to :its' national legislation, respect, preserve and inaintain knowledge,
innovations and practices of indigenous and local communities embodying traditional lifestyles relevant
for the conservation and sustainable use of biological diversity and 'promote their wider application with
the approval and involvement of the holders of such knowledge, innovations and practices and
encourage the equitable sharing of the benefits arising from the utilization of such knowledge,
innovations and practices;"

'24 This is suggested as an enabling activity bythe Inter-Agency Task Force on Biodiversity.

25 The UNEP, in consultation 'with STAP, is preparing a draft paper on targeted research relating to
GEF activities.

26 See the Convention on Biological Diversity: Preamble; Articles 6, 7(b), 12, and 18(2); and CBD
guidance (footnote 7): 4(c), (h), and (j).

27 Final Report of the Meeting of the Task Force on GEF Enabling Activities under the CBD, April5-6, 1995,
Nairobi. The task force identified a fourth category of activity: "enabling activities for general use rather
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than country-specific (for example, development of guidelines for biodiversity planning.") However,
such activities also relate to targeted research and, as such, will be reviewed in that context.

28 The GEF Secretariat has established an Inter-Agency Task Force on Biodiversity. It reviews all
biodiversity project. and activity proposals and undertakes ad hoc review work. The task force was
convened in April 1995, to specifically review enabling activities in biodiversity. The CBD Secretariat
was invited to chair the meeting, which was hosted by the UNEP on April 5-6, 1995. It reviewed (a) the
definition and scope of enabling activities in biodiversity; (b) systems needed to ensure programmatic
cohesion and cost effectiveness; and (c) preliminary assessments of norms and standards to be applied
in programming resources.

29 Convention on Biological Diversity, Article 26.

30 The GEF will encourage countries to disseminate findings .widely within the country and to
encourage discussion and debate among all major stakeholders. GEF consultation and participation
guidelines (once approved by the Council) will provide a framework for such activities.

31 "Criteria", paragraph 4(k).

32 "Criteria", paragraph 4(k).

33 "Criteria", paragraph 4(i).

29
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3
CLIl\fA TE CHANGE,

Human activities have been substantially.
increasing the atmospheric concentrations
of greenhouse ,gases. These increases
enhance the, natural greenhouse effect and
will result, on., average, .In additional
warming of -the Earth's surface and lower
atmosphere, which may adversely affect
natural ecosystems and humankind.

The United Nations Framework
Convention, on Climate' Change' (FCCq,
which became.effective in March 1994, was
an international acknowledgment 'that
change in the Earth's climate and' its
adverse .effeets are a common concern of
humankind and" calls for the widest
possible cooperation by all countries, While
recognizing, that various, actions to address
climate dlangecanJ:~justified. economically, in
their own right and help-in solving other
environmental problems,. the COlwention '
agreed on the need for all countries.;
especially: developing countries" to;' have
access to" resources to, achieve sustainable,
social :.and economic development.. As"
developing countries progress' toward
sustainable development, and their: energy, :
consumption grows they will have to
consider ways, to achieve greater, en,ergy
efficiency and .control greenhouse gas
emissions, .mcluding how ..to apply new
technologies, in ways that are economically
and socially beneficïal.i " ,,',

The objective of ,the ,FCC<;:" is, the
stabilization of greenhquse,gas concentrations
in the atmosphere at a level that will prevent
dangerous anthropogenic .interference with
the climate system. S1:1~,a levelshould be
achieved within .a time sufficient, to allow
ecosystems to adapt nahrrally to' c~ate
chang~ to ensure that food production is
not threatened, and to enable economic
development to proceed in a sustainable

manner.2 Global environmental benefits will
be obtained to the extent that the objective
of the FCCC is met.: ,

The GEF operates as a mechanism for
international cooperation to provide new
and', additional grant' and concessional
funding to meet, the agreed 'incremental,
costs of- projects to 'achieve agreed global
environmental benefits in' climate change
(among other focal areas).s . The GEF
op.erational strategy for climate change sets
out- how the GEF, consistent, with ' the
guidance' of the FCCC, can assist eligible
countries to contnbute to meeting the
FCCC's objective.

CONVENTION GUIDANCE

The GEF operational strategy in climate
change incorporates the 'policy guidance of
Conference of the Parties (COP) to the
FC<;:C.All GEF-funded activities in climate
change will be in full, conformity with the
guidance provided. by the COP to the
FCCC.

Convention '. context. 'The most recent
guidance of the FCCe WaS provided by the
first, COP, which met' in Berlin March 28-
April 7, 1995., The COP provided initial
guidance on eligtbility criteria, program
priorities, ,and policies for the financial
mechanism, whose operation, on an interim
basis, is entrusted ,to the GEF.4 The GEF
requested additional .guidance from ,the
COP on the development of an :operational
strategy.s In response to a specific request,
the COP. approved:

IIa mixed strategy wherein
projects will be selected with
a double set of programme



priorities as descnbed in
paragraph 9(c) of the [GEF]
report, that is, if they met
either one of the long-term
programme priorities or one
of the short-term programme
priorities." 67

This operational strategy for climate change
sets out both the long-term and short-term
operational program~and is fully consistent
with the Convention guidance.

Non-convention context. Only developing-,
country Parties are eligible to receive
funding through' the 'financial 'mechanism
of the FCCC. When the GEF provides
assistance outside tre Convention's financial
mechanism, it will ensure' that .such
assistance is fully' consistent with the
guidance provided by the COP to the
FCCC.8

GEF-FlNANCED ACIlVITIES

The overall strategic thrust of GEF-financed
climate change activities is to support
sustainable measures that minimize climate
change damage by reducing the risk, or the
adverse effects, of climate change.? The GEF
will finance agreed and eligible enabling, ,
mitigation, and adaptation activities in
eligible recipient countries.

Enabling activities facilitate implementation
of effective response measures. The
determined the program priorities of these
GEF activities: "In the, initial period,
emphasis should be placed on enabling
activities."lOSome of these will be "agreed
full cost" activities in support of country
obligations under Article 12.1 of the United
Nations Framework COlwention on Climate
Change (national communications); others
will be "agreed' full incremental cost"
activities for other relevant commitments.ll12,

Mitigation measures reduce or lead to the
reduction of greenhouse gas emissions
from anthropogenic sources or protect or
enhance removal of such gases by sinks
(thus reducing the risk of climate change).
The GEF will assist in implementation of
national programs by supporting agreed
mitigation activities that meet either long-
term or short-term criteria.1314

Adaptation activities minimize the adverse'
effects,of climate change. Initially, the 'GEF
will meet the "agreed full costs -of relevant
adaptation activities' undertaken ,in 'the
context -of the formulation of national'
communications."lS These' are, the ' 'Stage' I
adaptation activities" outlirted by the
COP.16- Funding for adaptation activities
beyond Stage Iwill be 'dependent 'on cop'
guidance. In the medium and long ,ienrt,
subject to COP guidance, the' GEF could,
finance' agreed and eligible activities,
including further capacity building,
undertaken to prepare for -adaptation, as
envisaged by Article 4.1(e), -as well. as
measures to, facilitate adequate, adaptation,
including insurance, and other adaptation'
measures as envisaged by Articles 4.1 (bl'
and4A, ,

The operational criteria for these GEF
activities, will be developed in accordance'
with this operational strategy and with 'CEF'
policies. The initial portfolio 'of GEF ..'
financed activities will include: ' ,'

it Long-term measures, mcluding+long-
term mitigation projects and enabling
activities to facilitate iinplementatio'n óf
effective response' measures. These"
measures will be country driven 'arid
prepared in the context" of, ' CEF
operational programs

,'. Enabling .activities that specifically
support national communications,
including Stage I adaptation activities.
These will be country-driven ~d ,
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prepared and scheduled in accordance
with CEF operational criteria

• Short-term mitigation projects will be
oountry-drivenand approved individually
on the basis of CEF operational criteria

Because enabling activities are. the
foundation for much of the CEF portfolio,
they will be emphasized initially. As the
CEF builds on this foundation, the
emphasis will gradually shift to the other
types of activities. Long-term measures will
constitute the largest share of the CEF
climate change portfolio, with enabling
activities in support of national
communications a relatively small and
declining share. Short-term mitigation
projects will constitute only a small share of
the portfolio, in order to maintain' the
operational emphasis on long-term measures. ,

Insofar as it is feasible, projects will be'
designed and located so as to meet global
environmental objectives in other focal
areas and to prevent or control land
degradation.

Land Degradation

Degrading dryland soils and burning
biomass are globally significant sources of.
greenhouse gas emissions. Prolonged or
frequent drought and soil degradation
undermine the soil's capacity to store
carbon. Frequent and large-scale biomass
burning reduces the carbon stored in
vegetation and trees, increasing carbon
emissions, and can contribute to land
degradation. CEF activities in climate
change will therefore take land degradation
issues into account.v The following are
illustrative of activities that accomplish this
objective:

• Rural renewable energy projects (such
as solar, wind, and biomass energy for
lighting, water heating, cooking, and
water pumping) and energy efficiency
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projects ,(such as those for increasing
the efficiency of wood or charcoal
burning stoves) that would help
reduce unsustainable use of firewood

• CEF biofuel activities that restore
degraded land and biomass cover in
order to produce, harvest, and utilize
biomass in sustainable ways

• Stage I adaptation activities that are
eligible for CEF financing and that
examine and plan for any additional
soil protective measures that become
necessary under climate change

• Carbon sink protection, enhancement,
and restoration projects that improve
carbon storage in biomass and soils
and help to prevent or control land
degradation, especially desertification
and deforestation.

LoNG -TERM MEASURES

Working Croup I of the Intergovernmental
Panel on Climate Change has emphasized
that it is the cumulation of emissions. over
time, rather than when emissions take
place, -that determines the impact of
greenhouse gases on, climate. Long-term
mitigation measures respond to this
concern.

CEF-financed long-term measures will
be prepared in the .context of operational
programs. The operational programs in
climate change designed to achieve long-
term impacts build in part on the proposed
approach outlined in the Analytical
Fra'mework of the Scientific and Technical
Advisory PaIlIi(ST~18 STAP recommended
promoting the "backstop" technologies--
technologies such as renewable energy
technology that will in' the long run be
necessary to prevent greenhouse gas
emissions .....as a strategy to induce cost
reductions. STAP noted that 'What is
relevant for the CEF ... is not only (a)



(backstop technologies'] current cost, but
(b) the prospects for reduction in costs of
the technologies in question, and (c) the
contnbution that GEF can make to cost
reductions."

In line with STApls recommendations,
operational programs will be developed to
expand, facilitate, and aggregate. the
markets for the needed technologies and
improve their management and utilization,
resulting in accelerated adoption and
diffusion. The emphasis of operational
programs will be two-pronged: (a)
removing barriers to implementation of
climate-friendly, commercially viable
technologies, and (b) reducing the cost of
prospective technologies that are not yet
commercially viable, to enhance their
commercial viability.

Removing implementation barriers for
technologies. The GEF, in association with
the development banks and other
development institutions, will contribute to
the cultural, institutional, administrative,
technical, policy-related, and financial
learning processes necessary to. remove
barriers and promote broad dissemination
of commercially available, climate-friendly
technologies and measures throughout a
country or region. Operationally, "removing
a barrier" must promote sustainability; it
does not mean merely subsidizing a. few
projects so that they can surmount a barrier
while leaving it in place. GEF activities will
therefore mainly involvebuilding endogenous
capacity, improving public awareness, and
demonstrating and disgeminating technologies
and measures. The costs of removing
barriers, such as learning costs, are
incremental costs.

Barriers may include price distortions,
regulatory barriers and biases, lack of
information, :insuffident managem:m capacity,
inability to analyze non-traditional projects,
higher perceived technology risk of the
alternative technology, high transactions
costs, high initial costs (inability to

amortize, poor access to credit), and
appropriation effects (investment benefits
cannot be recovered by the agent that bears
the costs).

Reducing the costs of promising technologies.
Inducing reductions in the manufacturing
and implementation (transactions) cost of
highly prom9ng. c1imate-friendly technologies
will help to make them economically viable.
GEF activities will help move the market
for the technologies to. the point where
market si2e, prospa:tive market development,
and depth of distribution channels will
reduce costs, hastening the day when
projects using the technologies will become
economically viable. In cases in which
substantial cost reduction can be achieved
through greater use of local manufacturing
capacity, the GEF will pursue technology
transfer, local procurement, and the
development of appropriate industrial
infrastructure. The GEF will finance part of
the investment, associated preinvestment
work, and technical assistance. The
incremental cost is the difference in cost
between the climate-friendly means of
satisfying theoountzy'ssustaina1:i:! development
needs and the baseline means.

