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The way forward for hydropower

New development strategies lead to renewed
optimism for hydropower

total of 515 delesates represent-
ing 32 countries amended

‘Hydro 2003; The Wiy Forward for
Hydropower', in Cavtat (Dubrov-
nik}, Croata, from 3 10 6 November,
This was Hvdropower & Dams" tenth
inteimational conference.

Participants heard senior represens
tatives of the World Bank and the
Asian Development Bank re-affirm
their strong commitment o support-
ing future water resources develop-
ment projects, and - discussing Tuture
specific plans, partnerships and new
approaches to project financing.

Partmerships and best practice (in
planning, developing, financing bnd
technoloey) were key themes in the
debates during the four day event; 14
seastons looked a1 hvdropower poten-
Hal, regional power trling, fnanc-
ing; social cand  eavironmental
gspects, coonomics,  refinements: n
machinery 1o mprove safery and effi-
ciency, mnnovations in civil works,
sedimentaion management, uprating
and refurbishment, and public aware-
ness concerming hydropower.

Organized snd  hosted by The
International Sourngl on Hydro-
power &  Dams with  NetWork
Events, Hydro 2003 was supported
by the Croatian national utility
Hrvarska Elektroprivreds; the World
Bank, the Internations]l Hydropower
Association, the  International
Commission on Larse Dams, and the
Croatian National Commities on
Large Dams.

in terms of registercd conference
participants and countrics Tepresent-
ed, Hydro 2003 was HdD's largest
international event 1o date. It was
generally agreed that this conference
was ulso able to present o much more
optimistic’ view than those in previ-
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ous years on folure prospects  for
accelerated hydropower - develop-
ment, based on wider acceptance of
the role hydro can play in social and
economic development.

High level delegations were present
from many countries with major
hydro  development  programmes
under way or planned, such as:
Ethiopia, Liganda, Cameroon.
Kenya, DR Congo, Rwanda, Brazil,
Canada, Turkey, India, Mcpal, Laos,
Malaysia, Thmland, and Japan.
There wis also incressed participa-
tion from southeast Europe, includ-
delegations  from Slovenia,
Romania.  Albania;  Serbia  and
Monlenegro, Poland, Macedonia
(FYE), and the Russian Federation.

Thie multilateral development banks
were well represented, with s large

ing

delepation from the World Bank,
headed by Senior Water Resources
Adviser John Briscoe. and including
officers from the Asia Pacific region,
the Latin  American Carribbean
region. and the Private Finance
Cruaraniees Department.. The Workd
Bank had also Fcilitated the partic-
pation of representatives of the
Ministry of Energy and Mineral
Development of Uganda, and
EEPCO of Ethiopia, who gave pre-
sentations: on the Mile: Basin Ini-
LAV,

John Briscoe, Alessamndro Palmieri
and Barry Trembath all gave compre-
hensive updates on the Warld Bank's
re-engagement in large mfrastruciore
projects such as dams and hydro-
power plants (including the rationale
behind this move, and concrete
actions which are planned), follow-
ing the recent launch of the Bark’s
Water Resources Sector Sirategy,

Two speakers from the Asian
Development Bank outlined the
ADBs approach 0 encouraging
stakeholder partnerships in support-

ing hyvdropower schemes, and also
the latest strategies [or project
financing.

The German bank Kreditanstal filr
Wicderauthau also presented its cur-
rent philosophy on financing rensw-
ahle enerey Projeces.

This report includes an overview of
some of the messages conveyed 1o
the conference by the World Bank,
Asian Development Bank, IHA,
ICOLD, Hrvatska Elektroprivreda
{HEP), SINELAC, and some of the
conference chairmen, guests and par-
ticipants. Elsewhere in this issue ure
mone selected highlights from the
conference, including: an article
based on the Hydro 2003 presenta-
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tions describing the Nile Basin
Initiative (p45), o repor of the ses-
sion on project finance (p64), the
paper on. project finance presenied
by the ADB (p67), and one of the
technical papers, on sedimentation
management [pE4).

More material from Hydro 2003
will be published in subsequen
issues. The conference papers can be
purchased  from Hydropower &
Damis (on CD),

Opening addresses

A&D welcomes participanis (o
Fydro 2003

Alison Bartle, Publisher of Hydro-
power & Ognis, welcomed partici-
pants to Hyvdro 2003, She noted that
in the past few years, there hiad been
several large-sciale events on energy
and water in the world, where poli-
ties had sometimes dominated; the
sdvantages and disadvantages of
water resources schemes had been
debated at length, and some zeneral
philesophies had emerged. but with-
oul any certainty of progress. In this
oathering, a group of more than 5040
dedicated hydropower professionals
wold be lookimg ar practical issues
affecting  hydro deveiopment. but
starting from cerfain key premises:

« First, and probably most impor-

tant: acknowledgement of the vital
rode that hydro stations and dams can
and do play in poverty alleviation. In
this: respect, she commented that
those in industrialized nations had no
right to place limits on less devel-
oped coumries by recommending
only enérpy conservation, or small
scale energy systems which were
clearly inadequate 1o meet the needs
of their rapidly increasing popula-
hons.

o Second: the fact that social and
environmental issues could be han-
dled extreinely prudently today, on
the basis of several decades of expe-
rience. “We have seen the emergence
of @ vast multi-disciplinary expertise
in this field”, she said, “and a gen-
uine willingness throughout the pro-
fession to ensure that those directly
affecied by projects are also direct
benehiciaries”. She added that more
and more projects were becoming
well known as good role models in
countries. with major development
programimes under way, in particular
in Brazil, Turkey, India, Pakistan,
and Canada,

» Third: the fact that fresh approach-
es were needad 1o the financial and
gconomic aspects of hydro develop-
ment, for example in. guanifying
benefits, allocating and  sharing
investment risks inoa more realistic
wity, and forming public/private part-
nerships for future major projects.

