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PART I: PROJECT IDENTIFICATION

GEFSEC PROJECT ID: 2369

GEF AGENCY PROJECT ID: TBD l':ﬁ';’g:g“z CALENDE‘S cted
COUNTRY(IES): Peaople’s Republic of China Dpates
PI.QO.?ECT TITLE: An IEM Approach to the Conservation of Work Program (for FSP) APR 2008
Biodiversity in Dryland Ecosystems

GEF AGENCY(IES): IFAD CEO Endorsement/Approval JUL 2008
OTHER EXECUTING PARTNERS: MINISTRY OF FINANCE (MOF) AND IGE'IZ Agency Apgroval Agl%zz%%%
SHANXI, NINGXIA AND GANSU PROVINCES mplementation Start

GEF FocAL AREA (S): Biodiversity, Land Degradation Mid-term Review (if planned SEP 2012
GEF-4 STRATEGIC PROGRAM(S): Biodiversity SO1/SO2 & SP3/Sp4; Implementation Completion JAN 2015

LD (SO2 & SP1, SP2)
NAME OF PARENT PROGRAM/UMBREL LA PROJECT: PRC-GEF Partnership on Land Degradation in DrylBodsystems

A.PROJECT FRAMEWORK

Project Objective: The goal of the proposed Full-size Project is to ehisignificant reductions in loss of biodiversitysielected dryland ecosystems
affected by land degradation in three provinces in &hilVestern Region. Progress towards meeting thisigmdd be achieved through the development
and implementation of pilot integrated ecosystenra@gghes designed to protect and rehabilitate exigtiotgcted areas threatened by non-sustainable|land
use practices contributing to land degradation at agetieforestation, over-grazing and illegal huntiimgperent to the proposed objective and approagh is
the need to address the underlying issue of poeedyits reduction; a key causal factor contributmthe aforementioned threats and loss of biodiversit
Project Investment Indicative GEF Indicative Co- Total
' Financing* financing*
Components TA, or STA** Expected Outcomes Expected Outputs o 9% s 9% ($,000)
1. Policy re- TA improved policy formulation in | Policy analysis and 334 25| 1,007 75 1,341
alignment and support of biodiversity draft policy statements
Institutional conservation and mainstreaming prepared;
Strengthening of biodiversity principles in field testing of pilot
local/provincial policy policy alternatives;
frameworks and processes training courses and
workshops
2. Community- | TA widespread inclusion of ecological maps, 1,720 9| 17,736 91 19,456
based Invest ecological principles in the village level
Ecological village planning process, interventions designed
Planning and adoption and upscaling of to rehabilitate small-
Restoration & validated alterative livelihood | scale degraded areas,
Alternative options designed to reduce field testing of “pilot”
Livelihoods poverty and pressure on candidate alternative
biodiversity resources in and livelihood options
adjacent to existing PAs (see designed to reduce
component 3 below) non-sustainable
livelihood practices
affecting biodiversity
3. Protected Invest increased protection of management plans, 1,680 27| 4,434 73 6,114
Areas TA biodiversity and sustainability of| boundary demarcation
protected areas, strengthening ¢ increased capacity
the PA system nationally among PA staff,
modest investments in
PA-related equipment
and infrastructure
4. Increasing TA increased public support for public awareness 180 31 407 69 587
Public conservation of biodiversity materials and events,
Awareness cross-site visits
5. Monitoring & | TA up-scaling the project approach| M&E plan, timely 331 51 313 49 644
Evaluation and in other intra and extra-provincig M&E reports,
Information areas publications,
Dissemination homepage
5a. Project management 300 33 603 67 903
Total project costs | 4,545 16 | 24,500 84 29,045




B. INDICATIVE FINANCING PLAN SUMMARY FOR THE PROJECT ($, 000)

Project Preparation* Project Agency Fee Total
GEF 350 4,545 450 5,349.5
Co-financing 485 24,500 24,985
Total 835 29,045 450 30,334.5

' PDF Block B approved from GEF 3 and advanced feesived on PDFB

C. INDICATIVE CO-FINANCING FOR THE PROJECT (including project preparation amousty SOURCE and
BY NAME (in parenthesidf available,($)

Sour ces of Co-financing Type of Co-financing Amount

Project Government Contribution Cash 16,990

IFAD Cash 6,496

Beneficiaries in-kind 1,499

Total co-financing 24,985
D. GEF RESOURCESREQUESTED BY FOCAL AREA(S), AGENCY (IES) SHARE AND COUNTRY (IES)*

GEF A Country Name/ (in$)

gency Focal Area ;
Global Pr ;: :rjzi:itonl Project AgencyFee Total

IFAD Biodiversity China 210 2,727 2727 3,209.7

IFAD Land Degradation China 105 1,818 181.8 2,104.8

IFAD IEM China 35 NA NA 35

Total GEF Resour ces 350 4,545 454 5 5,349.550

PART 11: PROJECT JUSTIFICATION
A. STATE THE ISSUE, HOW THE PROJECT SEEKSTO ADDRESS T, AND THE EXPECTED GLOBAL ENVIRONMENTAL BENEFITSTO BE
DELIVERED:

