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3.2.1. Funding systems in Environment Protection

System of financing environmental protection in the Republic of Serbia is decentralised and counts on dedicated funds, own resources, and budget resources.

Other sources of financing include municipal budgets, industrial financial resources, public enterprises financial resources, and foreign financial aid. General characteristics of the system of financing environmental protection are the insufficiency of dedicated funds and decentralisation of financing sources, particularly from the private sector, as well as the lack of application of financial instruments such as long-term loans, securities, partnership between public and private sector, or investment in stocks.

Proportional investment of dedicated funds for environmental protection related to the realised gross domestic product in 2001 and 2008 was 0.3%. Other countries in transition assign around 2% of GDP for environmental protection.

Funds for environmental protection at the republic level come form taxes for commercial collecting and trading of wild flora and fauna, taxes for environmental pollution equalling 60%, taxes for environmental pollution in areas of particular national interest equalling 80%, taxes for water protection, and funds approved by the Law on Budget of the Republic of Serbia.

The Fund for Environmental Protection was established in 2005, in keeping with the Law on Environmental Protection, for the purpose of securing financial resources for stimulation of environmental protection and improvement in the Republic of Serbia.

The budget funds of the autonomous province and local governments are imposed.

The most active donors and international financial institutions that provide financing of environmental protection include: the EU, the World Bank, the European Bank for Reconstruction and Development, and bilateral donors.
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5.7 Financing biodiversity conservation 

Environmental financing sources in Serbia involve funds from the national budget which are allocated through ministries, institutions and funds, local self government budgets, and funds that come from many bilateral and multilateral treaties. The most significant international funds are the EU pre-accession funds. 

Basic competences in this area are located within the Ministry of Environment and Spatial Planning. This institution, since its start in 1991, it has passed through many transformations (it was merged with other sectors, it was a directorate, etc.), very often marginalized and observed as a ―cost‖ by higher levels decision makers and other economically stronger sectors. This also affected funding of this area. It was only when the Environmental Protection Fund was established that activities in this area started to be financed in an organized manner, in addition to regular budget allocations for the operation of competent institutions. In the majority of sectors, biodiversity is still seen only declaratively as an economic category, so substantial changes in strategic orientation are still missing. The Law on Environmental Protection Fund (2009) stipulates earmarked utilization of finances. 

The Fund’s means are used in compliance with the law, the statute, the Fund’s working programme, and they are used, inter alia, for the following: 

1) Protection, conservation and improvement of air quality, water, soil and forest quality, as well as for mitigation of climate change and protection of ozone layer; 

2) Protection and conservation of biodiversity and geodiversity; 

3) Encouraging of sustainable use of protected areas; 

4) Encouraging of sustainable development of rural areas; 

5) Incentives for education, research and development studies, programmes, projects and other activities, including demonstration activities; 

6) Financing of programmes of eco education and public awareness raising related to environmental issues and sustainable development. 

Out of the total Fund’s budget in 2008, which amounted to 1.5 billion RSD, about 20 million RSD was allocated for protection and sustainable use of biodiversity, which is only 1.3% of total funds. In 2009, total budget of the Fund for all activities amounted to approximately 2 billion RSD. 

Funding of protected areas is mostly provided from the budget, from utilization of natural resources, revenues gained from tourism, donations and other sources. Most of the budget funds which flow into the protected areas are spent for current costs of the institutional financing and for staff. The Ministry of Environment and Spatial Planning is responsible for protected areas at the national level, is financing activities in protected areas through various projects, which contributes to higher degree of utilization of funds intended for protection and development of biodiversity in natural areas. Activities which are financed through such projects include marking and maintenance of paths, rehabilitation of degraded areas, development of information systems, construction of visitors’ centre, monitoring, reintroduction programmes and general status improvement in protected areas. In order to obtain funds for such activities, protected areas’ managers submit their projects to the Ministry. The Ministry of Environment and Spatial Planning allocated about 2.5 million Euros for protected areas in 2007, about 1 million Euros in 2008, and a total of 1.3 million Euros was allocated in 2009. 

