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GLOBAL ENVIROMMENT FACILITY - Comments on Proposal
COUNTRY: Papua New Guinea ’

PROJECT: “Papua New Guinea: Forestry & Conservaticn Project~
DATR: 2 January 1998

Summary:

This is an excellent propcsal to conserve the globally
and locally important biodiversity of Papua New Guinea (PNG).
While the project fccuses on sustainable forestry and
conservation areas to protect PNG’'s rich treasury of
terrestrial forest biodiversity, the project will indirectly
contribute to the conservation and sustainable use of PNG's
wealth of aquacic biodiversity as well, due to the extensive
ecological linkages between the forests and the vast river
systems, wetlands, and coastal biocdiversity of Papua New
Guinea. Proper forest management, to be promoted by this
project, is essential for maintaining aquatic bicdiversity in
a tropical island nation like Papua New Guinea.

The project builds on the World Bank‘’s knowledge and
experience frcm the Bank‘’s longterm support of forsstry
reform in PNG. It supports the institutcicnal and colicy
reforms needed for development and implementation of legal
options for establishing areas off-limits to industrial
logging, as well as the reforms necessary for sustainable
industrial forestry. MNartural forest management and
conservaticn of PNG's diverse forests will also require
forest ecclogy research, but the procject documentcs do not
address this need. The forests of ENG are threatened by more
than forest extrac:tion, because vast mineral and pecroleum
wealth lie beneath the forests. The project’s chances for
longterm success would ke enhanced if the mining and
petroleum izterest groups were also involved as stakeholders
under che GEF ccmpeonents of the project.

The project includes a much needed Trust Fund to finance
local people’s conservation efforts and other appropriate
Steps to creace enabling conditions for local people to
support longterm conservaticon as a viable economic i
alternative for development of their resources. Through this
approach, the project actemprts to deal with two of the hard,
globally-shared realities of cocnservacion: (1) the longtan
economic kenefics from conservation cften cannot ccmpete with
the financial gains from short-term extracticn, and (2)
conservaticn success depends on local people’s decisioms to
forgo shortterm financial benefits from immediate extraction
while many of the benefits of conservation accrue to the more
wealthy, distant clobal community. Hence lessons from this
GEF project in PNG can be applied around the world.
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1.0 RELEVANCE TO GLOBAL AND COUNTRY SPECIFIC
BIODIVERSITY ISSUES:

The proposal accurately describes the high global importance
of the biodiversity of Papua New Guinea (PNG). Because of Papua
New Guinea’s historical isolation, high endemism rates, the
vastness of its forests, and great elevational gradients, Papua
New Guinea‘s lands and waters Support so much biodiversity that
it belongs to a small, select set of “megadiversity” countries
where concerted conservation could save most of the world’'s
biocdiversity. The island of New Guinea supports one of the three
remaining great forests on Earth that are globally significant
for mitigation of Global Climate Change (GCC) and therefore
mitigate against the significant negative GCC impacts on
bicdiversity globally. In addicion, this project is globally
importans, because it offers an opportunity to test innovative
incenzives for coamunity-based conservation, the results of which
can be applied globally. Thus, from a global biodiversity
interests’ perspective, the project rates “very high~.

Cn the country-specific side, the proposal does not fully
describe the immense, dirsct importance of biological rescurces
Lo leocal people. The consequences of “permanent” land capacitcy
damage from poor forestry practices (p.2) are complemented by
Severe negative impacts on health and mucriticn as well as more
general negative impacts on community social fabric and quality
of life. Destructive logging pollutes drinking water and
destroys forest-based fcod sources that provide most of the
protein for PNG’'s rural families (80% of the population).

