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Executive Secretary

Convention on Biological Diversity

413, Saint Jacques Street, Suite 800
Montreal, Quebec, Canada
H2Y 1N9

Ljubljana / Brussels 10 January 2008
Subject:
The EU Submission in reply to CBD Notification 2007-139 (2007-033) - "Decision VIII/26 on incentive measures: preparation for the in-depth review of the work on incentive measures"
Dear Dr. Djoghlaf,
In reply to notification 2007-139 (2007-033), Slovenia and the European Commission, on behalf of the European Community and its Member States, would like to transmit the following EU submission. 

(a) Lessons learned and key challenges in implementing the existing programme of work, based on practical examples and case studies from national implementation where available, including whether the measures initiated or adopted by Parties have maintained or improved the conservation and sustainable use of components of biodiversity.

(b) Options to address the challenges identified under (a)

The European Community and its Member States have already provided relevant information in 2004 and in their Third National Reports. Furthermore, they have recently contributed to an OECD-analysis of the use of economic instruments for biodiversity that will also be submitted to the CBD by the OECD-secretariat. In addition, the Annex to this submission includes further information and observations provided by some Member States in response to questions (a) and (b). 

(c) Priorities for a future programme of work including requirements for effective national implementation, including for financial and institutional support and capacity-building.

The loss of biodiversity continues at an alarming pace. An unprecedented effort is required to reduce current rates of biodiversity loss as agreed by the WSSD in 2002. Such efforts also need to include the adoption of economically and socially sound measures, including legal ones, that act as incentives for the conservation and sustainable use of biological diversity.

The overall priorities of the PoW on incentive measures continue to be relevant

The overall priorities of the current programme of work on incentive measures as adopted by Decision V/15 seem still valid. In particular, there seems to be a continuing need to support Parties, governments and organisations in developing practical policies and projects that create positive incentives for the conservation and sustainable use of biological diversity.

The continuing relevance of the current programme of work is also confirmed when checking against its expected results (Decision V/15.2): 

· There has been progress in assessing representative existing incentive measures, in reviewing case-studies and in the dissemination of related information.

· There seems to have been little progress in informing consumers about biodiversity-impacts of their decisions.

· There is increasing recognition of the urgency to assess and establish the values of biodiversity for social and economic well-being.

· Biodiversity concerns are increasingly considered in liability schemes, both at the international level (for instance, in the current negotiations on rules and procedures on liability and redress under the Cartagena Protocol on Biosafety) as well as in liability rules adopted at national and regional levels (for instance, the EC's Environmental Liability Directive).

· The lack of mainstreaming biodiversity-related considerations into sectoral policies is recognised as one of the major drivers for the loss of biodiversity. Therefore, there continues to be a strong need for the creation of incentives for the integration of biodiversity concerns in all sectors.

In addition, it seems important to note that the implementation of the programme of work presents a "moving target." In increasingly open markets, national incentive structures are affected by changes at the global level. Increased demand for food, bioenergy, biomass, biofuels have the potential to substantially modify current incentives. 

Issues within the existing PoW that should receive greater attention in the future

Issues requiring greater attention in the EU's view are assessments of the value(s) of biodiversity and the development and more widespread implementation of tools to inform consumers about the biodiversity-impacts of their decisions.

Since it can be difficult to evaluate biological diversity at an operational level, methods for assessing the cost-effectiveness of different measures could be helpful in the design of systems of incentive measures. Support for such evaluation could be an element of the programme.

In order to further the integration of biodiversity concerns into sectoral policies, more attention should be paid in the PoW to the concept of ecosystem goods and services, their valuation, their integration into the market prices and the creation of new markets. Ecosystem goods and services are fundamental to the business case for biodiversity. 

Closely linked to valuation of biodiversity are efforts to put a price upon and commercialise ecosystem services associated with biodiversity. With such efforts becoming more common, there is a need to investigate their potential as well as fall-backs. 

The need to better inform consumers and citizens about biodiversity impacts of their decisions also points to the important role of communication, information and advice as well as to participatory approaches in the management of biodiversity. Incentives such as certification schemes are relevant examples in this regard. 

Conscious of the political sensitivity to some Parties, the EU also sees value in continuing work particularly on positive and perverse incentives. Perverse incentives are unnecessarily contributing to the deterioration of biodiversity, often without any conscious weighing of different political goals and ambitions against each other. CBD guidelines in this field should be finalised on the basis that they are voluntary. In developing guidelines, CBD should draw from experiences already analysed and synthesised by OECD. 

