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» Costs and benefits of conservation

Outline of my Presentation

* An overview of Conservation Finance sources
» Areview of international biodiversity aid

» Policy reforms and fiscal instruments to help with
conservation and protected area management

¢ Anintroduction to some market-based instruments
 Environmental Funds
e Conclusion
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*CFA Costs and Benefits of
Conservation

e g

Poverty Environment PE—
Partnership lists:

— Annual costs of 8 billion USD
for Protected Areas in
developing countries

— Combating land degradation
has an estimated annual cost
of 16 -36 billion USD

— Coral reef protection is
calculated to cost 300,000
USD per square kilometre, = {.
while the benefitis estimated _
to be 700,000 — 2,5 million
USD per square kilometre. E_- L :
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*CFA Valuing Ecosystems: Major
' Challenges

Methods are generally adequate but data is lacking

Most studies are site-specific, focus on a single good or
service at a particular point in time, assume fixed prices
Most studies focus on the direct use values of marketed
products, for which data can be obtained

Ecosystem services are rarely valued or unreliably valued,
due to weak data on biophysical relationships

Non-use values are difficult to define, tricky to estimate and
even harder to capture, due to free-riding and lack of
accepted transfer mechanisms
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Public spending:

¢ Government budget alocations to domestic
conservation agencies

* Earmarking tax revenue for conservation (e.g.
taxes onenergy, aviation, hotels)

¢ Tax hreaks or subsidies for private conservation
effort/investment

» Earmarking charges or penalties related to

natural resource use (e.g.timber stumpage fees,

park entry fees, pollution taxes)

* International development assistance (e.g.
environmental aid, debt-for-nature swaps,
contributions © GEF or trust funds)

Public policy reform:

*  Reform environmentally-harmful subsides (e.g.
agriculture, fisheries, water, energy)

* Publicinvestment (e.g. infrastructure)

Private charity and non-profit:

e Private foundations

e Community self-support groups

*  Secular and faith-based charities and NGOs
* Dedicated fund-raising campaigns or events
e Social marketing, lotteries

Adapted from: Gutman, Pablo (ed.) 2003. From Good will to payments for Environ mental

Conservation Finance

Biodiversity-friendly products and services

Organic agricuture

Sustainable non-timber forest products
Certified forest and fisheries products
Eco-tourism enterprise

Markets for ecosystem services

Bio-prospecting agreements
Carbon sequestration in biomass
Watershed protection incentives

Tradable developmert rights (biodiversity dffsets
and easements)

Other private for—profit:

Commercial banks

Export credit agencies

Direct foreigninvestment

Venture &/or private capital
Public-private-community partnerships
Portfolio investors (e.g. “green’ funds)
Community-enterprise (formal/ informal)

Services: A survey of Financing Options for Sustainable Natural Resource Managementin

Developing Countries. WWFMPO: Washington, D.C.
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International Conservation

Finance Assistance

2002)

Development Banks (more than 1.25 billion in

Global Environment Facility

Bilateral ODA targets of 0.7 GDI
Debt-for-Nature Swaps
Philanthropic donations

— Private individuals, companies, charitable

Foundations, NGOs

www.conservationfinance.org




CFA

» Established after the Rio Conference,
particularly to pay for incremental costs of
conservation

« 1.1 billion USD and 2.5 billion co-finance
leveraged for biodiversity in first decade

Global Environment Facility

« Fourth replenishment (2007 — 2010) is less e
than expected; US contribution down from
500 million in GEF3 to maybe 250 million and
no payment of 167 million in arrears GEF

* Resource Allocation Framework is geared
towards bilateral disbursements, and 75% of
biodiversity projects are subject to RAF

» GEF is no more the solution for global or
regional Conservation Finance issues
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FA
CFA 2005 Aid Pledges

» Finance ministers of the world's richest nations
agreed at the G8 Summit in Gleneagles in June
2005 to cancel at least USD 40 billion of debt owed
to multilateral banks by the world's 18 poorest
nations, all but one of them in Africa

* Pledges at the World Summit will take ODA from a
little under USD 80 hillion in 2004 to approaching
USD 130 billion in 2010.

» The sharpest percentage increase is likely to be in
Africa, to the tune of an additional USD 25 billion,
taking the level of aid to that continent alone to
around USD 50 billion in 2010.
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wCFA  But—only 2.7% of ODA Is
Biodiversity-related Aid

* Emphasis on poverty reduction and achievement of
Millennium Development Goals

* Protected Areas low on the priority list (Montecatini
Workshop 2005)

» Budget support and SWAPs — recipient
Governments determine priorities, and conservation
of natual resources is low on the list

» Therefore important to make the link between
ecosystem services and poverty reduction
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Linking Ecosystem Services
and Human Well-being
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International Philanthropy is

wCFA
important

8.3 million millionaires world-wide (Economist, March
2006)

Gordon and Betty Moore Foundation multi-million
dollar grants to Conservation International over a
ten-year period, and other smaller contributions

