Armenia
Armenia’s planning document
 provided an information review of finances for biodiversity conservation. The financing of biodiversity conservation programmes is supported by a number of mechanisms, including the State budget and foreign contributions to projects. While environmental problems are recognised, the environment is not considered as a national priority for public expenditure. According to the Ministry for Finance and Economics, the priorities for investment include: (1) the provision of a secure energy supply; (2) maintenance of basic social services (health, education and poverty alleviation); (3) maintenance of existing infrastructure (energy, transport, communications etc.); and (4) capital investments likely to generate economic growth.

State budget: Limited State resources, and the low priority placed on environmental issues, have meant that public expenditure in this sector has been minimal to date. At present, State expenditure on the environment is effectively restricted to covering the operating costs of the Ministry of Nature Protection and its affiliated agencies. In 1998 expenditure was approximately US$980,000 or 0.3% of total public expenditure (0.06% of GDP). The current State budget meets less than 35% of the basic needs for biodiversity conservation funding, and the existing expenditure is primarily for payment of staff salaries. Almost no investment is made into equipment or other capital costs, and there is inadequate support for scientific research on biodiversity. 
Environmental spending is focused on three principal areas: (1) Fisheries; (2) Forestry; and (3) Protected areas. Additional activities covered include the funding of the Environmental Inspectorate which is responsible for the enforcement of relevant legislation and regulations, and for the collection of payments for natural resource use. 

Fisheries: Direct expenditure for protection and regeneration of fish stocks represents around US$34,000 annually, financed via the Ministries for Nature Protection and Agriculture. The level of expenditure is currently insufficient to make effective assessments of fish stocks, and to set sustainable levels of fishing to ensure recovery of stocks.
Forestry: Forest protection activities are financed both from the State budget (c. US$200,000 in 1998) and from the profit from selective (sanitary) felling (c. US$664,400 in 1998). Of a total income of around US$864,000 in 1998, expenditure equalled US$804,000. However, the costs of sustainable forest protection are estimated to be 4-5 times greater than current expenditures, and are likely to grow substantially.  At present the average salary for forestry personnel is equivalent to US$16 per month, which undermines effective protection activities. Levels of illegal felling have been estimated to be 4-5 times higher than legal felling. Appropriate enforcement could help protect these valuable forest assets, and potentially increase income from legal felling by a factor of three or four. However, this argument is balanced by concerns about whether such extensive felling can be sustainable, without reducing forest cover further.
Protected areas: The State budgets for the various protected areas operated under the Ministry for Nature Protection in 1998 are US$ 326,000. The protected areas expenditure can be broken down into 56% for salaries, 43% for other operational costs and less than 1% (c. US$3,260) for capital expenditure, including equipment. Despite the proportion of the budget spent on personnel, average salaries in 1998 were equivalent to US$20. Such low wages inevitably affect the capacity for effective conservation of protected areas. The amount available for capital expenditure is minimal, and underlies the current lack of technical material and equipment.

Public expenditure: Public investments in environmental protection and mitigation (including pollution control and restoration, water and energy efficiency measures) declined from US$4 million (0.25% GDP) in 1996 to US$1.6 million (0.11% GDP) in 1997. Within these figures, funding for biodiversity conservation activities is not specifically indicated.
Internationally funded programmes: At a government level, international projects requiring co-financing and loans are focused on national priorities, and have not previously included environment programmes. At present, only grant-based environmental projects have been adopted, and donors have generally dealt directly with the Ministry of Nature Protection (rather than going through the co-ordination of the Ministry of Finance and Economy). A number of internationally funded projects have been conducted through the Ministry of Nature Protection, most of which were initiated by donor organisations, although the MNP has produced its own project proposals aimed and multi- and bi-lateral donors. External funding of environmental projects is relatively recent (the first project was agreed in 1995). Since then these projects (mainly focusing on capacity building and policy development) have provided environment-related funding equivalent to approximately US$ 600,000 per annum between 1996 and 1997, roughly equivalent to the total State budget for those years (US$584,000 and US$656,000). Donor assistance tends to support immediate national priorities, and as a result environmental projects are not currently a high priority for donor agencies (excepting UNDP and related organisations), and few other international donors are interested in environmental projects. Relative to overall donor assistance in Armenia, relatively little funding has been provided for environmental issues (less than 0.2% of a total of US$354 million in 1996). 

Direct economic value of biodiversity: Biodiversity provides direct and indirect economic benefits to Armenia. At present such values are not recognised or included in economic forecasts and decision making. Information on the direct use value of biodiversity suggests that the revenue from biological resources is in the region of US$ 3 million per year. This does not include indirect costs, such as revenue from tourism and recreation linked to protected areas. Assessments of potential revenue per annum from direct use of various biological resources are:
	Biological resource
	Potential revenue (US$)

	
	

	Forest resources
	84 million

	Pastures and hay-lands
	1.7 million

	Revenues from livestock grazing 
	500,000

	Medical herbs
	50,000

	Edible plants
	180,000

	Berries and fruits
	180,000

	Fisheries
	122,000


The revenue generated from sustainable use of biological resources could be greatly enhanced through adoption of market pricing strategies. At present, pricing policy is generally driven by the need to raise revenue rather than by market forces. For example, timber prices are currently determined by the costs of extraction and the need to generate specific revenues, and as a result timber products are undervalued, and are sold well below international prices. It has been suggested that the introduction of modern technologies, along with revised pricing and effective marketing of timber, could increase income from forestry by 650% (to around US$7,900,000). In general, there is a need for an integrated economic policy and pricing mechanism with regard to forest and biodiversity management, which relates market values to revenue generation.

