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Lao PDR’s new rulebook for foreign 
investment in natural resources 

boosts local benefits 

In the remote province of Sekong in southern Laos deep muddy 
ditches encircle villages in the Thateng district. These were not 
dug by villagers to protect themselves from an invading army but 
by a Vietnamese rubber company to stop villagers’ cattle from 
entering the surrounding plantation. The company was granted a 
50 year land concession by the Lao PDR government to manage 
plantations. Last year, as the rubber estate expanded, twenty-
five villages were displaced, and the remaining communities lost 
access to the surrounding forest, the source of their food and 
livelihoods. 

Under the Lao constitution, all land in the country is the 
property of the state. The evicted communities of the Thateng 
district were offered no compensation and no alternative land. 
To protect communities and local ecosystems across the country 
from suffering similar scenarios, the government is developing 
a new rulebook for foreign investors. Working in partnership 
with the UNDP-UNEP Poverty-Environment Initiative (PEI), the 
government is developing new contracts, tighter conditions and 
more advanced monitoring systems to make investments work 
for its communities as well as for the environment. 
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The pursuit of foreign direct investment (FDI) in Laos, a 
philosopher’s stone in terms of economic development for many 
poor nations, has brought mixed results. In the best cases, it has  
indeed helped to spur economic development, bringing jobs, skills 
and technologies to a country that is developing quickly. 

The economy has been expanding at the average rate of over 6 
per cent annual GDP growth over the last decade, much of which 
is driven by FDI in the natural resource sectors from surrounding 
powerhouses including China, Thailand and Vietnam. But, all 
too often in Lao, the societal benefits of FDI have proved elusive. 
Foreign workers have been brought in to the country while raw 
materials have been exported out, and profits have accrued in 
company headquarters beyond national borders. Increasingly, 
indigenous lands, national parks and areas rich in biodiversity have 
been put ‘up for sale’. Local authorities have struggled to monitor 
the behaviour of incoming investors resulting in irresponsible 
chemical waste disposal and unhindered deforestation practices.1

“Buy Land. They’re not making it any more”. Mark Twain’s 
caption, written for American readers of the ‘Territorial Enterprise’ 
newspaper in 1862, seems relevant once more, but this time on 
a global scale. Oxfam’s ‘land grabs’ campaign discovered that 
foreign acquisitions of land, particularly in the Least Developed 
Countries (LDCs), has increased dramatically over the last decade. 
Over 1,200 large-scale land projects, involving 80 million hectares 
of land, have been sold or leased to international investors since 
2001, mostly over the last two years2. 

Mapping investments 

The PEI, jointly implemented by UNDP and UNEP, is one step 
ahead of the global story on land grabs. Over the last three years, 
the initiative has been working with the government of Laos 
to improve the quality – and not just the quantity - of foreign 
investments in the country. 

1  Official data from 2005 Ministry of Agriculture (MAF) reported that until 2002 41.5 % of the land 
area was covered with forest. A more current estimate by the end of 2007 from the National Land 
Management Authority reported a figure of 35%. Foreign Direct Investment (FDI) in Land in the Lao 
PDR, 2010, GTZ

2  Land Grabs: A growing scandal, October 2011, Oxfam
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In collaboration with the Ministry of Planning and Investment 
and the Ministry of Environment and Natural Resources, who had 
little contact with each other prior to the initiative, the PEI began by 
mapping out the cycle and impact of foreign investments coming 
into the country. The exercise revealed a chaotic picture. Dating 
back to 1986, when Lao made the transition from a centrally-
planned to a market-based economy, the government has had an 
‘open-door’ policy towards foreign investment.

Prospective companies were not subject to any standard 
criteria but rather were assessed on a case by case basis focusing 
on the financial and technical feasibility of the project. The legal 
contracts detailing development rights were usually drafted by 
large foreign companies rather than the government, and as 
such made few demands on the investor particularly in terms of 
social and environmental responsibility. There was no centralised 
system by which the government could track on-going foreign 
investments, and attempts to monitor or guide foreign operations 
in the country were minimal.   

Manothong Vongsay, Deputy Director General for the 
Investment Promotion Department, describes the first generation 
of foreign investment, ‘We were very friendly. We wanted to 
attract any kind of FDI in any part of the country, in any sector’. 
The welcoming attitude proved to be successful. Since 1998 the 
government has approved nearly 25 billion dollars of investment 
– mostly foreign and concentrated in the mining, hydropower and 
agricultural sectors3. Unfortunately, many of the newly arrived 
houseguests took advantage of the relaxed set-up. 

New rules

The PEI programme found that due to the cumulative scale of 
poor quality investments, the problem could not be tackled by a 
single initiative but rather had to be dismantled and confronted 
from many different angles.  Each phase of an investment life 
cycle, from arrival to departure, offered a different entry point for 
change. 

3  Vientienne Times, quoted by the Land Issues Working Group http://www.laolandissues.
org/2012/07/10/land-dispute-villagers-released/



STORIES OF CHANGE
Bangladesh, Laos, Malawi, Uruguay, Tajikistan

11

Working alongside the government, the initiative addressed 
the arrival conditions for FDI into the country. On the basis of 
a evaluation of sample of agricultural contracts for crops such 
as rubber and sugar cane, for the first time the government 
was able to measure the extent to which the contracts helped 
deliver on their national strategy to ‘reduce poverty, enhance 
development of human capital and have least impact on the 
environment’ (National Strategy for Private Investment Promotion 
and Management in Lao PDR). The process not only revealed the 
social and environmental deficiencies of current contracts, but 
demonstrated how the Lao economy could benefit from more 
long-term sustainable investment patterns. 