The vast area that is China (9.6 million3raxtends over a highly diverse topography and mpemying climate regime
that in terms of biodiversity combines to contribtid making it one of the world’s mega-diverse ¢daa. There is an
estimated 599 distinct terrestrial ecosystems im&twhich in turn can be broadly categorized irdes$ts (212), shrub
lands (113), steppes (55), meadows (77), savaii@asdeserts (52) and alpine tundra (17). Ovepd@ent of China is
forested with some 340 forest types ranging fravpitral forests to temperate conifer forests. By est@mate, China is
thought to possess some 83,000 species (excludiag-organisms and insects) of which some 33,00£cisg are
higher plants accounting for over 11 percent obrded plant species world wide. An additional & 3pecies are
vertebrates representing some 14 percent of thielwaial. Despite the significance of China’s endwent, much of the
country’s rich biodiversity is under severe thred¥lain categories of threat are: overgrazing ofsglands, loss of
wetlands, commercial and illegal logging, over-ating of specific species, mining/resource exatwn, urban
expansion, monocultures, invasive alien speciescéinthte change. The biodiversity in China’s wastprovinces, a
region which comprises some 350 - 400 million peapid the highest incidence of poverty in the ayuig particularly
at risk. The vast western region of China is theaanost intensively affected by land degradatidre dombination of
the arid/semi-arid climatic conditions, the low sgstems NPP production and the high populationspresand stocking
rates has resulted in further degradation and ppveata from the region (SEPA 2001) indicates thatlerate to severe
land degradation affects about 50 % of the arela it % of land is exposed to wind erosion, 16 %vater erosion and
more than 10 % to advanced desertification. Langratiation is a result of climatic, environmentadamuman
management conditions. Major causal factors dmuiiirig to the threat are non-sustainable land tsetipes, principally
overgrazing of grass lands, poor agricultural pecast conversion from traditional farming/land asel grazing patterns
of rangelands to more intensive systems, deforestaf hill slopes and inappropriate cultivationstéep slopes, neglect
of communal conservation practices under the naal system, improper management of soil and wateirrigated
lands including ground water resources. Commaongtispring winds in north china are also affectiing loess soils
and degraded rangelands.

Root causes of land degradation in China relatetalshe decrease in land resources per capita (aXor arable land,
0.17 ha for forests and 0.22 ha for rangelandss iBhcoupled with high incidence of rural poveitymost vulnerable
ecosystems (90 % of poor live in areas of moda@tsevere land degradation). High demand for bignfas rural
energy (about 70 % of rural energy in natural dtivated biomass) has lead to further land degradat



Land use and land management policies are implerdénta top-down fashion; they do not often resgieetprovincial
and site conditions. Sector-driven management ackl éf coordination between ministries and betwesgional and
local administrations are leading to scattered awerlapping SLM interventions. There are no adesuagulatory
environments for dealing with land degradationfinancial incentives for conservations.

Non-sustainable land use practices have also affeébe functioning of the associated ecologicalesys which in turn,

further exacerbates the loss of biodiversity ad aglcontributes to undermining basic watershedtfans and declines
in air quality; a major issue in China which hasams-boundary dimension. Other major sourcesritaning to the loss

of biodiversity in China’s western provinces inaguitlegal logging, mining (in certain provinceshcawidespread use of
single species in reforestation efforts.

The PRC is well aware of the significance and miaglei of the problem and to its credit has reachediraber of

milestones and supported the development and inguitation of several large-scale national programserms of

conservation of biodiversity past milestones inetudi) China’s signing of the CBD (1993), (ii) peepation of a
Biodiversity Action Plan shortly (1994); (iii) estishment of a Steering Committee for the impleragah of the CBD;

(iv) passage of a large body of national and prdainlegislation in support of biodiversity consation, and (v)

inclusion of a number of explicit objectives andattgies in support of biodiversity conservationtfie 11" 5 year

National and Provincial Socio-economic DevelopmBtans. Similarly, PRC’s approach to LD has beenally

credible. Major national and regional programg tteve addressed the issue include: Cropland CsioveProgram, (ii)
Forestation of the upper Yellow River Program) @iiast Growth Forestry Program, (iv) Sand ControlgPam for Areas
around Beijing, (v) Natural Forest Protection Pesgrand (vi) Program for the Protection of Wild Rtaand Animals
and for the Establishment of Nature Reserves. M@edn the western provinces, PRC has budgeted: 90886 13

billion over a 10 year period to address soil emosiThese earlier efforts have recently been com@ited by the new
China Biodiversity Partnership and Framework fortidkc and the PRC-GEF Partnership on Land Degradatio
Dryland Ecosystems, respectively.

