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I. CLIMATE CHANGE ENGAGEMENT IN MEXICO 

 
1. The Government of Mexico (GoM) has requested a Strengthening Social Resilience 
to Climate Change Development Policy Loan (DPL) in the amount of US$300 million to be 
presented to the Board for approval by the end of calendar year 2011. This request 
underscores the GoM’s continuing desire to engage with the World Bank to support its efforts to 
promote sustainable, resilient development through improved climate change adaptation and 
mitigation policies. 
 
2. The Government of Mexico and the World Bank have a long-standing, deep 
engagement on climate change. This commitment encompasses the initial steps of international 
efforts to build a broad agenda. This engagement has progressed in recent years, with subsequent 
stages built on previous actions. The Bank’s engagement in the field of climate change in 
Mexico currently comprises the full range of Bank instruments, including: 
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a. Knowledge Services: providing advice on a range of development options to tackle 
climate change and acting as an incubator of innovation. 

b. Financial services: including investment lending, Development Policy Loans as well 
as CTF concessional financing, GEF and other grants. The Bank also provides credit 
enhancement, hedging swaps, catastrophe risk management and advisory services. 

c. Convening and Coordination Services: including knowledge sharing, event 
organization and high-level coordination. 

 
3. Four stages of climate change engagement between the Bank and the GoM can be 
distinguished: (i) Foundations; (ii) Early Support; (iii) Strengthening; and (iv) Consolidation. 
During the first stage, Foundations (before 1999), Bank support was focused on small 
investment projects in the waste, transport and forest management areas. Moreover, with the 
launch of the Global Environment Facility (GEF) in 1991, Mexico gained new opportunities for 
grants on projects related to biodiversity, climate change, international waters, land degradation, 
the ozone layer, and persistent organic pollutants. Although climate change was not explicitly 
included in the programs, this laid the foundations of the climate change engagement between 
the Bank and the GoM, leading to the creation of the Mexican Office for Greenhouse Gas 
Mitigation in FY99. 
 
4. The second stage, Early Support (1999–2007), corresponds to Mexico’s ratification of 
adherence to the Kyoto Protocol, which led to the establishment of a national strategy and 
sectoral committee on climate change issues. During this stage, support to the climate change 
agenda became explicit. The projects were mainly focused on specific sectors such as clean 
transport, waste management and energy provision. The Bank’s leading role in knowledge on 
climate change was recognized by a series of Knowledge Services and represented a new 
relationship with the GoM, going beyond traditional financial services. The Programmatic 

Environment Development Policy Loans I and II (US$200 million each) recognized and 
supported national environmental strategies on tourism, energy, forestry and water, some of them 
explicitly related to climate change. 

 
5. In the third stage, Strengthening (2007–2010), Bank support was focused on cross-
sectoral strategies to address climate change and was closely related to the National Climate 
Change Strategy. The flagship of this period is the Climate Change DPL (US$501 million) 
which was presented to the Board for its approval jointly with a new Country Partnership 
Strategy (CPS). In this stage, the analytical and knowledge activities continued increasing 
considerably, evidencing the Bank’s technical expertise on climate change. 

 
6. One of the key activities developed during this stage was the preparation of the Clean 
Technology Fund (CTF) Investment Plan (IP), which provides support for the low-carbon 
growth objectives in Mexico’s 2007–2012 National Development Plan, Climate Change Strategy 
and Special Climate Change Program. Preparation of the IP was led by the GoM and the Bank, 
in partnership with the Inter-American Development Bank (IADB) and the International Finance 
Corporation (IFC). The IP addresses programs in three key sectors: urban transport, renewable 
energy, and energy efficiency. The choice of programs reflects a combination of the 
government’s ambitious strategies and sector implementation readiness, as well as the 
development banks’ capacity and focus, and priorities established by the CTF.  



 

 

 
7. In the fourth and current stage, Consolidation (2010–), the focus has been on 
mainstreaming mitigation and adaptation to climate change across sectors and levels of 
government. Some of the key instruments that were deployed during this stage and are underway 
include: 

a. The Urban Transport Transformation Program (UTTP, 2010), which combines 
various Bank instruments, including a Clean Technology Fund (CTF) loan in the amount 
of US$200 million, and an IBRD loan in the amount of US$150 million. The program is 
also supported by a GEF grant aimed at the development of clean transport solutions at 
the local level. The objective of the UTTP is to contribute to the transformation of urban 
transport in Mexican cities toward a lower carbon growth path by improving the quality 
of service provided by urban transport systems. 

b. The Green Growth DPL (US$1.504 billion), which recognized and supported the 
cross-cutting mitigation measures embedded in the objectives of the Programa Especial 

de Cambio Climático (PECC, Special Program for Climate Change). 
c. The Low-carbon Development Policy Loan (2010) in the amount of US$401 

million, which recognized and supported the GoM’s reforms and implementation 
of policies and programs under the PECC. This DPL included the energy, 
transport, urban housing and forestry sectors and was informed by the flagship 
Low-carbon Study (MEDEC, P108304). 

d. The Subnational Climate Change Program (2010–), which is composed of a series 
of activities, including: (i) the Subnational Climate Change Plans, financed by a grant 
from the Spanish Fund for Latin America and the Caribbean (SFLAC) and Bank budget. 
Its aim is to develop State Adaptation Plans. The Bank has been supporting three states 
(Michoacán, Campeche and Zacatecas) in capacity building, and has been providing 
technical advice related to climate change adaptation and risk management strategies; (ii) 
the SFLAC grant for Local Sustainable Development, which aims to provide advisory 
services to develop a Municipal Climate Vulnerability Index and Guidelines for 
Municipal Climate Change Action Plans; and (iii) the Cities Alliance Grant to support the 
municipality of Othon P. Blanco, Quintana Roo, in developing a municipal sustainability 
and climate change strategy. 

e. These are complemented by an Engagement in the Water Sector and Climate 

Change, which defines an integrated series of instruments, including: (i) the Adaptation 

to Climate Change in the Water Sector DPL (2010; US$450 million), which supports the 
GOM’s efforts to strengthen the Institutional Framework and Monitoring Capacity in 
Integrated Water Resources Management and Mainstreaming Adaptation to Climate 
Change in Water Programs; (ii) Adaptation to Climate Change Impacts on the Coastal 

Wetlands in the Gulf of Mexico (2010), partially financed by a GEF grant, which 
promotes adaptation to climate impacts in the coastal wetlands of the Gulf of Mexico and 
will assess the overall impacts of climate change and potential response options, with a 
focus on coastal wetlands and associated watersheds; and (iii) the Strategic Engagement 

Program (SEP) to Support Adaptation of the Water Sector to Climate Change (2011), 
which furthers the partnership between Mexico and the Bank by strengthening 
CONAGUA’s capacity to address the challenges that climate change and population 
growth pose to the security of the water supply needed for Mexico’s economic and social 
development. 



