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The Environment Committee, at its meeting of 
August 19, 1995, classified this as a Category I 
operation. 

The general purpose is t o  contribute to the 
strengthening of the recently created CONAM by 
supporting the design and establishment of a national 
environmental system. 

The technical cooperation would be used to carry out 
the following subprograms: 

1. Support for the provision of implementing 
regulations for the Law Establishing CONAM and 
the Forests A c t .  

2. Updating of the diagnosis of the institutional 
and legal status of the environment and natural 
resources in Peru. 

3 .  Design of a proposal for a national environmental 
system, to include: (i) consultations on and 
conceptual design and articulation of the system; 
(ii) design of environmental impact assessment 
procedures; (iii) support for the drafting of 
regulations on parameters for environmental 
pollution: (iv) design of activities relating to 
information, training and provision of equipment; 
and (v) design of funding mechanisms for the 
national environmental system. 
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SPECIAL 
CONDITIONS: 

BENEFITS : 

RISKS : 

4. 

a. 

b. 

C. 

d. 

Design of the national environmental information 
system and installation and start-up of a 
regional module for the system. 

The executing agency is to demonstrate to the 
Bank, prior to the first disbursement, that the 
executing unit is operative and has been equipped 
with a skeleton professional staff 
(paragraph 3.3). 

The term for execution will be 22 months running 
from the date of signature of the agreement 
(paragraph 3 .7 ) ,  and the t e m  for disbursement 
will be 28 months from that date. 

At the request of the executing agency, expenses 
of up to the equivalent of US$L00,000 could be 
recognized when incurred within the s i x  months 
prior to approval of the technical cooperation 
funding. 

The executing agency will present to the Bank the 
following reports (paragraph 3.11): (i) the 
draft by-laws of CONAM, 90 days after the first 
disbursement; (li) the report on the environ- 
mental diagnosis within 120 days after the first 
disbursement; (iii) audited financial statements, 
90 days after the end of the project; (iv) a 
final report, within 90 days following the end of 
the project; and (v) draft regulations imple- 
menting the Forests Act. 

The country will be provided with the basic elements 
of a system for the management of the problems 
associated with the country's environment and natural 
resources and to resolve conflicts between develop- 
ment and the environment, with a view to more 
sustainable development. While additional resources, 
which could be obtained under an international 
financing operation, will be needed to implement the 
national environmental system in all the regions, 
this technical cooperation will lay the foundations. 

The principal risk will be that approval of the 
regulations to implement the CONAM Law may be 
delayed; to avoid this, the operation includes a 
component to support CONAM in preparing those 
regulations. 

Another risk would be a discrepancy between the views 
of CONAM and the sectoral and municipal environmental 
bodies; to avoid this, the activities, conclusions, 
and recommendations that emerge from this technical 
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cooperation are to be established by consensus among 
the country's environmental authorities. 

TUE BL119Kvs The Bank's operating strategy in Peru focuses on 
C O m Y  STRATEGY: support for five priority areas: (i) continued 

economic reform and modernization of the State; 
(ii) social reform and poverty reduction; (iii) im- 
provements in social services, particularly in 
education, health care, and sanitation; (iv) mod- 
ernization of physical infrastructure; and (v) agri- 
culture and sustainable development. This technical 
cooperation funding, by strengthening environmental 
institutions, would contribute to achieving the 
objectives entailed in (i), (iv) and (v). 

The Bank considers it essential that Peru,  like the 
other countries Ln the region, have a well-defined, 
efficient environmental authority. Such an authority 
would be able to design an environmental policy in 
tune with national development strategy, and to 
administer an authorization and monitoring procedure 
providing reasonable assurances that public and 
prívate investments will be made in a way that 
maximizes positive, and reduces undesirable, environ- 
mental impact. 