Despite these past and on-going milestones andgrsy the loss of biodiversity will likely continder the
foreseeable future. Critical constraints identifisn the aforementioned Biodiversity Action Framekvo
include: weak governance, lack of an overall stiateapproach to biodiversity conservation, a weak
institutional framework, lack of financing, shoreagf research and technical capacity, low publiarawess,
and weak coordination and cooperation amongst lo@dlonal and international partners. Moreovehas
been demonstrated that conservation of biodiversity not be limited to sector-specific amdsitu only
measures. The proposed Project will support diets/that complement the existing IFAD-supporteojguts

in three different eco-zones located in the westovinces of Shanxi, Ningxia and Gansu, respelgtive
Applying the Bureau of Environment's eco-divisioonffication scheme these are: (i) northern Shanxi
mountainous and hilly zone (Shanxi), (ii) centrah@kia arid wind and sand ecozone (Ningxia) anjl Ipess
plateau gully zone (Ganzu).

Each ecosystem is characterized by an existingegted area. These are: Mt. Luya National NaturgeRe (Shanxi),
Mt. Luoshan National Forest Ecosystem PA (Ningsiadl Taizi Mountain Provincial PA (Gansu). Projectivaties will

be focused on these systems. The project areapriovBices are national or provincial nature resemith biodiversity
conservation significance. They are rich in int¢ioreal endangered and threaten species (IUCN Rst) bf threaten
species and national key protected animal list.nfptas include Crossoptilon mantchuricum, Ciconia nigra, Aquila
chrysaetos,Gypaetus barbatus, Otis tarda, Panthera pardus, Moschus moschiferus in Shanxi; Luyashan national nature
reserve. Species likelaliaeetus albicilla, Otis tarda, Otis tetrax, Ciconia nigra, Felis bieti, Felis manul, Gazella
subgutturosa, Cyguns cygnus, Platalea leucorodi Anthropoides virgo are found in the Yinxia Habahu national nature
reserve. The Gansu Taizishan nture reserve is honspecies likePanthera uncial, , Moschus sifanicus, Terastes
sewer zowi, Aquila chrysaetos, Gypaetus barbatus,Aquila heliaco, Tetraophasis obscurus. The project areas is also hosting
many global important conservation plant specieshsas Ephedra intermedia, E. sinica, Glycyrrhiza uralensis,
Agropyron mongolicum.

Shanxi hosts more than 400 species of terrestrial wilagnafs, including some 70 species of rare animaleusthte

protection. The 14 species under first-class ptimtiednclude white stork, black stork, golden eaglea eagle, vulture,
brown pheasant, red-crowned crane, great bustaoghatd, tiger and sika deer. The 56 species uretmnd-class
protection comprise 40 kinds of birds, two kindsaofphibians and 14 kinds of beasts. In additicgrglare more than 20
species of fur-bearing animals, including otter,rtdia foina, raccoon-dog, leopard cat, yellow weasatlger and fox.
Table animals include hare, wild boar, ring-neckbéasant, rock partridge and partridge. There lateraore than 70
species of medicinal-supplying animals. The paldicecosystem of Luya Mountain is located in thetmd.uliand
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mountain range and is one of the famous tourigicitbns of Shanxi. The ecosystem is home to 91liEsN386 genera
and 814 species of vascular plants. Luya Mountaial$o home to the importaharix principis-rupprechtii vegetal
formation that plays significant roles in water servation, eco-tourism, and biodiversity in theaar€he reserve is
habitat for many of the above fauna spectgansu is also home to 659 species of wild animals, inclgdhe giant
panda Ailuropoda melanoleuca), snub-nosed monkeyPygathrix roxellana Pygathrix), antelope, snow leopard, deer,
fawn, musk deer, bactrian camel, and 24 other-dlests rare animals under state protection, andsg¢éties of birds.
There are over 4,000 species of wild plants inclgdd51 species of medical value. Among the plahtaeaxdical value,
450 species, such as angelica rofgglica archangelica), rhubarb Rheum officinalis), hairy asiabell rootRadix
codonopsis pilosulae), licorice root, the bark of eucommia, glossy gderona, and Chinese caterpillar fungus. Gansu
holds second place among China's provinces anch@utmus regions in the variety of medicinal herbg.tiBe end of
2005, the province of Gansu had established 54 eatserves. Although suffering severe environnedggradation
over recent centuriedlingxia supports a wide variety of species of biota. Niagg small relative to other provinces in
China, representing less than 1% of China’s lama @and 1% of the natural wetland area. Howeverpthportion of
species in China represented in Ningxia is relgtikiggh with 7% of vascular plants, 9% of fish, a2t of birds.