» Fourth: the fact that the industry
wiis still very much full of innovative
spirit, with developments to be dis-
cussed, for example on: new materi-
als w reduce turbine abrasion and
cracking, new turbine runner pro
files, new prodocts to reduce envi-
ronmental  impact, such  as
bodegracdable fubricanis and fish
friendly turbines, new diagnostic
techniques, Innovative control sys-
tems, modem technigues for genera-
tor ‘design. and nnovaiion in the
design of spillways, dams and fun-
nels. All of these were aimed at mak-
ing the essential components of
powerplants sufer, more efficient and
mire economis, she said.

« Ffth: the vast hydro potential
remaining in the developing world,
where power was most L:!‘gf:lltl_';'
needed, The conference presenta-
tions would clearly. demonstrate the
mjor role that futore hydropower
development would play in the
cconomies of countries such .as
ndin, Mepal, Pakistan, Turkey,
Brazil, Peru the Mekong Basin coun-
trics of southeast Asia and the Nile
Basin countnes of Africa, and the
countrics  with transitional eco-
nomiecs in Southeust Europe and
Central Asia.

Bartle then drew -attention (o the

amount of technically feasible poten-
tial remaining for development, par-
ticularly in Africa, Asia and Central
and South America. and she summa-
rized details of hydro capacity
planned in these regions. “Our job
this week is to help 10 remove some
of the barters to its implementa-
tion'"", she said.

In conclusion. she expressed the
wish that, doring the technical ses-
sions and the many social events,
sume useful partnerships would be
made, 50 that Hydro 2003 would
make a real contmibution o hydro-
power development in the coming
vears, and hence to poverty allevia-
fiom.

Welcome to Croatia from HEP
and CROCOLD

Ivo Cavit. President of the Manage-
ment: Board of Hrvatska Elektro-
privieda, greeted the international
puarlicipants and expressed his plea-
sure that Hvdropower & Dams had
selected Croatia s the venue for
Hydro 2003, especially during the
United Nations year of Freshwater, Ti
was also & year in which HEP hag
received an award from  Croalia’s
Ministry of Protection of the
Environment, for the company’s
efforts in this field, which bad yield-
ed significant resulis,

Covit gidded that, m the last few
months, o procedure had been sue-
cessfully finalized for the green cer-
tification of HEPs hydro power-
plants. and a cenificate was 10 be
presented in the closing ceremony of
Hydro 2003 by the German stan-
dards instirute TUV

He referred to Croatia’s first hydro
plant; famga, constructsd on the
Krka river in [B93. (which would be
visited on the study tour following
the conference). Today, 108 years
later, Covie said, the svsiem of HEP

""..r. = L = 3
A, Pabmiers outlined the World Bank’s
new Action Plan in the session om Best
r"'fl']-C'IIn.'i'

Hydropower & Dams  [ssue Six; 2003



The way forward for hydropower

included 25 hydropower plants. with
a total capacity of 2063 MW, produc-
ing 34 per cent of Croata’s electrici-
ty and generafing 3.2 TWh in an
AVETAZE Yoar,

Dr ) Ruptit:. President of the
Croatian Natienal Committee on
Large Dams, added some words of
welcome to the intemational partici-
pants on behalf of CROCOLD,
which was one of the supporting
organizations of the conference,

World Bank opening address

). Briscoe expressed pleasure that the
World Bank was a co-sponsor of
Hydro 2003, and observed that col-
leagues from all the major regions
(East  Asia, South Asia, Lann
Americs and Africa) as well as the
Bank's central units. were present.
“IT you are from those regions, scek
these people out and see what we can
do to work: better with you”, he said.

He recalled that the World Bank
had been created by 180 countnes
after the Second World War as a
finangial  co-operative, whose res-
pensihility it had been 1o assist the
eeonomic development and poverly
reduction .of poor countrics in the
post-war vears, In the early days, it
wis thus an institution to - finance
infrastructure,

But in recent years, Briscoe said,
many guestions had been raised
ahout infrastructure projects an the
developing world, panicularly water
resources developmient projects.
While this had led to an era in which
lending for sich projects had slowed
down, Briscoc demonstrated that
there were now striking statistics 1o
show a change in the World Bank's
palicy,

To illustrate the rationale behind
this change in policy, and drawing on
an example from personal experi-
ence, Briscoe said that be had ived

S Rarmacfuara, ivector of the Nepal
Electricity Authorily, contvibutes o the
disCHssfin
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for some time during the 19708 m a
very poor village in Bangladesh,
where there had becn no electricity
or.other basic services, and the aver-
age life expectancy for o woman had
been 46 vears, He had returmned to the
same village 22 years later, 1o find
thar aithough there was still no elec-
tricity supply, other benefits had been
provided by imfrastructural develop-
m¢nts, such-as flood protection, irri-
gation, and transport. The  avernge
life “expectancy had incressed from
46 10 68 (an increase which had taken
about four centuries to achieve in
Europe or Japan). The villagers, he
said, were in no doubt about what had
brought such a change: the funda
mental answer was the improvements
in the infrastructure.

He referred back to the statistics
which had been shown by A, Bartle:
maore-than 80 per cent of technically
feasible hvdro potential developed in
Europe nnd North America, but léss
than 3 per cent in Africa,

“To advise African nations net Lo
develop their available potential to
assist e poverty alleviation, today
stimulates very sirong reactions”, he
said. Such swong reactions, from
borrowing countries in the develop-
ing world and represented on the
Board of the World Bank, had
browght about a fundamental shift in
discussions, Briscoe explained, This
shiftcould partly also be attributed o
the World Commission on Dams’
report. While much good informa-
tipn could be found in thal report. he
said, “the bottom line for an instit
tion like ours was that we were asked
to comply with the 26 guidelines,
which were appropriately defined by
defenders of the report as termific
guidelines because, i they were fol-
lowed, no other dams would be
built™”. Briscoe said that this const-
tited a ‘wake-up call” for many of
the developing couniry pariners of
the Bank.

