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Chapter 1. Introduction

At a time when climate change has risen to be one of the most pressing priorities of
national governments and multilateral institutions, questions arise about the proposed
solutions to tackle the problem. The International Panel on Climate Change (IPCC) has come
to a consensus that rapid human led climate change is no longer a hypothesis but a reality
(IPCC 2007:2). The number of natural disasters annually has risen dramatically from around
60 in 1975, to 300 in 1990 and to 520 by 2000".There is no longer doubt that we are all living
in a vastly changing environment, an environment on which we are so dependent for our
livelihoods.

At the same time, major donors spend billions of dollars annually trying to decrease
the world’s environmental problems and attempting to mitigate climate change; for climate
change alone, $ 8.4 billion was spent in the 1990s (Hicks et al. 2008:48). Despite these efforts,
the global environment is still being extensively degraded. The WHO estimates that over a
billion people living in Asia are subject to air pollution which exceeds WHO norms (UNEP
2007:216). In 2002, more than 1.1 billion people lacked access to clean water and 2.6 billion
to sanitation (UNEf’ 2007:17). Ten percent of the world’s major rivers no longer reach the sea
during some part of the year, because water is excessively used for irrigation upstream. At the
same time, drylands cover 40% of the<wor1d’s surface and sustain 2 billion people®. In the
year 2025, 1.8 billion people will be living in absolute water: scarcity (UNEP 2007:97). The
global forest cover has been reduced from 6 billion hectares in 1850 to the present 4 billion
hectares (Calvert 1999:122). The list of environmental issues is long for the reason that the

world’s environmental health has deteriorated. Yet environmental aid is a much needed tool to

' Based on EM-DAT. The International Disaster Database. Web. 19 April 2010. <http://www.emdat.be/
natural-disasters-trends>.
? Igor Schiklomanov, as cited in UNEP 2007:99.



combat these problems. As one researcher stated: “Environmental problems are most serious
in those parts of the world with the least capacity to deal with them” (Keohane 1996:3).

The aim of this research is to analyze which factors (environmental and
non-environmental) influence the global allocation of environmental aid for six donors. The
goal of the study is to address the broader question: who is more likely to get aid for the
environment? Thus, the study will look into what characteristics of a recipient country
increase the probability of aid allocation.

This thesis also provides two empirical examples of donors’ policies and aid
allocation patterns, in two different national contexts: Brazil and the Philippines. The
conducted research attempts to reveal the extent of policy coherency for donors’ (both at the
national and global level) and the donors’ actual influence on the recipients’ aid agendas. The
case studies will help to determine whether global aid allocation patterns are a product of
mutual recipient government-donor influence or rather a reflection of donors’ policies and
preferences. The study offers a comprehensive outlook on global environmental aid allocation
and its prioritization within the aid framework.

During the last four decades environmental degradation has found a permanent place
on the global development agenda. Since the debate on sustainable ‘developmer}t has taken
place, the sustainable use of the Earth’s finite resources has simultaneously been discussed.
Development cannot be sustainable if it is based on overexploitation of limited resources.
Since the first UN conference on the Human Environment in 1972 in Stockholm, the issues of
environmental degradation have gained importance and recognition.

However, during the 1970s environmental issues were seen by developing countries

as a threat to their development®. Environmental protection was in opposition to the

3 Researcher Dhirendra K. Vajpeyi describes the previous attitude: “Earlier [before the mid 1980s] environmental
problems were seen as ‘something that can be addressed only in the aftermath of successful economic

2



developmental path which the governments wanted to pursue (Urlich von Weizsiicker
1994:92). A number of emerging economies were based on resource extraction — whether it
was oil, gas, timber, diamonds or other minerals (Bryant and Bailey 2000:57). The decrease in
the demand of these resources in the name of conservation could endanger the whole
economy, because development was understood as the exploitation of these resources®. Before
1972, not one state environmental bureaucracy existed in the developing and developed world.
They were only created after the UN conference took place; and by 1988 around sixty had
been established (Khagram 2004:16).

The developing world also refused to take responsibility for the past and present
actions of their richer counterparts. As most of the pollution came from the high consumption
patterns of wealthier societies, environmental protection was perceived as a worry for the rich
(Rajamani 2003:23). However the consequencés of a degrading environment became more
and more visible in the developing world. A Filipino researcher writes in her book: “....as the
rainy season brought in devastating floods that washed away homes and villages and killed
people...it was foolhardy to argue that environmental protection was only for the rich and of
the future” (Vitug 1993:57).

Environmental aid became a tool through which richer countries tried to influence
the environments of other countries, and thus a way to reduce the potential future
environmental consequences for their own societies. One such example is Japanese
environmental aid to China which was aimed at reducing the amount of acid rain reaching
Japan (Morton 2005:6).

