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2.8. Improvement of the Economic System of Stimulating Conservation and Sustainable Use of Biological Diversity

The existing system of State management in the sphere of environment conservation is determined by the Law  “On Protection of Environment” and a number of legislative and standard acts that use a purely administrative approach. Limiting nature utilization, fines and sanctions are not always effective and do not stimulate fulfillment of the strategy goals of biological diversity conservation. That is why it is necessary to use economic mechanisms of stimulation, additional fund raising for the purpose of conservation of biological diversity and sustainable use of biological resources.


The main condition of stimulation is including priorities of biological diversity conservation as an element of sustainable development into the strategy of economic policy until the year 2030. The essence of economic stimuli is influencing production activities, creation of conditions ensuring rational nature utilization and conservation of biological diversity as one of its elements.

The basis for creation of this mechanism is laid in the draft Law of the Republic of Kazakhstan “On Payments for Special utilization of Natural Biological Resources”, where Articles 28, 30, and 31 of the Law of the Republic of Kazakhstan “On Protection of Environment” are clarified. Payment for utilization of biological resources, their protection and reproduction, depending on their significance (Republican or local one) is being envisaged to be introduced.


An article on the system of privileges on payments for special utilization of natural biological resources on the basis of balancing negative and positive stimuli giving an incentive of rational utilization of biological resources to nature users has been included into the draft Law. Such payments refer to the category earmarked for a specific purpose ones received by the budgets of different levels. Central executive bodies in the sector of environment protection and tax inspectorates shall be responsible for organizing their collection and control over it. 

Adoption of the Law  “On Payments for Special Utilization of Natural Biological Resources” shall require the development of a number of standard documents and legal acts:

· An Instruction on the Procedure of Settlements and Payment Receipts;

Methodological Recommendations on identifying the amount of payment for:

а) animal world resources,

b) vegetable world resources,

c) forestry resources,

d) recreation resources.


Economic mechanisms of nature utilization contain a number elements.

Accounting for the social and economic assessment of biological diversity and resource potential in the form of cadastres include the following key components: State registration of nature users, quantitative accounting for biological resources; volumes of internal consumption and export potential; biological resource valuation. The cadastres should have territorial indices. The existing system of branch resource cadastres does not ensure effective nature utilization management. That is why it is required to create a complex territorial cadastre of natural resources (CTCNR), maintenance of which shall include collection, accounting for, processing, analysis, and output of information for providing the government bodies with reliable information on natural resource potential of the regions.

According to the Law of the Republic of Kazakhstan  “On Protection of Environment “ the conservation of biological diversity and other nature protective arrangements are financed from the following sources:

· The Republic Budget and local budgets,

· Environment protection Funds resources,

· Environmental insurance resources,

· Nature users own resources,

· Voluntary contributions and donations of legal entities and individuals,

· Other sources of financing not prohibited by the Legislation of the Republic of Kazakhstan.

Licensing of nature utilization is carried out by the issue of authorization documents  (extraction, catch, exception, utilization without exception) for biological resources, for emissions, drainage, discharge of polluting substances and waste according to scientifically justified standards.

Licensing is one of the most important ways of controlling economic activities preventing the danger for biological variety, and a way of payment for nature utilization.

In the license for nature utilization the following data is included: on nature user; detailed purpose of work; borderlines of the territory and periods of utilization; a list of utilized natural resources and rates of their utilization and exception; a list and limits for emissions and placed waste; payment rates; environmental requirements and consequences in case on non-observance of these requirements.

Limits and standards of nature utilization are an environmental measure of resource exception, and at present for the majority of biological diversity objects in the Republic have not been established, especially at the local level. As mechanisms of economic stimulation these measures shall be effective only in the system of payments for standard (balanced) utilization of restored resources and fines for utilization above limit or damage done to endangered species. 
Payment for natural resources must be taken for the following: for the right of utilization of land, mineral wealth, biological (forestry, animal, and vegetable), and recreation resources; for reproduction and protection of natural resources (compensation of expenses on carrying out reproduction and protection of separate types of natural resources); payment for the damage done to environment as a result of non-observance of rates and rules of nature utilization.

State and extra-budgetary environmental funds are formed first of all at the expense of payments for utilization of natural resources and serve for the mobilization of financial resources for nature protection arrangements. These funds are used for financing and giving loans for programs and scientific technical projects directed to the improvement of  environmental quality, ensuring environmental safety, economic stimuli for rational nature utilization, introduction of environmentally pure technologies and environmental education.
An environmental Fund is autonomous, not dependent on the State Budget and serves for the accumulation of resources for financing nature protection activities.

While transition to market relations under the conditions of an economic crisis, unbalanced financial-credit system, when new relationships between enterprises and regional governments are just starting, compensation for the damage done by emergency (sudden, involuntary) pollution of environment is becoming practically not possible because both enterprises and local government bodies lack money.

