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FOREWORD

The reaction of the devel oping countries to the environ-
ment issue has been nmixed. Concern for the environnent
has been treated by sone as a luxury which only the rich
nations can afford; others have viewed it as central to
the devel opnment process itself. Some countries have con-
sidered it irrelevant and extraneous, but elsewhere it has
been heral ded as | ending new focus and inpetus to trad-
itional devel opnent issues. It has been regarded alter-
natively as too costly for the devel oping countries to
undertake in the short termand as too costly for themto
ignore in the long term

Central to the conplex and varied reaction of the
devel opi ng countries is the concept of "additionality".
Surfacing during the early stage of the preparatory
process for the United Nati ons Conference on the Human
Envi ronment (UNCHE), held in Stockholm June 1972, the
concept of additionality first referred to funds for
envi ronment al purposes additional to the existing flow of
resources to the devel oping world. Since then, however,
it has been increasingly msinterpreted and m sused.
Qiginally referring to the principle that increnmenta
costs arising fromthe incorporation of environnenta
nmeasures in devel opnent projects should be nmet by addi-
tional funding, additionality has since been used nore
| oosely and vaguely. It has begun to be taken as a pan-
acea for many of the Third Wrld' s needs, and now often
refers to resource flows fromthe devel oped countries,
additional to current commitnents, designed to address the
envi ronnent devel opment priorities of the devel opi ng coun-
tries. It is used in both a mcro and nmacro context. It
has cone to relate not only to the applications but also
to the sources of funds.

The present paper reviews the devel opnent of the con-
cept of additionality in an attenpt to document and cl ar-
ify some of the conflicting interpretations and mi sunder-
standings that now exist. It also explores whether the
princi ple has any operational significance. The najor
qguestions to be considered include: Should and can the
principle of additionality be applied? 1s the principle
to be given a narrow or broad application, i.e. is it to
refer only to individual devel opnent projects or to the
overall flow of devel opment assistance? Should it apply
to all environmental actions to be taken up by a devel -
oping country? |If restrictions do exist, on what criteria
are they to be based? 1In defining criteria, what distin-
ction should be nade between the environnmental problens



emergi ng from devel opnent and those resulting fromthe

| ack of devel opnment? What sources are available for

addi tional financing and for which neasures woul d each be
appl i ed?

Oigins of the Study

The present publication has its origins with a snal
Task Force established under the aegis of the IUCN
Conmi ssion on Environnmental Policy, Law and Adm nistration
(CEPLA) to consider several issues arising out of the
St ockhol m Conf erence which warrant further investigation

The Task Force is an informal international group
brought together on an ad hoc basis through questions and
concerns shared in common. [Its nmenbers serve voluntarily
in their private capacities, and need to work largely by
correspondence. The Task Force has operated under the
Chai rmanship of Christian de Laet and has as nenbers:
Peter Ellyard, Robert G uszka, Scott MaclLeod, Robert Minro
(Co-ordinator), and Shadia Schneider-Sawiris. They are
working closely with the follow ng menbers of CEPLA
Wl f gang E. Burhenne, Lynton K Caldwell, and R chard
Gardner, and with senior menbers of the IUCN Secretari at
Gerardo Budowski, Raynmond F. Dasnmann, and Frank
G N cholls.

Prom nent anongst the concerns of the Task Force have
been the concept of additionality and the closely |inked
concept of "conpensation”. As a result of the exchanges
bet ween nmenbers of the Task Force on these subjects,
several papers have been prepared for publication in this
series, ampngst themthe present paper. It is conpl enen-
tary to another study on the sane thene included in the
present series: No. 4, "The Concept of Compensation in the
Field of Trade and Environnent”, by Shadia Schnei der-
Sawiris. Basic docunentation of specific interest is
given in a further paper in the series: No. 5, "Source
Book: Energence of Proposals for Reconpensing Devel opi ng
Countries for Mintaining Environnental Quality", conpiled
by Yvonne |. N cholls.

This group of papers is presented as a contribution
towards defining the issues and alternatives with refer-
ence to relevant precedents and the difficult choices,
largely political, which nust be nade. They do not
attenpt to el aborate action proposals. The solutions
envi saged for such inportant problens as financing, pro-
cedures, and organizational frameworks are part of an
attenpt to clarify the concerns involved and to provide a
background to the debates that will arise in various
international gatherings. Although the papers are based



on di scussions and suggestions within the Task Force, the
credit and responsibility belong essentially to the

aut hors who have carried out the research and creative
wor K.



Bl OGRAPHI CAL NOTE

Scott MaclLeod is currently working on rural devel opnent at
the World Bank in Washington, D.C. Previously, he served
for two years as a research and progranmme officer within
the Environment Secretariat of the United Nations. He
studied at the American University of Beirut and
1'University de Paris, and has a bachelor's degree from
Yal e University and a naster's degree from Col unbi a

Uni versity.

ACKNONLEDGVENT

The aut hor assunes sole responsibility for the text but
wi shes, in particular, to acknow edge the constructive
coment s and suggestions of M. Hans Landsberg, Resources
for the Future; M. Donald King, Ofice of Science and
Technol ogy, U.S. Departnent of State; M. Frank Nicholls,
Deputy Director General, IUCN, M. Christian de Laet,
Secretary-Ceneral of the Canadi an Council of Resource and
Environment M nisters; and M. Robert G uszka, Center for
Econom ¢ and Social Information, United Nations. Special
thanks are owed to Robert Munro, of the Environment and
Housi ng Di vi si on, Econom c¢ Comm ssion for Europe, whose

t hought ful suggestions and attention to detail and consis-
tency hel ped greatly to inprove earlier drafts of this
paper. Nunerous others contributed at various stages in
the devel opnent of this paper, and the author w shes to
express to themhis appreciation and gratitude.



CHAPTER 1

EMERGENCE AND DEVELOPMENT OF THE
PRI NCl PLE OF ADDI TlI ONALI TY

The environment has emerged in recent years as an issue of
maj or concern for nost industrialized countries. As pop-
ul ati on has increased exponentially, as technol ogies
poorly adapted to environmental needs have proliferated
dramatically, and as per caput inconme |evels have con-
tinued to rise rapidly, problens of the environnent have
surfaced with increasing frequency and intensity.

Pronpted by the growing severity of these environmenta
probl ens, an increasing public awareness and concern have
gradual |y energed, precipitating a wi de range of respon-
ses throughout much of the industrialized world.

Actions at the international |evel were channelled
after 1968 into the preparations for the Stockhol m Confer-
ence.! The preparatory meetings for the Conference pro-
vided a forum for concerted attention on such inter-
national environnmental problenms as pollution of the
at nosphere by sul phur di oxi de, nitrous oxi des, and par-
ticles; the contam nation of the oceans by oil and by such
heavy metals as mercury, lead, or cadm um the disappear-
ance of val uabl e genetic resources; the proliferation of
chl ori nated hydrocarbons throughout the gl obe; and the
destruction or depletion of inportant aquatic resources.
These, among ot hers, were probl ens of paranount concern
to the original sponsors of the Stockhol m Conference, nost
of which were industrialized countries.

It soon became apparent, however, that the proposed
Conference would not obtain the international consensus
required without the active involvenment of the devel oping
countries. The United Nations Environnent Secretariat, in
its most sensitive and inmportant contribution to the
preparations for the Conference, noved to engage the
interest and participation of the devel oping countries and
particularly to relate the environnental issue to their
already conpelling priorities. Concurrently, it helped to
convi nce the devel oped countries that the full particip-
ation of the devel oping world was essential to any inter-
nati onal environnmental initiative.

9
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Al t hough the industrialized world accounted for vir-
tually all forns of global pollution, it was evident that
the devel opi ng countries nust be included for severa
reasons: (a) they were needed to nmake the Conference the
truly international affair the new sense of global inter-
dependence denanded; (b) they were as rmuch the recipients
of gl obal environmental disruption as were the devel oped
countries; (c) they would experience significant socia
and econom c repercussions as a result of environnenta
neasures taken in the industrialized world; (d) they
shoul d be informed and equi pped to avoid the type of
envi ronnent al degradation the industrialized countries
were only beginning to renmedy; and (e) they should not be
excluded fromparticipation in decisions that woul d
directly affect their future interests. Furthernore the
conpl ete catal ogue of environmental problens included not
only industrial pollution but also soil erosion and
depl etion, inadequate sewage facilities and health
centres, shortages of water supplies and housing, and nal -
nutrition and water-borne diseases. So defined, the
environmental issue was clearly of direct relevance to the
principal econonic and social priorities of devel oping
countri es.

The devel oping countries joined in the preparations for
the Stockhol m Conference, and with their new environnental
interest came an insistence on the principle of addition-
ality. In order to better understand its origins and
assess its practical applications, it will be useful to
review the devel opment of the principle within the con-
text of the Conference and its preparations. At the
Second Session of the UNCHE Preparatory Conmittee, held at
Geneva during 8-19 February 19712, the devel opi ng coun-
tries were allocated a specific subject area in the
proposed Conference Agenda. The concept of additionality
was inplicit in the issues marked for consideration under
this agenda item?3

The principle was first introduced and di scussed at a
neeting of experts convened at Founex, Switzerland, from
4-12 June 1971, by the Secretary-CGeneral of UNCHE to
exam ne the relevance of environnmental issues to the
devel oping countries.* Anong issues assigned particul ar
enphasi s was that of the additional costs, and funding
alternatives, associated with environmental neasures. In
its final report the Panel pointed out that:

additional aid funds will be required to subsidize
research on environnmental problens for the devel -
opi ng countries, to conpensate for major disloc-
ations in the exports of the devel oping countries,
to cover major increases in the cost of devel oprent
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projects owing to higher environnental standards,
and to finance restructuring of investnent, prod-
uction or export patterns necessitated by the
envi ronment al concern of the devel oped countri es.
A suitabl e nechanism for the channeling of these
funds shoul d be devised.®

Four regional semnars were subsequently convened
during the sumer and early fall of 1971° to relate the
findings of the Founex Report to the particul ar problens
and concerns of the respective devel oping regi ons, and
additionality again proved to be a recurrent thene. Each
sem nar independently exam ned the environmental issues of
its own region, and a summary of the common concerns of
the regions was then presented to the Third Session of the
UNCHE Preparatory Conmittee at its nmeeting in New York
from13-24 Septenber 1971.

The Beirut Sem nar concl uded that:

international assistance will be needed through
bilateral and nultilateral machinery for the study
and solution of problens of the environment in the
devel opi ng countries.’

The Bangkok neeting agreed that:

additional funds would be required to subsidize
research into the environnmental problens of the
devel opi ng countries, conpensate for major dis-
locations in the proceeds of their exports, cover
the maj or costs of devel opnent projects, and
restructure investnent, production, or export
patterns.?®

The final report of the Addis Ababa sem nar contained a
simlar reference.® The Mexico Oty neeting concl uded
t hat:

in international financial assistance programes,
special attention should be given to the follow ng
points: (a) the need to provi de new resources on the
nost favourable ternms and conditions possible, to
cover the nost pressing needs of devel opi ng coun-
tries in the face of the increasing costs entailed
in the necessary restructuring of industry in order
to adapt certain sectors to the new environnental
control standards, and in the absorption and adap-
tation of nmodern techniques inposed by the new

met hods of environnental control; (b) the harmwhich
m ght be sustained by devel oping countries if
external aid were reduced even further below its
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current level owing to the higher cost of enV|ron-
nmental control and conservation systens

A neeting of scientists, nostly fromdevel opi ng coun-
tries, was also convened in Canberra by SCOPE!!, where
i medi ate steps were urged to fund environnental research
at all geographic |evels.