I. BACKGROUHD 

A. The leeal a nd institutional status of t h e m  onment and natura 1 
yes ourc e s 

1.1 Peruvian legislation on natural resources has been relatively well 
developed for more than half a century, but has been enforced only 
to a limited extent, especially as it applies to forest resources 
and wildlife. Only recently, on the other hand, has there been any 
development of law on environmental matters proper, including, 
among other aspects, environmental pollution, both urban and rural, 
and its mitigation. Until 1990, when the first Code on the 
Environment and Natural Resources was promulgated, legislation was 
scattered and inconsistent, and remained widely unenforced. The 
Code was a great step forward, but criticism since its promulgation 
has resulted in several amendments that have diminished its impact 
and made it difficult to apply. The Code has established no well- 
defined environmental authority and no financial mechanism for its 
effective application. 

1 .2  Authority in the environmental sphere is exercised in the Executive 
Branch through the environmental bureaus of several ministries, 
such as those of the Presidency, Agriculture, Fisheries, Defense, 
the Interior, Health, Foreign Affairs, Energy and Mines, Industry, 
Tourism, Integration and International Trade Negotiations, and of 
Transportation, Communications, Housing and Construction. Each 
sector decides within its own sphere, acting as both "judge and 
plaintiff" without allowing those affected by its decisions any 
clearly defined channels for administrative appeal. This matter is 
particularly important in the charting of sectoral environmental 
policies and strategies and in assessments of the environmental 
impact of infrastructural works. 

1.3 Operations and investments in both the public and private sectors 
are subject to little or no environmental control other than that 
prescribed in municipal provisions. The environmental offices in 
municipalities have limited geographic jurisdiction and lack 
authority to resolve environmental conflicts between sectors. Peru 
has no coherent environmental policy compatible with the principles 
of sustainable development. 

B. The Law Establish- the Conseio Nac ional del Ambien te 

1.4 To remedy the existing institutional situation the Peruvian 
government enacted Law No. 26410, which on December 22, 1995, 
created the Consejo Nacional del Ambiente [National Environmental 
Council] (CONAM) as the national environmental authority. 

1.5 This Law establishes CONAM as a decentralized public agency with 
its own legal status and with functional, economic, financial, 
administrative and technical autonomy, reporting to the President 
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1.6 

1.7 

1.8 

1.9 

1.10 

of the Council of Ministers. It is the regulatory authority on 
national environmental policy, and its purpose is to pian, promote, 
coordinate, control and oversee the country's environment and 
natural resources. 

CONM consists of a Board of Directors, an Executive Secretariat, 
and a Consultative Committee. The Board of Directors is made up of 
seven members representing the central, regional and local 
governments and the private sector. The Executive Secretary is 
appointed by the Board of Directors and the Consultative Committee 
is governed by the By-laws . 
The principal functions of CONAH are to frame, coordinate, direct 
and evaluate national policy on the environment; to coordinate the 
operations of the sectors and the central government; to set 
general standards and guidelines on environmental management and 
quality; to establish general criteria for the preparation of 
environmental impact assessments (EIAs); to foster environmental 
education and research: to rule as the final administrative 
authority on challenges to administrative acts relating to the 
environment; to propose draft legislation; to require the 
institution of civil and criminal administrative proceedings; to 
promote and consolidate environmental information and set up the 
national environmental action plan. These responsibilities require 
the establishment of a national environmental system under the 
direction of CONAH. 

The text of the Law is on file in RE3/EN3. 

Implementation of the national environmental system will require 
the performance of a study of needs in terms of technology, 
equipment, materials, human resources and training, as well as of 
the financing requirements. It will take place in stages, over a 
period of five to 10 years, starting with the national level and 
following with the regional. To implement the system at the 
national level it will probably be necessary to design an invest- 
ment project, perhaps with international financing. The system 
would be implemented in the provinces and districts by means of 
modules. 

The ministries would continue to define sectoral environmental 
policy and prepare EIAs for the projects in each sector. CONAM 
will establish general standards for the preparation of EIAs. 