Operational Programs
In both cases set out above, operational
programs will identify measures and
technologies that will be funded so as to
achieve objectives of the program. The
operational programs will provide the
context for the investments, capacity
building, technical assistance, targeted
research, public participation, and enabling
activities to be developed, all with the aim
of facilitating implementation of effective
response.measures.

The GEF will make grants for agreed
incremental co~ts.t9 In the long run, the
GEF could play an even larger catalytic role
through other forms. of financial assistance,
particularly in relation to operational
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programs that accelerate Implementation of
cemmercial technologies and measures.
The success of . renewable rural
electrification, for example, will. be highly
dependent on innovative financing. In the
future, 'the GEF' ,~ght usefully .embrace
such other forms of financing as
concessional ~<i contingent lending, trusts
and revolving' funds, loan guarantees
against specified mitigation-related risks,
and. temporary .equity participation. It
would; of course, be necessary for the GEF
to show in some detail that such assistance
is complementary to that from other
channels, such as multilateral banks, and
that it is indeed catalytic. However, until
the Coun:il approvesrevisions, modifications,
or additional financing modalities, project
support' will be restricted to 'grants for
incremental costs.20 "

Article 4.1,of the FCCC provides alist of
commitments by 'all Parties, including those
that need CEF support. The' Article 4.1
commitments concern both anthropogenic
emissions' by' sources and removals by
sinks, both mitigation and adaptation.. an
relevant' economic 'sectors, all greenhouse
gases .not 'controlled by the Montreal
Protocol, and various types of measures.
Over time, additional 'operational programs
regarding issues .not addressed by initial
operational programs Will be proposed, to
the CEF Council. These programs will bé
consistent with the guidance of the COP of
the FCCC; the most promising t:eChnically;
in: accordance with the latest scientific and
technicalessessma lis·óf the Intergovernmental
Panél on Climate Change' (IPCq and
STAP; ëost-effective" solutions to meet
program objectives; and consistent with the
CEF's other operational' principles and
strategic objectives;

Developing .'operational programs will
be a dynamic process that emphasizes
learning by doing. The lessons concerning
effective response measures in recipient
countries and by CEF Implementing
Agencies will be absorbed, the programs
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modified, the insights generalized, and
accepted good practice applied in new
contexts. Future operational pro~ams also
will cover the' measures that countries
jdentify in their national communications,
consistent with Article 4.1 of the FCCC. In

, .

the immediate short term, the constraints
on programming 'will .be the financial
resources availab1e.fora given replenishment
period and the capacities of the ,CEF, its
Implementing Agencies, and' the recipient
countries to develop and implement projects.

Three initial operational programs are
proposed on the basis of a review of
technical assessments, including recent
work for the CEF on the cost reductions
expected fn new energy technologies.n
These programs .are consistent with the
guidance provided by the COP and with
the most recent findings of the IPCC. The
three operational, programs that will be
developed initially are:22

• ,Removal ofbmiers to Energy conservation
éU\c:l ene~gy efficiency
, .

• Promotion of. the adoption of renewable
energy by removing barriers and
reducing implementation costs

• Reduction of the long-term. costs of low
greenhouse, ,gas-emitting energy
.technologies.

Removal of barriers to energy conservation and
energy efficiency. The purposes of this
operational program are:

• To remove barriers to the large-scale
application, implementation, and
dissemination of least-economic-
,cost, commercially established, or
newly developed, energy-efficient
technologies; and to promote more
efficient 'energy use where a

. reduction:in greenhouse gas emissions
would .result, Such measures could



include enhancing demand-side
~ particularly in the 'basic
materials iridustries, transport, and
housing; establishing and strengtle:ting
integrated resource planning and
administration capabilities; and
encouraging supportive legal,
regulatory, and policy changes.

• To help ensure 'the sustainability of
the resulting "win-win" projects 'by
demonstrating cost recovery and
facilitating mainstream" financial
support, irduding from themultilateral
development banks.23

• To facilitate the learning process
required for Widespread application
of energy conservation and energy
efficiency projects in developing
countries.

Within this operational program, the
barriers in specific markets will be
identified and the measures for their
removal will. be propa:iitdThe programmatic
benefits will be the implementation of "win-
win" projects following the removal of the
barriers. (For example, the CEF could
facilitate the estab1iWrert and strengthening
of energy service institutions able to
undertake both demand-side and supply-
side measures.) The incremental costs are
the costs of removing the barriers to
energy-efficient technologies. Measures
aimed at removing the barriers to
implementation will include assessment
and analysis, information dissemination
and awareness building, institutional
reform and stIeng1hening. policy adjustments,
planning, and legislative and regulatory
measures. In particular, it will be necessary
to:

• Assess the economic scope for energy
conservation and energy-efficient
technologies and programs whose
implementation is blocked by barriers.

• Estimate the contnbution that such
projects would make to reducing
greenhouse gases.

• Identify all barrters, particularly
energy pricing distortions.,

• Propose specific measures to remove
barriers.

"

• Estimate the costs ofbarrier removal.

• Demonstrate, the sustainability of the
l\vin_win"·projects after, CEF, support
has .ended, including demonstrations
"ofappropriate cost recovery.

• Estimate the financial requirements
and time horizon.

• Determine how programmatic benefits
will be monitored and evaluated.

Promoting the adoption of renewable energy by
removing barriers and reducing implementation
cost.s. The purposes of, this operational
program are to remove barriers to the, use
of commercial or, near-commercial
renewable energy technologies; and to
reduce high implementaijon costs of
renewable ene!gy technologies due to .low-
volume or dispersed application.

Examples of such renewable en~rgy
technologies. are, photovoltaics .(in both on-
grid and off-grid applications), combustion
of agricultural, residues to generate heat
and power, including steam boilers using
biomass residues; other technologies for
using biofu. methane-control, technologies
for waste disposal; and wind, power.
Supporting measures irrlude, organizational
réform and innovative financing.

Within this operational program, it.will be
necessary to:
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• Assess the economic scope in specified
regions for "win-win" renewable
energy projects on the basis of
renewable energy· resource data (for
example, for wind, solar, biomass, and
micro-hydro) and cost· data for the
renewable ~érgy technologies and the
alternatives. .. . .

• Estimate the extent to which ·barriers·or
high implementation costs hamper
cost-effective implementation.

• Estimate the contribution that fulfilling
the full scope of such projects would
make to mitigating greenhouse gases.

• Demonstrate appropriate oost recovery,
and, hence, the sustainability of similar
renewable energy projects after CEF
support for removing barriers and
reducing implementation costs has
ended.

• Estimate the financial .requirements
and time horizon,

• Determine how the programmatic
benefits willbe monitored and evaluated.

Itwill be necessary to identify all barriers to
the use of renewable. energy - including
any energy pricing distortions; to propose
specific measures to remove the. barriers;
and to estimate the costs of barrier removal.
In addition to removing barriers, it may
also be necessaty to reduce implementation
costs through selected demonstration of the
technologies and of oost recovery principles.
CEF grants also may.be needed to meet the
incremental cost of. purchased units in
order to stimulate demand and thereby
achieve economies of scale. Demand must
be high enough for.1ocaldealer support and
marketing infrastructure to expand to the
point where unit implementation costs are
reduced.
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Reducing the long-term costs of low greenhouse
gas-emitting energy technologies. This
operational program is designed to reduce
the cost of prospective technologies that
have not yet become Widespread least-cost
alternatives. Its purpose is to promote the
application of specified technologies so
that, through learning and economies of
scale, the costs of manufacture will tend to
be· commercially .competitive. It will
therefore be neressmy to specify technologies
whose costs will drop greatly With
economies of scale in application -. Proven
but less mature technologies, such as solar-
thermal .power generation for high
insolation·· regions, grid-connected and
household-related soJM applications,
advanced biomass power and fuel
technologies,.fuel cells, and advanced fossil
fuel technologies may be particularly well
suited to this approach. A first step will be
to review the proposed technologies, taking
into account STAP's advice, to ensure that
the essential research and development to
make the technologies . technically sound
has been completed.

The benefits of the program will be the
reductions in the costs of applying
promising technologies; The CEF will
finance the incremental costs of projects
that advance application of specified
technologies. For each technology, it will be
necessary to:

• Justify the choice of the technology as a
potential mitigation measure based on
s:i:tdifi: and technical considerations, the
resource base in recipient countries,
and prospects for sustainability and
repliCéibility:·. .

• Set out the cost reduction objective.

• Estimate the level of funding required
. to achieve the programmatic objectives
and id,entify the necessary capacity
building, targeted research, and
investment needs.



• Assess t:!teprogrammatic impact of the
GEF.

• Estimate the financial requirements
and time horizon of the activities.

• Show how the programmatic benefits
will be monitored and evaluated.

Although applications for this operational
program will be sought primarily in
countries where the technology will directly
replace fossil fuels, no country will be
excluded from the program's scope because
the technology is the focus of attention,
rather than the market or region. The
lowest-cost applications, wherever. they are,
then will help build a market for the
technology. The long-term objective is to
identify an economically viable technology
that will become a "win-win" option for
many other countries as well.

ENABLING ACTIVrTIES IN SUPPORT OF
NATIONAL COMMUNICATIONS

Enabling activities provide .the foundations
to address climate change through country-
driven activities. They. have been defined
by the FCCC as "planning and endogenous
capacity-building, including institutional
strengthening, training, research and
education, 1hat will facilitate implementation,
in accordance with the Convention, of
effective response measures."

Support For the Preparation of National
Communications
Among the enabling activities, those that
are specifically related to countries'
obligations oon::suillg national ~
under Article 12.1 of the FCCC are eligible
for GEF financing on the basis of "agreed
full costs."24 Such enabling activities will,
result in plans on which the national
communications will be based; these plans
will serve as the basis for sustainable and

effective response measures. The assistance
provided under. ,these enabling activities
will conform fully to the guidance of the
COP with resps:t to national communications.
Because 1he fonnat for national ~
is still under consideration, the cOntent wfll,
for the interim, be.based on the provisions
of Article 12.1. The GEF has prepared
operational criteria to guide thepreparation
and scheduling of support for these
activities and to ensure:

'. Coverage' without .duplication of the
. efforts of others (including bilaterally
financed studies)

• Appropriate sequen:ingof the activities

• The use of best practices

• Cost-effeCtiveness (including use of
norms)

SHORT-TERM PROJECTS'

Tlle GEF may. finance climate change
projects that reduce. greenhouse gases in
the short term,' even ifthey are not part of
an operational program~ Such projects' will
be funded if' they are country priorities,
cost-effective iI\ the short term, and.likely to
succeed. The rationale for, project support is
primarily the,' expected reduction: in
greenhouse .gases rather' than its
programmatic mtpact,'. Careful monitoring
will be required to verify that' the actual
reduction in greenhouse gas emissions
meets or exceeds the original expectation.
Short-term projects may be of various
types, . including . initiatives to seize
unforeseen: opportunities and to meet
contingencies. Short-term. projects may
include, but are not limited. to, mitigation
measures in areas' for which operational
programs have not yet been developed -
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such, as transport; carbon sequestration,
and agricultural' waste. Experience gained
from these projects will be valuable to the
future development of such operational
programs. Projects that require conducive
policies in order to be economic and
sustainable will be' eligible for GEF
financing when such policies ~re in place.2S

/'.,

Criterialor Short.;;termProje~ ...
In line with the criteria for short-term
response measures (see chapter 1), and in
accordance with the portfolio emphasis ,on
long-term measures (see page 32), the
following considerations will guide project
appraisals:

Cost-effectiveness. Cost-effective'
projects are those that mitigate .a
specified amount of greenhouse 'gas
emissions for a given cost' These can be
identified as, projects with low unit
abatement cost (UAq, .the cost per unit
of greenhouse gas emissions abated or
sequestered [expressed as US dollars
per ton of carbon equivalent ($jtq].
The criterion is therefore a specified
UAC, which will act as a reference
value.

