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Mr. President,
Your Royal Highness,
Excellencies, Ladies and Gentlemen,

Thank you for inviting the World Bank to participate in these very important and well-organized
deliberations.

The Traditional Approach and Changes in Thinking

The question I propose to address today is whether there is a contradiction between nature
conservation and economic development. Not too many years ago the answer would have
been unqualified “Yes” and the legacy left in this part of the world bears testimony to this
conflict. Although the Danube and Carpathian region is endowed with a very rich natural
resource base, much of its value has been dissipated through unsustainable utilization
practices — practices that treated the environment as a free good. Subsidized energy and
other input costs, as well as soft budget constraints in the past contributed to environmental
degradation. The resultant pollution, besides harming human health, has caused significant
and costly damage to forests, water courses and wetlands. Ill-conceived sector policies and
poorly enforced regulations have led to excessive and/or inefficient exploitation of natural
resources, as well as environmental degradation.

At the same time, environmental work was, and sometimes still is, often misinterpreted by
governments and even by society as a deterrent to growth, most notably by closing down
polluting enterprises and encouraging conservation, rather then utilization, of natural
resources.

However, in the last few years, scientists agree that economic growth and nature conservation
can go hand in hand, in spite of some residual tensions which I will touch upon later.
Sustainable use of natural resources is about achieving a balance between nature
conservation and economic development, a balance between different uses of natural
resources while conserving land and water quality and quantity for the future.
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Relationship between Economic Development and Nature Conservation

Economic development relies on increased opportunity, on security, on empowerment and on
improved capability. How do these relate to nature conservation:

Increased opportunity translates into increased incomes and poverty reduction.
Improvements in living standards are brought about by more sustainable use and management
of natural resources;

Improved security translates into reduced vulnerability, thus enabling more robust production
and ecosystems better able to cope with droughts and floods, through improved farming
methods, increased access to irrigation water, more efficient river basin management, and
access to forest, crop and animal protection services;

Increased empowerment translates into local participation in decision-making and thus
improved access to, and control over, natural resources by local populations; and finally

Improved capability translates into improved health, primarily though reduction in waterborne
and air quality-related diseases.

Tensions

Of course, there are interactions and tensions between population pressure, short-term
economic development needs, the way people use scarce or abundant resources, and
sustainable or unsustainable resource management. Such tensions can be exemplified by the
following:

- Nature resource management has an intertemporal dimension. Excessive groundwater
withdrawals may provide irrigation water in the short run but will, over time, lead to increased
costs of pumping as groundwater tables fall and eventually lead to water shortages. Forests
that are logged may provide timber for wood industries in the short run, but may take 100 years
to regenerate. So sustainable management is crucial for long term development.

- Natural resource management has a spatial impact. Deforestation upstream in a watershed
can lead to increased risk of flooding for downstream areas while excessive water withdrawals
for irrigation can lead to the drying up of lakes further downstream.

- Poor natural resource management may have irreversible impacts, as when species or
ecosystems are lost. Unwise exploitation of natural resources may provide a living for the local
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communities in the short run, but will, over time, lead to increased poverty and lack of
development.

- Land and water management are closely inter-linked. Inadequate drainage of water for
irrigation can lead to waterlogging and salinity. Poor farming practices can increase runoff and
pollution of waterbodies.

Challenges

Fostering economic growth, increasing employment opportunities and increasing the private
sector’s share in GDP will remain the over-riding objective of governments in the region. The
challenge will be to incorporate sustainability concerns into economic development and to
ensure that potential environmental benefits are maximized. Efforts are necessary in three
basic directions:

(i) integrating environmental concerns in sector and macroeconomic strategies;

(ii) strengthening environmental management as part of public sector reform; and

(iii) removing environment-related impediments and risks to private investment.

World Bank Strategy

The Bank’s strategy is to assist the client countries in the region with sustainable use of natural
resources, within the overriding objective of poverty reduction and economic development.
Therefore environmental concerns are increasingly being incorporated into sectoral lending
and structural adjustment operations. The environmental components of projects serve to
identify and create measures to mitigate possible negative environmental consequences, to
fully capture environmental benefits, and to create an institutional base to stimulate the linking
of environmental objectives with sectoral development. Since economic recovery will increase
environmental pressures in the region, key strategies for nature conservation and economic
development in the Danube and Carpathian region should:

- first, assess the countries’ natural resource base and evaluate alternatives for sustainable
use;

- second, modify regulations and governance of natural resources to assure transparent
management;

- third, achieve full enforcement of environmental legislation;

- fourth, reduce risks to public safety and livelihoods resulting from natural disasters and
environmental accidents;
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- fifth, reform institutions by decentralizing competencies and finances to the local level and
empowering people through participation in decision-making and transparent governance;

- sixth, modify prices, taxes and incentives to reflect the scarcity value of resources and
potential environment impacts of various activities; and finally

- integrate and mainstream the environment into macroeconomic and sector reforms.
These strategic ideas are being applied in the region. Right here in Romania the Government
has recently successfully implemented a project financed by the Global Environmental Fund,
administered by the Bank, for Biodiversity Conservation in the Danube Delta. The project has
clearly demonstrated that good policies and research can greatly help nature conservation and
that economic development (at least at a pilot level) can be achieved in a nature reserve.
Another example in Romania is a project that is exploring options for better incorporating
biodiversity conservation in forest management. We are also preparing a Forestry
Development Program that aims to increase the contribution to the national economy from
sustainable management of Romania’s forest resources. In addition, another GEF project in
Romania, concerning agricultural pollution, is expected to lead to significant increases in living
standards: cleaner water, increased revenue from cost efficient agricultural practices, as well
as from tourism and other related economic activities.

Regional cooperation

Many environmental issues, however, must be tackled on a regional level and require
improved cooperation between countries through information exchange, setting up of joint
bodies, and accession to, and implementation of, international conventions. Effective
conservation is a regional issue. Collaboration must include safe-guarding transboundary
resources and improving resource management. The environment presents several
opportunities where a multi-country, regional approach could bring more benefits than the
execution of individual projects. To give a specific example, to sturgeon conservation strategy
developed under the Danube Delta Project will need the close cooperation of all countries
through which the Danube flows. Such a strategy, once implemented successfully will allow
effective increases in the sturgeon population and extend their presence to the upper reaches
of the Danube, representing a multi-million dollar economic opportunity.

The Danube and Carpathian region has valuable environmental resources. These
resources need to be preserved to safeguard future development prospects. The region has a
unique opportunity to implement the necessary policies, the institutional changes and the
financing mechanisms to ensure that future economic growth is environmentally sustainable.
The key challenge is to strengthen environment management and regional cooperation now.
The alternative - economic growth first and cleanup later - is far too costly in the long term,
both environmentally and financially.

Thank you for your patience.
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