Average amounts at the protected areas system level which are received from the Government through competent institutions ranges around 25%. In total, protected areas with currently available funds still miss about 50% to cover basic functioning costs, and about 75% for optimal functioning. 

The Ministry of Environment and Spatial Planning also finance the development of applied projects in the area of biodiversity protection primarily within protected areas, as well as development of individual action plans for protection of endangered species, development of the Red Books and the Red Lists of endangered plant and animal species. 

It is interesting to mention that although the country has significant external debt (in 2009 it was estimated at 22.2 billion Euros, while external debt of public sector amounts to 7.1 billion Euros), there were no attempts to introduce mechanism of debt conversion, or any bilateral negotiations about this mechanism. 

Certain funds are allocated from the budget of the Government of AP Vojvodina to the Provincial Secretariat for Environmental Protection and Sustainable Development. The funds that were allocated in 2009 for biodiversity and protected areas development amounted to approximately 30 million RSD. Activities financed from the Provincial Secretariat include: sanation and revitalization of sensitive ecosystems (salty lands, steppe, old forests, wetlands, grasslands and shallow pools), monitoring of sensitive ecosystems of threatened species, biodiversity protection of particularly threatened communities, development of tourism infrastructure in PAs, capacity building of PAs managers and education of rangers. 

The Ministry of Agriculture, Forestry and Water Management provides financial support to protected areas for certain activities. The Directorate for forests, a part of the Ministry, approves and finances projects related to afforestation, improvement of habitat conditions, production of seeds and seedlings, nurseries, construction of forest roads for afforestation and protection against fire, as well as for scientific projects. In 2009, the available budget for these activities was about 450 million RSD. 

The Ministry of Agriculture, Forestry and Water Management also finances work of the Expert Council for Biosafety. This Ministry uses incentives to support conservation of 29 autochthonic species based on the principle of direct payment per domestic animal head, and until 2008 it had also encouraged the development of farms with autochthonic races, procurement of new breeding heads, keeping and maintenance of the national and reserve seed collections, maintenance of the national database for plant genetic resources, quality control and multiplication of samples in the national seed collection for the gene bank needs, maintenance and sustainable use of collection nurseries of fruit and vines, collections of crops, forage, industrial and medical crops, vegetables, as well as maintenance of autochthonic plant genetic resources in small husbandries. Also, the Ministry provides financial support to the organic production development through introduction of direct payment per head or per hectare. 

Based on the competition procedure, the Ministry of Science finances development of basic, technological and innovative projects in various scientific areas, thus supporting research related to biodiversity protection and biosafety. 

The European Commission introduced a unified financial instrument for pre-accession assistance – IPA for the budgeting period 2007-2013, which consolidated all the previous pre-accession funds. This unique instrument is intended to support the EU candidate countries, as well as potential candidate countries. Serbia, as a potential candidate for the EU membership, currently has access to first two IPA components: 1) support to transition process and development of institutions and 2) regional and transboundary cooperation. In 2009, Serbia will have access to 190 million Euros from IPA funds for development projects. The planned measures contained in the Rural Development Programme which refer to conservation of traditional races should be financed through IPARD funds staring from 2011, in the amount of 937,500 Euros annually (compared to 600,000 Euros in 2007). This would support 1,000 agricultural husbandries, i.e. between 4,000 and 10,000 animals of endangered autochthonic races. 

In addition to the IPA funds, Serbia obtains certain funds for environmental projects from donations, loans, international assistance funds, the UN funds and international organizations instruments, programmes and funds, such as the Global Environmental Facility (GEF), the World Bank, the European Bank for Reconstruction and Development (EBRD), the United Nations Development Programme (UNDP), the United States Agency for International Development (USAID), the Swedish International Development and Cooperation Agency, the German Organization for Technical Cooperation (GTZ) and others. The Memorandum of Understanding, signed with the EU in June 2007, enabled Serbia a lawful participation in the 7th Framework Programme for Research and Technological Development (FP 7). 