One basis for estimating a
reasonable UAC reference value for
GEF-financed short-term projects is the
climate change damage avoided,
through th~ project. ' The IPCC is
currently assessing damage cost
estimates, and their recommended'
estimate will be used when available. At
present, conservative estimates in the
available literature under consideration
by the IPCC vary between $5.30 and
$10.00 per tc.26 A conservative approach
is to set a UAC ceiling of $10 per tC,
ensuring that GEF-financed short-term
climate mitigation activities are limited
to projects that are cost-effective even
under cxmervatiw, technically reasonable
assumptions about the damage due to

38

future climate change .o'r additional
benefits.27 Pure abatement projects (such
as 1hose involving 1ow<ast fuel switching,
. for' example, 'the use of liquefied
Petroleum Gas (LPG) as a transport
fuel) will be expected to be very cost-
effective, that is, to have UACs closer to
zero than the ceiling. Projects 'with more
than 'just abatement benefits - such as
"proof-of-concept" "projects, or others
that also produce valuable lessons in
implementation or monitoring, such as
. il carbon sequestration project - could
be justified even with higher UACs.

Likelihood' of success. When a project's
funding' is seen to' be justified 'primarily in
terms of the expected carbon abatement
resulting from the project itself, it must
have a high probability of success. This is a
qualitative' criterion, but supporting
assessments of technical and institutional
risk will be needed.

Country-driven. Prop:a:d short-term projects
must be country· driven and' have the
country's highest priority for funding. This
may be demonstrated by inclusion of the
project in the country's climate action plan;
and by' support of country-driven policy
measures to mitigate greenhouse gases.

Stage IAdaptation Activities
The GEF will provide full-cost funding for
Stage I adaptation activities undertaken
within the context of the formulation of
national communications.28 Such activities
may include studies of the possible impacts
of climate change; identification of options
for imp]ernenting the adaptation provisions,
especially the obligations set forth in
Articles 4.1(b) and 4.1(e); and relevant
capacity building. Stage I adaptation
activities supported by the GEF will assist
the COP to identify countries and regions
that are particularly vulnerable to climate



change. Funding for subsequent activities
will depend on future COP guidance.

Such Stage I adaptation activities.will
identify options to facilitate adequate
adaptation to climate change. These
activities,could encompass the following:

• Assessment of national, regional
and/or. subregional vulnerability to
climate change; where. appropriate,
rely on related data-gathering
systems to measure climate change
effects in particularly vulnerable
countries or regions and strengthen
such systems as necessary; and
identify a near-term research and
development agenda to understand
sensitivity to climate change,

• Evaluation of policy options for
adequate monitoring systems and
response strategies for climate
change impacts on terrestrial and
marine ecosystems.

• Assessment of policy frameworks for
implementing adaptation Iie1sures
and response strategies in the context
of coastal zone management, disaster.

preparedness, agriculture, fisheries,
and forestry, with a view of
integrating climate: change impact
mformation, as appropriate, into
national strategic planning processes.

• In the context of undertaking
national communications, building of
national, regional andlor subregional
capacity, as appropriate, to integrate
climate change' concerns . into
medium and long-term planning.

Other Enabling Activities
The CEF will provide financing for other
enabling activities on an '''agreed full
incremental cost" basis. As with other
country-driven initiatives, these. activities
will be prepared in· the context of an
operational progtanl to ensure .sustainability,
continuity, and integration of the enabling
activity with follow..up investments,
capacity building,. technical .assistance,
targeted research, and public participation.
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APPENDIX A

Initial guidance on policies, programme priorities and eligibllity criteria to the
~perating entity or entities of the financial mechanism29

The Conference of the Parties

Recalling Altkle 11.1 of lHB UNITED Nations Framework Convention on Climate Change,

Having considered recommendation 11 of the Intergovernmental Negotiating Committee for a
Framework Conv~tion on Climate Change,

1. Decides to adopt the following initial guidance on polices, programme priorities and eligibility
criteria to the operating entity or entities of the financial mechanism:

(a) Regarding activities undertaken under Article 11of the Convention,

Within the framework ·of the financial mechanism:

(i) The operating entity or entities should, in all funding decisions related to the financial
mechanism, take into account Articles 4.1, 4.6, 4.8, 4.9 and, 4.10 of the Convention. In
particular, in order to take .full account of the specific needs and special situations of the
least developed countries, funds allocated to their project/programmes should be on a
grant basis; .

(ii) Projects 'funded through the < .financial mechanism should be country-driven and in
conforinity with, and supportive of, the national development priorities of each country;

(iii) The operating entity or entities should ensure that, with reference to activities involving
transfer of technology, such technology is environmentally sound and adapted to suit
local conditions; .

(iv) As far as possible, due consideration should be given to the following aspects
concerning activities undertaken under the financial mechanism. Activities should be:

supportive of the national development priorities which contnbute to a
comprehensive national response to climate change;

consistent with and supportive of the relevant provisions of internationally
agreed programmes of action for sustainable development in line with the Rio
Declaration and Agenda 21 and UNCED-related agreements;

sustainable and lead to wider application;

cost effective;

(v) The operating entity or entities of the .financial mechanism should strive to leverage
other funds in support of the activities of developing country Parties to address climate
change;

(vi) In mobilizing funds, the operating entity or entities should provide all relevant
information to developed country Parties and other Parties included in Annex n to the
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Convention, to assist them to take into full account the need for adequacy and
predictability in the flow of funds. The entity or entities entrusted with the operation of
the financial mechanism should take full account of the arrangements agreed with the
Conference of the Parties, which, inter alia, shall include determination in a predictable
manner of the amount of funding necessary and available for the implementation of the
Convention, as provided for in Article 11.3(d) of the Convention.

(b) Regarding programme priorities,

(i) Priority should be given to the funding of agreed full costs (or agreed full incremental
costs, as appropriate) incurred by developing country Parties in complying with their
obligations under Article 12.1 and other relevant commitments under the Convention.
In the initial period, emphasis should be placed on enabling activities undertaken by
developing country Parties, such as planning and endogenous capacity-building,
including institutional strengthening, training, research and education, that will
facilitate implementation, in accordance with the Convention, of effective response
measures;

(ii) In this context, activities aimed at.strengthening research and technological capabilities
for the implementation of the Convention in developing country Parties should be
supported through international and intergovernmental efforts. Such support would
include networking and the training of experts and, as appropriate, institutional
development;

(iii) Emphasis should also be placed on improving national public awareness and
education on climate change and response measures;

(iv) The operating entity or entities should finance the formulation by developing
country Parties of nationally determined programmes to address climate change
issues which are in accordance with national development priorities. To facilitate
the formulation of these programmes, it should finance capacity-building and all
other activities related to the formulation, management and regular updating of
these programmes, which should, as far as possible, be comprehensive;

(v) The operating entity or entities should, in accordance with the policies,
programme priorities and eligibility criteria as established by the Conference of
the Parties, be available to assist, if so requested, in the implementation of the
national programmes adopted by developing country Parties;

(vi) In the implementation of these national programmes, the operating entity or
entities should support agreed activities to mitigate climate change, as referred
to in the Convention, in particular in Article 4.1, consistent with Article 4.3.

(c) Regarding eligibility criteria,

Eli810ility criteria shall apply to countries and to activities and shall be applied in accordance
with Article 11.1, 11.2 and 11.3;

(i) Regarding eligibfllty of countries, only countries that are Parties to the Convention
would be eligible to receive funding upon entry into force of the Convention. In this
context, only developing country Parties would be eligible to receive funding through
the financial mechanism, in accordance with Article 4.3;
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Those activities. related to. obligations under Article 12.1 to communicate
information for which the "agreed full costs" are to be met are eligible for
funding; .

(ii) Regarding' eligt"bilityof Ilctivities,

Stage II: Measures, including further capacity: ..building,' which may be
taken to prepare for adaptation, as erivisaged by Article 4.1(e)j

. .

Measures covered by Article 4.1 are eligible for funding through the financial
mechanism in accordance with Article 4.3. Such measures should be agreed
between the .developing country-Party and the international entity or entities

\. referred to in Article 11.1, in accordance with Article -4.3;

.In addit:i~n to' the above, .such measures would be eligfble for financial support
under Article 11.5.

(d) Regarding adaptation, the following policies, programme priorities and eligt"bilityaiteria should
apply:

(i) Adaptation to the adverse effects of climate change, as defined by the Convention, will
require short, medium and long term strategies which should be cost effective, take into
account important socio-economic implications, and should be implemented on a stage-
by-stage basis in developing countries that are Parties to the Convention. In the short
term, the following stage is envisaged:

Stage I: Planning, which includes studies of possible impacts of climate
change, to identify particularly vulnerable countries or regions and
policy options for adáptation and appropriate capacity-building;

(ii) In the medium and long term, .the following stages are envisaged for the
particularly vulnerable countries or regions identified.in Stage I:,

Stage Ill: Measures to facilitate adequate adaptation, including insurance, and
other adaptation measures as envisaged by Article 4.1(b) and 4.4;

(iii) Based on the outputs of the Stage I studies, as well as other relevant sq.entific and
technical studies, such as those of the Intergovernmental Panel on Climate Change
(IPCC), and any emerging evidence of the adverse effects of. climate change, the
Conference of the Parties may decide. that it has become. necess~ to implement the
measures' and activities envisaged in' Stages IT and m, consistent with the relevant
conclusions of the Committee and with the provisions of the Convention;

(iv) Funding for the implementation of such adaptation measures and activities would be
provided as follows:

For Stage I, the Conference of the Parties at its £irst session, shall entrust to the
Global Environment Facility (GEF) the interim operating entity of the financial
mechanism, the task of meeting the agreed full costs of the activities required by
Article .12.1of the Convention. This would include meeting the agreed full costs
of relevant adaptation activities undertaken in the context of the formulation of
national communications; such activities may include studies of the possible
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impacts of climate change, identification of options for implementing the
adaptation provisions (especially the obligations contained in Article 4.1(b) and
4.1(e) of the Convention), and relevant capacity building;

If it is decided in accordance with paragraph (iii) above, that it has become
necessary to implement the measures envisaged in Stages II and m, the Parties
included in Annex II to the Convention will provide funding to implement the
adaptation measures envisaged in these stages in accordance with their
commitments contained in Article 4.3 and 4.4 of the Convention;

In its review of the financial mechanism of the Convention under Article 11.4,
the Conference of Parties, taking into account studies conducted and options for
adaptation identified during Stage L any emerging evidence of the adverse
effects of climate change, as well as the relevant conclusions reached by the
Committee and its own decisions on this issue, must decide on the channel or
channels, under Article 11 of the Convention, to be used for the funding
referred to in the preceding subparagraph;' to implement the adaptation
measures envisaged in Stages II and m.

(e) Regarding agreed full incremental costs,

The various issues of incremental costs are complex and difficult and further discussion on the
subject is therefore needed. The application of the concept of agreed full incremental costs
should be flexible, pragmatic and on a case-by-case basis. Guidelines in this regard will be
developed by the Conference of the Parties at a later stage on the basis of experience.

2. Also decides to. take a note of the following conclusions of the Intergovernmental Negotiating
Committee for a Framework Convention on Climate Change:

(a) Outside the framework of the financial mechanism,

Consistency should be sought and maintained between activities (including those related to
funding) relevant to climate change undertaken outside the framework of the financial
mechanism and the policies, programme priorities and eligfbility criteria for activities as
relevant, established by the Conference of the Parties. Towards this end and in the context of
Article 11.5 of the Convention, the secretariat should collect information from multilateral and
regional financial institutions on activitie~ undertaken in implementation of Article 4.1 and
Article 12 of the Convention; this should not introduce new forms of conditionalities.

(b) On transfer of technology, the Committee took note of document AI AC.237/88 prepared by
the interim secretariat. The Committee recognized the importance of this subject under the
relevant articles of the Convention and concluded that discussions should continue at the
Conference of the Parties and its subsidiary bodies with a view to identifying ways and means
of operationalizing the transfer of technology under Article 4.5 of the Convention.

