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17. Financial Mechanisms

225. Financial support for the implementation of the objectives of the CBD provided by the national budget has increased over the years. However, given budgetary constraints in an small island developing economy such as the Maldives, the various demands for development programs especially rural development, funding is limited for relatively many activities, including for biodiversity conservation. There is hence an urgent need to support domestically funded initiatives for biodiversity conservation, with external donor assistance. This is especially important given the major development projects currently underway, in order to ensure that such development takes into account biodiversity conservation and sustainable use of the natural environment.
226. Domestic funding for biodiversity conservation is supported to some extent by various externally funded conservation programmes and other overseas funded programmes such as those discussed in preceding sections of this report. These programmes include the Maldives Protected Areas System project, the GCRMN, the IRRM programme, the GEF Coral Reefs Project, the Southern Atolls Development Project, various IDA projects and initiatives for sustainable agriculture, fisheries and tourism development. However, these projects are also limited in scope of activities and geographical coverage due to funding constraints. Thus, their sustainability and that of follow on projects are questionable, in the event that funding is not available to replicate project outputs in the wider national context.
227. The NBSAP has identified as an objective the allocation of funds explicitly for biodiversity conservation and sustainable use from the annual budget of concerned government offices and ensure that these funds are utilised fully for that purpose; and to establish a national Environment Conservation Fund (ECF) with the support from all levels of the government and in which all sectors of the government participate (NBSAP Action 54 and 55). Activities to establish and operationalise a national Environment Conservation Fund (ECF) inter alia, will:
• Determine the most suitable structure for the ECF taking into consideration the various options available such as endowment funds, sinking funds, revolving funds or a combination of these;
• Manage the ECF through a Board of Trustees represented by relevant government offices, private sector, NGOs and donor agencies;
• Establish systems of banking, auditing and contracting including appropriate legislation and oversight;

• Establish guidelines for managing the fund including, acceptable funding sources, criteria for project proposals, allocation of funds;

• Ensure a large continual funding base through assistance from international donors as well as financing mechanisms at national level;

• Market the ECF to publicize the fund and give recognition to sponsors through websites, popular media and awards; and 

• Establish precedents for a governance structure to ensure transparency between ECF donors and beneficiaries.

228. The acute shortage of human and financial resources to plan and implement necessary programs for biodiversity conservation is an important issue that needs to be urgently addressed in the Maldives. The institutional framework for facilitating conservation is weak and therefore it cannot effectively address the issues involved. Hence, financial assistance is needed from external donors to support domestic initiatives to promote conservation of biological diversity and sustainable management of the natural environment for the global benefit.
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2.4 Funding and incentives to biodiversity conservation

According to IUCN (2007), “Marine and coastal tourism is the largest industry in the Maldives, for instance, directly accounting for 20% of GDP and 40% of employment. Its wider effects produce 74% of national income, 60% of foreign exchange earnings, and 90% of government revenues. National economic indicators and development statistics rarely reflect these broader values.” The report ‘Valuing Biodiversity: the economic case for biodiversity conservation in the Maldives’ indicates that the biodiversity-based sectors contribute to 71% of national employment (78,500 jobs), 49% of public revenue (MRf 2.5 billion), 62% of foreign exchange (US$ 435 million), 98% of exports (MRf 1.7 billion), and 89% of GDP (MRf 135 billion). The economic case for funding biodiversity conservation measures cannot be made more strongly than this.

A case study on ‘Valuing biodiversity – The economic case for biodiversity conservation in the Maldives’ is provided at the end of this chapter. It gives an indication of the level of funding from domestic and international sources dedicated to environmental and biodiversity conservation. It also gives a view into the activities that can be successful.

The Case Study contains sections on:

• financing biodiversity conservation in the Maldives,

• tools for improving the financial sustainability of marine and coastal biodiversity conservation,

• economic incentives to conserve biodiversity in the Maldives, and

• economic instruments that can act as incentives for biodiversity conservation.

These are some of the issues that need to be addressed through NBSAP that have been achieved through a project on biodiversity conservation, namely the Atoll Ecosystem Conservation (AEC) Project.
3.7 Case study: Valuing biodiversity – the economic case for biodiversity conservation in the Maldives (Ministry of Housing Transport and Environment 2009)

The case study presented here is a very good study carried out by the Atoll Ecosystem Conservation (AEC) Project team on valuing and financing biodiversity conservation in the Maldives. The components from ‘Financing biodiversity conservation in the Maldives’ are included here as an example of a proactive attempt at financing biodiversity conservation. The sample came from Baa atoll (one of the atolls in the northern part of Maldives) and Male’ (the capital). The study is related to and addresses some of the aspects and issues raised in NBSAP.
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6. Financing biodiversity conservation in the Maldives

The current status of biodiversity funding

Central government financial support and overseas donor assistance provide the main funding resources for biodiversity conservation in the Maldives, with a very limited amount of private sector funding support (much of which is provided indirectly or in kind, via resorts making efforts to ensure that the islands and coral reef dive areas used by their clients are kept in good condition).

