CHALLENGE
CORPORATION

REDUCING POVERTY THROUGH GROWTH

July 2006

MCC’s FINDINGS IN THE SEARCH FOR A
NATURAL RESOURCES MANAGEMENT INDICATOR

As part of its search for an indicator that assesses a country’s economic policies that promote the
sustainable management of natural resources, MCC issued a public “call for ideas” to seek input from a
broad range of experts and stakeholders. MCC assembled a group of economists and natural resources
management experts to individually evaluate the ideas it received and the two highest-rated proposed
indicators were a Natural Resource Management Index from Columbia University’s Center for
International Earth Science Information Network (CIESIN) and the Yale Center for Environmental Law
and Policy, and an Access to Land indicator from the International Fund for Agricultural Development
(IFAD).

These indicators received high rankings from MCC’s independent experts on the extent to which they
meet the legislative mandate and with respect to MCC’s general criteria for an indicator:

e developed by an independent third party;

utilizes objective and high-quality data;

is analytically rigorous and publicly available;

has broad country coverage and is comparable across countries;

has a clear theoretical or empirical link to economic growth and poverty reduction;

is policy-linked, i.e. measures factors that governments can influence within a two to three year
horizon; and

e has broad consistency in results from year to year.

Scholarly research suggests that performance on these indicators provides a good indication of whether
governments are investing limited resources in ways that will increase economic growth, reduce
poverty, and improve natural resource management. Improvements in environmental health and
protected areas (as measured in the NRM Index; see next page) play an important role in achieving
sustainable economic growth and natural resource management. Secure land tenure facilitates long-term
investments in land productivity and diminishes the likelihood of short-term decisions with negative
environmental impacts such as deforestation and slash-and-burn agriculture.

For questions regarding the consultation process or the indicators themselves, please contact
MCC’s office of Development Policy at: MCCDevelopmentPolicy@mcc.gov.
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NATURAL RESOURCE MANAGEMENT INDEX

What it measures:

Columbia University’s Center for International Earth Science Information Network (CIESIN) and the
Yale Center for Environmental Law and Policy have created a composite measure of natural resource
management made up of four indicators:

e Eco-region Protection: Developed by CIESIN, this component assesses whether countries are
protecting at least 10% of all their biomes (e.g. deserts, tropical rainforests, grasslands, savannas,
and tundra). It is designed to capture the comprehensiveness of a government’s commitment to
habitat preservation and biodiversity protection. The World Wildlife Fund provides the
underlying biome data, and the United Nations Environment Program World Conservation
Monitoring Center — in partnership with the IUCN World Commission on Protected Areas and
the World Database on Protected Areas Consortium — provide the underlying data on protected
areas.

e Access to Improved Water: Produced by the World Health Organization (WHO) and the
United Nations Children's Fund (UNICEF), this component measures the percentage of the
population with access to at least 20 liters of water per person per day from an “improved”
source (household connections, public standpipes, boreholes, protected dug wells, protected
springs, and rainwater collection) within one kilometer of the user's dwelling.

e Access to Improved Sanitation: Produced by the WHO and UNICEF, this component measures
the percentage of the population with access to facilities that hygienically separate human
excreta from human, animal, and insect contact. Such facilities include sewers or septic tanks,
poor-flush latrines, and simple pit or ventilated improved pit latrines, provided that they are not
public.

e Child Mortality (Ages 1-4): Produced by the Population Division of the United Nations
Department of Economic and Social Affairs, this indicator measures the probability of a child
dying between the ages of 1 and 4. Since the causes of child mortality among 1-4 year olds are
predominantly environmental, this indicator is considered to be an excellent proxy for underlying
environmental conditions.

The Pilot 2006 Environmental Performance Index (EPI) provides additional information on each of
these indicators and is available at www.yale.edu/epi/ and at http://sedac.ciesin.columbia.edu/es/epi/.

Why it matters:

Eco-region protection is important because ecosystems provide essential services, such as clean water,
fresh air, healthy soils, livable climates, and wild foods that underpin human welfare.' Protected areas
constitute a proven approach to preserving ecosystems." In addition, protected areas can generate a
significant amount of income by providing opportunities for investments in ecotourism and bio-
prospecting, generating debt relief through debt-for-nature swaps and carbon credit arrangements, and
attracting international conservation investments. Studies also show that, in the absence of a well-
managed protected areas system, the environment both inside and outside of protected areas tends to
deteriorate."

