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MOHAMED 1. EL-ASHRY 
CHIEF EXECUTIVE OFFICER 
AND CHAIRMAN 

December 3,1998 

Dear Council Members: 

The World Bank, as the Implementing Agency for the project entitled, 
Bangladesh: Biodiversity Conservation in the Sundarbans Reserved Forest Project, has 
submitted the attached proposed project document for CEO endorsement prior to final 
approval of the project document in accordance with World Bank procedures. 

f- 
Over the next four weeks, the Secretariat will be reviewing the project document 

to ascertain that it is consistent kith the proposal included in the work program approved 
by the Council in February 1998, and with GEF policies and procedures. The Secretariat 
will also ascertain whether the proposed level of GEF financing is appropriate in light of 
the project's objectives. 

If by December 3 1, 1998, I have not received requests from at least four Council 
Members to have the proposed project reviewed at a Council meeting because in the 
Member's view the project is not consistent with the Instrument or GEF policies and 
procedures, I will complete the Secretariat's assessment with a view to endorsing the 
proposed project document. 

Sincerely, 

Mohamed T. El-Ashry 
Chief Executive Officer and 
Chairman 

Attachment: Bangladesh: Biodiversity Conservation in the Sundarbans Reserved 
Forest Project 

CC: Alternates, Implementing Agencies, STAP 

GEF SECRETARIAT, 1818 H STREET NW, WASHINGTON, DC 20433 USA 
TELEPHONE (202) 473 3202 FAX (2021 522 324013245 





M E  WORLD BANWIFC1M.I.G.A. 

OFFICE MEMORANDUM RECEIVED 

L - DATE: November 1 1, 1998 - -  Iov 1 1  Pfl 6: 17 

TO: Mohammed T. El-Ashry, Chairman and Cmer cxecutive Officer, ( F SECRETARIAT 

FROM: Lars Vidaeus, GEF Execu ~tive Coc 

SUBJECT: BANGLADESH : Biodiversity Conservation in the Sunaarbans ~eserved Forest 

1. Attached please find two copies of the Project Document fc ~eration for 
circulation to the Council and your final endorsement. The project has been prepared 
jointly with the Asian Development Bank and, consistent with mainstreaming GEF 
operations and streamlining the GEF project cycle, the document uses the ADB's 
standard format. Annex 4 outlines the GEF-supported component! 

2. During final preparation. some of the GEF-supported act iv i~l~s  ucacribed in the 
Project Brief have been regrouped to facilitate more efficient implementation. However, 
the objectives and overall scope of the GEF components are essentially unchanged. - 

)r this 01 

3. The project now consists of six components, compared to four in the GEF Project 
Brief, and the financing plan has been adjusted accordingly. The two components that 
have been added are: Part E, Technical Advisory Group (TAG), Monitoring and Research 

- -.. Studies; and Part F, Effluent Treatment, (for which no GEF funds are required). All 
physical equipment (vessels, equipment, upgraded offices, etc) has been aggregated in 
Part A, under the Sundarbans Management Unit, so that project management can control 
its procurement effectively.' All consultant inputs have been aggregated into Part E. GEF 
financing for the TAG has been reduced because the TAG has been trimmed to the 
minimum required to achieve the project objectives. Similarly, GEF finance for resource 
monitoring and applied research has also been reduced to increase cost effectiveness. 
Also, the ecotourism component has been scaled down and more emphasis placed on 
encouraging water based, private sector development. 

4. The Project's scope has been broadened to include a study (financed by the Bank) 
of future options for the Khulna Newsprint Mills (KNM) complex. KNM is a state-owned 
company based in Khulna which produces newsprint from Gewa, a key mangrove species 
from the SRF, which has been massively overexploited during the past40 years. Subject 
to the outcome of the TA, the Nordic Development Fund will finance effluent treatment 
at KNM. No GEF h d i n g  is required for these changes 

-- ' A Project Part is equivalent to a Project Component. 
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ubmittec 5.  Project preparation has also taken Into account t 
GEF Council members, which have been addressed as follows: 

(i) Links to management of the Indian Sundarbans (West Bengal). These links are - a 
:ought out in paragraph 5 on ecotourism, and paragraph 17 on management systems and .- 

appropriate institutional arrangements, including social inhslmcture development. The 
West Bengal Sundarbans will also be visited under the fellowship program. 

(ii) Overemphasis on ecotourism. The ecotourism component has been reduced 
and restructured to focus more on environmental awareness. Considerably less physical 
investment is included. 

(iii) Financial sustainability. The Government will identify ways to increase 
revenue from sustainable uses of the SRF (e.g. market-based charges for resource access 
and tourists). These charges will be introduced during the project. 

(iv) Duplication with Fisheries Department on jsheries management. The 
Fisheries Department will be involved in training Forest Departm but will not be 
responsible for fisheries management and extension in the SRF. C ~rking links will 
be maintained with the Fisheries Department to ensure the same messages are delivered 
with respect to aquatic resource conservation practices. 

(v) Incorporation of the Stakeholder Advisory Council's (SAC) views into 
management. The SAC iz ber of the Sundarbans Stewardship Commission (SSC), 
and the SSC will exert co ~le influence on long-term management of the SRF. The 
NGO community in Khulna wlll also be heavily involved in the project. specialist 
advisory inputs through the TAG (e.g. community development, common property 
resources) will also assist this process, as will as IUCN's annual monitoring reports and 

gular Bank supervision missions. 
(vi) Detailed GEF Council member comments have als( dressed. - Y 

3r example: (i) a 7-year implementation period has been sele the full 
5jectives of the project to be achieved; (ii) information on target groups has been added; 
id (iii) more information provided on participatory mechanisms. ( Appendix 2). 

Fully ad1 
enable 

1 by the 

. . 
6 .  In finalizing project preparation, we have t ied  to address all the concerns raised 
by the Council and Technical Reviewer. We hope we can shortly send over the 75 copies 
for distribution to the Council. 

cc: Messrs./Mmes : Ali, Baxter. Sennhauser (SASRD), Ackermann (SASEN), Crepin, 
Castro, Mackinnon, Bossard, Maitre (ENVGC), ENVGC ISC 



Project. Document 
1. IDENTIFIERS: 

PROJECT NUMBER: 
PROJECT NAME: BANGLADESH: BIODIVERSITY CONSERVATION IN THE 

SUNDARBANS RESERVED FOREST 

DURATION: 7 years 
IMPLEMENTING AGENCY: The World BankIThe Asian Development Bank 
EXECUTING AGENCIES: Government of Bangladesh 

Forest Department, Sundarbans Management Agency 
REQUESTING COUNTRY: People's Republic of Bangladesh 
ELIGIBILFTY: Ratified the CBD on May 3, 1994. 
GEF FOCAL AREA: Biodiversity 

GEF PROGRAMMING FRAMEWORK: OP 2 (Coastal, Marine, and Freshwater Ecosystems) and OP 3 
(Forest Ecosystems) 

2. SUMMARY: The project will develop and implement a sustainable management and biodiversity 
conservation system for the Sundarbans region of Bangladesh on the basis of rational plans and the 
participation of all key stakeholders, including: (i) priority biodiversity conservation initiatives and 
improved forest management; (ii) increased institutional capacity to manage the Sundarbans Reserved 
Forest (SRF); (iii) measures tosduccpoverty-of the.2-3.million people living in-the impactzone 
borderingthe SRFll~roughel~panding economic opportunities, improved social infrastructure, improved 
organization for resource-users, and facilitating stakeholder participation in resource management; and , 
(iv) adopting a supportive set of policies, especially related to the pricing for access to SRF resources. 

\ 

3. COSTS AND FINANCING (MILLION US$): 

GEF: - Project: 
CO-FINANCING: - ADB: 

- Palli Karma-Sahayak Foundation 
- Govt. of Bangladesh: 
- Nordic Development Fund 
- Beneficiaries 
- Non Government Organizations 

TOTAL PROJECT COST: 

US$12.2 million 
US$37.0 million 
US$6.8 million 
US$16.1 million 
US$4.5 million 
US$3.7 million 
US$1.9 million 
US$ 82.2 million 

4. OPERATIONAL FOCAL POINT ENDORSEMENT: 

NAME: Mr. Idris Ali Bowan Rn.E:  Secretary, Economics Affair l hvision, Ministry of 
Finance, at the request (and copied to) Mr. Ahbab Ahmed, 
Secretary, Ministry of Environment and Forests 

DATE: January 7, 1998 

CHRISTOPHE CREPIN, GEF Operations Coordinator, Middle 
East / North Africa and South Asia,TEL (202)-473-9727; 
FAX (202)-522-3256 
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CURRENCY EQUIVALENTS 
(as of 1 September 1998) 

Currency Unit - - Taka (Tk) 
Tkl.00 - $0.02 1 14 
$1.00 - - Tk47.30 

In this Report a rate of $1.00 - Tk47.30 is used. This was the rate generally prevailing during 
appraisal of the Project. 

ABBREVIATIONS 

ADAB 
BCIC 
BME 
ERR 
FA0 
FD 
FRMP 
GEF 
IRMP 
IUCN 
KNM 
LGED 
MOEF 
MOI 
NGO 
PKSF 
SAC 
SMU 
SRF 
SSC 
TA 
TAG 
UANDP 

UNDP 

Association of Development Agencies in Bangladesh 
Bangladesh Chemical Industries Corporation 
Benefit Monitoring and Evaluation 
Economic Internal Rate of Return 
Food and Agriculture Organization 
Forest Department 
Forest Resources Management Project 
Global Environment Facility 
Integrated Resource Management Plan 
World Conservation Union 
Khulna Newsprint Mills 
Local Government Engineering Department 
Ministry of Environment and Forests 
Ministry of Industries 
Nongovernment Organization 
Palli Karma-Sahayak Foundation 
Stakeholders Advisory Council 
Sundarbans Management Unit 
Sundarbans Reserved Forest 
Sundarbans Stewardship Commission 
Technical Assistance 
Technical Advisory Group 
Upazila (Thana) Afforestation and Nursery 
Development Project 
United Nations Development Programme 

NOTES 

(i) The fiscal year (FY) of the Government ends on 30 June. FY before a calendar year 
denotes the year in which the fiscal year ends. 

(ii) In this Report "$" refers to US dollars. 



GLOSSARY 

Bowali 
Circle 

Coupe 
Coppice 

Gew a (Excoecaria agallocha) 

Gol~atta (Nypa fruticans) 

m (Ceriops decandra) 

Hantal (Phoenix paludosa) 

Impact Zone 

Mowali 
Poldering 

Sal (Shorea robusta) 

Shingra (Cynometra ramiflora) 
Sundri (Heriteria fomes) 

Thana 
Top-dying 

Wood cutter or collector. 
The largest unit of temtorial administration used by 
the Forest Department. 
Felling or harvest area. 
The process of forest regeneration, specific to certain 
species such as Sal, where, following the harvest of 
the trees, shoots emerge from the stump and grow to 
become the next rotation. 
Mangrove species-primary use is raw material for 
newsprint manufacture by the Khulna Newsprint 
Mills, preferred species for matchmaking, also used 
as low-value firewood and for other general 
purposes. 
Stemless palm, the fronds of which are used for roof 
thatching. 
Mangrove species that grows as a small tree or 
shrub-highly valued for firewood. 
A slender, straight, small palm used for rafters, 
fences, and house posts. 
The 17 thanas adjacent and most dependent on the 
Sundarbans Reserved Forest (SRF). 
Honey collector. 
Reclaiming land from the water's edge by building 
embankments around the perimeter to prevent the 
entry of water, in this case, typically tidal waters. 
A valuable timber species once common in the drier 
uplands and deciduous forests of the north and , 

northwest of the country. 
Used as firewood. 
Mangrove species, the most valuable timber 
resource in the SRF-large stems used as electricity 
power poles; sawn timber used for structural 
purposes; poles used for housing, bridges, jetties, 
and brushwood sold to the Khulna Hardboard Mill 
and used as firewood. 
Bangladesh local administrative unit. 
The gradual dieback of the topmost part of the 
Sundri tree, or early senescence as a result of 
disease, pests, or changing soil conditions. 
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LOAN AND PROJECT SUMMARY 

Classification 

Enviroi 
Assessr 

Rationr 

nmental 
nent 

ale 

ption 

, ,,,,~s ~epublic of Bangladesh 

Comprising 6,000 square kilometers (km2) in the southwest of 
the country, the Sundarbans Reserved Forest (SRF) offers 
storm protection to southwest Bangladesh and is a rich area of 
biodiversity and natural resources. It also offers subsistence to 
approximately 3.5 million people in the 17 thanas (subdistricts) 
of the impact zone, about 0-20 krn outside the SRF border. To 
achieve long-term sustainable use and conservation of the SRF, 
the Project will introduce modem management systems that 
involve stakeholders. Community development initiatives in 
the impact zone will adopt a participatory approach. 

Primary-Environment 
Secondary-Poverty reduction 

Category B., An initial environmental examination was 
undertaken, and the summary initial environmental 
examination was circulated to the Board on 1 June 1998. 

The Sundarbans is the world's largest remaining contiguous 
mangrove area. A globally significant ecosystem, the SRF 
features habitats for fish, shrimp, birds, and other wildlife, 
including the Bengal tiger. Regional towns rely on the 
Sundarbans for protection from adverse weather, and tourism 
benefits are also derived. The SRF is increasingly used by 
commercial wood processors, rural communities who live 
mainly in the 0-20 krn zone around the border (the impact 
zone), artisanal fisherfolk, and fishing vessels from the Bay of 
Bengal. Under pressure from a growing number of users, 
biological resources are being depleted. The Khulna Newsprint 
Mills (KNM) complex, which uses Gewa as raw material for 
newsprint manufacture, also adds to pollution in the SRF. The 
Forest Department (FD) of the Ministry of Environment and 
Forests is responsible for management of the SRF. It urgently 
needs to change from a single-sector institution to one that is 
capable of managing a multidimensional resource. To stop and 
reverse the current trend to deforestation and loss of 
biodiversity will require additional financial resources, a 
significant improvement in institutional capacity, and a 
changed management approach based on appropriate research, 
community participation, and scientific planning. 



iii 

Objectives and 
Scope 

Cost Estimates 

Financing I Plan 

unt and 

in 
Sti 
ad 

The immediate objective is to develop a sustainable n 
management and biodiversity conservation system for all SRF 
resources on the basis of environmentally sound plans and the 
participation of all key stakeholders. The proposed Project area 
includes the SRF itself and 17 surrounding thanas located in 
the impact zone. The Project will establish a participatory 
system for the conservation and sustainable management of the 
SRF as a multidimensional resource area. An integrated 

~proach will be taken to (i) improve biodiversity conservation 
~d forest management; (ii) improve institutional capacity to 
anage the SRF itself; (IiQreduce the poverty level of about 
5 million people living in the impact zone by expanding 
onomic opportunities, improving social infrastructure, 
iproving organization for resource users, and facilitating 
keholder participation in resource management; and (iv) 
lopt a supportive set of policies, especially for charging 

economic prices for access to SRF resources. In addition, use 
of Gewa by KNM will be phased out. 

The Project cost is estimated at $82.2 million equivalent, 
including about $27.7 million in foreign exchange and 
approximately $54.5 million equivalent in local currency costs. 

Source 

Bank 
Govern 
Glohal 

Foreign Local Total -', 
h&ge currency Cost Percent 

($ million) 
15.6 21.4 37.0 45.0 

ment 
- .  16.1 16.1 19.6 
r,nnronmmt rac111ty 8.6 3.6 12.2 14.8 

Nordic Development Fund 3.5 1 .O 4.5 5.5 
Palli Karma-Sahayak Foun& 6.8 6.8 8.3 
Beneficiaries 3.7 3.7 4.5 
LI----. ~ernment Oraanizatiorr- 1.9 1.9 2.3 

- .  
IS appro 
lministe~ 
: 1 

will be 1 
11:-- fa" 

the equi ie loan valent in various currencies of SDR 
~6.981 r n i ~ ~ l u ~ ~  ($37.0 million) from the Bank's Special Funds 

sources, for 40 years including a grace period of 10 years, 
ith principal repayment and a service charge of 1 percent per 

,,inurn payable semiannually. The Global Environment Facility 
ha ved, in principle, a grant of $12.2 million, to be 
ad red by the Bank, for eligible expenditures under the 
Prujtxr. h e  Nordic Development Fund has indicated its 

tention to cofinance the Project on a parallel basis in an -. 
nount equivalent to approximately $4.5 million. 

P~ 



Period of Utili zation 

.n 

Executing Age 

Procurement 

Until 3 1 December 2006 

As the Government agency legally responsible for 
administering the SRF, the FD will be the Executing Agency 
for the Project. A Sundarbans management unit (SMU), within 
the FD, will be set up in Khulna to decentralize decision-making 
authority and to be the main implementing agency. The unit will 
have the overall responsibility for administration, 
implementation, monitoring, reporting, and coordination of 
activities in the SRF. The Sundarbans Stewardship Commission 
will be established to provide long-term vision for the SRF. The 
Surface Water Modeling Center, based in Dhaka, will monitor 
water quality. The World Conservation Union will be 
responsible for independent conservation monitoring activities. 
The Palli Karma-Sahayak Foundation (PKSF) will provide 
microcredit to support microenterprise development and 
sustainable resource use in the impact zone. 

The implementation arrangements for the impact zone strategy 
are based upon cooperation between the SMU, resource user 
communities, participating nongovernment organizations 
(NGOs) that will be responsible for promoting microenterprises 
and other programs, and the Local Government Engineering 
Department (LGED), which will be the agency responsible for 
developing social infrastructure (e-g., village water supplies 
and sanitation). For microenterprise activities, PKSF will select 
NGOs and provide credit according to its own criteria. 
Coordination is expected to be provided through a committee 
set up at Khulna to monitor implementation of activities in the 
impact zone and through similar committees at the thana level. 

Forest Department within the Ministry of Environment and 
Forests 

Procurement of goods and services will be in accordance with 
the Bank's Guidelines for Procurement. Supply contracts for 
materials, equipment, and vehicles required by the Project will 
be procured under international competitive bidding procedures 
if the contract is estimated to cost $500,000 equivalent or more, 
and under international shopping procedures if the contract is 
less than $500,000 equivalent. Each supply contract for 
materials, equipment, and vehicles estimated to cost less than 
$50,000 equivalent will be by direct purchase procedures. 
Minor civil works contracts may be awarded by the FD, in 
accordance with the Government's standard procurement 
procedures for local competitive bidding that are satisfactory to 



onsultim ces 

the Bank. Supply of inputs to small-scale village enterprise 
programs for the impact zone may be procured from local ,- 

suppliers through direct purchase procedures. Contracts for 
services such as local training, ecotourism, and services to 
xomote environmental awareness or specialized extension 
material estimated to cost $5,000 equivalent, will be supplied 
>y direct contracting arrangements with qualified domestic 
iuppliers acceptable to the Bank. 

?or consultants financed under the Bank's loan, the Government 
las requested and the Bank has agreed that, as an exception to 
:he procedures set out in the Bank's Guidelines on the Use of 
5'onsultants, the Bank will directly shortlist, evaluate and rank 
:onsultants in consultation with the Government. Consultants 
'Inanced under the Global Environment Facility grant. will be 
wruited by the Bank in accordance with the Bank's Guidelines 
Pn the Use of Consultants. Consulting services and training 
support are required to (i) establish a technical advisory group, 
which will establish baseline information and sustainable 
practices, draft integrated conservation and management plans, 
md assist in developing a self-sustaining management system; 

' 

ii) assist the FD in retraining its staff and helping to refocus its 
xtivities to more effectively conserve the SRF, and in serving 
the needs of its primary stakeholders; and (iii) train communities - 
to engage in ecotourism-related activities. Specific training and 
'nstitutional support will also be included under the Project for 
;D and NGO staff with respect to organization of resource user 
~oups,  gender sensitization, women in development issues, and 
specific conservation issues for women and women's groups. 
Seventeen consultancy positions are proposed for the technical 
advisory group, totaling 381 person-months, of which 240 
person-months are for international consultants and 141 person- 
months for domestic consultants. A further 48 person-months of 
short-term consultancies are required for independent 

tion monitoring and other priority work. 

- ----- 50 person-months of regional fellowships will be 
~rovided to train and develop a cadre of experienced staff who 
will be responsible for enabling the scientific and management 
wrientation of the FD. In addition, the international consultants 
n the technical advisory group will provide intensive in-country 
raining for about 200 Project personnel, and a training program 
n computerization and monitoring of Project activities. These 
'ellowships and the incountry training program will be available 
.o selected participants from FD, LGED, participating NGOs, 
PKSF, and the impact zone community. c 



Estimated Project 
Completion Date 

Technic Assistance 

Project Benefits 

An advisory technical assistance grant amounting to $570,000 
equivalent will be provided for a detailed options study of 
KNM. Based on the findings, a decision will be made 
regarding investments either to improve KNM's financial and 
economic viability with due regard to environmental and social 
issues, or alternatively to close the mill. 

The sustainable conservation of the SRF will have many 
benefits, including opportunities for (i) storm protection and 
flood control; (ii) subsistence and commercial use of timber 
and fuelwood; (iii) production of nonwood forest products, 
e.g., honey, beeswax, medicinal plants, and other products; (iv) 
habitat for marine and estuarine fisheries; (v) ecotourism; (vi) 
improved socioeconomic status in the impact zone through 
alternative income-earning activities such as forestry from 
homestead and roadside plantations, village poultry programs, 
apiculture, and ecotourism; (vii) carbon sequestration; and 
(viii) habitat for a variety of animals in danger of local or 
global extinction, e.g., Bengal tiger, dugong, Ganges River 
dolphin, saltwater crocodile, and others. 

The incremental financial benefits of the alternative income- 
generating activities in the impact zone are strongly positive, 
with returns per person-day worked that are significantly 
higher than agricultural wages in the area. For the Government, 
current annual revenues (approximately $4.4 million) can be 
expected to double in real terms over a 25-year period through 
reducing resource losses and by charging economic rates for 
permits and licenses to use the SRF. The estimated economic 
returns from the Project are positive, and an overall economic 
internal rate of return of 13.9 percent has been calculated as the 
base case for the Project. 



OS~TSE 2- rpm murr  
C \a, .- * \ 

j >. ' . -I\  
B A N G L A D E S H  

SUNDARBANS BIODIVERSITY 
CONSERVATION PROJECT 

I 

. - . , KHULN~.,? 
, 

,-7- ,--r 

0 

I I -  

I 8 - ,--' 

-.. -. - - - 
\. 

I 
2290'N- 

1 

.'? 

, 

I 
I 

-. 
I \ 

I I 

I ' #----- 

:. ,.--- 
1' 

, 
.<..' \ 

, 
. rj. , .: PS '. I - I' ; 

I \\it 
\ I 

1 - .  
j : '  i o&PtXnt:- \',% '= "\'. ;-,.a 7, ; 
I 11% . . I '\ 

I *  \:& ,'i - .. - = : .' I.- I = 
mNt1I.l ' 

\ I F  j .  
d -. I 

I 1 ; -_ -\. A. .. 1 I .: , 
I / 

I .  
.. i 

i -a 

. 

i -  ,.-. .,,-y ;. s - -  . - 
i . .  .. - ;$ - 

.2lD4S?4 'a - 
; -- '. '. WildlitSSaKhury~ 
m 

i ManneZoc~ -........-- - 
; ;ImpaclzoM 

s o m  @ NaPaMlCaptll 

WEST f P ~ s c r m c a  
o arvmo~nr 

P1:-?;2"1 Tharu Nun. 
.------ MBan rdvy  

Dism Bou* ----- SnFRwnclary 

2l94m- 

0 s 1U 1 s  20 
P 

Kilometers 

-.-.-. Irnorm~l B0Unb.y 1- 

Boundanas are not nscnsrrily uUwtbtiH. 
1 

wo15-E S0.m 



I. 
,' . 

THE PROPOSAL 
, ~ 

b 

-1. I submit ror your approval the following Report and Recomn~endation on (i) a 
proposed loan and (ii) proposed administration by the Bank of a technical assistance to be 
financed by the GEF on a grant basis to the People's Republic of Bangladesh for the Sundarbans 
Biodiversity Conservation Project. The report also describes the proposed advisory technical 
assistance (TA) for an options study of the Khulna Newsprint Mills (KNM), and if the proposed 
loan is approved by the Board, I, acting under the authority delegated to me by the Board, shall 
approve the technical assistance 

2. In 1996, the Country Assistance Plan for Bangladesh included TA' for the 
preparation of a project to conserve the Sundarbans Reserved Forest (SRF). Formulation of the 
Project was carried out by a team of international and domestic consultants that was based at 
Khulna in the proposed Project area. During fieldwork many interviews were carried out with 
subsistence-oriented users and commercial users of the SRF. Nongovernment organizations 
(NGOs), Government officials, and the private sector were also actively consulted during the 
preparation of the' Project. Participatory processes were further enhanced through a stakeholder 
workshop held in Khulna in July 1997 and opened by the Minister of ~nvironment and Forests 
(MOEF). The study report was received by the Bank on 15 November 1997, and the Bank 
fielded a Fact-Finding Mission from 23 November to 12 December 1997. To follow-up matters 
arising from loan fact-finding, the Bank fielded another mission 9-28 February 1998. On 30 
March 1998, the Council of the Global Environment Facility (GEF) approved, in principle, a grant 

i 

of $12.2 million for cofinancing to support biodiversity conservation aspects of the proposed 
Proiect due to the global significance of the SRF.~ A Preappraisal Mission was fielded (20 June to 

Appraisal ~ i s s i o n ~  (6-2 it) completed the Project preparation process. The 
~ r k  is provided in Appenc 

and the 
frarnewc 

. The Sundarbans Resewed For 

1. Area Biodiversity and t 

3. Straddling the border between India and southwestern Bangladesh,, the 
Sundarbans is the largest remaining contiguous block of mangrove ecosystem in the world, with 
a total area of approximately 10,000 square kilometers (krn2). The SRF in Bangladesh comprises 
slightly over 60 percent of this area (6,017 km2), and sprawls across the ancient delta of the 
Ganges River. Lying within a zone of cyclonic storms and storm surges, which originate in the 
Bay of Bengal and periodically devastate coastal areas, the SRF provides a resilient buffer and 

I TA No. 2726BAN. Biodiversify Conservation in the Swulorbans Reserved Forest, for $540,000. approved on 19 
-. December 1996. 

2 The GEF is expected to accord formal approval for its financing portion by December 1998. 
3 The Mission comprised B. Carrad (Sr. Project Economist. Mission Leader). H. Aoki (Financial Analyst). S. Bajpai (Sr. 

Programs Officer). R. Dobias (Sr. Environment Specialist). S.T. Qadri (Sr. Environment Specialist). D. Teter (Project 
Economist). and R. Khan (Economist. BRM). M. Mitra, Social Development Specialist, provided assistance to the 
Mission. 



protects the lives and.assets of approximately 3.5 million people who live in the immediate 
vicinity, as well as offers protection to regional infrastructure and urban populations in major n 
towns such as Khulna and the international shipping port of Mongla. 
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4. rbans is e most important remaining contiguous habitat in the 
worla Tor me nlgnly enaangered Bengal rlger (Panthera tigris tigris),' and is a major pathway for 
nutrient cycling and pollution abatement. Both the Indian and Bangladesh portions of the 
Sundarbans have received national and international acknowledgement for high biodiversity 
value.2 A total of 245 genera and 334 species of plants have been recorded in the SRF. It is the 
country's major habitat for wild shrimp, and is home to many species of fish, birds, and other 
wildlife. In Bangladesh, three wildlife sanctuaries covering 324 krn2 were established along the 
southern edge of the SRF in 1977. Including river channels and expansions since initial 
declaration, the sanctuary areas currently total 1,397 krn2, or 23 percent of the SRF. Although not 
yet effectively managed and not representative of the Sundarbans as a whole, they represent 
potential core areas for biodiversity conservation. At the 21'' session of the World Heritage 
Committee (1-6 December 1997), these sanctuary areas were declared a World Heritage Site 
with exceptional biodiversity and a significant example of delta formation, tidal influences, and 
plant colonization, 
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e to its exceptic ma1 bio d beach ie Bay diversity, coasb ;al, the 
relatively pristine nature of the wildlife sanctuaries, and ancient cultural sites, tourists have been . 

visiting the SRF for decades. Tourism in Bangladesh is in its infancy, with only approximately 
50,000 foreign arrivals in N1997, and the SRF has the potential to become an important 
destinatior ure-based and educational t~urism.~ The Bangladesh Parjatan Corporation (the 
main Govc agency responsible for promoting tourism) estimates that tourism growth will , n, 
average 13 ~ G I L G H ~  over the next decade. While only 350 foreigners visited the SRF in FY1997, 
15,000 domestic tourists on vessels run by private operators visited the area, and an additional 
40,000 domestic tourists made day trips from Khulna to a deer park on the fringe of the forest. 
Overall, the number of visitors to the SRF has doubled since 1993. A general lack of public 
education about the SRF, very limited international awareness, and a lack of basic public 
infrastructure (e.g., information centers, wildlife observation towers, and jetties) are constraints 
to further expanding tourism in the area. Careful planning is also required to avoid damage to the 
area, to ensure that its semiwilderness character is maintained and to give local communities the 
opportunity to participate in tourism growth. It is clear that water-based, conservation-oriented 
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land-based mass tourism is rt te visitor fees 
be devel loped. 

6. The SRF accounts for over half of all reserved forest area in Bangladesh, and is 
the country's largest single source of forest products, supplying about 45 percent of all timber 
and fuelwood, and providing direct income and subsistence for at least half a million households 
living around the boundary. Harvests of key species-such as (i) Sundri (Heritierra fomes) the 
most dominant and hbundant timber species, used for poles, timber, and hardboard manufacture; 

in excess ( I The Bengal tiger population was most recently estimated )f 350 individuals (Tamang 1994), or . . 
approximately 10 percent of the population worldwide. 

2 The Bangladesh portion of the Sundarbans is a Ramsar site, under the Ramsar Convention on Wetlands of International 
Importance. 
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The experience of subregional neighbors in promoting sustainable ecotourism is relevant. le Sundarbans area 
in West Bengal, India, and Nepal. 
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(ii) Gewa (Excoecaria agallocha), used in newsprint manufacture; (iii) fuelwood species such as 
Goran (Ceriops decandra); and (iv) nonwood forest products such as Golpatta (Nypa fruticans), 
used as a multipurpose traditional building material, as well as products such honey and 
beeswax-have all traditionally made a significant contribution' to the Government's revenues. 
In FY1996, for example, revenues received by the Government from the sale of 1icenses.and other 
user fees for access to SRF resources totaled Tk190.3 million ($4.4 million), compared with the 
annual operating budget of Tk115.7 million ($2.7 million) for all Forest Department (FD) 
operations in the SRF. More broadly, it is estimated that the SRF contributes over Tk4 billion ($93 
million) to annual gross domestic product, including ecotourism and wildlife (without valuing 
fuelwood). Most of this value currently comes from nonterrestrial sources, especially from the 
extensive shrimp breeding and nursery grounds, which underpin the $400 million shrimp export 
:-rt..-..-. I 

7. However, the abt s of the - ~ -  ~ 

SRF are : under i ncreasin ire, and 
most are now exploited at unsusrainaole levels. ~ e c e n t  inventories undertaken by the World 
Bank-financed Forest Resources Management Project (FRMP)~ have shown that all key forest 
species are heavily overexploited because prices for licenses and permits have been set far below 
economic  level^.^ Rent-seeking practices by officials and very high interest rates charged by 
moneylenders who finance operations by resource extractors in the SRF have also led to 
overexploitation. Comparisons with earlier forest inventories show that the rate of forest 
degradation is rapidly increasing.4 The magnitude of the problem, and the urgency of finding a 
viable solution, is illustrated by the following: (i) the number of Sundri trees has declined by 76 
percent in the period 1959-1 996 due to top-dying disease and overharvesting, and Gewa trees 
have declined by 88 percent over the same period due to unsustainable harvesting, mostly by the 
State-owned KNM; (ii) all fuelwood species are ovetexploited; and (iii) nonwood forest products 
such as Golpatta, are showing declining output trends. Despite past moratoriums on the 
exploitation of certain species, technical and scientific assessments indicate that sustainability 
criteria have not been followed.' For some forest products, including fuelwood, the FRMP 
studies are incomplete, but will be completed by June 2000. On the basis of the work done so far, 
forest conservation management is strongly recommended; plans for specific interventions will 
be further developed and implemented under the proposed Bank Project. 
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8. herfishing and overexploitation of plant and wildlife species are also placing 
increasix ; on the viability of the ecosystem. Forty-six wildlife species indigenous to the 
Sundarbans art: endangered (2 amphibians, 14 reptiles "' " -ds, and 5 mammals), and one 
species of turtle is endemic only to the Sundarbans. :al extinction of six important 
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I The multidimensional nature of the Sundarbans, its administration, and contribution to the economy of Bangladesh 
have been well described in the final report on a project funded by the United Nations Development Programme 
(UNDP) and the Food and Agriculture Organization (FAO). Integmted Resource Mmgernent Plan of the Sundarbans 
Reserved Forest, Final Report. February 1998. 