Encouraged by the findings of the analysis, the Lao government 
requested PEI support them to develop a new model contract for 
all subsequent agricultural agreements. The revised agreement 
ensures that the foreign company commit to promoting job 
creation, environmental standards and poverty alleviation.  While 
the model contract is still being finalised, clauses have already 
been used in negotiations with potential investors. 

For the villages of Thateng, such a contract would have 
empowered the government and local communities to better 
monitor the behaviour of the company to avoid such a scenario 
occurring. 

Monitoring behaviour 

The quest for high-quality investment may start as foreign 
companies cross the threshold, but will only be realised in full if the 
company’s operations are monitored and managed continuously. 
Until now, provincial governments in Laos have had no means of 
tracking or evaluating investments into their districts. 

The PEI team has been working with provinces across Laos to 
help local planners design, plan, monitor, and enforce investment 
contracts. Today, using a database built by PEI which documents 
investments across the country, planning officers are able to track 
what is happening and where. They are also equipped with a new 
Investment Monitoring Framework that allows them to assess the 
economic, environmental and social impact of investment on a 
continued basis. 
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A nation-wide approach 

The changes at the provincial level have been supported by 
national efforts. The government is now reviewing approximately 
one-third of the investments coming into the country. The 
National Assembly’s hotline, established in 2004 to allow the 
Lao public to submit issues of concern to parliamentary staff is 
inundated with calls regarding land rights and compensation. And 
now for the first time, mid-level planning officers are equipped 
with legal tools for responding, investigating and acting on those 
appeals. 

In June 2012 the Ministry of Planning and Investment in Laos 
announced a four-year suspension on new land concessions for 
rubber plantations and new mining licenses. Though not the first of 
its kind, the Minister of Planning and Investment, Somdy Duangdy, 
suggests that it signifies a new generation for foreign investment: 
“We will now inspect all approved investment projects,” he said. In 
future, “before approving any more projects, we will ensure that a 
thorough survey and allocation of land is undertaken”. 

The next generation 

The on-going mission of reforming foreign investment into 
Laos remains substantial given the scale of institutional change 
and capacity development required. The country suffers from a 
lack of finances and equipment, and there is still more technical 
training required for government officials responsible for reviewing 
Environmental Impact Assessments (EIAs) and monitoring 
investor compliance. 

For Grace Wong, a former PEI Technical Advisor, one of the 
biggest obstacles proved the limited outlets for community input 
into the national decision-making process. While PEI’s work with 
the government has catalysed practical responses to some of the 
immediate issues of poor foreign investment, there are still the 
thornier issues of land use, planning and tenure that have yet to 
be addressed. 

Now that the momentum for change is underway, the PEI is 
well placed to use its role as a convenor to support Government, 
donors and NGOs tackle these more weighty challenges.
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Conclusion 

In October 2012, the Laos government set up a task force to 
investigate the dispute in Sekong’s Thateng district. According to 
a government official [the taskforce] ‘will travel south to address 
the grievances of the people’4. 

Historically, the village residents have had little more than 
petitions and protests by which to make their case. If the work of 
the government continues in the same trajectory, in the future they 
will be protected by more powerful legal tools to safeguard their 
livelihoods and their local resources. The country is moving one 
step closer to ensuring that investment is judged by the quality of 
its social and environmental impacts - and not just its quantity in 
economic terms.

4  Land Issues Working Group website: http://www.laolandissues.org/2012/10/02/land-dispute-task-
force-formed/ 
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Malawi
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Malawi changes course after 
analysing the real costs and benefits 

of policy choices 

From the shoreline of Malawi’s great lakes each evening you 
can see lights blinking on its surface as fishermen hang lamps to 
attract fish to their boats. It is from here that the famous ‘Chambo’ 
comes, a white bream fish and a much cherished national dish. 
As one local tells me “you have not visited Malawi until you have 
tasted Chambo”. But in recent years the fish stocks in Lake Malawi 
have been declining. Fishermen have been forced to move further 
into the deep waters of the lake to find their catch, requiring new 
equipment that most can ill afford.

Far away, on Capitol Hill in Lilongwe, in the corridors of central 
departments and ministries, the government is very aware of 
the kind of devastation that waning fish stocks are having on 
their communities. Fisheries generate jobs for 400,000 people 
and livelihoods for 2 million Malawians, and fish provides up to 
40 per cent of the protein for the whole country5. The pressures 
of overfishing are being exacerbated by shorter rainy seasons 
as a result of climate change, which reduces water levels in the 
country’s lakes and disrupts fish breeding and nursery sites. As 
stocks deplete, local fishing communities are being forced to look 

5  Malawi – Summary of economic valuation of natural resources study, 2010, PEI 
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to alternative activities to earn income to feed their families and 
materials to fuel their homes. One alternative is the burning of 
charcoal, which has led to higher rates of deforestation in rural 
areas.

Prompted by new economic analysis and evidence of 
poverty-environment linkages, the government of Malawi have 
shifted the course of their national development strategy at the 
highest possible levels. The new approach is catalysing change 
throughout the tributaries of government to build more resilient 
futures for local communities and ecosystems across the country. 

The cycle of environmental degradation and poverty is one all 
too familiar in Malawi and extends far beyond the country’s fishing 
grounds. Having witnessed increasing rates of deforestation in 
Malawi over the past decade Nyuma Moghogho, Assistant Director 
of Forestry, comments that ‘Forestry’s core business is protecting 
trees, but if people are so poor that they have no option than to 
cut them down it is a hard task’. In the Department for Wildlife, 
a beleaguered Deputy Director sits at a desk stacked with letters 
about the legal proceedings for poachers caught operating in 
Malawi’s natural parks, a trend that has increased as food security 
has become a bigger issue in rural areas. 