Di scussions at the Third Session of the UNCHE Prep-
aratory Committee underscored the dilemma confronting nost
devel opi ng countries:

In view of the limted resources at their disposa
and in view of the goals for devel opnent set by the
I nternational Devel opment Strategy for the Second
Uni ted Nations Devel opnent Decade, devel opi ng
countries were reluctant to divert their goals and
resources to an area of lesser priority for

them. . . The need was enphasi zed for augnenting
the resources available to devel oping countries by
extendi ng technical cooperation and financia
assistance for the purpose of coping with their

envi ronmental problenms. Such assistance could al so
hel p in maintaining the order of priorities in their
nati onal devel opnent pl ans.?

Di scussions at the Second Mnisterial Meting of the
Devel opi ng Countries, known as the Group of 77, at Lina
on 7 Novenber 1971, enphasized the need for additiona
resour ces. 3

On 20 Decenber 1971, during its twenty-sixth Session
the UN CGeneral Assenbly adopted Resol ution 2849 (XXM) on
devel opment and environment which, for the first tine,
gave official recognition to the principle of addition-
ality. It indicated the need for devel oped countries:

to provide additional technical assistance and fin-
ancing, beyond the targets indicated in the Inter-
nati onal Devel opnent Strategy for the Second United
Nat i ons Devel opnent Decade and w thout affecting
adversely their programes of assistance in other
spheres, to enabl e devel oping countries to enforce
those new and additional neasures that m ght be

envi saged as a neans of protecting and enhancing the
envi ronnent . 4

The Resolution also strongly argued for an accel eration
of the flow of resources to the developing countries. It
was carried with 85 votes in favour, 34 abstentions, and
only the United States and the United Ki ngdom voting
against it.
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The Resolution also called for the preparation of a
Secretariat Note on additionality, to be presented to the
St ockhol m Conference itself. The Note, which was based on
further comments and views from governnents, explained
both the narrow and broad interpretation of the concept.
It interpreted the views on both the application and
source of additional funds. It defined additionality as:

the additional financing which devel oping countries
require and nay request to cover the extra costs of
taking environnental factors into account w thout
suffering a curtailment of the scope of their

devel opnent which can be financed from avail abl e
devel oprent funds. *°

The subject of additionality was again considered
during the debates of the Fourth Session of the UNCHE
Preparatory Conmittee, held in New York from 6-10 March
1972. In discussing the establishment of a voluntary
fund, many del egates argued that future budgetary policies
shoul d include the principle of additionality. Qhers
insisted that:

beyond a possible fund to finance new programmes of
the United Nations systemin the domain of the
environment, additional resources would be needed
for direct assistance to cover environnental
expenses incurred in devel opment projects of

devel oping countries.

Both the narrower and broader requirenments of additional
fundi ng were thus recogni zed. Mreover, they were again
acknowl edged in a special report!” to the Third Session of
the United Nations Conference on Trade and Devel opnent
(Santiago, 13 April - 21 May 1972) and in the discussion
at that Conference.'®

The Stockhol m Conference began two weeks after the
UNCTAD Conference. The official docunentation submtted
to the Stockhol m Conference stated that:

One of the principal questions that arises fromthe
i ncreased concern with the human environnent is
what the cost to achieve various higher |evels of
environnental quality will be .. . and how the
costs shoul d be distributed anmong the nations of
the world. *?

Statenments and debate on the issue arose frequently
during the Stockhol m Conference. Canada and the United
Ki ngdom for exanple, expressed the intention to increase
their annual aid allocation to accomodate the additional
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costs of environnental measures. It should be noted
however, that whether or not such funds would be truly
additional could not be verified with certainty.

Concern for additionality was fornally reflected in
Recomrendati on 107, which denmanded a study of appropriate
mechani sms for financing international environmenta
action taking into account UN General Assenbly Resol ution
2849 (XXVI). It was also expressed in Recommendation 109
which stipulated that:

envi ronnental problens should not affect the flow
of assistance to devel oping countries, and that
this flow should be adequate to neet the additiona
envi ronmental requirenents of such countries. ?°

Additionality was again taken up in the twenty-seventh
Session of the UN General Assenbly. Maurice Strong, the
Secretary-Ceneral of the Stockhol m Conference, made the
following reference to additionality in his opening state-
ment to the Second Conmittee of the General Assenbly:

The creation of the Fund would respond to the
inportant principle of additionality, as it would be
in addition to the funds available for devel opnent
financing . . . There will, undoubtedly, be oppor-
tunities for the mobilization of additional funds
fromthe world community to deal with particular

envi ronmental concerns - as, for exanple, the
dermonstrabl e and urgent needs in the field of human
settl ements.

The UN Ceneral Assenbly passed Resol ution 3002 (XXVI1),
whi ch recommended in operative paragraph No. 4:

respect for the principle that resources for

envi ronmental progranmes, both within and outside
the United Nations system be additional to the
present |evel and projected growth of resources
contenplated in the International Devel opnent
Strategy, to be nade available for the progranmes
directly related to devel opment assi stance. %

The vote on this paragraph was 74 for, 3 against, and
26 abstentions. Again, a nunber of devel oped countries
cited efforts already underway to inplement the principle
of additionality. Australia, for exanple, pointed out
that it had pledged a total of $2.5 mllion for the United
Nati ons Environnent Programre (UNEP) during a year when
its commitnent to the United Nations Devel oprment Programre
(UNDP) woul d increase by 20 per cent. 22
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Six nonths after the General Assenbly had approved the
creation of UNEP, the UNEP Coverning Council nmet for its
first session at Ceneva (12-22 June 1973). The need to
provi de additional financial resources to devel opi ng coun-
tries to help themdeal with and avoid environmenta
probl ens was approved as one of the priority tasks. The
Governing Council requested the Executive Director of
UNEP:

to take steps, in collaboration wth other approp-
riate agencies, to encourage devel oped countries to
make increased capital assistance available to
devel opi ng countries so that extra costs of intro-
duci ng environnental | y-sound technol ogi es by them
are covered. ®



CHAPTER 2

MEANI NG OF ADDI TI ONALI TY

An historical review of the principle of additionality,
and of its evolution within the framework of the Stockhol m
Conference, reveals the variety of interpretations it was
gi ven.

A. Additional Costs to Devel opnent

In its narrower and original sense, additionality meant
that additional financing should be nmade available to dev-
el oping countries to cover the costs taken specifically or
primarily to protect or enhance the environment. It
reflected the concern that new environmental measures
shoul d not constitute an additional burden on the already
limted resources of the countries of the Third Wrld. It
particularly focused on the increnmental costs anticipated
for specific devel opment projects or programmes.

The negative side-effects often acconpanyi ng devel op-
ment in the industrialized world were readily recogni zed by
the devel oping countries. The creation of large productive
capacities in industry and agriculture, the growh of com
pl ex systems of transport and communication, and the evol -
uti on of massive urban congl onerati ons were all acknow
| edged to induce environnmental disruption when inproperly
pl anned and nmanaged. But the devel oping countries also
realized that preventing the negative side-effects of such
devel oprments usually entails the outlay of additiona

capital. The developing countries, for their part,
dermanded additional funding fromthe international commun-
ity to provide such capital. They argued that action to

mtigate adverse environnental repercussions, although
justified by long-termbenefits, would in the short-term
i npose an unbearabl e strain on existing resources.

Additionality, interpreted in this fashion, gave
expression to very pragmatic concerns. Internal resources
were linted and directed to the projects and programmres
fitting the nost imedi ate devel opment priorities. |If
envi ronmental considerations and the additional costs
i nvol ved were to be included, then additional funding from
the international community would be required to hel p neet
those costs. Unless such funds were provided, other

16
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needed devel opnent activities would sinply be curtailed or
post poned entirely due to inadequate funds. The devel op-
ing countries found it inpossible to justify any mgjor
reall ocation of funds in the near future, either from
traditional devel opnent activities to new environnenta
measures or fromitens of imrediate high priority to itens
of high but long-termpriority.

B. Additional Funds for Devel opnent

Additionality also gave expression to a much broader
concept that extended well beyond the environnental issue.
It related to overall devel opnment objectives and to the
contribution the devel oped countries made to such objec-
tives. It bore on the relationship of the devel oped to
the devel oping, and to the grow ng gap between the two.
Wthin this context, additionality came to mean increased
support for the devel opnment process. It was argued that
concern for the environnent should provide an additiona
source of funds for many of the traditional concerns of
the devel oping countries and, as was enphasized throughout
t he St ockhol m Conference preparations, that such concerns
fell within the anbit of the environment defined in its
br oadest sense.

(a) Failings of international devel opment efforts

The concern of the Third Wrld to obtain new forns of
addi tional funding was not without a sound basis. The
enoti ons behi nd such concern - the frustration, despair,
and anger arising fromtheir earlier attenpts to secure
increases in the grossly inadequate levels of inter-
national assistance - were readily understandable. Their
efforts to direct environnmental funds to their |ong stand-
ing priorities should not be considered surprising. The
inequities within the global comrunity had continued to
grow, and the m ni num needs of an increasing nunber of the
worl d's poor renmained unmet. The response of the rich and
privileged was becom ng increasingly unsatisfactory. The
facts are known but bear repetition. They provide the
essential context w thin which the argunent for additional
funding - through the environment or any other concern -
woul d appear well justified. During the preparation for
the Stockhol m Conference - as now - there were certain
realities that denanded attention.

Devel oping countries represent tw thirds of the
worl d's popul ation, and their proportion of it will be
rising.*® Athough their living conditions have generally
i nproved over the last twenty years, the increase in
average per caput income has been less than one dollar a
year. It is estinmated that approxinately one half of
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their nunbers are hungry or mal nouri shed. Roughly one out
of every five in the |abour force is underenpl oyed or
unenpl oyed. Infant and child nortality is four tinmes
greater than that found in the industrialized world, and
life expectancy is 40 per cent |less. There are about

100 million nore adults illiterate than there were two
decades ago.

Conparison with the wealthy countries of the world
serves to accentuate the needs of the poor and the parsim
oni ousness of the rich. O the total annual increase in
world G oss National Product (Q\W) of $1000 billion
experienced during the First Devel opment Decade (1960 -
1970), 80 per cent went to that one quarter of the world's
popul ati on which already has an average annual per caput
i ncome of over $1000. Only 6 per cent went to the 60 per
cent of the global popul ati on whose annual per caput
i ncones average $200 or less. Al nost one third of the
under - devel oped countries have average per caput incomes
of less than $100. And the present gap between the $2400
average annual income in the industrialized countries and
the $200 average annual income in the |ess devel oped is
expected to increase over the next decade to $3600 and
$300 respectively.

Efforts to redress this inbalance are equally discour-
aging. In its strategy to inprove the standard of I|iving
for the nasses of the poor, the United Nations has set as
the target for the Second Devel opnent Decade an average
annual rate of growh in G\P for the devel oping countries
of at least 6 per cent. To neet these objectives, the
devel oped countries are called upon to increase their
concessionary aid - known as Oficial Devel opment Assis-
tance (DY) - to 0.7 per cent of G\P by 1975. However
there seens little likelihood that ODA will exceed 0.37
per cent of G\P during the first half of the Second
Devel opment Decade (1970 - 1980).2° Such inadequate par-
ticipation of the devel oped countries virtually excludes
the possibility of attaining the 6 per cent growh target.
Standards of living will remain desperately low Per
caput incone can be expected to rise by no nore than $2 a
year. Moreover, the burden of servicing public debt
obligations will becone insupportable. The annual debt
service is currently at $7 billion and increasing rapidly.
In sum without additional resources fromthe inter-
nati onal comunity, the devel oping countries can only |ook
ahead to perpetual poverty, increasing bankruptcy, and
wi dening disparities. The argunment for. additional funding
is thus a strong one.

The traditional channels for inproving their lot, for
righting the grow ng inbal ances dividing the internationa
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community, and for accelerating the flow of resources from
the rich countries, appear to have failed. The UNCTAD |11
conference, for exanple, gave themvery little. Only the
Scandi navi an countries are expected to reach the ODA tar-
get by 1975; the link between the Special Drawing Rights
and devel opnent was deni ed; and no new access by devel op-
ing countries to the markets of the rich countries was

gr ant ed.