2 Integrated Forest Management Plan for the SRF. Draft Final Report. January 1998 
3 Royalties in the range of 20-35 percent of market prices have been recommended by the consultants engaged under the 

T A  for the preparation of the Project (TA No. 2724-BAN). Cumntly. the actual charges decreed by the FD average 
- .  only 10 percent of the recommended charges, or 2-4 percent of market prices. 

4 Earlier surveys were undertaken by Forestal 1 (1960). Forest Inventory 1958-59. Surrdnrbans Forest: and Overseas 
Development Agency (1985). A Forest inventory of the Sundunbans, Bangladesh. Main Report. 

5 7he Chakoria Sundarbans in eastern Bangladesh has been completely denuded over the last decade and replaced by 
shrimp-based aquaculture. Shrimp disease infestation has undercut the viability of aquaculture operations, as in many 
other parts of the region, leaving a degraded environment and an unprotected coastline. 



mammal species has been reported in recent times.' Aquatic resources are among the least 
studied biological resources. However, over 120 species of fish are regularly caught, plus at least 
7 species of shellfish and mollusks, which are used for lime production.2 Significant 
overexploitation has occurred h recent years, resulting from a rapid expansion of seasonal in- 
migration for fisheries and increased use of unsustainable practices. While traditional fishing 
craft and labor-intensive catching methods predominate, modem methods are rapidly being 
introduced, and many of these are highly destructive. For example, 20,000-25,000 shrimp fry 
collectors enter the SRF weekly, use fine mesh plastic nets to scoop up all aquatic biota, and 
destroy other species through the decimation of their larvae. The off-take of mangrove crabs has 
also dramatically increased, and there have been recent reports of poison fishing in the SRF. 
Aside from the ecological destruction of killing even unwanted species and the effects of residual 
poison at high tide being flushed into the main rivers, illnesses in humans occur from eating the 
poisoned fish. Baseline assessments for nonforest biological resources and conservation plans are 
needed to integrate the conservation needs of wildlife and forest resources. 
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9. Expansion of upstream agriculture, shrimp-based aquacula lstries 1( 
on lgley and Padma river systems, pollution from municipal wastes lulna Ci 
Mongla port (which lies 85 km inland on the Pussar River but only 3 km rrom the nomern 
boundary of the SRF), and industrial waste from the KNM complex pose serious threats to the 
ecosystem. Saline intrusion has increased alarmingly throughout the southwest of Bangladesh 
over the past several decades, and a wedge of saltwater now intrudes up to 200 km inland in the = 

dry season. Widespread land poldering in the 1960s, construction of major upstream barrages, 
and deforestation have reduced natural drainage and flushing, and resulted in increased siltation. 
Results of recent siltation are the shift of international shipping from Khulna port further 
downstream to Mongla (which is itself increasingly silted), and, further to the north, the seasonal - 
closure of the mouth of the Gorai River, which has significantly reduced freshwater flows to the 
Sundarbans. Further, although 30 percent of the Sundarbans area ,ater, effective 
monitoring of water quality and pollution levels is markedly lackin1 
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2. The Impact t Zone 

10. While there 11- U G G ~  little I ~ G I I I I ~ I G I I ~  settle111~11~ IIIJIUG LIIG I ~ I G ~ L ,  (I  umber 
of people spend substantial portions of their lives inside the SRF in boats or in semi-permanent 
habitations along the borders, including the beaches. Approximately 3.5 million people live iw 
the.-17 thanas (administrative subdistricts) located approximately 0-20 km outside the border of 
the SRF, known here as the impact zone. It is an area of significant seasonal in-migration, 
especially to exploit fisheries and aquatic resources. Dependency on SRF resources is high, and 

Extinct are the Javan rhinoceros (Rhinoceros sondaicus), one-homed rhinoceros (Rhinoceros unicornis), wild buffalo 
(Bubalus bubalis), swamp deer (Cervus d~cvoucali), gaur (Bos gaurur), and hog deer (Axis porcinus). The recent reports 
of the FRMP and the UNDP/FAO-funded Integrated Rest agement PI iRF provide a useful baseline 
assessment. 

2 PPTA No. 2724-BAN: Biodiversily Conservation in the ! F Reserved asibility Study, F i ~ l  Report. 
October 1997. Of the nine most commerciallv immrtan~ I I ~ I I  svdies. five GA~IUIUA at or bevond biologically 
sustainable limits. 
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J Oil-based wastes are a m inds in the najor oil . - 
spill at the Hoogley River , a collisior ~g-bound 
oil tankers from the Gult ports probawy carries a greater nsk to me ~ K F  than does mterna stupping. .lhe Ports 
Efficiency and Access Improvement Project. a project proposed for Bank assistance to Bangladesh. includes provision 
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for an oil spill contingency plan and related equipment. 
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the main users are (i) Bowalis (wood cutterslGolpatta collectors); (ii) fisherfolk; (iii) crab and 
shell collectors; (iv) Mowalis ( honey collectors); and (v) shrimp fry collectors, who are mainly 
women and children. The people who exploit the SRF are themselves exploited by moneylenders 
and 0th  1 vested interests. Apart from periodic licenses and pennits issued by the FD, 
impact jmmunities that are reliant on the SRF for subsistence and income have no 
formally recognized rights of access to the forest, nor do they act responsibly to care for the 
resources. Traditional user practices (e.g., seasonality of harvesting, gender rolc 
the need for regeneration, etc.) have largely broken down due to increasc 
population pressure, lack of effective controls, and a perceived lack of viable arernanves. 
Common are high levels of indebtedness, very high interest rates on borrowings, and near 
bondage in terms of production arrangements that have been in place for generations. Poor 
people are concerned about personal security and threats from powerful interest groups, and 
women feel particularly at risk. The unsustainability of many current activities and the lack of 
access to productive resources on fair terms lead directly to depletion of the SRF and to 
continuing poverty and inequity. Appendix 2 contains a social assessment and strategy for 
addressing these issues in the Project. 
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11. The incidence of poverty is high both in absolute terms and relative to Bangladesh 
norms. For example, the average household size (6.3 persons), femalelmale ratio (100: 1 17), the 
incidence of skin diseases and diarrhea in children and adults alike, and food insecurity and 
landlessness are all higher than national averages. Comparing incomes with the Bangladesh 
poverty threshold income of Tk6,300 per capita shows that at least one third of the population 
lives in a state of severe poverty; Integrated Resource Management Plan (IRMP) studies indicate 

/ that the bottom third of households had an annual income of only Tk4,575 per capita in 1995.' 
The literacy rate in the impact zone is approximately 73.5 slightly higher than the 
national average. This is attributable to a relatively large number of NGOs operating in both the 
formal and informal education sectors. While notional access to primary schooling facilities may 
exist in rural areas, effective access is lacking on account of poverty as well as employment 
opportunities for children in the SRF. Access to safe drinking water is notably lower than at the 
national level, and there are local problems with arsenic contamination. Over 11 
population drinks water from marshes and ponds, compared with only 2.5 percen 
sanitation facilities are almost nonexistent. Basic rural roads are also lacking. Caw16 111411U1C. a 

common source of cooking fuel in Bangladesh, is less available now due to reduced 
numbers in recent years, another consequence of land being converted into shrimp ponds. 

B. Key Sector Inst itutions 
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12. MOEF, formed in 198y, is me apex Department of 
Environment (also set up in 1989) and the FD. The FD has administered the SRF since its 
demarcation in 1875 during the colonial period, and the Sundarbans Division of the F'D was 
created in 1879. Keeping the SRF boundary virtually free from permanent human encroachment 

. . while enabling the area to contribute to the national economy ovc time is a i long pe 
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I Study undertaken by the Multidisciplinary Action Research Center (MARC). SeptenrWr 177J. for the FAONNDP- 
funded IRMP. 

z IRMP. Draft Find Report. January 1998. 



justifiable source of pride to the FD. The FD's existing organizational structure, however, has 
changed little from colonial times. It has a single-sector focus and a vertical chain of command, n, 
.with little delegation of authority outside Dhaka. The existing structure is not conducive to 
participatory management of natural forestd, afforestation of degraded lands, conservation of 
biodiversity, or promotion of social forestry. Lack of long-term forest management plans and 
weak information management have also contributed to the poor skill base within thd FD to 
ma nds of the SRF. The Governmer -)uild the capacity of the FD to 
ful arly in the context of the SRF. 
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13. While its traditional forest management and protection methods (which primarily 
em regulation and enforcement) may have been adequate in the past, the FD now has to 
acquire the ability to effectively conserve the biodiversity of the SRF. The SRF requires 
management systems that are more sophisticated than traditional forest manageme ods as 
practiced in ~an~1adesh.l For example, although the Sundarbans Division issues 1 'or the 
utilization of fisheries and aquatic resources in the SRF, the licensing system nwus to be 
rationalized and actively monitored to incorporate biodiversity conservation principles, and staff 
with adequate training and experience in fisheries management are required. Under the FRMP, 
emphasis was placed on strengthening the FD's capacity in regard to wildlife conservation and 
management through establishment of the Environment Management Division. The FRMP also 
supported efforts to improve h e  FD's planning capacities and particularly to revise its forest 
management plan for the SRF. Attached to the Bank-financed Coastal Greenbelt project2 is a grant ' 

to finance an advisory T A ~  aimed at institutional strengthening of social forestry, including 
extension, communication, and integration of the FD's management information and monitoring 
anc necessary for the reforms required to improve 
the Pb 
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14. Food and Agriculture Organization (FA0)-assisted task force report on 
ins1 ? noted the serious imbalance that exists between professional staff levels and 
support start levels, not only in terms of the numbers but also workload. In order to manage 
Bangladesh's forests effectively, including the SRF, an increase in the core professional staff 
strength of the FD will be required.' Nationally, most of the required strength can be achieved 
through filling vacant positions and redeployment of staff, promotion of able staff, and training 
in additional skills. The existing FD structure for administering the SRF will be replaced to 
provide an appropriate setting for Project implementation. This will require certain institutional 
changes, including systems of procedures, delegated authority, a better balance in staffing and 
training to acquire new skills (for example, fisheries management and working with community 
groups), and integrated planning and operations. It will also require the elimination of potential 
conflicts of interest, a changed attitude, and increased staff motivation, especially when working 
with resource user groups and NGOs. The budget available for field operations is only 

For e 
were 
woul d cost the . . 

le annual cost of protecting areas where rhinoceros (Diceros bicornis) or elephant (Loxodonta afn'cam) 
1 elsewhere in the world is estimated at approximately $400 per km2. Effective tiger protection alone 
equivalent of $2.4 million annually (89 percent of the annual budget to manage the SRF), if these 

Intematlona norms were applied. 
2 Loan No. 1353-BAN: Coastal Greenbelt Project, for $23.4 million, approved on 2 March 1995. 
3 . - 

TA No. 2304-BAN: Institutional Strengthening of Social Forestry in the Coastal Region, for $1.3 mi bved on 
2 March 1995. 

4 FAO. Support to Master Plan for the Forestry Sector. Project Number: TCPISGD14553, March 1997. 
5 

/-' 
Professional staff designations are as follows: conservator of forests, deputy conservator of forests. subdivisional forest 
officers. assistant conservator of forests, range officers. and forest rangers. 
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approximately 20 percent of total budget with the remaining 80 percent being allocated for 
wages and salaries; a better balance is required with additional funds being alloci 
field operations (especially for patrols). 

ncrease 

:gal and Institutional Reforms 

15. The Forest Act and its rules, regulations, and systems, which are used as the 
foundation of forest policy and management practices, have changed little since the Act was 
promulgated in 1927. As recommended by the recent FAO-assisted task force report on 
institutional reform,' legal and institutional reforms are needed to modernize the management of 
Bangladesh's forests and upgrade the capacity of the FD. While the laws relating to use of 
resources generally provide an adequate legal framework for achieving policy goals and 
international agreements, mechanisms of coordinated, people-oriented management planning 
process are lacking. The Environment Act of 1996 is inadequate for coordinated planning. The 
National Environment Committee, chaired by the Prime Minister, rarely meets. An amendment 
to the Fc t (1927) is needed along with the associated rules and regulations to support 
social f o ~  tivities on a national basis. The Bank-financed Forestry Sector project2 includes 
institutions capacity building and policy reform, and lays the foundation for the FD's institutional 
reforms. Such reforms will set the scene for the changes required in the Sundarbans, including 
the involvement of local traditional users in the impact zone. Other structural changes are also 
needed for the Sundarbans, such as (i) adequate oversight arrangements to en ~g-term' 
conservation and sustainable resource use, (ii) delegation of responsibility to imp] al-level 
management and accountability, and (iii) involvement of stakeholders in th gement 
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3. NGOs and Other Organizations in the Impact Z 

16. Currently, about 29 NGOs are working on the fringes of the impact zone. Mostly 
these organizations are small and locally based, but several of them are larger national and 
regional NGOs that are also involved in broad-based rural development programs, including 
microenterprise promotion for poverty reduction. However, no more than 15 percent of the 
villages in the impact zone are covered by such programs. There is only limited access to 
microfinance services offered through NGOs, and very little attention in existing NGO programs 
has been given specifically to users of the SRF. NGOs provide an effective and flexible 
alternative way of delivering services in Bangladesh, especially for reducing poverty and 
reaching out to isolated rural communities such as those in the impact zone. The institutional 
arrangements to implement a viable strategy for the impact zone need to be based upon 
constructive cooperation between the Project's Executing Agency (the FD) and NGOs working 
with SRF users. Appropriate arrangements to include other Government departments with 
proven capacity to implement social infrastructure development programs, such as the Local 
"r overnm ;ED), are also needed. ent Eng: ineering 

I FAO. Task Force on Institutional Reform. Final Report. 1998. 
2 Loan No. 1486-BAN: Forestry Sector Project. for $50.0 million. approved on 21 November 1996. 



4. Building Institutional Capacity 

x n  the I legal cus . . 17. Without dialogue and effect1 VG wvlnulg a I ~ ~ G I I I G I I ~ S  betwc 
of the SRF (the FD) and its users (primarily the people living in the impact zone) to ensure 
conservation and sustainable management of the SRF, the current adverse trends will surely 
worsen. Institutional arrangements that fully involve all stakeholders will need to be evolved and 
implemented. The management systems of the Sundarbans in West Bengal (India) may offer 
insights into appropriate institutional arrangements as well as ideas for ecotourism strategies and 
training opportunities for FD staff and local communities. 

18. build a broad-based constituency in favor of biodiversity conservation and 
sustainable resource use, significant attitude changes are needed in the FD. To develop the 
internal capacity for reform, greater openness in reporting and managing the SRF and in working 
with the community of users and the wider national community are needed. It is also necessary 
to accept some tradeoffs between preserving wildlife and improving forest management. Specific 
changes are required to (i) introduce modem management based on rigorously researched data 
and plans that have been developed in a participatory manner; (ii) improve household incomes, 
raise awareness among user groups of the need to conserve the biodiversity of the SRF, and 
increase personal security in the impact zone; (iii) adopt and enforce coherent and consistent 
policies; (iv) charge-econoani~pricesf o ~ u t i l i z a t i o ~ f  S R F - m u r c e s . & e - a e t e r n i i d  
rates for access by tourists to the SRF, and (v) develov multi-disciplinary skills and enhance - 

+ "career opportuniIies*for FD gtaR. 

5. Khulna Newsprint Mills 

19. KNM' is owned by the Government's Bangladesh Chemical Industries 
Corporation within the Ministry of Industries, and was established in 1959 to supply newsprint to 
the former East and West Pakistan. The sole domestic producer of newsprint in Bangladesh, 
KNM produces approximately 25,000 tons annually-half its design capacity, due to old. 
equipment, poor quality products, and lack of raw materials. KNM is the single largest user of 
Gewa and the main cause of its depletion; it is also a major source of water pollution, 
discharging its effluent untreated upstream of the SRF. KNM employs approximately 2,000 
people plus approximately 400 contract personnel to extract Gewa. The pulplnewsprint mill, the 
main facility at the complex, has not been well maintained, has accumulated financial losses of 
$40 million and is not viable in its present form. The Government acknowledges the urgent need 
to commercialize KNM as an initial step toward eventual privatization. Historically 120,000 
cubic meters of Gewa has been used annually by KNM, but the forest can only sustainably 
suppl a maximum volume of 53,000 cubic  meter^.^ A recent consultant's report financed by the Y Bank' indicated that for KNM to be financially viable and environmentally. sustainable it must (i) 
replace Gewa with imported low cost industrial waste as the source of pulp for newsprint 
manufacture; (ii) install a new effluent plant; and (iii) upgrade the old paper-making machinery. 
The total cost of such investments is estimated at $48 million, of which the effluent treatment 
plant would cost approximately $4.5 million. The other options examined in this preliminary 

I This complex comprises three mills: a pulplnewsprint mill, a hardboard mill. and a match factory. but only the 
newsprint mill is operational. 

2 FRMP estimate. 
3 Jaakko Poyry Consulting (1998). Assessment of Options for the Khulna Newsprint Mills. 



study include (i) com~lned use of Gewa and other pulp; (ii) other sources of domestic fiber for 
pulp (e.g., jute); and (iii) closure and compensation for displaced personnel. Of these other 

. options, options (i) and (ii) were unacceptable on financial and environmental grounds. Option 
(iii) was the most economically efficient, but the Government has not as yet fully considered this 
option due to the potential social disruption through the closure of one of the areas largest 
employers. In the interest of the long term future of the SRF, advisory TA is needed and has been 
1 d by the Government to further analyze t NM (paras. 31 a ' ̂ "' he optio ns for K 

C. Government Policies and Plans 

produc 

, nvironmental management provides an especially complex ch for the 
institutional s~ructure of Bangladesh. Major constraints are the slow pace of ins t i~u~l~l la  reform, 
poor enforcement of various policies and programs (including participatory.initiatives such as the 
people-oriented forestry programs), and weak environmental monitoring. The Government needs 
to effectively implement its national environmental strategy and related plans such as the 
National Environmental Management Action plan.' In recent years, the Government in its 
determination to expand and conserve natural forests has recognized the need to develop an 
adequate policy and planning framework, including appropriate institutional mechanisms to 
promote people's involvement in forest management and conservation and enhance the role that 
local communities can play in the forestry sector. Accordingly, the Government promulgated the 
new National Forest Policy in October 1994, and launched the Forestry Sector Master Plan irf 
1995. The Plan calls for an ambitious investment program of $2 billion over 20 years (1995- 
2015). Envisaged broad investment areas are: environment management ($48 million), 
participatory forestry ($35 1 million), :tion-directed programs ($960 millinn), and 
institutional development ($641 million), 

21. The Forestry Sector Master Plan and the National Forest Policy, and particularly 
their components for people-oriented programs to manage the environment, constitute the 
backbone of the current forestry sector strategy. Creating conditions under which people will 
benefit directly by participating actively in sustainable forest management will be the main 
challenge for the Government. In this sense, the major policy issue now is institutional and 
legislative reform to ensure implementation of the National Forest Policy's participatory 
I nent a p ~  ~s also identified by the FAO-funded task force report (para. 14). nanager 
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LL. G ~ ~ ~ ~ l l ~ l l e n t  expenditure on the SRF is primarily through budget allor;auuns, 
which have shown a marked increase from Tk30.8 million in FYI992 to Tk115.7 million in 
FY1997. More significantly, the budget as a percentage of resources received from the SRF has 
increased from about 20 percent in FYI995 to almost 60 percent in N1997, demonstrating the 
Government's emphasis on development of the SRF. The main development programs covering 
the SRF are funded under the FRMP since 1992 and will be completed in 2000. These programs 
include :tion of staff and visitor accommodati~ 5veral s; locatic 
inventori :y forest and nonforest product species. 
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I MOEF, Government of Bangladesh, Dhaka. 1995. 
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D. External Assistance to the Sector 
n 

2: e Bank' ince to the forestry sect 
1981 with a loan for the ~omrnunity Forestry project.' lnls  project extended social roresrry 
activities in 23 districts in the north and northwestern parts of the country. In March 1989, the 
Bank approved the Upazila (Thana) Afforestation and Nursery Development Project (UANDP).~ 
Building on the awareness raised under the Community Forestry Project, the UANDP aimed at 
arresting depletion of the plantations and natural forests of the central and northern region of the 
country. Under the UANDP, a significant portion of available Government land and homestead 
land was brought under tree cover using participatory and benefit-sharing approaches. The 
UANDP demonstrated the effectiveness of participatory approaches to the protection and 
management of Sal forests and establishment of block plantations (woodlots) in forests that were 
severely degraded and encroached upon. The UANDP also strengthened the FD's institutional 
capacity and provided training in seedling production and tree planting and maintenance to a 
large number of field staff, NGOs, and participantc -. 

aims tc plantir ncrease 24 e Coastal Greenbelt Project promote tree 
Veg~rcr~lvF; W V G I  in coastal areas through social forestry. Other components include nursery 
development, seedling distribution, public awareness, and training. The Forestry Sector Project 
covers various forestation, conservation, and natural forest management activities in line with the 
Forestry Sector Master Plan. Its objectives are to enhance conservation of forests in selected a 

protected areas, to increase wood production, and to institute sustainable management of forest 
resources through local community participation, institutional capacity building, and policy 
reform. The policy reforms are especially aimed at updating institutional arrangements to build a 

n modem professional capacity in the FD, phase out subsidies on seedlings, and to support social 
forestry, including greater community involvement in forestry planning and implementation. 
Following extensive dialogue with the Bank during Project implementation, the Government in 
September 1998 gave its approval of the FD's reorganization, and the Bank expects that all 
agreements made under the Forestry Sector Project will be met by March 1999. 

25. Closely coordinating with the Bank's activities, the World Bank has assisted the 
forestry sector in Bangladesh since 1980. Its first loan was for the Mangrove Afforestation 
Project, aimed at afforestation of about 40,000 hectares (ha) along the Bay of Bengal, followed 
by the Second Forestry Project aimed at maintaining existing plantations and establishing 40,000 
ha of mangrove plantations and 23,000 ha of industrial plantations on newly accreted land along 
the southern coast; developing management capability; establishing a resource information 
management system; and strengthening institutions, including educational institutions. The 
ongoing FRMP, 1992-2000, concentrates on developing forest management plans and 
strengthening the database for forestry activities. The most recent World Bank initiative is the 
Coastal Embankment Rehabilitation Project (1996-2002). The United Nations Development 
Programme and FA0 have provided eight TAs to the forestry sector in Bangladesh over the last 
decade: of importance for the proposed Project was the one in 1992-1995 to the FD for the 
integrated resource management of the SRF and for the development of professional forestry 

I Loan No. 555-BAN: Community Forestry Project, for $1 1 million. approved on 3 December 1981 and closed on 20 
JUIY 1988. n 

2 Loan No. 0956-BAN: Upazila Aflorestation and Nursery Development Project, for $43.5 million, approved on 30 
March 1989 and closed on 3 1 December 1995. 



education at the University of Chittagong. Further assistance has been provided by the World 
Food Programme and various bilaterals agencies including the Swiss Agency for Development 
and Cooperation, the Norwegian Agency for Development Cooperation, and the Ford 
Foundation. Appendix 3 previot la1 assist dects in d 
biodiversity sectors. 

ance prc contains stry an 

, 
A reviewL of 23 integrated conservation and development projects in Asia, Latin 
America, and Africa drew the Tollowing key lessons: (i) implementing agencies must have clear 
legal authority over protected area boundaries, (ii) legal authority should be vested in a single 
agency, (iii) users must be involved in genuine decision-making concerning change and should 
not be treated as passive beneficiaries, (iv) budget allocations must realistically reflect goals, and 
(v) such projects require a long time to complete. In addition, projects that aim to conserve 
biodiversity in protected areas are likely to be most successful when they provide real and 
immediate alternative benefits to local people. Several lessons have emerged from ongoing 
Bank-financed integrated conservation and development projects in Ind~nesia:~ in particular, 
they caution against a simplistic assumption about a direct relationship between improved 
biodiversity conservation and improved economic opportunities for the local population (i.e., the 
impact zone communities adjacent to the SRF). While economic growth is important, the need 
for a more collaborative and consultative approach that builds local institutional capacity and' 
trust between stakeholders and institutions has been highlighted. Stress must be placed not only 
on the rights of local communities but on their responsibilities as well. 

27. While the Forestry Sector Project took account of lessons learned in its design,' 
implementation of the recommendations was initially slow. Specifically, the project required that 
certain reforms in institutional .and technical aspects of peoples' participation in forestry be 
undertaken, which included (i) setting up a tree-fanning fund at the level of local community 
organizations; (ii) cost recovery in seedling production and replanting operations; (iii) 
establishment of an apex body with NGO representation as a means to enhance NGO participation, 
monitor progress, increase transparency, and resolve conflicts; and (iv) institutionalizing the role of 
NGOs in forestry. While satisfactory preliminary actions on most of these reforms has been taken, 
it is absolutely essential that the reforms be implemented in the field to provide an appropriate 
institutional setting for participatory approaches to forestry in the country and pave the way for 
further international assistance, including assistance from the Bank. 

I Wells M. and Brandon K. 1993. The Principles and Practices of Buffer Zones and Local Participation in Biodiversity 
Conservation, Ambio. 22 (2-3): 157-62, cited in TA No. 2724-BAN. Feasibility Study, Finof Report. October 1997. 

2 Loan No. 1 187-INO. Biodiversity Conservation in Fbns  ond Siberut, for $24.5 million, approved on 12 November 
1992, Loan No. 135 1 -1NO: Sukzwesi Rainfed Agriculture Development, for $30.36 million, approved on 3 1 January 
1995. and Loan No. 1378-INO: Fanner Managed Irrigation Systems, for $26.30 million, approved on 21 September 
1995. 

3 
F Including from the Community Forestry Project, as indicated in the Project Completion Report and the Project 

Performance Audit Report and endorsed in the Bank's Counrry Synthesis of Postevaluation Findings in Bangladesh 
(Ocrober 1997). the Project Completion Report for the Upazila Afforestation and Nursery Development Project and the 
Forest? Sector Synthesis of Postevaluation Findings (August 1994). 



F- The Bank's Sector Stratr-- 

tional st 2: le Bank's opera1 rdtegy lor Bangladesh focuses 4 ~ction, a 
pnonty In 11ne with the Government's development objective. This 1s to be achieved by 
concentrating on three strategic thrusts over the medium term: (i) promoting a faster rate of 
efficient economic growth through greater market orientation, augmentation of domestic 
resource mobilization, accelerated human development, and improved physical infrastructure; 
(ii) enhancing access for the poor to the employment opportunities generated by growth through 
improved health, education, training, population planning, basic services, and credit; and (iii) 
improving and protecting lironment by adc rsical and human consequences 
of poverty as well as natu lrce managemen 
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2! e Bank's Policy on Forestry,' is founded on three basic principles: protection, 
PI participation. The Bank's Policy on Fisheries2 recognizes the increasingly 
important role that fisheries and aquatic resources play in food security. The participatory 
approach is emphasized as a necessary step toward sustainable development under both of these 
policies. The degree to which customary land rights and land tenure of forest dwelling andlor 
forest-dependent communities are satisfactory, and the need to develop and strengthen 
mechanisms by which these communities can be involved in land-use decisions are key areas 
under the forestry policy that the Project will address. Capacity building for integrated 
conservation, development, and resource management is seen by the Bank as an important aspect 
of reform. In the SRF, expanded institutional capacity to manage fisheries and aquatic resources 
is essential to the Project, as fisheries conservation and management in the SRF rests with the 
FD, not with the Fisheries Department. The involvement of village officials, school teachers, 
NGOs, educational organizations, elected local bodies, and other agencies will be encouraged, in 
line with Bank ~olicies. 

ven the . .. 3C high dc ' dependence of impact zone communities on forest 
products ana risnenes, me strategy ror biodiversity conservation has to address the following 
key issues: (i) avoidance of mangrove habitat destruction, and the rejuvenation of mangrove 
habitats through reforestation; (ii) conservation of coastal fisheries, and minimizing the impacts 
of destructive fishing and pollution; and (iii) policy support for development of long-term 
sustainable natural resource use and integrated conservation management with emphasis on 
biodiversity conservation. The Bank's policies on forestry and fisheries guided the design of the 
Project, particularly because of the economic importance of these sectors to the SRF. 

G. Policy Dialogue 

3 1. Ongoing policy dialogue with the Government has been a feature of the Bank's 
role in Bangladesh for many years in the forestry, fisheries, and environment sectors. Policy 
dialogue during Project preparation has so far focused on several key area-- 

I R232-94. ADB Forestry Policy (Revision 1). : 
2 The Bank 's Policy on Fisheries, October 199: 

February 1 
1 .  



(i)  Outstanding conditionalities under the Forestry Sector Project. Amendment 
of the Forest Act of 1927 and institutional reforms will be conditions of loan 
disbursement. The proposed amendments to the Forest Act were approved by the 
Cabinet in principle in September 1998, and final approval by the Government of 
the changes is expected by December 1998. In September, the Government also 
approved reorganization of the FD, and provided the core professional staff 
needed for effective functioning. 

(ii) Sustainable management criteria for the SRF. For forestry, fisheries, and other 
quatic resources (all of which are currently overexploited) as well as for other 
liological resources, the Project will undertake baseline assessments from which 

"ustainable management criteria and conservation plans will be prepared, 
eviewed with stakeholders, and implemented. The recently published forest 
nventory for the SRF draws comparisons with similar inventories undertaken in 
959 and 1983 (para. 7). The reduction in the standing volume of key forest 
pecies, due mostly to overexploitation, is now understood by the Government, as 
s the urgency of finding a viable solution. For wood products it has been agreed 

to (a) rebuild stocks by significantly reducing harvests, and increasing license fees 
for access to SRF resources to economic levels but without completely shutting 
down access to resources; (b) closely supervise all timber-felling operations; (c) 
introduce immediate curbs on illegal and destructive practices; and (d) identify, if 
possible, a solution to Sundri top-dying. For nonwood forest products strict limits 
and harvesting controls will be defined on the basis of yet to be completed FRMP 
studies, and additional work by the Project. Careful planning for primarily water- 
based ecotourism and setting tourist charges based on market-determined rates 
will also be done. 

has a$ 
. . -  

,. . . 
%111) Phasing out the use of Gewa by KNM. The Government to 

significant reductions in the annual allowable cut, in line with sustainable limits, 
nd to completely phasing out the use of Gewa by KNM over a four-year period. 
i Bank-financed consultancy study of the options for KNM (para. 19) has already 

Jemonstrated the financial viability of using imported waste for recycling as the 
ource of pulp for newsprint manufacture. Bank support is proposed through an 
dvisory TA to further analyze and develop options for KNM (para. 96). The 
;overnment acknowledges that commercialization is vital and that eventual 
~rivatization may prove possible, but it is reluctant at present to consider the 
losure option, which will also be analyzed by the accompanying TA. Following 

the TA in the first year of the Project, if the Government and the Bank agree that 
continued operations at KNM are feasible, Nordic Development Fund financing 
will become available to construct an effluent treatment plant (para. 60), which 
would introduce controls on effluent disposal for the first time at KNM. 

(iv) Impact zone strategy. The Government realizes that, without active and 
consultative user-group participation, effective management of the SRF cannot be 
achieved. The Bank and the Government have worked together to devise a 
strategy to promote conservation-friendly practices. Improving the knowledge and 
organizational capacity of local communities, and working largely through 
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d4. The project a~rectly addresses guidance from the Biodiversity CO~IVGIILIUII ~ I I U  L I I ~  

COPS, including the promotion of conservation and sustainable use of biological diversity in 
vulnerable areas. It responds to COP2 guidance through the financing of measures for 
conservation and sustainable use and in-situ conservation. The second COP also reaffirmed the 
importance of tl stem approach, which is the primary framework 
is designed. 

under w ,hich thir le ecosy s projecl 

34. The project addresses GEF Operational Prograins Number 2 (Coastal, Marine, / 
and Freshwater Ecosystems), and OP3 (Forests). It directly addresses both OPs objectives 
(conservation and sustainable use), including in-situ protection of primary growth and 
ecologically mature secondary forest ecosystems, establishing and strengthening systems of 
conservation areas, and having a primary focus on tropical ecosystems in areas at risk. It 
supports sustainable use objectives through combining production, socio-economic, and 
biodiversity goals, including the implementation of a landscape approach that allows for a range 
of uses from strict protection through various forms of multiple use. The project explicitly 
addresses all GEF outputs under OPs 2 and 3, i.e., protected area strengthening, threat removal, 
sectoral integration, sustainable use, and institutional strengthening. 