Until recently, recognising the linkages between poverty 
alleviation and government spending on the environment has 
been a big challenge. Working for the Ministry of Tourism and 
Culture, Brighton Kumchedwa comments, ‘in a country like Malawi 
where poverty levels are so high, to say that we need to look after 
our wildlife sounds like we do not care for humans’. 

Counting the costs

In January 2011 a study initiated by the Poverty-Environment 
Initiative (PEI), a joint programme of the UN Development 
Programme (UNDP) and UN Environment Programme (UNEP), 
shifted the terms of the debate. For the first time, the costs and 
benefits of sustainable and unsustainable natural resource 
management in Malawi were quantified and compared in four 
areas, forestry, fisheries, wildlife and soils. In stark terms the 
findings showed that unsustainable natural resource use is costing 
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the country the equivalent of 5.3 per cent of GDP each year, more 
than the total funding allocated to education and health in the 
2009 national budget. It also revealed the untapped potential 
of the country’s wealth of natural resources for tackling extreme 
poverty. Soil erosion alone reduces agricultural productivity by 6 
per cent, and if this yield was recovered, an additional 1.88 million 
people would be lifted out of poverty by 20156. 

The study marked a turning point for both the government 
and its development partners. Jan Rijpma, working for 
UNDP, comments that the analysis proved that ‘we don’t do 
environmental programmes just because we want to protect a 
forest.  They have a development meaning, they make economic 
sense’.  For civil servants working in several sectors, the power of 
the report was that it was written in a currency that everyone could 
understand irrespective of their particular priorities. Previously 
under recognised sectors such as forestry and wildlife were shown 
to contribute 6.1 per cent and 2.7 per cent of the total share of GDP 
(up from 1.8 per cent and 0per cent in official statistics)7.  

Maurice Makuwira, who manages extension services in 
the fisheries sector, describes how the study has galvanised 
government and broader stakeholders, ‘I’ve sat in meetings where 
everyone is referring to the analysis that was done, where they’re 
saying “look at these figures”. For him, the economic analysis not 
only demonstrated the macro-economic contribution of natural 
resources to GDP but showed the links between investing in 
ecosystems and poverty alleviation and has marked a shift in the 
way that all government institutions understand the issues. 

From source to mouth

The findings of the economic analysis went far beyond the 
corridors of government. As a result of PEI’s outreach work they 
also hit the national papers with headlines of ‘US$191 million 
lost on natural resources yearly’ (The Malawi Democrat and 
The Nation).  The headlines built on a wider narrative being 

6  Economic Study – Economic Analysis of Sustainable Natural Resource Use in Malawi, January 2011, 
PEI and Government of Malawi 

7  Ibid. 



STORIES OF CHANGE
Bangladesh, Laos, Malawi, Uruguay, Tajikistan

20

spearheaded by the PEI through the launch of the Malawi State 
of Environment and Outlook Report (MSEOR). The publication 
provided a stock take of the state of natural resources and the 
environment, and brought together a wide range of academics 
and technicians from across the country. 

Daisy Kambalame-Kalima, a representative of a local NGO 
working with the private sector and civil society, describes how 
collectively these publications are providing local advocacy groups 
with the tools and the confidence to lobby the authorities. Just last 
year an oil company hoping to secure exploration rights on Lake 
Malawi was defeated by evidence from civil society organisations. 
Similarly, the Forestry Department are now being approached by 
tobacco companies and local businesses offering to support tree 
planting activities.

David Smith, PEI’s Regional Manager, recalls that ‘we didn’t 
receive one strongly negative pushback from the economic analysis 
[from the government] even though what it was saying was 
really tough’. He puts this down to the novelty of PEI’s approach, 
which seeks to go to heart of the decision-making process. In 
Malawi, the nerve-centre of the government is the Ministry of 
Economic Planning and Development. It is from here that the long 
term strategic decisions are made, and it is on the basis of their 
recommendations that budgets are decided and allocated by the 
Ministry of Finance. One civil servant describes it as the source of 
the ‘master-plans from which all else follows’ so it is the only place 
from which to affect institutional change.  

Establishing the PEI at the Ministry of Economic Planning and 
Development was met with some resistance. Themba Kalua, a 
Malawian national working for UNEP who was involved in setting 
up the PEI office three years ago, describes how it was an uphill 
struggle to convince all departments of the necessity of being 
based in such a central department, ‘most people thought that we 
should be in the environment ministry’. 

PEI starts from the premise that to mainstream environmental 
protection and poverty alleviation into the arteries and veins of 
government, it must get into the core of planning agendas and 
processes. For Smith the most critical part of the work in Malawi 
started months before the initiative had launched: ‘We carried out 
repeated scoping studies of how the government really worked, 
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not just at the macro level but also at the sector level’. By mapping 
out the institutional ‘lay of the land’ PEI were able to trace lines 
of decision making, pinpointing different pressure points in 
the system. This scoping stage was followed by a series of field 
visits, meetings and presentations with government ministries. 
The Director of Economic Planning, Yona Kamphale, recalls the 
moment that both he and his Principal Secretary were convinced 
of the approach, ‘Being an economist, you listen to the arguments, 
you see the linkages’. ‘It has made us understand that the issues of 
the environment are not for one person. It is an issue for everyone’. 