Wth persistence and hope, and a backl og of frus-
trations, the devel oping countries |ooked to the environ-
nment as a possible source of new funding to neet their
urgent priorities. dting the principle of additionality,
they used the environment to argue for the increased
transfer of resources to the traditional concerns of the
devel opi ng countries. The devel oping countries were - and
are - overcome by the problens of poverty. Their resour-
ces are inadequate to address even the nost conpelling of
these problenms. |f sone of these problens cone to be
called environmental as well as devel opnental %, and as
such are subject to new sources of international funds,
then an opportunity has emerged whi ch the devel opi ng coun-
tries would be foolish to ignore.

The nature of the environnment, in fact, would justify
the denmands of the devel oping countries. The notion of
gl obal interdependence and the supposed harnony of devel -
oprent and environment both support the denmands for
increased attention to the environmental problenms of the
devel oping world, and for the increased flow of resources
this requires.

(b) Argunent of gl obal interdependence

The Stockhol m Conference inaugurated a new awar eness of
gl obal interdependence, a world in which all humanity
woul d have to unite to deal with the common probl ens of
accumul ati ng wastes and di sappearing resources. |Its spon-
sors contended that the context of the "spaceship earth"
demanded new priorities and responsibilities. A new
recogni ti on of physical interdependence would require new
econom ¢ and social relationships. dd structures would
have to be adapted or abandoned, old val ues reassessed
and old relations reviewed. The environnental advocates
clained this had to be a time of change. The recent and
accel erating "energy crisis" dramatically substantiates
these cl ai ns.

The new appreciation of the global ecosystem supports
the contention that the benefits accruing fromthe
world's linmted supply of resources nust be distributed
nore equitably. It provides a basis upon which
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additionality can be argued. If, indeed, the earth is a
finite system and this finiteness is beginning to induce
serious operational consequences, then as inportant as the
size and duration of the supply of resources is who
shoul d have access to them and who shoul d consune what .
Environnental realities therefore argue that nany of the
soci al and econonic inbal ances be redressed. The diffic-
ulty lies, of course, in identifying and inplenenting a
nmechani sm t hrough which a nore equitable allocation of

exi sting resources can be achieved. The resources are
already in place and, in general, cannot thenselves be
redistributed. However, the benefits to be derived from
such resources can be allocated on a nore equitable basis.
This would require a significant acceleration in the flow
of transfer paynments fromthe privileged to the under-
privileged peoples of the world.

This redistribution could eventually be expected to be
carried out partially within the context of the inter-
nati onal market place. For exanple, the United States,
with 6 per cent of the world's popul ati on, cannot continue
to consume one third of the world' s non-renewabl e resour-
ces without paying a price reflecting their increasing
scarcity and the striking inbalances in their allocation
Prices have to reflect nore realistically the dimnishing
supply of essential raw materials over the long term
Li kewi se, prices might be geared to the ability to pay of
the consunming country and to the per caput quantity of
resources it already consunes. Such neasures woul d be
desi gned to benefit the devel oping countri es.

Where raw naterials were held by devel opi ng countri es,
the inflow of financial resources would increase in
exchange for the natural resources required by the devel -
oped countries. Wiere the principal reserves of a non-
renewabl e resource were found w thin the devel opi ng worl d,
the realities of a finite systemcould al so be exploited
to demand hi gher prices. The recent successes of the CPEC
countries concerning petrol eumwoul d suggest possible
price realignnents for other natural resources held prim
arily by the devel oping countries, and for which there are
no ready short-termsubstitutes. For exanple, virtually
all of the world's tin reserves belong to the devel opi ng
countries. Likewise, a majority of the global reserves of
ni ckel, bauxite, and cobalt lie in the devel opi ng world,
together with substantial quantities of copper and nan-
ganese. In addition, full recognition of an interdepen-
dent world would require the fair allocation of the
benefits derived fromall resources shared in conmon, such
as the oceans, their seabeds, and their produce. This
recognition mght even argue that the devel oping countries
be conpensated to preserve the relative cleanliness of
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their environnental resources - air and water - which
interact within the global system Thus, the realities of
a finite and interdependent world will eventually con-
tribute to substantially increased flows of resources to
the devel opi ng countri es.

For the nonent, however, nany claimthat the new under -
standing of the world's physical interdependence argues
for additional funding to the Third Wrld. As well as an
instrunent of humanitarianismor foreign policy, inter-
nati onal assistance can now act as an instrunent of
enlightened self-interest, serving to naintain, throughout
all parts of the world, the health and stability of the
gl obal environnent and of those who share it. Such
assi stance m ght be characterized as an obligation of the
devel oped to the devel oping countries. For were not their
hi gh levels of econom c wel fare achieved at the expense of
the global environnent? |f the devel oping countries were
to be deprived of the rights to unbridled resource
exploitation, to the availability of |owcost environ-
mental |y disruptive industrial processes, and to the use
of the commons to dilute and assimlate waste - all elem
ents by which devel opment of the industrialized world was
advanced - then additional funds equivalent to these
benefits foregone should be forthcom ng.

(c) Argunent of the unity of devel opnent and environnent

The environment al so served to focus new attention on
sonme of the long-standing concerns of the devel opi ng coun-
tries. The pressing environnental priorities of the dev-
eloping world constituted a very different set of environ-
mental problens fromthose encountered by the devel oped
countries. These were the problens of neagre water sup-
plies, poor sanitation and nutrition, insufficient housing
and transport, debilitating di sease, eroded soils, and
i nadequate irrigation. These were not new probl ens, but
rather the scars of poverty that have |ong beset the
devel opnent process. These were different fromthe envir-
onmental costs often associated with industrialization.
They were problens for which devel opnent itself provided
the best cure. Before such probl ens, devel opnent and
environment nelted into one, and the concerns becane
i ndi sti ngui shabl e.

Such problens constituted the principal environnental
i ssues for the developing countries. They had al so | ong
been anong their inportant devel opnment concerns. |If the
international comunity were to undertake co-operative
action to deal with common environnental problens, then
these were the problens on which the devel oping countries
wanted to focus. |f the environmental concerns of the
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world community were to be eligible for new funding, then
these were the problens for which additional funds should
be provided. To ignore such problens would be to ignore
the environnental priorities of the Third Wrld. Devel-
opi ng countries thus argued that new funds be directed to
their environmental concerns and that they be additiona
to current CDA conmitnents. They hoped that a new apprec-
iation of environmental quality would rekindle interest in
the needs of the devel oping world. Were arguments for
devel opnent had failed, a new enphasis on the environment
m ght succeed.

The environment could give these problens new enphasis
and cast themin new light, as it spoke for human welfare

and called for inprovenent in the quality of life. It
enphasi zed those basic needs too often neglected by the
traditional concerns of economc developnent. It was a

renminder that it was man, the ultimte beneficiary of
devel opnent, and hunman needs that had to remain at the
forefront of devel opnent thinking.

But fresh funds were needed to neet this new enphasis
and the principle of additionality was thus invoked.



CHAPTER 3

APPLI CATI ON OF THE PRI NCI PLE OF ADDI TI ONALI TY
AT THE PRQIECT LEVEL

The origins of the concept of additionality and the his-
tory of its devel opment are essential to an understandi ng
of its practical inplications and its operational signif-
icance. Can and should it be applied, under what circum
stances, and according to which criteria?

Additionality in the micro context - the narrower def-
inition of the termand the case of the individua
project - first calls for analysis. But before situations
potentially eligible for additional funding can be
reviewed, the nature of the costs involved rmust be asses-
sed.

A Costs of Incorporating Environmental Considerations
into Devel opment Projects

Avai |l abl e data on the costs of environmental contro
are scanty, general, and prelimnary. Differing methods
of measurenents nean that any type of conparison, partic-
ularly among countries, is extrenmely difficult. However,
pending future study, such data at |east suggest an order
of magnitude. A few aggregate figures, gathered from
studies within some of the industrialized countries,
prove instructive.?’

For exanple, it is estimated that investnents of
$22.8 billion by American business would be required to
bring all existing facilities up to the air and water
pol lution standards in effect as of 1 January 1972.
Anerican industries are expected to invest 5.3 per cent of
capital spending on pollution control expenditures by
1975, with percentage investnments in some sectors estim
ated as high as 14.5 for paper, 12.7 for iron and steel,
and 10.7 for chemicals. Cunulative cash expenditure for
the period 1971 - 1980 for Anmerican industry is projected
at $287.1 billion, or 2.2 per cent of GNP. In Japan,
total capital investnent in pollution control for the
period 1970 - 1975 of manufacturing, mning and public
utility enterprises is estimated at 8 per cent; private
and public pollution control investnent during the same
period is expected to be 2.1 - 2.2 per cent of GNP. In

23



24

the Federal Republic of Germany, inplenentation of a new
environnental policy programre will require an additiona
DM 36 billion during 1971 - 1975 which, when conbined with
the DM 34.5 billion in existing progranmes, wll| represent
2.1 per cent of the GNP in 1975.

The inpact of such costs on the econony have been best
docunented in a recent study of the inpact of present air
and water pollution control abatenent requirenments on
fourteen industries in the United States.?® It is estim
ated that the G\ will decrease 0.3 per cent over the
1972 - 1976 interval and 0.1 per cent over the decade, due
to higher product prices and new industrial demands for
i nvestrments in pollution-control facilities, totalling
$26 billion (calculated at 1971 doll ar val ues) over the
1972 - 1980 period. The effect of rising prices, tending
to slow the growh of demand in the econony, would out-
wei gh the stinulating inpact of investrment in pollution
control facilities. Moreover, other inpacts of the
pol | uti on abatenent requirements include a reduction in
empl oyment of 0.1 - 0.2 per cent, a deterioration of
$700 mllion per year in the bal ance of paynments and the
cl osing down of sone 200 - 300 pl ants.

Such cost estimates represent a staggering vision to
devel opi ng countries. Wth basic priorities as yet unnet,
such significant costs are considered intolerable. But a
cl oser exami nation of relative costs should provide a nore
realistic perspective.

First, virtually all of the costs cited above relate to
the control of industrial-type pollution; and the accum
ulation of waste, with several notable exceptions, is as
yet less of a concern to the devel oping countries, where
the carrying capacities of nost natural systens are still
generally able to dilute or assimlate waste. The
exceptions, however, are rapidly increasing; for exanple
the air has becone seriously polluted by coal conbustion
in Ankara and Seoul and by motor vehicles in Mexico Gty
and Santiago. Al though mounting attention is paid to the
growi ng nunber of exanples of pollution in the devel opi ng
wor | d2°, the nunber of situations denmandi ng renedia
action are still only a fraction of those found in the
industrialized world.

Second, nost of the above costs anticipated by the
industrialized countries are for renmedial actions. They
represent environnmental measures to inprove upon existing
environnmental degradation. In particular, they require
the conversion of old equipnent and plants rather than
the installation of new In contrast, nost of the anti-
pollution action to be undertaken by the devel opi ng
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countries woul d be preventive, involving considerably
small er costs. The costs of incorporating environmenta
nmeasures into new plants are usually significantly |ess
than those now assuned by the industrialized countries in
converting old plants. In addition, nunerous opportun-
ities exist to introduce either recycling or non-

pol luting technol ogies. Both serve to reduce pollution
and conserve val uabl e natural resources. |nmmediate econ-
omc benefits can often be derived, as in the case of Dow
Chem cal Conpany, where the recuperation of raw materials
was expected to yield profits of $12.3 mllion in 1971.
However, the existing stock of capital investnent in the
industrialized world generally precludes such alter-
natives, at least in the short term The installation of
anti-pollution devices, rather than the investment in new
systens of production, is frequently the only econonic
course still available to their industries.