CI Z The GEF's specific role in the project is described in more aetaus m Annex 4. 
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36. Founded in 1948, the World Conservation Z together 
government agencies and a diverse range of NGOs in a uniqr ssion of 
IUCN is to influence, encourage, and assist societies throughout the world to conserve the 
integrity and diversity of nature and to ensure that any use of natural resources is equitable and 
ecologically sustainable. Bangladesh joined IUCN as a state member in 1973. IUCN began a 
working association with Bangladesh in the mid-1980s with participation in important 
Government efforts to prepare a conservation strategy. An IUCN country office was established 
in 199 1 to support the Government and NGOs on biodiversity conservation and sustainable uses. 
The Project is an opportunity for IUCN to apply its technical expertise in biodiversity 
conservation monitoring in Bangladesh. IUCN's role in the Project will be to undertake 
independent conservation monitoring, and to prepare an annual environmental status report on 
the SRF 

Tx r 'C*YE PROPOSED PROJFm 
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37. The Sundarbans offers coastal protection to southwest Bangladesh, and is the 
world's largest remaining contiguous mangrove area. Within Bangladesh the SRF is a globally 
important ecosystem that includes habitats for fish, shrimp, birds, and other wildlife such as the 
endangered Bengal tiger. It also offers tourism and recreation benefits. The SRF is increasingly 

F used by rural communities who live mainly in the 0-20 km zone along the northern and eastern 
border, and by commercial wood processors. Artisanal fisherfolk and industrial fishing vessels 
from the Bay of Bengal use the area in steadily growing numbers. Poverty in the impact zone is 



thanas surrounding the SRF in Bagerhat, Borguna, Khulna, Pirojpur, and Sathkira districts; and 
(iv) a marine zone, covering the area inside the 20 km limit off-shore in the Bay of Bengal, 
which currently supports fisheriegbut also includes protected marine and terrestrial biodiversity, 
and where new i s l a n w r e t e .  In total it is anticipated that - 70.000 households will 
be involved in the Project-supported rural development programs. 

roject Components 

4,. ,3e Project will consist of six parts, and will include an advisory TA to address the 
ted with KNM (paras. 60 and 96) 

- art A: Effective Organization 01 U I ~ :  cis 

i organi: .. -.. 4 Restructuring and strengthening the FD'z nd operations based at 
khulna is fundamental to sustainable management of me s m .  (~ppendix  5 provides the 
proposed institutional framework.) Part A will focus on establishing organizational capacity for 
sustainable management and on upgrading the infrastructure to make this possible. For example, 
a Project office will be provided, including a laboratory and related facilities, and the FD's 
dockyard in Khulna will be upgraded for vessel maintenance. Rehabilitation of other related FD 
infrastructure in Khulna, upgrading the FD's boats for patrolling and other operations, and 
provision of related equipment will be also be undertaken. Organizational capacitv will be built 
up primarily through, the establishment of three bodies, described as follows. 

ndarbans Management Unit 

zation a .- , . 

4,. aunaaroans management unit (SMU) will be estamisnea wirnln the FD's new 
structure to make the critical transition to integrated natural resources management. The SMU 
will be the administrative vehicle for support services required for Project implementation, 
including contractual arrangements for environmental monitoring and inspection services. It will 
be headed by an appropriately qualified chief executive officer (Project director), equiv; 
he rank of deputy chief conservator of forests. 

~ -~ 

alent to 

44. Policy making will be through the Integrated Resource Management Policy1 
Program Committee, comprising the Project director, the head of the operational circle (para. 
4 3 ,  and the heads of the four functional units, namely the Liaison, Extension, and Education 
Unit; the Revenue Unit; the Administration, Finance, and Support Services Unit; and the 
Database Management, Monitoring, and Research Operations Unit. The Project will assist in 
reorganizing, modernizing, and strengthening administrative capabilities, and upgrading the 
present staff to the category of a full-service support group. The Project will also support 
establishment of an institutionalized database linkage to the existing Resource Information 
n 

I Assuming that. on average. two persons per household will receive training and other benqfits, a total of approximately 
340.000 people will be directly involved. 



45. Inside the SRF, a Sundarbans operations circle will have jurisdiction over the 
terrestrial forest and aquatic resources.' The terrestrial production zone will be reconstituted into T 
two divisions, East Sundarbans (Mongla) and West Sundarbans (Khulna), with responsibility for 
the management of all wood and nonwood resources. Major attention will be placed on 
rehabilitation and supervision of forest resources utilization. Field operations will also be 
supported by improved communications, water transport, and related equipment. 

46. The Sundarbans operations circle will comprise two divisions. The aquatic 
resources division will be responsible for all operations of aquatic resources management 
including development and implementation of aquatic resources management plans, and 
enforcement of aquatic and fisheries regulations based on sustainable resource utilization criteria, 
survey data, and analysis undertaken by the Project. The wildlife conservation and tourism 
promotion division will develop and implement wildlife resources management plans and 
enforce wildlife regulations based on sustainable management criteria, survey data, and analysis 
undertaken by the Project. It will also promote sustainable tourism. 

ii. darbans Stewardship ( sion 
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47. Oversight and long-term policy issues will be addressed through 
stewardship commission (SSC). It will be chaired by the minister of environment 
will have up to 18 members who are representatives of key public and private sector institunons, ' 

and citizens chosen for their concern for the future of the SFW but without direct, vested interests 
in the outcome of management decision making. The SSC will be tasked with a long-term policy 
and advocacy role in protecting the Sundarbans from adverse external impacts caused by 
decision making by the Government, companies, or other influences that could affect the 7 
integrity of the ecosystem. The SSC is expected to be able to communicate with the Parliament 
and the National Environment Council in policy matters requiring high-level attention. A small 
secretariat, provided by MOEF, will prepare studies and policy briefs for SSC consideration and 
endorsement by Government. The SSC will receive regular reports from IUCN, which is 
expected to undertake independent conservation monitoring; IUCN will also prepare the annual 
"State of the Sundarbans" report, which will address the environmental status of the SRF. The 
SSC will be established by Government decree. 

iii. Stakeholder Advisory Council 

48. The Project will institutionalize the present informal dialogue with the many 
stakeholders who have a genuine interest in the SFW. The Project will assist local NGOs in 
organizing local user groups to represent the key stakeholders (including wood cutters, 
fisherfolk, shrimp fry collectors, honey collectors, tour operators, women's groups, fuelwood 
collectors, etc.) and to offer socioeconomic development opportunities, including provision of 
microcredit. Representatives of the various local user groups will form a stakeholders advisory 
council (SAC) that will work with the SMU. Membership of the SAC will remain flexible to 

. 
I A forestry circle is the largest unit of territorial administration used by the FD. 



allow representatives or user groups to joln as rney Decome organized. The liaison, extension, 
/ and education unit of the SMU will be the link through which the SAC will communicate with 

the SMU. In order to effectively project the views of the SAC, a representative of the SAC will 
also be a member of the SSC. 

Part B: Biodiversity Conservation and Sustainable Resource 
rlanagel ment 

- - - - - &. . 
JY. 1 o errectlvely manage me roresr, aquarlc ana wl~a~lre resources of the S,, , ...- 
Project will adequately equip and assist the FD. A technical advisory group (TAG) will assist 
operational staff in preparing and applying targets for sustainable use of all key resources (para. 
56). The four principal areas of activitv under Part B are described below. 

d 
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50 .  Forest Rt le reviewed, and the Project will 
update them where necessary to develop a baseline for deriving sustainable targets for off-take of 
timber and nontimber forest resources, and for future planning. Curbs on illegal harvests and 
enforcement of regulations will be implemented and supported by expanded FD operational 
facilities, training and supervision to ensure that forest harvests fall within sustainable limits, and 
that conservation practices are followed. A total of about 17,000 ha will be covered by 
enrichment plantings and assisted in actual regeneration of kev forest s~ecies. as well aq 
;ilviculture trials and sampling plots. Patrols will be 
;upported in accordance with management plans. 
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5 1 .  quatic Resourc lgthenin qacity of the FD to effectively manage 
the SRF ic resources wi e baseli isments of selected stocks, analysis of 
existing tnyl"lLation levels, and LG~LGI ~ ~ i d e r s t a n c ~ ~ l ~  "1 h e  habitats of endangered species. From 
these assessments comprehensive fisheries managementplans --- will be developed, including 
sustainable use criteria. Regular patrols will ensure that the plans are GrFfinted and that SRF 
fisherfolk are fully aware of modem fisheries management and conservation practices. 
Regulations, enforcement methods, and ways of working in cooperation with resource users will 
be introduced. The Project will train FD staff in all aspects of fisheries and aquatic resources 
r nent, including c tion awareness, and appropriate gear and catching methods. 
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4 - Wildlife R"UUIT~S. AS there is little current understanding of wildlife 
populations including how to protect their habitats, how best to conserve existing stocks, or how 
to reintroduce recently extirpated species, wildlife management represents a significant challenge 
for the Government. Although protection of all wildlife is nominally undertaken by the FD 
throughout the SRF, and especially in the three exis ldlife sanctuaries, poaching is 
common. The Project will develop an approach that inte; le needs of all four zones of the 
Project area (the production zone, the sanctuary zone, the ~nlpar;~ zone, and in the offshore 
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marine zone). The Project will evaluate the FRMP's conservation plan for the sanctuaries' and 
further develop specific  intervention^.^ The role of tourism (para. 55) is closely linked to 1 n 
.conservation, and therefore will be carefully considered in the Project and integrated into 
conservation management plans. 

53. Integrated Conservation Management Planning. Based on the plans for 
forestry, aquatic resources, wildlife, and tourism (para. 55), an integrated conservation 
management plan will be developed, including an overall zoning scheme for the SRF, and will 
be rigorously implemented. Project staff will liaise with the management of the Sundarbans in . . 
West Bengal (India) to coordinate conservation efforts. 

Part C: Socioeconomic Development of the Impact m n t  

54. The Project will follow a two-pronged approach in the impact zone. First, it will 
work through NGOs to organize resource userslextractors into viable groups that will then (i) 
participate in SRF-related planning and implementation of activities; (ii) regulate their own 
extraction practices (according to agreed norms set up in consultation with the SMU) and stop 
unsustainable practices; and (iii) gain access to new sources of microfinance services from the 
Palli Karma-Sahayak Foundation (PKSFJ ?roved access to markets. Second, the 
Project will support livelihood develo s through community-based groups. 
Resource user groups will also enjoy improvea access to social services and rural infrastructure 
through community-based planning and implementation, supported by the Project with the 
assistance of LGED. The TAG'S expertise will also assist to implement the Project's impact zone 
strategy. The Project will improve social conditions and reduce the poverty of approximately 
170,000 households by providing, for example, clean drinking water facilities, sanitation, rural F'. 

roads, and improved access to formal and informal education. Alternative income-earning 
activities that have proved to be e in reducing poverty in Bangladesh, e.g., apiculture, 
poultry, and handicrafts, will be aged to reduce dependency on the SRF. The SMU, 
workinn through selected NGOs, will promote the social forestrv activities in the impact zone. 

55. 
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ununities with training and material support to 
tourism, both as economic beneficiaries and 

ecotourisn~ 111alagers. Assistance will bt y ~ v ~ l J e d  to the FD, in close consultation with all 
stakeholders, to prepare and implement a tourism management plan that carefully regulates SRF 
tourism in a phased manner, using the results of environmental monitoring and evaluation. With 
the assistance of the TAG, the Project will organize a local tourism partnership, involving the 
FD, the Bangladesh Parjatan Corporation, and private operators to assist in plan preparation and 
implementation, prepare tourism promotional strategies, and train staff. Public environmental 
awareness activities will include support for a Public Information and Education Center, which 
may be leased on a cost-sharing basis with a suitable organization in Khulna, mangrove 
interpretation sites, and media campaigns. The Project will also construct and upgrade basic 

I The Conservation Management Plan of the Wildlife Smctuaries of the Sundarbans Reserved Forest. Final FRMP 
Report, August 1997. 
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One of the changes required will be the establishment of a transition zone, or comdor, between the South and East 
sanctuaries to protect wildlife and wildlife habitat while allowing nonextractive human use. 



public infrastructure, e.g., jetties, wildlife observation towers, information boards, facilities for 
waste disposal in carefully selected locations, and related services. An Internet website for 
exchanging information on the Sundarbans will be establisherd as well, including news on 

sm opportunities. The TAG will provide advice to develop an appropriate tourist fees 
: as well as a financial-sharing mechanism for tourism-generated incomes 

Part E: Technical Advisory Group, Monitoring, and Research Studies 

56. Technical Advisory Group (TAG). The TAG will focus on improved overall 
administration and management, integrated conservation management planning (including 
terrestrial resources and aquatic resources) and plan implementation, and ecotourism, 
environmental awareness, and impact zone development. The TAG will (i) establish baseline 
information and criteria for,draft forestry, aquatic resources, wildlife and tourism sector plans and 
integrated conservation and management plans, and assist in developing a self-sustaining 
management system, including the development of market-based instruments for access to SRF 
resources; (ii) help the FD retrain its staff and help focus its activities to more effectively conserve 
the SRF and serve the needs of its primary stakeholders; and (iii) train resource users and 
community representatives to engage in ecotourism-related activities. Specific training and support 
will also be included for FD, LGED, and NGO staff with respect to organization of resource users 
into groups, women in development issues, and specific conservation issues 

57. 
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ttion Monitoring. To maintain a high level of both national and 
I regarding the quality of the environment and the sustainability of SRF 
resource use, external monitoring will be undertaken by IUCN. IUCN will also prepare an 
independent annual "State of the Sundarbans" report. Hydrological aspects of the SRF and its 
upstream catchments will also be studied for pollution monitoring and control and for development 
of a remote sensing system for monitoring ecological changes. 

58. To further enforce environmental management safeguards, it is proposed to 
initially engage a suitably qualified firm offering inspection services to an international standard 
to assist in designing an independent certification and inspection system. This firm will advise on 
the establishment of a system for checking on the issuance of permits, verification of revenue 
collections, and adherence to utilization rules. The firm will report to the SSC. Following 
consideration of the report and consultations with the SMU, the SSC will recommend an 
appropriate and permanent capacity for this work, probably in the form of a small certification 
and inspection unit. 

59. Research Studies. Research studies and analysis by the TAG, other consultants, 
and contracted agencies in Bangladesh will be undertaken on topics critical to the development 
of sustainable management strategies and operations in the SRF. These will include (i) forestry 
research into Sundri top-dying disease to assist in understanding and possibly counteracting the 
widespread natural degeneration, as well as research into mangrove regeneration, habitat 
adaptability, and regeneration (ii) studies of animal ecology as inputs for wildlife planning; and 
(iii) studies of visitors for ecotourism planning. Summary information on the scope of this work is 
in Appendix 6. 
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Part F: Khulna Newsprint Mills Effluent T r e a t ~ ~ n f  - 
6C reduce rial pollution from K 
hanu~~ng~u~spusiu equipmen1 anu related technical services are required at KNM. Followlr~~ LIIC 

advisory TA proposed for review of KNM's operations and identification of alternatives to using 
Gewa, a decision will be made by the Bank and the Nordic Development Fund in consultation 
with Government regarding Project support for effluent treatment. 
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2. The Role of the GEF 

6 1 
insntution,. 
biodiversity 

Tht 
el 0m-w 

: GEF will contribute to five of the six Project components by supporting (i) 
 cit city building related to mainstreaming biodiversity conservation; (ii) 

friendly forestry, fisheries, and wildlife resource management; (iii) scientific advice 
to the Project on biodiversity conservation and ecotourism; and (iv) environmental awareness 
and sustainable ecotourism investments. A detailed description of the GEF's role in the Project is 
presented in Appendix 4. 

C. Cost Estimates 

Base 
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62. The Project cost is estimated at $82 4 
percent) in foreign exchange including $1.2 million ror me service cnarge for the Bank loan, and * 

approximately $54.5 million equivalent (66 percent) for local currency costs (Table 1). Further 
details of the Project costs are provided in Appendix 7. 
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Component 
A. Base Cost 

1 .  Part A: Effective Organization of the Sundarbans Reserved I 
2. Part B: Biodiversity Conservation and Sustainablt 

' Management 
3. Part C: Socioeconomic Development in Impact Z 
4. Part D: Ecotourism and Environmental Awarenes 
5. Part E: Technical Advisory Group. Monitoring. a 

Khulna Newsprint Mills Effluent Treatme 
Subtotal (A) 

B. b ~ l ~ ~ l ~ ~ ~ d c i e s  
1 .  Physical Contingencies 2. 2.4 4.5 
2. Price ~sca lat ion~  1. 6.9 8.5 

Subtotal (B) 3.7 9 3  12.9 
C. Service Charge on Bank b a r  - 7. 1 7  

Total ~ 4 . 5 ~  
7 - 

b d on 10 pcrcent of base 
n--d on annual escalation factors of 2.5 percent (foreign); 5 percent (1998). and 4.5 prrccnt thereafter (local). 
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Financing Plan 

c,. mta l~s  or tne rinanclng plan are snown m Appenaix I .  A loan rrom me Bank's 
Special Funds resources in an amount of $37.0 million equivalent is proposed to finance 
approximately $15.6 million in foreign exchange costs (56 percent of total f~reign exchange 
costs), and $21.4 million equivalent of local currency costs (39 percent of total local currency 
costs). The loan will have a repayment period of 40 years, including a grace period of 10 years, 
and a service charge of 1 percent per year (Table 2). 

64. The GEF will cofinance the Project through a grant that will be administered by 
the ~ank . '  A Memorandum of Agreement between the Bank and the World Bank (acting as 
trustee for the GEF grant) has been drawn up. The GEF grant will be in an amount not exceeding 
$12.2 million, of which $8.6 million is in foreign exchange (31 percent of total foreign exchange 
costs) and $3.6 million equivalent in local currency costs (7 percent of total local costs). Subject 
to the outcome of the TA, the Nordic Development Fund has indicated its intention to cofinance 
the Project through parallel financing in an amount equivalent to $4.5 million, of which $3.5 
million is in foreign exchange costs, and $1.0 million equivalent in local currency costs (2 
percent of total local cosf ' 

Source 
Bank 

ernment 
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65. he Gov will finance 30 percent of the local currency costs by 
contributing the equivalent or $16.1 million (20 percent of total Project costs). PKSF will. 
contribute its own funds for microcredit for alternative income-generation activit 
resource extraction activities-through participating NGOs that meet its crite 
organizations-equivalent to $6.8 million (8 percent of Project costs). Betlc~lclm~cs WIII 

i contribute the equivalent of $3.7 million as equity for the income-generating activities in the 
impact zone. NGOs will contribute the equivalent of $1.9 million (over 2 percent of Project 
cnrtr\ 

Foreigr Total 
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LOSX Percent 
37.0 45.0 

Government 16.1 16.1 19.6 
Global Environment Facility -.- 3.6 19 3 14.8 
Nordic Development Fund " 3 5  1 .O 5 5  
Palli Karma-Sahayak Foundation - 6.8 8.3 
Beneficiaries 3.7 J. I 4.5 
Nongovernment Organizations 1.9 1.9 2.3 

Total 545 82.2 100.0 
il 

Subject to che outcome of the dvisoly tcchnid assis-.-. 

anglades 
P 

nstances 66. ih's fiscal circun warrant continued Bank assistance to meet the 
local cumency costs or development projects, Including this Project. Since the early 1990s, the 
Government has been carrying out a comprehensive program of structural reforms to liberalize the 
foreign trade and exchange rate regimes, restructunz the industrial sector, strengthen fiscal and 

I GEF financing is subject to final endorsement by the GEE 



monetary management, encourage private sector participation, and privatize State-owned 
enterprises. As a result, macroeconomic stability has been gradually restored with a higher growth T 
rate, lower inflation rates, smaller fiscal and current account deficits, and higher exports. Despite 
these improvements, the pace of reforms is slow, and macroeconomic stability remains fragile. 
Recent major flooding has displaced millions of people, and significantly damaged infrastructure 
and agriculture lands, and could have severe impacts on short-term economic growth, widening 
fiscal and current account deficits and increasing inf 

lf local c 

nentc 

osts. 

67. These matters continue to be the suqec ~aogue .. .... ,., ,,.... I ne 
Government needs to make stronger efforts, but the pressures it must deal with also merit 
recognition. More importantly, Bangladesh remains a Group A country with structural constraints 
on stronger resource mobilization efforts. The social and economic circumstances of the countrv 
warrant col Bank financing a 

E. Tmp~ementation Arranger..,.., 

with th IP Rank 

Project Organization and Management 

68. As the Government agency legally responsible for administering the SRF, the FD 
will be the Executing Agency for the Project. The SMU will be set up within the FD and be based 
at Khulna. It will have the overall responsibility for administration, implementation, monitoring, ' 

reporting, and coordination of activities in the SRF and the impact zone. The Government will 
appoint an appropriately qualified full-time chief executive officer (Project director) acceptable 
to the Bank and funded under the Bank loan.' The Project director will have adequate delegated n 
responsibility and authority to manage the Project personnel and Project funds, including 
recruitment of consultants and contract negotiations within the existing regulations of the 
Government of Bangladesh. A key advantage of this approach is that decision-making authority 
will be available locally through delegation, and not centralized in Dhaka. The Surface Water 
Modeling Center, based in Dhaka, will monitor water quality. Close coordination between the 
SMU, participating NGOs, PKSF, and LGED will be required for organization and management 
of the Project. The SMU will maintain close and effective links with IUCN (responsible for 
independent conservation monitoring), the SSC, the SAC, and other key institutions. 

5D will 
-1 

69. LGE be the lead agency in the impact zone responsible for the rural social 
infrastructure deve~up~r~cfit program. For microcredit services to support microenterprise 
development in the impact zone, PKSF will take the leading role in selecting and supervising 
NGO microcredit activities. 

70. The implementation arrangements for the impact zone are based upon the 
cooperation arrangements between the FD, the Association of Development Agencies in 
Bangladesh (ADAB), and the Bank under the Bank-assisted Forestry Sector Project, except for 
the infrastructure development program and microcredit services. The Khulna chapter of ADAB 
will coordinate the consensus-building process among local and national NGOs regarding 

I The candidates for this position must have appropriate university-level qualificar~vns and extensive experience in the 
implementation of foreign-assisted projects. All senior Project staff will be selected on the basis of eligibility criteria 
agreed upon with the Bank. 



selection of areas and programs to be implemented by NGOs. Proposals will be finalized by the 
ADAB Khulna chapter in consultation with ADAB Dhaka, to be discussed with and approved by 
the SMU. 

2. Coordination Arrangements 

71. A Project coordination committee will be organized in Khulna to provide technical 
and management guidance to the Project. It will be headed by the Project director; and its members 
will include senior officials from the FD, PKSF, the participating NGOs, and LGED. The 
committee will meet at least quarterly. Close coordination and cooperation between participating 
NGOs, LGED, and the FD is critical to the success of the Project. A Project office will be 
established at Khulna, and a small liaison office will also be set up at FD headquarters in Dhaka. 
To ensure transparency and address grievances, including for example matters relating to NGO 
selection, a Project Steering Committee will be set up in Dhaka. It will be headed by the secretary 
of MOEF, and comprise the Project director and representatives of FD, PKSF, participating NGOs, 
and LGED. 

72. At the thana level coordination will be provided by rdination 
committee chaired by the Thana Nirbahi officer, with representatives from NGOs and local 
concerned government agencies such as LGED and FD. This committee will meet on a monthly 
basis and will coordinate the implementation of Project activities, review problems that may 
arise, and report to the Project Coordination Committee at Khulna. PKSF will be thC 
implementing agency for microcredit activities under the Project. The assistant conservator of 
forests (social forestry) will also be a member of the Tham coordination committee. 

%e Imp act Zonl 

73. In the impact zone the Project will place emphasis on working with NGOs and 
local communities in developing environmentally substantial microenterprises and tourism. A 
two-pronged impact zone strategy will be built on a close partnership between local SRF- 
dependent communities and SRF resource users/extractors, NGOs working in the area, NGOs at 
the national level, the SMU, and other stakeholders. NGOs will be primarily responsible for 
social mobilization, group formation, and training through service contracts with the SMU. 
Project activities will be started at the village level by NGOs, which will be fully familiarized 
with the Project approach at a start-up workshop to be organized by ADAB's Khulna chapter. 
There will be four stages of social development implementation, as set out in para. 104. The 
social infrastructure program and microcredit services in the impact zone will be implemented 
through LGED and PKSF, respectively, as mentioned above in para. 69. 

dit Len ding Te rms and ions 

74. From its own resources and established criteria, PKSF will lend to participating 
NGOs at an interest rate of not more than 6.25 percent per annum, as determined under previous 
World Bank and Bank-financed projects. Participating NGOs will pass on the proceeds of the loan 
from PKSF for relevant activities and microenterprises at the prevailing market rate (currently 16- 
20 percent), keeping a margin of 10-13 percent to cover the relatively high costs of social 
mobilization, group formation and social awareness training, skills training, monitoring of loan 



collection and extension activities, other operating costs, allowance for bad debts, and profit. 
Under PKSF's current guidelines, annual service charged rates to partner organizations are in the 
range of 2-5 percent, and rates charged by partner organizations to the final borrowers are based 
on market rates.' 

5. Implementation Schedule 

75. e Project will be implemented over a period of seven years and is expected to be 
completed IJY Julie 2006. Consultant recruitment for the TAG will be an important activity in the 
first year, as will training of FD, LGED, PKSF, and other staff; NGO selection; the 
commencement of participatory processes; and arrangements for construction of the SMU office 
and other Project-supported infrastructure. For microcredit in the impact zone, some larger NGOs 
and PKSF already have considerable relevant experience with a range of small-scale enterprises 
suitable for poverty reduction, including training programs, and they have adequate technical 
staff. By the beginning of year four, a comprehensive midterm review of the Project will be 
camed out (Appendix 8). 

L "-~curement of Goods and Services 

Prc ,. - 7C tcurement of goods and services will a~curuance with the Bank's 
Guzdelmes~or Procurement. Supply contracts for materials, equrpment, and vehicles required by 
the Project will be procured under international competitive bidding procedures if the contract is 
estimated to cost more than $500,000 equivalent, and under international shopping procedures if 
the contract is $500,000 equivalent or less. Each supply contract for materials, equipment, and 
vehicles estimated to cost less than $50,000 equivalent will be by direct purchase. Civil works 
contracts, for example, for constructing the Project office for the SMU, observation towers, 
walkways, and jetties inside the SRF may be awarded by the FD, in accordance with any 
Government standard procurement procedures for local competitive bidding satisfactory to the 
Bank. Supply of inputs to small-scale village enterprise programs for the impact zone may be 
procured from local suppliers. Contracts for services such as local training or the production of 
specialized environmental education activities and extension material estimated to cost, in the 
aggregate, the equivalent of $5,000 will be awarded by direct contracting arrangements with 
qualified domestic institutions acceptable to the Bank. 

7. " - nsulting Services, NGO Services, and Training 

ann -. 

draft in 
managc 

: current il 
lually. The - .  

tegrated 
sment s: 

nterest rate 
: condition ,.-->. 

:h estab! 
- 

77. ,,~stantial consulting services and training support : of the 
TAG to (i) help the FD retrain its staff and refocus its activities to more effectively conserve the 
SRF and serve the needs of its primary stakeholders, and (ii) train communities to engage in 
ecotourism-related activities. The TAG will establish baseline information and sustainable 
practices, conservation and management plans, and assist in developing a self- 
sustaining ystem. Specific training and support will also be included under the 
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rlnance Project ( IYYb), and the Baruc-~mancea m a n  NO. 1x4-BAN: rarnciparory wvestock Development project, for n. 
$1 9.7 million, approved in June 1997. PKSF agreed to participate in the Project in a letter to the Bank of 15 September 
1998. 



Project for FD, LGED, and NGO staff with respect to organization of resource user groups, gender 
sensitization, women in development issues, and specific conservation issues for women and 
.women's groups. IUCN will be contracted to undertake independent conservation monitoring 
activities. To provide the necessary specialized support through the TAG, 17 long-term 
consultancy positions are proposed, totaling 381 person-months of which about 141 person-months 
may be domestic consultants (Appendix 6). Additionally, about 48 person-months of short-term 
consultants will be required for independent co~ In monitoring (36 person- months) and 
other priority work (1 2 person-months). 

78. About 50 person-months of regional fellowships will be provided to train and 
develop a cadre of experienced staff who will help change attitudes in the FD and support 
participatory processes. In addition, the international consultants in the TAG will provide intensive 
in-country training for about 200 Project personnel as well as a training program in 
computerization and monitoring of Project activities. These fellowships and the incountry training 
program will be available to staff of FD, LGED, participating NGOs, PKSF, and members of the 
community. Selection criteria have been agreed between the Government and the Bank. 

79. Under the loan, the Bank will finance 83 person-months of international consultants 
and 121 person-months of domestic consultants. The GEF will finance 193 person-months of 
international consultants (including 36 person-months for independent conservation monitoring), 
and 20 person-months of domestic consultants. The Bank will select, negotiate, and enter int@ 
contracts with consultants financed by the GEF grant in accordance with the Bank's Guidelines on 
the Use of Consultants. In the case of consultants financed by the Bank's loan, the Government has 
requested that, as an exception to the procedures set out in the Bank's Guidelines on the Use of 
Consultants, the Bank directly undertake the short-listing, evaluation, and ranking of consultants in 
consultation with the Government. Taking into account the number of consultants to be engaged 
and the necessity to accelerate the recruitment of consultants for this Project, the Bank has 
accepted this request. However, contract negotiations and signing of contracts for this Project will 
remain the Government's responsibility. As IUCN is well established in Bangladesh and known to 
be capable in the field of conservation monitoring, the Government and the Bank have agreed that 
IUCN will be engaged as the independent conservation monitoring agency. The NGOs will be 
selected according to the procedures and criteria agreed upon with the Bank under the Forestry 
Sector Project. However, for those NGOs utilizing microfinance, PKSF will select the NGO 
partner organizations according to the established criteria for microfinance. 

, Reports, and Audit 

bu. ne ru and LGED will maintain separate financial accounts under the Project. 
These ac will be audited annually by an independent auditor acceptable to the Bank. The 
audited reports will be forwarded to the Bank not later than 12 months after the close of each fiscal 
year. In addition, the FD and LGED will furnish the Bank with semiannual progress reports during 
each year of Project implementation. The report for the six months ending 3 1 December each year 
will show the cumulative progress during the entire year. Within three months after co'mpletion of 
the Project, FD, LGED, and PKSF will coordinate and prepare a Project completion report for 
submission to the Bank. 
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8 1 For the GEF grant, reporting will be in compliance with World Bank requirements 
an E undertaken by the Bank as agreed between the Ban Id Bank in the m 
MI lum of Agreement to be signed by the respective parties. 
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82. To ensure effective Project implementation and timely disbursement of the loan, 
the Government will establish two imprest accounts in dollars in the Bangladesh Bank or in a 
commercial bank acceptable to Bangladesh Bank and the Bank upon loan effectiveness. The two 
imprest account-ne for LGED and one for the FD-may be in a commercial bank acceptable to 
the Bangladesh Bank and the Bank. With these accounts, funds will be released to assist LGED 
and the FD in carrying out their respective responsibilities. The two accounts will be established, 
managed, replenished, and liquidated in accordance with the Bank's Loan Disbursement 
Handbook (June 1996) and detailed arrangements agreed upon by the Bank and the Government, 
as will the statement of expenditures procedures used to reimburse eligible expenditures for the 
Project and to liquidate advances into the two accounts. 

