Environmental fiscal reforms

1999

At present, direct and indirect economic values of biodiversity are not recognized or included in economic forecasts and decision making. The revenue from biological resources (revenues from livestock grazing, medical herbs, edible plants, berries and fruits, fisheries) is in the range of US$3 million per year.  This does not include indirect revenue, such as revenues from tourism and recreation linked to protected areas.

The revenue generated from sustainable use of biodiversity could be greatly enhanced through adoption of market pricing strategies. At present, pricing policy is primarily drien by the need to raise revenues rather than by market force.  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.  The introduction of modern technologies, along with revised pricing and effective marketing of timber, could increase income from forests by 650%.  In general, there is a need for an integrated economic policy pricing mechanism with regard to forest and biodiversity management, which relates market values to revenue generation.

2001

According to the “Law on Value Added Tax”, benevolent payments for environment protection are exempted from VAT.

2006

a/. Exemption from land tax: According to “Law on Land Taxation” (1994), the state reserves and reservations, national parks, municipal parks, botanical gardens and lands under state forests are exempt from land tax.

b/. Privileges on income tax: According to “Law on Income Taxation” (1997), the agricultural products, including products and industries related to conservation of biodiversity or its components, are exempt from income tax. These include: seeds of trees and bushes; seedlings of trees and bushes; bushes; fish industries; bee breeding

c/. Privileges on VAT: According to “Law on Value Added Tax” (1997), the realization of agricultural products (seedlings and saplings of trees and bushes, young fish, etc.), produced in Armenia is exempt from VAT.

Tax privileges and/or other incentives: the Protected areas and organizations implementing conservation of lands under state forests are exempt from land tax. Some privileges are intended to be applied for “Sevan” and “Dilijan” National Parks that should be included in their Management Plans currently under development. Particularly, it is intended to implement activities that ensure more community-based and participatory approach in the issues related to natural resources use, including development of mechanisms for economic incentives.
Environmental fees paid by large metallurgical companies have been spent for financing evnvironmental activities (including measures on biodiversity conservation and sustainable use) at the impacted communities according to the recently adopted “Law on Purposeful Use of Environmental Fees Paid by Companies”

BSAP suggests awarding grants for development and application of environmentally safe technologies, as well as developing and implementing tax privileges for the organizations using such technologies. The Government Resolution #880 (January 16, 2005) has the following provisions:

- development of plans on financial mechanisms for implementation of the main environmental conventions, including improvement of bioresources fee system, provision of favorable credits, promotion of private sector involvement, establishment of environmental trust funds

- development of methodological approaches for economic assessment of natural resources, that will fully consider environmental value of the resource in the developed economic tools (system of environmental fees, compensation regimes, penalties for caused harm and overuse of resource)

Application of paid nature resources use system by the adoption of “Law on Environmental and Natural Resources Use Fees” in 1999, which is aimed at ensuring effective, comprehensive utilization of the state-owned bioresources as well as creating equal economic conditions for different users of natural resources;

Since 2005 guaranteed amounts began to be collected at the special environment conservation account of the Central Bank of Armenia that would be used only for the re –cultivation, tree planting, green zone development at the areas impacted by the licensed use of entrails. As of February 1, 2005 the special account has total amount of AMD 58,600,000.
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