Shifting course 

PEI’s tactic of painstaking planning and relationship building, an 
over-arching strategy, has proved critical to some of the changes 
happening in Malawi. The national plan (the new Malawi Growth 
and Development Strategy II for 2011 – 2016) detailing the macro-
economic direction of the country for the next five years, identifies 
climate change and natural resource management as one of 
the nine priority areas for the country. In the next five years the 
government would like to allocate 19,028 million kwacha (US$ 
59,655 million) to environmental programmes and ensuring that 
all sectors prepare themselves and ward against a changing 
climate. While this figure is still dwarfed by spending on other 
sectors, such as spending on HIV/AIDs and education, it marks 
a significant turning point for a government who had previously 
not invested significant funds in the environment as a means of 
tackling poverty.

 

Sector transformation 

The shift in direction at the national level has prompted change 
across the sectors. In the case of fisheries, the new policy, currently 
being finalised, has a stronger emphasis on the protection and 
restoration of the shallow waters in order to sustain capture 
fisheries and the livelihoods they support. At the same time, 
it promotes aquaculture fisheries as an alternative source of 
investment, but introduces tighter regulation for the private sector.  
New monitoring stations on the lakes of Malawi will track any 
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changes to the water quality as a result of new cages or aquaculture 
feeding practices. Similarly, the new approach puts more emphasis 
on the role of fisheries in providing a source of nutrition for the 
country, and measures are in place to ensure that the final product 
reaches the consumer in good condition. The strategy encourages 
communities to influence policy decisions-making and play an 
active role in monitoring social and environmental standards in 
the fisheries sector. 

From policy to practice

Now that the national and sectoral transformation is underway 
the more herculean challenges of implementation still lie in the 
future. Daisy Kambalame-Kalima points out that the principles 
need to be translated from blueprints to daily decisions, and for 
her there are still some inconsistencies in government policy.  
Supported by the World Bank, the Ministry of Agriculture and 
Food Security spends 85 per cent of their budget, approximately 
10 per cent of the national budget, on the Farm Input Subsidy 
Programme, which subsidizes improved inputs like hybrid (maize) 
seeds and fertilizers. The sheer scale of the subsidy is hindering 
investment in other areas and there are question marks around the 
impact that such high doses of synthetic fertilisers are having on 
the local ecosystems. As yet there are no plans to tackle the issue 
of subsidy reform. 

Conclusion 

The process of hardwiring the connections between poverty 
and environmental protection into Malawi’s core development 
strategy is well underway. The changes are happening upstream 
and it will take time for all of the affects to filter down through 
the many tributaries of government. But, for the lives of fishermen 
and women on the lakes of Malawi the shift in policy direction 
signifies more stable incomes, greater resilience to climate change 
and new opportunities for local entrepreneurship. As long as the 
momentum for change is not lost, it will also mean that that the 
famed Chambo fish species will thrive for future generations.  
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Bangladesh
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Bangladesh pioneers new
 ‘climate change accounts’ to reveal 

the real cost of adaptation

The year is 2020. The place is Bangladesh. It is budget day 
and the Minister of Finance is due to make his report on the 
country’s progress. Bangladesh has undergone some remarkable 
changes in recent years. Over 26,000 kilometres of road have 
been reinforced and elevated, 708 kilometres of rail track have 
been raised by half a metre or more, and US$ 421 million has been 
spent on new coastal dyke systems8. Even the poorest villages are 
equipped with early warning stations, and community farmers 
and women’s groups use mobile phones to keep up to date on the 
latest climate resilient crops and technologies. Robust sanitation 
systems that can endure extreme floods and cyclones are now in 
place across the country. 

Progress has been driven by a highly sensitised system of 
national and local ‘climate change accounting’. The accounts 
generated allow the Ministry of Finance to track spending on 
adaptation across all departments to assess the efficiency of 
their strategies. By calculating the scale of the ‘development 
deficit’ caused by climate change, the government is also able 
to leverage finance both from international payments but also 
through the country’s own fiscal framework. 

8  Figures based on predictions by World Bank report on ‘Climate Proofing Infrastructure in Bangladesh. 
The incremental cost of limiting future inland monsoon flood damage’
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Thanks to the efforts of the government of Bangladesh this 
scenario may soon be a reality.  Working closely with the Poverty-
Environment Initiative (PEI), the government is developing 
a sophisticated climate change accounting system which is 
revealing some startling truths about the scale and shape of the 
‘development deficit’.

With 140 million people, Bangladesh is one of the world’s 
most populated countries in the world. It is also one of the most 
vulnerable to the impacts of climate change. Cyclones, floods and 
droughts have long been part of the country’s history but they 
have intensified in recent years. Two-thirds of the labour-force 
directly depends on the local environment for its livelihood, and 
the severe weather conditions are hitting the poorest communities 
the hardest.  

As a result of the long exposure to natural hazards, Bangladesh 
is one of the leaders in adaptation strategies, particularly in flood 
protection systems, disaster management schemes and irrigation 
programmes. As the climate change challenge has intensified, the 
country’s efforts to protect its communities have extended beyond 
physical capital investment. From new health services dealing 
with waterborne diseases linked to the increase in flood waters, 
to programmes teaching community groups about early warning 
systems or reskilling the labour force with alternative agricultural 
methods,  the government of Bangladesh is now implementing a 
wide raft of measures to help their citizens prepare for increasingly 
unpredictable future. 

Local communities are also taking up the adaptation challenge 
in innovative ways. Farmers are experimenting with ‘floating 
gardens’ to allow them to grow produce in the flood waters 
throughout the year, others are building concrete platforms on 
which to raise their homes and planting water-thirsty plants 
around their houses. 