Third, typical of the high conversion costs cited above
are nmany environnental neasures that would denand rel at-
ively few resources of the devel oping countries. For
exanpl e, separation of stormand sanitary sewers -
amounting to as much as 40 per cent of projected environ-
mental expenditures in the United States, Sweden, and sone
ot her devel oped countries during the next five years -
woul d represent only a fraction of such costs to devel -
oping countries, as such sewers have often yet to be con-
st ruct ed.

Finally, it nust be noted that the burden upon the
devel opi ng country's econony will depend on who has to
assurme the incremental costs. For exanple, where environ-
ment standards have been introduced and where major cap-
ital investrments will be undertaken by nultinationa
corporations, these corporations should be expected to
bear the entire cost burden at no expense to the host
country.

B. Environnmental Costs within a Broader Perspective

What ever the immediate costs to devel oping countries,
and whatever their relation to those of the devel oped
countries, environnental measures nust be viewed in
relation to attendant benefits. Costs and benefits, both
short- and long-term nust be conpared. The costs to the
envi ronnent of not acting rmust be conpared with the imred-
i ate expenses that such action requires. Al costs and
benefits - inpacts on other resources and their use,
adverse repercussions on the ains of the project itself,
conflicts with other social or econom c objectives - nust
be incorporated. The basis upon which decisions nust be
made will be inconplete until such information is provided
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The difficulties of cost/benefit analysis are nmany and
conpl ex, and have been wel | -docurent ed el sewhere. 3 A few
of the nmost significant deserve reference here. The prob-
lems of nmeasurement are often formdable, involving such
conplications as which factors to include in the cal cul -
ation and eval uation, and what value to assign factors
whi ch frequently do not lend themselves to quantification
or conparison. The proper neasurenent and val uati on, and
the di mensions of time and space are critical. The eco-
system possi bly provides a franework appropriate to encom
pass the variables to be exam ned by cost/benefit analysis
and can thereby define the spatial dinmension. But the
value of tine is not easily resolved. Present methods of
calculating future values are clearly inadequate. First,
environmental costs do not come into play until the inter-
nmedi ate or long term at which point their value has been
di scounted to al most zero. Second, any such nethod as-
sunmes the resource is still fully marketable at any time
in the future - whether it be an eroded hillside, a dep-
leted mineral deposit, or a ravaged forest - which is too
frequently sinply not the case. Special discount rates
for future environnental costs or benefits m ght provide a
partial solution here. Finally, the very prenises of
cost/benefit analysis can be cast into doubt, for its
basis is the "pareto criterion"3, and its guide is market
prices - both of which reflect private rather than social
values. Possible solutions may lie in the formulation of
social indicators to conpl ement existing data.

What ever the nethodol ogi cal problens of measurenent and
val uation m ght be, however, an attenpt nust be made to
exam ne all costs and benefits associated with any action
A conpl ete accounting of all costs and benefits, both
present and future, leads to a very different conclusion
regarding the applicability of the additionality prin-
ciple. Wuen considering only the imedi ate cash require-
nments of environnental action, a strong case can be nade
for additionality. Adequate resources are sinply not
avai l abl e for such concerns, without a major reallocation
of devel opnent priorities, and the international commnity
nmust therefore provide the needed increment. But when in-
cluding intangible benefits as well as tangible costs, the
future as well as the present, a very different optic is
provided. It is one of optimumallocation and use of
scarce resources. It requires that the effects upon the
natural systemas a whole be taken into account - that the
costs, for exanple, to downstreamfisheries or to potable
wat er supplies be properly integrated into the accounting
of an upstreamindustrial project. It-denands nothing
special or unfair of the developing countries. It
requires only that they use their natural resources effic-
iently over the long term It calls upon them for
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exanpl e, not to discharge toxic wastes into receiving wat -
ers if aquatic life is thereby to be killed; not to rel-
ease noxious emssions into the air if respiratory ail -
nments are thereby to be increased; or not to exploit for-
ests if they cannot be regenerated. Such principles of
natural resource efficiency serve traditional devel opnent
concerns as readily as new environnent interests. For ex-
anpl e, hurman health is served as nuch by neasures to reg-
ulate the discharge of excreta into adjacent waters as by
the installation of a clinic to treat water-borne di sease,
or tinber needs are served as much by regul ation of forest
exploitation as by reforestation efforts. Preventive ac-
tions can respond to the sane concerns as renedial ac-
tions; the environment can serve the sane priorities as
devel opment. All contribute to opti mumresource use. It
m ght thus be argued that the environmental actions of
devel opi ng countries, although involving additional costs,
shoul d not generally qualify for additional funding from
the international community, any nore or |ess than does
any other measure to optimze resource use, such as action
to protect an inland fish stock agai nst di sease or an agri -
cultural crop against pest infestation. Under these cir-
cunst ances the devel oping countries would be called on to
re-examne priorities in allocating available funds, giv-
ing weight to previously neglected environnental factors.

There are, on the other hand, inportant qualitative
di fferences between the environnment and other concerns of
the devel oping countries. The consequences of environ-
mental action will usually be nore indirect and | ong-term
For nost of the devel oping world, environmental action
still relates to the future. The devel oping countries
generally feel it will be sone tine before the exploit-
ation of resources and the accunul ation of wastes begin to
exceed the carrying capacity of their natural systens.
And it is difficult to talk to a poor man about the
future, because the imedi ate and the tangi bl e demand
priority. The future is understandably relegated to
tonmorrow - al though today's environnental actions often
serve tonmorrow s devel opnental, as well as environnenta
needs, and although the cost to guarantee such needs is
usually less today than tonorrow.

In addition, the environment requires actions, that
al t hough representing optimumresource use, run counter to
human nature, in the devel oped and devel opi ng countries
alike. It calls upon preventive rather than renedia
nmeasures. It requires that actions - including all of the
rel ated causes and effects - be viewed in aggregate rather
than individually. It demands that the collective be
consi dered before the individual, that decisions be taken
inrelation to the whole rather than in relation to any
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one of the parts. It requires that the future be given an
i nportance along with the present, that future opportunity
costs be considered with i medi ate expenses, that actions
not to destroy be accorded equal priority with actions to
build. Such requirenents are difficult and abstract
notions for any individual or country to accommodate -
particularly a poor one. It is partly because of these

di fferences of perspective that the devel oping countries
have been reluctant to undertake what they view as the
addi tional burden of environnental measures. Thus,

al though environnental action can be regarded as optinum
resource use - weighing future benefits agai nst present
costs - it goes nuch further. But is it sufficiently

uni que to demand additional financing, and if so, under
what ci rcumst ances?

C. Measures Eligible for Additional Funding

It is the contention of this paper that every effort
nust be nade to increase the overall flow of international
resources to neet the environnmental needs - both short -
termand long-term- of the devel oping countries. These
resources should relate to both technical and financia
assistance - to capital investnent, research, training
and advice. They should be applied with a new under-
standing of the environnent's fragility and interdepen-
dence, whereby pl anni ng, accounting, and eval uation tech-
niques integrate the full range of costs and benefits
associated with a project or problem They shoul d be
applied to both old and new environmental problens, e.g
to soil erosion and air pollution, to water-borne disease
and to pesticide contanination. However, the author con-
cludes that separate funds should not generally be prov-
ided to nmeet the specific increnental costs to devel opnent
projects possibly arising from environnmental neasures
i ncl uded within such projects. Al though the flow of
resources fromthe international comunity should be
greatly increased to finance the overall costs of such
projects, there is generally no justification, when
actions are viewed within the broader framework of optinum
resource managenent, to give special treatnent to the
envi ronnental conponents of these devel opnent projects.

The possible application of the principle of addition-
ality to a variety of situations nust now be reviewed for
those actions which are undertaken to renedy or avoid the
adverse environnental effects of individual devel opnent
projects. Each situation requires specific exam nation
Each applies to neasures to control the environnenta
di sruption sonetines precipitated by devel opnent. Each
relates to the potential problens of msdirected devel op-
nment - not to the environnental problens arising fromthe
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absence of devel oprment. Generally all situations will

i nvol ve additional costs, initially requiring an additiona
outlay of funds, and a series of additional benefits. But
in which situations, if any, should these additional costs
be subject to additional financing fromthe internationa
community as distinct froman overall increase in funds to
hel p devel oping countries nmeet their many environnmental/
devel opmental probl ens? Because they inpose different
responsibilities upon the international comunity, it is
inmportant to distinguish between national and internationa
acti ons.

(a) Actions undertaken at the national |eve

Actions at the national level divide into the follow ng
three categories: (i) internal corrective actions,
(ii) internal control actions, and (iii) external preven-
tive actions.

(i) Internal corrective actions: These are actions
specifically and entirely designed to remedy environnental
probl ens that have arisen out of msdirected devel opnent.
In such instances, the project is additional to the bud-
getary commitnent for that devel opment excl uding environ-
nmental considerations. The bulk of these actions will be
remedi al, rather than preventive, and will deal with waste
accumul ation. These have recently becone an inportant
preoccupation of the industrialized countries; but they
are also increasing in the devel oping countries. For
exanpl e, the costs of a water pollution project planned
for Sao Paul o and involving new interceptor sewers, pum
ping stations and treatment plants, will involve about
$80 mllion, all of which are additional to budgetary com
mtments were water quality ignored. However, although
such projects require substantial capital expenditures, it
is considered that they should not be deemed eligible for
additionality funding. Rather they should be regarded as
projects designed to make optimumuse of the country's
limted resources, to yield the highest benefits on the
capital invested and to address specific devel opnent
priorities. That the neans to attain such objectives are
environmental should in no way be used to justify funding
of a new kind fromthe international comunity. Such
projects have their own justification, consistent with
devel opnent priorities. The econonic rate of return, for
exanpl e, on the pollution abatement project for Sad Paul o
is calculated to be about 30 per cent.?3?

(ii) Internal control actions: These are actions
taken to elimnate environnental problens that would other-
wi se jeopardi ze the success of a devel opnent project and
that could emanate fromthe project itself or from other
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sources. Exanples are many. A nodern urban sewage coll ec-
tion and treatment system has been included within a tour-
ismproject for Dubrovnik to elimnate pollution threats to
a major tourismconplex.® Steps were taken to elimnate

| and-use practices and settlement patterns that woul d cause
erosion and siltation in such proportions as to affect mat-
erially the success of the Kanburn Hydro-electric Project

pl anned for Kenya. Sewage systens are to be introduced
into small villages upstream fromthe Cerron G ande dam
project in H Salvador in order to stop the growth of
aquatic weeds that would otherw se inpede the project's
operati ons.

Nuner ous exanpl es can be cited of environnmental safe-
guards that have or should have been built into the devel -
opnent project to ensure its success.® Problens of salin-
i zation and water-|ogging acconpanying irrigation in the
Qued RHr Valley in Algeria could have been avoi ded as
could the salinization that soon rendered usel ess the
agricultural land newy irrigated above the Aswan Dam The
sal i ni zati on probl ens above the H gh Dam at Aswan are now
to be remedied by a planned $106 million agricultura
drai nage project. Better planning and a snall increnental
investnent are usually all that are required to avoid such
costs. 3 Designed to serve the goals of both devel opnent
and environnent, they require no independent justification
and call upon no additional funding. Al such exanples
again contain their own economc justification.