-#A " -7efit Monitoring and Evaluation Der 

Thr 83 ee forms of monitoring and evaluation I carried our uy the Project to 
form an Integrated system: (i) benefit monitoring and evaluahon to be conducted according to the " 

Bank's guidelines, responding to the administrative requirements of the Bank and the 
Government, and using TAG consultants reports, Project surveys, and NGO baseline studies to 
also comply with the World Bank's requirements; (ii) performance monitoring utilizing the 
recording and evaluation systems already in place with PKSF; and (iii) independent conservation n 

monitoring to be provided by TUCN, which will prepare an annual "State of the Sundarbans" 
~ s e  by tk civil society in 1 :sh, and other Project fir jort for 1 
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Governr . . Ann ~ual mon 84. ~itoring reviews will be carried out jointly by the ( nent, the Bank, 
and other tundlng agencies. Initially, these reviews will be carried out at least tw~ce a year and will 
determine if all of the proposed participatory processes are in place and effective, and if the Project 
is progressing as planned. The Bank will ensure that the scope and content of these previous 
reports meet the requirements of the GEF and other cofinanciers. A comprehensive midterm 
review will be carried out at the beginning of the fourth year of implementation to critically 
evaluate the accomplishment of Project objectives, implementation procedures, procurement 
methodology, benefit monitoring and evaluation activities, management and coordination functions 
and related activities of PKSF and the implementing NGOs, the performance of the consultants, 
and related matters. The Implementation, Monitoring, and Evaluation Division of the Ministry of 
Planning and the SAC will participate in the midterm review, and a special session of the SSC will 
be convened to consider recommendations and provide feedback to the review team. Following the 
review, measures will be introduced to remedy any identified weaknesses. 



! Procurement Action 

wed adv - lo facilitb~~ L I I I I G I ~  implen 1, the Bank apprc ance pro ~t action 
to (i) issue invitation for consulting services proposals funded under the loan; (ii) prepare 

. documentation for procurement of maps, aerial photos, and satellite imagery for inventory and 
mapping; (iii) develop and prepare plans for consultations with NGOs in the impact zone; (iv) 
initiate preparation of layout plans, designs, estimates, and tender documents for all civil works; (v) 
initiate selection of national and international institutions and universities and of appropriate 
candidates for in-country and external training, including preparation of documentation for 
clearances, etc.; and (vi) initiate the procurement process for the urgently needed service vehicles, 
materials, and equipment, and complete the approval processes. The Bank's approval of such 
advance procurement action does not in any way commit the Bank to approve the Proiect. 

rhe Executing Agency 

'he Forest Department 

86.  he FD' will be the Executing Agency for me rroject. From 197 1 ro  I YOY, the FD 
was under the Ministry of Agriculture, but was transferred in 1989 to the newly formed MOEF. 
In addition to the FD, MOEF includes the Bangladesh Forest Industries Development 
Corporation, the Department of Environment, and the Bangladesh Forest Research Institute and 
National Herbarium. The FD's existing organization is based on traditional administration- 
oriented management, and accountability focuses mainly on adherence to budget allocations. In 
the SRF profe'ssionally qualified staff, management and planning skills, as well as operational 
capacity, are needed to manage the multidimensional nature of the resource. Significant skills 
upgrading will be needed in integrated conservation and development, including ecotourism. The 
FD also needs help building its capacity for development planning and programming, 
environmental management, fisheries management, wildlife management, monitoring and 
evaluation, modem methods of surveys and inventories, and resource information management. 
The Project provides the technical support, training, and ( nal supp le FD to 
fulfill its role in conserving the biodiversity of the SRF. 
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Bther Associated Agenc: 

t 
o l .  A E D  of the Local Government Division of the Ministry of Local GOV~IIIIIIGII~, 
Rural Development and Cooperatives will be the Implementing Agency responsible for the 
overall planning, supervision, and monitoring of rural infrastructure construction (e.g., village 
water supplies and sanitation, rural education, other rural infrastructure) in the impact zone. 
LGED has successful experience in implementing Bank-financed projects, and is highly regarded 
for its grassroots orientation and community relationships. LGED has a well-equipped regional 
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q : based at Khulna including excellent training facilities, a good ongoing 
I ;hips with the I local NGOs in southwest Banglades ing it an ideal FD and 
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I FD is headed by a chief conservator of forests (CCF), assisted by three deputy chief conservators of forests and seven 
conservators of forests (CFs). The forest divisions are headed by divisional forest officers who work under the overall 

- supervision of the CFs. The structure of FD relies extensively on the CCF for control, direction, and guidance. As at 
June 1998. there were 11,481 approved posts in the FD. of which over 4.000 were externally funded. Only 
approximately 4 percent of staff were assistant conservators of forests or above, and over 60 percent were forest guards. 
Significantly. only 150 staff were in the professional cadre (permanent staff, paid from the Revenue Budget). 



implementing agency for the Project. A senior civil engineer will be assigned from LGED staff 
as the Project director for rural infrastructure, with a small team of officials and support staff to 
assist. In addition, the executive engineer (covering the five Project districts) and the thana 
engineers in the 17 Project thanas will be actively involved in coordination with participating 
NGOs, the SMU, and other agencies and beneficiaries, as well as in the implementation of 
construction activities, including tendering, evaluation of bids, awarding contracts for civil 
w mitoring, report other related activities. orks, mc 
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85. PKSF will be responsible for channeling funds ana microrinancial services to 
participating NGOs under the Project. PKSF has adequate experience for this role, and is the 
institution for providing similar services for poverty reduction under the Bank-financed 
Participatory Livestock Project (para. 74). PKSF also has adequate funds from its own resources, 
and has agreed to participate in the project.' Recovery rates have been satisfactory (over 95 
percent), for microenterprise loans for petty trading and other activities. However, for SRF 
resource users/extractors, who are often away from their home base for long periods in the forest 
(seasonal activities such as fishing can last for several months), specific lending and recovery 
norms will need to be developed between PKSF and Partner Organizations. PKSF will designate, 
within one month after the Bank loan becomes effective, a full-time supervisor to be based in the 
SMU's office in Khulna, with qualifications and experience suitable to implement the 
microfinance services required under the Project. The Project will cover the salary costs of this 

- -. . - 
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G. Envrrunmental and Social Meam- -- 

vironmc ent 

89. The Project is classified as environmental category B. An initial environmental 
examination was conducted during Project preparation, and a summary initial environmental 
examination was prepared and circulated to the Board on 1 June 1998. The summary indicates 
that only a small number of proposed activities could have potentially adverse environmental 
impacts, e.g., localized impacts from construction of ecotourism facilities, but that they can be 
mitigated by known methods and technologies. The Project will ensure that the maximum annual 
allowable harvest of SRF resources remain within the following sustainable levels as estimated 
by FRMP: Sundri (43,000m3) and Gewa (53,000m3). MOEF and the Ministry of Industries will 
agree, within six months of loan effectiveness, on a four-year plan to phase out completely the 
use of Gewa by KNM. Further, KNM will be managed and operated in such a way that the use of 
any SRF resources by KNM is within these limits. Licensing for use of SRF resources will be 
limited to annual sustainable levels. Fees for the use of such resources will be set on the basis of 
economic rates, (including for KNM) and on the basis of market-determined rates for tourism. 
Plans for forestry, aquatic resources, wildlife, tourism and integrated conservation management 
will be prepared with the assistance of TAG, and will be reviewed by the Government in 
consultation with the Bank. The final plans, as agreed upon between the Government and the 
Bank, will be implemented, and advisory TA for KNM will be completed within the first year of 
thc litional important mea! !ill include (i) and use of a 

I There are approximately 18 NtiUs in the Khulna area that already borrow from PKSF to support microenterprise -% 

promotion activities on behalf of their members. and the current volume of PKSF credit (approximately $4.4 million 
equivalent) has trebled in the last three years. 



community-based participative process; (ii) introduction of a public awareness and monitoring 
process, including independent conservation monitoring by WCN; (iii) promulgation and 
enforcement of new management regulations and incentive mechanisms; and (iv) improved 

. . 

management of the SRF ecosyste emphasis on transparency and participat' 

2. Social Analysis 

fty percl 9 Fi ent of Bangladesh's 120 million people live on incomes of less than a 
dollar a day. Rursu communities are poorer than their urban counterparts. According to the 
1995196 survey by the Bangladesh Bureau of Statistics, 56.7 percent of the rural population of 
Bangladesh are below the upper poverty line.' The comparable figures for Khulna and Barisal 
divisions are 60.6 percent (higher than the national average) and 51.5 percent (marginallv lower 
than the national average), respectively. On average, 56 percent of the rural population ( 

two divisions are below the upper poverty line, or about the national average. 
if these 

91. Through participatory rural appraisals conducted during the preparation of the 
Project, issues related to specific groups of resource users and extractors from the SRF were 
identified. Resource users were categorized as either owners of capital, boats, and gear, (traders 
and intermediaries based in urban trading centers or petty village-based moneylenders) or 
nonowners (those who work in the SRF for a living in all types of resource extraction activity 
and who borrow from moneylenders to support their work). Production relationships are' 
dominated by indebtedness and near bondage. Access to markets for most SRF produce is 
mediated through traders, including direct creditors and owners of vessels and gear, or others 
who may be financing significant parts of the industry or the trade. Those who provide the labor 
for resource extraction, and who live in the impact zone, can be classified as poverty groups. 
Those who control the financing and the trade may be found well outside the SRF area, as far 
away as Chittagong and Dhaka. A second categorization is on the basis of the types of resources 
that are collected and used, and includes honey collectors, wood cutterslGolpatta collectors, 
fisherfolk, crab and shell collectors, and shrimp fry collectors consisting mainly of women and 
children. The different groups of resource extractors and users each have problems specific to 
their trades, but also some common problems: the unsustainability of their current activities, lack 
of access to productive resources on fair terms, and continuing poverty and inequity. Appendix 2 
provides further details. 

92. From participatory I I I G G U I I ~ ~  zuld workshops, the issues faced by the different 
groups were analyzed. The Project addresses each of these issues (paras. 54, 105), and will make 
a positive contribution to socioeconomic development. None of the activities proposed are 
expected to result in disruptive social impacts. Baseline socioeconomic surveys of the 17 impact 
zone thanas will be carried out and followed by community meetings by NGO staff to explain 
the Project approach and objectives, group formation (including women's groups), and informal 
resource userlextractor groups. In addition, formation of local community organizations (LCOs), 
such as women's groups and village development groups, will also be undertaken by NGOs. 
NGO and the SMU will ensure development of microenterprise activities, and PKSF will 
provide credit to group members (including both resource userlextractor groups and LCOs), 
along with parallel savings activities. The SMU will enter into formal agreements with the 

I The Bureau defines the upper poverty line as the calorie equivalent of expenditure of Tk6.300 per annum. 

-- 



resource userlextractor groups, using the model agreements developed under the Forestry Sector 
Project as guidelines. LCOs will be registered under appropriate legislation, to enable them to ,n, 
receive funds, and carry out works agreed upon by LGED and the communities, for village 
infrastructure development and maintenance. Training will be provided for resource 
userlextractor groups and community groups in areas such as SRF protection, including 
sustainable resource management (e.g., conditions for licensing, levels of extraction, permissible 
equipment), self-regulation, management of activities, alternative livelihood development, and 
community participation. The training will be by the SMU, TAG, and NGOs. PKSF and NGOs 
will offer training in microcredit management and microenterprise development. Environmental 
awareness education among the communities will be provided by NGOs working closely with 
SMU. Monitoring of group development, microcredit management, microenterprise 
development, poverty reduction, gender and development, levels of social development, resource 
extraction norms and social enforcement, will be done by the agencies involved in the Project 
and local research institutions. The SAC will provide a venue and a voice for a wide range of 
stakeholder interests in SRF management and biodiversity conservation. 

93. Role of Women. Throughout Bangladesh, coping with poverty is a responsibility 
that rests disproportionately on women. In the impact zone, a 1995 Multidisciplinary Action 
Research Center survey showed that 37 percent of women in Bangladesh are illiterate compared 
with 24 percent of men. Women are responsible for most of the postharvest work that takes 
place in the homestead; they process resources taken from the SRF, keep livestock and poultry, ' 

and manage a range of vegetable and fruit-growing enterprises. Many work as part-time or 
seasonal laborers in the homesteads of others, and an increasing number are involved in the 
collection of shrimp fry. The economic contribution of women is largely unrecorded, but it is 
substantial. However, the rising incidence of landlessness has exposed women to serious n, 

economic pressures; consequently, women are moving out of the confines of the household in 
search of jobs, and many put their children to work. In Satkhira alone, 60,000 women are 
employed in shrimp processing plants. 

94. Gender issues in the impact zone arise from a division of labor in which women 
are wholly responsible for raising families, but have only a limited role in the monetary 
economy. Women are also largely responsible for processing of the goods that are extracted from 
the SRF by the men, drying, storing of wood, Golpatta, weaving of mats, etc. While these 
activities are labor intensive, they do not generate sufficient income. Women and girl children 
traditionally did not enter the SRF for work, but since the emergence of the shrimp industry, they 
have also joined the men, a shift that has had a disruptive effect on the education of girls. 
Women also suffer from all the disadvantages resulting from lack of access to safe drinking 
water, sanitation, and health services; thus, they are more vulnerable to disease, malnourishment, 
and exhaustion from labor-intensive work. Part C of the Project is designed particularly to 
address those needs prioritized by the women's groups that participated in the Project design. It 
is estimated that about 50 percent of the beneficikes of microcredit will be women. Experience 
from other microcredit programs suggests that women will have considerable control over 
earnings from productive microenterprises. In addition, women are expected to participate in the 
village groups that will be set up during Project implementation. NGOs are expected to recruit a 
large number of women for Project-related activities. 



C. 

H. Policy Issues 

95. the sustainable management of the SRF. First, cutting back commercial exploitation to a 
level compatible with the biological needs of the ecosystem is a major challenge. It will require 
deferring consumption by reducing harvests to allow regeneration of the ecosystem and enable 
higher sustainable yields in the future. Second, discussions relating to the institutional changes 
proposed to reform the organizational structure of the FD and the management ethos, will be 
continued. The Project includes specific institutional structures (e. g., the SAC and the SSC) that 
will bring all stakeholders together to discuss how to resolve such issues. The TAG will draw on 
specialist consultants to facilitate cooperation and information flows between the stakeholders, 
and to build general support for conservation of the Sundarbans through public education 
campaigns. Third, the welfare and socioeconomic development possibilities for poor traditional 
users-the people living in the impact zone-need to be adequately addressed. The Project 
follows a strategy that will require a close partnership between local SRF-dependent 
communities and SRF resource users/extractors; NGOs to assist them in organization, 
representation, and socioeconomic development; and the SMU. Finally, the Project includes 
measures to reduce pollution caused by KNM through effluent treatment, and includes 
commitments from the Government for reduction in extraction of Gewa. 

I. Advisory Technical Assistance 
.r 

96. Advisory TA will be provided by the Bank to address the issues related to phasing 
out KNM's harvesting of Gewa from the SRF as its source of pulp for paper manufacture. The 
objective of the TA is to assist the Government in assessing the future options for KNM. 
Following on from the work recently undertaken by Bank-financed consultants (para. 19), the 
TA will analyze the financial and economic viability of KNM without subsidies and other forms 
of protection, organizatiodmanagement structure, commercialization and privatization options, 
environmental management, and social mitigation measures in the event of significant 
downsizing or closure. The total cost of the TA is estimated at $720,000 equivalent, comprising 
foreign exchange costs of $468,000 and a local currency cost of $252,000 equivalent. The Bank 
will financed $570,000, including the entire foreign exchange cost and $102,000 equivalent of 
local currency cost on a grant basis from the Bank-funded TA program. The cost estimate 
includes seminars and workshops and meetings with officials of KNM, other relevant 
Government institutions, and the private sector on various aspects of the recommended strategy 
arising from the TA. The Government will finance the balance of $150,000 equivalent in the 
form of remuneration of counterpart staff, office accommodation, translation, and other 
administrative costs (Appendix 9). The consultants will be engaged in accordance with the 
Bank's Guidelines on the Use of  consul^ 



V* PROJECT JUSTIFICATION 

.A. Financial and Economic Analyses 
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zone. Further natural resource and biodiversity losses, if they cannot be prevented, will have 
adverse local, regional, and global ramifications (Appendix 10). To succeed will require (i) 
reducing the current levels of use--especially stopping illegal extraction of forest products-and 
in ~g modem fisheries management; (ii) improving economic policies and the institutional 
fr k by removing distorting price signals, introducing participatory management, and 
i n ~ ~ l v ~ l ~ ~ g  public awareness to build support for preventing further loss of biodiversity; and (iii) 
reducing poverty in the impact zone where most users live. Recognizing that pressure on the 
resources of the SRF is directly linked to the socioeconomic situation in the surrounding 
communities, the Project will address poverty reduction through socioeconomic interventions, 
including improved organization and representation of the interests of SRF users, expanded 
access to credit for microenterprise development, and an expanded role for NGOs in support of 
these activities. 

1. Financial Analysis 
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98. The Project will provide alternative income-earning opportunities for 
approximately 170,000 households in the impact zone. This will include microenterprise 
de ent such as integrated poultry production systems (as proven successful for poverty 
re elsewhere by leading NGOs), social forestry, apiculture, charcoal making on a pilot m, 
bhAa, =,,J support for sustainable resource extraction activities, such as fishing and firewood 
gathering. Approximately 50 percent of the direct beneficiaries in the impact zone will be 
women; experience from other microcredit programs suggests that women have considerable 
control over the earnings from their production enterprises, leading to higher household 
ex ocial priorities, such as food and education for children. For the Government, 
cu venues (approximately $4.4 million) can be expected to double in real terms 
OVGI a L J - ~ G Z X I  pried if illegal offtake is eliminated and economic rates are levied for permits or 
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94. I a e  incremental lncomes from nine selected mcroenterpnses (Appendix 10) are 
in the range Tk48 (fish selling) to Tk356 per day (social forestry), expressed in terms of 
incremental retums per day worked.' All offer daily returns that are higher than the average 
agricultural daily wages in the area (Tk30lday). Of these activities, an important one will be 
poultry key rearers, the typical entry-level activity of the integrated production system that is 
practiced by leading rural development NGOs. While incremental incomes and returns to 
additional labor are relatively small, this needs to be considered within the context of the third of 
the impact population whose annual incomes are less than TW.150 ($1 13). 

I Potential microenterprises include. for example: poultry key rearer (the main activity of eight integrated activities as px 
promoted by leading rural development NGOs). social forestry, net puller, fish seller. fish processor, local tourist boat, 
private forest nursery. firewood gathering. honey cultivation. cottage industries, and horticulture. 



2. Economic Analysis 

100. The economic analysis includes the opportunity cost of reducing timber harvests 
through protection and better management. These short-term revenue losses are offset by long- 
term sustainable harvest revenues under a rationalized cutting regime. Logging reductions will 
enable the forest to recover, over time, from previous destruction. Forest preservation ensures the 
continued provision of nonwood goods and services, including (i) valuable commercial and 
subsistence-level fisheries, (ii) apiculture and other forest products, (iii) storm protection and 
flood control, (iv) carbon sequestration, (v) habitat for endangered species, and (vi) ecotourism. 
The Prc benefits by promoting microenterprises in the 
impact 2 
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101. The most recent forest inventories indicate that the SRF has lost at least 0.5 
percent annually of the growing stock of Sundri (a total of 7 percent between 1983 and 1996). 
The situation for Gewa, one of the most important tree species, is much more critical: Gewa 
growing stocks declined by 58 percent between 1983 and 1996, an average annual decline of 4.5 
percent, indicating a much faster annual rate of depletion than in the period 1959-1996 (para. 7).' 
Without intervention, Gewa will be totally depleted within 13 years. The Project aims to reduce 
official harvests in production forests to sustainable levels and to eliminate illegal harvests 
within four years. A small portion of net carbon sequestered by intervention is included as a 
national benefit of the Project. The analysis assumes that ~rotection of the forest provides 
proportional protection of othe d resou e the healthy function of the 
mangrove ecosystem, includinl ies, othc rest products, and endangered 
species. Loss of forest cover also makes a wider area vu~nera~le to storm damage. The storm 
protection now provided by the SRF is valued at its replz ., the annual investment 
necessary to replant denuded areas. The economic anal ies the direct economic 
benefits of the microenterprises, social forestry, and susta extraction activities that 
will be supported under the Project, net of the costs ol capacity building, and 
social infrastructure improvement investments. Thesc significantly increase 
household incomes and reduce the level of poverty in the impacr zone for the 170,000 target 
households. Finally, incremental benefits arising from ecotourism have been restricted to only 20 
percent of the level estimated in the project preparatory TA Final Report, due to the reduced 
scope of this component. 
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102. The base case economic internal rate of return (EIRR) for the Project is 13.9 
percent. The EIRR is most sensitive to cost overruns, but also to the assumed linkage between 
forest protection and the provision of nonwood benefits. Many environmental benefits of the 
Project are difficult to quantify and value, and therefore were not included in the analysis; this 
biases the EIRR downward. A 25 percent increase in Project benefits yields an EIRR of 20.4 
percent. The EIRR is not very sensitive to im~lementation delays. 

Lesource Management Plan for theSRF. Draft Final Report, January 1998. 



B. Environment 
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103. The SRF is arguably Bangladesh's most imp01 ,logical resource. The 
Project will focus on conservation and natural resource management rn the SRF, the country's 
largest tract of reserved forest. The goal of the Project is to protect the integrity of the SRF's 
environment and biodiversity. The current depletion of its natural capital (wood products, 
fisheries, nonwood products, and wildlife) is being caused by (i) lack of administrative 
commitment, lack of technical skills, and inadequate budgetary resources to effectively conserve 
the SRF's important biodiversity; (ii) underinvestment in resource management; and (iii) 
increasing pressure by both traditional and commercial users from surround zs who 
themselves are under increasing pressure from vested interest groups, primarily tl ociated 
with the lucrative shrim~. fish. and timber industries. The Project will involve all stakeholder 
fT ~troduce nonitoring, support socioeconomic development and 
all : micro pact zone, promote environmental awareness and 
encourage reorientat~on oi the FD so tnar each of these concerns can be effectively addressed. 
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10 cial progress in the impact zone is both participatory 
an ti1 bt needed, but rather an approach that can be process 
onented and further developed dunng the Project. A fourfold approach will be followed: (i) ' 
collection and analysis of baseline data on socioeconomic conditions of communities and 
households living in the impact zone; (ii) mobilizing and organizing the resource users into 
viable producer organizations that will provide them with a collective and legally recognized 

n voice in planning and decision making regarding SRF management and their own activities 
inside the SRF, (iii) accessing alternative sources of finance for microcredit programs to be taken 
up with resource pecially women in SRF-dependent communities; and (iv) 
facilitating, throug ~ o u p s  and community-based rnicrocredit groups, identification 
of the SRF-depenclcr~~ r;o~nr~~un~ues and their priorities in terms of access to social services and 
infrastruct tely 170,000 households and SRF resource users will be mobilized in 
17 thanas in the Project. Microfinance services will be provided by PKSF to 
support microenterprlse development through NGO and LC0 programs. Social infrastructure 
will also be improved (e.g., sanitation facilities, clean water supplies, rural roads, schools), as 
well as nonformal education and adult literacy programs. 
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105. ;ed Project is designed to achieve a reduction in the consumption of 
SRF resou tster regeneration of the ecosystem. Overharvesting by commercial and 
subsistence users, anu 111ega1 operations, must be controlled to enable the SRFs biodiversity to be 
conserved for future generations. It is necessary to ensure that KNM will comply with the limits 
set on annual harvests of Gewa. The Project will reduce these risks through a combination of 
market-based incentives (resource use permits set at economic rates), independent conservation 
monitoring (by IUCN), greater environmental awareness locally and in society generally, strict 
annual limits on harvesting of key species (e.g. Gewa and Sundri), and the long term oversight 

A 

by the SSC at the national level. The TAG will provide expertise to support these changes. The - 
second main risk arises from the existing institutional setup: the FD may not readily come 



forward to share property rights with other stakeholders (including NGOs), and its established 
working style and staff attitudes may not support the participatory design approach. 'The 
delegation of responsibilities to the local level, the roles intended for the SSC, SAC, and SMU, 
and the training and fellowships programs to build conservation awareness and professionalism 
are critical for coordinated management of the SRF and will significantly reduce this risk. 

106. Indirect risks a] rn changing hydrologic mes and water based 
pollution, the effects of which :n difficult to judge. W emerging international 
agreements on water sharing in LIIC umlges Basin could prove U G I ~ G I I G ~ ~ ~ ,  continued poldering, 
embankments, and interventions that alter the natural flow of the fresh and tidal waters (even 
well beyond the boundaries of the SRF itself) could inadvertently damage the ecosystem. 
Regular water quality and environmental monitoring under the Project and upstream effluent 
treatment at KNM will k tion risk gate wat 
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107. Risks from contamination from industrial sources or oil spills due to marine 
shipping in the nearby rivers will be addressed through the proposed Ports Efficiency and Access 

. Improvement Project, in the Bank's pipeline for Bangladesh. Offshore, and possible inshore 
(including within the SRF itself) exploration for oil and gas will need to be carefully regulated 
and scrutinized for environmental impact. There is a risk that the presently weak capabilities for 
environmental oversight of development and industrial projects in Bangladesh could expose the 
SRF to risks of this type. Monitoring of the SRF in the way proposed under the Project, greater 
public awareness and building a long-term conservation perspective through the SSC, supported 
by the Project, will mitigate these risks. 

A. Conditions for Loan Effective1 

108. Prior to loan effectiveness, the following will be completed: 

(i) The SMU will be staffed and will start functioning in Khulna. 
'ii) The SSC, properly broad based ar entationa m a .  47, will be 

established and will hold its first met 
ii) The GEF will endorse its portion I lancing 
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(i) The restructuring and redeployment plan tor the P1) as agreed between the Banh alu 

Government will be implemented by 31 March 1999. 
(ii) The Government will take all necessary steps to introduce the amendments as agreed 

upon with the Bank to the Forest Act (1927) in Parliament within six months of loan 
effectiveness. 



(iii) Starting from loan effectiveness the maximum annual allowable harvest of SRF resources 
be within the following sustainable levels as estimated by FRMP: Sundri 43,000 mJ, 
va 53,000 m."hese levels will be verified, and if necessary, will be adjusted by the 

? 

-3. For all other natural resources, including forest products, nonforest products and 
aquatic resources, the sustainable annual extraction levels will be determined by the 
TAG. 

(ivl The Government will ensure that KNM is managed and operated in such a way that the 
esources by KNM is within the sustainable limits specified in (iii) above. 
he Ministry of Industries will agree, within six months of loan effectiveness, 

-.. +-year plan to phase out completely the use of Gewa by KNM. 
(vi) The plans for forestry, aquatic resources, wildlife, tourism and integrated conservation 

management to be prepared with the assistance of TAG will be reviewed by the 
Government in consultation with the Bank. The final plans, as agreed between the . 
Government and the Bank, will be implemented by the Government. 

(vii) The licensing for use of SRF resources will be limited to the annual sustainable levels 
referred to above. The fees for the use of such resources will be set on the basis of market 

nnined rates, including for KNM and for tourism. 
technical assistance for KNM will be completed within the first year of the Project. 
NGOs for Part C of the Project will be selected according to the procedures and 

criteria agreed upon with the Bank under the Forestry Sector Project. Ho\ 
NGOs utilizing microfinance for income-generation activities, PKSF will 
partner organizations according to its established criteria for microfinance. 

(x) Independent conservation monitoring under Part E will be conducted by ll 
L 

(xi) In order to ensure accurate verification and inspection of SRF resource 
designed in the Project, a recognized international inspection and certi ag~r lby  

will be employed by the SMU to design a verification and inspection system. 
(xii) The FD will ensure that the SMU is delegated responsibility and authority to n 

manage Project personnel and Project funds as well as administration, 
implementation, monitoring, recruitment of consultants, and contract negotiations 
to implement the Project, as agreed upon with the Bank (para. 68). 
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VII. RECOMMENDATION 

110. I am satisfied that the proposed loan would comply with the Articles of 
Agreement of the Bank and recommend that the Bc rove: (i) the loan in various currencies 
equivalent to Special Drawing Rights 26.981 millic : People's Republic of Bangladesh for 
the Sundarbans Biodiversity Conservation Project, WIUI a service charge at the rate of 1 percent 
per annum and with an amortization period of 40 years, including a grace period of 10 years, and 
other such terms and conditions as are substantially in accordance with those set forth in the draft 
Loan Agreement presented to the Board; and (ii) the administration of technical assistance to be 
financed by the GEF on a grant basis in an amount not exceeding the equivalent of $12,200,000, 
to the Government of the People's Republic of Bangladesh for the Sundarbans Biodiversity 
Conservatil :ct. 

lard app 
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October 1998 Mitsuo Sato 
President 
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PROJECT FRAMEWORK 
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r Civil society and high-level 
political commitment to SRF. 

r SRF management will be 
multisector and 
multidisciplinary. 

r Stakeholders accept the Project 
plans. 

r Nongovernrnent organizations 
(NGOs) and local community 
organizations (LCOs) participate 
in community development in 
the impact zone. 
Shrimp controls introduced to 
prevent further loss of 
agricultural land. 
KNM phases out Gewa over 4- 
year period. 

Assumptions and Risks 
Accurate scientific information 
is available and sound 
conservation management plans 
are implemented. 
Strong interest in conserving 
SRF resources, including three 
wildlife sanctuaries. Public 
environmental education and 
tourism are expanded. 
Adequate financial resources to 
sustain investments. 
NGOs and LCOs participate 
effectively with the Project in 
socioeconomic development of 
impact zone. 
LGED is appointed to 
implement social infrastn1:ture 
program and to c~ordini~i.: with 
NGOslLCOs and stakeholders. 

BPC and private operators fully 
involved in Project. 

It 
mment 
s and 

- 
Monitoring 
Mechanism 

Annual independent 
conservation monitoring by 
World Conservation Union 
(IUCN). 

r Existing baseline surveys 
from Integrated Resource 
Management Program 
(FAOIUNDP), and Forestry 
Resources Management 
Project. (World Bank) and 
studies by Technical 
Advisory Group (TAG). 
Water quality and pollution 
monitoring by Surface 
Water Modeling Center. 
Innovative research and 
socioeconomic surveys by 
Project. 
Benefit monitoring and 
evaluation (BME) system; 
Project Completion Report. 

Monitorim Mechanisms 
BME reports; review 
missions; TAG re~orts. 

BME r c p u ~ ~ a  ar iu  ICVIGW 

missions; TAG reports; 
integrated conservation 
management plans; annual 
"State of the Sunr 
Report" by IUCN 

r Government stati: 
NGO reports, and 
independent acad 
studies on 17 rhai 
impact zone. 
Socioeconomic stuaas. 
Reduced dependency on 
SRF, diversification of 
income sources. 
Local Govemmer 
Engineering Depi 
(WED) program 
reports. 
BME reports, review 
missions. 
Bangladesh Parjatan 
Corporation (BPC) reports. 

1. Design 
Summary 

1.1 Goal 

To secure the integrity 
of the environment 
and biodiversity of the 
Sundarbans Reserve 
Forest (SRF) in 
Bangladesh 

flptions 
Risks 

Performance 
Targets 

r Human-induced degradation of SRF 
reversed by 2003. Biodiversity 
losses in SRF reduced by 2001. 

r Sound management achieved by 
2002. 
Environmental awareness of SRF 
improved in society by 2005. 

r Sustainable and participatory 
community activities established by 
2003. 

r Economic and social indicators 
improved in 17 r h a ~ s  of impact 
zone by 2004. 
Effluent disposal from Khulna 
Newsprint Mills (KNM) controlled 
by 2001. 
Financial and economic 
sustainability of SRF achieved by 
2005. 

2. Purpose Performance Targets 
2.1 Effective Sundarbans Management Unit 
organization and 
management of SRF 

2.2 Ra ty, 
lmprovc , 
standards, promote 
sustainable 
development in the 
impact zone; and 
Promote ecotourism. 
and environmental 
awareness 

(SMU), Sundarbans Stewardship 
Commission (SSC), Stakeholder 
Advisory Council (SAC) all set up. 
Environmentally sound biodiversity 
conservation by 2001. Sustainable 
SRF management practices, based 
on sector plans and integrated 
conservation management plan, in 
place by 2002. 

Legally recognized organizations of 
SRF resource users that meet 
members needs and enforce agreed 
user practices. 
Improved lifeskills and creation of 
options in the impact zone. 
Improved access to social 
infrastructure and services in the 
impact zone by 2005. 
Average household income 
increased 30%; poverty reduced 
30% in the impact zone by 2004. 
Tourist numbers expanded 50% by 
2005. 
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Assumptions and Risks 

SMU works effectively with 
I 

stakeholders. 

High-level conlllml~lll~ll. ,a the 
role of the SSC and the Project. 

All user groups are effectively 
csented on SAC. 

-- 
Sufficient expertise and 
resources are available to gather 
and analyze the required data, 
and implement the sector plans 
and the integrated plan. 

SRF user charges set at 
economic levels, and are directly 
used to conserve the 
Sundarbans. I 

Appropriate measures. including 
upstream pollution controls. and 
mitigation measures re urodn. 
ports and shipping, and 
industry sources. Suitable P 
controls on shrimp-based 
aquaculture. 