 

 

 
8. During FY12 and FY13, the engagement will be further consolidated through 
incorporation of new sectors and instruments. Some of the ongoing and planned activities that 
deserve prominence include: 

a. The Strengthening Social Resilience to Climate Change through Adaptation and 

Forestry Mitigation Policies DPL (FY12), which is proposed in this document. This DPL 
seeks to reduce the impacts of climate change on the poor through policies to (a) promote 
sustainable territorial development and reduce vulnerability to natural disasters; (b) 
strengthen long-term climate change adaptation planning; and (c) implement pro-poor 
climate change mitigation measures in the forestry sector. These are complemented by 
advisory services at the state and municipal level, knowledge and advisory services 
related to social programs for disaster risk reduction, and a comprehensive support 
package to forest management. 

b. The Forestry and Climate Change Investment Program (FY12), which will deploy 

various instruments, including technical assistance (e.g., South–South collaboration on 
REDD), policy advice, convening services (e.g., the Forest Carbon Partnership Facility), 
institutional strengthening and direct support to communities (e.g. proposed Forest and 
Climate Change SIL, and Forest Investment Program), and the piloting of innovative 
financial services (including a possible Forest Bond with the Bank’s Treasury 
Department). 

c. The Ecosystems Adaptation DPL (FY13), which will be built upon the Social 

Resilience and Climate Change DPL and will support policy actions that build resilience 
through ecosystem-based adaptation, simultaneously addressing challenges of climate 
change adaptation and protecting biodiversity and landscapes that are essential for human 
well-being and provide economically valuable services. The operation will tentatively 
focus on the following areas: (i) conservation of wetlands that are crucial for providing 
protection against projections of more violent storms and floods fueled by warmer seas; 
(ii) conservation of forests and the development of mechanisms to protect or restore vital 
biodiversity corridors; the adaptation benefits of these efforts are obvious and well 
documented; and (iii) policy instruments for addressing the future threats of 
desertification in rangelands and arid zones through policies and incentives for improved 
stewardship of the arid zones. The overall aim would be to support and enhance cost-
effective adaptation approaches that generate a clear win-win situation for development 
and conservation. 

d. Other future activities. These include the Hydrometeorological Service Specific 

Investment Loan (FY12), the Climate Change Public Expenditure Review (FY12) and the 
Energy Efficiency (Supply-side Management) Investment Loan (FY13). 
 

9. The Bank program of climate change in Mexico constitutes an outstanding example of 
engagement with a sophisticated middle-income country in which the Bank has deployed the full 
range of available instruments to support the evolution of the government’s program through the 
years in a consistent manner. The focus has been on using the existing range of Bank instruments 
in ways that build collective synergy and have delivered knowledge services combined with 
lending services. 
 
 



 

 

DPL: Strengthening Social Resilience to Climate Change through Adaptation and Forestry 

Mitigation Policies 

 

10. Climate change threatens socially sustainable development in Mexico, as it does 
elsewhere, but it also provides an important opportunity to bring to the forefront the needs 
of the poor in adaptation and mitigation strategies, policies and programs. It is indisputable 
that the poor are the least resilient to climate change. Strengthening social resilience to the 
impacts of climate change (i.e., climate change adaptation) and maximizing the benefits of 
mitigation policies are closely intertwined with sustainable approaches to development and 
poverty reduction. Natural disasters occurring between 2000 and 2005 increased poverty in 
Mexico by 3.7 percent (Rodriguez-Oreggia et al, 2010). Disasters expose the cumulative 
implications of many earlier decisions, notably disorderly and unsustainable patterns of territorial 
and urban development. Climate change multiplies the existing vulnerabilities of poor people to 
extreme weather events as well as to longer term climate changes, such as increased water 
insecurity, greater health risks, and loss of livelihoods due to the collapse of ecosystems. An 
ecosystem of particular importance in Mexico is its forests. Not only do the forests constitute the 
third-highest source of carbon emissions in Mexico; they also represent a physical and financial 
buffer against natural disasters (i.e., storms and droughts), and a source of revenue and livelihood 
for over ten thousand rural and indigenous communities that manage 70 percent of the forests in 
the country. Reducing deforestation and forest degradation is thus an essential element of a pro-
poor mitigation policy. 
 
11. This proposed DPL, entitled Strengthening Social Resilience to Climate Change 
through Adaptation and Forestry Mitigation Policies, is the first lending operation whose 
central, explicit theme is the reduction of the impacts of climate change and variability on 
the poor. It has three policy areas that recognize and support the GoM’s progress in this area by: 

i. Strengthening social resilience through disaster risk reduction and territorial 

development. The proposed DPL will address core challenges by supporting financial and 
other incentives for disaster risk reduction and for socially and environmentally resilient 
territorial development and urban development. 
 

ii. Strengthening social resilience through long-term climate change adaptation planning. 
The proposed DPL will address a core challenge by supporting the development of 
national frameworks and funding mechanisms that foster intersectoral, 
intergovernmental, and multi-stakeholder coordination and collaboration to promote 
socially inclusive and pro-poor adaptation policies and programs. 
 

iii. Strengthening social resilience in the forestry sector through pro-poor mitigation and 

sustainable forest management. The proposed DPL will address core challenges by 
supporting policies and programs to improve forest management practices and foster 
public participation in policy-making, in order to mitigate carbon emissions from 
deforestation and forest degradation and, at the same time, enhance the resilience of poor 
rural and indigenous communities that derive their livelihoods from forests. 

 
12. The document is structured as follows:  Section II describes the country context, 
paying special attention to key challenges that the country faces in terms of sustainable and 



 

 

resilient development.  Section III outlines the Government’s program to deal with these 
challenges.  Section IV sets forth the Bank’s support to the Government’s program.  Section V 
describes the proposed operation.  Section VI discusses program implementation. Section VII 
presents key risks and risk mitigation measures. Section VIII introduces the operation timeline 
and team. Six annexes provide greater detail on several aspects of the operation. 

 
 

II. COUNTRY CONTEXT 
 

A. Recent Economic Developments
1
 

13. The Mexican economy is 
recovering from a brief but very deep 
recession. The collapse of external 
demand, particularly in durable consumer 
goods, in the last quarter of 2008 and the 
first half of 2009 led to an almost 
immediate and severe downturn in 
manufacturing industry and economic 
activity in Mexico. The ensuing loss of 
employment and income generation 
opportunities as well as the higher level of 
uncertainty and risk created by the global 
financial and economic crisis contributed 
to a fall in private consumption and 
investment, further reducing aggregate demand. A subsequent rebound in external demand as of 
the second half of 2009 is giving rise to an economic recovery, even though private consumption 
and investment are trailing behind and have not yet contributed significantly to the upturn of 
economic activity. Figure 1 provides a graphical presentation of the levels of economic activity 
and the main components of aggregate demand, showing that by the second quarter of 2010 GDP 
was still slightly below its pre-crisis level. A similar scenario occurred for private consumption 
and investment, whereas the level of exports has returned to its pre-crisis level and public 
expenditure never dropped. 

14. The Government proceeded with a gradual withdrawal of the fiscal stimulus as of 
2010 to assure markets of fiscal sustainability. By maintaining public expenditure at about the 
same level in real terms as the previous year despite a sharp public sector revenue decline, a 
fiscal stimulus of about 2.5 percent of GDP was generated in 2009.2 The stimulus was mainly 
financed by nonrecurrent revenue that was no longer available in 2010. In view of market 
concerns regarding fiscal sustainability, largely related to a rapidly falling volume of oil 
production, the authorities opted to initiate a program of fiscal consolidation by increasing taxes 
and containing public expenditures. To moderate the withdrawal of fiscal support and in line 
with Mexico’s fiscal responsibility law, the budget allowed for a deficit (excluding investments 

                                                 
1 Sections A and B are drawn from November 2010 PD of DPL on Business Environment for Economic Growth. 
Will be reviewed and updated for ROC meeting. 
2 Mexico: 2010 Article IV Consultation, IMF Country Report 10/71 March 2010 
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in the oil sector) of 0.7 percent of GDP in 2010, which is reduced to 0.5 percent in 2011 and is 
expected to return to a balanced budget by 2012. 

15. Monetary policy has been left unchanged after substantial easing in 2009. The 
increase in tax rates and public sector prices, that were part of the 2010 budget law, contributed 
to increase consumer price inflation in 2010 with a year-end inflation estimate at about 4.5 
percent compared to 3.6 percent observed by the end of 2009. The sharp contraction of economic 
activity by 6.5 percent in 2009 created a particularly large output gap which implies that the 
economy may grow for some time at a level moderately above its potential, absorbing excess 
capacity instead of creating undue inflation pressures. The monetary authorities have left the 
monetary policy intervention rate unchanged in view of the continued significant output gap.  