He recalled that Paragraph 19 of
the conclusions of the WSSD
{Johannesburg Summit) put hydoo-
power as one of the priorities for sup-
poarting developing countries. Brazil
had taken leadership in that instance,
on behall of the developing coun-
tries, strongly supported by the
African nations, In Kyolo also (at the
Third World Water Forum), there had
been a “resurgence of the voice of
the developing world”, symbolized
by the Scuth African Mimister of
Water Resources, K. Rasrls, who
had described dams  as  being
“absolutely essential for growth,
peace and prospenly in Afsica™

Briscoe stressed that a fundamental
element of the new Water Resources
Sector Strategy was that *“the Bank

miusl re-engage, as a matier oF moral

principle;  with issues of water
resources development in the devel-
oping world”,

He said that in-the midst of very
elaborate politics, and with a Board
of 180 members {represeniing coun-
trigs from the richest 1w the poorest)
“we are-secing -a shift such as we
have never seen before, with the
developing countries such:as China,
India and Brazl taking leadershnp on
the Board™, Thiese countries, he said,
simply would not permit the Bank
not to act (in the field of water
resources) as this was so fundamen-
tal o development,

he Infrastructore. Action Plan, o
be dizscussed during the conférence
and reported in more detail later in
HED demonstrated, Briscoe said,
that the Bank was back in the infra-
structure business, because it was so
important for the developing coun-
fries.

Briscoe stressed that this new poli-
v was “not just leading o sate-
ments’": projects were already mov-
ing ahead in Asia, and many people
in developing countrigs would soon
see the Bank cngaging in this differ-
ent approach,

“We must find ways of doing things
which are socially and environmen-
tlly zood, but which also provide
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the bazis for social and economic
growth, without which poverty in the
world will persise™, he said,
Concluding with some comments
on implications for the professional
community, Briscoe said;

= A fundamental issue is that the
centre of gravily 15 moving from the
developed to the developing world.
“That is where the action-will be tak-
ing place in the next decades™,

= |n the industriahized world, where
uiilities have been munagng. hvdro-
power and other energy resourcos:
"W are Seging some quite alarming
‘shor-termism’'"”, with emphasis on
what will appear in the next quarter-
Iy report. "Hydro is abouot the long-
term; it is about sustainability and
long-term retumns”, he said, adding
that it was in the develeping coun-
tries that one could see a deep com
mitment o the: infermediate and
long-term.

He commiended the amount of coun-
tries represented ot the conference,
but said it would be nice 1o see even
mare participants from countries fae-
ing development issues, He refleruated
to the intermational delegates that rep-
resentatives of all regions of the Bank
woere keen 1o speak with them, and o
find ways of working 1ogether, mak-
ing the Bank's outreach more effec:

Live.
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Gretteral view af the apening ceremany of the conference on 3 November,

He conchuded that while there were
indesd  lechnical issucy to discuss,
such as problems of sedimentation
and project design, as well as details
of fnancing, the real jssue wias 10
move projects ahead “to make the
warld i better place to live in, and to
give poor people dn opponunity. o
excape from poverty. This is the task
fecing ws, and we look forward 1o
working together,”

C.B. Viotti, Fresident of ICOLD
ICOLD  President Cassio Viott
Began his opening. address by point-
ing out that 5000 wvears wgo, the
Egyptians had built the Sad El
Kafara dam, which is acknowledaed
(o bethe first dam ever boilt. They
wanted this dam to store water dur-
ing the rainy season, for use during
the dry season. 10 has thus:-béen
almiest 3000 vears that we have been
developing he science of dam con-
struction, and dunng this time dams
have become an asset in the develop-
rnent of mankind, althongh this is not
very often ackaowledged”, he said.
He comtinued that while dams had
provided protection from  oods,
Improvements in navigation, power
production and, above all, drinking
waler, in the last decades zll homan
endeavours had been restrained by
the new attitude of mankind 1owards
epvironment and ‘sustainability. In
this tespect, he stressed that those
who put forward arguments againsl
dams should not judge those buill
many years ago by the standards and
procedures of today,

Viotti §aid that he had had & simalas
cxpenence to that described by Tohn
Brseoe, having spent his childhood
in 3 Brazilian town which, m the
1950)s, had had almost no electricity
and alse water shortages. Then, in
the fate 1930s, he said, Brazl had
sturted the construction of large
damis, mainly for power production.
But this led 1o the widespread devel-
opment of technology.

“In the 40 years since we staried
bailding thess large dams, eleciricity

producticon in Brazil (%0 per cent pro-
vided by hydro) has increased 16
times, while  the population has
incecased. 2.5 times, and this has
allowed for significant industrializa-
tion of the country as well as many
other benefits. Also, the imigation
that this provided, by the availability
of electricity and dams, had fostered
an inercase in the production of
grain, in 40 years, from 20 million
tons to 123 million tons. So-while the
porpultation: increased by o factor of
2.5; the grain production increassd
miere than six limes,

“In' the 1960s, only 50 per cent of
households were  provided with
water: Mow.in the cities 94.5 percent
of households are provided with
water and this had brought aboot
increased life expectancy m Brazil
from 300 to0 68 years, he contined.

“In today’s world”, Viotti conclud-
ed. “we have all the capabilities to
build dams with enough eovironmen-
tal care 10 Foster development, and
we -should make our best efforts
within ICOLID to spread this technol-
agy. mainly to the developing coun-
tries, to provide the means for them
o nchieve their development, based
on the experience of other coun-
tries'.

Frof. R. Lafitte, 1HA

Prof Raymond Lafitte, who was
completing his six-year mandate us
President of 1HA in Duobrovnik,
expresscd  his: appreciation (o the
conlerence organizers, Hydropower
& Damiz, for inviting THA 1o be one
of the co-hosts, and he commended
the choice of venue. A storm which
participants hiad witnessed on srrival
illustrated well, he said, how Croaba,
with ‘975 mmjyear of rinfall, had
been able 1o construct nearly 2100
MW of hydro capacity for the wel-
fare of its population of 4.4 million,
supplying 34 per cent of its electrici-
ty. The Fact that only 51 per ¢ent of
the country’s technically feasible
potential had been developed so fur
was anolher good réason to meet in
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overall safety, he felt. It had been
inteTesting to-see one paper on the
use of new composite materidls for
hydraulic turbines, which he sud
wis surely nosign of things to comé
“The whole world 15 going to com-
posiles and there is no reason 1o
think that the hydro industry will be
different”. Likewise, GGummer. con-
inuad, the use of new coatings on
traditional materials to guard against
cavitation damage and salt erosion
was currently being developed.