Appropriate NGO selection 
process. NGOs participate in 
mobilization, training. and set 
up of LCOs. 
NGOs establish programs in the 
impact zone. Credit reaches 
target households and leads to 
increased incomes. 
LGED leads a d 
approach. 

review 

Mo~tollllp, Mechanism 

Review missions. 

3. outputs 
3.1 Effective 
organi,zation of SRF 
3.1.1 SMU 

Plans an1 

Performance Targets 

SMU set up by D ~ C ~ I I I W I  I 770. 

Fully functional for forestry, 
fisheries, wildlife conservation 

' operations by 2003. 

d review rn 

3.1.2 SSC - SSC established, on broad-baser' - Minutes of SSC me-':---. 
principles incorporating civil review missions. 
society's participation, by Marcl 
1999. Minutes of SAC meetings; 

3.1.3 SAC SAC set up by June 1999 and review 
representing views of 
in effective manner. 

3.2 Biodi a 

ports. revie 
). 

conservation and Forest management plan by 2001. 
sustainable esource 5,000 hectares (ha). enrichment 
management planting, 10.000 ha assisted natural 
3.2.1 For--'-. I regeneration. 2.000 ha Golnarta 

planting. 800 ha silvic Is; 
35 permanent samplil dl in 
SRF by 2006. 

iew 

Project reports and review 
missions. 

coordinate 

3.2.2 Aquatic 

3.2.3 W~ldllf- 

3.2.4 Intt 
Conservat~on 
Management 
Planning 

3.3 Socioeconomic 

Mangrove arboretum. 2 range 
offices, 20 temporary camps. BME reports; World 
7 jetties. 9 pontoons. training 
established. 
Fisheriesla 
manageme on 
of fisheries by 
2001. 
Wildlife management plan prepared 
(2001). especially for 3 sanctuaries. 
Integrated plan prepared and 
operationalized by 20 

Mobilization and 0rga111~uv11 df 
170,000 households and resource 
users into viable LC0s by 2005. 
$6.8 million for microcredit by 
2005 for alternative income sources 
and sustainable SRF resource use. 

Social infrastructure constructed 
comprising village water supplies. 
sanitation, schools. rural roads, etc. 
in 17 thanas. 
Improved environmental awareness 
and education about SRF in schools 
in 17 thanas, plus nonformal 
education and adult literacy 
programs. 

Heritage Site reports; 
review missions. 

SWMC monitoring reports; 
review missions. 

~ ~ ~ r n r o d  NGO c o v ~ r a p  
in 17 thanas. 
NGO and BME reports 
Review missions. 
palli Karma-Sahay ' 
Foundation report! 
microcredit. 

LGED reports, revi 
missions. 

NW 
missions 
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Assumptions and Risks 
Modem, private sector tourism 
is not dominated by public 
sector. Appropriate policy 
framework is adopted. 
Network with Asian locations is 
established. 

Tourism opportunities can be 
created. and risks can be 
mitigated. 

Public education program is 
successful. 
Innovative research and 
monitoring are used for effective 
management. 

Government implements the 
recommendations. 
Discharge levels are , 
environmentally acceptable. 

KNM. Ministry of Industries. 
and Ministry of Environment 
and Forests agree to phase out 
Gewa from SRF and use 
imported waste. 

' Financing is available for 
KNM's rejuvenation based an 
imported waste for recycling as 
a source of pulp for newsprint 
manufacture. 

Assumptions and Risks 
Consultants are competent. 
Local contractors are competent. 
Counterpart budget is available 
on a timely basis. 
Counterpart staff are available. 

Monitoring Mechanism 
Tourist numbers. receipts; 
BPC reports. 
Review missions. 

Review missions. 

Press. media coverage of 
Sundarbans. 
lUCN and TAG reports. 

Annual "State of the 
Sundarbans" reports. 
Contract for services. 
Number of fellowship 
holders. 
Consultant'sreport. 

BME; review reports. 
Water quality monitoring 
reports. 
TA report. 
Policy changes adopted, 
commercialization, and 
management changes. 

Monitoring Mechanisms 
Project implementation 
progress reports. 

Project accounts. 

Outputs 
3.4 Ecotourism and 
environmental 
awareness 

3.5 TAG. monitoring. 
and research studies 

3.6 Effluent treatment 

3.7 Advisory technical 
assistance (TA) for 
KNM 

4. Inputs 
4.1 Consultants 
4.2 Equipment and 

software 
4.3 Civil works 
4.4 Microenterpdse 

investment. 
including credit 

4.5 Training 
4.6 Marketing 
4.7 SalarieslOthers 

Performance Targets 
Modem tourism strategy and plan 
developed, and training program 
implemented. 
Public infrastructure built and 
policy framework to support private 
sector plans and development. 
NGOILCO participation in training1 
development. 
Environmental Information and 
Education Center operational in 
Khulna. 
National, local environmental 
awareness campaigns. 

TAG team established and 
supporting conservation planning. 
plan implementation, training. 
lUCN monitoring. 

Other studies contracted. 
r Fellowships program implemented. 

Inspection and certification system 
designed. 

KNM effluent treatment system 
installed and operating well. 

TA will include 
organizationlmanagement structure, 
commercialization and privatization 
options. environmental 
management, and social mitigation 
measures in the event of KNM's 
closure. 

Perfommnce Targets 
Consultants $1 1.6 million 
Equipment and 
software $6.9 million 
Civil Works $26.8 million 
~ i ~ ~ ~ ~ ~ ~ ~ ~ r i ~ ~  
Investment. 
including credit $1 1.3 million 
Training $9.4 million 
Marketing $1.4 million 

$13.6 million 

Service Charge $1.2 million 
Total $82.2 million 
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SOCY ' ' ""PSSMENT AND STRATEGY 

A. The Conten 

1. The Sundarbans Reserved Forest (SRF) is being seriously depleted through overexploitation 
by commercial interests, traditional users, and through inadequate management by the Forest Department 
(FD). Most of the resource users of the SRF are seriously disadvantaged by their poverty, lack of 
organization and information, lack of access to productive resources such as land, capital, boats and gear, as 
well as by their low levels of effective access to social services and infrastructure. They have little direct 
access to markets, and are not organized to voice their views in any manner regarding the state of the SRF or 
its management at present. While there are approximately 29 NGOs working in the Greater Khulna area, a 
review of their programs shows that there is little focus on biodiversity conservation or sustainable 
management of SRF resources. Without dialogue and effective working arrangements between the legal 
custodians of the SRF (the FD) and its users (mostly the poor around the SRF boundary), the current 
alarming trends will surely continue. It is within this context that participatory management strategies fully 
involving all stakeholders will need to be developed and implemented. 

2. The resource user and extractor population, numbering.approximately 3.5 million people 
who largely depend upon the SRF for their survival, live in a zone of about 0-20 kilometers around the 
border of the forest. The area is covered by 15 thanas located within the 0-20 kilometer range and 2 
additional thanas in Pirojpur district, a total of 17 rhanas.' For purposes of the proposed Project, this area is 
called the "impact zone," where participatory approaches for organizing the resource userlextractor groups 
into viable organizations, as well as improving their access to productive resources, social services, and 
social infrastructure will be implemented under the Project. 

2. Poverty Levels 

nt of it! illion. B ih has 2 3. With a population of approximately 120 m , langlades PU )ICILG 5 

population living on income levels of less than a dollar a day. Rural communities are poorer than their urban 
counterparts. The Government's poverty line, defined as a recommended intake of 2,122 kilocalories 
/day/person, shows that about 50 percent of rural households live below this poverty line. The Poverty 
Monitoring Survey by the Bangladesh Bureau of Statistics (BBS), 1995196, converted this calorie intake into 
expenditure on food and estimated it at Tk440 per month or Tk5.275 per annum. According to this survey 
56.7 percent of the rural population of Bangladesh is below the upper poverty line2. The comparable figures 
for Khulna and Barisal divisions are 60.6 percent (higher than the national average) and 51.5 percent 
(marginally lower than the national average), respectively. On average, 56 percent of the rural population of 
these two divisions are below the upper poverty line, or about the national average. 

4. Criteria for determining indicators of relative poverty at the subdistrict (thana) level were 
joinrly aeveloped in 1996 by the World Food Programme and the Government of Bangladesh. These criteria 
are based on the following indicators of poverty at the thana level: (i) incidence of natural disasters; (ii) 
food grain deficit; (iii) agricultural wage rate; (iv) proportion of households not owning agricultural land; 
(v) proportion of unemployed persons; (vi) proportion of widowed, separated, and divorced women; and 
(vii) proportion of literate women. Taking these criteria into account, thana level poverty has been defined 
in four categories, very high, high, moderate, and low. Of the 17 Project thanas, 5 were in the very high 
category (29 percent), 6 were high (35 percent), 3 were moderate (1 8 percent), and 3 were low (1 8 percent) 

1 The impact zone districts and thanas are given in Table 1. 
2 The upper poverty line is defined by the Bureau as the calorie equivalent of Tk6.300 per an1 
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(see Table 1). In the very high and high food insecure thanas, Dacope, Koira, Syarnnagar, Mongla, and 
Kaliganj, high food grain deficits, lack of household land ownerships, and a high proportion of unemployed 
persons, are all due to the conversion of agricultural land on a large scale for shrimp farming. 

n 

The Impact Z one 

5. Socioeconomic characteristics of the SRFdependent households include the following: (i) 
of high levels of landlessness and marginal farms; (ii) high poverty levels in terms of incomes, illiteracy, 
prevalence of child labor, and limited access to basic social services and infrastructure; (iii) high interest 
rates, lack of free access to markets, and long-term indebtedness to traditional money lenders; (iv) 
prevalence of creditors and traders who adopt monopolistic practices; (v) vulnerability of SRF-dependent 
groups to risks pertaining to unpredictable and declining resource availability, sudden loss of life on account 
of accidents and attacks by unlawful elements; (vi) low level of well-being due to limited access to basic 
social services such as safe drinking water, low access to health services, poor communications 
infrastructure, and lack of knowledge of preventive health and sanitation practices; and (vii) gender issues 
pertaining to low levels of access of women to incomes, livelihood, education and health, clean water and 
sanitation. The emergence of shrimp fry collection as a new occupation for women has introduced new 
gender issues such as violence perpetrated against women workers inside the SRF, and the increasing use of 
female child labor in shrimp fry collection. There is currently no organization of SRF resource extractors in 

. ~~ ~ - 

b rights tc lders in S nent. order 

6. 

niig and 

The ricnest nousenolas nave Incomes six times higher than those of the hard core poverty a 

groups. Agricultural land ownership is low, with 49 percent of the population being landless. Among the 
poorest households, 65 percent are landless. However, the possession of land does not guarantee security of 
livelihood or food security even in partial terms, due to conversion of agricultural land into shrimp ponds.' 
This process has been initiated by absentee landowners in collaboration with outside business interests. As a 
result, local communities have lost their coconut, mango, date palms, and other fruit trees, and cattle and -- 
buffalo numbers are also low due to lack of feed resources. 

Dema Educati ion, and Health 

7. The average household size comprises 6.3 persons, higher than the national average. The 
high adverse sex ratio (100 females:] 17 males) shows temporary male in-migration for work in the area. 
Temporary male migrants include fisherfolk, shrimp fry traders, and other SRF resource extractors. The 
dependency ratio was low with children of the age group 0 4  being fewe hildren in age gn 
The declining population growth rate appears to have resulted from a high ~ntraceptive use2. 

:r than cl 
rate of cc 

8. While school enrollment rates for both boys and girls are relatively high, a major problem is 
high dropout rates and low attendance rates. Although the literacy rate is only 36.5 percent, there are 
significant gender differentials at junior and high school levels. Boys of poor households are sent to work 
for several months of the year as helpers and apprentices in fishing and fish processing i 

collection of other nonwood forest products (NWFP). Girls work along with their mothers 
of shrimp fry for which the demand has been rising with the growth of the shrimp industry. 

as well a 
in the cc 

1s in the 
~Ilection 

9. The prevalence of severe malnutrition among children is comparable with national figures. 
However, tne level of disabilities affecting children is notably higher in the districts of Khulna, Pirojpur, and 
Barguna. The impact zone districts have very high levels of diarrhea among both children and adults. 
Immunization rates have improved but are notably low in Satkhira and Barguna districts. Effective access to 

1 Shrimp ponds require saline water for 7-8 months per year. 
2 Integrated Resource Management Plan, 1997. 
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health services at village level is impeded both by poor communications as well as poverty, and the lack of 
reserves to tide over illness and loss of incomes. Access to safe drinking water is a major problem, being 
notably lower than at the national level. More than a quarter of the population in Khulna, Bagerhat, and 
Pirojpur districts still drink water from marshes and ponds. Nineteen percent of the population of Satkhira 
and seven percent of Barguna have similar water sources. This contrasts strongly with o ~ r c e n t  of 
population using ~uch sources at the national level. Sanitation facilities are almost non ( Domestic 
fuel consists of wood from tt-- 

ons with 

IlG anr. 

the CON and NG4 

10. During the preparation of the Project detailed consultations were held with the community 
in the impact zone. A multi-level approach was taken, combining panicipatory rural appraisal and rapid rural 
appraisal techniques in 16 sample villages in Khulna, Bagherhat and Sathkira districts. A total of 174 semi- 
structured interviews were conducted with male and female stakeholders, as well as 14 focus group 
discussions. NGO members of ADAB's Khulna chapter were fully involved in fieldwork and consultations 
involved throughout the process. In July 1997, the Minister of Environment and Forest opened a major 
workshop in Khulna, which brought together over 200 representatives of stakeholders, NGOs, and the FD to 
ensure all views were expressed. In addition, the Bank engaged a staff consultant to undertake further 
fieldwork in February-March 1998, as part of the preparation of the impact zone stratem. Two davs of 
workshops were held with twenty-nine Khulna based NGOs, and rapid social assessme I 
interviews were conducted in 5 villages in the impact zone. 

C1d 

nts and i 

E. Needs Assessment 
C 

11. Through the use of participatory rural appraisals, issues related to specific groups of 
resource users and extractors from the SRF became clear. The Resource users/extractors can be categorized 
in two ways. First, there is a clear difference between the owners and non-owners of capital, boats and gear. 
Owners range from traders and middlemen based in urban trading centers, to petty village based 
moneylenders. The nonowners of resources are those who work in the SRF for a living, in every type of 
resource extraction activity. All such persons have to depend on borrowing of capital and equipment for 
their ability to work in the SRF. The issues that dominate the production relationships are those of 
indebtedness, usury, and near bondage. These factors characterize the dealings 1 D 

SRF and their creditors. They are tied to them, sometimes for generations. Their t 
SRF produce is mediated by layers of middlemen ranging from the direct creditor ana owner or me means of 
production, to other elements who may be financing significant parts of the industry and the trade. Thus, the 

'. issue of the origins of the SRF dependent population goes well beyond the immediate borders of the SRF. 
Those poverty groups who provide the labor for resource extraction and use, as well as the first and primary 
source of credit and gear to extractor workers, mainly live in these areas identified during the study. Those 
who may control the financing and the trade may be found well outside the SRF area, as far away as 
Chittagong, and Dhaka. 

=tween I 

access t< 
- -J  

the work 
> markets 
_ -  _r -L_ 

ers in thc 
; for mos 
- - - - - - - 

12. The second differentiation is on the basis of the types of resources that are collected and 
used by the target group. The problems of the different groups of resource extractors and users, while 
specific to their trades, are also common: the unsustainability of their current activities, as well as their lack 
of access to productive resources on fair terms clearly lead to the depletion of the SRF, as well as to the 
continuing poverty and inequities that characterize the lives of those who labor inside the SRF. 
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Sundarbans Stewardship Committee. The Technical Advisory Group will also assist in the implementation 
of impact zone activities, especially with regard to ensuring that biodiversit~ ,pects are 
effectively implemented. 

17. The Project strategy will be ticipatoq 
needed, but rather an approach which ran be p iented, a 
A fourfold approach will be taken: 

both par1 
rocess-01 

I and a1 me data 

r and fle: 
nd furthe 

ic condi 
L- ' 

blueprin' 
3ed durin 

(ii) E 
\ 

~g and a 
ill act a 

tions of 
~ - -  - 

1 for acti 
~g implen 

on is not 
nentation. 

:ollectior ralysis of baseli~ on socic rities and 
rlouseholds living in the impact zone. The data c o l l e a ~ ~ ~ ~  WIII vc UUIIG by NGOs UIIUGI  ont tract to 
he Sundarbans management unit (SMU), and working in close collaboration with appropriate 
ocal research institution, e.g., the University of Khulna. The data collection will be done through 

surveys which will be updated annually through representative samples, to measure indicators 
such as access to services, access to institutional finance, group formation, nor. :ducation, 
incomes and livelihoods, and overall quality of life; 

]ding trai 

commur . .. ...la- - 

formal e 

I, and del 
.chnical a 
.- . - - - - 

nobilizim ~rganizing the resource users/extractors into viable producer organizations 
vhich wi .s their collective voice in planning and decision making regarding SRF 

management ana their own activities inside the SRF. ~ver ' t ime they will develop and enforce 
collective norms of behavior for resource users/extractors, based upon both indigenous knowledge 
and technical advice and training provided by the SMU; provide access for members to 
institutional sources of finance (PKSF) for their SRF-related activities, and develop mechanisms 
for responsible borrower behavior, peer group solidarity, accountability relop dirt s 
of members to markets; provide access to members to new sources of te ~dvice an1 g 
for alternative livelihoods development (e.g., poultry, social forestry, energy saving stoves, 
apiculture, handicrafts, homestead gardening (where feasible), livestock rearing, among others); 
facilitate the access of members, to non formal education programs emphasizing literacy, 
numeracy, life skills training, as well as awareness and conscientization programs to be conducted 
by NGOs working in the area. Such resource extractorluser groups are expected to federate into 
larger organizations. Membership of such organizations will be essential in order to access permits 
to extract SRF resources. The minimum conditions to be attached to membership of such groups 
will evolve through a participatory process guided by NGOs working with the local communities, 
However, it is expected that the minimum conditions would include the following: (a) that the 
resource extractorlworker should have been working in the SRF for a period of at least two years 
prior to the start of the Project; (b) personal involvement in laboring inside the SRF, (c) a resident 
of the thanas identified as the impact zone; (d) be willing to abide by the collective behavioral 
norms developed by the Project for resource extraction activities inside the SRF; and (f) willing to 
participate in all activities undertaken by the organization 'inch ining programs, nc 1 
education among others. 

(iii) access to alternative sources of finance for microenterprise programs to be taken up with 
resource extractorslusers, and women members of SRF dependent communities. Such programs 
will be developed by NGOs working /extending their activities into the impact zone as partner 
organizations of PKSF. NGOs will need to do the following activities in the impact zone: (a) 
mobilization of community based microcredit groups; (b) training in credit management; (c) 
promotion of savings habits; (d) development of collective behavioral norms for members of 
microcredit groups; (e) delivery of credit through developing and implementing linkages with 
institutional financing sources (e.g., PKSF); (f) development of alternative economic activities 
through training programs; and (g) provision of extension services, marketing assistance and 
strategies. 
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(iv) facilitating, through the producer groups and community based microcredit groups, the 
identification by the SRF dependent communities themselves, and their priority needs in 
terms of access to social services and infrastructure. This will be done through the process of 7 
mobilization and organization, and training, all of which is aimed at capacity building and 
empowering the groups at present socially excluded, so they will be able to improve their habitat 
and give the future generation a chance to access new opportunities and improved life chances. 
The process is likely to consist of the development of community based organizations (CBOs) by 
NGOs working as catalysts, which through the process of community participation will identify 

nmunity priorities e.g. safe drinking water, communication facilities, improved schooling 
xacilities, non formal education. health services, energy saving stoves, environmental education 

Dng others. For social infrastructure such as drinking water, nonformal education, extension of 
ooling facilities, rural roads, etc., Project funds will be used to develop such infrastructure and 

services through the Local Government Engineering Department (LGED). For others it may be 
necessary to facilitate linkages with ongoing government programs, by bringing them into the 
villages in the impact zone, so as to improve the quality of life and reduce pressure on the SRF. 

18. Gender Issues will need particular attention. In addition to mobilizing women members of 
the c :ies, and organizing them into SRF resource extractor groups, as well as microcredit groups, it 
will oc: lrnpurtant for NGOs to deal specifically with gender sensitization, and empowerment of women. 
Women will need particular training aimed at capacity building for group formation, articulation of their 
views in gender specific and neutral venues such as workshops, training programs, as well as training in how 
to access modem financial services for savings and credit. They will need to be provided literacy and 

:racy and accounting skills. They will also need programs on women's health requirements and issues, 
:I1 as knowledge regarding their rights and responsibilities. Gender sensitization training programs will 

IIGW to be carried out by NGOs at different levels including the communities, staff of the SMU, LGED, and 
try among NGO s iselves. m e necessi 

n-.. 

;taff then 

J. ~r~unizat ion and Mal~a~ernent Arrangements in the Impact Zone 

19. 
kev c 

AC and 
5ement. 

11 to inte 

ject Are 

)yra* 
ikgacha* 

y, and E: 

hows the rganization and management chart, given as Appendix 4, s .ure of the 
.._, gruyuaals UIIU~I L I I ~  Project. The impact zone arrangements are an important part of the rrojtxt and the 
role of the S. SSC will be viti :grate the interests of impact zone communities in overall 
Project manag 

erations 

I 

: struct 
- h - I  - 

Very Hi! 

- 
District 
Name 

Khulna 

Number 
of VGD 

Cards 
280 

360 

210 
400 

- 

No. of 
Unions 

7 

9 

Thana Name 

Batiaghata** 

Name of NGO 

GSS, BRIDGE, Unnayan, 

1995 
Population 

15 1,000 

- 
170,000 

-- 
36,000 -- 
56,000 

Manabik Adhikar Unnayan 
Prakalpa, PPC, MEC, Saptagram 
Nan Shawnirvar Parisad, Rapantar 

lnana 
Poverty 
Level 

High 

~h 

High 
Moderate 

- 
- 

Ds 5, Nizera Kori, BRIDGE, JJS, 
rld Vision, Heed, Rapantar, 

,,EC 
Kc 
Pa : 

Pradipan, JJS, SUS, ADORE 
Nizera Kori, Uttaran, BRAC. 
Nabarun Sangsad, SUS, Kapatakha 
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. 

400 

480 
360 
480 

300 
120 

. I  80 

2 10 

Moderate 

High 
Very High 
Low 

Very High 
Very High 

Very High 

High 

242,000 

247,000 
29 1,000 
356,000 

185,000 
1 19,000 

153,000 

161,000 -- 

* = Thanas falling within 0-10 km of SRF border. 
** = Thanas falling within 10-20 km of SRF border. 
*** = Bandaria and Naserabad thanas are outside the 0-20 km zone, but are heavily dependent on the SRF. 
a World Food Programme (WFP) in Bangladesh (1996) derived poverty index 3t the thana level. This 

index of relative poverty groups the thanas as follows: 5 were very high, 6 were high, 3 were 
moderate, and 3 were low. Even in thanas with low poverty overall, there are pockets of very high 
poverty. 
Vulnerable Group Development Program, administered by WFP. 

Source: TA No. 2724-BAN: Biodiversity Conservation in the Sundarbans Reserved Forest Project Final 
Report, WFIVGovernment of Bangladesh-Vulnerable Group Development Program Relative Food Insecurity 
Indicators. 

276,000 
223,000 

73,000 
241,000 
148,000 

3,498,000 

10 

12 
12 
16 

10 
4 

6 

4 
Low 
High 

Moderate 
Low 
High 

Borguna 

Uttaran, BRAC, ~upa l i ,  
Pallichettana 
Uttaran, Sushilan 
Uttaran, Sushilan, SETU, ADORE 
GSS, Proshika (MUK), Life 
Association 
CARITAS, BRIDGE, Rapantar 
Noboloke Parisad, Agradul Club. 
RUSTIC, Deyala Uharpara Mahila 
Samity 
CARITAS, BRIDGE, World 
Vision, Rapantar 

Sathkira 

Bagerhat 

330 
300 

1 20 
300 
210 

Assasuni** 

Kaliganj** 
Syarnnagar* 
Morrelganj* 

Rampal ** 
Sarankhola* 

Mongla* 

- = no data available 

Mothbaria* 
Naserabad** 
* 
Banma** 
Borguna** 
Pathergatha* 

- 
- 

- 
- 
- 

Total Estimated Population 

1 1  
5 

4 
10 
7 

144 
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listed . . . . .  

l Greenbelt 
: (Loan No. 

unity Fores 
t (Loan No. 

To augme nt supplies of  fuelwoc d, timber, 1 

I and devel~ 

er. by invol 

Projecl Qumber 

r r o j e c w l  ecnrucar Assistance 
(TA) 

I. Forestry Sector Project 
(Loan No. 14861 

2. Coasta 
Projecl 1353) 

3. Forestry Sector Master 
Plan (TA No. 1355) 

,. ,,,,..a (Thana) 
Afforestation and Nursery 
Development Project 
(Loan No. 956) 

;try 
555) 

World Bank-Assisted 
ProjectdTAs 

6. Coastal Embankment 
Rehabilitation Project 

7. Forest Resource 
Management Project 

8. Second Forestry Project 

lvinp the lo  

-- 

's forest 

,..-A . 

Duration 

cal poor pe 

Project Objectives Country/ 

To enhance conservation o f  forests, increase wood production, and institute sustainable 
management of forest resources. 
To improve the socioeconomic condition of  the rural poor, improve the role and status o f  
women in  rural enterprises, diversify and supplement farm incomes, introduce substitution of  
locally produced coconut for imported oil, and enhance environmental quality. 

To prepare a framework for the preparatior opment of the country' 
resources. 

To identify areas for involvement of  women, nongovernment organizations (NUUS), and the 
private sector in the development and management of  forestry resources. 

To (i) amst depletion o f  the tree resources. (ii) enrich planting of  the depleted sal forest. (iii) 
bring all available suitable lands, under participatory plantations. (iv) raise community 
awareness for forestry development and create a permanent institutional capacity for 
forestry, and (v) improve land-use practices and increase production of biomass fuels and 
timber. 

fruits, foddl mple. 

To protect From cyclone damage, improve agricultural production. and improve protection 
works. 

To (i) establish and maintain a forest management system that i s  fully responsive to 
economic. environmental. and social goals of the country; (ii) improve the productivity o f  
Government-owned forest; and (iii) protect the country's environment. 
Project components included: (i) establishment of mangrove plantations, and maintenance of  
existing plantations; (ii) establishment of industrial plantations, and maintenance of  existing 
plantations; (iii) establishment of resource management systems for mangrove plantations 
and other forest resources; (iv) support o f  mangrove afforestation research; and (v) training 
of forestry'r ialnnel and improvement in forestry education and training facilities. - 

ProjecVI'A 
Amount 

$92 million 

$30.8 million 

$1.71 million 

$50.4 million 

$1 6.8 million 

$87.8 million 

$49.6 million 

$36 million 

Source 

1996-2003 

1995-2002 

1991-1992 

1989-1995 

A t  

ADBmorwegian 
Agency for 
Development 
Cooperation 
ADBlUnited 
Nations 
Development 
Programme 
(UNDP) 

ADBNNDP 

1981-1987 

1996-2002 

1992-2000 

1985-1992 

- 

ADBAJNDP 

World Bank 
(International 
Development 
Association [IDA]) 
World Bank (IDA) 

World Bank 
(1DA)NNDP 
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9. Mangrove Affor 1980- 1985 
Project 

Other Aid Agency 
ProjectdTAs t 
Project NamelNumber 

,- Assisted 

Duration 

10. Genetic Diversity and 1997198 to 
Propagation of 1999100 

12. Pilo 
AS Lesearch 
and uemonsrratinn 

1 Impact of 
. - 

13. Environmental 

14. Action Programme on 
Ecological Balance in 
the Bhawal-Madhupur 
Forest Tract I 

15. National Conservation 1 1994-1999 
Strategy Implementation 

Forest Resource of 
Sundarbans Forests 

17. Forestry Devel 
Training Centc 

lopment 
:r, Kaptai 

Forestry Program I 
19. Environmental Capacity ( 1998-2002 

Building in 
Environmental 
Assessment and Policy 
Analysis, Including 
Industrial Pollution 

Source 
World Bank (IDA) 

Australian Agency 
for International 
Development 
Food and 
Agriculture 
Organization 
(FA0)IUNDP 
Ford Foundation 

Norway 

Norway 

Norway 

Overseas 
Development 
Administration 

Swedish 
Internation; 
Developme 
I al 
I :nt 
Cooperation 
Agency 
Switzerland 

World Bank- 
executed, UNDP- 
funded 

Amount 
$7 million Afforestation of nc :w land acc ie coastal t 

A$645. 197 To develop the capability to produce and disseminate high-quality germ plasm (of known 
genetic lineage) to meet replanting needs in Bangladesh. 

Tk9.7 million 

1 agroforestry; and (vii) support the agroforestry component of other programs. 
Tkl1.50 million I To ensure that shrimp farming develops in a sustainable way with minimum harmful 

To develop capabilities to record and analyze data of village forests for f lies. 1 
$208.000 

('ll8.33 million) 

I ecological effects 
Tk57 million I Sustainable development through ecolo 

To (i) develop participatory agroforestry models in the sol forests; (ii) create facilities for 
agroforestry research; (iii) develop a mechanism for monitoring and evaluating agroforestry 
practices; (iv) create an agroforestry information base; (v) improve training in agroforestry. 
rural development, and mass mobilization; (vi) document and disseminate information on 

aimed at poverty reduction. 
ties 1 

ate inforrnr 
esources. 

Tk8O million 

es in terms 
o carry out 

Institutional strengthening, environmental awareness and biodiversity conservation. 

l productivi $590,000 (71t23.57 To upd ation on the level of stocking and 
million) forest r l- 

and projects and tl small-scale plantation and pilot projects. 

Tk147 million I To establish nurseries and extensive promotional activities to create awarenesslmobilizetree I 
I planting for income  ene era ti on and environmental improvement. 

$4-5 million I Policy and capacity-building including (i) training in environmental assessment and project . . 

review; (ii) review of the environmental impact of sectoral policies; (iii) oil, gas, and 
sector environmental guidelines; and (iv) land management support to the National Task 
Force on Land Use Policy. Industrial pollution management program. 



Project Narne/Number 

20. Global Environment 
Facility 

2 1. Integrated Resource 
Management Plan of 
the Sundarbans 
Reserved Forest 

22. Assistance to Forestry 
Sector 

23. Strengthening the 
Forestry Development 
and Training Center, 
Kaptai 

24. Inventory survey o f  
forestry resources of 
Chittagong and 
Chittagong Hil l  Tracts . 

25. Development of forestry 
resource (Management 
and Product Branch) 

26. Food assistance to 
afforestation program 

Country1 
Source 

UNDP 

UNDPIFAO 

UNDP 

UNDP 

UNDP 

UNDP 

World Food 
Programme 

Duration 

1994 

1992- 1995; 
Final Report 
1998 

1987-1990 

1982-1987 

1981-1985 

1980-1985 

1987-1 998 
- regular 
program 

. 

ProjectrrA 
Amount 
$3 million 

$2.9 million 
(7k116.5 million) 

Tk25 million 

$1.24 million 
(Tk49.72 million) 

$688,000 
(Tk27.5 million) 

$1.3 million 
(TK.5 1.92 million) 

N.A. 

Project Objectives 

A reserve and multiple-use management program for the protection, sustainable 
management, and integration of at least three priority coastal and freshwater biodiversity 
sites. 
To (i) formulate a plan for the integrated resources management and development of the 
Sundarbans Reserved Forest (SRF); (ii) plan, monitor, and evaluate the ecological changes; 
(iii) develop management practices and prescriptions for sustained maximum economic yield 
o f  timber products; (iv) improve communication system in  the SRF; and (v) strengthen 
institutional capabilities of the Forest Department for the integrated management and 
development of the SRF 
To improve sector economic analysis and investment planning and to assist rehabilitation 
and land use planning, particularly sal forest lands in Dhaka. Tangail, and Mymensingh. 
To strengthen the operational and pedagogical capabilities of the center. 

To take stock of the foresk of Kassalong, Reing Kheong. and Sita Pahar Reserve forests and 
pulpwood. 

To carry out research to increase forest productivity and to develop efficient management 
technique of the forests. 