UN Foundation USD 10 million grant for World
Heritage Area management

Walton Foundation has just launched a conservation
programme

Purchase of forests or protected areas by individuals
Companies also provide philanthropic funds
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* In comparison to ODA, philanthropy for nature
conservation is relatively small
e The situation in Europe is different from USA

— European Foundation Centre has no expertise in
protected area management

— Bellagio Forum for Sustainable Development has
few members that work with Protected Areas

» Philanthropy efforts are not coordinated, and
provide case-by-case solutions
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‘*QEAA Domestic Policies And Fiscal
Instruments

» Reform perverse incentives and create incentives for
conservation

* Promote tax breaks for companies or individuals who
wish to support conservation finance

* Levy conservation taxes at national or local level, e.g.
ICMS Ecologico in Brazil, Chirac’s air ticket tax

* Enable revenue retention by Protected Area
management authorities

www.conservationfinance.org
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Payment for Ecosystem Services
Carbon trading

Biodiversity offsets

And more..

Market-based Instruments

www.conservationfinance.org

wCFA Payments for Ecosystem
Services

Eco-tourism
responsibietravel.com * “the fastest growing sector of the largest industry on
Holidays that give the world a break eal’th"
+ annual exports up to US$100 billion (estimated from
"-'Egg“-. ENTURES data reported at www.world-tourism.org and
R s www .ecotourism.org)
li.;q‘"
O "E Organic foods
= * market value of organic products reported as
..-*‘f US$25 billion in 2004 (www.ifoam.org)
-“"!.-.-l
Certified “sustainable” products
f.,,) FOREST STEWARDSHIP COUNCIL *  Worldwide certified forest area is
FSC  Because foresis matter approaching 5% of total forest area

(www.unece.org)
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__EA Payments for Watershed
Protection

e Brazil — A water utility in the city of Sao Paulo pays 1% of total revenues
($2,500 per month) for the restoration and conservation of the Corumbatai
watershed. Funds are used to establish tree nurseries and for reforestation
along riverbanks.

e China — Water supply and hydroelectric companies pay 0.01 Yuan per
tonne of water, and 0.005 Yuan per Kilowatt of electricity, to local farmers
who agree to plant and manage trees on their land, in order to maintain
dry season flows and improve water quality.

e Costa Rica— A hydropower company pays US$10 per ha/year to a local
conservation NGO for hydrological services in the Pefias Blancas
watershed. In Heredia, the drinking water company earmarks a portion of
water sales revenue for reforestation and forest conservation.

» Ecuador — Municipal water companies in Quito, Cuenca and Pimampiro
impose levies on water sales, which are invested in the conservation of
upstream areas and payments to forest owners.

Source: Landell-Mills and Porras (2002)
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*QEAA CO2: A Growing Market
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“Copenhagen, 2 March: Some €9.4 billion
($11.3 billion) worth of carbon was traded on
the international market last year, up from an
estimated €377 million in 2004, according to a
report from Norwegian consultancy and
analysis company Point Carbon.”

Source: http/Awww.environmental-finance.com/onlinews/02marpoi.htm
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e Currently Carbon trading is a result of
compliance to UNFCC and Kyoto Protocol

* Very new, and still working out principles. EU
Emissions Trading Scheme started in 2006

* Once market opens up, total figures will
increase dramatically

But...

 What kind of carbon? Sequestration and
biodiversity conservation are not the same.

COz2: A Growing Market
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Payments for Biodiversity:
The Next Business Frontier?

» Wild forest-based pollinators
increased coffee yields by 20%
on farms located within 1 km of
forestin Costa Rica
* Improved quality by reducing
“peaberries” (misshapen seeds)
by 27%
* In 2002-03, pollination services
from two forest fragments (46
and 111 ha) were estimated to be ~Souie:feets 7o paly o ¢ i o
worth US$60, 000 peryear for tropical forest to coffee production,’ Proc. Natl.
one case StUdy fal’m Acad. Sci.USA, 101073/ pnas. 0405147101.
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Biodiversity Offsets Trading

» Compensate biodiversity damage of economic
and development activities

« Trading of biodiversity credits will become a
market-driven instrument

» Today no clear guidance yet on values and
criteria
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Managing Financial
Resources — Trust Funds

Once financial resources have been secured, how
bestto manage them?

Endowment funds — maintain capital base
Sinking funds — liquidate all assets over time
Revolving funds require replenishment

Trust funds can be credited from many sources,
including Debt for Nature swaps, carbon credits,
biodiversity offsets, ODA, philanthropy and domestic
Government funding.

www.conservationfinance.org

Environmental Trust Funds

Transparent

Accountable

Sustainble

BUT .....

Complex administrative structures
Management responsibility complex
Strong technical capacity needed
External inputs often required
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Conclusion —Where Is The
Money For Nature Conservation?

ODA can only support biodiversity conservation, if we can
demonstrate the link between ecosystem services and human
well-being

GEF is inadequate to cover current biodiversity finance needs,
let alone future requirements

Philanthropy is important but not a solution for global
conservation finance

Market-based instruments show the greatest potential for
future conservation finance mechanisms.

Endowment funds are a smart way to attract and manage
resources for Protected Area management
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