Yet, until recently, the government had no way of tracking 
its spending on climate change adaptation across all of 
its departments, making it near impossible to assess the 
effectiveness of their policies. As Paul Steele, PEI regional co-
ordinator, describes this is in part because much of the spending 
happens at the local and community level but also because, 
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traditionally, climate change expenditure has been associated 
with the Ministry of the Environment rather than as a cross-
ministerial issue. However, on the basis that climate change 
expenditure was becoming high profile, the Ministry of Finance 
were keen to investigate the scale of spending across the 
government. Together with the PEI, they launched the Climate 
Public Expenditure and Institutional Review (CPEIR).

New ‘climate change accounts’

Merylyn Hedger, a consultant from the Oversees Development 
Institute (ODI)9 which has supported the UN to pioneer similar 
budget review processes around the world, describes how the 
expenditure and budget analysis went beyond physical capital 
investment, such as on roads or infrastructure, and analysed 
spending on social protection including health, education, women 
and children affairs as a result of climate change. For the first 
time, the review also analysed spending by the Local Government 
Division to identify of climate change expenditure at local levels. 

Taken together, the review tracked spending on climate 
change across 37 different departments and assessed 13,000 
budget codes. The process was painstaking. It required intricate 
knowledge of the institutional makeup of the government and 
unprecedented levels of cooperation. Key champions within the 
Ministry of National Planning as well as from local government 
authorities proved critical for seeing the review through to its 
conclusion.

A crippling bill

The results of the budget and expenditure review were telling. 
It showed in stark terms that the vast majority of climate funding 
is embedded within multi-dimensional programmes across 
numerous government departments. Taken together, Bangladesh 
currently spends US$1billion a year, 6 – 7 per cent of its annual 
budget, on climate change adaptation. 

9  ODI have pioneered similar studies in a number of countries including Nepal, Thailand, Samoa and 
Cambodia
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The figure is more startling when seen in context of the World 
Bank’s recent estimation that ‘Bangladesh will need US$5.7 
billion for adaptation by 2050’. The budget review revealed that 
Bangladesh is spending nearly a fifth of that a year already. 

Contrary to popular assumptions, the budget review showed 
that it is the Bangladesh government, not international donors, 
which is picking up the bill. Three-quarters of money spent on 
climate change in the country comes directly from the government, 
while one-quarter comes from international donors. The irony of 
the finding will be lost on few people: the average European citizen 
emits as much carbon in 11 days as the average Bangladeshi in an 
entire year. Yet it is the government and the people of Bangladesh 
who are expected to pay for the escalating costs. 

The expenditure review also revealed that poorer households 
need far more to adapt to climate change. For the extreme poor 
and landless households, the damage from climate change  often 
significantly exceeds their income, some by more than double the 
amount. In short, it is the poorest communities in Bangladesh who 
are being landed with a crippling development deficit. 

Institutional change

Manumur Rashid from the Ministry of National Planning 
describes how the review created quite a stir within and beyond 
the Ministry of Finance. In a country where two-thirds of the 
labour force directly depends on environmental resources for their 
livelihood the issue of climate change is not relegated to the fringe 
of political discourse but is now a central electoral issue. Voters 
need to know how much, and how effectively, their taxes are being 
spent on responding to climate change. The budget review findings 
have provided the government with the first bank statement. 

The expenditure review has moved the issue of climate change 
beyond the sole remit of the Ministry for the Environment. By 
bringing together civil servants from across diverse ministries 
including from agriculture, disaster management, water resources 
and local government, the initiative has proven the relevance 
of climate change to all departments. For Mark O’Donnell, a 
consultant for the PEI who undertook the financial analysis on 
the national budget, the levels of cooperation between ministries 
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pioneered by the process would not have been possible without 
the commitment of the Ministry of Finance who have come to 
recognise that the government’s expenditure on climate change is 
one of national economic importance. 

Informing the global agenda 

The expenditure review is also making an impact beyond 
national borders. Bangladesh’s Minister for the Environment has 
used the findings in statements in parliament and at international 
climate change negotiations. As the country is a very prominent 
player in the international scene, representing and fighting for the 
needs of other Least Developed Countries (LDCs) grappling with 
escalating climate bills, the hope is that the figures will support 
a stronger negotiating position at the global level to leverage the 
kinds of funds required to fill the development gap as a result of 
climate change. 

Dawn of a new fiscal framework 

On the back of the CPEIR process, the Government has 
recommended introducing a climate budget code so that it can 
track spending on a more continuous basis across all government 
departments from health to education, from disaster relief to 
agriculture. The code would not only be applicable on the national 
level but also at the municipal level, in order to draw up a much 
clearer picture of how local authorities are grappling with the 
practical dimensions of protecting communities and livelihoods. 

The budget tracking process is part of a wider strategy now 
being spearheaded by the Ministry of Finance to introduce a 
‘Climate Change Fiscal Framework’. The approach will allow 
the government to track the demand and the supply for funds 
associated with climate change, as well as the sources of funds 
available from domestic and external sources. In short, it will 
provide a live checking account for climate change costs. 

For Rashid, it is a significant shift in government thinking. For 
the first time, climate change is no longer merely an additional 
demand, it is central to the country’s development prospects. 
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For him, a very different ‘budget day’ is now in sight - one on 
which the Minister of Finance will follow his presentation of a 
national economic budget with the national climate budget. 
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Tajikistan
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Tajikistan overhauls its 
whole planning process with the 

‘triple bottom line’ 

In the Gonchi district in the Sughd region of northern Tajikistan 
a group of women tend to batches of crops in a solar greenhouse. 
In spite of the cold weather, the crops are doing well and will 
continue to flourish throughout the winter months. The produce, 
which includes tomatoes and cucumbers, not only provides a 
vital source of food for the women’s families but the surplus can 
be sold to other villages in the district. Over a six month period, 
each greenhouse can generate up to US$3600, an essential 
income source for them and their families. Over the last year the 
new women cooperatives have learnt how to tend crops, make 
organic compost and run the greenhouses as successful micro-
enterprises.

