Bolivia (Plurinational State of)
Bolivia’s planning document
 stated that in Latin America and the Caribbean, over 90% of biodiversity-related financing originated from multi and bilateral institutions, 70% of which are used for natural resources management and protection of protected areas, and little is invested in land acquisition, ex situ conservation and administrative support.  Between 1990 and 1997, Bolivia implemented 136 projects, at around $124.5 million. In the 1980s, Bolivia obtained from a debt for nature for management of Beni biological station.  National Environment Fund (FONAMA) was established for debt buybacks at market value to generate resources that contribute to creation of protected areas and to finance the costs. The weak side of this policy was, however, its transience as the national and international financial conditions that allowed using the historical circumstances of the time and not a long-term sustainable policy.
To achieve financial sustainability of the SNAP, FONAMA established a trust fund to be invested in low-risk securities in perpetuity that could finance current expenditure of the system. Thus, it was decided that the Fund should have a core capital of about $ 35 million, but only managed to capture an initial amount and could not operate the Fund, so that it had to resort to international cooperation to solve current expenditure and investment of SNAP.
There is a marked dependence of SNAP on external sources in the period 1990-1998, which contributed about 85% of its funding. In this period the external inputs reached approximately 23.87 million dollars, while the internal contributions did not exceed 2.41 million. To address this situation of dependence and financial unsustainability, recently established Foundation for Development of the National System of Protected Areas (FUNDESNAP), as a private entity focused on securing and managing resources to fund the SNAP. Currently, FUNDESNAP is in the process of establishing a trust account of $ 8.6 million, with grant funds from the GEF/World Bank ($ 5 million) and SNAP trust account ($ 3.6 million donated by the Government Switzerland and the United Kingdom), and this account will be increased with other resources and trust funds of the GEF-II.

There are several economic mechanisms that can contribute to financial sustainability of biodiversity conservation activities, such as environmental services. The Noel Kempff Mercado managed to raise funds through a climate action project to capture carbon dioxide emissions (CO2), which covers the activities of the area for five years. Later funding will be directed only to the monitoring of CO2, led to the sale of certificates, which represents a challenge for the area. Moreover, financial strategy of SNAP believes that ecotourism in protected areas is an important means for raising funds. However, it is essential to formulate a program that integrates economic resource generation through environmental services and FUNDESNAP.

In other areas of biodiversity conservation, such as scientific research and conservation programs for wildlife and genetic resources, in which civil society has an important presence, there are several sources of funding, such as trust funds, foundations and specialized services. However, its greatest limitation is reliance on international cooperation funds in the short term and the low level of investment.

Regarding major genebanks, information on operating expenses last year shows that it reached just 120,000 dollars. To reverse this situation requires new funding policies that enable greater levels of investment and expenditure, in order to strengthen research efforts and ensure long-term conservation of wildlife and particularly genetic resources.

Attracting investment to develop the economic potential of biodiversity
Biological diversity is a source of benefits at local, regional and national levels in medium and long term, by generating employment and added value derived from their sustainable use. To consolidate and strengthen this component, it is important to develop national capacities, structuring a command economy to attract capital to the world market inserted in favorable conditions for the country, developing a sustainable and equitable redistribution in favor of low-income population and to base this development on the principles of ecological and financial sustainability for ensuring the conservation of biodiversity in the long term.  
It is essential to create certain conditions for attracting investment in biodiversity products and services as:

· Development of knowledge about the potential effects of biodiversity resources.

· Empowerment of the institutional and negotiating capacity of grassroots organizations for access to the market competitively.

· Legal security through a clear and stable legal framework, regulating access to biological resources, minimizing transaction costs, defining rights and obligations of the holders and the Bolivian State and facilitating the indigenous and peasant populations who can make investments in their territories.

· Promotion and development of targeted programs of public investment in infrastructure and services aimed at minimizing production costs and environmental impacts.

· Establishment of standards and mechanisms for developing processes for monitoring and control.

Financial sustainability for model biodiversity conservation

Financial sustainability should be based on country's own resources, through increased allocation of state resources and the generation of income, gradually reducing dependence on external financing. For this purpose, mechanisms should be established for the generation of goods and services through local communities, private operators and municipalities to obtain resources for the development of activities of protection, investigation and management of biodiversity resources. 
Part of the surplus generated in activities of sustainable use of biodiversity financing activities should be targeted to preserve these resources through the establishment of a new tax regime. It is also important to strengthen trust funds operating with transparency and efficiency, ensuring stability and preventing interference with official policy. Finally, financial instruments should be developed through contributions from state, private actors and international cooperation.