Pre-tsunami statistics show that an average of MRf 29 million a year was being spent on environmental protection by the central government; more than 80% of this figure was accounted for by current expenditure, and under 20% was capital spending. The environment has accounted for a similar proportion of total government expenditures over the last 3 years, although overall budgets have risen substantially in the post-tsunami period. This amount is very small as compared to other sectors: in terms of overall government expenditures, environmental protection has consistently accounted for less than 1% of the total for the last 6 years. Although the funding situation of the Ministry of Environment, Energy and Water has improved slightly over recent years, the 2007 budget breakdown shows that in terms of budget allocations it was ranked sixteenth out of 26 government agencies.

Overseas Development Assistance (ODA) is a significant part of the Maldivian government’s revenue, accounting for over 40% of total government revenue in 2007 (and around 20% in the years preceding the tsunami). ODA primarily supports capital budget investments, but a small proportion is also used to fund recurrent expenditures. As of the last quarter of 2007, donors had committed a total of just over US$ 1 billion in development assistance for on-going activities in the Maldives, around 90% of it for post-tsunami activities. Environment and natural resources accounted for 1.6% of ODA for activities under the National Recovery & Reconstruction Plan and 15.6% of funding under non-tsunami development activities, together worth US$ 30.65 million (MRf 390 million). In total, environmental spending comprises just 3% of all donor support to the Maldives.

A major problem is that these financial resources are not adequate to cover the costs of biodiversity conservation in the Maldives. The various government agencies responsible for conservation (most notably the Environment Ministry, Ministry of Fisheries, Agriculture and Marine Resources, and Ministry of Atolls Development and Atoll/Island Authorities) state that they face persistent shortfalls in funding, and are unable to carry out activities of the types and to the levels which they deem necessary for effective biodiversity conservation.

As is the case in many other countries, a variety of other financial constraints also beset marine and coastal biodiversity conservation in the Maldives, in addition to the inadequate amount of funding available. Financial sustainability extends beyond considerations of the absolute quantity of funds: it can be defined as the ability to secure sufficient, stable and long-term financial resources and to allocate them in a timely manner and in an appropriate form, so as to ensure that the full costs are covered and biodiversity is conserved effectively and efficiently. Five additional financial sustainability issues that arise in the context of marine and coastal biodiversity in the Maldives and Baa Atoll relate to the breadth of the funding base, the allocation of financial resources to the agencies mandated to conserve biodiversity, the composition of conservation expenditures, financial planning processes and procedures, and the distribution of conservation funding and benefits.

• Biodiversity conservation budgets in the Maldives rely almost entirely on just two sources – central government and overseas donors. This is not only inadequate to fulfil conservation needs, it constitutes an extremely narrow, and risky, financial base. Should one or both of these sources diminish or fail, this would have a devastating effect on conservation budgets – which would then have no other funds to fall back on. Without a more diverse portfolio, composed of a number of sources which can substitute for any shortfalls, where necessary, the funding base for marine and coastal biodiversity conservation will remain insecure in the long-run.

	Value of tourist accommodation
	MRf 32.6 million in 2004 (pre-tsunami), or 0.9% of all central government expenditure; MRf 94.95 million in 2007 (posttsunami), or 0.7% of all government expenditure.

	Overseas Development Assistance
	US$ 14.35 million (MRf 182 million) commitments under tsunami assistance or 1.6% of total US$16.30 million (MRf 208 million) commitments under general development assistance or 15.6% of total. In total, environmental spending is just 3% of all donor support to the Maldives.


• The level of self-generated revenue from the sustainable use of biodiversity and from nonextractive uses remains extremely low in the Maldives. This is the case even where these goods and services (such as diving, snorkelling, fisheries productivity, etc.) generate extremely high economic values for their users and beneficiaries, and are subject to high levels of demand. Even where charges are levied on biodiversity-dependent products, services and activities (for example in the tourism and fisheries sectors), none of the revenue raised goes to the government agencies mandated with biodiversity conservation – even though biodiversity and ecosystem services play a key role in enabling the activities concerned. The funds flow either to the central Treasury or to other line agencies. Few attempts have been made to identify cases where charges and fees could (and should) be levied for biodiversity goods and services, and captured as funding for conservation. There are limited possibilities for government conservation agencies, individual conservation areas or Atolls to retain the revenue raised from biodiversity and to invest them in biodiversity conservation.

• The pattern of budget allocations and expenditures made does not necessarily ensure effective conservation. Of particular concern is the balance between capital and recurrent expenditures in conservation budgets in the Maldives. A review of government budgets for environmental protection over the last 3 years indicates that recurrent expenditures accounted for between 76% and 86% of the total, leaving just 14%-24% for essential capital investments. Biodiversity conservation is hampered by a lack of funding for key capital and infrastructure, as well as by low budgets for the non-staff recurrent expenditures such as equipment, maintenance, monitoring, patrolling and outreach activities that are key to effective conservation.

• There is a short-term and inflexible financial planning horizon. Budgets are prepared on an annual basis in the Maldives, with little consideration of future funding streams or funding security. There are often delays in the actual release of funds, and annual budget plans remain relatively rigid in terms of allowing for changes in expenditures or interchange between budget lines. These factors put conservation managers in a situation where they are unable to engage in forward financial and conservation management planning, or to be certain of what budgets will be received over the medium or long-term. It also means that funds cannot always be made available at the exact time that they are needed for (often urgent) conservation activities.