The solar greenhouses are just a tiny glimpse of the change 
that is happening across Tajikistan as the government has started 
to rewire its planning processes from top to bottom. Revised 
development plans, new indicators and practical guidelines are 
helping to drive investment towards new green enterprises in 
some of the poorest communities, proving that the triple bottom 
line approach of ‘people, planet, profit’ can jumpstart progress. 

In Tajikistan, known to some as the ‘land of rugged mountains’, 
productive soil is a precious asset. Agriculture provides the 
backbone of the economy and supports the livelihoods of two 
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thirds of rural communities.  Yet the steep terrain that characterises 
the country means that only 7 per cent of land in Tajikistan is 
suitable for farming.  As pressure on available land has mounted so 
too have unsustainable agricultural practices, leading to depleted 
soils, deforestation and waning productivity. The challenges have 
been further exacerbated by climate change.

While Tajikistan’s national development plans (National 
Development Strategy and Poverty Reduction Strategies) 
describe the need for environmental sustainability, the country 
has struggled to convert their objectives into meaningful progress 
on the ground. Manuchehr Rakhmonov, an economic advisor to 
the government working for UNDP, explains how ‘national budgets 
as well as local budgets suffer a lack of resources and are mainly 
oriented to satisfy social needs, so it is a challenge for planners to 
allocate funds for introducing and supporting good environmental 
initiatives’.  

Since 2010 the government of Tajikistan has been working 
with the Poverty-Environment Initiative (PEI) to tackle the duel 
challenge of environmental protection and poverty alleviation.  In 
view of limited budgets, the government was keen to demonstrate 
to communities and fellow policy-makers that investing in the 
environment could support their longer-term objectives to help 
the poorest communities. By working in partnership with the 
Ministry of Trade and Economy (MEDT) as part of the UNDP 
cross-thematic Communities Programme, the initiative has 
been working at all levels of government to show that a poverty-
environment approach is one that can spur enterprise and support 
new livelihoods as well as restore ecosystems. 

Building on existing machinery 

Having assessed the entire planning process, from the national 
down to the local or ‘jamoat’ level to find the pressure points 
for transforming the policy cycle, the government discovered 
that one of the key bottlenecks was at the sub-national level. 
In some cases, the plans barely acknowledged environmental 
issues, while district and regional authorities lacked the training 
or the capacity to assess the state of their natural resources. The 
Sughd region in the north of Tajikistan generates 40 per cent of 
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the industrial and 30 per cent of the agricultural production of the 
entire country. As an engine of growth for the country, it has been 
the focus of much investment both from the government and from 
international donors. 

In line with PEI’s strategy of working with existing institutional 
arrangements, the initiative partnered with the multi-donor 
Regional Growth Programme (RGP), implemented in 14 districts 
and 65 jamoats of the Sughd Region, to rework its development 
plans. Henrieta Martonakova, regional programme focal point for 
PEI, describes the importance of building on a programme that 
was already underway, ‘By working with established mechanisms, 
rather than designing new machinery, we were able to build 
on the work already underway and the relationships with key 
stakeholders’. 

On the back of PEI’s interventions, for the first time, 
representatives from the country’s environmental department 
(Committee for Environmental Protection) were given a place at 
the table to develop the regional development plans.  Working 
closely with community leaders and government representatives, 
the initiative developed guidelines to help district planning officers 
integrate poverty-environment issues into their development  
planning process.  

As a result of the work, the Sughd regional development plan 
and all fourteen district plans describe poverty-environment issues.  
Planners around the country can now learn from the experiences 
in the Sughd region via a handbook that details in practical terms 
how to bring poverty-environment into the planning process.  The 
national statistics agency has also now incorporated the indicators 
developed at the regional level into its database in order to track 
and monitor the new objectives. 

Redirecting investment flows 

Zufira Pulatova, the former National Project Manager for PEI, 
describes how overhauling the planning process at the sub-
national and district level required proof of how the approach 
could bring benefits; ‘Initially, local government representatives 
and communities saw us as environmentalists. They were not 
convinced that the approach would bring economic benefits. 
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We needed to have evidence and to show in practical examples 
that the approach could work’. 

The PEI discovered that key financial flows into the Sughd 
region were not informed by environmental or social criteria. The 
international donor led Trust Fund mechanism was aimed at job 
creation and income generation; while local micro-finance lenders, 
who provide an important source of investment for communities, 
were offering loans on the basis of a single criterion; return on 
investment.  

Dilafruz Mavlyanova, an economic advisor with UNDP working 
with the RGP, describes how on the one occasion when one local 
micro-finance institution had offered a ‘green’ loan in 2009, there 
had been no interest from local communities because they too 
were unconvinced that such enterprises could make a profit. 

Working with PEI, local authorities set out to explore the kinds 
of business initiatives could bring profits as well as improve lives 
and ecosystems over a long term period. Local communities were 
supported in identifying ‘green’ products and services, which 
were then evaluated by representatives from the environmental 
department. The process of working alongside communities 
proved an important means of engaging and building the capacity 
of local people to understand the environmental impact of 
different business ideas. 

Today over 65 enterprises are supported by the regional trust 
fund mechanism that answer both environmental and poverty 
reduction criteria.  There are also numerous other projects ranging 
from irrigation wells and organic composting systems to waste 
disposal units encouraging recycling. Similar to those in the Gonchi 
district, there are now 10 cooperatives in action supporting jobs 
for 30 women as well as an alternative - and in some cases only 
-  family income throughout the cold winters. For the first time, 
women are taking an active role in local economic activity rather 
than having to rely on unreliable remittances from abroad. 