The action plan presented a programme on attracting investments in products and services of biodiversity. The diagnosis shows that the main limitation to full and sustainable use of biodiversity is the lack of funding and investment. This is mainly due to the still insufficient development of domestic and international markets for products and services of biodiversity, lack of skilled human resources and lack of infrastructure and public services. Considering that the state no longer invests public funds in productive activities that can be made ​​by private agents, it is necessary creation of a favorable climate for attracting private investment in productive activities related to biodiversity, which necessarily involves studies on flora, fauna and microorganisms.

Attracting investment for development and utilization of genetic resources of medicinal plants with concerned traditional partners requires the establishment of a specific legal framework for protecting it, which will allow access to them, made with certainty, both for investors and suppliers and holders of traditional knowledge associated with genetic resources.

It is therefore important to develop actions to enable potential investors to access information on the biodiversity resources in the country (ethno-ecoturism, integrated forest environmental services, traditional medicine, etc.), and facilitate, especially small farmers and indigenous groups, build business skills and access at competitive international markets. Also it is preponderant to guarantee perfect rights of producers and investors in biodiversity and important efforts for the development of infrastructure and public services, to avoid excessive costs due to lack of public goods and services that could neutralize the country's competitive advantages derived from quality of its biodiversity resources.

It is necessary that the State, as part of its promotional role, promote actions that encourage private investments. Efforts are also to be targeted to obtain grant funding to strengthen productive investment processes.

Target: Attracting investment to develop a sustainable economic potential of biodiversity for the benefit of local communities, regions and the country as a whole.

Results:

· Economic activities related to biodiversity have increased from 4% to 10% of national GDP, especially through ecotourism activities (70%), climate change mitigation in forestry projects (20%), and projects to value and validate traditional uses of medicinal plants and other products and services related to biodiversity biotechnology, and other organic products (10%).

· This implies an expansion of income of around $ 350 million today to about 1.2 billion dollars at the end of the implementation period of Strategy (ten years). Perhaps most importantly, this expansion could occur in the poorest regions, marginal and poor in the country.

Programmes:

1. Promoting biodiversity products and services

i) Establishment of a single national network and access to basic information on biodiversity (thematic maps and granted rights, land use plans and other protected areas, communal lands and private lands) for investment in products and services.
ii) Establishment of a marketing and promotional drive for the sustainable use of biodiversity.
iii) Establishment of contracts and business unit (in biodiversity products and services) for the sustainable use of biodiversity, within and outside the National Protected Areas System.
iv) Establishment of a system of promotion, control and quality certification of products of agro-biodiversity, agro-ecology, forestry, and other medicinal and biodiversity services.
v) Design and implementation of a strategy for developing the potential of biodiversity in production chains.
vi) Establishment of a program of training and technical assistance in projects, contracts, financing and marketing of biodiversity products and services from indigenous communities to small and medium enterprises.
vii) Establishment of a Fund for the financing of pre-investment in the sustainable use of biodiversity.
viii) Promotion of business conferences and meetings between local producers and investors.
ix) Development of legal mechanisms and instruments of financial compensation for the environmental services provided by biodiversity.
x) Develop and implement scientific programs selected for bio-prospecting, biodiversity management and traditional practices, including its transfer to the productive sector.
2. Judicial certainty in biodiversity use rights

(i) Improvement and complementation of the institutional and legal framework for managing access rights to biodiversity resources, minimizing transaction costs and providing guarantees to knowledge providers, investors and financiers.

(ii) Establishment of legal security for access to biodiversity by users in coordination with the market.

(iii) Establishment of economic incentive policies for investment in biodiversity.

(iv) Promote the development of negotiation skills for sharing benefits arising from the use of biodiversity resources.

3. Development of infrastructure and public service

(i) Identification of areas and infrastructure, public services and budget priorities to facilitate the sustainable use of biodiversity.

(ii) Design of a policy of financing infrastructure and public services linking tax policy with public investment policy in sustainable projects of biodiversity.