An alternative strategy for working on positive and perverse incentives could be practical workshops on the mitigation and removal of perverse incentives for public servants involved in the design and implementation of incentive measures. 

A potentially important focus of work in this regard is supporting Parties in assuring that measures established in order to mitigate or adapt to climate change do not create perverse incentives in relation to biodiversity. This would also link to the component in the PoW concerned with activities on incentive measures in other international organisations or agreements.
Overall, in the future, more emphasis should be put on the implementation of the PoW. This would benefit from focussing on case studies and other practical experience resulting from the implementation of the PoW as well as a strengthening of the sharing of information on lessons learned, best practices and difficulties encountered.

(d) Key gaps in the work to date, and gaps and obstacles in the existing programme of work that are impeding its implementation at the national level.

There have been major difficulties in implementing parts of the PoW, particularly in developing general international-level guidance on the introduction of positive incentive measures and on the removal of perverse incentives. As stated above, the EU continues to see value in work on positive and perverse incentives. Particularly perverse incentives are unnecessarily contributing to the deterioration of biodiversity, often without any conscious weighing of different political goals and ambitions against each other. CBD guidelines in this field should be finalised on the basis that they are voluntary.
It should be possible to retrieve further relevant information from the information already provided by Parties in their third national reports.

(e) Interface with other international initiatives and instruments in this area.

Other international institutions and initiatives undertake relevant work on biodiversity-related incentive measures, including the FAO, OECD, UNCTAD, UNDP, UNEP, IUCN.

(f) Linkages to other programmes of work under the Convention.

Incentive measures are a cross-cutting issue. They are related to the implementation of all of the CBD's Thematic Programmes and also to some of the other cross-cutting issues such as access and benefit-sharing, invasive alien species, impact assessments, sustainable use etc.
Sincerely yours,
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ANNEX

Compilation of further information and observations in response to questions (a) and (b) provided by the Czech Republic, Finland, Slovenia and Sweden

Czech Republic

As mentioned in the Czech Republic submission on incentives in September 2004, The Ministry of the Environment (MoE) carried out a research project focused on analysing the possible adverse impact of public subsidies on the environment in years 2001 and 2002. The final result of this project was a set of six case studies and till now Czech Environmental Institute (since 2005 called CENIA - Czech Environmental Information Agency) has analysed about two other types of subsidies each year, but the capacity of the Institute is insufficient.

The protection of nature and the landscape in the Czech Republic uses the following economic instruments: positively stimulating (positive non-market instruments) – financial subsidies, grants, loans and negatively stimulating (negative non-market instruments) – entry fees for cars in national parks and charges for cutting down trees. The compensatory instruments in the nature and the landscape conservation include mainly: financial compensation for losses resulting from the declaration of a provisionally protected area, compensation for aggravating conditions for farming and forestry and compensation for some damages caused by selected specially protected animals. Their use is regulated by Act No. 114/1992 Coll., on the Protection of Nature and the Landscape (Section 69, 24, 13, 58). The provision of Section 9, para 3, 4 of the above Act has not have the executive act which would specify the amount of these charges.  The compensatory measures are dealt also in the Act No. 115/2000 Coll., on the Provision of Compensation for Damage Caused by Some Selected Specially Protected Species of Fauna, as amended.

National Subsidy Programmes

The River System Restoration Programme was established in 1992 in order to remedy the impacts of the devastation of the landscape’s water regime. The main focus is on the restoration of the water regime in the basins of minor streams through measures such as revitalisation of watercourses, headstreams, marshlands, inappropriately dewatered  plots, construction of fish ladders, revitalisation and establishment of retention areas, etc. The majority of the financial resources is used to build sewage systems and WWTP which represents almost a half of the programme’s total yearly resources. At the time of its establishment, the resources available to the programme totalled CZK 20 million, while in 2006 it was CZK 384 million. Over the course of time and since any intervention into the nature or the landscape must be performed on a complex basis, it proved to be necessary to complement the investment programme with a non-investment programme. 