(c) The Committee took note of document AI AC.237.Misc.40, an approach paper by the Group
of 77 and China on the format of communication. of information by Parties not included in
Annex I to the Convention.
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APPENDIXB

Report of the Global Environment Facility to the Conference of the Parties on the
.. development of an operational strategy and on . ..

initial activities in the field of climate change30

The Conference of the Parties,

Recalling Article 11.1 of the United Nations Framework Convention on Climate Change,

Having considered the report by the Global Environment Facility (GEF) containing information on
the development of an operational strategy in the climate change area and on the initial activities in this
field (FCCC/CP/1995/4),

1. Welcomes the decision of the GEF Council to follow a "two-track" programming
approach in 1995: while work is undertaken by the GEF secretariat to develop a long-term
comprehensive operational strategy, supported by analytical work and consultations, and allowing for
the guidance from the Conference of the Parties (track one), some project activities are to be undertaken
to allow a smooth transition between the operations of the pilot phase and the restructured GEF (track
two); .

2. Decides to adopt a mixed strategy wherein projects will be selected with a double set of
programme priorities as described in paragraph 9(c) of the report, that is, if they met either one of the
long-term programme priorities or one of the short-term programme priorities;

3. Takes note of the report on initial activities;

4. Invites the GEF in future reports to take fully into account relevant aspects of the
modalities for the functioning of operational linkages between the Conference on the Parties and the
operating entity or entities of the financial mechanism.
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Preamble.
2 FCCC, Article 2.
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4 United Nations Framework Convention on Climate Change. FCCC/CP /1995/7 / Add.l, decision
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Framework Convention on dimate Change", GEF/C.3/10, Washington, D.C., February 1995.

6 "Report by the GEF to the First Conference of the Parties."
7 United Nations Framework Convention on Climate Change. FCCC/CP/1995/7/Add.li decision

12/CP.l, June 6, 1995. This decision appears in Appendix 3.B.
8 Guidance, 2 (a).
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10Guidance, l(b) (i).
11 Guidance, l(b) (i), and FCCC, Article 4.3.
12Guidance, l(b) (i), and FCCC, Articles 4.1'and 4.3.
13Guidance, l(b) (vi). See also FCCC, Articles 4.1 and 4.3.
14United Nations Framework Convention on dimate Change. FCCC/CP/1995/7/Add.l, decision

12/CP.l, June 6, 1995.
15Guidance, led).
16Guidance,l(d).
17Global Environment Facility, '''Scope and Preliminary Operational Strategy for Land Degradation",

GEF/C.3/8.
18Scientific and Technical Advisory Panel. "Analytical Frameworks," 1993, p.31.
19Global Environment Facility, "Incremental Costs and Financing Modalities," section I, GEF/C.2/6

Rev.2.
20A revised paper on financing modalities is scheduled for Council consideration in Aprill996.
21Kulsum Ahmed "Renewable Energy Technologies: A Review of their Status and Costs of Selected

Technologies." World Bank Technical Paper 240: Energy Series. World Bank, Washington, D.C.,
22 In the initial phase, these operational programs will not include activities or projects for carbon sinks,

transport energy, or geothermal energy. Carbon sequestration will be a factor, however, in short-term
response measures and in certain programs in the biodiversity and international waters focal areas that
also address issues in land degradation or the preservation of forest habitats, and in such cases special
attention will be given to effective baseline definitions and monitoring. An operational program on
carbon sequestration will be developed as the basis for Council consideration after GEF experience in
these short-term measures has been evaluated. Transport will be fundamental to addressing climate
change, and a proposal to develop an operational program in this area will be prepared for Council.
consideration at a later time when the role and effectiveness of the GEF in this area are more clearly
defined. Geothermal heat, as a commercially available technology, may be one among the broad range
of technologies that will be stimulated in the program on renewable energy which addresses barriers to
these technologies, but will not be identified as a technology for support under the program on
greenhouse gas-emitting energy technologies.
23 "Win-win" projects are those that are least economic cost and would normally be chosen solely on

the basis of national interest. In addition, these projects also result in global environmental benefits. The
choice of energy efficient lighting is an example of a "win-win" activity.

45

L_ ~. _



2' Global Environment Facility, Instrument for the Establishment of the Restructured Global
Environment Facility, Washington, O.C., 1994, para 6; FCCC, Article 4.3; and Guidance, l(b)(i).
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4
INTERNATIONAL WATERS

,._;\J

The world's water resources are under
enormous stress, and the ecosystems,
people, and economic development that
depend on these resources are facing a
precarious future. Global environmental
concerns relating to international waters·
Include:

• Degradation of the quality of
transboundary water resources, caused
mainly by pollution from land-based
activities (toxic chemicals, nutrients,
pathogens, oxygen-demanding wastes,
sediment, and debris).

• Physical habitat degradation of coastal
and near-shore marine areas, lakes, and
watercourses (for example, wetlands,
mangroves, estuaries, coral reefs), as a
result of inappropriate management
(for example, land conversion, dredging.
ooastal construction, and irrigation).

• Introduction of nonindigenous species that
disrupt aquatic ecosystems and cause
toxic and human health effects
(untreated ballast .water discharges
from ships, for example).

• Excessive exploitation of living and
nonliving resources due to inadequate
management and control measures (for
example, overfishing, and excessive
water withdrawal).

Degradation of freshwater and marine
systems, and of surface waters as well as
groundwater rescnm::es, is causing irreversible
environmental effects, hardship for the
poor, real losses to the economy, human
health concerns, and the need for costly
investments to mitigate the damage.
Marine and freshwater systems constitute
important sources of income and food for a

large part of the world's population whose
food and water supplies are now at risk.
For example, globalization of technological
advances in the fishing industry, pollution,
and habitat destruction have depleted fish
stocks to dangerously low levels and placed
food security in jeopardy in many areas.
Downstream ar tramboundaIy international
issues of global significance have yet to be
effectively addressed.

The ~ oa:uning in international
waters represents a warning that the
carrying cap:dyof transboundary freshwater
basins, ooastal areas, and marine ecosystems
has been approached in some places and
exceeded in others by inappropriate
sectoral development policies and projects
as well as unwise use of the water
resources. A consensus has emerged that a
more comprehensive approach to water
resources management is needed - one that
is cross-sectoral, integrates ecological and
development needs, and is based on holistic
analyses of the carrying capacity of the
water environment I In this approach, the
river basin, groundwater system, coastal
area, or large marine ecosystem typically
serves as a management unit on which to
base changes in the way that sectoral
development activities are conducted and
how priority environmental interventions
are made. In many instances, action
programs are needed to restore proper
functioning of ecosystems or remedy major
human health risks. Such a comprehensive
approach that integrates actions across
sectors is new to most countries, difficult to
implement, and even harder to achieve
when actions must be coordinated among
countries.

The GEF's objective in the international
waters focal area is to contribute primarily
as ~ catalyst to .the implementation of a
more comprehensive, ecosystem-based



approach in managing international waters
and their drainage basins as a means to
achieve global environmental benefits. The
GEF will act as a catalyst 'to ensure that
countries better understand the functioning
of their international waters systems, gain
an appreciation, of how their sectoral
activities influence" the water environment,
and find means' 'for collaborating with
neighboring countries to collectively pursue
effective solutions. As such, the GEF will
primarily fund the transactions .costs .of
these learning processes so that countries
may make changes in the ways that human
activities are conducted in different
sectors and make priority environmental
interventions. The aim is to evercome
barriers to action so that the capacity of any
parti:u1ar watabody to sustainably support
human activities is not exceeded.

The term "international waters", as used
for the purposes of the GEF Operational
Strategy, includes the oceans, large marine
ecosystems, enclosed or semi-enclosed seas
and estuaries as well as rivers, lakes,
groundwater systems, and wetlands with
transboundary drainage basins or common
borders. The water-related ecosystems
associated with these waters' are considered
integral parts of the systems. The common
global hydrologic cycle dynamically links
many watersheds, airsheds, estuaries, aOO.
coastal and marine waters through
transboundary movement of water,
pollutants, and living resources.

The international waters area includes
numerous international conventions,
treaties, and agreements. The architecture
of marine agreements is especially' complex,
and a large number of bilateral" and
multilateral agreements exist· for
transboundary freshwater basins.23 Related
conventions and agreements in other areas
increase the complexity.' These initiatives
provide a new opportunity for cooperating
nations to link many different programs
and :imtruments into regional comprehensive
approaches to address international waters.
Chapters 17 and 18 of Agenda 215 broadly
capture the spirit of these international
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agreements and offet particularly valuable
guidance to countries. GEF activities
undertaken in this focal area will be
consistent with Agenda 21.

'<.

TIlE GEF ROLE

The overall strategic' thrust of GEF-funded
international watersactivities is to meetthe
agreed mcrementalccsts of: (a) assisting
groups of countries to better understand
the environmental concerns of their
international watas á:nd work collaboratively
to address them; (b) building the capacity of
existing institutions (or, if appropriate,
developirig the c~pacity through new
institutional arrangements) to utilize a more
comprehensive approach for addressing
transboundary water-related environmental
concerns; and (c) implementing measures
that address the priority transboundary
environmental concerns. The goal is to
assist countries to utilize the full range of
1Erlmica1,economic financia1, regulatory, and
institutional niéasuresneeded to opemticnalize
sustainable development strategies for
international waters.

The GEF will play a catalytic role in
assisting countries seeking to leverage
cofinancing in association with national
funding, development financing, agency
funding, and private sector action for
different elements of a comprehensive
approach for sustainably managing
international waters .. The "precautionary
principle," the "polluter pays principle," and
policy reforms are most always included as
integral elements of international waters
projects and programs to foster incentives
to . use, resource-efficient and clean
production methods that will help reduce
discharges of toxic substances and sustain
global environmental benefits. Both business
communttes am. govemmenl9 have important
roles in developing and implementing
pollution prevention programs aimed at
reducing or eliminating waste generation.
The GEF can assist countries in finding
ways to harmonize and overcome technical
and financial barriers to waste reduction



and build the necessary capacity, including
human resources development, to facilitate
implementation.

The use of sound science and proven
technological innovations can help recipient
countries address the imminent threats to
international waters. Inparticular, simulation
models and information technology can
provide a basis for improving management
decisions on complex environmental
problems and often provide an opportunity
for involvinganmtries' .scientific communities
in projects. Stakeholder involvement and
participation of different sectors in each
recipient country also constitute important
elements of GEF activities concerning
international waters.' Through such .
stakeholder involvement, needed changes
in sectoral activities can be made to reduce
the stress on international waters. In
addition, use of camputE!l'-basedinformation
systems and computer networking among
stakeholders and government organizations
can foster broad involvement in planning
and implementing GEF international waters
projects and should help to improve the
quality, public awareness, and scientific
basis of international waters projects. These
technological innovations promote hansparen::y
among cooperating nations regarding key
information, ermurage broader parli:ipation by
stakeholder groups within country and
across countries, and provide a basis for
evaluation.

Given the broad scope of activities in
this focal area and the widespread nature of
threats to international waters, the GEF's
activities will focus mainly on seriously
threatened waterbodies and the most
imminent transboundary threats to their
ecosystems. Consequently, the GEF will
place priority on addressing the following
imminent threats to international waters:

• Control of land-based sources of
surface and groundwater pollution
that degrade the quality of international
waters. Of special emphasis is the
prevention of releases of persistent
toxic substances and heavy metals that

cannot be neutralized by marine and
freshwater EmS}'SIems or that accumulate
in living organisms. High priority is
also placed on abatement of common
contaminants such as nutrients, bioJogral
contaminants, Or sedineds that endangeI-
species or threaten ecosystems.

• .Prevention and oontrol of land degradation
where transboundary environmental
concerns result from desertification or
deforestation.

• Prevention of physical or ecological
degradation, andhydro1ogi:modification,
of critical habitats (such as wetlands,
shallow waters, and reefs) that sustain
biodiversity, provide shelter and nursery
areas for the production of fish protein
sources, and otherwise are important
forrestoring and maintaining ecosystems
~ with international waters.

.• Control of unsustainable use of marine
living resources as well as nonliving
resources resulting.: from inadequate
inadequate management measures such
as overfishing, excessive withdrawal of
freshwater, and resource extraction.