The proposed Project would provide support for itt@emental costs associated with intervention$ #uress the
conservation of biodiversity and existing threa@tsame associated with non-sustainable land ustiges contributing
to land degradation and their underlying root caugithin an integrated ecosystem management (IEdMhéwork. The
Project will build on and strengthen the existiragdline by: (i) supporting a policy component;) Kiiilding capacity
through strengthening selected local, regional, pravincial PMOs and main-line executing agencibi As) to
develop a more coordinated and integrated apprdachhe conservation of biodiversity and sustainalded
management; (iii) implementing on-the-ground, pilieid activities designed to address specific /agdhi-arid land
environmental issues and their underlying root eaulreatening biodiversity; (iv) providing diresttpport to the PAs;
and (v) increasing public awareness of the valubiadiversity and the consequences of its losstdumn-sustainable
land use practices.

Global environmental impacts that are expected doruge through supporting the project's approacHude (i)
conservation of biological diversity. This wouldanr both through: (a) providing direct supportetasting protected
areas, (b) adopting sustainable grazing and agr@limanagement practices threatening the aforéomed PAs, (c)
recovery and supporting increased protection offtgraded arid and semi-arid lowlands together utland protected
temperate forests currently under threat of enénomanit and (d) promoting the preservation of thesgstem integrity
and recovery of its functions and services; (iilndastrating cross-area synergies associated wathi¢elopment and
implementation of site-specific IEM interim straiieg and plans that will guide project activitiesi) (CO, avoided
through promotion of use of appropriate renewahkergy technologies designed to reduce pressurerestfresources
in the project sites; and (iv) experiences andstées-learned” that could prove to be catalytichaping PRC'’s efforts to
address non-sustainable land uses at a scale théd eventually reduce trans-boundary levels of dabiorne
particulates. Global environmental benefits that axpected to be yielded through SLM are: (i) ragng and
provisioning services of ecosystems in particulatriant cycling, the global carbon cycle and therjogical function
in key ecosystems of global importance (i.e. bieddity hotspots and protected areas), (i) reduyseztsure and
encroachment in selected biodiversity hotspotsthait buffer zones, (iii) reduced habitat and larage fragmentation.
Furthermore the BD/LD blended nature of the projeitit generate feedback loops that will enhance dbientific and
practical knowledge and improve impact and costatiffeness future GEF and non-GEF investmentshéumrtore the
project is aiming at the promotion of integratedvband biodiversity ecosystems in three differerdvimces. This will
lead to significant results in terms of approadas techniques that could be up-scaled elsewhezgiima and in similar
ecological and socio-economic setting across theeaglLinkages with the China Biodiversity Partngrsind Framework
for Action will offer a platform for disseminatingpod practices and coordinated investments thdgeriwo focal areas.
Coupling SLM and BD operations will also offer goexhmples for cross focal area and cross-convensipmergies that
could serve as model for other projects at theallsbale.

DESCRIBE THE CONSISTENCY OF THE PROJECT WITH NATIONAL PRIORITIES/PLANS:

The proposed Project is compatible with all of Gfsnmajor national development and environmentagy@ams. These
include: (i) 14" National Five-year PlanChina’s 11th National Five-year Plan (2006 - @0itlentifies “protecting the
eco-environment” as a key strategy and for the finse explicitly mentions the need for the protectof biodiversity.
These objectives are reinforced in the" Rive-year sector plans for environmental protegtitorestry, fisheries,
agriculture and land resources as well at leagira@incial 11" Five-year plans; (i) 1 Five-year plan for Overall West
Development One of the key principles guiding the Westeev&opment Strategy is the need to strengthen omggo
ecological construction and environmental protectativities emphasizing the sustainable use afrahtesources to
provide ecological security for the Western Proesiq(iii) Agenda 21China's Agenda 21 specifically addresses Project
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relevant issues in the following chapters: Strategind Policies for Sustainable Development (Cha}teEconomic
Policies for Sustainable Development (Chapter 4jt&nable Development Information Systems and HuR@source
Development and Capacity Building (Chapter 6); kratibn of Poverty (Chapter 8); Sustainable Agtierd and Rural
Development (Chapter 11); Conservation and Sudikndse of Natural Resources (Chapter 14); Conservaf
Biodiversity (Chapter 15); Combating DesertificatiiChapter 16); and Public Participation in Susthia Development
(Chapter 20) and (iv) NEARChina's National Environmental Action Plan (1992000) which was completed in 1994
identified among other environmental issues, saikien, grassland degradation and loss of ecosgstem species as
major national environmental priorities.