16. The monetary authorities have expressed their intention to increase the level of 
international reserves to mitigate the impact of possible future financial shocks. A rules 
based mechanism that allows market participants to sell foreign exchange to the Central Bank 
was reintroduced in February 2010 and should allow for a steeper increase of international 
reserves. Over the first nine months of the year the mechanism contributed US$3.8 billion to an 
overall reserve accumulation of US$17.4 billion, with the difference consisting of net public 
sector foreign exchange receipts. In the meantime, the US$47 billion Flexible Credit Line 
contracted with the IMF in April 2009 for one year was renewed in March 2010 for another 
twelve months. 

B. Macroeconomic Outlook and Debt Sustainability 

17. After a sharp rebound of external demand over the past year, the Mexican economy 
is headed for a more moderate and balanced expansion of economic activity. Economic 
growth is expected to moderate as of the second half of 2010 to about 3.8 percent in 2011. Strong 
external demand for Mexican manufactured goods is projected to persist but it will normalize 
compared with its sharp post-crisis rebound. More importantly, the expansion of economic 
activity will be more balanced with respect to the contribution of domestic and external demand 
to aggregate demand as GDP growth converges to the underlying growth of domestic demand 
(see Table 1). 

Table 1. Mexico: Macroeconomic Indicators 2008–2013 

(average annual rate of growth) 

Actual Estimate Projections 

  2008 2009 2010 2011 2012 2013 

GDP 1.5 -6.5 4.8 3.8 4.2 4.2 

 Consumption 1.7 -5.0 3.1 3.8 4.0 4.1 

 Investment 4.4 -10.1 3.3 5.6 6.4 6.4 

 Exports 0.5 -14.8 24.1 9.0 6.6 6.1 

 Imports 2.8 -18.2 23.0 9.5 7.2 7.0 
Current account balance (as a % 
of GDP) -1.5 -0.6 -0.8 -1.2 -1.5 -1.8 

Source : Bank staff estimates based on SHCP and INEGI  



 

 

18. Domestic demand is recovering with a lag as it depends largely on a strengthening of 
the level and quality of employment. Household consumption in Mexico is closely related to 
labor market developments since labor income constitutes the main source of disposable income. 
In this respect, the recovery mirrors the sequence of the economic downturn in which the 
collapse of external demand led to a decline in manufacturing industry followed by a loss in 
employment and eventually a weakening of private consumption. Similarly, the recovery of trade 
and industrial activity is leading to a rebound in employment which will be reflected in a 
strengthening of private consumption. The increasing level of employment has taken place 
largely in lower paid jobs which has held back a more vigorous increase of private consumption 
yet. 

19. Trade and current account deficits will increase as domestic demand starts to play a 
larger role in the economic recovery. The gradual recovery of domestic demand contributes to 
import growth catching up with and slightly surpassing export growth. The widening of the trade 
deficit is taking place from a low base after the trade balance narrowed substantially in 2009 (see 
table 2). The evolution of the trade deficit is currently the main driver of the current account, as 
net outflows from tourism and freight services together with net interest payments and profit 
remittances are largely offset by the receipts from workers’ remittances. After a drop of almost 
16 percent in 2009, workers’ remittances have currently stabilized at about US$21 billion 
annually and are projected to resume a moderate growth. The current account deficit is projected 
to increase from US$5.7 billion in 2009 to US$20.5 billion by 2013, which remains moderate 
relative to the size of the economy and is mainly financed by Foreign Direct Investment inflows 
projected at about 2 percent of GDP or US$25 billion annually between 2011 and 2013. 

 

Table 2. Mexico: External Accounts 2008–2013 

(Billion US$) 

Actual Estimate Projections 

  2008 2009 2010 2011 2012 2013 

Exports 291.3 229.8 294.9 320.1 343.1 367.1 

Imports 308.6 234.4 296.9 324.8 351.1 377.4 

Workers’ Remittances 25.6 21.2 21.5 23.1 25.2 26.5 

Current Account -16.2 -5.7 -8.9 -13.1 -16.6 -20.5 

Portfolio Investment 2.4 7.7 12.3 11.2 10.6 10.4 

FDI 24.3 14.0 21.4 24.5 25.3 25.8 
International Reserves 
(End-year) 95.1 99.9 118.7 129.3 139.7 145.6 
Gross External Debt (End-
year) 201.5 192.6 209.5 223.8 239.2 248.3 

Source : Bank staff estimates based on Banco de Mexico  

20. Mexico’s medium-term growth outlook is reasonably encouraging. Progress on the 
economic reform agenda and higher levels of investment in public infrastructure over the past 
few years are likely to raise potential growth. Taking into account this impact, a recovery of 



 

 

domestic demand and a moderation of U.S. growth, the Government has based its medium-term 
fiscal outlook on an annual economic growth of 4.2 percent for 2012–2016. 

21. Over the next few years, the public sector will be subject to a continued effort of 
fiscal consolidation. The budget proposal for 2011 presented to Congress contains an update of 
the fiscal consolidation program (see table 3). Implementation of the program is on track with 
minor adjustments in terms of revenue and expenditure estimates as a result of a more rapid 
economic recovery, a slightly higher oil price and volume of production, and a stronger exchange 
rate. The budget for 2011 adopted by Congress includes a budget deficit of 2.5 percent of GDP. 
Taking into account investments in the oil sector of 2.0 percent of GDP, the deficit target in 
terms of the fiscal responsibility rule amounts to 0.5 percent of GDP. A return to a balanced 
budget (excluding investment in the oil sector) is envisaged by 2012. Tight public expenditure 
conditions are likely to prevail as proposals for a comprehensive, base broadening tax reform are 
unlikely to advance before the upcoming presidential elections (July 2012). 
 

Table 3. Mexico: Fiscal Accounts 2008–2013 

(as a percent of GDP) 

Actual Estimate Projections 

  2008 2009 2010 2011 2012 2013 

Revenue 23.6 23.8 21.6 21.4 21.2 21.2 

 Oil 8.7 7.4 7.2 7.0 6.9 6.8 

 Tax 10.0 9.5 10.0 10.3 10.6 10.8 

 Other 4.9 6.9 4.4 4.1 3.7 3.6 

Expenditure 23.7 26.1 24.3 23.9 23.2 23.1 

Budget Deficit 0.1 2.3 2.7 2.5 2.0 1.9 

PSBR 2.1 2.5 3.2 2.9 2.5 2.4 

Net Public Debt 35.8 36.9 36.8 36.6 36.3 35.9 

Source : Bank staff estimates based on SHCP  

22. The medium-term fiscal outlook projects a gradual reduction in the public debt-to-
GDP ratio. The outlook is based on a return by 2012 to a balanced budget in terms of the 
Mexican fiscal responsibility law. In addition, it assumes a gradual reduction of investments in 
the oil sector from 2.0 percent annually between 2010 and 2012 to 1.9 percent in 2013 and 1.6 
percent in 2016. This will lead to a decrease of the Public Sector Borrowing Requirements 
(PSBR) from 3.2 percent of GDP in 2010 to 2.4 percent in 2013 and 1.9 percent by 2016. These 
public sector deficit targets in conjunction with nominal output growth projections lead to a 
reduction of the net public debt from 36.8 percent of GDP in 2010 to 35.9 percent in 2013 and 
33.9 percent by 2016. 

23. The downward path in the public debt-to-GDP is mainly susceptible to weaker 
economic growth. Some of the main macroeconomic variables that have an impact on Mexico’s 
public finances include economic growth, inflation, interest rates and the oil price. The 
institutional framework for the formulation of fiscal policies, including the balanced budget rule, 
provides for coping mechanisms, such as the use of revenue stabilization funds, and requires 



 

 

adjustments to public finances in the light of adverse developments to assure sustainable public 
finances. In this environment, only a lower nominal output growth could derail the projected 
downward path in the public debt-to-GDP ratio as a 1 percentage point lower level of nominal 
GDP raises the public debt-to-GDP ratio by 0.4 percent. This implies that if, after the recovery, 
the economy falls back to an average annual rate of growth of 3 percent instead of the projected 
4.2 percent and absent further fiscal adjustments the public debt-to-GDP ratio will fail to come 
down and stabilize at the higher level attained during the crisis. 