“In all this exciting development
work, environmental needs are not
being forgoten”, Gummer  stressed
“and we were (old of an oil-free
Kaplan turbipe blade mechanism,
and the wse and effectiveness of
biodegradeable oils. This surely must
be the way forward if we are to satis-
fy environmental needs safely in sen-
sitive areas of the world"™.

Details of what Gummer described
s “two pretty revolulionary trash
rack cleaning machines” had been
presented, both of which were capit-
ble of clearing silt from the intakes
of powerhouses. One of these had
been uscd for this purpose with a
resulting considerable increase i the
efficiency of the pemerating umil,
Obviously, this would not solve all
silting problems, he observed, but it
would atleviate the situation where
the basic problem was silt accumula-
tion at the intake,

“We were treated 10 a-tale of great
adventure with the Wave Dragon
experiment”, Gummer continued.
“Here wave energy is collected on
the high seas und diverted through
essentially standurd water turbines, It
would be wonderful 1o think that this
project would be & success; and thal
a whole new area will be open for the
development and  installation of
hydraulic rbines”,

Moving on from the technology
sessions to some mote generil con-
cluding remarks, Gummer said; “A
short time ago, The Economist pub-
lished -an article on the economies
that would soon outstrip those of the
USA and Euwrope: The Economist
called them the ‘BRIC" economies,
which is short for Brazil, Russia,
India and Ching. It is interesting 1o
note that all of these have strong
hydro potential, and based on passed
precedents, are determined (o exploit
it. The benefits of hydro in their
respective  economies could he
tremendous. We were tald during a
presentation from Ttaipu Binacional
that, last vear, the Itaipu plant pro-
duced 95 TWh of energy, which
accounied for 24 per cent of Brazil's
electrical demand. Brazil’s electrici
tv is 95 per cenl supplied by
hydropower.
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"Nobody can stop this sort of

development, which after a few morne
blackouts in the USA and Eworope
and 4 few more hot sumimers, will
gain cven more acceptance and
approval. In my opinion. a new age
of hydro is‘upon us. [t only remains
for it 1o be seen i we are up to the
challenge™

Sessions on civil works
Of the ten papers accepted for the
Proceedings on civil works, seven
were prescoted, covering & large
spectrum of subjects: research and
development in the field of cost say-
ings for dams, dam monitoring, Mood
profection, tisk analysis, the use of
gabions for dam rehabifitation. sedi-
mentation of reservoirs in Himalayan
rivers, 2and membranes to reduce fric-
tion losses in mnnels,

Summarizing the session, chainnan
Prof Raymond Lafitte,. drew atien-
tion 1o three particular poinis:

« The importance. for ihe concept of

a dam, of research and development,
with i ‘non-conformist spirt’ taking
inte consideeration the polential
reduction of costs a5 a result of judi-
cious methods of construction. He
stressed than the views of the con-
tracior should always be taken into
account

« The interest of using 4 Teservoir
not only 1o produce electricity, but
alsg for flood protection, and other
functions (and this advantage should
be made kpown to local populi-
fions).

+ The need for continuing research
and development on the guestion of
reservoir sedimentation, and ways of
aveiding it; today this problem rases
questions about the sustainability of
PERETYVOITS.

A paper on the Kenyir dam in
Malaysia had demonstrated, Lafitte
said, that in & country with no legal
requirsments for legislation on dam
safety, the national utility, Tenaga
Nasional Berhad, had developed its
own regulation, being strongly con-
scious of its responsibility o control
its dams; he commended this initia-
rive.

Closing discussions

Hon. Feter Rae, REGA and
Hydro Tasmania, Australia

The Hon. Peter Rae endorsed the
view (hat hydro was entering 4 new
e¢ra, with changing views exemplificd
by the points raised by Prof Mosonyi
goncerning agsthetics, He recalled
the time when the primary Cconcems
of the profession had been with engi-
neering and science. “Bot as. we
move into the 215t century we st
add political science and social engi-
neering”, he said. as these would be
very relevant to new challenges
being faced, such as global warming
and climate change, population
growth and fossil fuel depletion. All
these were adding to the worldwide
recognition of the need for sustain-
ability, he continued.

Panel of speakers
1 the Closing
Cerermany af the
comferenoe; ferire
prosperts for
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Rae observed that so much had
changed since the Brundtland report
of the 19805, *The concepts of limits
to growth identified by the Club of
Rome have been completely shat-
tered”, he said; “Growth is exploding
in many ways, but particufarly as
regards population, which has tre-
bled during most of our lifetimes™,

He commented that the progressive
depletion of exhaustible supplies of
fossil fuels and the threat of global
warming had -created pressures. for
renewable resources to be developed,
naturally including hydropower. He
siressed, however, the importance of
developing all renewdbles, and: of
considering how they could best fil
ingether.

Both the W3SD in Johannesburg
and the World Wister Forum in Kyoto
had concluded that it was vital for
water and encrgy [0 he developed,
especiully in the countries where this
offered opportunities for 8 new life,
and an escape from poverty.

Having developed the clean devel-
apment mechanism under the Kyvoto
Protocol, as well as renewable ener-
gy certificiles, green power and car-
ben trading “we have truly entered 2
new era for hydropower”, Rae said.

“We should welcome these wha

seek to provide an escape (rom
poverty for the hillions of people
without acces o glean water -and
clectricity, us well as those who seck
to develop all renewable sources of
energy, and those who will join in the
215t century new er of sustainable
hydropower”™.