(iii) External preventive actions: These are actions
to prevent devel opnent projects frominducing environnenta
danage outside the project. Efforts must be nmade not to
threaten other resources or inpede other devel opnent
obj ectives. Exanples of the incorporation of environnenta
saf eguards into devel opnent projects are rapidly increas-
ing. Those projects funded through international assis-
tance are perhaps best documented. 3 Measures to reduce
environnental costs external to the project can be found in
the MBR Iron Oe Project in Brazil, where arrangenments were
made for reforestation of mned areas and treatment of ore
wash water at the mning site, for safe handling of the
ships' slops, and an inproved navigation systemto prevent
accidents at the marine terminal. Qher projects fitting
this category and funded by the Wrld Bank G oup include
expansion of a steel plant in Turkey, on the Black Sea,
where provisions were nmade to control emssion of liquid
wastes into the sea and gaseous effluents into the air; the
construction of a hotel conplex in Djakarta, where neasures
were taken to treat the sewage and safely di spose of the
solid waste; and sponsorship of a rice irrigation scheme in
the Cameroons where efforts were nmade to minimze the
possi bl e spreadi ng of bilharzia.
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I nvol ved here are conponents of devel opnent projects
that generate environnental benefits - or prevent environ-
nmental costs - external to the original project. These
constitute actions to internalize within the project those
costs usually treated as external to the project. Al though
these serve the broader devel opnent concerns of the country
as a whole and can thus be readily justified at the nacro

level, at the micro level - in terns of the specific
project - they require additional costs, with no concom
itant benefits to the project. It can be argued that such

cases therefore require some formof additional financing.

The neasures required within this category are theoret-
ically the nost contentious. Here the concerns of
envi ronnent and devel opnent risk to conflict nmost sharply.
In terms of the viability of the specific project, the
envi ronnental measure cannot usually be justified. Like-
wise, in terns of imrediate devel opnent priorities, the

action has less inportance. It does, however, nove to
address devel opment concerns - as well as environmnental
interests - in the long term The nore intangible and

indirect the benefits, and the nore long-termtheir real-
ization, the nore open is the confrontation with inmediate
devel opnent priorities, and the nmore pressing is the con-
flict over the limted resources available. For exanple,
in a country where the only argunent for wildlife preserv-
ation mght be long-termecol ogical stability, neasures to
mnimze the potential disruption to wildlife resulting
from a devel opnent project mght appear irrel evant and
esoteric, and the incremental costs excessive and unaccep-
table. If the additional environnental action were to be
funded out of the national budget, it would nost l|ikely be
classified as a low priority and ignored.

However, where the project is financed by a third party
(i.e. amultilateral or bilateral lending institution)
whi ch insists on the incorporation of environmental safe-

guards, the situation becones still nmore conplex, and the
conflicts perhaps still sharper. Open disputes might arise
bet ween donor and recipient. |In such a case, severa

alternatives are open: (i) the recipient government assumes
the full costs of the environmental neasures; (ii) the
lending institution or governnent assumes the additiona
costs, either on grant or concessionary terns of the over-
all loan; (iii) the parties each retain the right to wth-
draw fromthe project, if one of themfeels the other is
acting with excessive arbitrariness or intransigence;

(iv) the procedures of project planning and inplenmentation
are nodified so that short- and |ong-term considerations
are properly integrated and the environnment and devel opnent
are no longer treated as separate conponents within a

devel opnent project. The last is perhaps the nost
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satisfactory solution and would result in the recipient
government assumng as part of the regular terns of the
overall loan the costs of any such environmental conponent.
These costs would eventually no |onger be viewed as

addi tional or separate, as different accounting and pl an-
ni ng procedures were adopt ed.

A scherme of concessionary terns was proposed at
St ockhol mby Antonio Otiz Mena, President of the Inter-
Aneri can Devel opnment Bank. However, because either conces-
sionary or grant funds are in extrenely short supply and
are unlikely to be increased for environmental reasons, it
shoul d be pointed out that their use for the environnent
woul d sinply reduce their availability for devel opnent,
t hereby exacerbating the conflict.

In any case, such separation is difficult, and often
hypot hetical, since it presupposes that the costs of not
undertaking the environmental measure are able to be estim
ated. This cannot generally be done with any precision
What, for exanple, are the costs of constructing an
envi ronment al | y-unsound dam or hi ghway, and how do we know
at what point it beconmes unsound and at what cost, unless
the alternative is constructed and the subsequent environ-
mental effects observed? The fusion of environnent and
devel opnment concerns at the initial conception and fornmul -
ation of a project - rather than the intervention of
envi ronmental reservations at the final stages of project
preparation - would help to elimnate this separation and
to diffuse the possible conflict. It would act to play
down the additionality issue by integrating the two con-
cerns fromthe very start. It would not elimnate all con-
flict; but by introducing the required environmenta
measures and their additional costs into the project form
ulationas early as possible, it would m nimze the con-
flict. Just as regulations against child |abour or safe-
guards agai nst black lung disease - both initially invol-
ving added costs to industry - are now readily accepted, so
envi ronmental standards would gradually be regarded as an
integral and necessary part of the planning and execution
of devel opnment projects. Eventually the costs of such
envi ronmental actions would no |onger be considered addi-
tional. This transition will be accel erated by the supply
of inported equi prent already adapted to the new environ-
mental standards of the industrialized countries (albeit
perhaps not fully adapted to the environnents of devel opi ng
countries).

The inclusion of environmental considerations would
coincide with the principles of optimmresource use.
What ever additional costs did exist would be absorbed
within total project costs, as would any other component of
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the project. The relatively snall anount this woul d
involve, if it could be accurately identified - the Wrld
Bank has tentatively cal culated such costs as no nore than
3 per cent of total project costs® - would be viewed as
part of the project and its end objectives. In any case,
the high degree of inprecision associated with nost initial
cost estinmates (price and physical contingencies often run
as high as 30 per cent of total costs and the recipient
countries raise few objections) would indicate that such

m nor amounts coul d be absorbed without difficulty. And,
in the end, any conflict should be resolved, not by |aying
down any set of absolute principles, but rather by inprov-
ising on a case-by-case basis.

(b) Actions taken at the international |eve

Special attention should be paid to the internationa

di rensi on of environmental neasures. International envir-
onnent al probl ens can be divided into three categories:®
(i) those involving physical |inkages, such as the poll u-

tion of a water body shared by several nations; (ii) those
i nvol ving social or econonic |inkages, such as trade dis-
ruption due to environnental standards inposed by an im
porting country; and (iii) those problens shared in conmon
by nore than one nation. O particular relevance to the
concept of additionality are those actions cited above in
Section C(a)(iii) of this Chapter as "external preven-
tive", which generate environnmental benefits outside the
scope of the original project. Such actions, at the inter-
national level, relate to the problenms of physical |inkages
and can be classified into those affecting neighbouring
countries and those affecting the international commons -
the atnosphere, oceans, and resources they contain. In the
first instance, if Principle 22 of the Declaration of the
Human Environment, adopted at Stockholm is to nmean any-
thing, then action to nitigate the adverse effects of a
devel opment project upon the environment of a nei ghbouring
country should be no nore subject to additional funding
than such actions affecting the country's own environment.
Principle 22, which is the nmost far-reaching of the prin-
ciples enbodied within the Declaration, calls on States to:

cooperate to develop further the international |aw
regarding liability and conpensation for the victins
of pollutions and other environmental danage caused
by activities within the jurisdiction or control of
such states to areas beyond their jurisdiction. >

No country should knowingly inflict environnental danage
upon a nei ghbouring country. Any costs to prevent such

danage should be included in the total costs of the pro-
ject, along with other costs of production. However,
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because such costs cannot be justified within the context
of the nation's own priorities and interests, it may wel
be argued that additional financing be provided by the
international community in the near future for such pro-
jects.

It may al so be argued that Principle 22 of the
Decl aration of the Hunman Environnment, as well as the prin-
ciple of internalizing environnental costs, should equally
apply to actions of devel oping countries contributing to
the degradation of the international commbns. On the other
hand, however, two arguments can be raised to support
additional financing to prevent such actions:

(i) The "polluter nmust pay" principle, which serves as
a basis for social cost calculus and which received strong
support at Stockholm should apply to the degradation of
the international commons. Thus, those industrialized
countries nost responsible for the accelerating deterior-
ation of the international commons nust pay for their
mai ntenance and restoration. The increnental danage
i ntroduced by the devel oping countries would be of little
concern were not the carrying capacities of the commons
already threatened by the years of negligent practices of
the industrialized countries. This view has been repeat-
edly expressed by the devel opi ng countries and is perhaps
best articulated in UN General Assenbly Resol ution 2849
(XXV1) :

Pol lution of world-wi de inpact is being caused
primarily by sone highly devel oped countries as a
consequence of their own high level of inproperly
pl anned and i nadequately coordinated industrial
activities, and that, therefore, the nain respon-
sibility for the financing of corrective neasures
falls upon those countries.

The interconnectedness of the global ecosystemand all its
parts will often nmake it difficult to distinguish between
actions relating to the environnental health of the inter-
national comrons and those confined to the environment of
only one nation, whether or not the benefits can be readily
identified. However, exanples can be cited of neasures
that clearly apply to the international conmobns, e.g. the
establishment of a nmonitoring station to neasure the
quality of the atnobsphere, the creation of a national park
or wildlife reserve of special international significance
or agreenent to control the flow of effluents into a common
wat er body. Such actions should be eligible for inter-
national financing - if the imediate costs of instituting
such neasures exceed the imrediate benefits to the country
emanating from such neasures. Voluntary curbs on the
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catch of a depleted fish stock m ght also be included,

al t hough nmeasuring the losses incurred would be difficult.
This leads to the interesting possibility of internationa
envi ronnental extortion, where, for exanple, a country
dermands payment not to dunp nuclear wastes in the sea or
deci mate a val uabl e endangered speci es.

(ii) It is often difficult to trace the pathway of
envi ronmental danage and thereby Tink cause to effect.
Al though the discharge of effluents can be neasured and
regul ated to neet specified standards, their influence on
the quality of the international comons and subsequently
on third parties is difficult, if not inmpossible, to
deternmine. Any action to preserve or inprove the environ-
mental health of the international commons should thus be
subject to additional funding. Reinbursenment should, in
principle, be available to all nations, and should be
drawn froma fund established for the purpose. Assess-
ments, however, should be calculated to place the finan-
cial burden upon the industrialized countries. Incone for
the fund could be based on a formula recognizing the
proportional contribution to gl obal pollution of those
assessed. Alternatively, it could be funded through an
automatic systemof financing, such as an internationa
levy on the maritinme transport of petroleum Such a
specific measure would serve to internalize the costs of
contamnating the international conmons, in this case, the
worl d's oceans. Prelinmnary studies conm ssioned by the
United Nations Environment Programmre indicated annua
revenue fromtaxes on the maritime transport of petrol eum
woul d amount to as nuch as $100 nmillion annually. The
desi gn of such financing systems would be sinple to adm n-
ister, automatically operating, and consistent with the
principles of internalizing costs and of additionality.

I n concl usion, conponents included within devel oprment
projects to safeguard the environment nust be viewed in
terms of the local, national and international |evels. By
br oadeni ng the geographi c perspective within which ben-
efits are evaluated, the additional costs associated wth
the environnental conponent of a devel opment project can
be readily justified. At the local |evel, what have
earlier been qualified as "internal corrective" and
"internal control" actions are quite easily justified as
financially sound. Both costs and benefits are interna
to the project and are accommodated by standard accounting
practices. Environmental action is justified within the
objectives of the project itself. However, when benefits
external to the project are involved, the franework for
anal ysis and the accounting procedures used to eval uate
all costs and benefits nust be extended to the nationa
level . Here, environmental action is justified by
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argunents for the opti mumnanagenent of the nation's res-
ources. Finally, at the international |evel, although
benefits of environmental measures to the gl obal ecosystem
can be readily identified, national resources and prior-
ities cannot often justify such neasures, particularly
when disruption of the global ecosystemis due prinarily
to the industrialized nations, and additional financing
fromthe international community is therefore required.



CHAPTER 4

APPLI CATION OF THE PRI NCI PLE OF ADDI Tl ONALI TY
AT THE LEVEL OF ADDI TI ONAL RESOURCE FLOWS

As well as the aspects just considered, the concept of
additionality has also taken on a broad neaning. |nstead
of being restricted to the additional funding of environ-
mental neasures introduced into individual devel opnent
projects, it has also cone to nmean the transfer of funds,
additional to existing CDA commtnents, to neet the
pressing environnental priorities of the devel opi ng coun-
tries. These, as has been nmentioned, relate to a dif-
ferent set of environmental problens fromthose generally
encountered by the devel oped countries. They include
housi ng shortages, soil depletion and erosion, and water
supply deficiencies. They lie at the heart of the devel -
opnent process.