The accumulation of the industrialized world’s environmental anxieties gave way

development’. There is now more and more realization that successful development will be achieved only by
protecting the global environment and by balancing population and resources. Economic development without
ecodevelopment is inconceivable” (Vajpeyi 1995:30). See also: Reddy 1997:2.

* According to OECD, unprocessed raw materials accounted for around 75% of the exports of the poorest 48
countries in 1995 (Muradian and Martinez-Alier 2001a:287). See also: Lewis 2003:144.

3



to the 1992 UN Conference on Environment and Development (UNCED) in Rio de Janeiro —
also called the Earth Summit. A substantial amount of environmental aid was pledged to
resolve the planet’s problems. The Agenda 21 evolved with .promised funding from the
industrialized world to aid its implementation.

Although bilateral environmental aid experienced an unprecedented boom in history in
the 1990s - growing from $ 5.8 billion in the five years of the 1980s to $ 27.4 billion in the
latter half of the 1990s - it still fell short of the delivered promises of the Earth Summit and

Agenda 21(Hicks et al. 2008:16).

Table 1. Comparison of Agenda 21 prescriptions for needed aid with actual dose delivered.

Sectors Dosc': Prescribed Doge received Percentage of dose
$billion/year $billion/year received
Water 6.1 5.6 92%
Land 18.2 0.35 2%
Climate change 20 0.84 4%
Biodiversity 1.75 0.125 7%
Total 46.05 6.915 15%

Source: Hicks et al. 2008:52.

However, the aid amount is still significant, especially if one compares it to past
_contributions -$ 25 billion in environmental aid was channeled through multilateral agencies
in the 1980s and this amount has more than doubled in the 1990s (Hicks et al. 2008:185). Due
to social pressures multilateral organizations were forced to show themselves as more
environmentally friendly (United States Office of Technology Assessment 1993:20 and Rich
1994:166). Heavy civism fell especially on the World Bank which was struggling to improve
its image after the implementation of the controversial structural adjustment programs in the
1980s>. The World Bank was presented as an institution which had a direct link to

environmental degradation (Rich 1994:38). Nonetheless, it is the World Bank that has become

> Among its academic critics concerning environmental issues are: Bruce Rich, Zoe Young, Phillipe Le Prestre,
Jonathan A. Fox, L. Dave Brown.



one of the world’s largest environmental aid donors as it provides a third of the world’s total
environmental aid‘(Hicks et al. 2008:17).

Public concern for the environment led to the creation of the Global Environment
Facility (GEF) in 1991 as a pilot project. The GEF was designed as a three year, $ 1 billion
program financing actions against: global warming, biodiversity loss, pollution of
international waters, and the depletion of the ozone layer in developing countries.
Successively, land degradation and persistent organic pollutants (POPs) were added to the list.
The World Bank and UNDP were designated as implementing agencies of the GEF, and were
responsible for enforcing the projects in the field. It was decided that the Facility would only
provide grants, as it would not generate any financial profits. The grants from the GEF aim to
compensate developing countries for engaging in activities which demand a substantial
amount of capital, but as a result are beneficial for the environment (Fairman 1996:59). As
Mark Miller noted, environmental aid received from multilateral and bilateral institutions
became a condition for environmental conservation in developing countries (Miller
1995:139).

| Environmental aid can have various motivations (not only environmental) as the thesis
aims to explore. This dissertation aspires to reveal factors which influence global aid
allocation for the environment. It presents a compilation of donors’ policies on aid allocation
and statistical regression results which confirm or disclaim them. Its guiding thought is
uncovering potential non-environmental factors which distort the analyzed donors’
environmental aid allocations.

Moreover, the study does not end with econometric analysis as it looks into the
global and national aid policy coherency of donors. It also explores the process of
environmental aid agenda formﬁlation in the two case study countries to try to determine the
actual ownership and influence of donors’ over the national aid agendas. Thus, not only

5



environmental aid can be globally misplaced but also donor-interest driven (instead of
recipient-need driven). The thesis additionally discusses the prioritization of aid for the

environment with regard to other aid sectors.

1.1. Objectives and research questions

There are various factors which influence the decision about which country will
receive aid for the environment. This research aims to determine whether aid is distributed
according to environmental, political, economic, geopolitical, poverty or national security
factors. It will seek to verify the perception that environmental aid is distributed to the most
environmentally impoverished countries which are at greatest need of environmental support.
The study will also verify the perception that multilateral donors are more recipient-need
driven than bilateral ones.