So, in 1996 the Landscape Management Programme was established. In 2006, CZK 190.6 million was distributed within this programme. It consists of two sub-programmes: The Sub- Programme for Landscape Management aims to implement open-landscape measures (protection against erosion, maintenance of the cultural condition of the landscape and biodiversity support), while the Sub-Programme for the Management of Specially Protected Parts of Nature and Bird Areas aims to implement measures in specially protected areas, their protective zones and bird areas.

In connection with the preparation of the FIS Nordic World Ski Championships LIBEREC 2009, the Programme for Forest Stabilisation in Jizerské Mountains and on Ještěd was set up, which provides non-investment purpose-bound subsidies for compensatory measures in the area where the championship will be held. The programme makes it possible for the financial resources to be drawn for measures supporting the stability of forest ecosystems, for compensation measures in the adjacent non-forest landscape, for anti-erosion protection of the area and for project preparation. Close to CZK 4.1 million has been drawn in 2006. 

European Subsidy Programmes 

Since the Czech Republic’s accession to the European Union, the range of programmes with measures for nature and landscape conservation has widened considerably, due mainly to the measures of Common Agricultural Policy. In the period 2004–2006, the fundamental role rested with the Horizontal Rural Development Plan’s agri-environmental programmes (including the support of eco-farming) and support for Less Favoured Areas (LFA) and Environmental Less Favoured Areas (E-LFA) with environmental restrictions. Within the Infrastructure Operational Programme, it was possible to use resources of the European Regional Development Fund, among other things, for measure 3.1. Renewal of the Environmental Functions of the Territory. The implementation of nature and landscape protection projects from the LIFE project’s resources and within the EEP and Norway Financial Mechanisms has been started.

As mentioned in the last notifiaction - The result of the project „Comparison of approaches in valuing selected segments of nature in the Czech Republic and EU aimed at unification of such approaches“, carried out in 2001 - 2003, was a brochure reviewing the outputs of the project. There was no other work by Czech Ecological Institute following this project. On the other hand there is  a simultaneous work of experts (from Universities in Brno and Prague and from Forest Management Institute). 

Since 1991 the State Environmental Fund of the Czech Republic (The Fund) is the key public financial instrument providing positive stimulation in the area of the environment. Subsidies and loans are focused on water protection, air protection, nature and landscape conservation, utilisation of natural resources, waste management, technologies and renewable energy sources. The Fund‘s income consist of charges payed by polluters and of fines for breaking the environmental law. In recent years the Fund served also for managing some programs financed by EU (sources from the Cohesion Fund, the ERDF).

The measures / projects supported by the Fund are always evaluated in the respect of their environmental benefits. These are quantified for example as reduction of pollution and made public in the annual report of the Fund.
Other information which we mentioned in our last response and we did not update them are still valid. 

Finland

Economic incentives, advice, guidance and the development and application of sustainable land use principles encouraging voluntary conservation measures are becoming increasingly important in various sectors, in addition to legislative controls. Economic instruments designed to promote biodiversity have already been applied in Finland, but their use has so far been limited. There is a clear need for improved work on incentives, as has also been noticed internationally, for example, in the OECD work done on this topic.

The Ministry of the Environment in Finland commissioned a basic study of biodiversity as an economic issue: Biodiversity as an economic issue in 2006 (48/2006). The study was based on decisions and recommendations of the OECD Working Group on Economic Aspects of Biodiversity and the CBD. It includes concrete options and recommendations (research, creation of markets, direct incentives, policy instruments, administration and infrastructure) for applying economic incentives and measures to promote the conservation and sustainable use of biodiversity in Finland. The role of biodiversity in the economy and related business opportunities are also considered, particularly with regard to market-based approaches. The report thus aims to initiate a discussion about the role of the private sector in the conservation and sustainable use of biodiversity. Examples are presented of both successful economic incentives in relation to their impacts on the preservation of biodiversity.

The principle of sectoral responsibility has been adopted in the conservation of biodiversity, meaning that each sector takes responsibility for reducing its harmful impacts on the natural environment. Progress towards such responsibility has been made within Finland’s national administration, thanks to renewed legislation and developments related to biodiversity, and for co-operation between the administrative sectors concerned and other stakeholder groups. Biodiversity considerations has been favourably integrated into new and revised Finnish legislation including the Land Use and Building Act, the Penal Code and the Gene Technology Act and Decree, as well as the Nature Conservation Act, the Forest Act and the Water Act.