The solution to such problens is the eradication of
poverty and di sease, which is the goal for both devel op-
ment and environnent efforts in the devel oping countries.

The task is overwhel ming, and the resources required
are staggering. The conbined gross national product of

the devel oping worl d approaches half a trillion dollars;
the flow of financial resources to devel oping countries
fromthe industrialized world now exceeds 15 billion

dollars. And these resources together have only begun to
attack the basic problens confronting the devel opnent of
the Third Wrld. They, in fact, represent on a per caput
basis less than one tenth of those available for devel op-
ment of the industrialized world. Additional resources
are therefore required, and the environnment is viewed by
many devel opi ng countries as a possible new source of
funds.

But does this broader neaning of additionality have any
realistic application? Is it realistic to expect that
funds additional to present CDA commtnents will be
forthcomng to neet the environnment/devel opnent priorities
of the Third Wrld? WII the environnent succeed in
accelerating the flow of resources to the devel opi ng coun-
tries when devel opment has failed? Three questions
require attention: (a) Wuat additional sources of funding
are avail able? (b) Through which channel s woul d they be
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directed? (c) Toward which problens would they be
addr essed?

It nmust first be acknow edged that, as justified as
many expectations mght be, the possibility for any sig-
nificant increase in the flow of resources appears slim
i ndeed. Support in several donor countries for devel op-
nent assistance efforts is waning. The flow of Anerican
ODA, for exanple, is projected to decrease from 0.31 per
cent of G\P in 1970 to 0.24 per cent of G\P in 1975.4 To
| abel the sane problens as environmental rather than dev-
el opnental, in order to solicit new funds, w || nost
likely not prove very convincing.

Nevert hel ess, additional funding could be provided from
a variety of sources: the UNDP Vol untary Fund; bilateral
or multilateral financial assistance institutions; grants
by private voluntary agencies; the nmultinational corpor-
ations; an autonmatic systemof financing; distribution of
Special Drawing Rights; incone that nay be derived from
resources of the proposed Seabed Regi ne; a proposed Human
Settlenents Fund; or the Fund of the United Nations
Envi ronnent Progranmme. Sone of these are specul ative and
long-term others are clearly unlikely. For each, the
neasures eligible for additional funding, and the criteria
for their selection, would differ. Mst worthy of atten-
tion here are the final two - the Human Settlenents Fund
and the Fund of the United Nations Environnent Programe -
both of which were the subject of considerable discussion
before, during, and after the Stockhol m Conference.

A, The Human Settl ements Fund

Human settl enents pose sone of the nmobst urgent envir-
onnental problens for the Third Wrld: inadequate water
supply and transportation, deficient housing, and poor
sewage and waste di sposal. The devel oping countries con-
centrated their efforts during the Stockhol m Conference
on obtaining new funding for these conpelling priorities.
A fund for hunan settlenents was initially proposed by
India and Libya and was ultinmately adopted by the Confer-
ence after considerabl e debate as Recommendation 17, by a
vote of 50 for, 15 against, and 3 abstentions

It is recomrended that Covernnments and the
Secretary-CGeneral take immedi ate steps towards the
establ i shnent of an international fund or a finan-
cial institution whose prinary operative objectives
will be to assist in strengthening national pro-
grammes relating to human settlenents through the
provi sion of seed capital and the extension of the
necessary technical assistance to permt an
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ef fective nobilization of donmestic resources for
housi ng and the environmental inprovenent of human
settl enents.

During the twenty-seventh session of the UN General
Assenbly, the financing of human settlenents efforts was
agai n debated. Resolution 2999 (XXVII), adopted by a vote
of 93 to 5, with 27 abstentions, supported the establish-
ment of an international fund or financial institution as
outlined in UNCHE Recormendation 17. In addition,

Resol ution 2998 (XXVI1), approved by a vote of 96 to O,
with 29 abstentions, recommended that the devel opnent

assi stance agencies give high priority to the needs of
housi ng and human settlements. Finally, the First Session
of the Governing Council of UNEP noted both of the above
resolutions and called for their inplenentation. *

The devel oping countries insist that some explicit
recognition of, and response to, their environnental
probl ems be given. The proposed Human Settlenments Fund
was suggested as a mechanismto neet such demands. The
environnental problens of the Third Wirld are rooted in
poverty; and their solution rests in the accelerated flow
of resources. A fund was therefore called for to channe
these resources toward their nost pressing environnental
probl ems - human settlenents. Resources, nore than
expertise, are now required to neet housing needs. For
exanpl e, Latin America is expected to be facing in 1975 a
deficit of sone 43 million housing units - double the
estimated 1960 deficit - despite the construction of
public sector housing at annual rates approachi ng 300, 000
units in 1967. Seed noney to initiate national programres
was dermanded at the Stockhol m Conference. |f the indus-
trialized countries did not agree to such a fund, argued
the devel oping countries, then their nost urgent envir-
onmental needs would be ignored. To ignore these prob-
lens would be to deny the supposed unity of devel opnent
and envi ronnent .

The industrialized countries have not agreed to such a
fund. Wen the proposal was in the committee stage at
Stockholm all potential donors either abstained or voted
agai nst the resolution, and the proposed fund therefore
seens likely to gain little effective support. The devel -
oped countries argued that, despite the inportance of human
settlements problens, a fund would detract fromthe pro-
posed Environment Fund and divert the present thrust of

international environmental action. |In addition, they
clained that institutional mechanisms already existed to
deal with such problens and should be used. |In fact, at

i ssue was the nature of devel opment assistance itself.
Should the transfer of resources be addressed to the direct
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or indirect inprovenment of human welfare? Can welfare
benefits be transferred directly or must they emerge from
devel opnent of the appropriate infrastructure? Should, as
the United Kingdom representative insisted at Stockholm
housi ng probl ens be solved through straight econonic

devel opment and all international assistance efforts

be directed to increasing the productive capacity of

the devel oping world? O should funds also be transferred
to neet inmmediate as well as future social welfare needs?
For the nmonment, some of the international |ending insti-
tutions can be expected to increase gradually their
present investments in housing, water supply and sewage
facilities. For exanple, the Inter-Amrerican Devel opnent
Bank, at the time of Stockholm had already extended 86

| oans during the past decade for water supply and sewage
projects valued at nore than $1.2 billion; and the Wrld
Bank is expected to finance from 1972 to 1976 urbani zation
projects of about $700 million in some 30 urban centres.
These institutions should be encouraged to increase their
financing to such environmental priorities. It rmust be
recogni zed that such funds are unlikely to be additiona
to the international devel opment efforts that woul d have
been initiated irrespective of the recent environmenta
concern. On the other hand, however, the establishment of
an independent fund for human settlenents al so seens

r enot e.

B. The Fund of the United Nations Environnent
Pr ogr anme

The Stockhol m Conference adopted an Action Plan of 109
Recomrendations relating to a full range of environmenta
concerns: fromgenetic resources conservation to an early
war ni ng system for natural disasters; fromthe nonitoring
of atmospheric pollution to the pronotion of public infor-
mati on on the environnent; fromthe study of adverse trade
effects to support for waste disposal systens. To finance
this conprehensive group of activities, the Conference
provi ded for an Environment Fund. This Fund was the end
result of sone two years of discussions to identify an
appropriate instrunent to finance international environ-
nmental actions. The size of the Fund - $100 nillion over
a five-year period - was suggested by President Nixon in a
nmessage to the United States Congress on 8 February 1972.
Its scope was first discussed by the official conference
docunent "International O ganizational Inplications of
Action Proposals"* distributed in March 1972, and sub-
sequently reviewed by the Fourth Session of the UNCHE
Preparatory Committee. The draft resolution on "Instit-
utional and financial arrangenents for internationa
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envi ronmental cooperation" adopted at Stockhol mreconmen-
ded that:

In order to provide for additional financing for
envi ronnental progranmes, a voluntary fund be
established . .. to finance, wholly or partly, the
costs of the new environmental initiatives under-
taken within the United Nations system “°

It further stipulated that the Fund be used to finance,
inter alia, nmonitoring, assessnment, data collection,

envi ronnmental qual ity nanagenent, research, education

i nformati on exchange, and assistance to national instit-
utions. The resolution on financial and institutiona
arrangenents adopted by the UN CGeneral Assenbly at its
twenty-seventh session (Resolution 2997 (XXM 1)) i ncorpor-
ated essentially the same provisions for the Environment
Fund. As of the close of the CGeneral Assenbly in Decenber
1972, up to $81.5 million had been pledged fromAustrali a,
Canada, Finland, France, Federal Republic of Gernany,
Japan, Netherl ands, New Zeal and, Sweden, the United
Kingdomand the United States, and several other govern-
ments had indicated their intention to contribute

anmounts that would bring the total of the Fund close to
the $100 mllion goal.

Agreenent has thus been reached to establish an
Envi ronnment Fund; and its general scope and size have been
delineated. But how it would serve the principle of
additionality has yet to be answered.

(a) The United Nations System

A series of questions have been raised. How would the
UNEP Fund be instituted within the United Nations system
and how would it relate to ongoing and proposed programes
and projects? Wiat influence would the UNEP Fund exercise
over the environnental activities of the Specialized
Agenci es? How woul d differences be reconcil ed where nman-
dates fromthe respective governing bodies conflicted?
Wul d additional staff required by the Specialized
Agenci es for new environnmental progranmres be funded?

Wul d exi sting programes and projects be funded, and if
so, which ones? On what basis would activities under-
taken outside the United Nations system be funded and how
woul d they be related to United Nations programmes? Are
new progranmes to be financed in their entirety or with
seed noney only? How would the Fund be used as an

i nstrunent of co-ordination and what problens mght this
cause?
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Some indications have already been provided. The UNEP
Fund woul d generally finance broad interdisciplinary pro-
grammes, cutting across the expertise of several Special-
ized Agencies. It would begin by funding activities that
filled existing gaps and that yielded i mediate and vis-
ible results. It would finance new environmental elenents
within existing United Nations programmes. It would act
to stinulate programres nmuch broader than the elenents it
woul d finance. It would use seed noney to catal yze or
initiate a sequence of activities. It would thus fund
conprehensive and integrated programes, rather than
i ndividual projects, so as to naximze the inpact of its
i nvestnent. Through the directives of its Governing
Council, whose nenbers al so nake up the governing bodi es
of the Specialized Agenci es, and through the |everage of
the nonies it controls, it would act to co-ordinate the
environnmental activities of the United Nations system
However, greater clarification of these points will be
requi red before the UNEP Fund can be applied on a system
atic and equitable basis.*® How present and future
United Nations progranmes, nmany of which service primarily
the interests of the devel oping countries, would be
affected is of imediate rel evance to the devel opi ng coun-
tries and to the principle of additionality.

(b) Eligibility

Again a series of questions arise. Toward what kinds
of environmental problens will the UNEP Fund be directed?
Is it to apply to the "pollution of poverty" as readily as
to the "pollution of affluence"? Are the problens of
housing in Latin Anerica and pollution of the North Sea to
be equally eligible? Are the interests of the devel oped
and devel opi ng countries to be served alike? To what
degree will the UNEP Fund respond to the additionality
principle and which of the devel oping countries' problens
will receive additional financing?

A nost difficult and critical problem confronts UNEP
and its Coverning Council. It has inherited a definition
of the environnment which is virtually unnmanageabl e.
Enconpassing the entire agenda of the Stockhol m Confer-
ence, it is the result of a political process - the com
prom se of all participating nations. The success of the
St ockhol m Conference attests to its efficacy as a polit-
ical tool, for it induced the interest and participation
of all nations, despite great differences of problens,
interests, and priorities. But the political debts nust
now be paid, and $100 nillion over a five-year period
constitutes a very snall pocketbook. As a managenent
tool, the definition of the environnent applied at Stock-
holmis of little value. It touches the full spectrum of
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environnental concerns, indicating fewpriorities and
offering little guidance.