• Control of ship-based sources of
chemical washings and nonindigenous
species that can. disrupt ecosystems or
cause toxic and human health effects.1

Taking into account the lessons from pilot
phase projects in this focal area, priority
will be given to comprehensive approaches
to management that emphasize imminent
envhauledal1hreats and different geographic
settings. These broad approaches are
regarded as a more effective response than
narrow, sector-specific interventions such
as traditional ship-waste proposals.
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BIOLOGICAL DIVERSITY AND CLIMATE
CHANGE

Wherever appropriate, activities in' the
international waters focal area" will be
coordinated with those in other GEF focal
areas. GEF projects integrating several focal
areas have the potential to multiply global
benefits from GEF interventions. For example,
wetland restoration and protection initiatives
can provide benefits for both biodiversity
protection and water quality improvement.
Biodiversity protection 'and carbon
sequestration have' potential linkages and
important roles in restoring damaged
transboundary basins. Other, more subtle
linkages exist; for example, support for
energy .conservation and efficiency may
help reduce the burning of fossil fuels that
emit mercury as a.by-product, Long-range
transport of the 'mercury contaminates
international waters and ihe biota consumed
by humans. Synergies with biodiversity are
particularly strong in coastal and marine
areas as well as in projects addressing small
island developing:' states' and will' be
reflected in programmatic initiatives (see p.
52). Adoption of integrated coastal area
management strategies, a common feature
inthis focal area, can provide benefits' for
biodiversity protection as well as for, the
climate change focal area.

LAND DEGRADATION

There are strong and complex linkages
among land use policies and practices', land
degradation, .and the impairmerit of water-
related ecosystems.' Land degradation is
linked to sediment pollution and salt
intrusion in rivers, lakes, and aquifers;'
vegetation loss; overpumping of ground-
water; and salination of soil. Heavy
sediment loads damage aquatic and marine
biodiversity, make' rivers more prone to
flooding, and result in damage to cropland '
and, therefore, lowered food production.
Dryland river, lake, and groundwater '
basins, which are often trartsboundary in
nature, are critical tothe well-being of some

so

tine billion people who live in areas at risk
from desertification.

, Improved water mánagement indryland
trarisboundary basins' -is fundamental to
enhanced food security; reduction of risks
of drought or fl8ód, and better'
envirónmental '-:rrfariagement. In
dryland regions, improved management' of
grouridwater supplies'· is essential to
support sustainable' development. Some
groundwater systems may be dynamically
linked to surface waters through indirect
recharge processes, while others contain
"older" fossil water that must be carefully
mánaged if future' generations' are to use
them. Sustainable development cannot
proceed in these transboundary basins
without a cooperative, multicountry 'water
resources management strategy that in1egrates
Iand and water' use decisions, determines
the environmental capability of the basin to
sustainably support different sectoral water
uses, places priority on protection of unique
aquatic environments' and flows needed to
sustain them, explores options for reducing
water use' to sustainable levels,': and
contains provision for emergency planning
to, address variable flows. Recent
technological' developments in satellite,
technology' and remote sensing should help
to ensure access to necessary hydrologic
information for preparingreeded strategies. '
Improved watershed" and catchment
management, sustairiable land-use/ sail
~ systems, 'reforestation, and
vegetative rehabilitation,' accompanied by
changes in sectoral, social, and economic
policies, can' help address transboundary
water-related environmental concerns.

-The: comprehensive approach utilized ID'
this focal' area' encourages integrated land'
and water management activities that' assist
countries in making '"the 'transition to
sustainable development. Activities to
prevent' land degradation' and rehabilitate
degraded catchment areas will be included
as part of an international waters project if
they contribute to the resolution of priority
transboundary water-related environmental
problems. The emphasis will 'be on



facilitating regional and international
cooperation; pilot initiatives with demonstration
value; a comprehensive approach that
integrates the management of land and
surface/ groundwater systems; and COOIdinata:l
land use planning and management,
relying on technology-based information
systems, infotmation networking, stakeholder
inv~ extension services, regulatory
frameworks, and incentive systems. The
intent is to support .actions that are
undertaken for international,' not just
national purposes.

OPERATIONAL PROGRAMS

The GEF will utilize a programmatic
approach in targeting its resources to
address the imminent threats previously
outlined (seep. 49) that are transboundary in
character. These operational programs will
help capture additional programmatic
global benefits in a cost-effective manner by
linking muntly-drivm reeds for international
action with the comparative advantage of
different Imp1ementing Agmcies. Operational
programs will be developed to achieve the
focal area objectives (see p. 47), and as the
G,EF learns frO:JD-? #le initial programs"
successive generations will evolve. A
comprehensive approach will. be followed in .
designing proja:ts so that complementarities
among Implementing Agencies and
additional global benefits in multiple focal
areas will be achieved.ë The operational
programs will ensure that a number of
different types of / international waters
geographic settings are addressed+ the land
degradation cross-cutting theme and
linkages with other focal areas receive
attention; and a more complete range of
imminent threats is covered. The GEF also
will seek a balance between preventive
actions and remedial actions necessary to
restore impaired uses of international
waters; areas facing serious degradation
will receive priority attention for technical
assistance, institution and capacity building,
arid investments.

Three operational programs will initially be
prepared:

• A watedxxiy-b&doperational program .

• An integrated land and water multiple
focal area operational program

• A oontaminant-basedopetati:nll program

These initial operational programs are
described below and are included with their
associated . indicative activities in the
appendix to this chapter to illustrate the
types óf projects for each program.
Although there will· inevitably be some
overlap among the programs, each has a
defining theme, and . should provide
flexibility for truly muntly~driven .initiatives
and appropriate Implementing Agency
responses to the specific environmental
needs.

Waterbody-Based Operational Program
This operational program involves activities
that address the priority transboundary
environmental concerns that exist in a
specific waterbody, such as a ~.
freshwater drainage basin that is regionally
significant or a large marine ecosystem. The
objective is to help groups of countries to
work collaboratively in learning about and
resolving priority transboundary .water-
related environmental concerns. GEF
support will help overcome barriers. to
organizational learning and transactions
costs. of working. together in strengthening
or developing a regional institutional
framework and in addressing sectoral
causes of major water resources problems.
Institution building plays a crucial role, and
specific capacity-strengthening measures
are required to assist countries in finding
the appropria1e institutional and argauizatiwal
arrangements e .A representative number of
freshwater . basins· (both surfage . and
groundwater transboundary basins) as well
as large marine ecosystems (or perhaps
limited oceanic areas). will be targeted to
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ensure balanced coverage of a wide range
of geographic ai:i(i' climatic settings.

Important characteristics of this operational.
program are: .(a) .the focus on addressing
specific impairrrients of the waterbody,
such as reducing eutrophication or toxic
substances in inland waters; and (b)
support for thê '. learning processes for
countries to w~,i'k cooperatively and
collectively in addressing imminent threats
to their transboundary water resources. An
initial GEF-fundêd': activity to formulate a
Strategic Action l~tógram (SAP) is. usually
an appropriate first' step to help countries
define priority problems, establish country
and Implementing Agency commitments to
specific actions, and agree on additional
interventions for their priority transboundary
concerns (see p. 53)~Following this step, the
GEF could fund a capacity-building,
technical assistance, or investment project
to help harmonize regulatory or policy
frameworks, build institutional capacity, or
demonstrate implementation' of needed
interventions.

',' ..,

Integrated Land and Water Multiple Focal
Area Operationa~Prqgr~m.
These projects involve the integration of
land and water resource management as 'a
primary component 'of addressing the
degradation of international Waters. They
can involve other GEF focal areas as well as
the cross- cutting issue of land degradation
(desertification and-deforestation). Also in
this program are international waters
projects that address the special conditions
and needs of small island developing states
(SIDS). These projects are included for two
reasons: integrated freshwater basin-coastal
area management is essential for a
sustainable future for these island states,
and this approach· can produce benefits in
other GEFfocal areas, especially biodiversity.
Key features of .each regional SIDS
international wáters prqjrlare improvements
in integrated freshwater basin-coastal area
management on each island' of the regional
groupings of SIDS, a multiple GEF focal
area approach, and a coordinated,
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programmatic appl\ahamong Implementing
Agencies according' to the comparative
advantage of each agency.

Some countries may wish to address
areas of unique or }mdangered marine
biodiversity in': a ::foih.t biodiversl:ty
/international w~têrs:;rrtiiltiple focal area
project Such projeCts:' rely on integrated
freshwater basin-coastal area management
for' multiple purposes to address the root
causes and secteral activities that endanger
the reefs, wetlands," eind mangroves that
serve as nursery areas for the ocean's living
resources. These multiple focal area projects
might be Identifiedas part of .the process of
developing a SAP. Pristine or unique areas
are eligible for these multiple focal area
projects (e.g., intanatiatal waters /biodive:sity)
if the country or neighboring countries
wish to address current and anticipated
imminent threats to prevent damage and if
real commitments are' made to policy
changes or needed investments as,part of a
SAP. " .

Contaminant-Based Operational Program.
This program will include activities that
help to demonstrate' ways of overcoming
barriers to the adoption of best practices to
limit contamination of international waters.
A .key feature is -that there is no
requirement that these projects be tied to a
particular 1l'lUlOCounUy collaborative process,
as there is for the waterbody-based
operational program. However, projects are
encouraged where an'; imminent threa:t
exists. .Measures to address both ship-
related' environmental' . concerns and
globally' significant toxic pollutants that
might be transported -over long distances in
the atmosphere, rivers, or ocean currents
will be included, and technological
advances that prevent releases will be
encouraged. Some projects may include
demonstrations and pilot tests of measures
to address pollution discharges from land-
based souroesof marire po1luticn (particularly
persislad Organi: po1lUtarttS); the: incremental
costs of these measures can also be
included in technical assistance or



investment projects as part of the
waterbody-based operational program.
Narrowly focused regional or global
projects that can help meet particular
technical needs, or improve the use of
certain measures 1;Iy several groups of
international wa~r$, projects (and build
capacity to undertake the measures), are
also included in the program. Targeted
technical demonstration and capacity-
building projects can help build awareness
in recipient countries of international
waters concerns as well as best-practice
measures, tools for finding solutions, and
policies for llmovative institutional
approaches. For example, priority is placed
on demonstrations of economic policy
incentives in projects addressing land-
based sources of pollution and in
transboundary basins (see appendix, p.56).

SlRATEGIC ACI10N PROGRAMS

To produce global environmental benefits,
international waters projects must address
transboundary water-related environmental
concerns. Where these transboundary
concerns, additional needed actions, and
.mcremental costs are not adequately
defined, an initial international waters
project should be undertaken to formulate .
an agreed Strategic Action Program (SAP)
prior to development of a technical
assistance, capacity-building, or investment
project In such cases, SAPs become
somewhat analagous to enabling activities
in other focal areas. A group of countries
would wad<with one ar mare Implementing
Agencies to first identify the priority
transboundary water-related environmental
concerns and the sectoral policy causes of
the problems experienced by the particular
waterbody and then formulate a SAP to
outline the actions needed to resolve the
priority problems. As described in box 4.1,
a SAP would contain needed baseline
actions (including country commitments for
implementation); actions addressing
transboundary issues that would be funded
in the baseline or by other means such as

bilateral assistance, loans, or through
regular Implementing Agency programs;
and additional actions needed to resolve the
transboundary environmental concerns that
have incremental costs that the GEF might
fund. A key element' of ipe SAP is the well-
defined .bage1ire CH! ofneedecl interventions so
that there is á clear distinction between
actions with simply national benefits and
those addressing· transboundary concerns
with their global benefits. Another key
element involve; 1he instiI:Utiooal mechanisms
chosen at the regional and national levels
for implementing the SAP.

PROJEcr SELECI10N CRlTERIA

Country commitment to a comprehensive,
cross-secteral approach' is essential for a
project to be mcluded in the international
watBs portfolio. In addition, transboundary
environmental concerns must be identified
and a clear baseline alternative determined
before a technical assistance or investment
project is eligible for GEF funding. Given
the transboundmy nature of SAPs, countries
may incur additional transactions costs to
participate in their preparation as well as
additional costs for removing barriers to
action. Such costs may relate to joint
planning activities, additional data
collection/ analysis tasks and coordination
efforts among a number of nations. In
order to ensure that a diverse portfolio of
different types of projects is developed and
that the imminent threats to international
waters are addressed, the following criteria
will be applied:

• The transboundary concern involves
one or more of the imminent threats to
international waters (see page 49).

• Severity of the transboundary problem
(ecological significance of damage,
human health implications, extent of
critical habitat, spatial damage).