B. Trembath, The World Bank
Asia-Pacific Division

Barry Trembath. in his. concluding
comments on behall of The World
Bank, reiterated that the Bank had “a
mandate to re-cngage in hydro-
power”, He commented that one
might ask exactly how that wag
going to be manifested on the
ground, and added that lending for
hvdropower may ake some time to
pick ep speed: “The World Bank is a
little like a large battle ship trying to
twm pound”, Trembath said. “Our
pipeling is empty and (o some extent
our stafl pipeline is° almost empty,
although there are a fow dinosaurs,
like myself, still around!™ But he
added that a new Vice President in
South Agin very much invalved in the
Water Respurces Sector Stratejgry and
advocating this approach would be
pushing this new philosophy very
hard and very quickiy.

“In Eust Asia T can el you that we
are in gt “husiness development
mode’. We are being pushed to find
new projects in infrastructure, inc-
lading hvdropower™.

Trembath stressed that it was up to
bormowing countries, if they wanted
to develop hvdropower, to make their
voices known, and to Insist that
hydropower 15 what they want to
develop m their country as a prionty.
“Insist on this in the country A8sis-
tance strategy lalks", he advised, “as
this is where projects enter the
pipeline.

“Once vou succesd 0 get a hydro
project in the pipeline”, Trembath
continued, “you can expect a lot of
emphasis - on safeguard policics,
cnvironment, reseillement,  issues
relating to indigenous people, eic”
There was. -2 strong emphasis. on
these aspeets in the World Bank, he
explained, so that projscts were sub-
ject 1o all kinds of scrutiny and risk
aversion, "These dspects have o be
covered rigorously, and the emphasis
should be on substance and not on
volume, so thal we actally look &l
the importanl envirenmentil issues,
and study those in great detail, rather
than concentrate on produging envi-
ronmental impact-assessments 2 11
thick!™

Elaborating on what o hydro pro-
ject developer could expect of a
World Bank Task Manager (speaking
in his capacity a5 one who had been

responsible for advancing at least
one major hydro scheme and three
pumped-storage  projects 1o the
Board inm the last few  years),
Trembath said: “Expect for me 1o be
promofing  bost  practice, going
beyond the safeguard policies. espe-
cially in social areas. The projectas s
development opportunity is. the
theme that people have héard from
me for the last three or Tour years.”

The last #spect he commented on
wis the financing model: would pro-
jects be public, would they be pri-
vate, or would they be somewhere in
between? “The answer is yes, they
will be all of those”, he said,
“depending on the particular country,
and the particular context”. He gave
some examples of the very poor
nations, where private development,
cspectally for a large scale scheme,
would not be a realistic option. Bt
he siressed that things were begin-
ning 10 happen. “If the private sector
15 anterested in developing 2 project,
then the World Bank s interested in
partnering with the private sector”,
he confirmed.

In conclusion, Trembath noted the
INCreass an consirochve discussions
on Anance 4t Hydro 2003: T have
been very impressed at this confer-
ence by the financing session: Thera
is 4 Qo1 less “wringing of hands, say-
ing what are we going to-do, and how
are we going to get owt of this?
Instead, we have heard very con-
structive: discussion on how the pri-
vate and public secior can cooperate.
J-M, Devemey's checklist on what
the public and private scctors could
do iz basically exactly what it should
be. I am olad o have been here on
behalf of the World Bank, and hope
there will be a new era for
hydropower in the future™,

W Um, Asian Development Bank
Woochong Um, representing the
Asian Development Bank, said tha
he was corrently processing &
hydropuwer project within the ADB,
which had been aliracting a lot of
attention, bul unforiunstely muny
negative aspects of hydropower had
been highlighted: He said that his
mind had therefore been conditioned
to look at hydropower in a negative
light all the time.

“Bul spending four days ar this
conference has been such a pleasant
surprise”, he said, “L have been leamn-
ing a lot of things about hydropower
that ‘one tends to forgel, ‘especially
good things, and T feel like [ have
found 500 long-lost relatives, who
are here now, and it has given me a
lot of energy to go back and continue
my wortk™,

“A number of people have spoken
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about the negative image of
hydropower in recent years. There
are many ways of combating them,
by lobbying, or by getting into a
debate; but the most effective way is
delivering high guality projects with
many benefits and few or no adverse
impacts. Through this process we
can deliver the good news to every-
one”,

Um said that the: ADB could play:a
significant role in this respect, in
delivering good hydropower projects
through three mechanisms. “First we
can play a role in providing project
financing”, hie said; “Second, we can
ensure that social and environmental
mitigation measures are addressed
adequately. And finally we can help
in bridging the gap in terms of com-
munication, We are basically owned
by all the stakeholders in the region,
ind we can speak on behalt of every-
one. | would like to mentien that to
deliver high quality projects we must
work together with all the stakehold-
ers, and not fight with each other
about wvarious - aspects,  wasting
resources and energy”,

E. Monosowski, World Bank

Dr Elizabeth® Monosowski, Seniar
Environmental Adviser st the Latin
American and Caribbean Depart-
ment of the World Bank, commeniad
on ‘sustainable dams  and  the
hydropower sector, in this. brave
globalized new workd®, She felt that
the discussions during Hydro 2003
had demonstrated well that “we have
come a long way in understanding
what our projects are and what our
next steps should be: First, the notion
that hydropower is one among multi-
ple ‘social demands on  water
resources and on dams. This means
that we have to start to talk about the
proper economics of dami, as a
motive for development, both.at local
and national levels. and 0 means
maxinizing the overall benefits,
which may not coincide with maxi-
mizing hydropower only”.

The second point she stressed was
the obvices need for water, and that
dams were a way o manage water;
there was & need to look at biodiver-
sity, environmental flows, of imiga-
tion schemes, and other economic
activitiesaround dams,

Another important issue was lhat
internalizing benefits at the local
fevel was not automatic, and required
pri-aclive. approzches in terms of
hoth  social and  environmental
impacts, “This is a task much bigger
than one for any individual company
or professional group”. she said.
“This is development, and develop-
ment requires partnerships, We need
w develop some negotiating skills,
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with governments and local commu-
nities, and with civil society and ben-
eficiaries of dams as a whole, and
ook at how we will deal with the
trade-offs, what kind of choices we
will make; and how we will finance
lecal development in public/private
partnerships. J-M. Devernay's paper
is extremely inkeresting in thai-sense.
[t points to some very constructive
ideas™.