Lack of access to clean water and sanitation services are two of the most important environmental
threats to human health in the developing world. Every year, roughly 1.7 million lives and 54.2 million



“life-years” are lost to unsafe water and inadequate sanitation, and poor people disproportionately bear
this burden. The depth of a government’s commitment to sustainable water and waste management is
reflected in their effort to improve access to these essential public services.

Access to these clean water and sanitation services affects economic growth and poverty reduction
directly through the channels of improved health and higher total factor productivity." Lack of access to
these basic services affects labor productivity by spreading diseases such as dengue, hepatitis A and E,
cholera, dysentery, and diarrheal diseases, encouraging the spread of malaria-infected mosquitoes, and
making it difficult for people to retain food and nutrients. Many poor people also spend a significant
number of daylight hours fetching water, which further lowers levels of labor productivity.” Parents,
spouses, and older children also often forgo income generating activities to care for family members
afflicted by water-borne diseases.

A government’s commitment to reducing child mortality among 1-4 year olds also provides an excellent
indication of its broader commitment to natural resource management. CIESIN and the Yale Center for
Environmental Law and Policy estimate that roughly 80% of all of the deaths in the 1-4 cohort are
attributable to environmental factors — in particular, indoor air pollution and unsafe water and
sanitation.” Indoor air pollution, which is primarily caused by lighting fires indoors for heating and
cooking, contributes to roughly 1.6 million premature deaths and 38.5 million lost “life-years” every
year." Yet, with modest investments, these deaths and illnesses are completely preventable. Studies
show that interventions, such as dissemination of improved efficiency household stoves and public
awareness campaigns about the importance of proper ventilation, come at a very low cost and save

lives."! The health and economic benefits of water and sanitation initiatives are also well-documented.™

ACCESS TO LAND INDICATOR

What it measures:

IFAD’s Access to Land indicator, a component of its Performance Based Allocation System, assesses
the existence of an institutional, legal, and market framework for secure land tenure. Specifically, it
measures the extent to which:

e “arange of land access mechanisms is available to rural poor households, including women,
indigenous populations and other vulnerable groups, and their land access is generally secure;”

e “the law guarantees secure, equal, and enforceable land rights to poor men and women;”

e “the majority of land holdings are titled and/or registered;”

o “formal land markets [the free buying, selling, and renting of private land] function effectively
and are used by the rural poor;” and

e “the government has a policy for the clear and equitable allocation and management of common
property resources.”

More on IFAD’s indicator methodology is at: www.ifad.org/gbdocs/gc/27/e/GC-27-1L-6.pdf
The 2004 IFAD country scores can be found at: www.ifad.org /gbdocs/gc/28/e/GC-28-1L-9.pdf

Why it matters:

Secure land tenure is a critical component of sustainable natural resource management because those
who lack clear ownership or use rights to their land are less likely to make long-term investments in land



productivity and more likely to make short-term decisions with negative environmental impacts such as
deforestation.” In Ghana, for example, there is evidence that farmers are significantly more likely to
make long-term investments in land by planting trees when their land rights are secure.”

Conversely, insecure land tenure can contribute to severe land degradation by encouraging the mining of
soil fertility and organic matter, slash-and-burn agriculture, and encroachment into ecologically-
sensitive areas. Studies show that land tenure insecurity has accelerated deforestation and a range of
other unsustainable natural resource management practices in Latin America, Africa, and Asia."

In addition to cultivating a longer term perspective on land use, secure land tenure also eases the
difficulty of establishing the systems of securitization that are necessary to deliver water and sanitation
services: private companies and public utilities generally do not provide access to credit, water,
sanitation, telephones or electricity unless the individuals requesting service possess a property title.*"
Finally, secure land tenure plays a central role in the economic growth process by giving people long-
term incentives to invest and save their income, enhancing access to essential public services, allowing
for more productive use of time and money than protecting land rights, facilitating use of land as
collateral for loans, and contributing to social stability and local governance. Improvements in tenure
security also tend to generate “pro-poor” growth because the benefits generally accrue to those who
have not possessed such rights in the past.
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