• The definition of costs and funding needs is narrow and excludes an important element – the indirect and opportunity costs of biodiversity conservation. Opportunity costs can be defined as the benefits or economic opportunities that are diminished or lost by choosing to conserve biodiversity, and include both the value of foregone output from prohibited resource uses and from potential conversion of the area to an alternative use, as well as possible congestion effects on other sites and stocks that remain available for extractive uses and alternative developments. They accrue mainly at the atoll and household level. With conservation funding focusing primarily on covering the direct costs of the government agencies mandated to manage biodiversity, there has been little effort to balance or offset indirect and opportunity costs. This is not only inequitable, but also undermines effective conservation. As long as local users and managers perceive there to be net costs to them from conservation, they are unlikely to support it.

Tools for improving the financial sustainability of marine and coastal biodiversity conservation

A core element of any strategy to improve the financial situation and sustainability of marine and coastal biodiversity conservation is to look towards increasing existing sources of funding. As described in the paragraphs above, environmental protection currently accounts for an extremely low share of both government and overseas donor budgets. This is somewhat paradoxical given its demonstrable economic and development importance. Major efforts should be made to increase the priority and budgets, accorded to marine and coastal biodiversity conservation by government and donors. Here it should be noted that the 2002 National Biodiversity Strategy and Action Plan explicitly mentions the objective of building financial capacity for biodiversity conservation through increasing and augmenting annual government budget allocations. A first step would be to clearly articulate and communicate to the Ministries of Finance and Treasury, Planning and National Development, Trade and Industries and other sectoral line agencies the high dependence of the Maldives economy, livelihoods and human wellbeing on biodiversity and ecosystem conservation.

It is clear that additional financing mechanisms need to be identified that cannot just increase the amount of funding for marine and coastal conservation in the Maldives generally, and in Baa Atoll specifically, but also act to improve financial diversity, security and retention. A number of clear opportunities exist for generating these financial resources, and for ensuring that they are used to support more effective biodiversity conservation. These are described in the following paragraphs. Voluntary contributions from overseas tourists: 85% of overseas visitors to Baa Atoll are willing to each contribute US$ 35 (MRf 446) per visit towards marine and coastal conservation.

The tourist willingness to pay survey mentioned before found that more than three quarters of tourists from overseas to Baa Atoll resorts are in favour of making financial contributions to conservation via support to Dhigali Haa MPA. In principle, they are willing to pay either a one-off conservation fee (applicable to tourists visiting Baa Atoll) of an average of US$ 35±5 (MRf 446 – 510) (85% of respondents), or a user fee solely for divers was US$ 15±5 (MRf 191 – 255) (74% of respondents), with the former preferred as a mechanism for revenue collection.
In total, such a conservation fee could, if implemented, generate around US$ 1.57 (MRf 20.02) million in payments each year, based on current rates of just under 45,000 tourist visits a year for Baa Atoll.

As mentioned earlier, surveys were carried out on the willingness of Maldivian residents in Male’ and Baa Atoll to pay for marine and coastal biodiversity conservation.

The surveys found that more than half of Maldivian residents in Male’ and almost three quarters in Baa Atoll considered marine and biodiversity to be very important to them (and very few in either location considered it to be of no importance), particularly for the supporting and regulating services it provides to human production and settlements and due to its cultural value. The majority of respondents also believe that marine and coastal biodiversity is threatened, in particular, due to human influences and inadequate waste management.

This concern with the environment is reflected in a very high willingness to provide material support to marine and coastal biodiversity conservation. Almost three quarters of survey respondents in Male’ and more than 90% in Baa Atoll declared that they would be prepared to contribute cash to conservation (on average MRf 120-130), with most preferring to make this payment as an annual donation to a biodiversity conservation fund. Most respondents (a similar proportion in Baa Atoll and a higher proportion in Male’) were, in addition to this, willing to contribute their time to assisting with biodiversity conservation activities such as awareness campaigns, tree planting, and beach and reef clean ups.

If these sources of voluntary funding could be realised, they would constitute a significant contribution to the financial resources available for biodiversity conservation in the Maldives (additional funds of MRf 0.15 million a year from Male’ respondents) and for Baa Atoll (MRf 20.26 million, which includes both Baa residents and tourists willing to pay). It is worth noting that even though the data generated by this study refer only to two sites (Baa Atoll and Male’ Island) the stated individual voluntary contributions already equate to an amount of additional funding that is at MRf 20.41 million a year (Table 5) equivalent to 20% of the current annual government budget for environmental protection.

Potential funding for Baa Atoll is worth some two and a half times more than current government budget allocations through the Ministry of Atolls Development. If the rest of the Maldivian population were willing to make donations at a similar level, this figure would rise to almost MRf 6 million a year from domestic sources alone. Capturing overseas willingness to pay via a conservation fee levied on all tourists could, if findings from Baa Atoll are more broadly extrapolated, generate conservation revenue of almost MRf 230 million a year. Combined, these potential sources of funding of some MRf 234 million or US$ 18 million a year is more than two and a half times the amount of the budget currently allocated to all environmental protection activities in the Maldives. If even a part of this funding is realised it could still be potentially significant.