• Threat of irreversible damage to
biodiversity and tirre sca1e af reversibility
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(particularly jf O:uea1a:m or endangered
species, such as marine mammals are
involved, and' if the damage! will'
severely' harm the livelihoods of
affected populations).

• Capacity for implementation or plans
for incluston of'ë:apacity-building
components.

.. Degree to which :ittié' 'problems are ;;
, common to othér: géb'graphic .regions

and interventions are replicable.
• Leveraging of development assistance,
international agency cofunding, or
private, sector" or either country
commitments to' provide associated
financing for' priority solutions in the
baseline as well' as for ttans~oundary..

': ~~.' '~.. ~.

• Consistency with,"rfational environ-
mental planning" documents . and
interriational legal obligations.

concerns.

Box4.1
KEY ELEMENTs OF STRATEGIC ACTION PROGRAMS

Transboundary water-related environmental analysis. The process fot cooperatively
preparing a Strategic Action Program (SAP) among countries should .start with an analysis ,
of priority transboundary environmental problems. Which ones cause actual degradation?
What sectoral activities cause the degradation: and how serious is it? What are the
information gaps, policy distortions, institutional deficiencies? UNEP often provides
support in this element; while the UNDP assists with capacity- building needs, and the
World Bank with identification of priority investments and policy reforms. Stakeholder
analysis and public involvement are essential so that economic arid social aspects can be
included. .

Relationship to national environmental planning and economic development documents.
National environmental documents and plans will provide input in preparing this analysis
as well as identifying priorities among environmental concerns. The analysis of the causes of
degradation and the needs for capacity building should include examination of national
economic development plans and sectoral economic policies (which establish reasonable
actions for sustainable development).

Establishment of clear priorities. The SAP should establish clear priorities that are endorsed
at the highest levels of government and widely disseminated. Priority transboundary
concerns should be identified, as well as secteral interventions (policy changes, program
development, regulatory reform, capacity-building investments, and so on) needed to
resolve the transboundary problems as well as regional and national institutional
mechanisms for implementing elements of the SAP. Coordination of priorities with those
identified under the climate change and biodiversity focal areas could be done during the
SAP process. The SAP should provide for a balanced program' of preventivé and remedial
actions, support both investment and capacity-building activities, and identify key activities
in the following areas:

• Priority preventive and remedial actions
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(Box 4.1 continued)

• Cross-cutting issues and linkages to other focal areas
• Institutional strengthening and capacity-building needs
• Stakeholder involvement and public awareness activities
• Program monitoring and evaluation
• Institutional mechanisms for implementation.

Establishment of a ~ea1isticbaseline. The cooperating countries and the CEF should agree
on the baseline environmental commitments (which _should be funded- domestically or
through donors or loans) and what activities are additional for solving the transboundary
priority problems. It is important for activities included in the SAP to be realistically costed
and consistent with projected availability of domestic and international funding. Donor
conferences may be appropriate when the SAP is in the draft stage to facilitate international
commitments to action.

Determining agreed incremental costs. The elements of the SAP are strategic in nature and
will typically yield domestic as well as agreed global benefits. The activities additional to the
baseline scenario could be eligible for GEF funding in accordance with GEF incremental cost
guidelines in a subsequent technical assistance (capacity-building) or investment GEF project
in the focal area.
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APPENDIX

OPERATIONAL PROGRAMS AND INDICATIVB AcnVITIES:
INTERNATIONAL WATERS

The international waters focal area is complex because of the many different types of environmental
concerns related to water resources, the variety of geographic situations, the linkages among sectoral
activities and the resulting environmental stresses, and the opportunities to multiply benefits through
integrated approaches with other GEF focal areas and cross-cutting issues. This focal area relies on
cooperation among Implementing Agencies as part of specific projects and as well as a significant
commitment from each Implementing Agency to target its regular development assistance programs to
the international waters project area along with the GEF. These Implementing Agency commitments to
action (including regular agency programs such as capacity building) and individual country
commitments to baseline and additional specific actions are often contained in Strategic Action
Programs (SAPs) developed with GEF assistance. With this complexity and the need to formulate the~
commitments, three different types of operational programs are initially proposed to provide .flexibility
in addressing country-driven needs. The following indicative activities illustrate the operational
programs.

WATBRBODY-BASBD OPERATIONAL PROGRAM

Projects in this program involve activities that address the priority transboundary environmental
concerns that exist in a specific waterbody. They typically begin with support to groups of countries for
learning to work collectively and cooperatively in identifying the particular transboundary water-
related environmental priorities, reviewing capacity-building needs, and developing a SAP for
addressing the priorities. Donor conferences may be appropriate when the SAP is in draft form.
Following formulation of the SAP with its baseline commitments for domestic action. Implementing
Agency regular program commitments, elements funded by other sources, and additional elements for
addressing transboundary priorities, the GEF could fund a technical assistance, capacity-building, or
investment project (or projects).

Indicative activities

Transboundary freshwater basin projects

Some projects address surface water systems, others address activities related to interactions among
surface water and groundwater systems, and a few others address transboundary groundwater
systems. Priorities among pollution. habitat degradation. and overexploitation of living resources
should first be established jointly by the cooperating countries as part of a SAP. The GEF might then
fund the incremental cost of priority elements of the SAP that address the transboundary priorities. This
funding could provide cost-shared incentives for leveraging government, private sector, or donor action
in implementing priority solutions on the ground. Examples might include: (1) a modest cost share in
supporting establishment of an industrial toxies pretreatment program or physical interventions to
separate easily treated municipal wastewater from more dangerous industrial wastewaten (2)
incremental cost funding for wetland restoration to provide habitats and to mitigate the effects of
pollutants before they reach international waters; (3) innovative approaches such as tradable pollution
discharge permit systems or offset programs to cost-effectively improve water quality in shared basins;
(4) cost-share best management practice installation for nonpoint source control of land-based pollution
in degraded, priority watersheds; and (5) building a human resources capability to strengthen
institutions. Hotspots of transboundary degradation may be targeted for funding if information is
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sufficient to characterize the transboundary nature of the problem and the country (or countries)
commit to undertaking the needed measures. Single-country versions of SAPs may be appropriate.

Large marine ecosystem projects

International waters projects in this area are among the most complex GEF projects, and each can have a
distinctive approach. However, for consistency with the Operational Strategy, groups of countries
wishing to cooperate on coastal and marine resources should undertake a SAP development project to
fully assess linkages among marine, coastal zone, and freshwater basin waters and their ecosystems to
determine priority transboundary environmental issues, root causes of degradation, and the array of
measures needed to address them in a SAP. Integrated freshwater basin-coastal area management
measures are important for protecting large marine ecosystems. In hotspots of transboundary
environmental damage, targeted technical assistance or investment international waters projects are
encouraged to address serious problems. If only several of a larger number of riparian countries wish to
proceed, formulation of a SAP would be a useful, incremental first step. Inaddition, cooperating
countries may wish to jointly address environmental problems of an oceanic area not included in a large
marine ecosystem. Technological advances are being introduced that use information technology and
computer simulation to help make critical management decisions for marine resources. In addition,
institutional tools such as the Code of Conduct for Responsible Fishing consistent with the United
Nations Convention on the Law of the Sea are also becoming available.

INTEGRATED LAND AND WATER MULTIPLE FOCAL AREA OPERATIONAL PROGRAM

These projects involve the integration of land and water resource management as the primary
component of addressing the degradation of international waters and often involve multiple GEF focal
areas and the cross-cutting issue of land degradation and desertification. Also in this program are
international waters projects that address the special concerns of SIDS. These projects are included
because integrated freshwater basin-coastal zone management is essential for a sustainable future for
these island states and because this approach can produce benefits in multiple GEF focal areas.
Biodiversity protection considerations are often important elements of these projects because of inherent
linkages between the sectoral activities and the status ofbiodiversity. In this manner, biodiversity
protection issues can be integrated into the thinking of sectoral managers (water resources engineers, for
example) to ensure that these managers do their part in protecting aquatic and marine ecosystems; and
their knowledge, skills, and attitudes can be developed through training elements of each project. As
with the waterbody-based operational program, single country projects may be appropriate if world-
class biodiversity or habitat conditions warrant priority.

Indicative activities

Small island developing states

Small island developing states (SIDS) have special conditions and needs that were recently identified for
international attention in the Barbados Programme of Action for the Sustainable Development of Small
Island Developing States. It is appropriate for the GEF to fund regionaUy focused programmatic
approaches aimed at specific regional groups of SIDS to achieve global environment benefits. A typical
GEF SIDS project may include: improvements in integrated freshwater basin-coastal area management
on each island of the regional groupings, an approach that targets multiple focal areas of the GEF, and a
coordinated approach among the Implementing Agencies, according to the comparative advantage of
each. Activities concerning international waters could be targeted at the six major issues that most SIDS
have in common (coastal area management and biodiversity, sustainable management of regional fish
stocks, tourism development, protection of water supplies, and land and marine-based sources of
pollution and vulnerability to climate change). Regional groups of SIDS often share access to marine
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resources and experience common water-related environmental problems (such as saltwater intrusion
into groundwater supplies as a result q£ rising oceans) that can be. addressed through the GEF in the
context of altermg sectoral actiVities on each island state to meet sustainable development goals. SIDS
share common environmental problems and solutions to those problems that reflect the partnership
between their representative regional organizations and the capacity and institutional building needed
on each island state to more comprehensively address these problems. One example is oceanic .fisheries
that are located near groups of SIDS and the additional measures needed to ensure their sustainable
management. This is a complex issue because the fish might travel in a particular portion of oceanic
waters during one season but rely on coastal waters and wetlands of the SIDS for reproduction and '
nursery areas in other seasons. Advances in data collection and analysis systems, use of information
technology, and involvement of the scientific community to assist in addressing these issues is central to
these regional projects.

Land degradati~

A special linkage exists between land degradation in dryland areas and management of both surface and
ground water resources in transboundary drainage basins. Rehabilitation of damaged catchments and
adoption of sustainable land-use systems willbe priorities. Inaddition, opportunities exist for deriving
global envirorun.ent benefits in other focal areas such as climate change and biodiversity, with
reforestation or carbon sequestration projects being an important element of an international waters
project designed to address land degradation. Improved watershed and catchment management,
sustainable land-use and conservation systems, and changes in sectoral development and economic
policies can be essential Ïl1 addressing transboundary water-related environmental concerns related to
land degradation. Especially in arid and semi-arid regions, land degradation can be linked with changes
in climate and river flow regimes, which can also result in degraded subsurface water supplies, some of
which have transboundary recharge basins. Support for preparation of water resources management '
strategies by riparian countries for a transboundary dryland basin is a common characteristic of these
projects, to allow harmonizing of sectoral water uses among basin countries in an environmentally
sustainable manner. Once the root causes pertaining to sectoral uses of water are resolved, and
commitments to take action are made, other environmental issues can be addressed.

Multiple focal area projects

GEF projects 'integrating several focal areas have the potential to multiply global benefits from GEF
interventions. For ,example, wetland restoration and protection initiatives can provide benefits for both
biodiversity protection and water quality improvement. Biodiversity protection and carbon
sequestration have potential linkages and important roles in restoring damaged transboundary basins.
Inareas with globally significant biodiversity concerns, especially unique coastal areas, wetlands, and
coral reefs, multiple focal areas projects (biodiversity and international waters) might be appropriate Jar
addressing current and anticipated imminent threats in order to prevent environmental damage before
it occurs, if country commitments to action are expressed in a SAP. Mechanisms for networking among
agencies and institutions with primary interest in different focal areas are essential in this type of
program.

CONTAMINANT-BASEDOPERAll0NAL PROGRAM

Projects in this program help to demonstrate ways of overcoming barriers to adoption of best practices'
that can address transboundary environmental concerns. Measures for addressing ship-related
environmental concerns and for addressing globally significant toxic pollutants that might be
transported over long distances in the atmosphere, rivers, or ocean currents are involved in these
projects. While some projects include demonstrations and pilot tests of measures to address pollution
discharges from land-based sources of marine pollution, many of these measures can also be included in
technical assistance or investment projects as part of the waterbody-based operational program.
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Narrowly focused global or regional projects that can help meet the technical needs of groups of
international waters projects or build awareness and capacity are also included in this program.
Demonstration projects or project elements that test the use of innovative policies' or economic'
instruments such as tradable pollution reduction allocation systems would be a priority for the GEF.