24. The macroeconomic policy framework is deemed appropriate for the proposed 
Development Policy Loan (DPL). Fiscal and monetary policies continue to be well managed in 
view of the challenges posed by the significant uncertainties about the strength and sustainability 
of the global recovery and the volatility in global financial markets. No major internal or external 
macroeconomic imbalances have been building up or are projected in the near future. 
 
C. Context for Sustainable and Resilient Development 

 
25. This section presents an overview of the challenges that human settlements face in 
Mexico due to climate related problems.  The discussion is framed in terms of (a) current natural 
disasters, (b) long-term climate challenges, and (c) forest management patterns. Annexes II to IV 
provide more detail. 
 
Natural disasters and unplanned urban growth 

 

26. Mexico has a high level of exposure to natural hazards. Both coasts of the country 
stand in the path of hurricanes and tropical storms originating in the Caribbean Sea and the 
Atlantic and Pacific Oceans. The country also lies within one of the world’s most active seismic 
regions, is prone to volcanic activity, and its northern cone and central areas are prone to 
recurrent droughts. This wide geographic exposure renders more than two-thirds of the country’s 
population and GDP at hazard risk (de la Fuente 2009). The bulk of natural hazards (turning into 
disasters) that affect Mexico are hydro-meteorological. More worryingly, the occurrence of 
disaster events in Mexico over the last five decades has shown an increasing trend (see Figure 3). 
 

Figure 3. Incidence of Natural Disasters in Mexico (1960–2009) 
 
 

 

Source: Centro de Investigación sobre Epidemiología de los Desastres, Universidad Católica de Lovaina 
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27. The social impacts of natural disasters in Mexico enforce the need to place more 
attention on such events as part of the national poverty agenda. A disaster’s effect on an 
economy’s output is not the same as its effect on people’s welfare, health and well-being. In 
many cases (particularly in large economies), a major disaster will not have large or lasting 
effects on the macroeconomic outlook. However, at the micro level, poor households are 
invariably affected most severely, and can be trapped in poverty by being hit by even “small” 
hazards that do not garner media attention.  
 
28. There is ample evidence that the poor not only often face greater exposure to 
natural hazards, but also have lower adaptive capacities.  A Poverty and Social Impact 
Analysis (PSIA) conducted for this DPL found that poverty correlates with a higher 
susceptibility to suffer losses from hazard events (see Figure 2.5 in the annex). Likewise 
mmunicipal data on disaster risk show that disaster-prone municipalities in Mexico are 
predominantly rural and indigenous, with limited access to services, high rates of deforestation 
and other environmental problems. 
 
29. Rapid urbanization in Mexico adds to the cumulative risks of disasters. More than 70 
percent of the population lives in urban areas, and the projections show that by 2025 as much as 
80 percent of the population will live in the 358 cities than comprise the Sistema Urbano 

Nacional.  The pattern of territorial and urban development of Mexican cities is quickly 
increasing the vulnerability of the urban population, by concentrating populations in vulnerable 
areas. Poor urban planning and land use are key underlying factors contributing to hazard events 
becoming disasters.   In particular it is the poor who live in structures and in areas that are more 
vulnerable to hazards.  Housing and urban policies that promote sustainable cities are one of the 
no-regrets options that should be promoted, because they provide benefits with or without 
climate change.  
 
Longer-term climate change 

30. Climate change brings additional layers to existing risks, including more extreme 
weather events, changing rainfall patterns, rising sea levels, and shifting patterns of 
disease. For example, humid tropical zones are expected to receive more rainfall; combined with 
extreme events and sea level rise, this will result in more frequent and severe floods. In 
agriculture, many small-scale farmers depend on rainfed agriculture, which will be severely 
impacted by the increasing irregularity of rainfall affecting productive capacity as well as access 
to drinking water.  

 
31. Mexico’s social diversity and varied geography require locally-driven, tailored 
approaches to addressing the impacts of climate change.  Indigenous peoples and rural 
communities that depend on rainfed agriculture are among those most affected by climate 
change/variability due to a stronger dependence on natural environments for their livelihoods, 
particularly forests. Indigenous peoples are among the most vulnerable people with or without 
climate change, with limited capacity to cope with long-term changes and a greater exposure to 
natural climate related hazards. Climate change will have severe impacts on coastal populations 
of Mexico where large numbers of people reliant on climate sensitive coastal assets dwell.  



 

 

 
32. Reducing vulnerability to climate change and climate variability will require 
national frameworks and policies that identify the needs of the most vulnerable and 
strengthen both autonomous and planned adaptation. National policies need to provide 
meaningful adaptation frameworks while state and local levels provide the fine details of policy. 
 

 

Forest management 

 
33. Forests can serve a role in both mitigating GHGs as well as reducing the impact of 
natural disasters.  The majority of the forest territories in Mexico belong to rural communities 
and ejidos, many of them indigenous, vulnerable and/or poor. Mexico ranks twelfth worldwide in 
forest cover, with more than 64 million ha of forests, about half of which are considered 
commercially viable. With its wide range of ecosystems, species richness is expectedly high and 
the country ranks fourth worldwide in terms of its overall biological diversity. Fifty-five percent 
of the 13 million inhabitants living in the forests suffer from extreme poverty. About 8,500 
indigenous communities and ejidos3 own around 70 percent of the country’s forests.4 Officially, 
around 300,000 people are employed in the forest sector, and forestry activities account for about 
1.8 percent of GDP.  Official rates of deforestation in Mexico are moderately high, but the 
annual change rates have been decreasing.   
 
34. The forests play an important role in adaptation to climate change. While Mexico’s 
forests have long been valued as a source of timber, they are increasingly being appreciated for 
their role in helping to regulate the environment. For example, by providing a protective canopy 
and roots that hold and bind the soil, forests greatly reduce erosion and storm flow, which helps 
to regulate the hydrologic cycle and protect watersheds. In addition, because trees and forests 
sequester carbon through their photosynthetic processes, they provide efficient mechanisms for 
reducing greenhouse gas emissions, especially carbon dioxide, which contribute to climate 
change.  Moreover in times of natural disaster forests not only lessen the physical impacts (e.g. 
of droughts and floods), but they also provide livelihood and marketable resources that build 
economic resilience to the impacts of extreme events.  For instance in times of disaster access to 
timber and non-timber forest produce can provide an alternative stream of income to cope with 
short term emergencies. 

 
35. Although energy-related emissions dominate Mexico’s current and projected CO2e 
trajectories, the forestry sector provides the single greatest potential for reducing 
greenhouse gas emissions over the coming decades. Reductions in Emissions from 
Deforestation and Forest Degradation interventions have a reduction potential of 1,120 Mt 
CO2e.5 Other forestry interventions with high greenhouse gas mitigation potential are 
reforestation and restoration (10 percent) and afforestation (9 percent).  The Government of 

                                                 
3Communities and ejidos are landholdings with either indigenous or non-indigenous members with rights, stipulated 
by law, to communal resources under which an individual family has a right to an individual plot of land allocated 
formally by the community as well as access to communally owned lands (often forest lands, pastures and 
waterways). 
4 Food and Agriculture Organization (FAO). 2010. Global Forest Resources Assessment 2010. Rome; Italy 
5 Based on the six REDD interventions proposed by the Low-carbon Study (MEDEC). 



 

 

Mexico recognizes that only by improving forestry management, including reducing the 
emissions from deforestation, can the country meet its climate mitigation goals.  