	Maldivian citizens’ willingness to support biodiversity conservation
	74% of Male’ residents and 91% of Baa Atoll residents are willing to each contribute between MRf 123 and MRf 130 per year towards marine and coastal conservation

Slightly higher percentages are also willing to donate their time to supporting conservation activities

	Voluntary funding to conservation in Male’ and Baa Atoll
	Survey findings indicate that revenues of MRf 20.41 million a year could be raised for conservation from voluntary contributions from Maldivian citizens in Male’ and Baa Atoll

	Untapped biodiversity funding
	If the willingness to pay findings of this study are more broadly extrapolated to all Maldivians and foreign tourists, voluntary contributions could generate additional conservation funding of MRf 234 million or US$ 18 million a year – more than two and a half times the 2007 government budget allocated for this


TABLE 5: POTENTIAL FUNDING FOR BIODIVERSITY CONSERVATION FROM VOLUNTARY CONTRIBUTIONS (MRF MILLION/YEAR)

	
	Atoll only


	Baa Atoll Male’


	From Male’ and Baa Extrapolated to all tourists and Maldivians

	International tourists
	20.02
	---
	228.32

	Maldivians
	0.24
	0.15
	5.91


A variety of mechanisms could be used to capture such willingness to pay. If cash was to be given on a voluntary basis, some form of biodiversity conservation fund could be constituted with which to absorb and administer these – and other – revenue. This would respond to the intention of establishing a national environmental conservation fund, as stated in the 2002 National Biodiversity Strategy and Action Plan for the Maldives (see next section). It is however unclear whether current Laws and financial regulations in the Maldives permit funds to be raised and then earmarked for conservation, or whether such funds are permitted to be allocated through normal annual budgets. It should also be noted that survey respondents’ willingness to donate money is in many cases contingent on their being assured that such funds would really be used for on-the-ground conservation measures. Another option would be to institute mechanisms to collect these fees as mandatory payments – for example as a conservation levy on tourists or Maldivian citizens, paid directly or as a surcharge to existing charges and fees (similar considerations to those mentioned above also hold).

A number of additional conservation finance mechanisms should also be mentioned, which have potential for use in the Maldives, and which warrant further investigation. These are dealt with only briefly and selectively in the bullet points below, as a proper scoping and feasibility exercise on sustainable financing for marine and coastal biodiversity conservation would be required to investigate these in detail.

• A wide range of uses are made of marine and coastal biological resource and ecosystem services, but – even where charges and fees are levied for these activities – payments do not accrue to the government agencies that are responsible for biodiversity conservation. Significant funding could be raised through instituting or sharing user fees (for example from divers and snorkelers), or as some form of cross-sectoral transfer of revenue from the tourism and fisheries sectors to the environment sector as payment for ecosystem services provided.

• To date, little attempt has been made to solicit funds from the private sector for conservation – despite their dependence on biodiversity for business profits. A range of opportunities exist for raising funds, ranging from advertising and corporate sponsorship, through cost-sharing and in-kind contributions for conservation equipment and activities, to direct payments for goods and services used or consumed.

• Currently there is little capacity or requirement for sustainable finance planning among conservation managers. Although the concept of management planning for specific sites or areas of high conservation importance is gaining currency in the Maldives, such efforts are rarely accompanied by the development of a financial plan. In other parts of the world, business planning is increasingly seen as a routine component of conservation management and Marine Protected Area planning. The development of capacity among conservation managers in the Maldives to develop medium-term financial plans or business plans, alongside conservation plans, could provide a valuable tool for enhancing the financial sustainability of marine and coastal biodiversity conservation.

As mentioned above, distributional concerns are also key to the financial sustainability of biodiversity conservation. Mechanisms for ensuring that sufficient benefits accrue at the atoll and household level, and that the indirect and opportunity costs of conservation are covered, have been dealt with in the next section of this report.

7. Economic incentives to conserve biodiversity in the Maldives

How existing economic and environmental policies influence biodiversity.

There is a strong stated aim to mainstream biodiversity into economic policy and planning in the Maldives.The government of Maldives has ensured that environmental protection and sustainable development are key elements of Vision 2020. Recognising the economic significance of the country’s natural assets, successive national development plans have emphasised the need for sound environmental practices.The current Seventh National Development (NDP) Plan 2006 – 2010 acknowledges the dependence of the economy on coastal and marine resources. One of the twelve goals laid out in the Plan relates specifically to conservation (“protect the natural environment and make people and property safer”), and contains targets concerned with conserving the environment, improving solid waste management and protecting coral reefs. The plan also recognises the reliance on tourism alone as one of the challenges faced by the country and outlines the policy of expanding into other areas. Most importantly, the NDP points to the importance of the marine and coastal environment and has set a series of targets to ensure conservation of the country’s natural resources, including having solid waste management facilities in 75% of the islands, giving protected status to 5% of coral reef areas, and access to safe drinking water for all.

The overriding focus of the plan remains, however, on achieving economic growth and equitable income distribution, and few references are made to the ways in which economic and environmental policies and policy instruments can be harmonised in order to promote sustainability, and provide incentives for producers, consumers and investors to conserve biodiversity in the course of their economic activities.