In February 1995 the Government issued Supreme Decree 13-95-EF 
transferring budget items totalling 470,000 new soles to CONAM. In 
May 1995 the Government of Peru issued supreme decisions appointing 
the members of CONAH. In September 1995 the Board of Directors of 
CONAM appointed its Executive Secretary and two other senior 
executives. Also in September, the Bank received confirmation of 
CONAM'S interest in this technical cooperation and agreement with 
the oresent document. 
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C. n e  Bank's stra t e m  in Peru 

1.11 The Bank's operating strategy in Peru focuses on support for five 
priority areas: (i) continued economic reform and modernization of 
the State; (ii) social reform and poverty reduction; (iii) improve- 
ments in social services, particularly in education, health care, 
and sanitation; (iv) modernization of physical infrastructure in 
support of production; and (v) agriculture and sustainable 
development. This technical cooperation funding, by strengthening 
environmental institutions, would contribute to achieving the 
objectives entailed in (iii) and (v). 

1.12 The Bank considers it essential that Peru, like the other countries 
in the region, have a well-&fined, efficient environmental 
authority. Such an authority would be able to design an environ- 
mental policy in tune with national development strategy, and to 
administer an authorization and monitoring procedure providing 
reasonable assurances that public and private investments will be 
made in a way that maximizes positive, and reduces undesirable, 
environmental impact. This institution would expedite arrangements 
for the projects in the Bank's operating program for Peru. 

II. THE PROGRAX 

2.1 The general objective of the operation is to support the 
comnencement of operations by the recently created CONAM and 
implementation of a national environmental system to coordinate the 
formulation of policies and standards to protect the environment 
and promote sustainable development, and to establish the basis for 
their control and monitoring by the competent bodies in the public 
sector. 

2 . 2  The specific objectives of this operation are: 

a. 

b. 

C. 

To help draft the regulations to implement the Law on CONAM and 
the regulations to implement new forests legislation; 

To complete and update the diagnosis of the institutional and 
legal status of the environment in Peru; 

To design a master plan for the national enviromental system, 
including its conceptual design and operating procedures for a 
system of environmental iœpact assessments and permits, frame 
draft regulations on parameters for environmental pollution, 
and begin setting up the national environmental information 
system; 
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d. Implement in one regional module, understood as a network 
encompassing the environmental units of three sectors of the 
central government with those of one region of the country, the 
basic features of the national environmental system, chiefly 
the administration of EIA and environmental information system 
procedures. 

2.3 The expected results of this operation are: 

a. Approval of the regulations to implement the Law on C O U  and 
of the regulations to implement the new Forests Act; 

b. The updating and publishing of a diagnosis of the institutional 
and legal status of the environment and natural resources of 
Peru; 

c. Preparation of a master plan for the national environmental 
system, which will include the following components: 

(i) Consultation on and conceptual design and articulation 
of the system; 

(ii) A procedure for environmental impact assessments and 
related environmental authorizations for investment 
projects ; 

(iii) Regulations on parameters for environmental pollution; 

(iv) Design of a training program on the national 
environmental system with teaching guidelines, and its 
dissemination in the form of a printed document; and 

(v) A proposal of mechanisms for financing the national 
environmental system. 

d. Implementation and operatlon of the national environmental 
information system module in the Lima-Grau region. Includes: 
(i) purchase of hardware, software, data input, and operation 
of the module; (ii) training of staff from the Technical 
Secretariat, the sectoral environmental units, the regional 
environmental unit for the module, and the municipal environ- 
mental units for the module. 

B. p e s c r a  

2 . 4  To accomplish the stated objectives, the program will consist of 
four subprograms: (a) support for the drafting of regulations to 
implement the Law on CONAM; (b) updating of the diagnosis of the 
institutional and legal situation of the environment and natural 
resources; (c) formulation of the proposal for the national 
environmental system; and (d) implementation of that system in the 
selected Lima-Grau region (Piura and Tumbes) nodule. 

-. ... - . - ... - ..__ . . . 
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1. SubDr o s a m  I. CONAM bv-laws g& F orests Ac t r e d a t i  O M  

2.5 Work will begin with the hiring of individual consultants to draw 
up draft regulations implementing the Law on CONAM to define its 
role as the regulatory body within the environmental management 
system, and to spell out the rules and procedures for the 
harmonization and integration of environmental jurisdiction of the 
various public agencies to enhance their efficiency over time. Two 
national environmental lawyers will be hired for this purpose. 