. DESCRIBE THE CONSISTENCY OF THE PROJECT WITH GEF STRATEGIESAND STRATEGIC PROGRAMS:

The proposed project is fully consistent with relevGEF strategic objectives and programs for GERder two focal
areas, namely LD and BD. The project is primariigreed with SO1 (to catalyze the sustainabilitypobtected area
systems) and SO2 (to mainstream biodiversity imlpction landscapes and sectors) of the biodivefsigl area. This is
ensured through the projects targeted interverntighree ecological zones that hold each one PfesysThese are: Mt.
Luya National Nature reserve (Shanxi), Mt. Luoshational forest ecosystem PA (Ningxia) and Gandgigizan nature
reserve (Gansu). SO2 is accommodated through tijecprapproach that is adopting a participatory IBpproach to
conservation coupled with a strong component orncyak-alignment and institutional strengtheningview of an
improved policy formulation in support of biodivéysconservation and mainstreaming of biodiversgitinciples in local
and provincial policy frameworks/processes. SLMviats will mainly relate to SO 2 (Up-scaling SLivestments that
generate mutual benefits for the global environnagck local livelihoods). The project will respordthis SO through its
component 2 (community based ecological planning) @storation and alternative livelihoods). It wibbnsist of an
innovative combination of SLM (on small scale defgm sites) with ecological principles in the vikaglanning process
leading to restoration activities that meet envinental/conservation objectives and generate atliegenancome for the
local communities.

The proposed Project is specifically in full comfdty with the Biodiversity Focal Area Strategy und8EF-4 in

supporting SP # 3 and SP # 4, respectively. Spallif, the Project would support the strengthenifiderrestrial PA
networks through providing improved ecosystem cagerwithin the broader context of China’s natidhalsystem and
increasing existing capacity to manage selected PAgstrative activities supported by the propbgeroject include
preparation of management plans, demarcation,gtirening of existing staff capacities, increasinglfc awareness of
the importance of biodiversity conservation and tthie PAs play in addressing the issue and modestsiments in
equipment and infrastructure. Under SP # 4, tiogeBt would contribute to the strengthening of éxésting policy and
regulatory framework by mainstreaming biodiversitythe planning and policy formulation processegafticipating

provinces. The incorporation of measures to caesand sustainably use biodiversity in non-envirental sectors
would be achieved through providing support forib&sining in biodiversity conservation and ecaotag principles and
the development of multi-disciplinary approachestla local at the village and provincial level tapport the

incorporation of biodiversity principles in relexgiolicy formulation and planning processes.

The proposed Project also fits fully with the GEB#ategy for the Land Degradation FA. Firstsitlirectly supportive
of sustainable land management (SLM) principlegcetl and applied to control and prevent land dizgien that
threatens the conservation and restoration of béwdity in selected pilot sites. Second, it sufparlandscape approach
through the application of an of integrated ecasysinanagement (IEM ) strategy as the integratimenéwork to
address biodiversity conservation threatened bysustainable land use practices. The selectiomefparticipating
provinces and specific sites also reflect GEF I\nities to focus on areas severely affected byhubwith the potential
for improvement through the creation/existenceroéaabling institutional environment. Specificallye Project is most
closely aligned with SP # 1 in providing support fustainable rangeland management and naturalroeso (thus
reducing pressure on adjacent PAs) and SP # 2ghrsupporting interventions that reduce pressuresami-arid
forested ecosystems and support for their sustizimabnagement.

. OUTLINE THE COORDINATION WITH OTHER RELATED INITIATIVES:

China Biodiversity Partnership and Framework fortidt. The aforementioned Partnership is composed gf ke
stakeholders from China’s biodiversity conservattommunity who have come together to address ttieatithreats to
the country’s biodiversity and the barriers thatpéde the development of effective mitigation measur An
accompanying Framework for Action has been develdpea 10 year period (2007 — 2017) with the gafedichieving

“a significant reduction of the rate of biodiveysds a contribution to China’s Sustainable Develepii Key themes
and selected results identified in the Framewoekt the proposed Project supports include: (i) inaprg biodiversity
governance (institutional framework for biodiveysis supported across sectors, public supportivebiotliversity
conservation, broad stakeholder role in biodivgrsiinservation); (ii) mainstreaming biodiversitydrsocio-economic
sectors, plans and investment decision-makingpdibérsity conservation mainstreamed in local pla(is) investing
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effectively in reducing biodiversity loss in PAdfeetive governance for the national PA systemiomatl/provincial PAs
are effectively managed, have stable finance aoddlocal stakeholder participation and suppotheir management);
and (iv) investing effectively in reducing biodigély loss outside of PAs (land-use planning and agament systems
contribute to biodiversity conservation, restonatod critical ecosystems).