Current State budgets are insufficient to support the needs of biodiversity conservation in Armenia. At present government budgets are supplemented by funds from international donors. The biological diversity of Armenia represents an important economic asset, although the true values of biological resources are rarely considered in economic policy and pricing structures. Armenia is clearly on the way to developing a market economy and, sooner or later, the pricing of biological resources is likely to be determined by market forces. 

Armenia’s planning document contained 13 objectives providing quantifiable targets to be attained through the implementation of the plan, some with specific financial aims:

· To increase internal and external investments in order to conserve and regenerate landscapes and biodiversity by 30% by 2004.

· To support and extend the capacity to use science as a vital tool in guiding conservation management (including both research and monitoring), through increased investment of 15% in both relevant scientific programmes and professional training by 2004.

· To ensure the use of appropriate ecologically-friendly technologies in support of biodiversity conservation, through increased investment in this field of 10% by 2004.
The biodiversity action plan documented action/activities, related activities, related objectives, duration, estimated budget, outputs and priority. The likely cost of each activity is indicated using rough budget categories (ranges), not precise figures. While financial aspects were considered under several thematic areas, the action plan contained a strategic component on financial resources for implementing the BSAP, including:

· Review financing from state budget for biodiversity (Activities: review and revise the state budget for biodiversity conservation, in line with other institutional changes within management agencies - revision of financial contributions; review and revise self-financing mechanisms for supporting biodiversity conservation - self-financing mechanisms; investigate mechanisms by which realistic economic values can be placed on biodiversity within relevant State budgets -mechanisms identified; develop and implement system for using a proportion of income from payments and fines for natural resources use for biodiversity conservation - financial revisions)

· Source financing for biodiversity projects through grants and loans (Activities: develop and run a small grants scheme for biodiversity projects - grants scheme; develop a scheme of micro-credits and interest-free loans to promote sustainable use - loan scheme; establish a special grants and credits commission to disburse and monitor funds for biodiversity projects – commission; organize a coordinating unit to administer grant and credit programmes - coordinating unit; establish and manage an Environment Fund to finance biodiversity conservation projects, including applied research - fund established)

· Develop mechanisms to stimulate external investment in biodiversity conservation (Activities: Conduct a review of potential external donors and investors for biodiversity conservation, and identify appropriate projects – review; provide inputs to build capacity within Ministries, NGOs and other organizations to design and submit funding proposals for donors - capacity building; provide inputs to build capacity within Ministries, NGOs and other organizations to collaborate with the private sector in funding biodiversity projects - capacity building; develop a fundraising plan focusing on Armenian diaspora, particularly in Europe and the Americas - fundraising plan)
1999

3.2.2 Objectives

The 13 objectives listed below provide a more detailed expression of the overall aim, providing quantifiable targets to be attained through the implementation of the plan. The order in which they are presented does not indicate their importance.

2.
To increase internal and external investments in order to conserve and regenerate landscapes and biodiversity by 30% by 2004.

4.
To support and extend the capacity to use science as a vital tool in guiding conservation management (including both research and monitoring), through increased investment of 15% in both relevant scientific programmes and professional training by 2004.

8.
To ensure the use of appropriate ecologically-friendly technologies in support of biodiversity conservation, through increased investment in this field of 10% by 2004.
Strategic component M: Financial resources for implementing the BSAP

M.1
Review Financing From State Budget for Biodiversity

M.1.1
Review and revise the state budget for biodiversity conservation, in line with other institutional changes within management agencies

M.1.2
Review and revise self-financing mechanisms for supporting biodiversity conservation

M.1.3
Investigate mechanisms by which realistic economic values can be placed on biodiversity within relevant State budgets

M.1.4
Develop and implement system for using a proportion of income from payments and fines for natural resources use for biodiversity conservation 

M.2
Source Financing For Biodiversity Projects through Grants and Loans

M.2.1
Develop and run a small grants scheme for biodiversity projects

M.2.2
Develop a scheme of micro-credits and interest-free loans to promote sustainable use 

M.2.3
Establish a special grants and credits commission to disburse and monitor funds for biodiversity projects

M.2.4
Organize a coordinating unit to administer grant and credit programmes 

M.2.5
Establish and manage an Environment Fund to finance biodiversity conservation projects, including applied research
M.3
Develop Mechanisms to Stimulate External Investment in Biodiversity Conservation

M.3.1
Conduct a review of potential external donors and investors for biodiversity conservation, and identify appropriate projects

M.3.2
Provide inputs to build capacity within Ministries, NGOs and other organizations to design and submit funding proposals for donors

M.3.3
Provide inputs to build capacity within Ministries, NGOs and other organizations to collaborate with the private sector in funding biodiversity projects

M.3.4
Develop a fundraising plan focusing on Armenian Diasporas, particularly in Europe and the Americas 

Strategic component N: BSAP Implementation

N.4.1
Identify sources for external technical and financial assistance

N.4.2
Develop mechanisms for technical and financial assistance
� Armenia (1999). Biodiversity Strategy and Action Plan for the Republic of Armenia: GEF Project Implemented by UNDP, Ministry for Nature Protection, Yerevan, July 1999, 114 pp.
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