2.6 Since Peru is in the process of drafting a new Forests Act, a team 
of consultants (3 international consultant/ronths and 22 national 
consultant/months) will be hired to prepare the regulations to 
implement the Act, in accordance with terms of reference to be 
agreed upon with the Bank. 

2. Subnroeram II. Diqguosis of the insti tutional .and 1 e ea1 
gituation of the enviro- nat ural raso urces 

2 .7  The basic elements are already on hand for the preparation of this 
activity, and have already been used to draft bills of law on 
creation of the national environmental authority, presented by 
different sectors to complement the Code on the Environment and 
Natural Resources. However, more in-depth work will need to be 
done to meet the requirements for coordination and interaction 
posed by the national environmental system; this work will be done 
by a consulting firm or specialized agency. 

2 . 8  This technical cooperation will support the completion and updating 
of the study of the current institutional and legal framework in 
relation to the environment in Peru: (a) the line ministries and 
decentralized public agencies concerned; (b) the basic scientific 
and technological institutions that generate information on the 
environment and natural resources in Peru; (c) regional 
governments; and (d) municipal governments. 

2.9 This diagnostic work will be of fundamental importance for the 
tiered structuring of environmental standards at the local, 
regional and national levels, as well as sectorally and 
multisectorally, for effective coordination of their application, 
monitoring and control. This diagnosis must also identify the most 
common conflicts between sectors, any existing machinery for 
consultation and, in general, actual institutional capacity to 
undertake assigned tasks. 

2.10 Special attention will be given to the organizational rank and 
basic activities of the sectoral environmental units, both at the 
ministerial level and in the decentralized agencies concerned. The 
diagnosis will be published for dissemination and analysis, and 
will serve also as a basis of comparison for evaluation of the 
results of the operation in the future. 
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2.11 

3. 1 e a t  e 

This subprogram requires the largest share of the technical 
cooperation resources and will be carried out by an environmental 
consulting firm with extensive experience in the subject. Within 
the legal and institutional frameiwork for the conduct of environ- 
mental management under CONAM in Peru, the master plan must 
present, on the basis of the diagnosis and consultations: (a) the 
conceptual design of the system and its mechanisms for coordinating 
the local, regional and national institutional levels; (b) the 
procedure for review of project E I A s ;  (c) the draft regulations on 
parameters for environmental pollution; (d) the training and infor- 
mation program for the national environmental system; and 
(e) mechanisms for financing that system. 

a. Conceotual design of the nat ional environmental svsterp 

2.12 The purpose, organization and nature of services provided under the 
system will be defined on the basis of the relevant national 
information and consultations held in each region of the country. 
The conceptual design of the system is to take into account the 
organization of relations between information, control and 
environmental planning in the country. 

2.13 Once the system has been designed, mechanisms will be proposed for 
harmonizing the local, regional and national environmental units 
identified in order to set up the system and give it shape 
structurally and functionally. The system will have CONAM as its 
linchpin, and will include the sectoral environmental units and 
their decentralized environmental agencies, as well as the 
environmental units of the regional and municipal governments. 

2.14 In order for the system to enter into force, in addition to 
reorganizing and standardizing the environmental units mentioned, 
the environmental regulations and administrative procedures in 
effect will have to be adapted to the new structure and to the new 
provisions to be issued by CONAM as the national environmental 
authority. A similar exercise will need to be carried out for the 
regional and local governments. GONAii will play a fundamental part 
in the consolidation and startup of the national environmental 
sys tem. 

b. pesign of the pr o ce du r e for assess* th e e v  n irowentd 
imuact of ur oiects 

2.15 A procedure will be analyzed, designed and applied both for the 
performance of project environmental impact assessments and for 
their review and approval, taking into account the system offices, 
in order to issue environmental authorizations. The technical 
cooperation funding will be used to hire experts t o  do this and to 
provide the means to conduct the consultations with the sectors 

... 
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affected by these measures, in particular the public sector, 
private entrepreneurs, and nongovernmental organizations (NGOs). 

2.16 The technical cooperation funding will be used to support the 
ministries and the Executive Secretariat of CONAM in designing 
guidelines for preparation of terms of reference for EIAs and the 
procedure for the authorization of EIAs for investment and sector 
projects, for approval by CONAM. 