The UNEP Fund is called upon to finance the ful
range of initiatives envisaged in the Action Plan. UN
CGeneral Assenbly Resolution 2997 (XXM1) lists all of the
functions it should consider and calls upon actions at al
geographic levels, citing gl obal, regional, and approp-
riate national nmeasures. |In June 1973, the UNEP
Coverni ng Council approved a prelimnary set of pro-
granme objectives and priorities for the UNEP Fund. The
definition of the environnment was agai n gui ded nore by
political than substantive considerations. 1In a discus-
sion of programme priorities for action by UNEP, 47 itens
were specifically cited.* These enconpassed the full
spectrum of reconmendati ons adopted at Stockholm ranging
fromagrochemcals to the transfer of technol ogy, from
reforestation to an International Referral System from
industrial location to housing designs. A small degree of
sel ection had been made, however, and a nunber of itens
elimnated, including natural disasters, urban transport,
fisheries managenent, integrated |and-use planning and
managenent, forest fire and di sease, and the quantitative
aspects of water managenent. However, whatever slight
precision could be found in the original 109 Stockholm
Recommendations was lost in the very general itens upon
whi ch consensus was achi eved at the Governi ng Counci
session. The same Governi ng Council session that out-
lined 47 itens for priority action provided $5.5 mllion
to finance such action during 1973.

Attenpts to establish criteria for the use of the UNEP
Fund nay prove inadequate. The criterion of ecol ogica
i nt erdependence - distinguishing primary and secondary
effects - woul d perhaps appear the nost reasonable. But
even this criterion allows for nore scope than the Fund
could ever acconmpbdate and raises nunerous politica
difficulties. Wether the criterion be the novelty, the
universality, or the interdependence enbodied in the
action undertaken, it will suffer frominprecision and
obscurity. Its application will be subjective and arbit-
rary. Such is the nature of the environnent, which defies
any systematic and ordered classification. D fferences
in stages of devel opment and | evels of environnental
awar eness nmake the task even nore difficult.

Two and one half years after consensus on the Stockhol m
Agenda was originally achieved, the list of itenms requir-
ing priority attention remains virtually intact. Such
acconmobdati on serves inportant political ends, but prov-
ides little operational guidance. [If concrete action is
to be taken, if specific projects are to be launched, if a
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smal | budget of $5.5 mllion is to be observed in the
first year, then decisions nmust be nmade on whi ch neasures
will be financed under the United Nations Environnent
Programre. These deci sions shoul d be taken soon, for
politics nmust not be advanced at the expense of the

envi ronment .

Such deci sions cannot result from any systenatic
attenpt to establish criteria for use of the Environnent
Fund. This would be unrealistic and nmisdirected, for the
envi ronment does not permt a Cartesian approach.

Instead, a pragmatic course nust be pursued. This is the
solution that has been followed thus far, and it can be
expected to continue. In other words, the devel opi ng
countries get a piece of the pie but not enough to antag-
oni ze the Fund's donors or to threaten their priorities.
Priority conponents will be identified w thout ever
defining too precisely the general framework. Programres
will be initiated without ever establishing specific
criteria by which they are selected. Snall pieces of the
pie will be given out on a priority basis w thout ever
deci ding how the whol e should be divided. This constit-
utes a nost delicate political exercise. This is what

St ockhol mproved it could do best, but it nust be done
soon.



CHAPTER 5

CONCLUSI ON

That the devel oping countries should insist on the prin-
ciple of additionality is thoroughly understandable. Mbst
of the devel oping world has come to regard the environnent
as a new issue that, on the one hand, will lead to
additional costs in the formulation of devel opnent proj -
ects and, on the other hand, gives enphasis to some of its
ol dest and nost conpel |ing devel opnent concerns (e.g.

wat er supply, soil erosion, housing). |In either case, the
devel opi ng countries generally consider the solution to
lie in the increased flow of financial resources. The
increnental costs attached to sone projects are viewed as
unacceptably high; and the funds available for traditiona
envi ronnent / devel opment concerns are regarded as unaccep-
tably low To neet both these needs, additional resources
are called upon. The principle of additionality is thus

i nvoked, denandi ng resources additional to current CDA
commtments, in order to finance environnmental neasures
undertaken by the devel oping countries. Such denands are
not unreasonable, for they spring fromvery real needs.

However, the practical application of such a principle
nust be examned within the context of existing realities.
First, at the project level and, second, at the |evel of
overal | devel opnent assi stance, what argunents can be
rai sed and what possibilities exist for additional fun-

di ng?

1) Wich environnental neasures involving increnenta
costs to devel opnent projects should be eligible for
additional funds? |If the principle of "polluter nust pay"
(where all costs, long-termas well as short-term indir-
ect as well as direct, social as well as econonmic, are
assuned by the unit responsible for such costs), plus the
principle of "optimumnatural resource nanagenent” (where
environmental control neasures will result in the best use
of a country's resources over tine) are both observed,
then the separation of devel opment and environnent vir-
tually dissolves. The interests of each are net, in the
long termif not the short term and it becomes difficult
to argue the principle of additionality. The one clear
i nstance, however, in which additional funds should be
supplied by the international community occurs when a
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devel opi ng country acts specifically to safeguard the
environnmental quality of an international conmmon property
resource, such as the oceans or atnosphere. For here it
woul d be acting to preserve or enhance a resource already
despoil ed by others, i.e. the industrialized countries.

2) Wiat additional financial sources are available to
suppl enent exi sting CDA conmitnents in order to fund the
environmental priorities of the devel opi ng countries?

The needs are great and well justified, and every effort
shoul d be nade to increase the flow of resources to the
devel oping countries to serve these needs. The indic-
ations are, however, not encouraging. Al though nmany
sources can be suggested which m ght channel additiona
funds, very few seemlikely to do so. Some, such as the
international |ending agencies, can redirect their res-
ources to address nore closely the environnental dinmen-
sions of the devel opnent effort, e.g. housing, water
supply, reforestation, or soil conservation. But such
efforts, although inportant, enbody no additionality. The
institution of an automati c systemof financing, such as
that proposed for the maritime transport of petrol eum
represents an interesting but long-termpossibility. The
nmost i nmedi ate opportunity lies with the Fund of the

Uni ted Nations Environnent Programme, which the devel -
oping countries continue to view as an inportant poten-
tial source of additional financing. However, the Fund is
only large enough to direct passing attention to the
environmental priorities of the devel oping countries.
Moreover, their share of the Fund's $100 nmillion is likely
never to be clearly fornulated, as any systematic attenpt
to establish criteria for the Fund's use woul d appear
unadvi sable. Instead, nonies will nost likely be alloc-
ated on a pieceneal basis, as the only politically accep-
tabl e neans of dispensing resources from an inadequate
fund. All parties have an interest, however, in assuring
that the concerns of the developing countries be fairly
represented in the programmes to be financed by the Fund
and that the programres be initiated as soon as possible.
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1.

The United Nations Conference on the Human Environ-
ment (UNCHE) was held in Stockholmfrom 5-16 June
1972. The Secretary-Ceneral of UNCHE was Maurice

F. Strong, a Canadian. Representatives from 113
countries, observers fromover 400 intergovernmental
and non- governmental organi zations, and nore than
1500 representatives of press, radio and tel evision
were present. At the Conference, an Action Plan com
prising 109 measures was reconmended, a Declaration
on the Human Environment was drafted, and a pernanent
organ within the United Nations to co-ordinate inter-
nati onal environmental activities, with a

US$100 nillion Environnment Fund for doing so, was
proposed. These were all either acknow edged or
approved at the twenty-seventh Session of the United
Nations General Assenbly, and the United Nations

Envi ronment Programe was subsequently established
on 1 January 1973.

A Preparatory Committee of 27 nations, chaired by
Amrbassador K. Johnson of Jamaica, was constituted to
provi de policy guidance to the UNCHE Secretari at
during the preparatory process. Four formal sessions
were held: 10-20 March 1970, 8-19 February 1971,
13-24 Septenber 1971, and 6-17 March 1972. The
first, third and fourth sessions were held in New
York, and the second session was held in Geneva.

The final Agenda for the Stockhol m Conference
i ncluded six principal subject areas:

. Planning and Managenent of Human Settlenents
for Environmental Quality.

1. Environmental Aspects of Natural Resource
Managenent .

[1l1. Identification and Control of Pollutants of
Broad International Significance.

I'V. Educational, Informational, Social and Cultural
Aspects of Environmental |ssues.

V. Devel opnent and Environnent.

a7
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VI. International O ganizational Inplications of
Action Proposals.

Al t hough Subject Area V, Devel opment and Environment,
focused on the specific concerns of the devel opi ng
countries, their interests were al so considered under
all the other subject areas. Topics as diverse as
water supply facilities and training in wildlife
managenent, soil conservation and urban transport
systens, pesticide use and early warning neasures for
natural disasters were taken up under various ot her
agenda items, all being related to the concerns of
the devel opi ng countri es.

The Founex Panel, as it becane known, was conposed of
27 em nent econom sts, sociol ogi sts, and environmen-
talists. It undertook to assess the inplications of
the new y-founded environmental concern for the trad-
itional devel opnment priorities of the devel opi ng
world. The results of its deliberations were pub-
lished in what cane to be known as the "Founex
Report": Panel of Experts on Devel opnent and

Envi ronment, Final Report of Meeting. See also the
associ at ed docunents whi ch include background papers
to the panel and related articles:

Devel opnent and Envi ronnent (Founex, Switzerland
June 4-12, 1971), Mouton, The Hague

"Envi ronnent and Devel oprment: The Founex Report™"
in International Reconciliation (published by the
Carnegi e Endownent for International Peace),

No. 586, January 1972

Founex Report (see Note 4), para. 4.17. The specific
areas eligible for additional funding - environnenta
research, incremental costs of devel opment projects
attributed to environnental measures, and disruption
of devel oping country exports due to decreased demand
or new requirenents arising from environnmental con-
cern in the industrialized countries - were cited
nore explicitly at the Founex nmeeting than at any
subsequent forum It is interesting to note that the
last itemrelates to the disruption of internationa
trade resulting from environmental measures, which

| ater enmerged as the principle of conpensation. See
The Concept of Compensation in the Field of Trade and
Envi ronnent by Shadi a Schnei der-Sawi ri s, TUCN
Environnental Policy and Law Paper No. 4 (Mrges
1973) .
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Four regional meetings were held in 1971 under the
auspi ces of the Environment Secretariat. They were
convened by the Econom ¢ Conmi ssion for Asia and the
Far East (17-23 August at Bangkok), the Econom c
Commi ssion for Africa (23-28 August at Addis Ababa),
the Economic Commission for Latin America (6-11
Septenber at Mexico City), and the United Nations
Economic and Social Ofice in Beirut (27 Septenber -
1 Cctober at Beirut).

Report of Regional Sem nar on Devel opnent and

Envi ronment held at Beirut, Lebanon, on 27 Septenber
- 1 Cctober 1971, organi zed by the UN Economni c and
Social O fice in Beirut (UNESCB) in cooperation with
the Secretariat of UNCHE. UNESOB Docunent ESOB/ DE/ 1.

Report of the Sem nar on Devel opment and Environnent
hel d at Bangkok, Thailand, on 17-23 August 1971,
organi zed by the Econonic Conmission for Asia and the
Far East. UN Econonic and Social Council Docunent

E/ CN. 11/ 999, page 22.

Report of the First All-African Seninar on the Human
Envi ronment held at Addis Ababa on 23-28 August 1971,
jointTy sponsored by the Economic Conm ssion for
Africa and the UN Secretariat, Geneva. UN Econonic
and Soci al Council Docunent E/ CN.14/532, para. 26.