Transforming the national approach 

The success of the new approach at the sub-national level has 
proved an important evidence base for national policy makers. 
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Zufira Pulatova describes how ‘Now that we have shown 
in practical terms the impact at the regional level, the 
Ministry of Finance has been convinced by the approach’.  
 
Working closely with the government, PEI has helped to develop 
the next national mid-term strategy for the country. Martin Smutny, 
a technical advisor for PEI, emphasised how the process brought 
together a team of government departments, NGOs and business 
partners to review the plan in detail.  

The national strategy has yet to be finalised but it is likely that 
some of the key areas, such as energy and water resources, will be 
revised with a new poverty-environment focus, which ultimately 
will help to reallocate budgets towards more sustainable 
development.   

Smutny comments that the progress at the national level 
is very encouraging but that to ensure the biggest impact, the 
intervention needs to start at the beginning of the review process, 
and that ‘Impact doesn’t hinge on analysis. Government agencies 
ranging from energy, transport, and agriculture all have different 
priorities, so it is important to allow them as much time as possible 
to understand the implications of the nexus to their priority’.  

Many stakeholders also stress that the lack of cooperation 
between ministries in Tajikistan continues to prove a considerable 
obstacle. Prior to the PEI’s work in Tajikistan the Environmental 
Protection Authority and the Ministry for Economic Planning had 
rarely met. Now that relationships have been forged between 
the different Ministries, it is critical that the work continues into 
implementation and the development of sector plans.

 

Conclusions

The government of Tajikistan is overhauling all aspects of the 
development process, from the plans on the table, through to the 
investment flows and the monitoring arrangements. While there 
is still a long way to go, the method is already proving that a triple 
bottom line can deliver tangible results. For the women’s groups in 
Gonchi and communities around the country the new approach is 
providing them with a more stable and independent future. 
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Uruguay
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Sharing the waste, sharing the wealth: 
Uruguay uses the law 

to catalyse the transition 
to an inclusive green economy 

In a depot near Canelones, Uruguay, a team of men and women 
wearing boiler suits and safety gloves separate glass, cans and 
plastic on a conveyor belt.  Machines cleaning and packaging the 
materials for recycling can be heard whirring in the background. 
Crates packed full of newly recycled plastic bottles line the walls 
of the warehouse waiting to be sent to the processing plant. It is 
near the end of the day and the workers will soon be collecting 
their earnings and leaving for the day. 

Before joining the waste cooperative,  Ave Fenix (The Phoenix), 
the workers were part of an informal labour-force which gathered 
rubbish from the streets and sprawling landfill sites around the 
city in search of recyclable materials. Due to the lack of official 
sorting sites, the waste collectors were forced to use the sides 
of roads, nearby wastelands or even their homes to sift through 
the rubbish. Leaking batteries, dirty nappies and contaminated 
needles were just some of the hazards they were exposed to 
on a daily basis. For many, the conditions and risk of infection 
were overshadowed by the indignity of the daily work and the 
harassment they were subjected to on the streets of the city. As 
informal workers they had no contracts, no pension, no guarantee 
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of work and they were powerless to demand better working 
conditions. Informal waste collectors have long been the invisible 
but essential link in the waste management cycle – until now.  

For the first time, waste recyclers in Uruguay are recognised by 
national law - giving them the right to decent working conditions, 
stable salaries and social protection. Prompted by a new 
understanding of the linkages between poverty and environment 
at the national policy level, the government of Uruguay is 
committing more funds and resources to apply the same lessons 
to other major issues confronting the country. 

The waste industry is big business in Uruguay. In a country where 
92 per cent of the population live in urban areas and 40 per cent of 
the country are Montevidians, in the capital alone up to 800 tons 
of household waste is processed daily.  In the push for a greener 
economy the plan is for that figure to increase substantially in the 
coming years. An important link in the waste cycle is the gathering, 
sorting and selling on of materials to be recycled. Traditionally, 
the work has been carried out by a workforce of informal waste 
recyclers - according to government estimates, 30,000 people in 
Montevideo are involved in this sector10. 

In the past, waste management has been seen as an 
environmental issue in Uruguay and one that primarily concerns 
municipalities. Working in partnership with the Poverty-
Environment Initiative (PEI), a joint programme between UNDP 
and UNEP, the government is now approaching the issue from a 
very different angle, one that considers the human, as well as the 
ecological, dimensions of the waste cycle. 

Mapping the problem  

To understand the different stages of the waste cycle, and the 
scope to improve its environmental and social performance, PEI 
brought together the Planning and Budget Office, the Ministry of 
Social Development and the Ministry of Housing, Land Planning 

10  Webpage: http://www.undp.org/content/undp/en/home/presscenter/articles/2011/11/09/uruguay-re-
cycling-waste-into-livelihoods.html
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and Environment. Gabriel Labatte, PEI Regional Coordinator, recalls 
how initially government representatives, though familiar with the 
theoretical links between poverty alleviation and environmental 
protection, were not convinced that both dimensions could be 
tackled by a joint policy framework and bring about change on 
the ground. But by working together to map out the whole waste 
management cycle, they came to see that this was not merely an 
issue of resource efficiency or environmental protection. It was 
one of health, due to the unsanitary conditions that workers were 
subjected to; it was one of social policy, including child labour and 
access to social security; and it was one that shaped the prospects 
of some of the poorest communities in Uruguay.  