Furthermore, a question arises whether donors’ global environmental policies are
reflected at the national level. Thus, the policy coherency of donors will be e':xplored, uéing
Brazil and the Philippines as case studies. The two case studies will provide national contexts
and a means of partial verification for donors’ global aid allocation patterns.

It is equally important to‘verify the influence of donors on setting the national aid
agendas and the enforcement of their global priorities and interests. The study will attempt to
describe the process of environmental aid agenda formulation in the two fieldwork countries
as it provides a micro-level analysis of an aid portfolio decision-making process in the
Philippines and Brazil. It will help to determine whether aid is recipient-need or donor
interest-driven both on the national and global levels.

Overall, this thesis attempts to reveal the level of prioritization given to aid for the

environment. It will examine whether aid for the environment is an important, separate sector



for assistance or whether it is linked with aid for other sectors. For this reason the final part of
the study comprises a detailed analysis of the whole donor/recipient government cooperation
framework.

The term “determinants of environmental aid” refers to factors which influence
environmental aid allocation, it is also used to indicate the characteristics a recipient country
possesses. The thesis omits internal/domestic factors inside donor countries, which influence
donors (such as internal politics, voter behavior and preferences). Internal policy elements are
difficult to measure and it is challenging to prove their direct influence on external
environmental aid assistance. Donors’ internal reasons for distributing environmental aid will
not be explored — different domestic lobbies, pressure groups which may influence the
decision of a donor on where to allocate aid will not be taken into account.

Environmental impoverishment (environmental poverty) implies “situations in which
the trajectory of environmental degradation threatens to preclude the continuation of current
human use systems or levels of well-being in the medium to longer term, and to narrow
significantly the range of possibilities for different uses in the future” (Smith ez al. 1995:8). In
this research environmental impoverishment is understood as the substantial degradation of
soil, pollution of air and water, and a high number of threatened animal species (compared to
other countries). Environmental poverty signifies that the ecological system is no longer
sustainable.

The thesis intends to present a comprehensive and holistic outlook on how

environmental aid is formulated and distributed at a global and national scale.

The following research questions are formulated:

» What determines environmental aid allocation?

» What are the differences between bilateral and multilateral environmental donor



approaches?
» Who dominates in setting the national aid agendas?
» What role do aid recipient governments play in global aid allocation?
» How much of a priority does aid for the environment have with regard to other

sectors?

The following hypothesis will be used as guidelines to answer the research questions:

> Environmental factors are not the main determinants of environmental aid allocation

> Multilateral and bilateral environmental aid donors have different environmental aid
approaches

> Donors dominate over recipient governments in aid agenda setting.

» Aid recipients have a minimal role to play in global aid allocation.

> The environment is not a prioritized sector for financial assistance.

1.2. Rationale

Faced with global environmental problems, numerous donors (bilateral and
multilateral) are spending around $10 to $12 billion annually trying to reduce the
consequences of environmental degradation and prevent new problems from arising in the
future (Hicks et al. 2008:29). There is criticism that this amount is far from sufficient’.
However, one needs to explore the current environmental aid formulation and implementation
process before increasing the aid amount in order to avoid repeating potential mistakes that
have been made.

The well-being of societies in developing and developed countries is greatly

6 Additionally, to achieve the goals of Agenda 21, $ 46 billion a year are required. However, only $ 6.9 billion
are distributed annually (Hicks et al. 2008:52).



influenced by environmental dégradation and its effects (UNDP 1998:68). With
environmental aid allocated according to political or economical categories, the environment
may be degraded further and the link between environment and poverty in developing
countries strengthened.

Environmental aid needs to be explored for the reason that societies of developing
countries are heavily dependent on the environment in their livelihoods, thus making them
exceptionally vulnerable to environmental degradation and lack of aid to overcome it (UNDP
1998:66). The poorest societies are the most affected by the lack of clean water, firewood and
the presence of degraded, unfertile soils, as richer countries have the financial resources to
solve these problems. Yet the environment is a public good as the well-being of all the
members of a society is influenced by it.

Therefore, the question of aid agenda ownership is a crucial one. If donors dominate
the decision-making process, focusing on their environmental priorities, they will undermine
the effectiveness of their own funds. Before criticizing the global aid allocation patterns of
donors, it is necessary to attempt to understand why aid portfolios assume their present form.
Do donors act as their do because of their already set objectives or is their behavior a
reflection of an agenda set by a recipient national government? The answer to this question
can offer a broader understanding of global aid agenda setting for the environment as well as

other areas.

1.3. Methodology

This thesis is based on quantitative and qualitative data. It is a combination of
statistical regression analysis and fieldwork conducted in two case study countries: the

Philippines and Brazil. It takes into account macro and micro-evel data which mutually