The population of the country is dispersed over many islands, which poses a challenge to development. The cost of providing and maintaining services and infrastructure thus becomes very high, compounded by a poorly developed transportation system. The government is thus pursuing the Population and Development Consolidation Programme, whereby populations living on environmentally vulnerable islands or islands with fewer than 1000 people, will be provided incentives to resettle in other islands.

Although a wide range of instruments has been developed to promote production, investment and trade in priority sectors of the Maldives economy, there are no specific environmental investment incentives:

• For example the Foreign Services Investment Bureau currently emphasises that a priority will be given to promoting investment activities that, among other criteria, are environmentallyfriendly. However, the investment incentives offered (such as exemption or relief on taxes and other facilities, lack of restrictions on the repatriation of earnings and profits, and waiving or reductions in certain import tariffs) do not differentiate between environmentally sustainable activities and other investments.

The following are notable in relation to trade incentives.

• The current import tariff regime does contain some – albeit very limited – provisions for products which are considered to be potentially harmful to the environment: higher rates (200%) are set for plastic bags and packaging and there is a prohibition on the import of used vehicles over 3 years old, both justified on environmental grounds.

• However, in most other areas, import duties make no distinction between goods and technologies on environmental grounds: for example the import duty levied on diesel-based and wind-based electricity generation equipment is identical at 20%, while a higher tariff (of 25%) is imposed on the import of solar panels.

• The categories of goods for which duty-free entry is permitted or duty reductions are allowed focus heavily on those required for construction and expansion of the tourism, fisheries and garment manufacture sectors, and make no explicit efforts to encourage the import of energyefficient, waste-minimising or environmentally friendly products and technologies.

• There are currently no direct duties imposed on goods intended for export, with the exception of indirect taxes on tourism and a duty of 50% on ambergris. On conservation grounds, there is however a complete ban on the export of certain marine products.

The Maldivian economy is relatively liberalised, and many of the subsidies formerly made to key sectors and industries have been dismantled over recent years. The few subsidies that remain are focused primarily on social sectors such as food, medicines and water (the estimated budget for these subsidies in 2008 is MRf 535.3 million. Temporary subsidies are also allowed for establishing and operating regional sea ports. Energy remains a subsidised sector of the economy, with price interventions on oil imports and energy subsidies to consumers. Although there are plans for a subsidy regime for renewable energy projects, this has not yet been implemented.

With regard to environmental policies, the Environment Protection and Preservation Act (EPPA) was adopted in 1993, aiming to preserve land and water resources, flora and fauna, as well as beaches, lagoons, reefs and all natural habitats. A total of 26 marine sites are protected and only diving and bait fishing are allowed in these sites, although monitoring and enforcement is lacking (MRC). Another 5 areas have also been declared as protected areas under the EPPA. The napoleon wrasse, dolphins, turtles, whales, sharks, tritons, and black coral are all protected. An EIA guideline was enacted in 1994, which has been instrumental in over-viewing development projects and undertaking EIAs for them.

According to UNEP (2005) 93 development projects have been subjected to EIA’s since 2000. However, there is a lack of implementation due to weaknesses in the legal and regulatory framework; for example, contrary to the EIA Act 1994 and since 2001, 74 coastal modification projects have been undertaken without formal EIAs. There is also a lack of EIA expertise and Ministry of Environment staff themselves at times act as consultants and prepare the EIAs, reflecting a conflict of interest.

Freshwater is the one of the scarcest resources in the country. There is almost no surface water and the traditional sources of water are shallow groundwater aquifers. While almost all islands have groundwater aquifers, the availability of water depends on net rainfall recharge, size of the island, vegetative cover, etc. Since these factors differ from island to island the quality of water also differs. Additionally, there are issues of contamination and many islands are faced with polluted groundwater.

Rainwater use was initiated in the 1930s and subsequently desalination was introduced in 1980s.

According to the Agriculture Master Plan 2006 (information taken from Island Fact Sheets 2004):

• No. of islands with water suitable for drinking: 39

• No. of islands with water not suitable for drinking: 162

• Islands where groundwater is not suitable due to salt water intrusion: 54%

• Islands where groundwater is not suitable due to pollution: 46%

To address the issue of safe water provision to the populace and to provide adequate sanitation facilities, the Water and Sanitation Authority has issued a Water and Sanitation Policy. The Policy identifies the provision of safe drinking water as equally important as any other economic activity and outlines many challenges that must be overcome to meet the targets. Interestingly, some tourist resorts still do not have a sewerage treatment plant. However, all new resort facilities are required to have one.

The Environment Ministry (now the Ministry of Housing and Environment) has also issued a Solid Waste Management Strategy, which recognises the lack of a national approach to solid waste management. The Strategy estimates that solid waste generated in the country will increase by 30% from 248,000 tonnes in 2007 to 324,000 tonnes in 2012. The primary target of the strategy is thus to reduce the amount of waste generated by 25% through recycling, reuse, and influencing consumer preferences. The Strategy also aims to develop an awareness programme, promote the development of island waste management plans, construct island waste management centres and provide equipment. However, currently the system of waste management relies on collecting waste from tourist and a few inhabited islands and depositing them at a designated island. In many other inhabited islands solid waste is not collected at all. This shows that while there is sufficient recognition and acknowledgement of environmental conservation in government policy, more efforts are required towards implementation.