The current level of environmental investments in Serbia is low (between 2001 and 2005 it was about 0.3% of GDP, while estimations of the revised Memorandum on Budget and Economic and Fiscal Policy are 0.4% of GDP in 2008), and financing from the industry and private sector is insufficient. In their pre-accession period, new EU member states from Central Europe invested between 1.5% and 2.5% of GDP into the environment. Based on the Sustainable Development Strategy, it has been planned to achieve 1.5% of GDP of environmental investments in 2014, while achievement of target allocation for the environment of 2.5% of GDP is foreseen in 2017.
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2.3 Financial Frame work for biodiversity protection

Environmental financing sources in the Republic of Serbia involve funds from the national budget which are allocated through ministries, institutions and funds, local self government budgets and funds sourced from many bilateral and multilateral treaties. The most significant international funds are EU pre-accession funds.

Basic competences in this area lie within the Ministry of Environment and Spatial Planning. This institution has passed through many transformations since its foundation in 1991 (it was merged with other sectors, was a directorate etc.), and often found itself marginalized and observed as a “cost” by higher level decision makers and other economically stronger sectors. This also affected funding of this area and it was only when the Environmental Protection Fund was established that activities in this area began being financed in an organized manner, in addition to receiving regular budget allocations for the operation of competent institutions. The majority of sectors still see biodiversity only declaratively as an economic category, thus substantial changes to strategic orientation are still lacking. The Law on Environmental Protection Fund (“Official Gazette of the Republic of Serbia”, Issue 72/09) stipulates utilization of earmarked finances.

The Fund’s resources are used in compliance with the law, the statute and the Fund’s working programme. They are used, inter alia, for the following:

1) Protection, conservation and improvement of air quality, water, soil and forest quality, as well as mitigating climate change and protecting the ozone layer;

2) Protection and conservation of biodiversity and geodiversity;

3) Encouraging sustainable use of protected areas;

4) Encouraging sustainable development of rural areas;

5) Incentives for education, research and development studies, programmes, projects and other activities, including demonstration activities;

6) Financing eco education programmes and public awareness raising related to environmental issues and sustainable development.

Of the Fund’s total 2008 budget of 1.5 billion RSD, about 20 million RSD was allocated for the protection and sustainable use of biodiversity, which is only 1.3% of total funds. In 2009 the Fund’s total budget for all activities amounted to approximately 2 billion RSD.

Protected area funding is mostly provided from the budget, utilization of natural resources, revenues gained from tourism, donations and other sources. Most of the budget funds which flow into the protected areas are spent to cover current costs of institutional financing and staff salaries.

The Ministry of Environment and Spatial Planning, as the ministry responsible for protected areas at the national level, finances activities in protected areas through various projects, thus contributing to a higher degree of utilization of funds intended for the protection and development of biodiversity in natural areas. Activities financed through such projects include the marking and maintenance of paths, rehabilitation of degraded areas, development of information systems, the construction of visitor centres, monitoring, reintroduction programmes and general status improvement in protected areas. In order to obtain funds for such activities, protected area managers submit their projects to the Ministry. The Ministry of Environment and Spatial Planning allocated about €2.5 million for protected areas in 2007, about €1 million in 2008, and a total of €1.3 million allocated in 2009.

Average amounts received from the government at the protected areas system level through competent institutions vary by around 25%. In total, protected areas with currently available funds still lack about 50% needed to cover basic functioning costs and about 75% for optimal functioning.

The Ministry of Environment and Spatial Planning also finances the development of applied projects in the area of biodiversity protection, primarily within protected areas, as well as financing the development of individual action plans for the protection of endangered species, development of Red Books and Red Lists of endangered plant and animal species.

It is worth noting that although the country has significant external debt (in 2009 it was estimated at €22.2 billion, with external public sector debt amounting to €7.1 billion), there have been no attempts to introduce a debt conversion mechanism or any bilateral negotiations about such a mechanism.

Certain funds are allocated from the budget of the government of AP Vojvodina to the Provincial Secretariat for Environmental Protection and Sustainable Development. Funds allocated in 2009 for biodiversity and protected area development amounted to approximately 30 million RSD.