IFAD will become a member of this partnership ahd proposed project will directly contribute to @gerreaching
objectives through its operations in the three mes. The project will contribute to momentum Hing around the
relevant programs of other partners and will lead shift in the local and national approach talbiersity conservation
and sustainable use, to a fuller integration ofilviersity into development and integrated ecoldgdtanning at the local
level. The project will provide a vehicle at thedblevel to address barriers to biodiversity covaton and sustainable
land management. Specifically, the proposal shiatctly contribute to the CBPF by developing catianass of
activities for successfully addressing the drivadrbiodiversity loss in the three provinces of QgriShanxi and Ningxia.
It will also provide (within the CBP framework) &ang platform for exchanges and improved commuitina between
global, central and local stakeholders and govenmmpelicy-makers and technical experts while getiregaand sharing
responsive and viable mechanisms for conservaiioa.project will certainly work towards encouragedrdination and
synergies amongst Chinese partners to progressbralg large number of biodiversity stakeholdersath within a
coherent framework at the three provinces.

GEF Partnership on Land Degradation in Dryland Estesns The PRC-GEF Partnership aims to reduce povarntgst
LD and restore dryland ecosystems in the countgstern Provinces and is governed by the CountogrBmme
Framework (CPF) which covers a 10 year period (200832). The CPF provides a coherent frameworlpfaritizing
and sequencing interventions that integrate LD rotsit biodiversity conservation and carbon seqaéstr with PRC
planning frameworks. In CPF design, it was cleat thther GEF IAs/EAs as well as bilateral agengvesild play a
significant role in the execution of the PrograrheTinitial concept proposal (supported under a GHEHock B grant)
was submitted under the PRC-GEF Partnership on [Gmgtadation in Dryland Ecosystems The ADB subseilye
endorsed the concept proposal under the Partnership

DISCUSS THE VALUE-ADDED OF GEF INVOLVEMENT IN THE PROJECT DEMONSTRATED THROUGH INCREMENTAL REASONING :

Without the GEF: Land degradation is contributing to significamgdes in the productivity of the country's land$ciwh
bring with it enormous socio-economic consequeraewell as adversely affects the nation's food yrtidn and

security. It also contributes to reduced levelsafbon sequestration, particularly associated loigs in forest cover,
rangelands and pastures, all important "sinks"asban dioxide. Deforestation, non-sustainable atjtical practices,
and the conversion from traditional grazing paseshgrasslands to more intensive grazing managestetegies, have
also affected the functioning of the associatedogical systems which has contributed to the undé@ng of basic

watershed functions, conservation of native biaabdiversity, and the decline in air quality; ajarassue in China
which has a trans-boundary dimension. The PRCelbaware of the significance and magnitude ofghzblem and to
its credit has supported the development and imgheation of a number of large-scale national pnogral hese include
the: (i) Cropland Conversion Program, (ii) Fordstatof the upper Yellow River Program, (iii) Fasto@th Forestry
Program, (iv) Sand Control Program for Areas aroBeding, (v) Natural Forest Protection Programd &m) Program

for the Protection of Wild Plants and Animals andthe Establishment of Nature Reserves

IFAD is providing loans for activities that can lokvided into three main categories of support: Hijilding and
rehabilitating agricultural and social servicesrasfructure, (i) developing human resources cépa&nd (iii)
establishing a micro-finance scheme to benefigari€&seneral categories of activities supported unde baseline
project that will directly address the issue ofdategradation include: (i) development of irrigataads, (ii) improved
dryland agriculture, and (iii) environmental managat and desertification control. Land developmamd irrigation
activities will be designed to increase labor aaddl productivity through developing new or rehaiing existing
irrigation systems, improving soil management, liegeand terracing. A key objective is to improveoguctivity and
profitability of the lands most suitable for agdicwal production and convert economically margiaatl ecologically
fragile holdings to other, more sustainable usgg,(permanent vegetation in the form of economi/ar ecological tree
planting). However, given the scale of the prohldPRC’s existing national programs, and shrinkingvels in
international funding, any initiative to assist @hishould be designed to clearly demonstrate thansages accrued
from a modified, pilot approach and include the nseto facilitate its replication and scaling upotigh promoting its
“mainstreaming” in relevant national programs.