Lack of directives for the compensation of damage for extreme circumstances pollution of environment and damage done to the health of population, creates an illusion of  lack of punishment and intentions to invest money only in support and development of production without taking into account its possible impact on environment. Under such conditions environmental insurance is becoming the only way of compensation for the damage as one of the types of entrepreneurial activities in the environmental sphere.

Environmental insurance is insurance of civil-legal responsibility of an enterprise as a source of environmental danger for the damage done to the health and property of individuals and legal entities (third parties), and also for doing damage to environment as a result of extreme circumstances (emergency) pollution of it. 
The need for introduction of environmental insurance in the Republic of Kazakhstan is stipulated by Article 32 of the Law “On Protection of Environment”, whish states that it can be implemented in the form of mandatory or voluntary insurance.

Voluntary environmental insurance is based on the free will of individuals and legal entities, and is carried out under the conditions and within the rights given by the legislation of the Republic of Kazakhstan.

The enterprises whose economic activities are environmentally dangerous should be subject to mandatory environmental insurance. Application of the mandatory form with regard to manufacturers operating in the market relations system violates in some degree their rights for free economic activities. However the society must be sure that the damage done to people and to the environment (which by Law must be compensated for) shall be compensated by the guilty party. 

Mandatory environmental insurance should help in solving a number of problems.
Firstly, it shall reduce expenses of insured enterprises in meeting the claims of third parties because of the damage done by this enterprise as a result of polluting the environment because of extreme circumstances. Payment of compensations by an enterprise itself may result in serious material difficulties.

Secondly, mandatory environmental insurance may give guarantees to the damaged party that they will get the amount due to be paid to them by Law regardless of the financial status of the guilty party. 
Thirdly, insurance organizations that have insured an enterprise shall fulfil the functions of additional control of taking measures by an enterprise on ensuring environmental safety, and this shall decrease the risk of any kind of accidents and catastrophes. 
In the fourth place, insurance transactions shall serve as one of the sources of financing arrangements on ensuring accident-free operation of the insured enterprises. Such financing may be implemented through deductions by insurance organizations of part of insurance bonus for preventive arrangements and at the expense of profits from transactions on environmental insurance, and also through using created reserve funds for giving loans for arrangements on reducing volumes of accident pollution and its consequences.

On the basis of the considerations stated above the following mechanism of the mandatory environmental insurance is proposed:

Akimats of regions and the city of Almaty, after receiving the list of enterprises subject to mandatory environmental insurance from local executive bodies shall approve it;

Enterprises identified in the List shall conclude insurance agreements with insurance organizations having a corresponding license (local executive bodies from the sector of environment protections shall take an active part in this work;

Insured enterprises shall make insurance payments in the time stipulated by the agreement;

In case of the case envisaged by the insurance agreement (an accident resulting in environment pollution and/or damage to the health of population) the insurance organization according to the established procedure shall pay compensation for the damage done; in this case the insurance organization that has paid an insurance compensation acquires the right to claim the paid amount from the party responsible for the damage done to a person.

For the purpose of practical implementation of the proposed mechanism of the mandatory environmental insurance system, the creation of a standard legal framework is required for carrying out this work in the Republic of Kazakhstan. Adoption of the Government Regulation approving  “Regulation on the Procedure of Establishing and Conditions of Implementing Mandatory Environmental Insurance in the Republic of Kazakhstan “ must become an immediate document. 

Conservation and sustainable use of biological diversity requires the implementat a system of complex arrangements and adopting a number of legal acts. These include all the following: 

· Provision for an autonomous and independent budget of the environmental fund and exemption from taxes;

· Establishing tax privileges for subjects while introducing technologies and production with little waste or without waste, and utilization of secondary resources;

· Introduction of special taxation for environmentally harmful products and environmentally dangerous technologies, and privileged loans to subjects carrying out environment protection;

· Full or partial exclusion from taxation the amount of revenues from profits reinvested to nature protection needs;

· Exemption from taxation of the enterprise revenues received from utilization of industrial and household waste;

· Privileged taxation of enterprises manufacturing nature protection equipment, materials, reagents, facilities for controlling environment, and those ones implementing construction and reconstruction of mature protection objects;

· Exclusion from taxation of revenues contributed voluntarily by legal entities and individuals to environmental funds.

Kazakstan
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According to the Law of the Republic of Kazakhstan "About Environmental Protection", measures to combat desertification, on biodiversity conservation, and other environmental activities should be financed by the following sources: republican and local budgets; funds of environmental insurance; own funds of nature managers; voluntary contributions and donations by legal and natural persons; other sources, which are not forbidden by the legislation of the Republic of Kazakhstan.

From the sources that were mentioned above only own funds of nature managers are actually used for the purposes of financing environmental activities; all others are not used. The Republican and local budgets, which were the major sources of financing environmental activities in the past, currently have almost completely lost these functions. Funds of environmental insurance cannot be used as well since this insurance from is not developed in Kazakhstan.

In connection with changes in political structure and orientation of the country to market relations, centralized land use administration was weakened. Moreover, a break-up of close production interconnections between the republics of the former Soviet Union. This resulted in sharp decrease of republics’ economic potential. Consequently, possibilities of financing environmental projects were restricted, including projects in biodiversity.