2.17 A procedure and mechanism will also be established for the control 
of environmental monitoring and auditing during project execution 
and operation. In addition, procedures will be designed for ex 
ante and ex post evaluation of environmental safeguards under 
environmental protection plans recommended by project E I A s .  

c. S i o n  s on enviromental Dollution naranieters 

2.18 Among the transitional provisions of the Law on CONAH it is 
established that, within 60 days following its installation, a 
multisectoral technical commission will be appointed to draw up the 
national regulations on environmental pollution parameters. 

2.19 The drafting of these regulations will require the performance of 
technical studies on the basis of which parameters and standards 
can be recommended both for pollutants and for the environments 
into which they are discharged. A team of consultants will be 
assembled to work with the technical commission and conduct the 
activities described hereinafter. 

2.20 Peru's existing parameters and standards contained in sectoral, 
regional and municipal legislation and regulations will be compiled 
and analyzed. The analysis will include an evaluation of the 
extent of compliance with them and identification of obstacles to 
their implementation. Parameters and standards in international 
use will be compiled, and the strategies for their implementation 
will be analyzed. 

2.21 Studies will be &ne for the recommendation of standards and 
parameters on water, air and soil pollution. These studies will 
bear on the types of pollution present in the country, mobile and 
intermittent sources, and the status of receiving environments. 

2.22 A study will be made of the health, economic, social and 
environmental implications of applying the parameters and 
standards. Mechanisms for their application, monitoring and 
control will be examined. Special attention will be given to the 
standards to be applied to public services and industries, for 
which extensive consultations and negotiations will be conducted to 
work out agreements on implementation periods and permissible 
discharge levels. 
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2 . 2 3  The work is expected to produce: (a) draft regulations on 
parameters for environmental pollution: (b) a report containing a 
technical, social and environmental rationale for the parameters; 
and (c) a strategy for implementation of the regulations. 

d. I)esinn of the tr-28 information Droeram for the 
environmental svsteq 

2 . 2 4  A training and information program that provides for teaching and 
information materials will be designed and implemented as part of 
the master plan for the national environmental system. On the 
training side, a course on enviromental management and two 
technical seminars will be designed and conducted for the users of 
the regional module. For the dissemination of information on the 
system, some 12 general seminars will be conducted, one in each 
region of.the country, for participants from the public and private 
sectors (mainly universities and NGOs), and a document describing 
the system will be published and distributed at the national level. 

' 

2 . 2 5  Information on the system and its components, services and public 
participation will be disseminated through the distribution 
nationwide of a publication as called for under the master plan. 
This information will relate to the concept, purpose and features 
of the national environmental system and how it serves the country. 
It will also explain how all sectors of society can participate in 
the opthal accomplishment of its objectives. The printing must be 
of not less than 5,000 copies for distribution to public and 
private institutions and to universities, public libraries and 
environmental NGOs throughout the country. 

e. W n  of fun dine q echanisms for the national e n v m e  ntal 
svstem 

2 . 2 6  It is essential that the national environmental system and its 
institutions and services be able to sustain themselves financially 
over time, especially once the external financing runs out. There 
are various ways to obtain funds for this purpose, in addition to 
government budget allocations and the traditional mechanisms of 
collection by charging fines and fees for environmental 
authorizations. The consultants will also examine the possibility 
of using economic incentives such as marketable pollution quotas. 

4. SubDrogram I V. Design of the n a t u  en V ira-tal infor- 
tion svstem an d imlerne-n of th e reni onal int erconnec ted 

module 

2 . 2 7  The national environmental system will have to be endowed with a 
computerized environmental information system that is integrated. 
coordinated and controlled at the national level. This system 
would provide the information needed to make decisions on 
protection of the environment in operations in both the public and 
the private sector. 
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2.28 This integrated environmental information system would give the 
participating institutions and their users access to the data base 
as needed, which would facilitate the implementation of 
environmental policies to safeguard the environment and the natural 
resources. 