Land is another precious resource for the Maldives and the demand for land increases with a rising population and need to expand economic activity. Clearing of forest areas has increased to make room for housing and/or to get timber. This is compounded with beach erosion being faced by many islands (including tourist resorts). MEEW issued a regulation banning the cutting of trees. Furthermore, migration to Male’ for better job prospects has also added to the problem. While the Government’s Population and Development Consolidation Policy is one step to address this, there is still a need for integrated land use policies, and development of conservation plans.

The Fisheries Law is in place and aims to ensure that the Ministry of Fisheries and Agriculture conserves and manages marine and fisheries resources. It has developed a Law on Fisheries which allows for comprehensive and integrated marine resources management. However, the main objective of the Ministry is to promote fisheries and develop the fishing industry, since this forms a major source of livelihood for the people. As a result conservation of marine resources tends to get sidelined.

Supplementary to regulations for fisheries, economic tools need to be assessed to promote sustainable fishing by providing economic incentives and alternative livelihoods to the fishing-based populations.

The Maldives Tourism Act provides for the determination of zones and islands for the development of tourism in the Maldives: the leasing of islands for development as tourist resorts, the leasing of land for development as tourist hotels and tourist guesthouses, the leasing of places for development as marinas, the management of all such facilities; and the operation of tourist vessels, diving centres and travel agencies, and the regulation of persons providing such services. According to this Law an island is leased to a private party for a certain period of time (maximum 25 years or 35 years for investment of US$ 10 M or more), after which the lease can either be extended or the island returned to government control. In cases where the agreement is not terminated prematurely by the lessee, the government pays a monetary value for the infrastructure on the island after depreciation. The Act also outlines procedures for the registering and licensing of tourist hotels, guesthouses and tourist vessels. Marinas and diving centres are also subject to leasing and registration respectively. The Ministry of Tourism leases and releases islands for resort development and where the government is not the lessee, leasing is done through a bidding process. Recently 35 new islands have been released for development as tourist resorts.

The Third Tourism Master Plan is now in place and like the previous plans recognizes the inextricable links between tourism and coastal and marine biodiversity. As such it stresses the sustainable development of tourism. It emphasizes the importance of developing tourism in harmony with nature; facilitating private sector investment; developing human resources; increasing employment opportunities; diversifying markets and products; and spreading the economic benefits of tourism across the entire archipelago more equitably. The Tourism Law (1979 and 1999) introduces more extensive environmental controls on resorts and coastal development including mandatory EIAs, to be implanted by the Ministry of Environment with support from the Tourism Advisory Board. The government’s stated commitment towards biodiversity conservation can thus be seen in its policies.

However, once again effective implementation and management of these policies and incorporation of economic tools (such as payment for ecosystem services) and incentives is required to ensure a much more sustainable tourism sector.

The first National Environment Action Plan was formulated in 1989 and aimed to establish a comprehensive environmental strategy. NEAP II (1994) reflects this need even further and establishes a comprehensive framework for sustainable development and natural resource management. The Sustainable Tourism Master Plan, Agenda for Integrated Reef Resource Use and Integrated Atoll Development Plan incorporated environmental resource management into their programmes. However, one of the MDGs that the country is lacking in is to ensure environmental sustainability. The National Environment Action Plan (NEAP) provides the overarching policy framework for environmental protection in the Maldives. Although economic tools are not explicitly mentioned in the actions, policies and measures it contains, the NEAP has an overarching focus on promoting sustainable economic development.

The National Biodiversity Strategy and Action Plan (NBSAP) was produced in 2002 and one of its main objectives is to build capacity through governance strengthening. The NBSAP highlights the need for incorporating biodiversity conservation into the national development processes. In addition, it also recommends strengthening legal and policy frameworks, improving in-situ conservation and establishing long term financing mechanisms. One of the eleven objectives and set of actions of the 2002 National Biodiversity Strategy and Action Plan is the adoption of economic incentives including the use of economic valuation and natural resource accounting, as well as economic instruments such as the user pays principle, tradable permits and export quotas. Another relates to building financial capacity for biodiversity conservation through contributions from the annual government budget, the establishment of an environment conservation fund, and international funding sought from relevant donor agencies. A third states the intention to achieve better integration of biodiversity conservation into the national development process, including the development and adoption of suitable economic instruments to ensure that the value of biodiversity is adequately reflected in national development activities.

There is no specific agriculture policy. According to the Agriculture Master Plan, agriculture potential is concentrated in 36 islands, only 33 of these have land areas in excess of 1 sq. km, and 3 islands have an area larger than 3 sq km. Only about 10 percent of the total land area is suitable for farming. The Master Plan also highlights that recently watermelon, cucumber and papaya were introduced for the domestic market and tourist resorts. On some other islands breadfruit, banana, taro, cassava and sweet potato are grown and they are significant food sources for the people. Other crops such as mango, papaya, water melon, melon, pumpkin, cucumber, eggplant, chilli pepper, leaf cabbage, and small red onion are commercially produced on some inhabited islands and on uninhabited islands leased for agriculture. However, coconut is the dominant crop which is produced and consumed throughout the country. Agriculture’s contribution to the national GDP declined from around 7% in 1984 to 3.6% in 1995 and then to 2.7% in 2003. About 3% of the labour force is employed in the agriculture sector.