Create forestry-based income generating opportunities in  rural areas. 
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LE OF THE GL! :NVIRONMENT FACILITY IN THE PROJECT 

1. Background and Rationale 

s threat. 
I. - ~ - ! & . ~  

1. The Project addresses a globally nt  ecosystem under seriou The 
overall goal of the Project is the sustainable conservation of the biological ci~verslry and 
ecological integrity of the Sundarbans Reserved Forest (SRF) in Bangladesh. Although clearly 
committed to the conservation of biodiversity, the main priority of the Government is the 
reduction of rural poverty and the development of alternative sources of income for the 3.5 
million people who live around the SRF. However, these goals are interrelated. because if the 
natural resource base continues to deteriorate, poverty and social conflict will increase. 

2. The Global Environment Facility (GEF) will support the Project and focus on 
biodiversity conservation in the SRF through the GEF's Biological Diversity Operational 
Program in coastal, marine and freshwater, and forest ecosystems. The GEF's role in the Project 
Was 1 by the Government and endorsed as a national priority.' It will (i) ensure the 
come ,f three existing wildlife sanctuaries that have global biodiversity significance, (ii) 
directly promote and strengthen human resources and skills and promote the utilization of local 
expertise, (iii) address the root causes of global environmental deterioration by redressing 
institutional and policy weaknesses, (iv) build capacity within the local community and 
institutions to manage sustainable resource use, (v) assist Bangladesh in fulfilling its obligations = 
under the Convention on Biological ~ i v e r s i t ~ , ~  (vi) integrate biodiversity conservation into 
forestry management, and (vii) promote the sustainability of Project benefits. 

3. The GEF will support activities that have global benefits which are incremental 
to the key objectives of the overall Project. Currently, the Forest Department (FD) has 
insufficiently trained staff and institutional weaknesses that do not allow for effective ecosystem 
management with global biodiversity objectives in mind. The GEF support will enable the 
Government to strengthen its capacity for biodiversity management. It will ensure the 
conservation of the three wildlife sanctuaries, which ark the highest priorities. The sanctuaries 
will be used as protected nature reserves where the only allowable activities are scientific 
research and ecotourism under sustainable conditions. Outside the wildlife sanctuaries but within 
the SRF, the GEF support will ensure that biodiversity considerations are incorporated in 
sustainable livelihood programs. In addition, the GEF will support full participation of all 
stakeholders in the dialogue to determine the best configuration of management that ensures 
biodiversity conservation while maximizing sustainable resource extraction. The GEF will also 
cover the costs associated with environmental education and community awareness activities 
throughout the Project area. Finally, the GEF will support a monitoring and evaluation system 
that operates at two independent levels: project specific and area specific. 

B. The GEF Components 

4. The GEF will finance, on a grant basis, technical assistance LU v ~ ;  au~~iinistered by 
the Bank. A Memorandum of Agreement between the Bank and the World Bank (acting as trustee 
for the GEF grant) has been drawn up. The GEF will contribute to five of the six Project 
components, playing an integrating role in the overall Project. The Technical Advisory Group 
(TAG), described in Part E of the Project, will be a critical vehic nplementing the GEF :le for ir 

. . -  1 The Government requested GEF support for the Project in a letter dated 7 January 1998. 
2 The Convention on Biological Diversity was ratified by the Government on 3 May 1994. 
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components, as well as for the overall Project. ADB and GEF financing is required for the TAG, 
which will be have three sub groups: (i) improved overall administration and management (ADB- ? 
funded); (ii) integrated conservation management planning (including terrestrial resources and 
aquatic resources) and plan implementation; and (iii) ecotourism and impact zone development. 
The GEF components, which cost a total of $12.2 million, are described briefly within the context 
of the overall Project below. 

Part A: 

@*-a- A l  

of the SE 

m..nr.+.. 
J. O L I G I I ~ L I I G I I I I I ~  LUG ~ ~ ~ ~ ~ ~ i u t i o n a l  L ~ ~ L I L ~  UI LIIG Forest U G V ~ L I I I G I I L  t l . 4  is 
fundamentally important to being able to address the sustainable managemel 

6. 
structt -:--.-:- Ire, to IT 

--&:I:*-. - 

a. Establish Organizational Capacity 

Sundarbans Mai nagemer it Unit 

A Sundarbans Management Unit (SMU) will,be established within the FD's new 
lake the transition to integrated natural resources management essential to the 

susralnaolllLy uf the SRF ecosystem. The SMU will bring together key support services required 
for the implementation of the Project. The. Project will provide assistance for reorganizing, 
modernizing and strengthening administrative capabilities, and upgrading the present staff to the 
category of a full-service support group. The Project will also support establishment of an 
institutionalized database linkage to the existing Resource Information Mani 

Circle, 
the 3 7 
vessel! 

tgement : 
. - 

System. 

7. Inside the SRF, field operations will be organized into a Sundarbans Wperations 
? having jurisdiction over the terrestrial forest and aquatic re in the SRF, including 
Nildlife Sanctuaries. Field operations will also be supported I /? lved communications, 
; and land transport, patrol costs and related equipment. 

8. 
divisia Ins, both 

circle wi 

:sources 
by impro 

In addition, the Sundarbans Operations I ~llowing two 
I of which will address their relevant responsibii~ues, I I IGIUUII I~  inside the 3 

ill incluc 
I:*:-" :- 

le the fc 
-I.->:-- 

~aries: 

ic Resor ivision, responsi ble for all ope] rations ( ~f aquat 

fe Sanctt 

Aquati lrces 
management. This will include development and implementation of aquatic resources 
management plans, and enforcement of aquatic and fisheries regulations based on 
sustainable resource utilization criteria, survey data and analysis undertaken by the 
Project. 

velop an . .. (ii) Wildlife Consewanon ana 1 ounsm rromotion Divisia d implement 
wildlife resources management plans, and enforce wilalire regu~atlons based on 
sustainable management criteria, survey data and analysis undertaken by the Project, and 
promote tourism. 

ii. 

.I.+ ..-A lp 

Sundart 

.-" +m.....m 

) Commi 

- - .  

ission 

Y .  vvGlalgllL IuIIE-LFillll )IVIIby ,dsues would be addressed through a Sundarbans 
Stewardship ~ommissibn (SSC). It will be chaired by the minister of environment and forests and 
will have up to 18 members who are representatives of key public and private sector institutions, 

3 A forestry circle is the largest unit of territorial administration used by the FC 
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and citizens chosen for their concern for the future of the SRF but without direct, vested interests 
in the outcome of management decision making. The SSC will be tasked with a long-term policy 

. and advocacy role in protecting the Sundarbans from adverse external impacts caused by decision 
making by the Government, companies, or other influences that could affect the integrity of the 
ecosystem. The SSC is expected to be able to communicate with the Parliament and the National 
Environment Council in policy matters requiring high-level attention. A small secretariat, 
provided by MOEF, will prepare studies and policy briefs for SSC consideration and endorsement 
by Government. The SSC will receive regular reports from the World Conservation Union 
(IUCN), which is expected to undertake independent conservation monitoring; IUCN will also 
prepare the annual "State of the Sundarbans" report, which will address the environmental status 
of the SRF. The SSC will be established by Government decree. 

iii. Stakeholder Advisory Council 

10. The Project will institutionalize the present informal dialogue with the many 
stakeholders who have a genuine interest in the SRF. The Project will assist local NGOs to 
organize local users groups to represent various stakeholders such as wood cutters, fisherfolk, 
shrimp fry collectors, honey collectors, tour operators, women's groups, etc, and to offer 
socioeconomic development opportunities, including provision of microcredit. Representatives of 
the various local user groups will form a Stakeholders Advisory Council (SAC) that will work 
with the SMU. Membership of the SAC will remain flexible to allow representatives of user 
groups to join as they become organized. The Liaison, Extension and Education Division of the 

a 

SMU will be the link through which the SAC will communicate with the SMU. In order to 
effectively project the views of the SAC, a representative of the SAC will also be a member of 
the SSC. 

b. Upgrade Infrastructure 

11. A Project office will be provided, including a laboratory and related facilities, 
and the FD's dockyard in Khulna will be upgraded for vessel maintenance. Rehabilitation of 
other related FD infrastructure in Khulna will be also be undertaken. 

12. 
in Part . .. 3F comp onent will comprise the costs of thc ng activities included 

Capacity Building. Support for training of Project staff in the new functional units in 
setting royalties, policy development, sanctuary interpretation services, and revenue 
collection systems ($0.32 million); 

(ii) Operations. Increased patrols, vessels and operating costs UI rrujzct vessels needed to 
ensure biodiversity conservation in the 3 Wildlife Sanctuaries ($0.77 million); 

u1 LIlCll 

Stakeh 

(iii) Sundarbans Stewardship Commission. Honoraria for SSC members in the performing 
,C *LA- duties ($0.19 million); 

ee. SAC meetings and workshops ($0.17 million); and 

The SAC may include memDers rrom groups representing asnenoln, wooocutters, honey co~~ectors, 
tourist operators, FD staff. timber merchants, shrimp aquaculturalists/other farmers, local residents, 
and women's groups. 
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Indeper 
indepenc dent con: 

- 

~nservat 
iervation 

ion MOI 
monitori 

litoring. Meetings and worksho~s in suv~ort of the 
ing system ($0.1 million). q 

13. ?'he total cost of the CiEP contribution to Part A of the overall I'ro~ect IS 31.55 
million. Significant inputs to the implementation of Part A will also be made through the TAG 
inputs, including operational and technical planning advice, on-the-job training and supporting 
analysis. The GEF will finance part of the costs of the TAG, as set out under Pan E. 

Biodive rsity Conservation and Sustainable Resol urce Mai nagemer 

14. To undertake effective operations to manage the forest, aquatic and wildlife 
resources of the SRF, the FD will be adequately equipped and assisted by the Project to 
implement planned, scientific biodiversity conservation. The work of the TAG will assist 

. .. ~ 

o~eratic to ~ r e ~ a r e  and use sustain ~urces. 

Recent F 
. . .L 

%rest Resources 

rest inve 
A- 

able targ, ets for al' 

b. Aquatic Resources 

d aquati 
and catcl 

:ning the 
--I:-- -- 

vill be re 
- L---1:- 

I ;RMP fo~ ntories v :viewed, ~ r k  
WIII update this w o r ~  wrrere necessary ru develop a uasenr~e for deriving sustainable rargers for 
off-take of timber and non-timber forest resources, and for future planning. Curbs on illegal 
harvests and enforcement of regulations will be implemented and supported by expanded FD 
operational facilities, training, and supervision to ensure that forest harvests fall within 
sustainable limits, and that conservation practices are followed. A total of about 17,000 ha will be 
covered by enrichment plantings and assisted in actual regeneration of key forest species, as well 
as silviculture trials and sampling plots. Patrols and improved monitoring operations will be 
supported in accordance with management plans. 

-\ 

:rces ma 
hods. 

and add, itional PI 

A V. Strengthe I capacity of the FD to effectivel) : the SRF's aquatic 
resources will require baseline assessments of selected stocks, analysis of existing exploitation 
levels, and better understanding of the habitats of endangered species. From these assessments 
comprehensive fisheries management plans will be developed, including the development of 
sustainable use criteria. Regular patrols will be undertaken to ensure that the plans are 
implemented and that SRF fisherfolk are fully aware of modem fisheries management and 
conservation principles. Regulations, enforcement methods and ways of working in co-operation 
with resource users will be introduced. The Project will provide training for FD staff in all aspects 
of fisheries an1 IC resou magement, including conservation awareness, and 
appropriate gear hing met1 

c. Wildlife Resources 

17. As there is little current understanding of wildlife populations including how to 
protect their habitats (e.g., of endangered species such as marine turtles and estuarine crocodiles), 
how best to conserve existing stocks or how to re-introduce recently extirpated species, wildlife 
management represents a significant challenge for the Government. Although protection of all 
wildlife is nominally undertaken by the FD throughout the SRF, and especially in the three 
existing Wildlife Sanctuaries, poaching is common. The Project will develop an approach which c 

integrates the needs of all four zones of the Project area (the production zone, the sanctuary zone, 
the impact zone and in the offshore marine zone). The World Bank-financed Forest Resources m 



Appendix 4, page 5 

Management Plan (FRMP) has prepared a conservation plan for the Wildlife sanctuaries? and the 
Project will review this plan to further develop specific inter~entions.~ The role of tourism is 
closely linked to wildlife conservation. and therefore needs to be carefully considered and 
integrated into overall conservation management plans. 

d. Integrated Conservation Management Planning 

18. Based on the forestry, aquatic resources, \ an integrated 
conservation management plan will be developed, includ :me for SRF, 
and rigorously implemented. Part of this will include staff liaisolr wlur LIIC 111alragernent of the 
Sundarbans in West Bengal (India) to coordinate conservation efforts. 

wildlife a 
ing an o 

19. The GEF component will comprise the following: 

nd tourrs 
verall zo~ - --.:.L .L 

m plans, 
ning scht 
.- 

(0 ;t Resources. (a) provision of a mangrove arboretum ($0 on); and (ii) 
,..,,.Auction of sustainable biodiversity principles into the FD's opera~lons for sanitation 
harvesting of ,- - ees that are affec 3p-dying disease ($0.12 mil rota1 
$0.15 million; 

lion). : 

(ii) Fisheries. (a) TAG advice and training in sustainable fisheries management, including 
monitoring and surveillance, fishlcrab stock assessment, finfish research, postharvest 
techniques, and fisheries management planning ($0.42 million); (b) costs of field 
laboratory, field office and operations eql ($0.21 rn otal $0.63 million; uipment I illion). T8 

(iii) Wildlife. (a) wildlife drinking ponds in the Wildlife Sanccuanes ($0.01 million); (b) 
regional study on tiger research issues ($0.02 million); (c) TAG advice and training to 
devise ways of working with private sectorAocal villages in impact zone to supply 
materials to restock crocodiles and turtles ($0.02 million); (d) TAG advice and training in 
wildlife inventory methods, wildlife policy and management ($0.06 million); (e) wildlife 
equipment ($0.22); ( f )  operations and field office ($0.21 million). Total $0.54 million. 

(iii) Participatory Stakeholder Review of Management Plans and their Government 
Adoption. The draft management plans include zoning, protected area management, 
infrastructure development, and community participation activities. These plans need to 
be professionally reviewed by the project team to ensure that activities are 
complementary and in line with the overall philosophy of the entire project. The plans 
will be discussed with local and national stakeholders through a series of participatory 
meetings and workshops. This consultation process will ensure meaningful, direct 
participation by local stakeholders in the definition of activities, and will increase their 
ownership of the Project. The Forest Department, which is the agency in charge of the 
management of the entire SRF. will aDprove these plans after the consultative process 
($0.41 million). 

&". The total cost of the GEF component to support Part B ot the Project is $1.72 
million. The inputs and active involvement of the TAG will be essential fo ~enting Part B 
of the Project. Developing the approach and implementing managem s for forests, 

r implem 
ent plan, 

5 The Conservation Management Plan of the Wildlife Sanctuaries of the Sundabans Reserved 

6 
Forest, Final Report, August 1997. 
One of the changes required will be the establishment of a transition zone, or corridor, between the 
South and East sanctuaries (compartments 7,8, and 45) to provide protection of wildlife and 
wildlife habitat, while allowing non-extractive human use. 
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fisherieslaquatic resources, and wildlife throughout the SRF, and especially ensuring biodiversity 
aspects are given adequate attention in the Wildlife Sanctuaries, will require significant 
consulting and practical research inputs. These inputs are described in Pan E. 

7 

3. Part C: Socioeconomic Develop: the Impr 

A.. 

work t 
particil 

-A 

----r- - - 
have p 
handic~ 
selectec 

~ c t  Zone 

. . 3 1 The Project will follow a two-pronged approach In the impact zone. First, it will 
hrough NGOs to organize resource users1extractors into viable groups that will then (i) 
pate in SRF-related planning and implementation of activities; (ii) regulate their own 

extraction practices (according to agreed norms set up in consultation with the. SMU) and stop 
unsustainable practices; and (iii) gain access to new sources of microfinance services from the 
Palli Karma-Sahayak Foundation (PKDSF), as well as improved access to markets. Second, the 
Project will support livelihood development activities through community-based groups. 
Resource user groups will also enjoy improved access to social services and rural infrastructure 
through community-based planning and implementation, supported by the Project with the 
assistance of LGED. The TAG'S expertise will also assist to implement the Project's impact zone 
strategy. The Project will improve social conditions and reduce poverty of approximately 170,000 
households by providing, for example, clean drinking water facilities, sanitation, rural roads, and 
imnmved access to formal and informal education. Alternative income-earning activities that 

lroved to be effective in reducing poverty in Bangladesh, e.g., apiculture, poultry, and 
rafts, will be encouraged to reduce dependency on the SRF. The SMU, working through 
d NGOs, will promote the social forestry activities in the impact zone. 

rural dc 
and inc 
sustain, 

~velopmt 
:ome amc . . 

22. The GEF component will include support NGOs assisting SRF users. Currently, 
only about 15 Dercent of villages in the impact zone are covered by NGO operations to promote 

:nt and, although there is a high level of dependency on the SRF for subsistence m. 
ong households of the impact zone, it is rare to find programs which address the 

able use of SRF resources. The GEF will finance the costs of mainstreaming biodiversity 
issues in the programs of the NGOs selected for participation in the Project (! Ilion). S0.16 mil 

4. Part D: Ecotourism and Environmental Awareness 

ecotoul 
stakehc 
tourisrr 

The Project will provide local communities with training and material support to 
; ~llca~nrlgfully involved in Sundarbans tourism, both as economic beneficiaries and 
ism managers. Assistance will be provided to the FD, in close consultation with all 
)Iders, to prepare and implement a tourism management plan that carefully regulates SRF 
I in a phased manner, using the results of environmental monitoring and evaluation. With 

the assistance of the TAG, the Project will organize a local tourism partnership, involving the FD, 
the Bangladesh Parjatan Corporation, and private operators to assist in plan preparation and 
implementation, prepare tourism promotional strategies, and train staff. Public environmental 
awareness activities will include support for a public information and education center, which 
may be leased on a cost-sharing basis with a suitable organization in Khulna, mangrove 
interpretation sites, and media campaigns. The Project will also construct and upgrade basic 
public infrastructure, e.g., jetties, wildlife observation towers, information boards, facilities for 
waste disposal in carefully selected locations, and related services. The Project will also establish 
an Internet website for exchanging information on the Sundarbans, including news on ecotourism 
nnnnrtunities. The TAG will also provide advice on an appropriate tourist fees structure. 
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24. The GEF component will comprise the following: 

(i) Environmental Information and Education Center, Khulna. The center will provide 
nmental information and a focal point for tourists to learn about the SRF. It will be 
shed on a cost-sharing basis with a local organization, and be managed by an NGO 
ther appropriate organization on a contract basis ($0.24); 

(ii) SUPPO 
mostly 
- 0 - e .  

trting Infrastructure. The following basic public infrastructure will I led, 
inside the Wildlife Sanctuaries: observation towers and protect ing, 

I I I ~ I E ~ O V ~  interpretation centers, jetties, barrackc fnr the East Sanctuary, boundary 
demarcation, jetties ($0.41); 

be provic 
:ive nett' 

(iii) Capacity Building. (i) training anu worn arcachments will fxus  UII rlla~nc~ing, 
interpretive planning and tourism product planning; (ii) visit to SRF by international 
conservation dignitaries. tourism planning, research studies and tourism group 
operations; (iii) local level training. es~ecially for local eroups and oDerators in the SRF 
($0.83 million); 

progra 
wider c 

>mote en 
ety suppc 

(iv) LocaVNational Media Campaigns. (I) Guide to the Sundarbans; (ii) publlc lnrormation 
rns to pn vironmental awareness, especially with respect to generating far 
:ivil soci~ ~ r t  for conserving the SRF and its biodiversity ($0.41 million). 

(v) Community-based Conservation Activities. (i) community interactive video; (ii) 
village conservation plays, other conservation activities; (iii) mobile public unit ($0.15). 

/ ~ 25. The total cost of the GEF component in support of Part D of the Project is $2.04 
million. TAG inputs will also be required in consulting support for ecotourism and environmental 
awareness. 

Part E :: Techni isory Grc 

a. Technical Advisory Group 

and Res iearch St tudies 

26. The TAG will focus on improved overall administration and management, 
integrated conservation management planning (including terrestrial resources and aquatic 
resources) and plan implementation, and ecotourism, environmental awareness, and impact zone 
development. The TAG will (i) establish baseline information and criteria for sustainable 
practices, review existing plans and draft forestry, aquatic resources, wildlife and tourism sector 
plans and integrated conservation and management plans, and assist in developing a self- 
sustaining management system, including the development of market-based instruments for 
access to SRF resources; (ii) help the FD retrain its staff and help focus its activities to more 
effectively conserve the SRF and serve the needs of its primary stakeholders; and (iii) train 
resource users and community representatives to engage in ecotourism-related activities. Specific 
training and support will also be included for FD, LGED, and NGO staff with respect to 
organization of resource users into groups, women-indevelopment issues, and specific 
conservation issues. The TAG will require 381 person-months (240 person-months of 
international and 141 person-months of domestic) of consulting services. , 
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b. Conservation Monitoring 
-\~ 

27. To maintain a high level of both national and international credibility regarding 
the quality of the environment and the sustainability of use of the SRF, external monitoring will 
be undertaken. The World Conservation Union (IUCN) is to be engaged to submit an independent 
annual report on the status of the conservation and management of the SRF and its biodiversity. 
IUCN will be recruited by the Bank on behalf of the Government and will report to the SSC. , 
Although the details of the methodology to be adopted will be provided in its proposal, it is 
expected that a team of international and local experts (about 6 person-months per year) will 
undertake the work once a year over the life of the Project. Each annual assessment is expected to 
take about two months to complete. Hydrological aspects of the SRF and its upstream catchments 
will also be studied for pollution monitoring and control. 

28. To further enforce environmental management si jroposed to 
initially engage a suitably qualified firm offering inspection service: ial standard 
to assist in designing an independent certification and inspection system. .l'his tirm will advise on 
the establishment of a system for checking on the issuance of permits, verification of revenue 
collections and adherence to utilization rules. spot-checks of the activities of the resource users 
throughout the SRF, and inspection of vessels and users to compare harvests and equipment with 
permits will need to be included. The firm7 will be recruited by the Bank but will report to the 
SSC. Following consideration of the report including consultations with the SMU, the SSC will 
recommend an appropriate a permanent caoacitv for this work. orobablv in the form of a small 
Certification and Inspection Unit. 

c. Research Studies 

29. r ncacar~~t  studies and analysis by the TAG, other consultants and contracted 
agencies will in Bangladesh will be undertaken on topics which are critical to the development of 
sustainable management strategies and operations in the SRF. These will include, amongst others; 
(i) forestry research into Sundri top-dying disease to assist in understanding and possibly 
counteracting the widespread natural degeneration, as well as research into mangrove 
regeneration, habitat adaptability and regeneration of Goran, Golpatta and Gewa; (ii) aquatic 
resource assessments and analysis of existing exploitation levels, and better understanding of the 
habitats of endangered species, as inputs for developing fisheries plans; (iii) wildlife-related 
studies of tiger ecology, marine turtles, otters, etc., as inputs for wildlife planning; (iv) 
development of a remote sensing system for monitoring ecological changes; (v) ecotourism- 
related studies of visitors; and (vi) surface water modeling regarding aspects of water changes, 
salinity and oolll * ution. 

The GE . .. :F comp ... .. t Part E 
" .. of the .. - . 

Project, 
" .. . has a vc ... . . 

B and th 
improve - ---a- 

> suppor ery 
sign~ricant role In assisting witn tne ~mp~ernentation or tne otner rarts or tne rroject), will include 
a Technical Advisory Group (TAG), supported by the AD e GEF. The consultants will 
concentrate their activities on the SRF with a focus on (i) :d overall administration and 
management (ADB-funded); (ii) integrated conservatioi~ rl~su~agement planning (including 
terrestrial resources and aquatic resources) and plan implementation; and (iii) ecotourism, 
environmental awareness and impact zone development. For biodiversity conservation aspects, 
particular emphasis will be placed on the three Wildlife Sanctuaries within the Project area. The 
TAG specialists will coordinate their respective activities with the relevant FD staff, NGO staff 

7 For example, international inspection firms such as Bureau Veritas or SGS are represented in 
Dhaka. 
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and other officials and with the help and active cooperation of local communities where 
necessary. Emphasis will be placed on working with contracted service providers to complement 
the core biodiversity conservation and management capacity that needs to be created in the SMU. 
Training of relevant staff and stakeholders, as well as supporting related conservation monitoring 
and research studies (including arrangements to contract service providers), will be important 
functions. 
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iu inputs financea by me ucr, are as follows: 

i. Integrated Conservation Management P1 iubgroup 

:ted Area Management Specialist: The Protected Area Management Specialist 
a) lead subgroup members to conduct a multidisciplinary review of the existing 

lllallagement plans for the 3 wildlife sanctuaries; (b) lead in. TAG in developing the 
integrated conservation management plan (incorporating sector plans for forestry, 
fisherieslaquatic resources, wildlife, and ecotourism); (c) coordinate all aspects of 
stakeholder participation in discussions for the preparation of final plans; (d) follow-up 
with the appropriate government agencies for approval of these plans; (e) process the 
information, gathered by other team members, to periodically update management plans 
and develop annual operational plans; (f) assess the institutional capability of potential 
service providers for the implementation of activities, concentrating particularly on 
NGOs; (g) coordinate the overseas and local training of staff and participants; (h) 
organize periodic dissemination meetings to stakeholders, and government officials and 

,' others coordinate the vreparatio~ la1 repor : Project. (33 person- n of annr ts on-the 

Biodiversity Specialist (Aquatic Resources Management). The Specialist will: (a) 
gather, collate, review, and assess all available research reports and data on the fish 
stocks of the Sundarbans; (b) lead in preparing the fisherieslaquatic resources 

;ement plan; (c) consult with the relevant government departments, research 
tes, and private sector experts to determine and prioritize the data and other 
lation gaps; (d) design and support a catch monitoring and recording scheme to 

ensure that comprehensive and accurate time-series data become available; (e) assess the 
institutional capability of potential service providers for the monitoring and catch- 
recording activities, concentrating particularly on NGOs; (f) develop and implement a 
training program to improve institutional capacity in fisheries, including a program to 
develop sustainable fisheries management rules and regulations in the SRF, including the 
marine zone; (g) assess the institutional capability of potential contract fisheries research 
and development service providers; (h) formulate a research and data collection program 
to meet priority needs; (i) package this program as a series of discrete output areas 
suitable for contracting it out as a research program; (i) coordinate the process of 
tendering and selecting successful bidders for the contract research; (k) monitor and 

rt the research program and, where needed and time permits, participate in this 
and (1) coordinate the provision of training, overseas and local, for service 

,. , . . Jers. (28 p-m) 
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formula Biodivc 
researc' 

(i i i) ersity Specialist (Wildlife Management): The Specialisr will: (i) te a 
h and management program aimed at obtaining the quantitative data 1 1 for 

tne preparation of a mammal habitat management plan (especially for tiger, sportea deer, 
wild boar, monkeys, and birds); (ii) determine and report on the current status and 
relative importance of aquatic vertebrate concentration (especiaily crocodiles, lizards, 
turtles, and dolphins in the Sundarbans, with particular attention to the three Wildlife 
Sanctuaries) identifying management, monitoring, sustainable utilization, and 
enforcement measures required; (iii) conduct field research and report on the long-term 
management and sustainable use of the Sundarbans mammal and bird populations and 
habitat, including habitat alteration and human disturbance; (iv) critically review existing 
resource inventories, forest management plans, and development plans; (v) assess the 
representativeness and conservation value of the existing wildlife sanctuaries and identify 
potential additional core conservation areas and comdors between existing sanctuaries; 
(vi) if sustainable harvests are considered feasible, prepare, with TAG, a comprehensive 
plan analyzing investment, infrastructure, training. marketing and legal implications, and 
its impact on wildlife populations in SRF; (vii) review available information on the 
historic range of wildlife species that are known to have been extirpated within the SRF 
and assess current habitat suitability and the rationale for their reintroduction (i.e., 
conservation value, sustainable use, ecotourism, availability of genetically similar stock 
etc.); and (viii) identify management deficiencies in the environmentally sensitive areas, 
core conservation sanctuaries and use zones, and prepare an optimum management model 
for integrating biodiversity conservation with sustainable levels of resource utilization. 
The specialist will also identify appropriate institutions to undertake specific research 
parts of this work on contract, as necessary. (28 p-m) 

(iv) Nonwood Forest Product Specialist: The Specialist will: ( :ndations for 
incorporation and management of nonwood forest products (NWFF) activities within the 
SRF; (ii) review available research and information on the NWFP species in the SRF and 
make recommendations on sustainable harvest and management practices; (iii) review the 
current harvest pennit system and make recommendations for improvements to promote 
resource sustainability, including pricing and harvest monitoring (working with the 
Forest Resource Economist); (iv) develop alternative NWFP resource management 
strategies through agroforestry development, as well as improved management of the 
natural mangrove forest in the SRF to be implemented by individuals and community 
groups of the Impact Zone; and (vi) working with other TP :eminate this 
information through various mass media formats. (28 p-m) 
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Ecotourism Development Operations Specialist: The Specialist will: (i) advise on the 
implementation of all Project supported ecotourism activities; (ii) prepare a Tourism 
Guides Training Program reflecting the training standards of international wildlife 
tourism programs and assess, in detail, the training capabilities of the local institutions; 
(iii) evaluate likely gender issues, particularly with reference to potential areas for 
women's participation and interest in tourism as a potential career path; (iv) identify and 
supervise the firm, institution or group of individuals who will prepare ecotourism 
training cumculum material, and assist in training NGOs and private operators/possible 
operators of ecotourism ventures; (v) work with selected communities to develop their 
tourism products and services, and assist local communities in preparing village-level 

P. 
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conservation projects of interest to tourism; (vi) prepare appropriate employment 
standards including employee benefits, gender equity, and working conditions; (vii) 
assess the financial costs and returns, with the help of other members of TAG, on any 
tourism investments; (viii) help TAG develop mechanisms for effective and efficient 
transfer of tourism revenues to cover recurrent costs of protected area management after 
the Project is completed; and (ix) provide assistance to Bangladesh Parjatan Corporation 
in organizing and preparing the tourist plan marketing strategy, and advertising the 
Sundarbans as a tourist destination. (21 p-m) 

(vii) Information, Education, and Communication Specialist: The Specialist will: (i) advise 
on the implementation of all Project supported aspects of public information and 
environmental education related to the Sundarbans, including the establishment and 
operations of the Environmental Information and Education Center to be set up on a cost- 
sharing basis in Khulna and managed on contract; (ii) consult widely (with focus groups, 
gender groups, NWs, civil society members, workshops, etc.) to gain consensus on the 
role and functions of the Project relative to the community; (iii) facilitate the . 
development of a strategic approach as to how the Project will fulfill its role and carry out 
its functions; (iv) identify the stakeholders and determine how they can be best reached 
through community education programs with a biodiversity and natural resource 
conservation messages; and (v) prepare a practical program related to education about the 
SRF and biodiversity conservation for use nationally, and with local communities in the 
Sundarbans and for schools/colleges, including non formal education. (9 p-m) s 

(viii) Common Property Resource Specialist: The Specialist will work with communities to 
organize common property resource (CPR) user groups, design appropriate 

,' organizational arrangements, including frameworks for CPR agreements incorporating 
appropriate user rights and responsibilities. The Specialist, in close association with the 
SMU, NGOs and other agencies and civil society groups, will facilitate the emergence of 
framework arrangements and agreements for SRF resource user groups. (10 pm) 

(ix) Domestic Consultants: 20 person-months of domestic consultants will also be engaged, 
in the areas of (a) information, education and communications; and (b) natural resource 
legislation. 