Monosowski pointed: out: *We are
heyond mere compensation on social
and environment impacts, which is a
necessary level. but not sufficient
We are not only talking ghout the
damage. we are talking -about the
opportunitics, the benefits that conld
be generated if we are creative and
intelligent in our design and plan-
ning, operation and refurbishment,
and decommissioning of dams. We
have to look at the whole life-cycle
of dams.

"“The good news s that the World
Bank is back, that financing the mit-
igation and compensation measures
15 already accepted in the industry as
a standard component of building
hydropower dams; and is an integral
part of the project costs,”

She suggested that it would be a
good idea to cxplore further creative
upproaches o financing local region-
al development, and to promote this
in terms of dams.

Monosowski observed that hydro
power could become 4 bi-prodoct of
4 strategy aimed al coping with cli-
mate change: and this should be con-
sidered further, An example was the
concept of royalties for the use of
national resources, which: had been
incorporated  in the  Brazilian
Consitution in the 1980s. She added
that this would mean comprehénsive
river basin management and devel-
opment, and noted that the expeni-
ence with the MNile river basin was
useful in seeing how to identify these
windows of opporiumity, and how o
develop the resources attending to
multiple stakeholders and multiple
intercsts. “Sectoral strategic plan-
ning is back, and we need to pay
attention to it”, she said.

The green enerpy market, Mono-
sowski felt, could be a source of
funding for dams “Hydro is winning
the war, and this has been accepted in
Johannesburg -and Kyoto!, she zad,
adding that the clean development
mechanism needed o be lobbied,
however; to change it thresholds.

She then tumned to the guestion of
funding of rehabilitation and refur-
bishment. *] think the notion of a
second life for reservoirs is a veny
attractive one, and should be studied
more systematically. What could we
do with the large number of existing

apeing dams n o systematic way,
that is cost effective and responds (o
the new nesds of sociery?”

Another point which could be inter-
esting to look at, Monosowskl said,
was how to explore the flexihility of
hydropower technology, “Maybe we
should start reviewing  operation
plans more often i the Hght of better
information and changing social
poals fowards  dams,  sometimes
short-term, somelimes long-term™,

“Finally, for all this we néed 1o looek
gt the other ‘coalitions of interest”
thar should be built, by recognizing
(hose plobal political processes: that
are tnking place, and by recognizing
the emergence of the lemtimate inler-
ests of eivil'society at locul, national
and international level. "We. have
inferests n common, and these are
the ones we should be exploring.

“Let's embrace the notion that peo-
ple-do have rights. There are risks
imvolved, bul we canembrace them
and deal with them. Let's add the
third R, responsibilities. and let’s
share them, work together and see if
wie oan get to the fourth R: rewards.
Thut mexns rewards Tor Society, for
our countries, and for the economic
hvdro sector as a whole™,

C. Hayitenkore, SINELAC
Claude  Kayitenkore  Managing
Director of SINELAC (a tri-national
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Financial fillip for hydro in
the developing world

Mew approaches Lo the financing of hydro plants and dams were presented and discussed at
Hydro 2003 by representatives of the major multilateral development banks and financial experts
from the hydropower profession. Some of the highlights of the session are summarized here.

righter times clearly lic ahead for the hyvdro

industry, with intemational financial instif-

tions, led by the World Bank, at the vanguard of
4 movement o revive hydropower and dam develop-
menl, as the cornersione of o wider policy to promole
sustiinable cconomic and social development in the
developing world. For while the issue of nsk (envi-
ronmental, Tinancial, social or technical) continues to
pervade lenders” thinking, it was clear from the series
of presentations on new approaches to project financ-
ing at Hydro 2003, that in the context of the sharp
decline in commercially financed power projects in
emerging markets. the involvement of intermational
finance institutions (1Fls) and development banks i3
more vital than ever for the successiul implementation
of new hydro infrastructure.

Mo more so than in the case of the World Bank,
which, after a major re-analysis of its approach 1o
infrasrructure lending, has firmily recormmirted itsell 1o
supperting hydropower and dam development. It was
appropriate that Hydro 2003°% session on new
approaches o project finance should open with & pre-
sentation by one of the chiel architects of the Bank’s
new Water Resources Sector Strategy, John Briscoe,
The new Strategy, according o Barry Trembath, the
Bank's Lead Power Engineer for East Asia and the
Puacific, is considered to have been “the catalyst for the
bank’s subsequent infrastructire sector plan™,

The shift in the World Bank's thinking, John Briscos
said, “can be linked to several developments: growing
demands from stakeholders in the developing world
for desperately needed new infrastructure, falling 1F]
lending and diminishing private sécior invesiment”.

While in the 1990s the World Bank and other TFs
had been happy to rely-on the private sector to finance
infrustructure development; this only worked so long
as the private sector was intereated. That was the case
for much of the last decade, said Briscoe, with private
sector investment in infrastruciure in developing coun-
tries rising from USS 10 billion a year in the carly
19905 o a peak of USS 128 billion in 1997, Then
came the Asian financial crisis, followed soon after by
similar crises in virtwally every emerging market from
Brazil 1 Russie, as investors pulled out en migsse.
Private sector financing for infrastructure had declined
sharply and fast year stood at just LSS 58 billion,
While this was still high, in comparison, for example.
with official development assistance (ODA). Briscoc
felt, the impact on the hydro sector, as for all infra-
srructure sectors: had been damaging. Today, private
sector capital in hydro répresented less than 5 per cent
of all such investment in developing world” infrastric-
ture, and accountzd for only 20 per:cent of the &sni-
mated 5 15 hillion/vear that was invested publicly in
hydro in the developing world, hie added.

Of equal concern, Briscoe continued, hud been the
changing role and pelitics of public financing in IFls.
Examining the evolution of IBRD hard loan mvest-
ment lending over the last 20 years, he noted that it

'-"-".i—. T st L . * twpin
Three speakers from the World Bank described the Rark's new
approach e funding infrastracinee profects; at Hdro 2003
From left: Suman Babbar, Joln Briscoe and {xesston chaivmin)
Harry Trowmbath

had never been lower than in-each of the last three
years. “The situation 15 summanzed very dramatically
if you look a1 World Bank lending m the early 19903
of almost a 51 billion/vear, down to.alevel of abouot 10)
per cent of that currently. The major causes for this
included the reguirements the Bank has imposed on
bomowers™.