Indicative activities

Glo~J pollutant projects

Some toxic pollutants that are persistent in nature can be considered as "global pollutants" because they
are transported long distances in ocean currents or through the atmosphere before falling to earth. They
can accumulate in living organisms and can pose human or ecosystem health risks. Some of these
pollutants are associated with certain industrial sectors or processes across the world. Individual
international waters cannot be cleaned up through regional action because this would place the
countries or enterprises at an economic disadvantage in world markets. Substances such as mercury,
dioxin, PCBs, persistent organic pollutants, and some pesticides that can disrupt human endocrine
systems might be candidates for global action in global pollutant projects.

Threats related to shipping

Activities related to abatement of pollution from ship-based chemical washings and interventions
against the transfer of noxious, nonindigenous species in ballast water are priorities'for the GEF because
they are virtually unaddressed problems. Although GEF support for oil-related fnterventions could
continue in priority waterbodies designated as part of the International Convention for the Prevention of
Pollution from Ships as special areas, the GEF would require that these projects lead to self-financing of
capital and operating costs on the polluter-pays principle through full cost recovery schemes and
innovative mechanisms for private sector financing. GEF participation could then have a catalytic effect
on such self-financing schemes. .

Regional or global technical support projects

The complexity of international waters projects raises technical questions about how and what,
contaminants to monitor, how to analyze complex sets of data, where to get help, how countries can
institutionally work together and how to involve the public in decisionmaking. Targeted regional or
global capacity-building projects may be necessary to help increase awareness on how to jointly address
these contaminant problems. Countries would benefit from an iterative approach if activitie's took place
in one country after another. In addition, these projects may improve the GEF':project success rate and
the sustainabilit}r of interventions by giving personnel the skill, awareness of best practices, and
knowledge necessary to solve problems that may be common to countries, regions, and GEF projects.
Demonstration or pilot projects may be tested in this operational program.' .

S9



NOTES

1 From the Mar del Plata Conference in the 1970s and the Law of the Sea Convention in the 1980s to
the Dublin Statement, the Earth Summit, and the Noordwijk (World Coast Conference) Statement in the
1990s, the world's water resources specialists have recognized that a more comprehensive, cross-secteral
approach to managing water resources is needed to achieve sustainable development. Linkages between
economic sectors and degradation of the water environment should be identified and preventive measures
included in national economic development plans so that the use, conservation, and development of
freshwater and marine resources can be sustained for the future.

2 The 1982 U.N. Convention on the Law of the Sea (UNCLOS) provides a global framework for the
protection and management of the marine environment and its living and nonliving resources and recognizes
that global environmental objectives are achieved by actions taken in a region-by-region framework. There
also is a network of more specific international legal instruments as well as nine regional seas conventions
and their protocols.

3 A large number of bilateral and multilateral agreements and management authorities were established
before environmental considerations came to the fore. Sound protection of water resources and the
sustainable use of their ecosystems must be incorporated into these institutional arrangements to meet
sustainable development goals.

4 Conventions and agreements relating to land-based sources of pollution, port reception facilities,
coastal dumping, offshore facilities, emergency response, marine fisheries, protected areas designations,
hazardous substance transport and disposal, international trade, endangered species, and the biodiversity,
climate change, arid desertification conventions all play a role in achieving global protection of international
waters. The RAMSAR convention, in particular, is important for identifying wetlands in need of
protection. Four new initiatives and their associated action programs also have special linkages. The
Barbados Programme of Action for the Sustainable Development of Small Island Developing States, the
Intergovernmental Conference to Adopt a Global Programme of Action for the Protection of the Marine
Environment from Land-based Activities adopted as the 'Washington Programme of Action" in November
1995), the U.N. Convention to Combat Desertification, and the recently negotiated Agreement on
Straddling Fish Stocks and Highly Migratory Fish Stocks (with parallel negotiations on a technically
oriented Code of Conduct for Responsible Fishing, consistent with UNCLOS) have action programs
associated "withthem.

S United Nations Conference on Environment and Development, Agenda 21 (New York: UNCED,
1992).

,
6 Numerous stakeholders are involved in the design and implementation of international waters projects,

and their involvement will differ at each level of planning and administration. Participation of these various
stakeholders (including the private sector) within and across countries can improve the quality,
effectiveness, and sustainability of projects. However, there is a need to identify the key stakeholders
through a stakeholder analysis, as well as the levels at which their involvement will be critical and the
means to.ensure their effective participation. Linkage through computer-based networks is promising.
Interministerial coordination is essential so that actual changes can be made in sectoral activities.
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7 Nonindigenous species and chemical washings are included because of their potentially devastating
effects and lack of action. Spill contingency planning and deballasting for oily waters are well known and
might be considered "baseline" interventions. Further action on oil-related marine pollutants should await
the lessons of the pilot phase, where over 50 percent of international waters funding was allocated to ship-
related projects.

8 This comprehensive approach, with its need to modify man's sectoral activities so that the capacity of
the water environment to support those activities is not exceeded, relies on joint activities among
neighboring nations as well as active interministerial coordination within individual nations to make needed
changes in sectoral activities. This comprehensive approach provides the opportunity for countries to link
different programs and instruments together as a holistic package through the project to identify and build
on complementarities among programs so that they can be targeted to better manage the environment of
international waters.

~;..These settings refer to different types of international waters projects (freshwater basins vs. large
marine ecosystems) in different parts of the world to produce a diverse, representative portfolio.
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5
OZONE LAYER DEPLETION

The stratospheric ozone layer is a protective
shield that absorbs most of the ultraviolet
radiation that could harm living organisms
on earth. Stratospheric ozone is constantly
being created and destroyed by natural
photochemical processes that are in
dynamic equilibrium, This equilibrium has
been disrupted by .the release of
anthropogenic chemicals-e;perially chlorine
and bromine· compounds such as
chlorofluorocarbons (eFCs), halons, and a
broad range of industrial chemicals used as
refrigerants, foaming agents, aerosol
propellants, fire. retardants, solvents, and
fumigants.

As a result of these. chemical processes,
the ozone layer is being depleted. Scientific
observations show significant depletion
throughout the year in both the northern
and the southern hemispheres at middle
and high latitudes, although not yet at the
tropics.' This depletion allows. more
ultraviolet-B radiation to reach the ground,
which could. raise the, incidence of skin
cancer, cataracts, other irreversible .eye
damage, and. could also suppress the
immune. system. In addition, even minor
increases of ultraviolet-B radiation could
disrupt ecological food chains, affecting
agriculture, fisheries, andbiologicaldiversity.

.Governments responded to· concerns
about ozone .depletion by adopting the
Vienna Convention on the Protection of the
Ozone Layer (Vienna Convention) in 1985,
the Montreal Protocol ..on Substances that
Deplete the Ozone' Layer (Montreal
Protocol) in 1987, and amendments to the
protocol inlondonin 199QandCopenhagen in
1992. By June 1995, almost 150 countries
had ratified the Montreal Protocol, 1hese
agreemenls have significantly slowed the

atmospheric accumulation of several major
ozone-depleting substances. For example,
worldwide production and consumption of
, CFCs decreased .by more than 50 percent
between 1986 -and 1994. Many of the
remaining major producers and consumers
of CFCs and _ other ozone-depleting
substances are the GEF-eligtble countries
that were required by Montreal, Protocol
control measures to phase out major ozone-
depleting substances at the end of 1995.
There is a risk that, unless assisted
financially, these countries will continue to
produce and use such substances and
therefore negate much of the ozone layer
protection that has, already been achieved.

Ozone depletion is also linked.to other
global environmental' .. problems. .For
example, both, ozone and ozone-depleting
substances are greenhouse ,gases. While the
major ozone-depleting substances have
very strong global warming potentials, the
ozone depletion they have caused has had a
net cooling effect that has offset about 20
percent of the radiative· forcing due to the
atmospheric "accumulation of greenhousê
gases between 1980 and 1990.2 In restoring
the ozone layer, it will bé necessary to
minimize the global warming. that might be
caused, by substitutes for such substances .
The relationship with· biodiversity is more
direct protection of the ozone layer is a
prerequisite fur oomelVcltion and sustainable
use of biodiversity. Ozone layer depletion,
leading to, increased ultraviolet radiation at
the Earth's surface, would endanger species
already under 1hreat and biological diversity
in general.

The GEF. operates.. on the basis of
collaboration and partnership --among its
Implementing Agencies, as a mechanism



for international cooperation for the
purpose of providing new and additional
grant and concessional funding to meet the
agreed incremental costs of measures to
achieve agreed global environmental
benefits in (among other focal areas) ozone
depletion.ê Global environmental benefits
will be in the form of the reduced risks of
adverse effects. The GEF operational
strategy for ozone 'depletion sets out the
way in which the GEF, through the
provision of finance and within its own
mandate and according to its general po1i::ies,
can assist eligible recipient countries to
undertake activities to reduce ozone
depletion.

The GEF's objective in ozone depletion
'is to contribute to measures that protect
human health and the environment against
adverse effects resulting, or likely to result
from, human activities that modify or are
likely to modify the ozone layer.s The GEF's
assistance in preventing the release of
ozone-depleting substances will be in
accordance with countries' commitments to
the, Montreal Protocol concerning phaseout
schedules and control measures.

CONVENl'ION GUIDANCE

Although the GEF is not linked formally to
the Montreal Protocol, the GEF operational
strategy in ozone dep1etion':is an operational
response to the Montreal Protocol, its
amendments, and adjustments.

Therefore, .the GEf: will use the
Montreal Protocol specifically to guide its:

• Control measures

• The listofoontrolle;i·stibstances contained
inthe annexes to the Protocol

• The phaseout schedules for ozone-
depleting sulslaIus and the amendments
and adjustments that are approved
from time to time by the Meeting of the
Parties.

The Montreal Protocol contains agreed
schedules for reduction of the production
and consumption of specified "controlled
substances" that deplete the ozone layer. 5

The London Amendment and 'the
Copenhagen Amendment established a
financial mechanism, the Multilateral Fund,
to provide developing countries with
financial and technical assïstance,e These
amendments also require that the financial
mechanism uses the "agreed incremental
cost" approach to financing measures,"
Taking into account the urgency of further
steps to protect the ozone layer, the fourth
Meeting of the Parties to the Montreal
Protocol in Copenhagen in 1992 adopted
further adjustments and an amendment to
speed the phaseout of ozone-depleting
substances. '

To the extent consistent with other GEF
policies (such as those for project cycle and
incremental cost), GEF operational policies
for financing activities in this focal area will
also be consistent with those of' the
Multilateral Fund.ê

In accordance with the GEF Instrument,
the GEF Secretanat has exchanged letters
with the secretariats of the Montreal
Protocol and the Multilateral Fund that
show areas of cooperation such as
coordination of activities; exchange of .
information ofmutual ir$rest. methodologies,
and methods of project assessment; arid
interpretation of relevant decisions' of the
Parties to the Protocol.s This cooperation will.
facilitate consistency and complementarity
with operations' to phaseout .: ozone-
depleting substances within the legal ambif
of the Montreal Protocol.

GEF-Financed Activities

The overall thrust' of the ozone depletion
portfolio is to support activities to phase
out ozone-depleting substances that are
committed under the Montreal Protocol, \;
with special emphasis on short-term '
commitments and enabling activities.
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Because of the short deadlines for this
phaseout, all measures' will be considered
under criteria for short-term response
resources.

COUNI'RY EUGmnITY

The Multilateral Fund provides assistance
only for (a) developing countries operating
under Article 5, paragraph 1 of the
Montreal Protocol; and (b) activities iraming
e1igtie expenditures.10 In conformity with,
the principle of complementarity-avoiding
duplication of effort, and not substituting
for other sources of funds-sthe CEF will
provide only complementary assistance
outside the financial mechanism. This
means, in effect, that the CEF will assist
otherwise eligible recipient countries that
are not Article 5 countries; or whose
activities, while consistent with the
objectives of the Montreal Protocol, are of a
type not coveredby 1heMultilateral Fund.lll2

Ratification and Compliance
To be eligible, countries must also be
Parties to the Montreal Protocol, have
ratified the London Amendment.n and
have fulfilled their obligations to report on
the production' consumption of ozone-
depleting substances and trade according to
the requirements of the Protocol.> In cases
of noncompliance with the obligations of
the Montreal Protocol (as adjusted and
amended), any funding is subject to the
formal processes of the Montreal Protocol
for non-compliance being initialed and
followed through the Protocol's Secretariat
and Implementation Committee. Such
processes include notification of causes of ,
noncompliance, assessments of expected
delays in the implementation of control
measures, and a revised schedule of
commitments. CEF assistance will be in line
with the "Indicative List of Measures that
might be taken by a Meeting of the Parties
to the Montreal Protocol in respect of
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noncompliance with the Protocol" and
consistent with related recommendations of
the Protocol Parties.15

The clarification of arrearsincontributions
to the Multilateral Fund of the MP, and
demonstration of the needs for assistance,
shall also be addressed in the framework of
,the relevant bodies of the Montreal
Protocol.