 
 

III. BANK SUPPORT TO THE GOVERNMENT PROGRAM 
 

A. Link to Country Partnership Strategy 

 
70. Mexico and the World Bank Group have a long-standing partnership that 
encompasses a full menu of financial, knowledge, and coordination and convening services. 
The Country Partnership Strategy (CPS) for Mexico, which was discussed by the Board in April 
2008, built on the Mexican authorities’ desire to maintain a strong financial and knowledge-
based relationship with the Bank, focusing on flexibility and innovation in responding to the 
partner’s development challenges and borrowing needs with higher levels of flows dependent 
upon evolving market conditions. The aim of the CPS is to provide a flexible framework for 
World Bank Group support to Mexico. The strategy is based on a streamlined approach to 
lending that is in line with the priorities set in the 2007–2012 National Development Plan (PND). 
A multi-sector DPL supporting the Government of Mexico’s Climate Change strategy, as 
proposed in this DPL, is envisioned in the existing Country Partnership Strategy for Mexico. 
 
 
IV. THE PROPOSED OPERATION 

 
A. Operation Description 

 
71. The proposed Strengthening Social Resilience to Climate Change through Adaptation and 
Forestry Mitigation Policies DPL constitutes an essential piece of the consolidation stage (2010-) 
of climate change engagement in Mexico. The objective of this operation is to reduce the impacts 
of climate change on the poor through policies that (a) promote sustainable territorial 
development and reduce vulnerability to natural disasters; (b) strengthen long-term climate 
change adaptation planning; and (c) implement pro-poor climate change mitigation measures in 
the forestry sector. Potential prior actions are summarized in Box 3. 
 

Box 3. Summary of Potential Prior Actions 

Prior Actions Status 

Policy Area 1: Strengthening Social Resilience through Disaster Risk Reduction and 
Territorial Development 

SEDESOL has strengthened the delivery of risk reduction actions in 
underserved municipalities by (i) creating a new Program for Risk 
Prevention in Human Settlements (“Prevención de Riesgos en los 

Asentamientos Humanos”) that extends financing of risk reduction to 
all municipalities, and (ii) changing the 2011 Operational Rules of its 

Passed, Diario Oficial, 
12/31/2010;6 Passed 7 
 

                                                 
6 http://dof.gob.mx/nota_detalle_popup.php?codigo=5173579 
7 http://normatecainterna.sedesol.gob.mx/disposiciones/rop2011/rop_pet.pdf 



 

 

Box 3. Summary of Potential Prior Actions 

Temporary Employment Program–PET (Programa de Empleo 

Temporario, PET) to orient it toward financing of local disaster 
prevention projects 

SEDESOL and SEMARNAT have signed a Memorandum of 
Understanding to pilot harmonization of territorial and ecological 
land-use planning, which includes climate change considerations 

Pilot launched, signed 
agreement pending 

SEDESOL, INFONAVIT and CONAVI have launched a 
methodology to incorporate within the mortgage origination criteria,  
incentives to foster  a  sustainable urban territorial development and 
to increase social resilience (including disaster risk reduction, 
location, eco-technologies, social cohesion, etc). 

Methodology approved 
by INFONAVIT’s 
board; launch planned 
by mid-2011 

Policy Area 2: Strengthening Social Resilience through Long-term Climate Change 
Adaptation Planning 

CICC has approved Mid-Term Adaptation Policy Framework, which 
includes measures for reduction of differential vulnerability and 
strengthening of local adaptive planning 

Presented at the COP 16. 
CICC approval pending. 

Creation of a new program and Federal Budget allocation devoted to 
finance climate change actions with emphasis on adaptation 
initiatives 

Completed, Presupuesto 

Egresos 2011. 

GT-ADAPT has created a Consultative Technical Council (CTC) to 
facilitate participation of civil society in formulation of National 
Adaptation Policy 

To be created in early 
2011. 

Policy Area 3: Strengthening Social Resilience in the Forestry Sector through Pro-Poor 
Mitigation and Sustainable Forest Management 

CONAFOR, SAGARPA and SEMARNAT have signed a 
Memorandum of Understanding aimed at sharing information and 
aligning procedures and incentive programs, in order to facilitate 
local communities’ direct involvement in forest management and 
remove administrative hurdles. 

Pending, first half of 
2011. 

GT–REDD has created one national and three state-level Consultative 
Technical Councils (CTC–REDD), multi-stakeholder advisory bodies 
formed by CSOs, academic, private sector and indigenous 
representatives, to foster public participation in forest policy-making 
at federal and local level. 

National created in 
March 2010. 
State level early 2011 

CONAFOR has included climate change in the JIRA Cooperation 
Agreement (Jalisco) the first intermunicipal initiative that would start 
designing local emissions reduction programs with CONAFOR 
funding, to foster the involvement of local entities in designing and 
implementing climate change policies and programs. 

Done in 2010 

 

Policy Area 1. Strengthening Social Resilience through Disaster Risk Reduction and 

Territorial Development 
72. Policy Context and Challenges: The approach to disaster risk management in Mexico is 
in general reactive and needs strengthening. The system cannot manage current levels of risk 
effectively and needs to prepare for more. The DRM system is dominated by ex post responses 



 

 

and by limited mechanisms to integrate disaster risk considerations into territorial and urban 
planning. Moreover, climate change requires a new approach to managing disaster risk that is 
process oriented and has built-in flexibility to adapt to a constantly changing risk landscape. The 
GoM recognizes this, and is moving toward a more proactive, flexible and accountable disaster 
risk management system that better protects the poor from hazard event impacts. The GoM also 
recognizes the need to support the strengthening of long-term resilience to climate change 
impacts by ensuring that programs contribute to building the asset base of the poor. 
 
73. The objective of this policy area is to support financial and other incentives that enhance 
disaster risk reduction and socially and environmentally resilient territorial development. 

 
74. Prior Actions: Three policy actions have been completed8  

 

75. Prior Action 1.1. SEDESOL has strengthened the delivery of risk reduction actions in 

underserved municipalities by (i) creating a new Program for Risk Prevention in Human 

Settlements (“Prevención de Riesgos en los Asentamientos Humanos”) that extends financing of 

risk reduction to all municipalities, and (ii) changing the 2011 Operational Rules of its 

Temporary Employment Program (Programa de Empleo Temporario, PET) to orient it toward 

financing of local disaster prevention projects. 
 

76. SEDESOL’s new Program for Risk Prevention in Human Settlements (“Prevención de 

Riesgos en los Asentamientos Humanos”) extends financing of risk reduction to all 
municipalities. While risk reduction support is available to states through FOPREDEN, 
municipalities face challenges in accessing the funds. SEDESOL also has the Habitat program 
which supports risk reduction activities in municipalities, but only those belonging to the 
National Urban System (cities of 15,000 or more inhabitants). According to the PSIA developed 
for the proposed DPL, high disaster-risk-prone municipalities in Mexico are predominantly rural 
and indigenous. The new Risk Prevention Program addresses the existing gap as it makes 
resources available to all municipalities located in risk areas. 

 
77. SEDESOL has also changed the 2011 Operational Rules of its Temporary Employment 
Program (Programa de Empleo Temporal, PET) to orient it toward financing local disaster 
prevention projects. PET provides poverty alleviation and shock mitigation functions by 
absorbing seasonal unemployment that affects the very poor. By having beneficiaries engage in 
public works that reduce disaster risk, the program will provide a dual protection function of 
reducing the physical and livelihood risks of the poor. 

 

78. Prior Action 1.2: SEDESOL and SEMARNAT have signed a Memorandum of 

Understanding to pilot harmonization of territorial and ecological land-use planning, which 

includes climate change considerations. 
 

79. The divergence between ecological and urban planning has been an issue in Mexico for 
decades. The PECC calls for a concurrent strategy on ecological and territorial planning for 
energy infrastructure, and recognizes the strength of both instruments in adaptation to climate 
change. The PECC refers to the national human settlement planning system and to development 

                                                 
8 or will be completed before June 2011. 