The major part of environmental funds are formed by payments for environmental pollution, and revenues from inspection activities (compensations, fines, revenues from realization) account for extremely small amount of funds.

According to the Law, all fund-forming resources go to oblast funds, then part of them, which is identified in the law about the budget, should be transferred to the Republican environmental fund.

State financing of projects, programmes and activities for conservation and sustainable use of the national biological diversity is partially realized through funding certain research projects and development of SPA network with the state budget resources.

(2005)
 

a)
Budgetary allocations by national and local Governments as well as different sectoral ministries
1. Annually (2004-2005), the budgetary allocations from the republican budget to the CFH for development and maintaining protected areas is, at least, 

KZT 2,000 mln. =US $15.4 mln.  

2.  For conservation and restoration of fish resources the Fishery Committee receives, at least, 

KZT 1,000 mln. = US $7.7 mln.  

Programmes financed from national budgetary allocations 

1. ENVIRONMENTAL PROTECTION PROGRAMME FOR 2005-2007 
Section 5.2.3. Biodiversity Conservation, KZT 49 mln. = US$ 377,000

Section 5.2.4. Environmental Protection of the Caspian Sea, KZT 197 mln. =US$ 152,000

2. PROGRAMME FOR CONSERVATION AND RESTORATION OF RARE AND THREATENED SPECIES OF   

    WILD HOOFED ANIMALS AND SAIGAS FOR 2005 – 2007. Scheduled budgetary allocations for three   

    (3) years– KZT 844,551,000 = US$ 6.496 mln. 
1. SCIENTIFIC AND TECHNICAL PROVISION OF MONITORING AND GENETIC MAPPING OF PLANT AND  ANIMAL PATHOGENS FOR BIOSAFETY OF ROK FOR 2004-2006 

     Scheduled allocations make total KZT 188.8 million = US$ 1,452,000.

4. Governmental Programme for the Fish Gene fund Conservation and Fishery Development for 2004-2006.

KZT 120 million = US$ 923,000. 

5. Government programme FOR state registration and cadastre of fish resources for 2004-2005. 

KZT 185 million = US $1,423,000. 

6. FORESTS OF KAZAKHSTAN PROGRAMME FOR 2004-2006. 
National funds: KZT 13,678 mln. = US$ 105.2 million. 

Grant resources in 2004: US$1,030,600. 

7. programme 36. ‘state registration and cadastre of fish resources’
· Subprogramme “Inventory of Hunting Birds Managed in Captivity”, “Conservation and Sustainable Development of Forests”. 

· Subprogramme “Forestry Management and Forestry-Based Designing, Accounting and Biological Substantiation on Forests and Wildlife”, implemented by the CFH in 2004. 

· “Accounting of Saiga”s (implemented in 2003-2004).
8. Programme 40, Rehabilitation of Saigas (implemented in 2004-2005).
(2009)

In Kazakhstan, since the beginning of this decade, there has been a steady trend of growth of total expenditure on environmental protection of private and public sectors, even with a small base. 

Budgetary funds allocated by the State for the Environment (0.5% of the general state budget) aare too small for a country with such a diverse and significant environmental problems. 

The country does not have adequate capacity to implement priority actions in the framework of national strategies and action plans on biodiversity conservation.

Financing of specially protected areas is done by: 1) the budget, 2) means of environmental institutions and 3) grants, means of funds on development of specially protected natural areas, voluntary contributions and donations of individuals and entities. Financing of the activities is carried out by the budget for the development and maintenance of environmental institutions

Ensuring financial sustainability for covering the expenses on introduction of effective national and regional systems of protected areas is carried out within the framework of state and regional programs, and international projects.

The realization of the development of specially protected natural territories of the Republic of Kazakhstan for 2007-2009 will be allocated from the state budget: 147.81 million tenge, including the years: 2007 - 5.5 million tenge, 2008 - 72.33 million tenge, 2009 - 69.98 million tenge, at the expense of international grants: 9.3 million tenge, including the years: 2007 - 7.5 million tenge, 2008 - 1.8 million tenge. From 1 January 2008, the development of protected areas is carried out under the Program for the conservation and rational use of water resources, wildlife and the development of a network of specially protected natural territories until 2010. Republican and local budgets, grants, and funds from various extrabudgetary sources will be attracted for implementation of the Program activities. The amount of funds for the implementation of specially protected natural territories in 2008 2843.590, local budget - 34,200 million tenge. At the 2009 national budget - 5.0 million tenge, the local budget - 31.300 million tenge; the 2010 national budget - 0,850 million tenge, the local budget - 18,000 million tenge (the budget will be refined in the formation of projects of the national budget in the appropriate year); international grants - 1.5 million tenge. 

Ensuring the financial sustainability of globally important protected areas is carried out within the framework of international projects implemented in the territory of the Republic of Kazakhstan (see Chapter 3).
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