2.29 The national environmental information system would also provide a 
variety of specific services such as methodological and technical 
support in the preparation of EIAs for projects, environmental 
surveillance and monitoring operations, alternative courses for the 
mitigation of environmental emergencies, and alternatives for 
resolution of environmental disputes between different activities 
and the institutions and jurisdictions involved. The system would 
permit the analysis of patterns and trends in the environmental 
impact of both policies and projects in any part of the country. 
The automation described would permit effective use of information 
and efficient coordination and environmental control at the local, 
regional and national levels. 

2.30 The principal users of the information system would be CONAH, the 
environmental units of the ministries and their decentralized 
environmental organizations, and the environmental units of the 
regions and principal municipalities. The system would provide 
users with basic data on the environment and natural resources in 
the areas of influence of projects, generated by technical and 
scientific bodies. It would also make available sectoral 
environmental standards of the ministries, CONAM multisectoral 
standards, and standards set out in the Environmental Code and 
other relevant environmental regulations, 'for analysis, processing, 
dissemination and application. 

2.31 The information system would be designed on the basis of the 

diagnosis and evaluation would first be made of the environmental 
information requirements of users at the national level, taking 
into account constraints in terms of human, material and financial 
resources, with a view to making the information system feasible in 
Peru at the present time. An evaluation would be made of the 
installed capacity in terms of data already input, hardware and 
software, and means of communication, among others, to perform that 
service. A preliminary estimate would then be ma& of the cost of 
implementing the system at the national level. 

conceptual design of the national environmental system. A 

2.32 Based on the design of the information system at the national 
level, an interconnected regional module would be designed under 
this technical cooperation, including a detailed calculation of 
costs and a timetable for implementation. This would be the Lima- 
Grau Region (Piura and Tumbes provincial municipalities) module, 
which would link the Ministries of Fisheries, Agriculture, and 
Energy and Mines, and their decentralized technical and scientific 
agencies INRENA, IMARPE and INGEMMET, respectively, in Lima, with 
the environmental units of the three sectors in the Grau Region and 
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the environmental units of the provincial municipalities of Piura 
and Tumbes. 

2.33 The Grau Region was selected for the first module of the national 
environmental system to be implemented at the regional level 
because it has a good data base on the environment and natural 
resources. It has a qualified staff and institutional support as 
well. 

2 . 3 4  The Grau Region has 10 provincial municipal councils and an 
ecodevelopment plan that includes comprehensive management of its 
major watersheds. Natural resources of high economic value are 
developed in this region. To the north, Tumbes, on the Ecuadorian 
bordem, carries on major lines of fishery and farm production for 
export and, in addition, has three biosphere reserves. To the 
south, Piura has major ports such as Bayóvar, where o i l  from the 
north Peruvian oil pipeline is exported, and engages in farming for 
export, fisheries and phosphate mining. 

III. PROGRAM EXECUTION 

A. n e  exec uti- 

3.1 Under its establishing law, CONAM is the regulatory authority for 
national environmental policy. Its objectives are: (a) to promote 
conservation of the environment in order to contribute to overall 
human development by guaranteeing an adequate quality of life, and 
(b) to favor a balance between socioeconomic development, sustain- 
able use of natural resources, and preservation of the environment. 
Its principal functions are suiPmarized in paragraph 1.7. 

3.2 The Law states that funding for CONAM is to be allocated under the 
national budget through transfers from the public treasury and 
grants, bequests and international cooperation funding. The 
Ministry of Economic Affairs and Finance would make the budget 
appropriations to pay for its operation. 

3.3 It is a condition precedent to the first disbursement that an 
essential minimum professional staff shall have been appointed and 
have taken up their duties in CONAM. 

3.4 The professional and administrative staff and facilities of CONAM 
will be provided as the national counterpart for the technical 
cooperation, es timated at US$400,000. CONAM's Executive 
Secretariat is to defray the cost of offices, communications, 
furniture and fixtures. 
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B. 

3 . 5  

C.  

3.6 

3.7  

3 . 8  

3 . 9  

D. 