 

 

planning as essential systems to consolidate capacities for adaptation to changing climate 
conditions. The 2007–2012 National Development Plan (PND) reinforces in three of its strategic 
pillars the importance of the sustainable occupation and use of land as basic conditions to 
mitigate and adapt to climate change effects. In its third strategic pillar, “Equality of 
Opportunities,” the third objective seeks the development of a national territorial pattern to stop 
the uncontrolled expansion of cities, and to provide adequate land for urban development and the 
availability of services in both urban and rural areas. It also promotes the coordination of 
activities toward territorial planning at the three government levels. In its fourth pillar, 
“Environmental Sustainability,” its ninth objective deals with the importance of ecological 
planning to guarantee the sustainable use of natural resources. The 2007–2012 Sectoral Program 
on Environment and Natural Resources calls for the formulation and development of the General 
Ecological Planning of the Territory and Seas. 
 
80. In Mexico, ecological planning is managed by SEMARNAT and territorial planning is 
managed by SEDESOL. Both instruments are completely independent from each other even if 
they are complementary, and both SEDESOL and SEMARNAT coincide on the existence of 
gaps in the legal and programmatic framework on territorial matters, making the practical 
implementation of both instruments very difficult. ToRs are being developed by SEDESOL and 
SEMARNAT to analyze the existing regulatory framework and the different instruments and to 
integrate both instruments. Both agencies have chosen Campeche as the ideal state to start the 
pilot study and obtain results that can be replicated in other states. Campeche has been actively 
working on urban, territorial and ecological planning since 1999. Being a coastal state also 
makes it suitable to link to the work of the Sea and Coast Intersecretarial Commission whose aim 
is to develop mechanisms for integrated territorial planning. 

 
81. In an initial phase, the study will incorporate the analysis of the legal and institutional 
framework at the federal and state level; in a second phase, it will diagnose the current situation 
of the State of Campeche to produce a final strategic action plan to integrate both instruments in 
Campeche. 

 

82. Prior Action 1.3: SEDESOL, INFONAVIT and CONAVI have launched a methodology to 

incorporate within the mortgage origination criteria, incentives to foster sustainable urban 

territorial development and to increase social resilience (including disaster risk reduction, 

location, eco-technologies, social cohesion, etc). 

 
83. There is an urgent need to promote inner-city development and densification rather than 
continuing expansion that requires more and more infrastructure. This needs to be done in a way 
that promotes sustainable and resilient urban development while maintaining the hard-earned 
gains in the housing sector. To achieve this, INFONAVIT (the largest mortgage provider in the 
country, with a 65 percent market share), SEDESOL and CONAVI have begun efforts to 
promote urban sustainability by offering more favorable loan conditions to units sold in 
municipalities with more sustainable urban practices Municipalities are rated according to a 
series of indexes, including: 
a. Municipal competitiveness index: including 

indicators related to municipalities’ institutional capacity, codes and regulations (with 
higher scores for higher densities and mixed-used areas), disaster risk management, 



 

 

community participation, infrastructure and governance. INFONAVIT will provide 
incentives for housing units located in municipalities with higher scores. SEDESOL will 
provide capacity building for municipalities that score lower. 
 

b. Community organization: A program called Local 
Social Promoters (Promotores Sociales Vecinales, PSV), which develops recognized 
professionals to promote social cohesion and community organization within new housing 
developments, is being piloted and evaluated in eight Mexican cities. The PSV assesses the 
level of social cohesion in the housing development, supports the development of 
community work programs and integrates the results of the assessment in the new 
neighborhood association. 
 

c. Qualitative Evaluation of the House and the 

Environment (ECUVE): This methodology assesses each house and its environment 
individually, systematically and instantly based on existing information related to the size of 
the house, appliances, etc. The ECUVE criteria vary by region and are intended to describe 
not only the housing but the urban and social context. Evaluations in 2010 found that older 
housing rated higher than new housing. This gap is reduced when new housing uses eco-
technologies. Starting in 2011, INFONAVIT will start a communications campaign 
promoting the application of the ECUVE. 
 

d. Quality of Life Index Linked to Housing (ICVV): 

This index evaluates how the lives of inhabitants change after the use of the credit, and how 
life changes for non-beneficiaries after they become credit beneficiaries. The methodology 
for the development of the ICVV includes an extensive literature review, expert interviews, 
focus groups and a national poll; strategic attributes have been identified (see Figure 2). 

 

84. INFONAVIT is also working with CENAPRED to incorporate within the recently 
finalized Atlas Nacional de Riesgos a housing-specific module to screen the sites of large new 
housing developments for potential hazards. Although municipalities are responsible for issuing 
building licenses in risk areas, many municipalities lack adequate risk maps, updated building 
codes or urban plans to prevent these risks By validating the sites for large housing 
developments, INFONAVIT will complement the information provided by local governments to 
reduce household exposure to natural disasters. The proposed DPL will also explore ways in 
which this initiative can be further supported. 

Policy Area 2. Strengthening Social Resilience through Long-term Climate Change 

Adaptation Planning 
85. Policy Context and Challenges: Climate change adaptation has a predominantly local 
dimension, because people adapt to the specific contours of their physical and natural 
environments and local governments have responsibility over implementation of many 
adaptation activities. This is particularly relevant to Mexico’s diverse geography, which includes 
coastal zones, mountainous areas, lowlands, forested tropical hills, and drought-prone 
environments in the north. Reducing vulnerability to climate change and climate variability will 
require national frameworks and policies that recognize the needs of the most vulnerable 
population and strengthen autonomous adaptation. 
 



 

 

86. National policies need to provide meaningful adaptation frameworks at the state and local 
levels, providing local communities with useable information about risks (short- and long-term), 
cost-effective adaptation measures, modalities to spread risk, etc. Efforts are required to identify 
where those most vulnerable to climate change impacts are located and specific ways in which 
they are vulnerable. To that effect, the PECC pays insufficient attention to: a) how different 
geographic areas and population groups are differentially vulnerable to climate change; b) how 
climate change mitigation policies may themselves have differential impacts at subnational 
levels or across population groups; and c) the institutional coordination mechanisms needed to 
ensure that adaptation is successful at the appropriate subnational levels (territorial units, 
municipalities, watersheds etc.). 

 
87. The objective of this policy area is to support the development of national and 
subnational frameworks and funding mechanisms that foster intersectoral, intergovernmental and 
multi-stakeholder coordination and collaboration to promote socially inclusive and pro-poor 
adaptation policies and programs. 

 
88. Prior Actions: Three prior actions have been completed9  

 

89. Prior Action 2.1: The CICC has approved the Mid-Term Climate Change Adaptation 

Policy Framework, which includes measures to reduce differential vulnerability and strengthen 

local adaptive planning. 
 

90. The Working Group on Policies and Adaptation Strategies (Grupo de Trabajo sobre 

Políticas y Estrategias de Adaptación, GT-ADAPT) presented the Mid-Term Adaptation Policy 

Framework document at the COP16 in December 2010. The document describes the guiding 
principles, strategic priorities and courses of action to strengthen the adaptation capacities of 
society, ecosystems and productive systems through a process that involves all social groups. 
This Framework lays the foundation for the National Adaptation Strategy and its implementation 
plan, which is expected to be launched at the end of 2011.  It emphasizes the critical role that 
local institutions, community and indigenous organizations, civil society, and private sector play 
in shaping local adaptation strategies. 