SYNERGISM

Climate' change. There are two potential
ways in which the phase out of ozone-
depleting substances might add to the risk
of climate change. The first is the use of
substitutes that have a high global warming
potential. The second is the introduction of
less energy efficient technologies that do
not use ozone-depleting substances .. ' If
energy is supplied from fossil fuels,
decreasing energy efficiency would increase
emissions of greenhouse gases. Therefore,
the CEF will fund the conversion to the
technology with the least impact on global
warming that is the technically feasible,
environmentally sound, and economically
acceptable.w

Biodiversity. One potential way that CEF
operations in the biodiversity focal area
might add to ozone depletion would be
through the use of methyl bromide as part
of an integtata:ipest management program.
Such programs will not be funded.

COUNI'RY PROGRAM PREPARATION AND
IMPLEMENTATION

To phase out OOS effectively, countries
must prepare comprehensive country
programs including full overview on
production, consumption, trade and all
projects to be implemented to ensure
compliance with the Montreal Protocol. The
CEF will. fund countIy program preparation
activities, focussing on the identification of
OOS phaseout projects, in those cases



where a country program does not already
exist,17

In the ozone depletion focal area, an
integrated operational approach to
implementing country programs will be
developed that sets out

• Elements of country programs (for
example, application of data provided
in accordance with requirements of the
Montreal Protocol on the production,
use, trade, and consumption of ozone
depleting substances; assessment of
national options; and a phaseout plan
in accordance with the phaseout
schedules set out in the protocol)u

• Activities completed, under way, or
planned and their elements and
funding sources (to promote
complemattarity and avoid duplication)

• Costnorms

• Proposed activities.

The UNDP and UNEP will collaborate in
the preparation of country programs.
Specifically, the UNDP will identify
investment projects and will have
responsibility for all technical assistance, in
particular that :re1ated 10 projerl identification,
analysis, and initial formulation(preappmisal).
During the preparation of country
programs the UNDP will consult regularly
with the World Bank in order to ensure
consistency with information requirements
for planning of investment projects. The
UNDP may also provide technical assistance
for implementation of elements of a country
program that will be financed by national
sources.

The UNEP will provide relevant
information and training, as the basis for
preparation and implemattationof Country
Programs. The provision of support for
such enabling activities shall be demand-
driven within specified budget parameters.

Country programs developed with GEF
assistance will be made available to the
Parties of the Montreal Protocol through
the Ozone Secretariat by the Implementing
Agencies concerned. The World Bank will
develop and manage the investment
projects, namely, the short-term measures 10
phac3e out ozone.depleting substances set out
below.

SHORT-TERM PRO]Ecrs TO PHASE Our
OZONE DEPLETING SUBSTANCES

GEF funding for phaseout measures will be
based on a nationally approved country
program, submitted by the recipient
government to the GEF secretarial The
country program should include country
commitments to fulfill control measures as
specified in the Montreal Protocol, as
amended and adjusted, and a detailed
workplan of all necessary steps (including
projects) to ensure compliance with the
Protocol. Government approval of country
programs is required at least at the cabinet
level. The content of country programs
must be consistent with the guidelines
developed by the Multilateral Fund and
endorsed by the fourth Meeting of the
Parties to the Montreal Protocol.ts

Eligible Expenditures

The incremental. costs of the following
activities are eligible for GEF financing:
expenditure items in accordance with the
Indicative List of the Montreal Protocol;
other activities consistent with the
objectives of the Montreal Protocol in
accordance with the GEFpolicy on incremental
costs, especially taking into account
incremental benefits arising from
technology upgrades in production facilities
included in several technology conversions
to phase out ozone-depleting substances.20
In particular, conversions that are economic
in their own right are not eligible for any
GEF grants.
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, -So as', not to; exceed-the terms. bf ),the
parallel operations of.the Multilateral Fund,
other expenditure eligibilities will' also
apply.

Retroactive financing. Expenditures ~hould
follow Council consideration of' a project.
However, to avoid delays in projects that
are ready 'for implementation, 'and to
encourage immediate preparations to phase
out ozone-depleting substances,' certain
expenditures will. be ronsidered for retroactive
financing on a case by case basis. These
expenditures: . J.

• Will only relate to: projects that were
neither completed nor ongoing at the
time the ImpEmenting Agerq identified
the proposed project ,r ; .

, J

• Will not exceedZê percent. of the total
approved grantfor apartku1ar enterprise.n

• Will not .have.rbeen committed more
than 12 months prior to the- approval
of the relevant GEF work program by
the Council. r

Exports. Eligible expenditures are reduced
by the extent to which the recipient
enterprise produces azore.dep1eting substances
or products containing ozone depleting
substances for export to a country that
either is not eligible to be a GEF recipient;
or is eligible to receive assistance from the
Multilateral Fund. Such exports are the
"relevant exports" for calculating the
eligible expenditures, as follows:

• The GEF will not finance expenditures
of an enterprise whose relevant exports
account for more than half of its
relevant production.

• If relevant exports account for less
than half of production, the GEF will
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finance '.a". 'pro rafa share of tile
expenditures.22

Ownership.' Expenditures of enterprises
located in tax-.free zones, or fully owned by
transnational corporations based in non-
GEF-eligible countries, or in countries that
are not Parties to the Montreal Protocol, are
not eligible for GEF financing. Expenditures
of, enterprises that are partially owned by
local interests will be reimbursed in the
same proportion as the local ownership. If
local ownership is less than 20 percent, GEF
assistance will oot be considered. The GEF
will not fund any costs which result .from
taxation arrangements of the recipient
countries.

Operational costs. Net operational costs
(operational costs in excess of operational
savings) are not eligible for GEF firi.ancing.

Increases in use of ozone-depleting substances.
Only enterprises that used ozone-depleting
substances when the Montreal Protocol
entered into force in the concerned country
are eligible for GEF financing. Financial
assistance will be provided only for the
amount of ozone-depleting substance that
was being consumed at the time of project
appraisal, or at the time of ratification,
whichever is less.

Criteriafor Short-Temt Response ¥easures
Proposed measures will satisfy the following
criteria:

Cost-effectiveness. The measures will ensure
the maximumphaseout of ozone-depleting
substances with the minimum of GEF
funding. The least-cost means of phaseout
will be used within each subsector and
country. Therefore, the unit costs of
phaseout would rise as the. implementation
of a country program progresses, because
with lower unit costs will be implemented
first. Unit phaseout costs of Multilateral



FUnd projects that correspond to the
country's phaseout stage and the technology
used will be used as benchmarks for the
costs of proposed GEF projects and will be
reported at the same time. Where a
proposed GEF project has a lower' cost-
effectiveness than comparable projects of
the Multilateral Fund, explicit justification
for the disparity in the project document
will be required.

Likelihood of success. Projects should have a
very high likelihood of success. Supporting
assessments of technical and institutional
risk will be required to demonstrate the
economic\sustainability of the ultimate
recipients of GEF grants. Only financially
viable enterprises will be eligible.

Country integration. Proposals should be
country-driven and emerge as national
priorities in the country program.

Nontoxicity. Toxicity of several substitutes,
for ozone-depleting substances will be
taken into account, particularly during
project preparation and implementation,
based on environmental impact assessments,

according' to policies of the Implementing
Agencies and in 1ine wiih best environmental
practice.

Initial Emphasis

Initially, projectswillbe chosen to emphasize:

• The greatest, reduction of ozore.depleting
substances .for the lowest cost within
each recipient country

• Avoidance,ofnoncompliance withagreed
control measures under the Montreal
Protocol, paIti:u1arly on such substances
included in annexes :A and B of the
Protocol

• Complete phaseout of ozone-depleting
substances (except for essential uses) in
entire sectors or countries

• Achievement of additional global
environmental benefits in, other GEF
focal areas..

• I,



NOTES

1 Scientific assessment of ozone depletion 1994, Report of the Scientific Assessment Panel, UNEP
March 1995.

2 These vary from 4,000 for CFC-11 to 11,700 for CFC-13 (on a 100 years' time horizon). See Scientific
Assessment of Ozone Depletion 1994, Report of the Scientific Assessment Panel, UNEP March 1995.

3 Global Environment Facility, 1994.lnstrument for the Establishment of the Restructured Global
Environment Facility, GEF, Washington, D.e. para 2(a).3. Vienna Convention for the Protection of the
Ozone Layer, Article 2.5. Montreal Protocol, Article 2 A - 2H.6. The mechanism became permanent after
the Copenhagen meeting in 1992.7. Montreal Protocol, Article 10, paragraph 1 as amended by decision
IllS of the Second Meeting of the Parties.S. Technical consistency of GEF projects, with relevant
guidance used within the Multilateral Fund of the Montreal Protocol, would be ensured by using the
same technical expertise for technical review. In this regard those technical advisors who are involved in
the technical review of Multilateral Fund projects are being included into the STAP roster.

4 Vienna Convention for the Protection of the Ozone Layer, Article 2.

5 Montreal Protocol, Article 2A-2H.

6 The mechanism became permanent after the Copenhagen meeting in 1992.

7 Montreall Protocol, Article 10, paragraph 1 as amended by decision IllS of the Second Meeting of
the Parties.

8 Technical consistency of GEF projects, with relevant guidance used within the Multilateral Fund of
the Montreal Protocol, would be ensured by using the same technical expertise for technical review. In
this regard those technical advisors who are involved in the technical review of Multilateral Fund
projects are being included into the STAP roster.

9 GEF Instrument, paragraph 21(£).

10 Inaccordance with Decision N 15 of the Fourth Meeting of the Parties to the Montreal Protocol
which established a list of eligible activities in an indicative list.

11 Many CEITs, but not all, are outside the financial mechanism. Article 5 defines eligibility in terms of
per capita consumption of ozone-depleting substances, and some CEITs (such as Romania) are eligible
under the Multilateral Fund.

12 Subject to Council consideration of an overall policy on research and monitoring, such activities
could include a project such as the Latin America regional project in the Pilot Phase Monitoring and
Research Network for Ozone and Greenhouse Gases in the Southern Cone.

13 Modest technical assistance to enable country program preparation may be provided after
Montreal Protocol ratification, even if the process of ratifying the London Amendment has not been
finalized.

14 Montreal Protocol, Article 7. '
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15 Decision IV/5 of the Fourth Meeting of the Parties to the Montreal Protocol.

16 The assessment shall be based on the "Total equivalent Warming Impact" concept.

17 The CEF will not finance in-country staff costs.

18 Montreal Protocol, Article 7.

19 Decision IV/18 of the Fourth Meeting of the Parties to the Montreal Protocol.

20 As approved in Decision IV/18 of the Fourth Meeting of the Parties to the Montreal Protocol.

21 This provision does not affect the total level of CEF-funding in the ozone focal areas.

22 This restriction parallels that of the Multilateral Fund, which provides that exports to non-Article 5
countries affect the eligible expenditures.
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CBD

CFC

COPs

FCCC

IPCC

LPG

NGOs

OOS

SAP

SIDS

STAP

UN

UAC

UNCED

UNCLOS

UNDP

UNEP

Acronyms

Convention on Biological Diversity

chloroflurocarbons

Conference of the Parties

United Nations Framework Convention on Climate Change

Intergovernmental Panel on Climate Change

Liquefied Petroleum Gas

nongove.nunentalorgmruzations

ozone-depleting substances

Strategic Action Program

.small island developing states

Scientific and Technical Advisory Panel

United Nations

unit abatement cost

United Nations Conference on Environment and Development

United Nations Convention on the Law of the Sea

United Nations Development Programme

United Nations Environment Programme
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