According to the Master Plan, land is leased for commercial purposes and the rights and responsibilities of tenures differ for different activities. However, there are no written Laws regarding the assignment of agricultural land on inhabited islands.

From the above paragraphs it is evident that there is an Environmental Protection Act and many comprehensive sectoral policies; however there is little implementation especially in areas such as solid waste management, water and sanitation and land use. Ministries often apply varying policies and directives for land allocation, which results in lack of coordination and consistency. It is clear that while these policies target the host of environmental problems being faced by the country, their implementation is not clear since any changes that should have occurred have not been measured. As mentioned above, monitoring of projects with regards to EIA is weak and as a result non-compliance is rarely addressed. Additionally, because there is a lack of benchmarking, monitoring and compliance measurement, penalties are rarely imposed. There is no capacity at island or atoll level for monitoring and conservation activities and there is little awareness. Government departments have limited staff and expertise due to which there is a lack of field offices. Licenses are issued for various purposes such as tourism (by the Ministry of Tourism), construction and land reclamation (by the Department of National Planning), and natural resource use (by the Ministry of Fisheries). Natural resource use licenses include those for sand and coral mining, tree cutting and marine resource use. However, according to UNEP (2005) there are no licensing criteria and licenses are issued on a case-by-case basis for natural resource use.

Despite the emphasis given to the development of economic incentives in the NBSAP, economic and environmental policies, instruments and regulations in the Maldives tend to focus on command and control measures of penalties and enforcement rather than on providing positive economic incentives and enabling economic instruments for biodiversity conservation.

• Thus the 1993 Environmental Protection and Preservation Act of the Maldives establishes fines for environmental non-compliance and breaches of the Law, ranging from MRf 500,000 for minor offences to MRf 100 million for serious transgressions; it also enables the government to claim compensation from the perpetrators of activities which potentially or actually cause environmental damage. The 2007 Environmental Impact Regulations associated with this Act do not, however, specifically mention requirements for environmental compensation or the funding of ecosystem restoration.

• Likewise, fisheries sector regulations are focused primarily on stimulating production and make little or no mention of environmental concerns. The exception seems to be provisions in the 1987 Fisheries Act of the Maldives which allow the Ministry of Fisheries to prohibit fishing for a specified period or to establish special sanctuaries in instances where there is a special need for the conservation of marine species. Fisheries regulations also ban, on environmental grounds, the use of fishing nets in Maldivian waters.

• The 2002 Maldivian Land Act allows for the allocation of land for various purposes and uses, including for environmental protection. However, although it specifies the various taxes and charges that must be paid on the sale of land and property, there is no differentiation of this tax on environmental grounds, and no provisions for environmental fines or penalties.

• The 1999 Maldives Tourism Act introduces extensive environmental controls on resort development and operations (including the development of environmental management plans for islands used for tourism), and sets general fines for non-compliance with the Law. It does not however distinguish environmental fines and penalties, and contains only limited mention of biodiversity conservation aside from highlighting the requirement to obtain government permission and to abide by regulations when activities involve felling trees, dredging lagoons, reclaiming land or causing any other permanent change to the natural environment of islands.

• The 1999 Maldives Recreational Diving Regulations are concerned primarily with the certification and safety of divers, equipment and boats, but contain some mention of environmental protection. They underline the need for divers to take reasonable care to protect the marine environment, its associated living organisms and their habitats, and ban activities which are stated in the Environment Protection and Preservation Act to be detrimental to marine protected areas and protected species and their habitats. No specific mention is made of fines or penalties for damage caused to the marine environment from diving activities.

The review of economic and environmental policies and instruments provided above makes it clear that, currently, economic instruments for biodiversity conservation remain extremely rudimentary in the Maldives – despite this being a stated objective of the NBSAP. In particular, it highlights three incentive gaps in relation to biodiversity conservation which are provided by the current economic and environmental policy framework:

• Despite the dependence of the economy and its growth on biological resources and natural ecosystems, biodiversity conservation goals are not mainstreamed into development policies, strategies and plans at national, sectoral or Atoll levels.

• Although economic disincentives to degrading or depleting biodiversity exist via the punitive measures that are created through general environmental penalties and fines, there is a notable lack of positive incentives to balance these which would act to encourage or reward for the conservation (rather than degradation) of biodiversity in the course of economic activities.

• Although there are few or no environmentally-damaging subsidies in the Maldives, in some cases the incentive systems which are offered in order to stimulate economic activity and expand production (for example in the tourism, fisheries and industrial sectors) may serve as perverse incentives with respect to conservation – because they encourage investors and producers to carry out activities in ways and at levels which harm biological resources and ecosystems.