Report of the Latin Anerican Regional Sem nar on
Probl ens of the Human Environnment and Devel opnent
held at Mexico Gty on 6-11 Septenber 1971, organized
by UNCHE and the Econom ¢ Conmi ssion for Latin
Arerica. UN Econonic and Social Council Documnent

ST/ ECLA/ CONF. 40/ L. 5/ Rev. 1, para. 106.

Report of a Wrking Party on Environment Problens in
Devel opi ng Countries held at Canberra, Australia,

24 August - 3 Septenber 1971, convened by the Speci al
Committee on Problens of the Environment (now Scien-
tific Committee) (SCOPE), International Council of
Scientific Unions (1CSU), with the support of the
UNCHE Secretariat. It ainmed to add to the economc
focus of the Founex Panel a contribution from scien-
tists concerned with the environnental problens con-
fronti ng devel opi ng countries.

Report on the Third Session of the Preparatory
Committee for the United Nations Conference on the
Human Environment held at New York on 13-24 Septenber
1971. UN General Assenbly Document A/ CONF. 48/ PC 13,
para. 107.
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13.

14.

15.

16.

17.

18.

19.

20.

21.

Decl aration and Principles of the Action Programre of
Li ma adopted by the second Mnisterial Meeting of the
Qoup of 77 assenbled at Lima, Peru, on 7 Novenber
1971, UNCTAD Document TD/ 143. The Goup of 77 orig-
inally referred to the initial 77 devel opi ng coun-
tries which participated in the inception of the
United Nations Conference on Trade and Devel oprent
(UNCTAD). The Goup of 77, in which there are now
nearly 100 nenbers, neets periodically to discuss the
interests of devel oping countries on issues to be
considered in the various organs of the United

Nati ons system

UN General Assenmbly Resolution 2849 (XXM) on
Devel opnent and Environment (20 Decenber 1971),
para. 19 of the Preanble.

"Additional" Financing for the Devel oping Countries
for Environnental Progress. Progress Report by the
Secretary CGeneral of the United Nations Conference on
the Human Environnent, UNCHE Docurnent A/ CONF.

48/ CRP. 1, para. 6.

Report of the Fourth Session of the Preparatory
for the United Nations Conference on the Human
Environnent held at New York on 6-10 March 1972. UN
CGeneral Assenbly Docunent A/ CONF. 48/ PC/ 17, para. 69.

Report on the Inpact of Environnent Policies on Trade
and Devel oprment, in particular of the Devel opi ng
Countries by UNCTAD Secretariat for the Third Session
of UNCTAD, Santiago, Chile, 13 April - 21 May 1972.
UNCTAD Document TD/ 130, especial ly paragraphs 51-56.

Report of the Third Session of the United Nations
Conference on Trade and Devel opnent held at Santi ago,
Chile, 13 April - 21 May 1972. UNCTAD Docunent

TD/ 178, paragraphs 268-281.

Report on Environment and Devel opment by Secretary-
General of UNCHE. UN General Assenbly Docunent
A CONF. 48/10, page 7.

Report of the United Nations Conference on the Human
Environnent held at Stockhol mon 5-16 June 1972.
UN General Assenbly Docurment A/ CONF. 48/14.

UN General Assenbly Resolution 3002.(XXVI1) on
Devel opnent and Environment (15 Decenber 1972),
operative paragraph 4.
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Whet her or not such actions were truly additional,
however, could not be determined until the 0.7 per
cent Oficial Devel opnent Assistance (CDA) target was
fully met and all additional conmtments could then
be identified. Alternatively, the legislative
process by which funds for international environnent
action were appropriated could be exanmined to deter-
m ne whet her such funds were, in fact, additional.
For exanple, the United States |egislative process
lends itself to this kind of analysis. The United
States contribution of $40 nillion to the United
Nati ons Environment Fund is to be authorized separ-
ately by the U.S. Congress as HR 6768, the United
Nati ons Environment Program Participation Act of
1973. On 15 May 1973, the House of Representatives
approved the bill, 266 for, 123 against, and 44
abstentions, thus authorizing appropriation of funds
additional to traditional devel opment conmitnents for
i nternati onal environmental measures. On 8 June
1973, the Senate approved the authorization, with
anendnents on a voi ce vote.

Report of the First Session of the Governing Council
of the United Nations Environment Programre held at
Geneva on 12-22 June 1973. Document UNEP/ GC/ 10,
Annex 1, page 9.

Chapter 2

24.

25.

26.

The inbal ances between popul ati on and G\P are strik-
ingly illustrated in tw charts, one show ng the
world in 1980 drawn in ternms of millions of inhabit-
ants, and the other in terns of national revenue
prepared by Godfrey N Brown to illustrate an inaug-
ural lecture at the University of Keele, United

Ki ngdom entitled "Towards an Education for the 21st
Century - A World Perspective".

Address to the Board of Governors by Robert MNamara,
Presi dent Wrld Bank Group, Washington, D.C.,
25 Septenber 1972, page 21.

The Founex Report very rightly described as environ-
mental a wide range of problens falling within the
traditional concerns of the Third Wrld - fromwater
supply to soil conservation, from sewage control to
deforestation. These broader aspects of the environ-
ment gai ned such inmpetus that they domi nated the
UNCHE Agenda and Action Plan, and the list of
priorities energing fromthe First Session of the
UNEP CGoverni ng Council .
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Chapter 3

27.

28.

29.

30.

The exanpl es which follow are drawn from Survey of
Pollution Control Cost Estimates Made in Menber
Countries, Environment Directorate, O ganization for
Econom c Co-operati on and Devel opnent (OECD), Paris,
1972. In addition to such aggregate figures, costs
by individual products, industries, pollutants, and
medi a are al so under study.

The Economnic Inpact of Pollution Control; a Sunmary
of Recent Studies, prepared for The Council on
Environnental Quality, Departnment of Commerce, and
Envi ronnental Protecti on Agency; Washington, D.C.:
U S. CGovernnent Printing Ofice, March 1S72.

A val uabl e conpil ation of environmental problens
arising fromdevel opments projects is: The Carel ess
Technol ogy; Ecol ogy and |International Devel opnent;
John MTton and Taghi Farvar, eds., Garden Gty, New
York: The Natural H story Press, 1972.

Envi ronnental cost and benefits nust be regularly
incorporated into the decision-making process. This
requi res new nmet hods of economc analysis at both the
mcro and macro levels. A sanple of the literature

i ncl udes:

Probl emrs of Environmental Econom cs; OECD:
Paris, 1972;

Political Econony of Environnment: Problens of
Met hod; The Hague: Mouton, 1972;

Proceedi ngs of International Synposium on
Envi ronnent Di sruption: A Challenge to Social
Scientists; Shigeto Tsuru, ed.; Tokyo: Inter-
national Social Science Council, 1970;

The Economi cs of Environment; Peter Boyn and
Al Ten Kneese, eds.; New York: Macnillan, 1971;

Economics and the Environnent: A Materials Bal ance
Appr oach; Ral ph d' Arge, Robert Ayres, and Allen
Kneese; Baltinore: Johns Hopkins Press, 1970;

ECE Synposiumon Problens relating to the Environ-
ment; United Nations Doc. ST/ECE/ ENV/ 1, 1971, pages
258-302; United Nations Research Institute on

Soci al Devel opnent, Report No. 7, Geneva, April
1966.
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The "pareto criterion", named after the Italian
soci ol ogi st and economi st Vilfredo Pareto (1848-
1923), stipulates that overall welfare will have
inproved if you can nmake at |east one person better
off w thout making sonmeone el se worse off.

The World Environnent and the Worl d Bank; Wrld Bank
G oup: Washington, D.C., June 1972, page 12.

| bid., pages 12-13.

See Ecol ogical Principles for Econonic Devel opnent;
Dasmann, R F., J.P. MIlton, P.H Freeman; London:
John Wley and Sons, 1973.

Literature on environnental criteria in devel opnent
proj ect analysis includes:

a technical series, TA/OST/71, 1-4, prepared by the
Ofice of Science and Technol ogy, Agency for Inter-
nati onal Devel opnent, Washington, D.C ;

R F. Dasmann, J.P. MIlton, P.H Freeman (see Note
34);

A Procedure for Evaluating Environnental |npact,
U S. Geological Survey Crcular 645; Wshington,
D.C.: US. GCovernnment Printing Office, 1971;

L' environnenment; contribution & la théorie de la
planification; 0. CGodard and P. Lagadec; research
study prepared for the Ecole Pratique des Hautes
Et udes, June 1972;

Envi ronment al Aspects of World Bank Projects:
Somre Questions and Answers; The Wrld Bank:
Washi ngton, D.C, 1972;

Envi ronnental, Health and Human Ecol ogi ¢ Consi d-
erations in Econom c Devel opment Projects; Wrld
Bank Group: Washington, D. C, 1972.

The address given by Robert McNanara to the Stockhol m
Conference on 8 June 1972, contains sone exanpl es of
projects financed by the Wrld Bank in which environ-
nental safeguards were introduced.

Envi ronmental Aspects of Wrld Bank Projects: Sone
Questions and Answers (see Note 35); page 4.

C.S. Russell and H H Landsberg, "International
Envi ronment Probl ens - A Taxonony", Science,
25 June 1971.
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39. See Report cited in Note 20.

40. UN Ceneral Assenbly Resolution 2849 (XXVl), (see
Note 14), para. 9 of Preanble.

Chapter 4

41. See address cited in Note 25, page 21.

42. See Report cited in Note 20.

43. See Report cited in Note 20, Annex |, page 7.

44. Report of the Secretary-Ceneral to the Fourth
Session of the Preparatory Commttee to the United
Nations Conference on the Human Environnent, UNCHE
Docunent A/ CONF./PC 15, page 23.

45, See Report cited in Note 20.

46. Reference on this point should be nmade to the
general decision on the UNEP Fund taken by the
Coverning Council of UNEP at its First Session,
12-22 June 1973. In particular, refer to the Report
cited in Note 20. Article VI, No. 5 of Annex I,
states that the "Executive Director, on behalf of
and under the authority of the Governing Council,
shall approve projects within the apportionment of
resources of Fund Programme Activities, and allocate
for such projects within the approved Fund
Pr ogramme" .

47. See Report cited in Note 20, Annex |, pages 5-11.



The International Union for Conservation of Nature and
Nat ural Resources (IUON) is an independent international
body, forned in 1948, which has its headquarters in
Morges, Switzerland. It is a Union of sovereign states,
governnent agenci es and non-governnmental organi zati ons
concerned with the initiation and pronotion of
scientifically-based action that will ensure perpetuation
of the living world - man's natural environment - and the
natural resources on which all living things depend, not
only for their intrinsic cultural or scientific values but
also for the long-termeconom ¢ and social wel fare of
manki nd.

This objective can be achi eved through active conser-
vation programmes for the w se use of natural resources
based on scientific principles. 1UCN believes that its
ains can be achi eved nost effectively by international
effort in co-operation with other international agenci es,
such as Unesco and FAQO

The World Widlife Fund (WW¥) is an international
charitabl e organi zation dedicated to saving the world's
wildlife and wild places, carrying out the wi de variety of
programes and actions that this entails. W\ was estab-
lished in 1961 under Swiss law, w th headquarters also in
Mor ges.

Since 1961, IUCN has enjoyed a synbiotic relationship
with its sister organi zation, the Wrld Wlidlife Fund,
with which it works closely throughout the world on
projects of nutual interest. [UCN and WAWF now jointly
operate the various projects originated by, or submtted
to them

The projects cover a very wi de range from environmental
policy and planning, environnental |aw, education, ecol og-
ical studies and surveys, to the establishnent and nmanage-
ment of areas as national parks and reserves and energency
programmes for the safeguarding of aninmal and plant
species threatened with extinction, as well as support for
certain key international conservation bodies.

WNF fund-raising and publicity activities are mainly
carried out by National Appeals in a nunber of countries,
and its international governing body is made up of prom
inent personalities in many fields.