32. The GEF will contribute $4.09 million to cost of the TAG for a total of 157 p-m 
. of international consultants, and 20 p m  of domestic consultants. 

b. Resource Monitoring and Surveillance 

33. The following resource monitoring will be undertaken: (i) Independent 
Conservation Monitoring, by IUCN, and the preparation of an annual State of the Sundarbans 
Report to the Sundarbans Stewardship Commission. Monitoring the health of key ecosystem 
components/species and the timeliness of conservation activities compared to established 
benchmarks will be done; (ii) Remote Sensing System for forestryllanduse and aquatic use (e.g., 
mapping, digital elevation models, change detection); and (iii) Water Resources Monitoring by 
the Surface Water Modeling Center, Dhaka (pollution detection and operational 
recommendations). The GEF will contribute $2.02 million. 
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Researc: 
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h Studies and Other Consultancic es 

1 given I ne ro~low~ng are areas where priority has beer for applied research 
services. The T 1 will undertake part of this work, and related work will be contracted to 
service provide nples of priority areas are (i) Sundri Top-dying Study; (ii) Tiger and 
Ungulate ecology, arlo jiii) Biodiversity inventories. Appropriate international NGOs, and other 
qualified institutions, will be identified to do this work on a contract basis. The GEF will 
contribute $0.62 million. 
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INCREMENTAL COST ANALYSIS 

A. Overview 

35. The general objective of the GEF alternative is to conserve the biodiversity of the 
Sundarbans Reserved Forest and its surrounding impact zone by improving the institutional and 
policy framework for sustainable resource management. ,The project will develop and implement 
a sustainable management and biodiversity conservation system for the Sundarbans region of 
Bangladesh on the basis of rational plans and participation of all key stakeholders, including: (i) 
priority biodiversity conservation initiatives and improved forest management; (ii) increased 
institutional capacity to manage the Sundarbans Reserved Forest (SRF); (iii) measures to reduce 
poverty of the 3.5 million people living in the impact zone bordering the SRF through expanding 
economic opportunities, improved social infrastructure, improved organization for resource-users, 
and facilitating stakeholder participation in resource management; and (iv) adopting a supportive 
set of policies, especially related to the pricing for access to SRF resources. The GEF alternative 
intends to achieve these outputs at a total incremental cost of approximately $12.2 million. 

B. Context and Broad Development Goals 

has 11 
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l Forest I 36. The project area covers the Sundarbans (approximately 6,017 
km2) and its surrounding impact zone, the most diverse m u  rlcrrest natural resource area in the 
People's Republic of Bangladesh (the total project area is close to 1 million ha). It is one of the 
largest continuous mangrove forests in the world. The entire Sundarbans has been recognized as 
a Ramsar site by the Convention on Wetlands of International Importance (Ramsar). and portions 
of it as World Heritage Sites by the World Heritage Convention (UNESCO). It is the most 
important continuous remaining habitat in the world for the highly endangered Bengal Tiger 
(Panthera tigris tigris). The SRF includes three Wildlife Sanctuaries in the west, south and east 
(1,379 km2) representing 23% of the SRF. Most of the human population within the project area 
(3.5 million) lives in the impact zone, and relies directly or indirectly on the SRF for income and 
resources. While there are no permanent human settlements inside the SRF, a large number of 
fishermen and other resource harvesters spend substantial portions of their lives inside the SRF, 
living on boats or in seasonal and semi-permanent structures and camps along the SRF borders, 
including islands. The Forest Department also has established permanent outposts for its staff and 
- -. 

mited tourist accommodation within the SRF. 

the social, ecological, environmental, and economic importance of the 
ana me ~mp~ications of its preservation in the regional, national and global context, 
inable development of this high valuable natural resource is paramount. In order to realize 
I1 potential in the interest of social well being and upliftment of the poor local communities 

uepcrldent upon it for subsistence, it is important to put in place an appropriate system of 
management that ensures long-term ecological, institutional. and financial sustainabil ity. 

38. Various projects and plans implemented in the SRF to date have prOVlded little 
more than just a data base on resource potential, problems and constraints, with practically 
nothing in the form of real investments to improve its status as a unique resource or provide the 
means to address the needs of the local communities. To that end. the current proposal is 
concerned with the integrated management of the SRF, and current or completed projects provide 
a strong basis of departure for an implementation program. However all past and existing 
projects are not management plans as such, but projections, based on existing institutional and 
policy structures, and although they contain a wealth of useful information, they do not address 
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either a feasible strategic plan for implementation or a scientific or multisectoral management 
diagnostic analysis of the options or realistic investment potentialities. This proposed project will -, 

focus on the various financial, economic management, institutional, and policy changes and effect 
the conservation, sustainable utilization and social development of the SRF. 

39. The development objective of the overall Biodiversit! Conselvation of the 
Sundarbans Reserved Forest Project (BCSRFP) is to enhance rural livelihoods through 
sustaina ~ral  resource management and biodiversity conservation. The operational 
objectiv e BCSRFP are to achieve, within 7 years, the development of a sustainable 
manage111c11~ arid biodiversity conservation system for all SRF resources, on the basis of rational 
plans and the participation of all key stakeholders. The proposed Project area includes the SRF 
itself and the surrounding 17 thanas located within 0-20 km outside the SRF border. The Project 
will establish a participatory system for the conservation and sustainable management of the SRF 

~ltidimensional resources area. An integrated approach will be taken to (i) biodiversity 
ation and improved forest management; (ii) improved institutional capacity to manage the 

SKP itself; (iii) reducing the poverty level of the 3.5 million people living in the impact zone 
bordering the SRF through expanding economic opportunities, improved social infrastructure, 
improved organization for resource-users, and facilitating stakeholder participation in resource 
management; and (iv) adopting a supportive set of policies, especially those regarding charging 
economic prices for access to SRF resources. 

The Gob with thl Develop 
e. C..rrl.... 

40. rernment of Bangladesh, working e Asian ink 
(ADB), has developed a project aimed at the biodiversity CVIIJGI Vation of t h ~  O U I I U ~  varla wich 
will redress the decline by a program of policy reform and implementation. At the same time as 
improving the management system of the SRF by reforming it into a multisectoral entity, support qL 

will be given to the local communities in the impact zone and those working within the Forest, 
including traditional user groups. This will ensure, first, that they can be mc rly involved 
in protected area and impact zone management and, second, that they will be lanage their 
activities in a self-sufficient and sustainable manner. 

- 
Ire active 
able to n 

There are already a number of related development projec way in the 
ir1ipar;i Lurie, or on a national basis, which are helping address some of these threats. Most of 
these are pilot community-based wildlife and natural resource management operations primarily 
in the communities surrounding the SRF. Principal among these are the IRMP, the World Bank's 
Forest Resources Management Plan (FRMP), and the ADB's Forestry Sector Project (1998-2005) 
and Coastal Greenbelt Project (1995-2002). All seek remedies to the current problems of 
management and community participation (and in some cases over-exploitation of natural 
resources) which are pertinent to this proposed project. None of these projects, however, 
addresses the biodiversity of the Sundarbans from a holistic and ecosystemic management 
perspective. In addition, there is an important set of activities which are required to ensure the 
global benefits of the sustainable.management of this very large ecosystem. 

ries but \; 

iity-basel 
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The baseline activities for which global environmental considerations are not 
y taken into account include: (a) development and review of Sundarbans biodiversity 

conservation management plans from a resource-use perspective (i.e. outside the Wildlife 
within the SRF). (b) the design and implementation of the improved participatory, 
d programs based in the impact zone, (c) the employment of local community 

memoers as lorest guards, guides, etc. (d) the establishment and staffing of the Sundarbans n 
Management Unit, (e) investment in basic infrastructure for park management within the SRF but 
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outside the Wildlife Sanctuaries, ( f )  strengthening park planning and management, and ecological 
monitoring and research. The total.cost of the baseline program would be about U S 7 0  million, 
which would be financed by a loan from the Asian Development Bank ($37.OM), the Nordic 

3M), the Government of Banglade IM), the Palli Karma-Sahe 
~d participating NGOs and benefici; 7M). 

Fund ($4 
6.8M), ar 

lopment 
jation ($( 

Devel 
Founc 

D. Clnhal Environmental Objecti7 
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9. As mentioned in section 6, tne project will make a significant contribution to the 
conservation and sustainable management of over 1,379 km2 of threatened, and rapiAlv 
deteriorating Asian mangrove forest and the habitats and biodiversity it contains. The ecosys 
represents the largest contiguous area of mangrove forest left relatively intact in the world wl 
;c hnve to a significant number of threatened and endangered species. It is the most important 

ning habitat in the world for the highly endangered Bengal Tiger (Panthera tigris tigris). 
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I U. Forty six species indigenous to the Sundarbans are endangered (2 amphibian, 14 
reptiles, 25 birds and 5 mammals). One species of turtle is endemic to the SRF. A total of 245 
genera and 334 plant species have been recorded. Detailed long-term studies for the most 
imnnrtant species are absent but recent reports (most notably IRMP UNDPJFAO and FRMP 

8 WB) have provided a baseline which leaves little doubt of its global significance. In 
on to important plant, invertebrate and reptile species, the area holds significant populations 

_. ..._ : Royal Bengal tiger, deer, wild boar, and dolphins which are rapidly falling. The loss of at 
least five, possibly six, spectacular mammal species. Javan rhinoceros Rhinoceros sondai 
one-homed rhinoceros Rhinoceros unicornis, wild buffalo Bubalus bubalis, swamp deer Cei 
duvaucali, gaur Bos naurus, hog deer Axis porcinus. has been reoorted in recent times. 
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unaer GEF support, the Government of Bangladesh will be able to, in additional 
the baseline activities, (a) consolidate and strengthen the management of the three 
~aries within the SRF through the implementation of the management plans already 

prepared under the World Bank's supported Forest Resource Management Project (FRMP): and 
through the development of natural resource pricing and financial-sharing mechanisms for long- 
term protected area management: (b) suppon biodiversity conservation within the entire SRF and 
its impact zone through the incorporation of biodiversity conservation considerations within 
sustainable productive activities (forestry and fisheries); (c) increase support for biodiversity 
conservation by local communities through participatory environmental education and 
community awareness activities; and (d) establish biodiversity monitoring through a project 
monitoring and evaluation ( M E )  system as well as the establishment of an independent 
international ecosystem monitoring system. The total cost of the GEF alternative is $82.2M. 

F. Incremental Costs 

12. The agreed incremental costs for which GEF support is requested in order to achieve the 
global environmental benefits of the GEF alternative are estimated at US$12.2 million. 
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remntal  Cost Matrix for GEF Funding 
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OUTLINE TERMS OF REFERENCE FOR 
,TING SERVICES, RESOURCE MONITORING 

FELL0 WSHIPS 
, RESEP 

1. , .,ject implementation will oe supported by consulting services comprising a Technical 
Advisory Group (TAG) and other inputs. The TAG will require a total of 381 person-months of 
consultancy services (240 of intemational consultants, and 141 of domestic consultants). The TAG will be 
selected in accordance with the Bank's Guidelines on the Use of Consultants. It will be based in the 
Sundarbans Management Unit (SMU) Project Office (Khulna) and will work closely with the Project 
directorlchief executive officer and other staff. Another 48 person-months of intemational consulting 
services will be required: 36 for independent conservation monitoring by the World Conservation Union 
(lUCN) and 12 unallocated for other consultancies. In addition, the Project will provide snpport for remote 
sensing, water resources and quality monitoring, the design of a certification and inspection system, and a 
small number of applied research studies (para. 23). Emphasis will be placed on working with contracted 
service providers to complement the core biodiversity conservation and management capacity that needs to 
be created in the SMU. To support this a fellowship program is also included (para. 24). Table 1 provides a 
summary of consultant inputs, including the source of funding for each position. 

B. Technical Advisory Group 

2. 
team leadel 

The I TAG will consis 

lternational Consultants 

me group of consul ltants wit :h an inte I consult; int as its 

-. ,he consultants will concentrate their activities on tne SRF with a focus on (1) improvea 
overall administration and management; (ii) integrated conservation management planning (including 
terrestrial resources and aquatic resources) and plan implementation; and (iii) ecotourism, environmental 
awareness, and impact zone development. For biodiversity conservation aspects, particular emphasis will 
be placed on the three wildlife sanctuaries within the Project area. The TAG specialists will coordinate 
their respective activities with the relevant Forest Department staff, nongovernrnent organization (NGO) 
staff, and other officials and with the help and active cooperation of local communities where necessary. 
Training of relevant staff and stakeholders, as well as supporting related conservation monitoring and 
research studies (including arrangements to contract service providers), will be important functions. 
Relevant postgraduate academic qualifications will be required, preferably to doctorate level, as well as a 
minimum of 10 years international professional experi ieveloping count1 ~g inputs 
will be required: 

ies. The followin 

a. Improved Administration and Management Subgroup 

4. Management Adviser. To assist in the start-up of the new administrative ana 
management arrangements for the SRF (as outlined in Appendix 4), the management adviser will advise 
the Project director and the management staff of the SMU regarding (i) all administrative and financial 
functions of the Project, including revenue collection, financial management and administration; (ii) 
prepare a draft operations manual for SMU staff, including essential reporting formats; (iii) develop a 
human resources development program for SMU staff, including the functional units and the Sundarbans 

- Operations Circle, and outline short duration courses for each of the different staff levels; (iv) assist senior 
Forest Department staff in delivering these short courses; (v) review the adequacy of the equipment, 
materials, supplies, and funding and budget requirements for the SMU and advise the Project director 
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regarding the allocation of resources for essential Project functions; and (vi) through close collaboration 
with the independent conservation monitoring team, the proposed certification and inspection unit, and ,, 
other TAG members, establish a system for ensuring continuous feed-back of information for SRF 
management. 

Table 1: Overview of Consulting Services Inputs 
(person-months) 

Fund 
ing *- 
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a. lrnproved Management ana ~amnistration 
i. Management Adviser 
ii. Management Informatio 

Specialist 
Subtotal a 

b. Integrated Conservation Mgt. Planning 
i. Protected Area Management Specialist 

(Team Leader) 
ii. Fisheries Management Specialist 
iii. Biodiversity Specialist (Wildlife Mgt.) 
iv. Nonwood Forest Product Specialist 
v. Forest Resource Economist 
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iv. Common Property Resc 
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2. Domestic Consultants 
a. Project Coordination Specialist 
b. Fisheries ProcessingIMarketing Specialist 
c. Information, Educ. & Communication 

Spec'lst 
d. Community Development Specialist 
e. Socioeconomist 
f. Natural Resource Legislation Speci 

Subtotal (2) 
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5 .  Management Information Specialist. The specialist will (i) identify, gather, review, and 
assess all the available data and information on the Sundarbans Reserved Forest (SRF), the wildlife 
sanctuaries, and the impact zone; (ii) consult with potential service providers to gain further insights into 
the issues and to assess the capacity to deliver; (iii) coordinate with other members of TAG regarding the 
research, development, and implementation program; (iv) establish a comprehensive database system such 
as the Biodiversity Information Management System that incorporates a geographical information system 
(e.g., ARCInfo) and database management (e.g.. MS FoxPro); (v) input key digital data on important 
factors or issues to the SMU from existing sources, and other issues; (vi) identify trainingtcapacity 
building needs and coordinate training provision; and (vii) review and refine the program providinp 
analyses for policy, planning, and scientific uses. 

b. Integrated Conservation Management Plannrng ~ u b g . ~ . . ~  

6.  Protected Area Mi !nt Specialist (Team Leader). The specialist will (i) leac 
subgroup members to conduct a mu~t~d~scip~inary review of the existing management plans for the three 

ildlife st s; (ii) lead the TAG in developing the integrated conservation I tent plan 
lcorporal tor plans for forestry, fisherieslaquatic resources, wildlife, and ;m); (iii) 
lordinate all aspects of stakeholder participation in discussions for the preparation or rinal plans; (iv) 
llowup with the appropriate Government agencies for approval of these plans; (v) process the 
formation gathered by other team members to update management plans and develop annual operational 
ans; (vi) assess the institutional capability of potential service providers for the implementation of 

activities, concentrating particularly on NGOs; (vii) coordinate the external and incountry training of staff 
and participants; (viii) organize periodic dissemination meetings to stakeholders, and Government 
officials, and others; and (ix) coordinate the preparation of annual reports on the Project. 

inctuarie 
ting secl . . 
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7. Biodiversity Specialist (Aquatic Resources Management). The specialist will (i) gather, 
collate, review, and assess all available research reports and data on the fish stocks of the Sundarbans; (ii) 

n 
lead in preparing the fisherieslaquatic resources management plan; (iii) consult with the relevant 
Government departments, research institutes, and private sector experts to determine and prioritize the data 
and other information gaps; (iv) design and support a catch monitoring and recording scheme to ensure that 
comprehegsive and accurate time-series data become available; (v) assess the institutional capability of 
potential service providers for the monitoring and catch-recording activities, concentrating particularly on 
NGOs; (vi) develop and implement a training program to improve institutional capacity in fisheries, 

I 
I including a program to develop sustainable fisheries management rules and regulations in the SRF, 

including the marine zone; (vii) assess the institutional capability of potential contract fisheries research 
and development service providers; (viii) formulate a research and data collection program to meet priority 
needs; (ix) package this program as a series of discrete output areas suitable for contracting it out as a 
research program; (x) coordinate the tendering and selecting of bidders for the contract research; (xi) 
monitor and support the research program and, where needed and time is work; 
and (xii) coordinate the provision of training to service providers. 

permits, , particip 

8. Biodiversity Specialist (Wildlife Management). The specialist will (i) formulate a 
research and management program aimed at obtaining the quantitative data necessary for the preparation of 
a mammal habitat management plan (especially for tiger, spotted deer, wild boar, monkeys, and birds); (ii) 
determine and report on the current status and relative importance of aquatic vertebrate concentration 
(especially crocodiles, lizards, turtles, and dolphins in the Sundarbans, with particular attention to the three 
Wildlife Sanctuaries) identifying management, monitoring, sustainable utilization, and enforcement , 
measures required; (iii) conduct field research and report on the long-term management and sustainable 
use of the Sundarbans mammal and bird populations and habitat, including habitat alteration and human 
disturbance; (iv) critically review existing resource inventories, forest management plans, and development 
plans; (v) assess the representativeness and conservation value of the existing wildlife sanctuaries and 

n identify potential additional core conservation areas and corridors between existing sanctuaries; (vi) if 
sustainable harvests are considered feasible, prepare, with TAG, a comprehensive plan analyzing 
investment, infrastructure, training, marketing and legal implications, and wildlife 
populations in SRF; (vii) review available information on species known to have From the 
SRF and assess current habitat suitability and the rationale for their reintroduction (e.g., conservation 
value,. sustainable use, ecotourism, availability of genetically similar stock etc.); and (viii) identify 
management deficiencies in the environmentally sensitive areas, core conservation sanctuaries and use 
zones, and prepare an optimum management model for integrating biodiversity conservation with 
sustainable levels of resource utilization. The specialist will also identify appropriate institutions to 
undertake specific research parts of this work on contract, as necessary (para. 23). 

its imp 
been ex . , 
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9. Nonwood Forest Product Specialist. The specialist will (i) make recommendations for 
incorporation and management of nonwood forest products activities within the SRF; (ii) review available 
research and information on the nonwood forest products species in the SRF and recommend sustainable 
harvest and management practices; (iii) review the current harvest permit system and recommend 
improvements to promote resource sustainability, including pricing and harvest monitoring (working with 
the Forest Resource Economist); (iv) develop alternative nonwood forest products resource management 
strategies through agroforestry development, as well as improved management of the natural mangrove 
forest in the SRF to be implemented by individuals and community groups of the impact zone; and (vi) 
working with other TAG members, disseminate this information through various mass media (brochures, 
radio, extension activities, etc.). 

. The ec review ' 
8-- 

10. Forest Resource Economist. -..- --onomist will (i) cne current status or rne 
resource base in the Sundarbans and advise on charges for access to SKI- resources based on economic -< 

principles, including charges for ecotourism; (ii) review existing practices and methodologies for the 
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coltecrlon ana analysis of resource aascssr~~cnt data for multisector management planning and economic 
valuation; (iii) conduct economic valuation of the natural resource base of the SRF including the current 
and potential value of both the individual resources and the ecosystem as a whole based on sustainable 
extraction; (iv) identify alternative resource use scenarios with each alternative maximizing the use of a 
single resource (fisheries, ecotourism, natural protection services, etc.); and (iv) identify the scenarios 
generating the hig'lest total net economic benefit from the ecosystem. Training of counterpart staff will 
n ! ~ ~  be done. 

c. Ecotourism, Environmental Awareness, and 
Development Subgroup 

Impact i 

undarban 

> 

list will e on the 
. A  

11. Ecotourism Development Operations Specialist. The special (i) advis 
implementation of all Project-supported ecotourism activities; (ii) prepare a training program for rounsm 
guides reflecting the training standards of international wildlife tourism programs and assess, in detail, the 
training capabilities of the local institutions; (iii) evaluate likely gender issues, particularly with reference 
to potential areas for women's participation and interest in tourism as a potential career path; (iv) identify 
and supervise the firm, institution, or individuals who will prepare ecotourism training curriculum 
material, and assist in training NGOs and possible private operators of ecotourism ventures; (v) work with 
selected communities to develop their tourism products and services, and assist local communities in 
preparing village-level conservation projects of interest to tourism; (vi) prepare appropriate employment 
standards including employee benefits, gender equity, and working conditions; (vii) assess the financial 
costs and returns, with the help of other members of TAG, on any tourism investments; (viii) help TAG 
develop mechanisms for effective and efficient transfer of tourism revenues to cover recurrent costs of 
protected area management after the Project is completed; and (ix) assist the Bangladesh Parjatan 
Corporation in organizing and preparing the tourist ~ l a n  marketing strategy, and in advertising the 
SI s as a tourist destination. 

12. Information, mucation, and Communication Specialist. The specialist will (i) advise 
on the implementation of all Project-supported aspects of public information and environmental education 
related to the Sundarbans, including the establishment and operations of the Environmental Information 
and Education Center to be set up on a cost-sharing basis in Khulna and managed on contract; (ii) consult 
widely (with focus groups, gender groups, NGOs, civil society members, workshops, etc.) to gain 
consensus on the role and functions of the Project relative to the community; (iii) facilitate the 
development of a strategic approach as to how the Project will fulfill its role and carry out its functions; 
(iv) identify the stakeholders and determine how they can be best reached through community education 
programs with a biodiversity and natural resource conservation messages; and (v) prepare a practical 
program related to education about the SRF and biodiversity conservation for use nationally, and with 
local communities in the Sundarbans and for schools/colleges, including nonformal education. 

13. Community Development Specialist. The specialist will (i) advise on the implementation 
of all Project-supported activities directed at community development, including microenterprise activities; 
(ii) work with concerned SMU staff and participating NGOs to develop strategies for organizing local 
community organizations of specific resource users, gender-specific groups, their constitution and 
formalization, roles and responsibilities vis-a-vis the SRF; (iii) provide training to SMU staff on 
stakeholder participation, gender issues, and preparation of curriculum; (iv) work with selected 
communities to identify the cultural heritage interpretation opportunities and design programs that can be 
delivered locally; (v) prepare ground rules for nonwood forest product extraction and management on 
sustainable basis; and (vi) plan focused study tours for NGOs, local community organizations, SMU staff 
to NGO-led community-based programs in the mangrove areas in the Subcontinent and elsewhere in the 

gi on. 
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14. Common Property Resource Specialist. The specialist will work with communities to 
organize common property resource user groups, design appropriate organizational arrang 
including frameworks for common property resource agreements incorporating appropriate user ril 

h4\ 

responsibilities. The specialist, in close association with the SMU, NGOs, and other agencies allu L I V I I  

society groups, will facilitate the emergence of framework arrangements and agreements 1 
user groups. 

;ements, 
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2. Domestic Consultants 
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15. Domestic consultancy services are required in the following disciplines, for which relevant 
graduatelpostgraduat~ nic qualifications are re ninimum of five years relevant 
professional experien 

16. Project Coordination Specialist. The specialist will (i) identify and establish the linkages 
and key relationships required to coordinate planning, scheduling, activities, and training; (ii) build 
working relationships between Project implementing agencies, beneficiaries, and service contractors 
supplying inputs; (iii) liaise closely with the Bank; (iv) provide regular monitoring reports to the SMU, the 
Bank, and the participating institutions regarding implementation, especially identifying problems and 
possible solutions; and (v) other duties as required. 

work w ,ith the 
. . 

17. Fisheries Processing/Marketing Specialist. The specialist will 
international Fisheries Management Specialist to (i) determine the amount and type of data required to 
successfully implement a sustainable fisheries processing and marketing program; (ii) recommend the 
processing methods most suitable to sustaining the catch and minimizing waste; (iii) develop suitable 
marketing strategies to stimulate demand in the local, national, and international markets; (iv) assess the 
institutional capability of potential contract fisheries processing and marketing service providers; (v) 

-., 
formulate a detailed processing and marketing program to meet priority needs; (vi) package this program 
as a series of discrete output areas suitable for tendering out under a contract; (vii) coordinate the process 
of te and selecting successful bidders; and (viii) monitor performance of contracts. 

18. Information, Education, and Communication Specialist. The specialist will work with 
counterpart international consultant to (i) advise on the implementation of all Project-supported aspects of 
public information and environmental education; (ii) consult widely (with focus groups, gender groups, 
NGOs, civil society members, workshops, etc.) to gain consensus on the role and functions of the Project 
relative to the community; (iii) facilitate the development of a strategic approach; (iv) identify the 
stakeholders and determine how they can be best reached through community education programs with 
biodiversity and natural resource conservation messages; and (v) in consultation with communities and 
NGOs, develop the structure of local community organizations to be formed under the Project. 

nrnunity 
: Subcon 

organin 
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IS directe 
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19. Community Development Specialist. The specialist will work with the interlla~"lltil 
consultant to (i) advise 'on the implementation of all Project-supported activitie d at community 
development, including microenterprise activities; (ii) work with concerned SM lnd participating 
NGOs to develop strategies for organizing. local community organizations of speLlllL ~ ~ ~ o u r c e  users; (iii) 
provide training to SMU staff; (iv) prepare and implement a practical program related to education about 
the SRF and biodiversity conservation for use with local communities; (v) prepare ground rules for 
nonwood forest product extraction and management on sustainable basis; and (vi) vlan focused study tours 
for NGOs, local cor dons, SMU staff to NGO-led cc P in the 
mangrove areas in thc d elsewhere in the region. 

y-based program! 
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20. Socioeconomist. The socioeconomist will (i) review existing socioeconomic data for the thana and 
villages in the impact zone and, as needed, conduct rapid appraisal surveys; (ii) prepare initial socioeconomic profiles 
for each thana; (iii) identify potential beneficiaries in the selected areas by using participatory rural appraisal 
techniques; (iv) make an assessment of community relationships at the village level; (v) collect and analyze 
information on household incomes, malnutrition, infant mortality, illiteracy, migration, other relevant processes and 
trends having significant bearing on the well-being of local communities; (vi) collect and analyze data on land tenure 
and access to other resources, and on incidence of poverty; (vii) collect information on resource exploitation in the 
SRF, proportion of population involved, estimates of volume and value, and seasonality; (viii) identify formal and 
informal village organizations in the impact zone; (ix) present and discuss the information on socioeconomic research 
activities at district-level workshops and formulate appropriate recommendations for action; and (x) formulate 
strategies for socioeconomic development with appropriate mobilization and involvement of NGOs, local community 
organizations, and women groups. 

21. Natural Resource Legislation Specialist. The specialist will advise the Forest 
Department and the Bangladesh Parjatan Corporation in legal and regulatory arrangements for tourist 
operators, giving special consideration to minimum safety and environmental aspects for tourist boats, 
establishment, collection of tourist fees and taxes, and registration of tourism boat owners allowed to 
provide services in the SRF. The specialist will work with other TAG team members and SMU staff to (i) 
identify any adjustment of existing natural resource legislation (forest, fisheries, wildlife) necessary to 
reform SRF conservation and promote effective management; (ii) develop proposed mechanisms for 
effective and efficient transfer of tourism revenues to cover recurrent costs of protected area management 
after the Global Environment Facility grant expires; and (iii) prepare draft legislation and other legal 
documentation necessary for the above; (iv) other duties related to SRF reform. 

C. Resource Monitoring and Surveillance 

22. Independent conservation monitoring and the preparation of an annual "State of the 
Sundarbans" report to the Sundarbans Stewardship Commission will be undertaken along with monitoring 
of the health of key ecosystem components and species. The timeliness of conservation activities will be 
compared with established benchmarks on an annual basis. A remote sensing system for forestry, land use 
and aquatic use (e.g., mapping, digital elevation models, change detection) will be introduced. The Surface 
Water Modeling Center in Dhaka will monitor water resources, detect pollution, and make operational 
recommendations. An inspection and certification system will be designed by a professional inspection and 
certification company of international repute. 

D. Research Studies and Other Consultancies 

23. Priority has been given for applied research on Sundri topdying disease, tiger and 
ungulate ecology, ancl biodiversity inventories. The TAG will undertake part of this work, and the rest will 
be contracted to appropriate international NGOs and other qualified institutions. Other consultancies will 
include Internet site development, community video production, and ecotourism training. 

E. Fellowships 

24. In addition to the short-term in-country and external training programs, 50 regional 
fellowships will be available. These will enable selected participants from the participating Government 

.. agencies, NGOs, local community organizations, and the community to gain academic and technical 
qualifications abroad, as well as an understanding of mangrove ecosystem management and community 
development in the areas required for long-term SRF conservation management. 
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COST ESTIMATES AND FINANCING PLAN 

Table 1: Cost Estimates 
($ million) 

Foreign Local Total 
:om pone 

, 
Part A. Effective Organization of the SRF 

1. Establish Organization Capacity 
2. Upgrade Infrastructure 

Subtotal (A) 

Part B. Biodiversity Conservation and Sustainable 
Resource Management 

1. Forestry 
2. Aquatic Resources 
3. Wildlife 
4. Integrated Management Planning 

Subtotal (B) 

~ x c h a n ~ e  Currency Cost 

Part C. Socioeconomic Development of the Impact Zone 
1. NGO Social Mobilization. Microenterprise, 

Management, and Training - 5.39 5.39 -. 
2. Social Forestry 0.14 0.48 0.62 
3. Rural Development 1.97 16.68 18.65 

Subtotal (C) 2.11 22.556 24.66 
/ 

Part D. Ecotourism and Environmental Awareness 
1. Ecotourism 0.95 0.93 1.88 
2. Public Awareness Program - 0.8 1 0.8 1 

Subtotal @) 0.95 1.75 2.70 

Part E. Technical Advisory Group, 
Monitoring, and Research Studies 

Subtotal (E) 

Part F. KNM Effluent Treatment Plant 
Subtotal (F) 

Total Base Costs 
Physical Contingencies ' 
Price Contingencies 
Service Charge on Bank Loan 

Total Project Cost 27.7374 54.5050' 82.24 

KNM = Khulna Newsprint Mills; NGO = Nongovernment organization; SRF = Sundarbans Reserved 
Forest. 
a Based on 10 percent of base cost for most items, not including credit amount in Part C. 

Based on annual escalation factors of 2.5 percent (foreign); 5 percent (1998). and 4.5 percent 
,- thereafter (local). 

Includes duties and taxes estimated at $6.77 million. 
Source: Mission estimates. 
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Table 2: Financing Plan 
(8 million) 

, 
Total NDF PKSF Beneficiaries NGO Gowmment B ank GEl Component 

Part A. Effective Organization of the SRF 
1. Establish Organization Capacity 
2. Upgrade Infrastructure 

Subtotal (A) 

Part B. Biodiveristy Conservation and Sustainable 
Resource Management 
1. Forestry 
2. Aquatic Resources 
3. Wildlife 
4. Integrated Management Planning 

Subtotal (B) 

Part C. Socioeconomic Development of the Impacl Zone 
1. NO0 Social Mobilization. Microenterprise 

Management and Training 0 0 0 0.85 1 

2. Social Forestry 0 0 0 0.13 1 

3. Rural Development 0 6.77 3.76 1.13 
Subtotal (C) 0 6.77 3.76 1-91 4.~11 

Part D. Ecotourism Development and Environmental Awareness 
1. Emtourism 0 0 0 0 I 

2. Public Awareness Program 0 0 0 0 0.21 

Subtotal (D) 0 0 0 

Part E. Technical Advisory amup, Monitoring, and Studies 0 0 0 
Subtotal (E) 0 0 0 

Part F. Effluent Treatment Plant 
Subtotal (F) 

Service Charge 0 0 0 0 n 

Total 4.52 6.77 3.76 1.91 11 
GEF = Global Environment Facil i i  KNM = Khulna Newsprint Mllls; NOF = Nordic Development Fund: NO0 = rongowmment organization: 
PKSF = Palll Kanna-Sahayak Foundation; SRF = Sundarbans Reserved Forest. 
Source: Misslon estimates. 
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ADV TECHN 
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SSISTANCE - STUDY (3 
HULNA NEWSPRINT h 
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1. Khulna. Newsprint Mills (KNM) is a fully owned subsidiary of the State-owned 
Bangladesh Chemical Industries Corporation (BCIC), within the Ministry of Industries (MOI). The mill 
was established in 1959, originally to supply newsprint to the former East and West Pakistan, and is the 
sole domestic producer of newsprint in Bangladesh. Employing over 2,000 people, KNM has not 
achieved a positive financial position since the mid-1980s due to. sales prices being regulated by 
Government, the opening of the newsprint market to international competition in the mid-1990s. old 
equipment, and the poor operating efficiency and technical condition of the mill. The raw material used 
for KNM's operations is the Gewa tree (Excoecaria agallocha), a key species in the mangrove ecosystem 
now seriously in danger of being lost from the Sundarbans Reserved Forest (SRF). KNM is also a major 
source of water pollution in Khulna and the SRF due to the absence of effluent treatment at the mill. 

chnical a 
At loan appraisal, t 
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3. Historical Gewa consumption by KNM has been approximately 100,000 to 120,000 cubic 
meters per year, compared with a recent estimated sustainable yield in SRF of 40,000-50,000 cubic 
meters per year. Recent forest inventories have shown that, as a result of this intense harvesting pressure, 
Gewa growing stocks within SRF have declined by 58 percent from 1983 to 1996 and will be exhausted 
within 13 years at current harvest levels. In addition, KNM releases untreated wastes into the Bhairab 
River, which winds through Khulna and eventually drains into rivers passing through the SRF. This 
results in extremely high effluent loads entering the river. To address this, the Project includes an effluent 
treatment plant. During the processing of the Project, the Government and the Bank agreed that KNM 
could no longer rely on Gewa from the SRF as supplies had drastically fallen due to past overexploitation. 
Further, and most importantly, continued cutting was undermining the viability of the whole ecosystem. 
As Gewa is far less plentiful than previously, and as the need to conserve the SRF is widely accepted in 
Government, low cost imported waste as a source of pulp for newsprint manufacture was seen as a 

. potentially viable alternative. 