Sectoral responsibility for the conservation, management and sustainable use of biodiversity as specified in the National Action Plan (NBSAP 2006-2016) has been duly adopted by the various branches of the administration. Stakeholder groups are committed to maintain biodiversity. In particular, the Ministries of Agriculture and Forestry, the Environment, Transport and Communications, Defence, and Education have developed their activities and planning procedures, and provided training for personnel working within their administrative spheres on issues related to biodiversity.  

The implementation of the new biodiversity strategy and action plan (NBSAP) in the public administration is largely a matter of continuing to promote the ongoing favourable trends towards greater sectoral responsibility. The objectives of the conservation and sustainable use of biodiversity will be adopted as key principles in all administrative sectors. This involves the incorporation of these issues into strategic sectoral planning. 

Many municipalities have already set good examples by incorporating the conservation and management of biodiversity into their own development processes. The State should encourage and support such efforts, and help to inform local residents and other municipalities about good practices. NGOs and other interest groups involved in the national action plan have also significantly promoted the conservation, management and sustainable use of biodiversity. 

Finland has a long history of private nature reserves established on the basis of applications made by landowners. The role of such reserves in implementing conservation programmes has been growing in recent years. Counselling of farmers and forest owners has also played a central role in agriculture and forestry for many years. The METSO Forest Biodiversity Programme for Southern Finland has particularly helped to focus attention on various aspects of conserving biodiversity. The prominence of environmental issues in agriculture has likewise increased substantially.

Environmental subsidies for agriculture and the Act on the Financing of Sustainable Forestry (1094/1996) have significantly expanded opportunities to secure financial subsidies for measures to maintain biodiversity. The procedure developed for paying compensation for damage caused to reindeer husbandry by golden eagles, whereby financial compensation is granted to a herdsmen's committee based on the number of nests producing eagle fledglings, may also be regarded as an example of a functional system of economic guidance.

Widespread practical application of voluntary conservation instruments and the development of forest conservation incentives to support environmental management and conservation are an essential condition for promoting nature conservation in future decades. Alongside communication, counselling and practical guidelines, it is also important to allocate new agricultural, rural development and agri-environmental financing instruments in sites and purposes that are important from the point of view of biodiversity. There is also scope for improving the role of economic incentives in species conservation.

The only way to achieve and maintain favourable conservation statuses for forest species and biotopes is through long-term systematic actions involving co-operation between stakeholders. 
The network of protected areas particularly requires extension in the south of Finland, to improve its representativeness and interlinkages.

The METSO Forest Biodiversity Programme for Southern Finland was approved by the Government in 2002, in order to provide long-term safeguards for forest biotopes and their important structural features and habitats for threatened species. The programme is being carried out jointly by the Ministry of the Environment and the Ministry of Agriculture and Forestry. 

The METSO Programme has involved 17 areas of action. The measures applied during the initial trial phase of the programme can be divided into four main categories: 

· habitat restoration and management in protected areas

· pilot projects involving new conservation means

· improvements in the natural forestry methods used in commercially managed forests 

· research

The new tools to safeguard biodiversity tested in the METSO Programme – natural values trading, competitive tendering, nature management areas and co-operation networks – are all based on the voluntary participation of landowners. Criteria defined by conservation biologists have been used to define the forest habitats and features that require action most urgently. METSO particularly aims to promote the favourable management and conservation of heathland forests with plenty of decaying wood, herb-rich woodlands, spruce mires, swampy woodlands, sunlit esker slopes, wooded pastures and meadows, and natural forests along emergent coastlines. The impacts of the METSO Programme were assessed during 2006. The results of the METSO Programme assessment has been used and attention paid to interaction between authorities and the public, to the extensive adoption of voluntary conservation instruments, and to the development of economic incentives for nature management and conservation. The programme’s first phase ends during 2007, when the Government will decide on further measures to benefit forest biodiversity in Southern Finland. 

The METSO Programme (2003-2007) and the MOSSE biodiversity research programme (2003-2006) have produced plenty of wide-ranging data that can be used to assess alternative conservation policies and their likely impacts on the natural environment. The key results of the research data so far published can be summarised as follows:

· The desired positive environmental impacts in the context of conserving forest biodiversity in Southern Finland can only be achieved by coordinating the management of protected areas and commercially managed forests. 

· In terms of the social impacts of conservation, it is vital that voluntary means form a basis for the preparation of conservation work, and that favourable attitudes are maintained and further encouraged among forest owners and other stakeholders in the forestry sector.  