3.10 

Consultancies 

The following consulting services would be hired to carry out the 
operation: (a) two consultants to draft the CONAH by-laws; (b) a 
consulting firm for 12 months to conduct a diagnosis of the current 
institutional and legal situation in the environmental sphere in 
Peru, and (c) a consulting ffnn for 20 months to draw up the master 
plan for the national environmental system and implement the 
interconnected regional module and the training and information 
program. The director of this consulting firm would also serve as 
advisor to CONAM during the technical cooperation execution period. 

Becution timetable 

This operation has been scheduled for execution over a period of 22 
months. The two consultants to draw up the CONAM by-laws will be 
hired not later than four months after signing of the agreement. 
The two consulting firms are to be engaged not later than six 
months after signing. 

Three months after the first disbursement, the regulations would be 
drawn up by the consultants: the diagnostic assessment would be 
completed four months after the first disbursement; and the second 
consulting firm would complete it work in month 22. 

The consultants to prepare regulations to implement the Forests Act 
will be hired during the first year of execution. The hiring date 
will be determined by the approval date of the Forests Act. The 
work will be done over a six-month period. 

Ideally, this cooperation would be followed by a larger operation, 
probably an investment project with international funds , to expand 
the national environmental information system to all regions of the 
country and major municipalities. In any case, it is for the 
Peruvian Government to follow up on this technical cooperation by 
completing the implementation of the national environmental system. 

Btroactive financing 

To expedite the implementation of the technical cooperation, 
consultants will be hired during the six-month period prior to the 
operation's approval to prepare the CONAM by- laws and update the 
diagnostic assessment of the legal situation in connection with 
environmental matters, as well as carry out other activities 
relating to program start-up. To this end, it is proposed that, at 
the executing agency's request, expenses for up to US$lOO,OOO 
equivalent could be recognized, provided that requirements 
substantially similar to those set forth in the agreement have been 
met. 



- 12 - 

3.11 The executing agency will present to the Bank the following 
reports : 

a. 

b. 

C. 

d. 

e. 

Within 90 days after the first disbursement, the draft CONAM 
by - laws . 
Within 120 days after the first disbursement, the report 
updating the institutional and legal diagnostic assessment. 

Financial statements, audited by an independent firm to be 
agreed upon by the Bank and the beneficiary, within 90 days 
following the last disbursement. 

Within the 90 days following the end of the program, the .. ~ 

executing agency will present to the Bank a final repart 
containing an evaluation of the results obtained. 

Within 180 days after the drafting of the regulations to 
implement Forests Act begins, the draft regulations. 

3.12 Outlined in Annex III are the evaluation indicators to be included 
in the reports submitted to the Bank. 

3.13 The cost of the technical cooperation has been estimated at the 
equivalent of US$2,200,000. The Bank’s nonreimbursable contribu- 
tion has been estimated at the equivalent of US$1,800,000, which 
has been tentatively approved by the Japanese Fund. The counter- 
part contribution is estimated at the equivalent of US$400,000. 

The Bank’s contribution would be used to cover the following costs: 
(a) consulting services, including fees, air fares, per diem 
allowances, and general expenses; (b) purchase of equipment, 
furniture and supplies for offices and for training; and (c) air 
fares and per diem allowances for the participants in the training 
courses. The counterpart resources would cover the expenditures 
referred to in paragraph 3.4. 

3.14 

3.15 The budget items are distributed as follows by sources of 
financing: 
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IV. BENEFITS AND RISKS OF THE OPERATION 

A .  Benefits 

4 .1 The technical cooperation proposed in this document will help 
strengthen, organize and improve environmental management in Peru, 
which is fundamental to environmental protection and the rational 
development of the country's natural resources for the benefit of 
the entire population. The inhabitants of the Grau region would 
benefit directly from implementation of the national environmental 
information system in the interconnected module, which will afford 
improved environmental control of investment projects in the 
region. In addition, through the program of training and 
information for the national environmental system during its 
execution, the operation will directly benefit some 700 persons. 
These include users of the module, public officials and persons in 
the private sector, mainly NGOs and universities. 
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by the C O W  Board of Directors and the Office of the President of 
the Republic. 