The Constituticn of Papua New Guinea reccgnizes the
impcrtance of the country’s bicdiversicy, pledges that the
environment should be ccnserved, and supports Papua New Guinean
tradit:onal social inst:cucions and self-reliance. The population
is small, and the levels of biodiversity are great. Recent forest
Sector reforms have crsated excellent conditions for additional
progress. Hence, Papua New Guinea offers one of the best
cpportunities in the world where conservaticn and sustainable
forest management have an excellent chance of successfully

providing longterm ané shortterm benefitcs for both global and
local interests. -

2.0 Cost Bffectiveness

The GEF componenz of the project will enhance the
impaczs of the many denor-funded conservaticn projects in

Papua New Guinea by putting into place appreopriate “enabling -
condicions” for conservarion ino a high-biodiversity councry '
with a relactively small population that contrels 27% of the

land area through clan landowning groups. The Iacremental

Cost Analysis provides support for the conclusion that this

will be a cost effective addition to the IBRD sustainable
forest=y projece.
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3.0 PROJECT DBSIGN:

3.1 General:

The project design is pragmatic about what can be
accamplished in the project period under current conditionms.
It builds on World Bank’s lengthy experience in the PNG
forestry sector, and therefore lays out a realistic plan
linked to GOPNG performance. The project is not built around
a “grand plan,” but rather the project is built around a
commitment to “start at the begimning” to put in place the
necessary conditions for landowner-based conservation and
forest management. It avoids making the mistakes of the
earlier UNDP GEF project which plunged in to work at the site
level without the necessary preparaticns. This GEF project
prepesal is, however, narrowly focused on comnservation via
forestry and forest.conservation areas.

While the narrow focus is understandable, given that the
GEF project is linked to a forestry loan. the conservation -
impacts from the investment could benefit from taking a
slightly broader view. Unlike the World Bank GEF project in
Panama, for example, the PNG proposal does not attempt to
plan for future problems, such as supporting incentives for
structuring the forest industry‘’s growth and investments in
ways that will provide employment opportunities for the
rapidly growing population (population growth that will
increasingly threaten forests and bicdiversity if livelihood
oppertunities are not diversified). Nor does the project
attempt to address the stakeholder interests, or potential
contributicns, of other extractive industries affecting
forests -- such as the threars and benefits from
mining/petroleum extraction in a country known to have vast
mineral and petroleum wealth beneath its forests.

The project has four components, and GEF funding is
proposed for two of the components -- conservation trust fund
and landowner forest decision-making. The other two
ccmponents could have more significant comservation impacts
if they provided incentives for forest estates to include
small conservaticn areas or special management cptiocns for
endemic species found within their borders. PNG has many
endemic species with wery restricted ranges. Highly local
endemic species can only be protected wherever they occur,
because the majority cannot be protected by a limited number
of large comnservation units. The PNG Conservation Needs
Assessment identified over seventy areas of high biodiversity
and noted that, due to the poor information about PNG'Ss
forests, environmental assessments often uncover unique areas
of forests, rivers or wetlands that also deserve protection. -
Options for management of endemics and unique biodiversicy
within forest esctates could be added to the provision for
mandated “conservaticn set asides” selected to ensure forest
regeneracion within Forest Management Areas (Annex 4) .

wWhile a Trusc rfund and improved landowner awareness of
forestry and conservation opticns will go a logg way tqward
improving the prospects for conserving PNG’'s biocdiversity,



ANNEX .4
Page 4 of 7

- Alcorn, December 31, 1997, p.5

longterm conservation success in PNG will require collaborative
efforts between mining companies, petroleum companies, logging
companies, landowners. and governmment. Given: (a) that high
financial benefits from mineral/oil extraction compete with
conservation benefits, and (b) that positive examples of
petroleum and mining company contributions toward conservation
do exist in PNG, and that there are cases where a petroleum
ccmpany’s conservaticn investments have been undermined by
logging companies; I recommend that the project team explore
options for including mining and petroleum interest groups in
dialogues related to trust funds, conservation area options,
and land use planning.