The Provincial Secretariat financially supports various project activities in protected areas, such as sanitation and revitalization of sensitive, variable ecosystems (saline, steppe, old forests, wet meadows, grasslands and shallow ponds), monitoring of sensitive ecosystems of strictly protected and protected wild species of plants and animals, protection of biodiversity, infrastructure development for eco tourism in protected areas, capacity building and education of protected area managers and rangers.

The Ministry of Agriculture, Forestry and Water Management provides financial support to protected areas for certain activities. The Directorate for forests, which is part of the Ministry, approves and finances projects related to afforestation, improvement of habitat conditions, production of seeds and seedlings, nurseries, construction of forest roads for afforestation and protection against fire, as well as for scientific projects. In 2009 the available budget for these activities amounted to around 450 million RSD.

The Ministry of Agriculture, Forestry and Water Management also finances the work of the Expert Council for Biosafety. This Ministry uses incentives to support the conservation of autochthonic plant sorts and animal breeds. For example, conservation of animal genetic resources is based on the principle of direct payment per domestic animal head and until 2008 it also encouraged the development of farms with autochthonic breeds, the procurement of new breeding heads, preservation and maintenance of the national and reserve seed collections, maintenance of the national database for plant genetic resources, quality control and multiplication of samples in the national seed collection for gene bank needs, maintenance and sustainable use of collection nurseries of fruit and vines, collections of forage, industrial and medicinal and vegetable crops, as well as maintenance of autochthonic plant genetic resources in small husbandries.

The Ministry also provides financial support for organic production development through the introduction of direct payments per head or per hectare.

On the basis of competition procedure, the Ministry of Science finances the development of basic, technological and innovation projects in various scientific areas, thus supporting research related to biodiversity protection and biosafety.

In 2008, financial support from the National Investment Plan (NIP) for environmental projects amounted to 455 million RSD. About 60% of that amount was allocated for six regional landfill projects.

The European Commission introduced a unified financial instrument for pre-accession assistance – IPA – for the budgeting period 2007-2013, which consolidated all previous pre-accession funds. This unique instrument is intended to support EU candidate countries and potential candidate countries. The Republic of Serbia, as a potential candidate for EU membership, currently has access to the first two IPA components: 1) support to transition process and development of institutions and 2) regional and crossborder cooperation. In 2009 the Republic of Serbia gained access to €190 million from IPA funds for development projects. The planned measures contained in the Rural Development Programme relating to the conservation of traditional breeds should be financed through IPARD funds as of 2011, in the amount of €937,500 annually (compared to €600,000 in 2007). This would support 1,000 agricultural husbandries, i.e. between 4,000 and 10,000 endangered autochthonic breeds. A significant contribution to the preservation of plant genetic resources has been achieved through participation of the Republic of Serbia in the Regional Network for Plant Genetic Resources of South East Europe (SEEDNet), funded by SIDA.

In addition to IPA funds, the Republic of Serbia obtains certain funding for environmental projects from donations, loans, international assistance funds, UN funds and instruments, programmes and funds of international organizations, such as the Global Environmental Facility (GEF), the World Bank, the European Bank for Reconstruction and Development (EBRD), the United Nations Development Programme (UNDP), the United States Agency for International Development (USAID), the German Organization for Technical Cooperation (GTZ) and others. The Memorandum of Understanding signed with the EU in June 2007 enabled the Republic of Serbia to legally participate in the 7th Framework Programme for Research and Technological Development (FP 7).

The level of environmental investments in the Republic of Serbia is currently low (between 2001 and 2005 it was about 0.3% of GDP, while estimates of the revised Memorandum on Budget and Economic and Fiscal Policy were 0.4% of GDP in 2008), while financing from industry and the private sector is insufficient. During their pre-accession period, new EU member states from Central Europe invested between 1.5 and 2.5% of GDP in the environment.

Based on the Sustainable Development Strategy, it is planned that 1.5% of GDP be allocated for environmental investments in 2014, while achieving target allocation of 2.5% of GDP for the environment is foreseen by 2017.
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