8. Economic instruments that can act as incentives for biodiversity conservation

Clearly there is a need to investigate thoroughly the ways in which existing economic and environmental instruments can be reformed so as to support biodiversity goals, and to look into the possibility of introducing new economic incentives for conservation. Such economic instruments could, if properly designed, serve three purposes:

• Raise revenue that can be invested in biodiversity conservation by government.

• Internalise biodiversity costs and benefits into private economic decisions by encouraging producers, consumers and investors to engage in environmentally-friendly behaviour (by making it more profitable for them to do so) and discouraging them from carrying out activities that lead to biodiversity degradation or loss (by making it less profitable, or more costly, to do so). It is worth mentioning that this is something that the AEC project is attempting to pilot in Baa Atoll.

• Act as redistributive mechanisms which would ensure that a sufficient level of economic value from conservation accrues locally, to the primary harvesters, users and managers of biological resources and ecosystems. As well as providing economic incentives for conservation, this could have the additional benefit of creating more sustainable livelihoods and development opportunities at the household, island and atoll level.

Unlike in other countries (where differential tax and subsidy rates are often used to promote environmentally-friendly products, practices and consumption patterns, and to discourage environmentally damaging ones), there is very limited potential under existing conditions to use fiscal incentives for biodiversity conservation in the Maldives. This is because taxes and tax revenue are currently a relatively insignificant part of government economic policy and budgetary revenue (there are no personal income, property, capital gains, business profit, sales or land taxes, and tax revenue excluding import duties account for only a very small proportion of government revenue). As there are currently also few price interventions in the Maldives economy, and limited public financial resources, it is unlikely that conservation subsidies would be acceptable to government.
The main opportunity to use economic instruments in support of biodiversity conservation in the Maldives would seem to lie in reforming existing (and where appropriate introducing new) charges, fees and duties to reward environmentally-friendly behaviour and penalise activities that lead to biodiversity loss or degradation. There are at least two types of market-based and trade instruments which could be used in the Maldives – focusing on the sectors and industries that use and impact on biodiversity, and based around the principles of user-pays or polluter-pays.

• Fees and charges for the use of biological resources (for example for fisheries and tourism activities) or payments for ecosystem services (for example support to fisheries productivity, tourism landscapes or the protection of settlements), have been discussed in the section above. As well as serving to raise revenue for conservation, these instruments also provide a way of regulating or managing the demand for biological resources, and encourage users to reduce pressures on particular species, stocks or sites.

• Import tariffs are a special type of economic instrument which are particularly important in the Maldivian context – both because they are already an important tool for economic management and public revenue generation, and also because of the unusually high dependence of Maldivian industries and businesses on imports. A key goal would be to differentiate duty rates based on environmental criteria, allowing exemption or relatively lower tariffs on some items, and relatively higher duties on others. Reform of the existing import tariff regime could thus act to discourage the import and use of products, technologies and equipment that pose a potential threat to biodiversity, as well as encourage those which avoid or minimise negative biodiversity impacts.

As mentioned above, being cognisant of local opportunity costs and making it a priority to ensure that economic benefits arising from the conservation and sustainable use of biodiversity are distributed equitably is key to both conservation and economic development goals. A range of economic incentives which are targeted specifically at the local-level users and managers of biological resources and ecosystems have great potential for application in the Maldives. In addition to instruments which aim to ensure compliance with environmental rules and regulations, these include:

• Allocation of a portion of any funding raised to the atoll, island or household level to be used to directly finance local initiatives, on either a grant or credit basis.

• The establishment of enterprise funds to enable the development of value-added or sustainable biodiversity business, and to support investments in environmentally-friendly technologies, equipment and products.

• The establishment of targeted incentive and payment systems, which directly reward the provision of environmental goods and services through conservation at the local level, including direct participation and involvement in economic activities.

Maldives
 (2010)

Objective 4.6 Financial capacity

Ensure that funds essential to achieve biodiversity conservation objectives are secured and allocated in a manner that maximises benefits.

53. Allocate funds explicitly for biodiversity conservation and sustainable use from the annual budget of concerned government offices and ensure that these funds are utilized fully for that purpose

Only in local budget

54. Establish a national Environment Conservation Fund (ECF) with the support and participation from all levels and sectors of the government.

1. Determine the most suitable structure for the ECF, taking into consideration the various options available such as endowment funds, sinking funds, revolving funds or a combination of these.

Currently being discussed and attempted

2. Manage the ECF through a Board of Trustees represented by relevant government offices, private sector, NGOs and donor agencies

Currently being discussed and attempted

3. Establish systems of banking, auditing and contracting including appropriate legislation and oversight.

Currently being discussed and attempted

4. Establish guidelines for managing the fund including acceptable funding sources, criteria for project proposals and allocation of funds.

Currently being discussed and attempted

5. Ensure a large continual funding base through assistance from international donors as well as financing mechanisms at national level.

Currently being discussed and attempted

6. Market the ECF to publicize the fund and give recognition to sponsors through websites, popular media and awards.

Currently being discussed and attempted

7. Establish precedents for a governance structure to ensure transparency between ECF donors and beneficiaries.

Currently being discussed and attempted

55. Seek financial assistance from relevant international organisations by pursuing conservation goals that they support.

To some extent
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