4. Until recently, KNM's production of newsprint was approximately 50,000 tons per year. 
Since 1995, production has been substantially lower due to the opening of the newsprint market to 
imports and the inferior quality of KNM production compared with imported newsprint. However, quality 
improvements undertaken at the mill, combined with the recently introduced import quota system,' have 
improved the positioli of KNM and production is recovering. KNM currently consists of the following 
main production units: (i) Gewa wood handling, consisting of intake of wood from the SRF, manual 
debarking, and intermediate storage; (ii) chemi-mechanical pulp mill for Gewa wood with two chemical 
pretreatme1 ~d mechanical pulping with grinders using Cfoot- nt possib i l i t iesn :old soda and pero 

1 Since July 1998, duty-free newsprint may only be in~uurtcru III a quantity equal w mat purcnasea rrom KNM. 
All other imports are dutiable at 15 percent. 

-. 
- - 



Appendix 9, page 2 

long Gewa logs; (111) paper mill, including three 3.6-meter-wide newsprint paper machines; (iv) repulping 
of purchased chemical pulp; (v) experimental green jute mechanical pulping; (vi) steam and electric T 
power production; and (vii) raw water intake and treatment. There is no effluent treatment plant at the 
mill. 

5.  The Government, aware of the need to make changes, requested the Bank to include in 
its loan for the proposed Project about $15 million for effluent and de-inking equipment, so that KNM 
can import waste and finally secure a reliable and cheap source of raw materials for pulp production. A 
Bank-financed study1 confirmed the financial viability of an imported waste-based process for newsprint 
and recommended an investment of $48 million to rehabilitate KNM, of which about $21 million was for 
de-inking and effluent treatment, and the remaining $27 million was to rehabilitate the existing new 
production lines. However, despite the report's projections of the financial viability of the rehabili 
option, significant other questions remain, including KNM's continued protection, ownership stru---.-, 
poor past performance, comparative advantage, and financing of rehabilita 

sprint 
tation 
chlw.- 

6.  In addition, the Bank indicated to the G U V G I I I I I I ~ ~ ~  that the most economically efficient 
option was to close the mill, compensate KNM staff, and allow free trade in newsprint. Although an 
indicative compensation plan showed that the KNM could be closed and full compensation provided to 
staff for approximately $5-6 million, the Government has not yet fully considered this option because of 
the potential social disruption that might be caused by the closure of one of the largest employers in the 
southwest of the country, and because in the Government view, there are potentially viable options for 
turning the plant into a profitable enterprise while also improving environmental quality. s 

7. The preliminary analysis contained in the 1998 consultant report included the following 
four development options for KNM, as follows. 

Option 1: Modernizati 
sustainable annual cut of ( 
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a new recycled fiber de-inking plant using imported ,wastepaper; (b) modernization of the 
mill to achieve international newsprint quality; and (c) provision of an effluent treatment 
plant. The investment cost of this option is $48 million, and it aims to promote sustainable 
forest use while also achieving KNM profitability. Profitability would require expansion of 
the mill. As the mill reaches international quality levels, exports of newsprint could again be 
considered in order to offset the foreign currency requirements of wastepaper imports. This 
option would contribute to the Project's conservation objectives and is financially viable 
(financial internal rate of return [FIRR] of 15 percent). 

/::\ Option 2: No Gewa Use. This is the consultant's preferred option, and will stop all Gewa 
tree harvesting by KNM by substituting the use of imported wastepaper as the sole source of 
Fiber. Pollution control investments would be provided. The investment cost ($48 million, of 
which proposed Bank financing will amount to a~~roximatelv $21 million) is the same as 
3ption 1, but the FIRR is higher at 19.4 perf 

, Option 3: Domestic Fiber. Under this option, tiewa wood rlber wou~d be replaced by pulp 
produced with a new green jute chemi-mechanical line. In this way, Gewa consumption ' 

would allow for sustainable forest utilization. Pollution control would be provided. This 
option, costing $32 million, is not feasible because it would be unprofitable with a negative 
19.1 FIRR, and because its environmental benefits would be inferior to those of Option 2. 

Ins for the 1 
P, 

Jaakko Poyry Consulting (1 998), A lt of Optia Khulna Newsprint r Mill. 
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(iv) Option 4: Deactivation of the mil. Prom the perspective of the end users of newsprint in 
Bangladesh (newspaper and periodicals producers), this appears to ly. the preferred option. 
This would involve closing the mill and compensating KNM staff. and is the most 
economically efficient and environmentally sound solution 

An 
'acing KT 

tionale 

8. advisory TA is proposed to be provided with the Project to make an assessment of the 
PI Wl, including environmental and social mitigation measures relating to the options for 
(i; ulgarrlmrrurr alrd management structure. (ii) international competitiveness in the absence of import 

-otection, (iii) KNM closure, and (iv) commercialization and privatization under possible new 
vestment. The recommended KNM-specific measures will be placed within the context of the 

,overnment's industry policy, including the incentive structure and environment for private sector 
development. There is also a need to reconcile private sector views, which are opposed to any pr 
for KNM. 

otection 

9. The switch to imported waste as a source of raw materials for newsprint pulp would send 
a strong signal that the long-term industrial misuse of the forest will be no longer tolerated. The Ministry 
of Environment and Forests (MOEF) and the Forest Department are of the view that if KNM continues its 
operations, it must do so on the basis of (i) immediately reduced consumption of Gewa in line with 
sustainable resource management; and (ii) a planned phasing out of Gewa by KNM, with no further use 
being permitted after a four-year period. MOEF supports KNM's switch to recycling, as this would. 
immediately free the SRF from industrial use! 

C. The Terms of Reference 

1. Objectives 

10. The objectives of the TA are to assist the Government in assessing the future options for 
KNM. The TA will expand upon the preliminary work undertaken in the consultant report mentioned 
above, and will cover additional financial, economic, and social analysis. The following issues internal to 
KNM and BCIC will be examined: (i) detailed evaluation of KNM's financial position with and without 
reform (including an analysis of options for dealing with the approximately $40 million of accumulated 
losses); (ii) detailed financial analysis of BCIC's past and projected financial position as the owner of 
KNM, including outstanding debt structure and debt servicing history; and (iii) assessment of KNM's 

. management capacity. Issues external to KNM will include (i) industry policy including protection 
measures, (ii) the need for Gewa harvests to be kept safely within sustainable limits, and (iii) growth in 
demand for newsprint. A detailed plan. for assessing the social costs of KNM closure will be prepared, 
including a compensation package for Bank financing. 

Consultants' Responsibilities 

ive inten 
. - its: an inc onomist 

--r..*.-- 

11. The TA will involve the provision off national c 
(team leader), pulp and paper mill specialist, financial analyst (pulp and paper), social builrprlaanurr 

specialist, and legal specialist. The international specialists will work in a team with four domestic 
consultants: two financial analysts, a legal specialist, and an environment specialist. The consultants will 
advise the Government and the Bank regarding the future options for KNM. The consultants should have 
extensive experience in industry economics and trade issues, pulpmill operations for newsprint 
manufacture, feasibility studies, and financial management of milling operations and be capable of 
working with Government and mill officials to collect the necessary informatiot~ with little supervision. 
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12. Industry Economics. The industry economist will address all aspects of newsprint and 
newspaper industry policy, including trade policy commitments under international conventions, demand - 
.for newsprint in Bangladesh, and private sector preferences for sourcing newsprint. 

13. Pulp and Paper Processing. The pulp and paper processing mill specialist will examine 
the existing KNM complex (pulp, hardboard, and matches), its facilities, the quality of its products and 
effluent levels resulting from operations. The specialist will also briefly review other paper mills owned 
by the BCIC and privately owned newsprint recycling mills in Bangladesh. Based on this review and 
existing proposals and plans for the KNM, discussions with industry and Government officials, and 
considering the technical alternatives for the KNM complex, the consultant will examine and further 
define the recommended options in the existing consultant's report. With the financial analyst, further 
technical and management details will be developed. Examination of other reports and discussions with 
informed persons regarding the possibilities for profitable operations at KNM will be held. Additional 
investments to reduce pollution at the existing facility will be examined and recommendations will be 
made. 

I1 lead t 
bl..A:-- +I 

.a 

ler input: 
ese costs . . 

14 Financial Analysis. The analyst will produce the team's financial report. The consultant 
wi' he two domestic financial analysts in examining the current production costs of KNM, 
incluulllr ~lle cost of raw materials, and a breakdown of costs by key cost components (e.g., pulpwood, 
ott s, labor, chemical inputs, energy, operation and maintenance, depreciation, debt servicing). 
Th ; will be compared with international standards and with other mills in Bangladesh, including 
commercial newsprint recycling companies. On this basis, and working with the processing engineer, the 
consultant will analyze the main factors limiting KNM's competitiveness, and make recommendations for 
the future, including recommendations on the steps KNPM can take to improve its financial viability. 
This will include an assessment of the current and forecast debt-equity ratio. This will be used to develop 
recommendations, if appropriate, for more effective financial management of the mill. The conversion of 
debt to equity needs to be addressed with the relevant Government authorities. ? 

15. The consultant will also (i) examine the viability of any existing proposals or plans to 
rehabilitate KNM, (ii) prepare detailed cost estimates of alternative potential investment options, (iii) 
prepare projections of revenues, (iv) prepare projected financial statements showing the viability of the 
various options, and (v) recommend alternative management and ownership options. As part of this 
exercise the consultant will estimate the financial viability, including the FIRR, of any recommended 
investments. Financing options will also be specified, including private investment, commercial finance 
and Bank fi---- 

rtal Asp . . staff in I 16. rking with KNM management and Project Khulna, 
the specialist will exanune a11 environmental impacts during design and construction and during 
operations of the rehabilitation of KNM, including: (i) assist the team and the KNM management to carry 
out an energy, chemicals inputs and water auditlassessment; and (ii) introduce appropriate measures for 
materials handling, spill and leak prevention to increase the efficiency of input use (water, oil, chemicals), 
and waste and pollution minimization. Also examined will be options for effective pulp washing, fiber 
recovery, establishment of an appropriate water balance, prevention of accidental discharges, reduction in 
equipment breakdowns, spill collection, treatment, and reuse of black liquor and heat recovery. 

17. Legal Aspects. The international legal specialist will lead the domestic legal specialist in 
examining all aspects related to existing contracts for input supplies and sales contracts as well as existing 
industry laws and regulations governing manufacturing operations in the public sector. Staff entitlements 
in terms of salaries and allowances, and other forms of compensation will be described and compared 

' 

n 
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with private sector manufacturing operations. Possible ownership alternatives including divestment of 
shares, joint venture options, management contract options, and other arrangements for commercialization 
and privatization will be examined, and drafts of relevant documentation and contracts will be produced. 

18. Social Compensation. To assist the Government in understti~ding the closure option, a 
social compensation plan will be prepared covering (i) employees by number of years in service, years to 
retirement, salary and pension benefits; (ii) calculation of compensation, based on the Government's 
existing separation scheme, known as the Gratuity and Contributory Provident Fund; (iii) reference, for 
comparative purposes, to other similar compensation schemes in Bangladesh; (iv) quantification of the 
savings from closing KNM; and (v) recommendations regarding training, pha :nsation, 
etc. 

)f compe 

3. Outputs 

19. The consultants will submit an inception report, a draft final report, and a final report to 
the Government and the Bank, with adequate copies for all participants. There will be continuing 
consultations with Bank staff during all report preparations. The final report will include a detailed set of 
recommendations, including a policy matrix for reforms and a critical path diagram showing the timing 
for key future actions. 

4. Cost Estimates and Financing Plan 

20. The total cost of the TA is estimated at $720,000 equivalent, comprising foreign' 
exchange costs of $468,000 and a local currency cost of $252,000 equivalent. The Bank will finance 
$570.000, including the entire foreign exchange cost and $102,000 equivalent of local currency cost on a 
grant basis from the Bank-funded TA program. The cost estimate includes a seminar and meetings with 
3fficials of KNM, other relevant Government institutions and the private sector on various aspects of the 
~ecommended strategy arising from the TA. The Government will finance the balance of $150.000 
equivalent in the form of remuneration of counterpart staff, office accommodation, trans 
administrative costs. The detailed cost estimates and financing plan are in Table 1. 

nd other 
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Table 1: Cost Estimate. and Financing P 
($'OW) 

on 
nal Cons - .. ultant 

ding 

5. Implementation Arrangements 

Item 
A. Bank Financing 

1 Consultants 
a. Remunerati 

Internatio - - -- - - - 
Domestic ~onsultant 

b. Per Diem 
International Consultant 
Domestic Consultant 

c. Travel 
International Consultant 
Domestic Consultant 

2 Communication 
3 Vehicle Rental and Office Supply 
4 Workshops 
5 Report and Translation 
6 Cost of Government Representative 

at Contract Negotiations 

21. MOI will be the executing agency for the proposed TA. M01 will closely coordinate all 
activities with KNM, BCIC, MOEF, Forest Department, and other relevant Government agencies. KNM 
and BCIC, operating through MOI, will provide counterpart staff and ensure provision of all information 
and data required by the consultants for carrying out the study. 

22. The Bank and MOI are committed to a participatory approach in the implementation of 
the TA. Accordingly, the consultants will confer with KNM, BCIC. MOEF and Forest Department, 
private sector companies involved in the paper industry, including newspaper and journal owners, 
newsprint importers and other informed persons, as well as with other State-owned paper companies in 
Bangladesh and other interested parties. 

Foreign Exchange 

7 Contingency " 3  
Subtotal 3 

B. Government finan 

Local Currency Total 

330 

.I 

55 

18 

A 

5 

1 Counterpart ~taff,ynclu, 
Support Staff 

2 Office Space, Furniture 
and Equipment 

3 Data Collection 
4 Seminars 
5 Local Travel 

Subtotal (B) . 
Total 

1 7 1 

42 

570 

50 50 

. 42 

55 

I 

0 
468 

16 16 

18 
2 3 

5 
10 

57 57 
20 20 

5 
10 

20 
3 

150 
252 

5 

l o  1 

20 
3 

150 
720 
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23. The consultants will be recruited for a total of 40 person-months, of which 20 person- 
months will be for domestic consultants. They will be selected in accordance with the Bank's Guidelines 
on the Use of Consultants and other arrangements acceptable to the Bank for selection of domestic 
consultants, using the simplified technical proposal format. The TA is proposed to commence in mid- 
April 1999 and be completed by the end of September 1999. The consultants should be adept in working 
with both word processing and spreadsheet software and be able to produce n report with the necessary 
supporting tables while in the field. The international consultants should each have their own laptop 
computers for the assignment. 
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FINANCIAL AND ECONOMIC ANALVCFC 

A. Introduction 

d u c t ,  ir 

Banglade 
-:r----. 

le of the 1. The Sundarbans Re 'orest (SRF) in I : country's most 
economically important biological assets and is a globally signl~lcan~ ecosysrem. The SRF provides (i) 
protection against cyclonic storms from the Bay of Bengal for approximately 3.5 million people; (ii) 
major habitat for wild shrimp, and many species of fish, birds, and other wildlife; (iii) the most important 
remaining habitat for the rare Bengal tiger, as well as several other endangered animals; (iv) tourism and 
recreation; and (v) nutrient cycling and pollution abatement benefits. The SRF also accounts for over half 
of all reserved forest area in Bangladesh, and is the largest single source of timber and nonwood forest 
products. It is estimated that the Sundarbans contributes over Tk4 billion ($93 million) to annual gross 
domestic p ~cluding ecotourism and wildlife (without valuing fuelwood). 

2. Recent inventories show that all key forest species are overexplolred. Forest product 
overexploitation is encouraged by prices for licenses and permits set well below economic levels, and 
exacerbated by illegal logging. Current levels of use may lead to the destruction of the SRF within 30-40 
years. The loss of forest area directly reduces the flow of benefits from the SRF, as has happened in the 
Chakoria Sundarbans in eastern ~an~ladesh. '  

3. The economic rationale for the Project is based on reducing resource losses and achieving 
sustainable management of the SRF, and on achieving economic growth through microenterprise 
development in the impact zone. This will require a reduction in legal harvest to sustainable levels, and 
the elimination of illegal logging. Further, the Project will improve economic policies and reform the 

f institutional framework of SRF management by removing distorting price signals, introducing 
participatory management, and improving public awareness to build support for preventing further loss of 
biodiversity. Finally, the Project will mitigate pressure on the SRF from bordering communities by 
reducing ] 17 thanas sumo the SRF through a program of --pi-sonomic 
interventio 

poverty 
ins. 

in the unding i 

B. Main Assumptions 

4. The following main assumptions are used in this appendix: 

(i) Agricultural daily wages are Tk30Iday on the basis of actual daily wages paid for rural 
laborers in the Project area; an opportunity cost of labor of 80 percent of the financial 

ge is assumed in the economic analysis due to the part-time nature of much of the wa; 
WO 

Wii riblii. Th 1 
... !hout the Project, such a scenario is a realistic poss e bna~ona sunaarbans in eastern 
Bangladesh, another mangrove ecosystem, was completely denuded over the last decade and replaced by 
shrimp-based aquaculture. 
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(ii) The analysis covers a range of typical microenterprises suitable for poverty reduction for 
the impact zone, and assesses the incremental production and incomes arising from these T, 
investments. These microenterprises include integrated poultry and livestock systems 
developed in Bangladesh and proven successful in reducing poverty--especially for 
women-at the household level. 

(ii" ' 'I values are expressed in taka in constant 1998 prices. Economic border prices are used 
the economic analysis, where available. A standard conversion factor of 0.86 is used to 
rive economic pricesof nontradables. 

e econo~ 
plementa 

mic life 
~tion. 

of the I Project i : 25 yea 

(v) Prices of internationally-traded commodities are based on Wor 
projections as used in the final report of the Project prepara 
consultants. 

us, inclu 

Id Bank 
tory tecl 

years of 

commodity price 
lnical assistance' 

i) The economic analysis covers the impact zone and the conservation of the SRF, plus the 
Project overall. It includes full or partial estimation of the incremental benefits flowing 
from sustainable management of the SRF and microenterprises for poverty reduction in 
the impact zone. 

5. -..e uovernment has agreed to eliminate direct and indirect suDsiales. These currently 
occur in (i) prices of licenses and pennits to the many users of the SRF for timber and fuelwood 

-, extraction, fishing, etc.; (ii) permits for tourism that are also below the willingness to pay, especially by 
international visitors, to comparable areas; and (iii) low contract price for Gewa wood suppli~d by the 
Forest Department to the State-owned and loss-incumng Khulna Newsprint Mills (KNM). Until recently, 
subsidies for paper production and tariff barriers encouraged inefficient use of wood for newsprint 
production. The Government and the Bank have agreed that KNM's access to Gewa will be phased out 
over a four-year period.2 

D. Financial Analysis 

6. The Project will provide alternative income-generating opportunities for approximately 
170,000 households in the impact zone. The activities will include microenterprise development such as 
integrated poultry production systems proven successful for poverty reduction by leading nongovernment 
organizations (NGOs), social forestry, apiculture, charcoal making on a pilot basis, and support for 
sustainable resource extraction activities such as fishing and. firewood gathering. Approximately 50 
percent of the direct beneficiaries in the impact zone will be women. Experience from other microcredit 
programs suggests that women would have considerable control over the earnings from their production 
enterprises. 

1 TA No. 2724-BAN: Biodiversity Conservation in the Sundarbans Reserved Forest, for $540,000, approved 
on 19 December 1996. Feasibility Study, Final Repor?, October 1997. 

2 Advisory technical assistance will examine the options for reforming KNM, including: (i) rehabilitation through 
a switch to imported low cost recycled waste as the source of pulp for newsprint manufacture; and (ii) c 
closure and compensation for redundant staff. 
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7. Table 1 gives indicative financial returns from different microenterprises. Although 
incremental incomes and returns to additional labor are small in absolute terms, they must be compared 
with average annual incomes of less than Tk5.150 ($1 13) for a third of the impact zone population. The 
bulk of the Project 'beneficiaries will be drawn from this target group. Survey evidence from similar 
projects indicate that incremental incomes of this magnitude have a large impact on beneficiary 
households by improving food security and nutrition, and by increasing school attendance of children. 

Table 1: Financial Returns ; from M :icroenterprises in the Impact Zor 

Microenterprise Moae~ I Annual Gross MmAn I Return 10 mborb I 
Poultry Key Rearer 
Social Forestry 
Net Puller 
Fish Seller 
Fish Processor 
Tourist Country Boat 
Private Nursery 
Firewood (Goran) Boat 

Social forestry is on a per hectare, annualized basis. w 

Fishing Boat 

8. Of these microenterprises the most important for income diversification purposes may be 
integrated poultry. NGO programs for these microenterprises have been proven highly successful for 

/ poverty reduction among women in Bangladesh. Within the eight key activities comprising this integrated 
system, the key rearer activity will impact most poultry beneficiaries. An indicative financial model is 
given in Table 2. 

11.140 I 74 
"cremental annual margin, in constant 1998 taka, before debt service. 
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Tab ~ l e  2: Key Rearer Poultry Model and Financial Cash Flov-" 
/-nnstant 1998 taka) 

Investment Cost 

Operating 
Revenue 
Cash HOW DGLUIG r l l l a r r u r r g  

Margin per Month (annual average) 
Return to Labor (annual average) (7 

- ---- 
Cost 

Cash Flow After Debt Service: 
Average Monthly Surplus 
Average Daily Surplus 

Mo. 1 
Year 2 

First two Year 
years onward 

" Key rearers comprise approximately 95 percent of the pou~cry enterprises 

9. Key rearers are the typical entry-level activity, from which successful participants 
eventually move on to other livestock enterprises, either within the NGO structure, or independently. 
Credit repayments for the initial investment are phased over two years, or approximately 3-4 batches of 
desi (traditional) and improved variety day-old chicks. During years 1-2, after debt service returns are 7, 
approximately Tk32 per day, rising to Tk95 per day by year 3, once the investment loan is repaid. By the 
third year, the owner is able to operate independently of microcredit services. 

E. Economic Analysis 

10. The economic analysis includes benefits from reducing the rate of deforestation in the 
SRF through protection and reduced official offtake of timber and wood products. Without project 
intervention, it is assumed that the SRF will shrink according to recent patterns of unsustainable resource 
extraction. Project preservation of forests also preserves carbon, habitat for a wide range of animals 
including endangered species, storm protection and flood control, and the ecosystem functions that are 
crucial to fisheries output, apiculture, and other natural resources. The Project also provides rural 
development benefits from microenterprise promotion to reduce the incidence of poverty in the impact 
zone, and ecotourism opportunities. Supplementary Appendix C includes details of the economic 
analysis. 

1. Timber and Wood Products 

11. A significant loss of timber stocks has occurred in the SRF over the past 100 years. The 
most recent forest inventories indicate a 7 percent decline in Sundri stocks from 1983 to 1996. The 
situation for Gewa is more critical: Gewa growing stocks declined by 58 percent over the same period, 
and will be exhausted within 12 years at current rates of extraction. The Project aims to reduce official 
harvests of Sundri and Gewa and to eliminate illegal harvests. The Government has agreed to phase out 

n 
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Gewa use in KNM, but the economic analysis assumes other users retain access to the forest, and are 
constrained to sustainable harvest levels by the Forest ~e~ar tment . '  

12. Reduced harvests initially represent a cost of preservation, in terms VI foregone timber 
revenues. Foregone revenues are adjusted downward by a depletion premium, because under the current 
cutting regime, the nation would have to turn to costly external sources to meet wood needs as SRF stock; 

. are depleted. The benefits of preservation include long-term revenues from logging on a sustainable basis, 
and the flow of nontimber goods and services that require a healthy forest. 

2. Carbon Sequestration 

3. Fisheries 

to globa 
-..*A --1 

~g .  Withc )ut the PI 
-L-- -A- 

logging, 
--I-- 

13. Carbon emissions contribute roject, cc 
land degradation and land conversion WUUIU release exlsting caroun s~ores and xuuc;e ciiruurr 
sequestration in the SRF. With Project intervention, forest stocks will recover and expand, increasing 
carbon storage in the SRF. Carbon sequestration is valued by the average global damage avoided per ton 
of carbon, based on conservative values from a range provided by the Intergovernmental Panel on 
Climate Change. Bangladesh's share of this global benefit is derived using a simple population ratio, and 
is included in the analysis because the nation suffers disproportionately from the effects of climate change 
in panel forecasts. 

14. There is a direct relationship between mangrove ecosystems ana estuarine and marine 
fisheries that rely on them for spawning grounds, shelter, sediment filtration, and nutrient cycling. The 
destruction of mangrove forests elsewhere has resulted in dramatic losses in associated fisheries (e.g. see 
para. 3). Preserving this protective function is thus valued at the avoided loss of fisheries productivity. 
This analysis uses an average net value of Tk1,752 per hectare for fish and shrimp fry harvests, applied to 
the incremental area of forest protected 
through Project a~tivities.~ This estimate is ve becal nd shrimp catch 
certainly exceed official recc 

quite cc onservati lse actur 
ords. 

d fish a] 

The Government has agreed to phase out Gewa use by KNM over a four year period, but the economic 
analysis assumes other users retain access to the forest and are constrained to sustainable hawest levels 
by the Forest Department. 

.- 2 Mitchell. Andrew. 1995. Draft Report on Natural Resource Economics, Integrated Resource Development 
of the Sundarbans Resewed Forest. Bangladesh. Khulna: FAOIUNDP. Mitchell's fishery yield and value 
data were adjusted to 1998 prices and converted to per hectare equivalents. 
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4. Nonwood Forest Products 
? 

15. As with fisheries, the preservation of forest areas also ensures the continued 
benefits from nonu ucts, such as medicinal plants, honey and wax, Golpatta, Hantal, 
grasses, shells for tl ime, and oysters. Per hectare average net values for these resources, 
adjusted by the stan actor, are used in the economic analysis.' 

5. Stonn Protection and Flood Control 

16. Healthy mangrove forests provide natural protecaon .rrom storm surges anu a drainage 
basin for flood waters, both crucial to the well-being of communities in southern Bangladesh, a region 
marked by seasonal cyclones. The cost of replacing this protective function through replanting and 
embankment programs is estimated to be Tk23,749 per hectare. 

d sustain 

Ru: 

The 
 able resc 

ral Deve lopment 

17 : Project produces direct economic benefits through microenterprises, orestry , 
an mrce extraction, net of the costs of training, NGO capacity building, stments 
to improve social infrastructure. These components will significantly increase household incomes and 
reduce the level of poverty in the impact zone for 170,000 target households. 

, social f 
and inve 

remental 
. -. 18 benefits arising from ecotourism are included. Due to a reduction in the 

scope or rnrs component, rnese benefits are estimated at only 20 percent of the level assumed in the 
Project preparatory technical assistance final report (para. 4). n 

8. Unquantified Benefits 

19. The Project will have various direct benefits, such as improved health and nutrition 
arising from better access to social infrastructure (e.g., village water and sanitation facilities) and higher 
household incomes, improved public education programs. and by-products of the poultry program, for 
participants in the impact zone. Although the economic value of these activities could be fairly large, they 
are not specifically assessed and are not included in the economic analysis. The Sundarbans provides 
habitat for a variety of species at risk of extinction or extirpation, including the Bengal tiger, leopard cat, 
dugong, saltwater crocodile, and Ganges River dolphin. Without intervention, loss of habitat will lead to a 
reduction of biodiversity for future generations as well as option and existence values associated with this 
diversity. In particular, the analysis does not attempt to quantify the value to Bangladesh of preserving the 
Bengal tiger, a prominent national treasure. 

- 
1 Ibid. 
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9. Economic Internal Rate of Return 

20. The base case economic internal rate of return (EIRR) for the Project is 13.9 percent. A 
summary cash flow for the Project appears in Table 4. 

10. Sensitivity Analysis 

21. A 25 percent increase in costs reduces the ERR to 8.1 percent. A 25 percent reduction in 
overall benefits for the life of the Project yields an EIRR of 6.4 percent. In fact, many environmental 
benefits have not been valued (para. 19), biasing the EIRR downward. A more likely scenario of a 25 
percent increase in actual benefits yields an EIRR of 20.4 percent. 

22. The analysis assumes that the economic and environmental productivity of the SRF is 
directly linked to forest cover and health, in a one-to-one relationship (100 percent linkage), and that log 
harvests will fall by 30 percent per year until sustainable targets are reached. These assumptions are 
relaxed in Table 3 to test a weaker ecosystem linkage and different rates of harvest reduction. Slower 
attainment of log harvest targets is conceptually the same as delaying project implementation. 

Table 3: EIRR Sensitivitv to Key Assumptions 

Rate c )f Reduc 
T 

EIRR ( .tion in Timber Harvests 
40% p ~ 1  y ~ t u  JU% per ye-- "3% per year 

100% 14.4 
Ecosystem 
Linkage 80% 11.8 

60% 

23. The EIRR for this Project is not very sensitive to implementation delays, but is sensitive 
to the assumed linkage between preservation and benefits. However, evidence from degraded mangrove 
areas supports the claim that the integrity of these forests is crucial to the provision of related goods and 
services. 
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Table 4: Summary Economlc Flow 
lrnllllon TK) 

*m, - 1 2 3 4 6 6 7 #  
Eaommk Costa 
A. Ell.aw. 0Ip-d (h. OmMbur Rurvd F m  

1 .E . l~DrpUmlmnC.P .c ly  28.5 151.7 8 V . 6  60.2 49.7 58.2 
2. U p O m  I U M N a W  1.7 47.6 17.3 0.2 0.0 0.0 0 0  

B . B m r r r v l y C m m a m . n d ~ R M . b h m @ m m d  
1. F W U y  1.1 564 1202 912 76.9 71.7 352 
2. &st*: R.MI 0.3 15.6 10.0 8.5 7.4 7.4 5 2  
3. W W e  0.1 5.0 4.5 3.4 3.3 3.1 3.1 
4.I*.gr*.d 7 RwkD 0.0 3 1  8 0  31 3.8 3.8 0.0 

C. 8r Drmopmdh. 
1 . N c O S o o r l U o b l ~ ) m L l a m  12.8 14.0 
2 . S o c r l F m y  0.5 2.0 
3. R m l  ~wdmnml 242 15.7 

D.EmDulmndEnvCDnnWA- 
1. Em- 3.0 192 20.3 122 12.0 90.4 
2.WA-Ropnrn 0 2  11.3 4.8 4.8 4.8 4.8 

E . T b d w A A d n r m ~ . W a * l p . m d h d r  662 lW.5 1022 7 44.2 227 1 
F . K h U m N q n U b ~ l ~ P L v l  0.0 197.8 0.0 0.0 0.0 0.0 
a. ochr 

1 . o n o D k l p h a n w r m ~ Q  
2.onpomPulcmn 8.7 S.: 
3 . F o n O m W n  105.3 109.: 

TOW P M  U 2 7  .U 

A. s u l m e  WNUa 
8. C l r b o n s . q r m * i o n ( l m I i a u l M I . ~  
c . ~ F l d r r m ( m h . n d m r m m d f a a l p m d d l )  
D. Slonn Pmalwn nd Flood M e  

' M m  mnrulr, b8nd m held *on .nd PPTA Fuml R.pm 
'AuM.dn~m*dIndrwdInPPTAFrr lR.pm.a* I . lg lMndudmhool t rdWmrpom.  