Much of this situntion had been caused by the Bank's
previous “bricks and mortar approach to infrastruc-
ture, and especially large-scale projects”, often pro-
voked the ire of human rights groups and environmen-
talists because of their alleged harmiful environmenial
and social impacts and inadeguate mitigation mea-
sures, As a resull, the Bank had placed stricter controls
on lending for hydro projects, slowing the disburse-
ment of funds and reducing overall investment,

This more cautious approach had, in trn, led to frus-
tration among its stakeholders, who either looked else-
where for financing or were forced simply (o put pro-
jects on hold. Briscoe cited examples from consulta-
tions held with two types of borrowers. whom he
termed as “middle-income countries with altemativies
to the IFIs’ und ‘lower-income countries without
choiges’, In the first category, he quored the Governor
of n Brazilian State who had said: “When T build a 10
m-high dam in the middie of a semi-arid region, the
Bank requires that 1 do due diligence as though | am
building [taipu”. In the second category. he cited
Uganda’s President speaking more than a year ago
about his country’s Bujagali hydro projeet, at the time
when the project was duc to start: I am not happy
because a project which should have taken two yeurs
has taken seven years 1o star; all this hullabaloo was
a waste of time and a lack of seriousness. This is a cir-
cus”. Eighteen months on, work has still to begin.

Water Resources Sector Strateqgy
The situation required action, and from this emerged
the Bank’s new Strategy, in February this year, which,
Briscoe explained, had six main messages:

« water management and development are essentiad
for growth und poverty reducrion:
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+ developing countrics need better management, but
also more development and more investmeant in infra-
structurs;

» the management challenge is not vision but so-
called *principled pragmatisin’;

= the need o assisl countries develop and maintain
appropriaie stocks of well-functioning infrastructure:
« the need to follow a new business model for engage-
ment with *high-risk. high-reward” infrastructure; and,
« tailoring these policies o particular country cincom-
slances.

The new business model which Briscoe termed as
‘the centrepiece” entailed giving continuing high pri-
orily 10 environmental and social safeguards, bal moy-
ing towards implementation which was more efficient.
practical and focused on the real material Issues,
rather than long lists of boxes to be ticked, he said. "It
aims at producing transparent, quick, time-bound and
prediciable decisions”,

The successful adoption of the strategy and “on-
going repositioning of the bank vis-i-vis both infra-
structure in general and risky infrastructure in particu-
lar” had come about largely as @ result of the
“unprecedented leadership by developing countries on
the board of the bank for-support for major re-engage-
ment with infrastructure”, he explained, “The
Execcutive Directors for China and India, our two
lurgest borrowers, expressed the view that infrastruc-
tore investment was central o the Bank's massion of
poverty reduction, and they would like senor man-
agement 10 commit to at least two high risk. high ben-
chit projecis per region”. he said. “This marked:a fun-
damental changs in the governance of the Bank™.

With the strategy in place, the Bank had taken & fur-
ther step forward in July 2003, with the development
and approval of an infrastructure action plan. “This is
an evolving model {or infrastructure service delivery
in which we see the road as one in which there is a lot
more pragmatism from the Bank saying that eost-
recovery is critical, but we have 1o Nind politicuily
acceptable timetables for these™, he said,

This was a significant change for the World Bank,
which had previously measured the success or other-
wise of infrastructure projeets in terms of factors such
as delays or cost overruns, “Under the new strategy it
now defines it largely in terms of how effectively ser-
vices are delivered, ‘und to how many people™.
Providing wider access to, and more reliable, power
supply was central to project evaluation, and to the
creation of growth, economic development and reduc-
ing poverty, which in tum were key to the Bank's
overall 2020 Millenium Goals. Briscos said.

The Bank’s infrastructure action plan would, he said,
respond to clients” needs and therefore depended
tremendously on what the clients actually said they
wanted, To help its clients achieve their aims, Briscoe
<did the Bank would deploy an array of niew und exist-
ing instruments mnging from classie loans to credils,
guarantees, 1FC loans and MIGA guarantees, which
would be employed in developing infrastructure “any-
where along the spectrum from full private to full pub-
lic, depending on what the particular needs of the sec-
tor are” Briscoe.recognised, bowever, that the World
Bank could not and would not do it alone. "It is per-
ceived very strongly that the Bank needs to lever fund-
ing from all sources. from domestic public. domestic
and foreign private sources, from the regional devel-
opment bunks and other donors, with the Bank only
providing a smull part of ol investment financing
and this obviously has to be part of a much broader set
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of sources that aré mobilized”, he commented.

In conclusion, Bristos said: “We see & major change
in the World Bank positioning on hydro; an evolving
understanding, I think, within the Bank that the private
seclor is & complement to, not a replacement for, pub-
lic finuncing; & commitment to: reengage in the
financing of hyvdropower - good hydro projects of all
sizes: 8 commitment o use the bank’s full range of
lending, analytic and guardntee instruments.

“To transiate this into resufts, it’s good o have these
things on paper but we wani projects to produce
results. This is going o require & continued mobiliza-
tion of all the professionul gssociations into the poli-
tics of public financing on hydro, continued leadership
most vitally by developing countries in the interna-
tional sovernments arena, on the boards of the Asian
Development Bank. the World Bank, etc. and proba-
bly most impertant of all, good projects which can be
done on time and on budget, respecting social and
environmental standaids, projects which can give peo-
ple a better life™,

Public-private partnerships

The next challenge, it was agreed, was fo re-engage
the private sector in investing in hydro projecis,
which, as Suman Babbar, acting Director for Private
Participation -and Finance Department of the World
Bank. explained, “may not be as difficulr as many
think™, For while nunerous risks existed, he said, dnd
wonld alwavs exist, particularly in the- developing
world, innovative forms of public-private partnerships
{a few examples of which he examined in his presen-
tation) were at hand. so thar some of the risks were
tiken away and mitigated by the public secton

“The only way to develop new hydro capacity is
going to be @ joint parinership. There is no defined
proporiion of public-private funding or imvolvement. It
is something which is driven by each transaction, and
there’s a pragmatic way of looking and trying to mobi-
lize money for all infrastucture development™, he
saticl. “What the privine sector is looking foris not that
there should be oo such issues - [ think they are will-
ing to handlc it as bong as there is certainty in what is
required™, he added.