Re-framing the law

Together, the ministries turned their attention to the current 
institutional arrangements for the waste cycle, particularly 
the Packaging Law created in 2004 to promote the reduction, 
reuse, recycling and recovery of disposable packaging, which 
was already under review. The law was aimed at clarifying 
institutional responsibilities, such as those of the supermarkets 
and manufacturers to recycle their goods, rather than the role of 
informal waste collectors – the human link in the chain. Supported 
by the PEI, the government has now been working to revise the 
Packaging Law to support new management systems that focus 
explicitly on the role that informal workers play in the waste cycle.  
A centralised plan was launched under the aegis of the Uruguayan 
Chamber of Industries to build ‘clean recycling circuits’ that prioritise 
the recruitment of informal workers. 

Law into practice 

In the process of devising the national policy, central government 
ministries were keen for more evidence as to how it would be 
realised on the ground. So, working closely with the Canelones 
municipalities, the initiative trialled the new management systems 
in four pilot waste cooperatives, including the Ave Fenix depot, 
developing business plans that would not only support their 
operations and bring in a stable source of income for all of the 
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workers, but would also provide a decent standard of work and 
access to social security. 

For Viviana Basanto, of the Ministry of Social Affairs, the work 
at the cooperative level was critical for understanding the human 
dimensions of the waste cycle for the first time ‘PEI’s analysis made 
this a social issue. It brought the vision of our ministries closer 
together’.  On the basis of findings from the pilot cooperatives, 
the PEI initiative was able to model the national level policy 
framework to ensure that aspects such as health, sanitation, and 
social security were prioritised in the management models.  

Today, an estimated 270 waste workers are involved 
cooperatives similar to that of the Ave Fenix in Canelones. Local 
government provides sanitary recycling depots and sorting 
equipment. Waste recyclers receive basic social protection 
measures as well as twice the minimum wage. Above all, workers 
describe how the employment is giving them back their sense of 
dignity and self-esteem. The cooperatives are already performing 
well, achieving a recovery rate of 17 per cent of solid waste. Just as 
the name Ave Fenix (The Phoenix) implies, the waste cooperatives 
are providing people with the chance to reconstruct their lives, but 
this time on a more secure and stable footing.  

Uptake of the law

Building on the work at the cooperative level, the mayor of 
Canelones has launched a city task force that brings together 
representatives from across all departments to tackle the issue of 
waste management at a larger scale. The taskforce is building a 
new management system for dealing with the waste from large 
enterprises that also creates opportunities for formal work and 
social inclusion of informal recyclers. Similarly, in Montevideo, 
where the majority of informal waste collectors live in chronic 
poverty, is now implementing the Packaging Law at a larger scale. 

The PEI is now working on a national assessment of five of 
the country’s departamentos to assess the extent to which new 
management systems are being taken up and how they can be 
improved using the experience in Canelones as a practical example 
of how the law can be used to tackle poverty and social inclusion.
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The government of Uruguay is aware that it will take time to 
apply and develop the Packaging Law across the whole country. It 
will require active engagement on the part of local and municipal 
level authorities, and will also need to be sensitive the local context. 
As Jimenz Perez, PEI National Coordinator, notes their work has 
demonstrated how the cooperatives model is not a panacea for all 
of the communities working in the informal waste sector, many of 
whom have not only suffered from the effects of chronic poverty for 
many years but are also afflicted by illness and alcoholism.  Jorge 
Rucks, National Director of the Environment, notes that the number 
of waste workers engaged in cooperatives is still very small given the 
scale of the problem in Uruguay, and that there is still much work 
to be done. However, for him, the strength of PEI’s approach is that 
it brings work on policy down into tangible results on the ground. 
‘PEI has helped bring down our political statements, our policies, to 
transform them into something real and concrete’, he says.  

Institutional transformation 

For Jorge Rucks there is also the longer term significance of PEI’s 
work in the country. The initiative has forged new links between the 
different government departments and agencies in ways that they 
have struggled to achieve in the past. ‘PEI has been very important 
to achieve articulation within state agencies because we as a 
government have tried to find ways to break the partial vision that 
one department is responsible for the social aspects, another for 
health, another for the environment’. The experience of working 
collectively on waste management has shown the advantages 
of pooling budgets to generate benefits across different social, 
economic and environmental challenges. 

As a result of the work on waste management the Ministry 
of Social Development has agreed a six-fold budget increase 
to support the integration of poverty and environment into  its 
development policies, including that of waste management, over 
the next five years (from US$350,000 in 2010 to US$2.15 million 
in 2014). The decision marks a significant shift in the government’s 
approach and a commitment to ensuring that the connections 
between poverty alleviation and environmental protection are 
brought to the forefront of national policy-making. 
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The Office of Planning and Budgets (OPP), which holds the 
purse strings for all ministries, is now so convinced of a more 
integrated approach that it has scaled up its work on strengthening 
the linkages between poverty and environment into its planning 
process. An additional 10 staff positions have been established 
and national funds have been earmarked to develop the work 
across different sectors. Gabriel Labbate, regional manager of the 
PEI, considers that the organisational changes signify a longer-
term commitment to tackling the interface between poverty 
reduction and environmental protection ‘the reorganisation of a 
key unit in the Budget ministry will mean that it will be the one able 
to continue the work long in to the future’. 

Modelling the just transition 

Around the world, governments are gearing up to make the 
shift to greener economies. It is their labour forces who make 
that transition possible, but all too often those workforces are 
invisible or under-represented. By exposing the essential role that 
waste collectors play in the recycling cycle and using existing legal 
frameworks to protect those workers, the government of Uruguay 
has helped to model what a fair and positive transition looks like in 
practice. Let the approach be an example to the rest of the world. 
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