3.2 Participation of Stakeholders

a) Lapdowning Clans:

Landowner participaticn is key to this project since it is
designed to influence landowners’ decisions to conserve and
manage forests. The exact mechanisms for the participation
¢cf “landowning clans” or “landowners” in designing and
evaluating the success of the awareness component, the legal
framework options, and the trust fund component are unclear.
Such mechanisms for “true participation” (vs. consultation)
in substantive project decisions should be designed before
the initial stages cf project implementation.

b) NGOs:

Given the focus on landowner awareness and options for
landowners to participate in conservation and forest
management, the project design team clezrly understands the
importance of enhanc:ing landowner particiiacion. They have
already made sericus efforts to consult NGOs about ways to
ensure landowner particization in the design. It is worth
remembering that the interests of intermational NGOs may or
may not coincide with those of national/local NGOs. How will
the project avoid surporting internmational NGOs at the
expense of raticnal/local NGOs‘’ growth and participation in
national political life? NGOs‘’ interests may not coincide
with those of landowners. How will the project support
mechanisms for holding NGOs accountable to landowning clans
if NGOs play incermediary roles?

c) Logging Interests:

Logging companies and GOPNG agencies that benefit f£rom
logging are reccgn:ized as key stakeholders as well as posing
risks to the projectz. The World Bamk has extensive experience
working with the GCPNG actors, but it will be challenging to
stimulate compliance with the forestry laws and otherwise
engage the intermart:iocnal companies as stakeholders with
longterm incerest iz the resource base.

d) Mining & Petroleum Interests: :

This interest group should be engaged under the GEF
components of the project at least. While adding these
interest groups complicates the project, logging and mining
companies hold claims to the same forests. Solutions for
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sustainable forestry cannct be achleved by only working in
the forestry sector.

3.3 Trust Pund

The Trust Fund will provide badly needed funds for local
censervation efforts, but without appropriate clan/community
governance institutions, the Trust Fund may not achieve its
goals. While the project documents discuss in some detail the
GOPNG issues associated with appropriate policies and mechanisms,
it is not clear how the project plans to address one of the
thorniest problems for implementation -- the challenge of
ensuring that broad segments of a landowning clan benefit freom
forestry and conservacion, neot just a few “big men” leaders.
The project document acknowledges this concern on p.l4, in the
Critical Risks table., where iz is noted that “existing landowner
campany representatives” could “undermine new participatory
arrangements,” in the lessons on p. 10, para.a, and on p.l2 where
it notes “representative landowner structures for resource use
and revenue sharing, and for utilization of conservation grant
funds, will have to be effecrtive.”

While the project correctly focuses on steps to ensure that
landowners have the information they need in order to make
informed decisions, more attention should be paid to “who” will
make those decisions on behalf of the communicy. What will be
the legal personality of the landowning group making the
decisions and being held accountable? How will the project take
steps to strengthen/create governance institutions of landowning
groups sc that the benefits will provide sufficient incentives to
affect the behavior/decisions of the communiczy as a group? These

questions need to be answered before the Trust Fund begins
operation.

In order tc benefiz mere than just the politically powerful
families in the cermunity, preparation of conservaticn projects
for submission te the Trust Fund should be a slow process that
educates with new information, weighs options, and builds lecal
concensus, but the project document supports “quick means” (p 7).
While a quicker resolucion than the bureaucratically-slowed
Wildlife Management Area (WMA) process is definitely desireable,
informed ceoncensus should be allowed the time required. The
slower process would likely involve NGOs, Landowner federations,
and/or Trust Fund program staff. Communities will be unlikely to
have the capacity to write proposals alone. Likewise, time will
be required for landowner groups to learn/create ways to monitor
the :implementation and impact of their projects. The Trust Fund
must expect some failed projects and rough start-up periods as
part cf the communities’ learning process. The longterm benefits
of taking this approach include the likelihood of improving the
livelihoods cof more people and thereby enhancing lcngterm
coammunicy commitment to sustainable forestry and conservation.