 
91. The Framework pays special attention to the role of municipal governments in building 
and strengthening social resilience. In its first strategic priority, on institutional development, the 
Framework states: 

• “Municipal governments play a critical role since they are the ones responsible for 
implementing actions and decisions with direct impact on land use. [The framework] 
seeks to strengthen their participation in the design, implementation, monitoring and 
evaluation of the adaptation process, as well as in the reduction of vulnerability to climate 
change in urban and rural areas. Appropriate communication channels must be created 
for local authorities, as well as awareness and capacity building instruments so that the 
adaptation process is reflected in local planning instruments, mainly municipal 
development programs, ecological land use plans, municipal civil protection plans, urban 
development plans, and sustainable rural development municipal plans. At the same time, 
coordination will be promoted so that municipalities and inter-municipal associations can 

                                                 
9 or will be completed before June 2011. 



 

 

access the financial mechanisms, and human and material resources to develop and 
implement adaptation actions. 

• Promote and consolidate strategies related to Local Agenda 21 as a tool to start and 
develop sustainable development processes” (page 31) 

A concrete action proposed by the Adaptation Framework is the development of a Municipal 
Guide for Climate Change Adaptation. SEDESOL has begun to develop this Guide in 
coordination with GT-ADAPT, and the Bank is supporting it through the SFLAC grant 
awarded to support DPL preparation. 

 

92. The Adaptation Framework also highlights the need to “identify the most vulnerable 
population and those living in high risk places, both in cities as well as in rural areas, and with 
special emphasis in high and very high marginality areas.” (p.34). To address this need, the GT– 
ADAPT is developing a municipal-level “disaster risk scores” and a Municipal Climate Change 
Vulnerability Index that identifies particularly exposed areas and people in order to improve 
targeting and the use of adaptation funds. This Index is being developed as part of the advisory 
services associated with this operation. 
 
93. Prior action 2.2: GT–ADAPT created a Consultative Technical Council (CTC) to 

facilitate civil society participation in the formulation of a National Adaptation Policy 
 

94. The CICC brings together different federal agencies to promote a comprehensive, cross-
sectoral approach to climate change policy design. Because participation is restricted to federal 
government agencies, GT–ADAPT has proposed to create a Consultative Technical Council to 
engage civil society, academia and the private sector in the development of the National 
Adaptation Strategy. 

 
95. Mexico has strong networks of civil society, private and academic actors with proven 
capacity to influence public policy. The CTC will bring these stakeholders to the adaptation 
policy dialogue. A call for proposals will be launched to identify the council’s members. Once 
the CTC is formed, the roadmap for the National Adaptation Strategy will be revised to include 
the inputs of CTC members. The CTC will integrate the experience of civil society groups 
engaged in a broad range of climate change adaptation areas, including vulnerability of human 
settlements, ecosystems, infrastructure, and productive systems. 

 

96. Prior Action 2.3: Creation of a new program (Climate Change Adaptation and 

Mitigation Program) and allocation in the Federal Budget (Presupuesto de Egresos de la 

Federación), devoted to finance climate change actions with emphasis on adaptation initiatives. 
 

97. The creation of a new program is a rare occurrence because each new program with 
separate budget line items requires congressional approval. This is a significant achievement in 
Mexico’s current political context. The administrative unit responsible for this new program is 
the Under-Secretariat of Planning in SEMARNAT. This unit coordinated the integration of 
sectoral climate change goals identified by each ministry into the Special Climate Change 
Program (PECC). These sectoral goals, which become mandatory for the different sectors and 
entities (i.e., PEMEX), are supported by the respective programs/budget allocations in each of 
the line ministries. Therefore, mitigation goals identified there are already funded. The 



 

 

adaptation initiatives mentioned in the PECC are cross-sectoral by nature and not easily 
attributable to a single ministry or entity, and in many ways represent “soft” activities, which 
have to do more with knowledge, awareness and a “way of doing things” rather than 
implementing new programs. The need to mainstream adaptation issues within the broader 
development context led Congress to devise a new program and make an initial allocation for 
SEMARNAT to lead the required adaptation initiatives. 
 
98. The relevance of this allocation is due to consensus that led to the opening of a new 
programmatic/budget line in the PEF rather that to the specific amount allocated. In this context, 
the Under-Secretary of Planning in SEMARNAT has requested the Bank’s assistance in the 
design of guidelines to promote innovation, best practice, efficiency and transparency. Using the 
initial allocation effectively will be critical to guarantee at a minimum the replenishment of this 
budget line. It may also lead to Congress’s increased attention to the newly designed Adaptation 
Strategy, especially in view of broad public participation in its drafting by multiple sectors of 
Mexican civil society. 
 

Policy Area 3. Strengthening Social Resilience in the Forestry Sector through Pro-Poor 

Mitigation and Sustainable Forest Management  

 
99. Policy context and challenges: Mexico’s progress in promoting sustainable community 
forest management is increasingly being recognized as a worldwide reference. In various states 
throughout the countries, indigenous communities carry out forest management and marketing 
operations, operate community-based enterprises, and in some cases have obtained third-party 
certification from the Forest Stewardship Council. Though much work remains to be done, these 
early experiences are recognized as global good practices in terms of reducing deforestation and 
mitigating climate change while at the same time ensuring income and employment opportunities 
and building social capital and strengthening communities’ resilience to natural and economic 
disasters that may be induced by climate change, hence contributing to adaptation. However, a 
series of barriers hinder the achievement of sound policy objectives in the field. These barriers 
include: (i) lack of alignment among incentive programs dealing with forestry, agriculture and 
livestock, especially among SEMARNAT, SEGARPA, CONAFOR and other sister agencies, 
sometimes resulting in discrepancies in the field and creating a disincentive for communities to 
engage in sustainable management; (ii) limited involvement of civil society in the design and 
implementation of forest-based adaptation and mitigation policies; and (iii) limited participation 
of subnational institutions, especially the municipios, in designing and leading integrated 
territorial development programs in rural areas. 
 
100. The objective of this policy area is to strengthen sustainable forest management practices 
in order to mitigate carbon emissions from deforestation and forest degradation and, at the same 
time, enhance the resilience of poor rural and indigenous communities that derive their 
livelihood from forests. 

 
101. Prior Actions: Three prior actions have been completed or will be completed before June 
2011. 

 



 

 

102. Prior Action 3.1: CONAFOR, SAGARPA and SEMARNAT signed a Memorandum of 

Understanding aimed at sharing information, and aligning procedures and incentive programs 

in order to facilitate local communities’ direct involvement in forest management and remove 

administrative hurdles. 
 

103. The National Development Plan pays close attention to halting the encroachment of the 
agricultural frontier on forests and jungles. Since 1995, the GoM has offered agricultural 
subsidies through the farm-support program Programa de Apoyos Directos al Campo 

(PROCAMPO) led by SAGARPA, and the livestock-support program Programa de Estímulos a 

la Productividad Ganadera (PROGAN). The environmental components of PROCAMPO and 
PROGAN have been limited, mainly because of structural and institutional impediments. 
Moreover, the agricultural and livestock incentives could be in conflict with sustainable forest 
management objectives. Mexico’s Special Program for Climate Change (PECC) and the Mid-
Term Climate Change Adaptation Policy Framework highlight interinstitutional cross-cutting 
cooperation to promote climate change adaptation but, due to a lack of instruments that allow the 
timely exchange of information and policies among SAGARPA, CONAFOR, SEDESOL, SRA 
and other institutions working on forestry areas, the forces interacting in these territories are 
unknown. 

 
104. The National Forestry Statistics Workshop (Taller Nacional de Estadísticas Forestales) 
was an attempt to coordinate statistical information on forest regions. Besides the contribution of 
CONAFOR staff, more than 20 state representatives of SEMARNAT participated in the attempt 
to coordinate the generation, management and distribution of data on forestry statistics. The 
Policy Adaptation Working Group, led by the National Institute of Ecology and composed of 11 
ministries, was created on March 2007 as a cross-cutting coordination group to propose to the 
CICC cross-cutting strategies related to climate change adaptation at national, regional and 
sectoral scales (including forestry). Nevertheless, it is necessary to include further modifications 
that can improve the efficiency and impact of CONAFOR and other sister agencies. This should 
increase areas under sustainable forest management and will support poverty alleviation, with 
more communities’ earning an income for the sustainable extraction of their natural resources. 