· In terms of the national economy, increasing the areas of forest under protection and controls over the use of commercially managed forests will not have significant negative impacts, although this issue is linked to some uncertain factors, including the future availability of imported timber. Other economic impacts vary for different stakeholders in the forestry sector. Research results indicate that repercussions will mainly affect the forest industries, while forest owners will not be significantly affected.  

· In terms of the Government budget, increasing the protection of forests means that public funds must be available for the implementation of conservation measures also after 2009 when the current conservation programme implementation period comes to an end. Costs will mainly be related to land acquisition and compensation payments. Voluntary conservation means are evidently the most cost-effective option, at least in the short-term future. 

The aim is that appreciation of the economic aspects of biodiversity is increased. Motivating and expedient economic instruments will be applied to promote the conservation and management of biodiversity.

Slovenia

Slovenia is providing the following information on lessons learned in implementing the existing programme of work (PoW), based on practical examples and case studies from national implementation:

1. From May 2004 Slovenia implements several common EU policies on a national level that include, in accordance with the EU regulations, the use of incentive measures (an economic, legal or institutional measure designed to encourage beneficial activities e.g. incentive payments, public or grant-aided land purchases, conservation easements,…) to maintain or improve the conservation and sustainable use of components of biodiversity. General lessons learned by main policies:

· Common Agricultural Policy - there was a substantial increase of the incentive measures connected to rural development, increasing as well the amount of incentive payments for positive incentive measures as the number of available measures. By 2006 positive results, changing the trends of biodiversity loss, have been noted at several sites outstanding for the conservation of biodiversity. In relation to the PoW there has been an assessment of representative existing incentives, review of case-studies, and identification of new opportunities for incentives in preparation of the new Rural Development Programme, running from 2007 on. In this programme positive measures have been even more diversified and cross compliance implemented, both leading to even better mainstreaming of biodiversity in the Common Agricultural Policy. Together with the increase of the incentive measures in 2004 a system for targeted dissemination of information has been put in place.

· Regional Development Policy - there was also a substantial increase of positive incentive measures, enabling conservation of biodiversity at a number of threatened sites. In the new Regional Development Programme, running from 2007 on, funds available for positive incentives have been more than doubled.

· In financing Nature Conservation Measures additionally to the above mentioned incentives the LIFE funds provided incentives for removing threats to biodiversity, resulting in reversing the decreasing trends on several sites of outstanding importance for biodiversity conservation.

2. Slovenia has specific national incentives (legal, institutional and financial measures) in form of mandatory forest management plans, a public advisory institution for their implementation and financial incentives in place for sustainable use of biodiversity components and conservation of biodiversity in relation to forestry. In relation to the PoW the legal measures are based on financial assessment of public functions of forests compared to economic functions of forests. The assessment of public functions of forests includes the assessment of the values of biodiversity. A comparison of important sites for conservation of biodiversity (Natura 2000 sites) in forests has shown an outstanding state of biodiversity in Slovenian forests, as a result of all these measures.

Slovenia is providing the following information on key challenges in implementing the existing programme of work, based on practical examples and case studies from national implementation:

· National key challenges are related to all priorities of the current programme of work on incentive measures as adopted by Decision V/15. In relation to the Common Agricultural Policy responses to key challenges on a global level such as increased demand for food, bioenergy, biomass, biofuels, will substantially affect also assessment of representative existing incentives, the assessment of the values of biodiversity, and the development of methods to promote information on biodiversity in consumer decisions.

Sweden

Sector integration and sector responsibility are important measures for mitigating perverse incentives. This also involves biodiversity becoming an issue for ‘none-conservation’ professionals. Possible cases Sweden could present are forestry (an area where monetary positive incentive measures have been used to a limited extent) and agriculture (where, through the EU, monetary positive incentives are more prominent) (Sweden has already contributed information concerning these sectors at earlier stages in the process).
In December 2007, The Swedish National Institute of Economic Research will complete its report concerning the valuation of biodiversity, which may provide some more examples for the review of the PoW.
The Swedish government currently works on the simplification of regulations in general with the purpose to decrease the administrative burden for business. The consequences for perverse incentives with regard to biodiversity remain to be evaluated, but simplification may potentially contribute to a more transparent system which makes it easier to identify and mitigate or remove perverse incentives.
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