With the GEF:. The Chinese Government has made significant strideeforestation and reclamation of degraded
grasslands. However, much remains to be donehi@ae the global benefits associated with incorfilogaan IEM
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approach into existing baseline activities. Omagoireforestation and afforestation efforts can Bpamded and
diversified to restore native biodiversity and a&slai greater carbon sequestration benefits. Progatiwatershed based
approach with mixed native species will not onlcrease species preservation capacity but restaren#tural
functioning of the ecosystem and increase the daesrs good and services provided by same. Globadflie that the
Alternative aims to achieve include: conservatibbiodiversity, increase storage of greenhousegasmservation and
sustainable use of waters and reduction of tratismed air pollution. Following the above approadhe GEF
Alternative will support activities that complemehe existing baseline project by providing supgortthe incremental
costs associated with interventions that addresd tkegradation and its underlying root causes witm integrated
ecosystem management (IEM) framework. The Altemeatiill build on and strengthen the baseline bys(ipporting a
policy component; (ii) capacity building througiiengthening selected local, regional, and proaineMOs and main-
line executing agencies to develop a more cootelihand integrated approach to sustainable lanchgesment and
biodiversity conservation; (iii) implementing onetlground, pilot field activities designed to addrepecific arid/semi-
arid land environmental issues and the underlyirog causes within an IEM framework; (iv) increasmplic awareness
of the value of addressing issues of environmedégjradation and biodiversity conservation througheaological
approach.

The proposed alternative will support activitieatthomplement the existing baseline activities ywiging support for
the incremental costs associated with interventitiad address biodiversity conservation, non-snakdé land use
practices and their affect on degradation of lamd #&s underlying root causes within an integrasmbsystem
management (IEM) framework. Most of GEF alternativit be targeting selected PAs and their buffene® in three
provinces while addressing the root causes/linkdgéseen land degradation and biodiversity losthénselected sites.
The alternative will also support up-scaling anssdmination of best practices in order to genénapact at the global
scale.

INDICATE RISKS, INCLUDING CLIMATE CHANGE RISKS, THAT MIGHT PREVENT THE PROJECT OBJECTIVE(S) FROM BEING
ACHIEVED, AND IF POSSIBLE INCLUDING RISK MEASURES THAT WILL BE TAKEN:

Slow integration of policy reforms into provincipblicy frameworks This risk is associated with the degree to which
“pilot” policy reforms that address biodiversityrs®rvation and non-sustainable land use threatbedmainstreamed”
into Provincial policy frameworks. As a risk, thisll be addressed in project design through pramgoa number of
parallel awareness raising activities in suppontetévant policy reforms directed at both key decisnakers as well as
the public at large and include site visits to are&ere policy related pilot activities are beingorted. These will be
complemented by a study designed to better undaerdtae policy formulation process in each of thetip@ating
provinces. As a mitigation measure the project wilegrate a tracking tools (in its M&E system) lwiwell defined
triggers to ensure a timely integration of polieforms into provincial policy frameworks.

Sustainability A second risk will be demonstrating the valueGEF-supported activities to IFAD target populasion
during the 5 year life of project (LOP) to ensure future sustainability of the IEM approach todersity conservation
and its replication elsewhere when grant finanaingls. This will be addressed in part through ptogeipport for
“mainstreaming” relevant activities that achieveahbglobal environmental and national benefits iptdicy frameworks
supported by provincial programmatic finance. A& means to address this will be working witralammmunities
to identify appropriate activities that meet bothniediate poverty reduction objectives while alshiedng global
environmental benefits. To sum up, the proposadrAative will work with local communities, theinstitutions and
decision-makers alike to make them more awareeb#nefits achieved both locally and globally, tigio the Project.

Climate Change This risk is expected to have a negative immacthe country’s already vulnerable agriculture and
natural resources. The project will integratter-alia climate risks and climate proofing measures inlEM planning
process to promote adaptation of communities amdefes to climatic variability. Similarly the projewill forge linkages
and synergies with ongoing projects and effortant@instream adaptation and to contribute to the kedge base
through its information dissemination and publicaa@ness activities.

. DESCRIBE, IF POSSIBLE, THE EXPECTED COST-EFFECTIVENESS OF THE PROJECT:

Cost-effectiveness of this project is evidencedtdyully blended nature with three IFAD projectsthe three provinces
and with its high co-financing ratio (about 5.5peTmanagement cost is maintained at a low level¥&only) to ensure
that impact by GEF dollar is maximized in the grduBroject management is highly co-financed by IFAIhe already
existent Project Management Offices (PMOs) and sy Leading Groups would further contribute toost-effective
implementation of the GEF component through redueedrrent and running costs. Benefits will alsorae from: (i) a
single albeit modified management structure, @jnmon procurement procedures and operationsafiiintegrated M
& E program, and (iv) complementary project intertiens with little risk of duplication or overlapud to sharing a
common IEM plan at each project site. The propagsefect design offers potential for a high mulgpleffect through
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its up-scaling component and direct linkages wite China Biodiversity Partnership and Framework Agtion that
envisages harmonization, synergies and less dtiplicdor higher and differential impact by GEF doll Project
approach (participatory IEM for conservation in ldnd ecosystem) will generate targeted investmemtsugh
participatory mapping and prioritization of actigg. This will lead to better allocation of GEF amoh-GEF resources
and focused interventions/investments. Also syesr@ietween the proposed Project and the GEF Psiipesn Land
Degradation in Dryland Ecosystems will contributehtgher cost-effectiveness. Key elements inclgleapplication of
an IEM approach to dryland ecosystems conservdyocoupling activities with wider investments ingroved NRM
and sustainable productivity, (ii) linking the dagld ecosystems management activities supported timel@artnership
with national biodiversity conservation programsl atrategies and (iii) exploring new models to lpmverty alleviation
with rural income diversification and sustainabl®&M through application of an IEM approach. ThisIwiduce
transaction costs and duplications. However, eratimation and assessment of the cost-effectiveasgsscts of this
project can not be fully acknowledged at this eathge. Project preparation will offer further etans to better assess
the cost-effectives of project activities.

. JUSTIFY THE COMPARATIVE ADVANTAGE OF GEF AGENCY:

Many IFAD-supported operations are helping poomfns and indigenous peoples contribute to the prasen of
species and ecosystems. Biodiversity is part oLIlBAvork in many ecosystems across the globe, tiwthugh its grants
to research partners and through its regular lgngtistruments. Some examples include the Biodisef3onservation
and Participatory Sustainable Management of NafRealources in the Inner Niger in the Mopti RegiorMali and the
Mount Kenya East Pilot Project for Natural Resoufdanagement that are directly dealing with biodsitgr
conservation in an integrated manner. Examples ialslode the Second Environment Program SupporfeBran
Madagascar and the Sustainable Development Prigjie&ural and indigenous Communities of the SemdAYorth-
West in Mexico that is particularly dealing withdEourism. IFAD has supported biodiversity throughgrants portfolio
such as through Rewarding the Upland Poor in Amig&fivironmental Services That They Provide (thePES project),

IFAD has proven and evidenced experience througlpdrtfolio in supporting management of nationatkpaand
adjacent buffer zones (e.g. buffer zones of thenghitha-Ke Bang National Park in Viet Nam) , prorantdf local best
practices and traditional know-how, support to dgjaaiversity conservation and agro-forestry indhgdbiodiversity
conservation. IFAD supports biodiversity consematin an integrated fashion and many of its openstiwere
successful in up scaling innovative models for nganaent of natural resources and biodiversity itasniable manner.

The recently updated Country Strategic OpportuRigper for China (2005) highlights the catalyticeraind focus of
IFAD’s activities in the country. The new stratagydriven by an emphasis on access and on innovatieAD promotes
access for poor women and men to information armiviedge, and to natural resources, appropriatediahservices
and quality premium markets. By introducing segaygrams, IFAD directs its resources towards atéichhumber of
strategic opportunities. Positive results of ppobgram will be a basis for policy adjustment aadup-scaling that will

utilize the government’s own resources. This visgaligned with the proposed GEF project wherdbAD will lead the

effort in the three provinces in further mainstr@agnbiodiversity conservation in the local planniagd policy

frameworks. Involving IFAD will offer an opportusito mainstream biodiversity in production landsespnd to couple
development operations (and livelihoods improvemerith conservations efforts. Also, IFAD’s strongepence and
experience in China will be crucial for the implewtetion of impact-oriented activities within andtside the PA
systems.



PART 111: APPROVAL/ENDORSEMENT BY GEF OPERATIONAL FOCAL POINT(S) AND GEF AGENCY(IES)

A. RECORD OF ENDORSEMENT OF GEF OPERATIONAL FOCAL POINT (S) ON BEHALF OF THE GOVERNMENT(S): (Please attach the
country endorsement letter(®y regional endorsement letter{gith this template).

Jinkang Wu Date (Month, day, year)
Director, Ministry of Finance

B. GEF AGENCY(IES) CERTIFICATION

This request has been prepared in accordance \EEhg@licies and procedures and meets the GEFiarftar
project identification and preparation.
/l/

Khalida Bouzar Khalida Bouzar

GEF Agency Coordinator GEF Coordinator
GEF Unit, PMD

Date:01 November 2007 Tel.:+390654592151

Email: k.bouzar@ifad.org

Thomas Rath

Country Portfolio Manager

Asia and Pacific Division, PMD
Tel.:+390654592069

Email: t.rath@ifad.org
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