The first example he considered was tailored more
for large hydro projects where the public: sector/gov-
emment explicitly takes on financing of a particular
compomnent of & project such as the civil warks “which
Iz where most of the risks lie”, with the private sector
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E. Baardsen of the
Agian Development
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export credit agencies. “If yvou can put that. together
under the umbrella of a single EPC contract, which the
baunks would normally insist on, you can create a
strugture of shared risks between the public and the
private sector”, he explained.

Another option, he continued, was to use the tradi-
tional method of completing civil works under public
sector ownership. Public. sector constructs and
finances and leases the civil works 1o the private oper-
ator, while the private sector finances the powerhouse,
and operates and mamtains the dams and hydropower
plants, “This structure hasn't been vsed in the context
of hydro projects. bul we havé done a transaction
where this was used fora thermal complex where the
government constructed a number of thermal plants,
gave them on lease and then got the private sector o
finance additional capacity. The project worked very
well and was able to mobilise a substantial amount of
maney for the new operation”. he added.

I terms of funding civil works contingencies, con-
sidered one of the major concerns especially for large
dum construction, Babbar offered the example of
road construction project. “This is a structure, which
hasn't been used for hydro projects, bul whic h covers
similar issues, We used this for o road project, which
invalved about USS 150 million of wnnelling, where
the geological issues were very challenging becanss of
the extent of the project, and it was very difficult 1o
make an assessment of the construction risk™. In this
case, Babbar explained that, based on an estimated 20
per cent probability of cost overruns for geological
reasons, the government had first old the private sec-
tor to plan for it and finance the project. There was, he
said, a low likelihood for high-level contingencies
bevond that — estimated at 20-30 per cent —and the
povernment agreed in this case 1o share the risks and
i the case of a high level of contingencies, it would
provide full coverage. Then, over and above that, the
oovernment had decided that it would pick up all the
risk at that stage, so that even if the costs went beyond
a particular value, the government would (ully finance
L. “The advantage of this was that we were-able Lo get
very attractive civil works rates, which reflected basi-
cally the high probability contingencies and did not
plan for contingencies, which were not likely 1o come
up™. he said. *“This has worked extremely well in the
case of road projects. and certainly it is something that
could be looked at in the context of hydro/dams and
civil works components™,

In this particular case, one of the concéms for the
povernment was that it may not actually be able to
provide financing at the time when it was really need-
ed, since every government had its budgezary process-
es, 50 the World Bank had provided a contingent loan
to the government to ensure that the funding was
available when reguired.

In addition 1o project-specific risks, the biggest con-
cern of the privale scetor was generally the ability of o
given governmenl o honour its obligations, which
could vary over time. In this case, said Babbar, “the
privale sector is looking for a stable revenue stream of
15-20 veurs. To assist, the World Bank and multilater-
als can offer certadn risk mitigation instruments such
as guarantees, which basically back: government’
obligations™ Export credit agencies, meanwhile, pro-
vided extensive political risk cover, he added.

Babbar suid the Bank could also offer a gusrantee for
solvent risk on electricity offtake from a developing
project, whereby the Bank would guzrantee the gov-
ernment obligation defined under the construction
contract using IBRD resources (funding wsed for
countries that can borrow at commercial level), “This
structure is able (o get the lenders to provide long-term
financing. We've been able to move up 1o 16-17 year”
funding - 11 hasn’t been possible to go up to 20-25
vear' funding but it make these projects viable"™,

I-M Devermay of EDFE, France, continued on the
theme of public/private partnerships, discussing the
strengths and weaknesses of both sides of the partner-
ship, and how he felt they they could work together in
8 “win-win situation, with an appropriate allocation of
risks and benefits, He called for “imaginative pub-
lic/private partnerships, fitting multipurpose projects”
with an enhanced role of local investors and local
banks, together with strong support from the multila-
terial development banks. He foresaw this leading 10 a
“brighter hydropower future”,

The role of development banks
Edvard Baardsen of the Asian Development Bank
(ADB) and Klaus. Gihr of Kreditanstale  file
Wiederaufbau (KW ), Geomany, outlined the role that
development banks can play both in providing finance
and attracting private capital for the development of
hydro infrastructure. The speakers presented contrast-
ing approaches, which have been tailored to meet the
abjeetives of heir stakeholders and needs of their tar-
set markels. For while ADB is focusing on the devel-
opment of new, generally large-scale hydro infrastruc-
wre in the Asia and Pacific region o meet rapidly
growing demand, KW, whose core markets are the
more mature emnerging markets of Central and Eastern
Europe, is focusing on rehabilitation as opposed 1o
greenfield developments:

Baardsen. deputy head of ADB's mission in Luos,
examined how the ADB works with the private sector,
specifically in the context of Theun Hinboun.
Baardsen also presented the instruments employed 1o
bring private investors on boand (see pages 67-73 for
his full paper). -

The preseniation by Klaus Gibr, a senior project
mianager on the European desk of KEW, focused on the
Official Development Assistance (ODA )-refated activ-
ities of KW, which pursue German Government poli-
cy 1o promote renewable energy and energy efficiency
in the context of bilateral development cooperation to
reduce greenhouse gas emissions. With expected
annual funding of Euro 33 million over the next five
vears, KfW is to continue its programme of refurbish-
ing or expanding existing hydro plant, which 1l sees as
providing a number of advantages: highly cost-effi-
cient solotions with low investment costs; low trans-
action costs since the planning process is relatively
quick and simple; less risky on hydrological and con-
struction terms, and o hlghs:r dcgrm“ of social aceep-
tance. i
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