While the project proposal describes a “competitive” process
for selectinc Trusz Fund grantees, I reccmmend that the project
team consider the alternative of fcllowing the Ford Fouqd;cion
approach. Instead cf building a program arcund a competition of
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Proposals, Ford program officers use clear criteria for building
4 portfolio cof promising groups’ projécté‘b?“§e¢é¢:ing strategic
Places/institutions for achieving country-wide impact, and then
making a commitment to invest in and nurcturing those groups to
achieve their objectives, rather than relying on campetitions
that can (a) undermine commitment to conservation among the
“losers,” (b) fail to pPick real winners by selecting grantees
according to their Proposal writing skills, and (c) fail to
result in a portfolio of projects that test a range of options
and have strategic censervarcicno impact. The Trust Fund design
team could also benefit from institutional Strengthening lessons
frem Forad’s communicty forestry programs in Nepal (including a

3.4 Accountability:

Annex 1 lays our some very good mechanisms for monitoring and
evaluacing the performance of this project, but it is not
Clear how/if bicdiversity will be monitored. Shouldn‘t GEF -
eénsure funding for monicoring the success of the Trust rFund
a4S a comservation mechanism?

It is good to see “independent review” as part of the
evaluation process, but itz isn‘t clear whether this includes
independent evaluation by NGOs and Landowning clans (both the
owners of the forest in question and other interasted
landcwners from other areas), or just by ocutside consultants.
Pericdic landowner evaluation of precject cutputs would
provide critical data for monitoring project success:; this
would build on the current surveys of landowner opinions
abouc their éxperisance wich forestry concessions (Annex L,
B.2 top).

Commmunicy-ktased menicoring and evaluaricn of projecs
Impacts would contribuce both toward accountability and
teward Strangthening ccmmunity commitment co ceonservacticn
objecrives. Mechanisms should be established to enable
cermunities, private Sector, NGOs, and other stakehglder
groups to offer feedback to project staff and representatives
cf GOPNG naticnal and provincial agencies,

Good technical information will ke the essential basis
for ceveloping good regulations to which forestry operations
will be held acccouncable. vYet, the pProject documents do not
describe any research component £or developing sustainable
nacural forese management. How will “sustainable levels of
cut” (p.l0) be determined? Will the Trust Fund support -
applied research in order to develop good management plans to
meet national and lecal needs? Existing informarion akout
PNG's forests anpd biodiversitcy was gathered by DEC’s
Conservation Needs Assessment in 1992, and ar that time major
infarmarcion gaps were also identified ar the naticnal level.
Very little is known about the ecology of PNG’s diverse
forests, vet an understanding of the ecology is essential to

' gocc narural forest ranagementc.
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At local levels, the best sources of information are
likely to be found among the community members themselves,
but it is likely that additional research will be needed to
evaluate management options. PNG has some good examples of
participatory, applied research through Christensen Research
Institute and Wau Ecolegy Institute. .

The Envirommental Protection Authority (EPA), if more
effective than the current Department of Enviromment and
Conservation (DEC), could play a very impeortant role in
holding govermment agencies, logging companies, NGOs, and
landowner groups accountable to envirommental and forestry
laws. The appropriate major issues related to the EPA (p.7)
will be addressed during project preparation.

4.0 FEASIBILITY:

To my knowledge, the project documents recognize and accurately
evaluate the primary economic, political and bureaucratic risks
confrcnting this project. The project’s chances of achieving
longterm success are currently primarily limited by (a) its
ability to counter the financial incentives and envirommental
damage from extractive industries and (b) institutional
weaknesses in GOPNG. But the risks of unsustainable forest
management due to lack of good ecological information are not
mentioned. I do not know if this is an oversight or if the risk
is felt to be minimal because other projects will be funding the
required forest ecology research.

The Bank’s extensive experience in the FNG forestry sector
has enabled the prcject team to make a well-informed assessment
of options and design a project that is feasible as designed.
The project takes scme risks, but the potential benefits merit
these risks. It would also be feasible to involve other
extractive indusctry interests in the Trust Fund design and
Landowner awareness effores. I recommend that the project team
consider involving mining and petroleum interests, as well as
logging interests, in the GEF portion of this project.