 
105. In the first half of 2011, CONAFOR, SEMARNAT and SAGARPA will sign a 
Memorandum of Understanding in which the three institutions agree to: (i) improve the 
procedures and regulations of their incentive programs to enhance consistency, strengthen 
community resilience, and reduce carbon emissions; and (ii) establish an interinstitutional 
registry (padrón forestal inter-institucional) with other government institutions working on 
forestry areas.  

 
106. CONAFOR, SEMARNAT, SAGARPA and other government institutions will develop a 
historical information system on national forestry management. In the medium term, forestry 
management and policy decisions will be more efficient and transparent with the support of 
relevant data and competent administrative processes, allowing a more sophisticated level of 
carbon accounting, data analysis and forecasts. By project end, it is expected that the 
intersectoral harmonization will be the basis to create synergies among the tools, programs and 
policies of SAGARPA, CONAFOR, SEDESOL, SRA and other government institutions 
working on forestry areas. As stated in the PECC, the cross-cutting coordination will enhance the 



 

 

climate change adaptation capacity of ejidos and communities. This should increase the number 
of communities and ejidos benefiting from the sustainable management of their resources, with 
positive environmental and social impacts through: (i) carbon sequestration and biodiversity 
conservation, with more forests under sustainable management; (ii) poverty alleviation, with 
more communities earning an income for the sustainable extraction of their natural resources; 
and (iii) increasing the communities’ resilience capacity by decreasing climate change risks and 
vulnerabilities. 
 
107. Prior Action 3.2: GT–REDD created one national and three state-level Consultative 

Technical Councils (CTC–REDD), multi-stakeholder advisory bodies formed by CSOs, 

academic, private sector, and indigenous representatives in order to promote public 

participation in forest policy-making at federal and local level. 
 

108. The Government of Mexico has experience with cross-sectoral cooperation related to 
forest management. First, the Intersecretarial Commission on Climate Change (CICC)10 was 
created in 2005 and provides institutional support at the highest level for the design and 
implementation of the National REDD+ Strategy. Second, the REDD+ Working Group (which 
was previously recognized by the Low-carbon DPL) was created in May 2010 as a platform to 
improve institutional and policy harmonization among government agencies in REDD+-related 
areas. 

 
109. However, until recently, none of the existing forums allowed for significant inputs from 
civil society and community representatives in the design and monitoring of REDD/climate 
change policies. In that regard, the creation of the Comité Técnico CTC–REDD in March 2010 
was a key step toward greater civil society participation. The CTC–REDD was conceived as an 
advisory body of the government’s REDD+ Working Group. It comprises academics, civil 
organizations, the private sector and representatives of indigenous communities. Throughout 
2010, the CTC–REDD+ participated in the preparation of Mexico’s National REDD+ Vision 
which was launched by President Calderon at the 16th Conference of the Parties in Cancun, 
December 2010. It held regular meetings and maintained a public networking website 
(www.reddmexico.org). Nevertheless, civil society participation at federal level is not sufficient. 
Direct involvement of local actors at state level and below is needed to guarantee successful 
climate change programs in the field. 

 
110. The prior action is the creation of three local-level multi-stakeholder REDD committees 
(CTC–REDD) parallel to the national CTC. During the first quarter of 2011, three local CTC–
REDD+ committees will be created in Lacandona, Chiapas; Coastal Basins, Jalisco; and 
Yucatán. Each Local CTC–REDD+ works independently and comprises civil society, academics 
and other local organizations. The representation of indigenous and vulnerable groups is also 
essential. CONAFOR participates as an external agent, providing technical and logistical advice. 

 

                                                 
10 The CICC is composed of the Federal Ministries of Environment and Natural Resources (SEMARNAT); 
Agriculture, Livestock, Rural Development, Fisheries and Food (SAGARPA); Energy (SENER); Communications 
and Transport (SCT); Economy (SE); Tourism (SECTUR); Social Development (SEDESOL); Internal Affairs; 
Finance and Public Credits (SHCP); Health; Foreign Affairs (SRE), and with the Institute of Statistics, Geography 
and Information (INEGI) as a permanently invited federal institution. 



 

 

111. The results of this policy action would be consistent with the National REDD+ Vision 
which stresses that all REDD initiatives in Mexico must be part of an inclusive and integrated 
development process. All REDD+ pilot demonstration activities will be led by local CTC–
REDD+ groups. It is expected that by end of this operation, a subnational committee would be 
created for each of the demonstrative REDD+ activities. In the medium term, this policy would 
help sustain inclusive, locally designed REDD+ strategies, with important livelihoods and social 
co-benefits. 

 

112. Prior Action 3.3: CONAFOR included climate change in the JIRA Cooperation 

Agreement (Jalisco), the first intermunicipal initiative that would start designing local emissions 

reduction programs, with CONAFOR funding, in order to foster the involvement of local entities 

in designing and implementing climate change policies and programs 
 

113. Mexico is divided into 2,441 municipios. Some states, such as Baja California, only have 
5 municipios, while others, such as Oaxaca, have more than 500. The municipios have their own 
political structure, with some independent responsibilities and others dependent on the state or 
federal government. However, this political division creates some barriers for sustainable 
territorial development: (i) the environmental management should not depend om political 
boundaries but instead on environmental factors, such as watersheds; (ii) the long-term 
management of natural resources at municipal level is complex, because the Presidente 

Municipal position lasts only three years; and (iii) the small scale of the municipios reduces their 
capacity to operate programs and obtain significant economic resources. For this reason, 
intermunicipal cooperation for sustainable territorial development is crucial. 

 
114. The prior action is the inclusion of climate change in the decentralized Junta Municipal 
del Río Ayuquila (JIRA), which brings together 20 municipios in the State of Jalisco. In July 
2010, JIRA signed a collaboration agreement with CONAFOR to design local REDD/climate 
change strategies and became the first REDD-related intermunicipal initiative in Mexico. JIRA 
promotes a long-term sustainable territorial strategy along the Ayuquila River in Jalisco, with the 
active involvement of local stakeholders. CONAFOR provides technical assistance and matching 
funds. JIRA helps translate, customize, and implement the national REDD strategy at local level. 

 
115. By project end, it is expected that CONAFOR would sign similar agreements with other 
intermunicipal associations. CONAFOR would also link the intermunicipal associations with 
other prospective donors. In the medium term, this would be one of CONAFOR’s main 
mechanisms to include new areas under REDD schemes and scale up the community forestry 
management model, hence achieving pro-poor and environmental benefits for ejidos and 
communities. 
 
IV. Tentative financing 
Source: ($m.) 
Borrower/Recipient  
IBRD                                                   US$300 million 
IDA 
Others (specify) 

 

Total                                               US$300 MILLION  



 

 

 
V. Contact point 
World Bank  
Contact: Rodrigo Serrano-Berthet 
Title: Sr. Social Development Specialist,   
Tel: (202) 458-5380   
Email: rserrano1@worldbank.org  
 
Borrower/Client/Recipient 
Contact: Ricardo Ochoa 
Title: Chief of the International Relations Unit, Secretaría de Hacienda y Crédito Público 
(Ministry of Finance)    
Tel: [52] (55) 3688-1154     
Email: ricardo_ochoa@hacienda.gob.mx  
 
Implementing Agency 
Contact: Roberto Cabral, SEMARNAT 
Title:  General Director of Strategic Financing 
Tel:  (52-55) 5490-2124  
Email:  roberto.cabral@semarnat.gob.mx 
 
VI. For more information contact: 
The InfoShop 
The World Bank 
1818 H Street, NW 
Washington, D.C. 20433 
Telephone:  (202) 458-4500 
Fax:  (202) 522-1500 
Web: http://www.worldbank.org/infoshop 
 

 