4.8 Othsr risks are associated with the possibility that an agreement 
may not be reached on the principal objectives and actions called 
for under the present plan of operations. However, the activities 
proposed have been discussed extensively with the sectoral envi- 
ronmental agencies and focus on supporting the principal functions 
of CONAM. The President of CONAM has confirmed his agreement with 
the purposes and activities proposed in this operation. 

4.9 This is the first operation in support of the national environmen- 
tal system, and includes financing for a pilot module. Additional 
resources will be required to bring the system into full operation. 
The Government of Peru has expressed its interest and intention to 
continue and expand the activities initiated under this operation. 



- 14 - 

4.2 Strengthening environmental management and improving its 
coordination in Peru will yield economic benefits in the short and 
long run. The benefits in the short run include savings on the 
time and cost of preparation of investment projects financed with 
international resources, which require a detailed assessment of 
environmental impact before they can be approved. Building 
capacity within Peru to meet these requirements will be a net 
benefit for all participants in these operations. 

4 . 3  In the medium and long term the capacity for development with less 
adverse environmental impact will result in considerable savings in 
dealing with natural disasters, pollution control, public health 
care expenditures, and maintaining productivity in agriculture, 
forestry and fisheries. 

4.4 Peru, and in particular the participating institutions in the city 
of Lima, have human and technical resources, and equipment, that 
would facilitate the successful execution of the technical 
cooperation. It is important to note that, once installed and in 
service, the national environmental system, and the interconnected 
regional nodule in particular, would consist of institutions and 
personnel that already exist. New staff are only expected to be 
hired in CONAM’S Technical Secretariat, which would receive support 
from consultants hired with resources under the present operation. 

4.5 The environmental viability of this project is clear. It would 
make it possible for Peru, for the first time, to frame and apply 
an environmental policy based on reliable information obtained from 
the regions, which would be able to express their own views. The 
decentralization of the system, both geographically and by sector, 
would keep alive the enthusiasm of each participant. Clearly 
defined mechanisms would exist for the resolution of disputes 
between regions and sectors and, in general, greater sustainability 
in development would be achieved. 

4 . 6  From the Bank‘s point of view, this is an operation of great 
importance. As matters now stand, the Bank itself must promote, 
review and approve the EIAs for its operations in Peru, without 
having the advantage of the ptiot opinion of a competent national 
authority. The same is true of Peru’s environmental policy and 
strategy, which the Bank needs in designing its program of opera- 
tions for the country. At present such oversight is done by sector 
or with very little coordination. 

4.7  The principal risk to the operation is posed by a possible delay in 
approval of the regulations to accompany the L a w  on CONAH. The 
lack of regulations would prevent the work of the Executive 
Secretariat from proceeding smoothly and efficiently. To reduce 
this risk a consultancy has been included under the technical 
cooperation to help draft the regulations, which would be approved 
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EVALUATION INDICATORS 

OBJECTIVES INDICATORS VERIFICATION ASSUMPIIONS 
I I 

COAL: 
To improve the 
management and CONAM work 
coordination of 
environmental governments and the 
institutions in Peru 

Inter-instit ut ional 

Act; updating of Decree containing approve the by-laws. 
instiiuiional and 

environmental 
pollution parametcrs. 
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PROPOSED RESOLUTION 

PERU. NONREIMBURSABLE TECHNICAL COOPERATION FOR A 
STRENGTHENING PROGRAM OF ENVIRONMENTAL INSTITUTIONS 

The Board of Executive Directors 

RESOLVES : 

1. That the President of  the Bank, or such representative as he shall 
designate, is authorized, in the name and on behalf of the Bank, as Administrator 
of the grant funds made available by the Government of Japan, to enter into such 
agreements as may be pertinent for the execution of the plan of operations 
referred to in Document AT- with respect to a technical cooperation with 
the Republic of Peru for a strengthening program of environmental institutions. 

2. That up to the sum of US$1,800,000, is authorized for the purposes of 
this resolution, chargeable to the above-mentioned fund. 

3. That the above mentioned sum is to be provided on a nonreimbursable 
bas is. 

- _..-- I- . .  




