Environmental fiscal reforms
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The Georgian law “On Environmental Protection” (1996) defines the economic mechanisms in the field of environmental protection, including taxes, ecological insurance, economic incentives, ecomarketing, and the environmental protection audit. The aim of the economic stimulation of environmental protection is to introduce the ecologically pure technologies and techniques acceptable from the environmental protection viewpoint. This includes introducing the use of secondary raw materials and supporting efficient environmental protection projects. These can be achieved through promotion of environmental issues, tax advantages and advantages on State credits.

Tax advantages are envisaged for the creation of hunting-farms, namely, according to the Tax Code of Georgia, the territories of hunting farms are exempt of property taxes. This advantage was introduced with the aim to support hunting farms, as since 1996 hunting is permitted in Georgia only on certain territories (with the exception of hunting migratory birds).

According to this law and the Tax Code of Georgia, in 1997 Georgia introduced taxes on the use of natural resources, including forest use, hunting and fishing, obtaining of certain non-wood species. The fees for use are defined for separate plant and animal species. However, despite the fact that initially the aim of this initiative was to generate income for the State funding of environmental protection activities (Decree of the Government of Georgia #1010-1992), so far this benefit has not been realized. Instead, the income is accumulated in the regional budget and spent for social and economic purposes.

According to the Tax Code, taxes are decreased by 70% for the procurement of natural resources used in scientific research activities or in case the users of natural resources take the responsibility to restore and reproduce the resources at their own expense, to the extent that the resource can be restored..

The Georgian law “On Advertising” (1998) states that social advertising (including environmental advertising) is free, even though the duration of an advertisement (not less than 5% of the TV or radio advertising time) is limited. This requirement also applies to organizations whose activities are fully or partially financed from the State budget. There are no advantageous State credits for the stimulation of biodiversity conservation/sustainable use.

One of the mechanisms defined by the Georgian law “On Environmental Protection” is ecological branding of Georgian products that are ecologically safe. The aim of this mechanism is to stimulate ecologically safe production and improve customer awareness of these products. The rules for granting the “ecological mark” are defined by the order of the Minister of Environmental Protection and Natural Resources (1999). However the requirements for ecological branding are not satisfactory. 

According to the Georgian law “On the Social and Economic Development of Highland Regions”, Georgian authorities elaborate the State program of beneficial credit-investment activities to support the development of protected areas in the highlands of Georgia. This includes development of traditional agriculture of the highlands, tourism, resort and recreational business. However, since the abovementioned law is incompatible with the tax system, meeting the requirements for traditional development is complicated. In its turn, the Tax Code also envisages benefits to support employment in the highland regions of Georgia, but it does not give any advantages to the activities for nature protection or the sustainable use of its products. I In 2001 the Government of Georgia received a loan from the International Fund for Agricultural Development (IFAD) for the development of agriculture in highland regions of Georgia, for the support of small farms, technical assistance, financial assistance, social services, training, development of production lines and market access. It was envisaged that all activities under this project would support the protection and restoration of natural resources in these regions.
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The legislation envisages certain tax benefits for the support of sustainable use of natural resources: according to the law “Fees on Natural Resources ”, tax is reduced by 70% for those users of natural resources who implement scientific and cultural-educational activities regarding nature, also for those users of natural resources who implement recovery and reproduction of natural resources on their own (within the volume of the restored resource). To support the formation of hunting-farms, Georgian Tax Code states that the hunting-farms are exempt of the property tax. However, the efficiency of these instruments is too weak to stimulate environmental protection and sustainable use of biodiversity. In the decision-making process, economic assessment of biodiversity and its value are not envisaged.

However, methodological research in this direction was implemented in the Soviet period and within the framework of the World Bank project of forest development. When establishing the amount of tax for the use of natural resources or calculating the damage caused by the illegal harvesting of natural resources, the full economic value of biodiversity is not taken into consideration.

The problems of elaborate efficient economic tools and assessment of the economic value of biodiversity are caused by the lack of professional knowledge and experience in this field. The Western theories of environmental protection are not taught in schools of higher education, or only at a low level. The number of highly-qualified personnel is insufficient in the scientific and educational institutions that should work out the market economy instruments for environmental protection (biodiversity protection) and sustainable use.

The NBSAP defines as one of its priorities the support of favorable financial-economic environment for the conservation of biodiversity. One of the strategic directions of the NBSAP is the implementation of financial and economic programs aimed at the support of efficient conservation of biodiversity. The following activities are planned in this regard: achieving correspondence of the tax legislation with environmental legislation; implementation of the economic mechanisms mentioned in the law “On Environmental Protection”; elaborate a draft on the stimulation of environmental activities; creation of additional financial mechanisms of conservation of biodiversity; inclusion of the key aspects of the protection of biodiversity in the economic policy of the country; monetary evaluation of the biodiversity of the protected areas by means of modern methods; creation of economic mechanisms for the sustainable development and protection of biodiversity, economic stimulation of recycling industry to ensure rational use of biological resources; evaluation of the economic effects of the preservation of biodiversity (profit potential); and assessment of the full economic value of biodiversity.
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