(iii) Establish a fund for implementation of infrastructure and public services for the sustainable use of biodiversity, consisting of contributions from municipalities, prefectures, dependent on central government funds (DUF), poverty alleviation programs and concessional external financing.

The action plan contained a programme on financial sustainability for biodiversity conservation, including:

· Establishment of a financial management system to ensure sustainability and transparent management of funds.

· Creating incentives at national and local level to finance biodiversity conservation, scientific research and technology transfer.

· Strengthening the trust funds for biodiversity conservation, ensuring transparency and efficiency in its management.

· Establishment of a tax system that ensures the flow from biodiversity productive activities and projects to finance conservation activities and its equitable redistribution.

· Research on the economic valuation of biodiversity and implementation of cost-benefit analysis, to guide the allocation of resources to areas of greatest impact and serve as inputs for the negotiation of investment projects.

2. Financial mechanisms

The costs for implementing the Strategy during the first stage will remain under the current funding mechanisms, i.e. external resources, whose management has been initiated. The sources of financing and investment will be implemented in an orderly and integrated set of programs and projects related to biodiversity management, considering the defined strategy. 

However, the design and gradual implementation of a new sustainable financial model for the conservation of biodiversity are expected, through various measures such as establishing a new legal and fiscal regime to ensure that the surplus generated by the use of biodiversity products and services are reinvested in maintenance, conservation and preservation measures for natural heritage, as well as research or promotion of sustainable use.

National Conservation Finance Strategy

Bolivia Case Study

Introduction
This is a case study about the evolution of thinking in Bolivia on how to attain sustainability of their protected area network. It is an interesting story because it addresses so many elements of what is required to achieve sustainability in addition to just finances. As a country with one of the richest biodiversity heritages in the world, Bolivia also faces a great array of protected area threats ranging from mining to deforestation (400,000 Ha./yr), agriculture (including coca), and uncontrolled fires. 

Bolivia has now adopted the principle of “Parks with People”. Forty thousand people in 150 communities live in or around its 22 protected areas. Many of them are indigenous peoples.  All of them are poor and use biodiversity in one form or another to survive. The management of protected areas is recognized as an opportunity to provide additional protection to traditional lifestyles while resolving land tenure disputes and income generation issues through carefully managed participatory planning processes. A recent, broadly-consulted, National Biodiversity Strategy has selected the strengthening of the protected area system as one of its top priorities. Bolivia is also one of the only countries to have gone through the design of 2 full size GEF projects dedicated to its biodiversity and in the process has completely changed how it thinks about national environmental funds. 

I.  Background
In 1939 the first national park of Bolivia was established but it was not until 1985 that the national government assigned management responsibility to the Forestry Department. In 1992 all management of protected areas was transferred to the new National Secretariat for the Environment when the first National Environment Law was passed.  Under this new law, the Bolivian Congress established the National System of Protected Areas (SNAP) with 18 protected areas.  In 1998, the Congress created SERNAP, an autonomous Government agency, to manage SNAP under the new Ministry of Sustainable Development and Planning.

Between 1993 and 1998, the percentage of Bolivia’s territory under protected area status grew from 8% to 17% reaching a total of over 19 million hectares. Unfortunately financial support was unable to keep up.  A GEF supported Biodiversity Conservation Project was approved in 1992 and ran until 1998.  An independent IUCN evaluation was then carried out in 1998 and its recommendations were incorporated into a new GEF project designed by the World Bank and the Government of Bolivia which was approved in December of 2000. A new 15 year sustainability program is now in place with 3 phases of 5 years each.  The first phase now has commitments from all parties concerned for $46 million. Details of these efforts follow below.

II.  1st GEF Project: 1992-1998
The original GEF project approved under the GEF’s Pilot Phase in 1992 obtained co-financing from the Swiss Government.  The main goals were to a) support SNAP and its administration; b) finance 6 existing protected areas (PA) and establish 2 new ones; and c) finance alternative management of natural resources in buffer zones.  Specific objectives included PA management plans, development of a biodiversity information system, a program of control and enforcement, training of PA staff and the development of a long term funding strategy.  Most of these objectives were achieved including the establishment of citizen committees in many areas. The main weakness was financial planning and implementation. 

III.  FONAMA : a pilot national environment fund
In 1992 the government established one of the world’s first national environmental funds, FONAMA, which was intended to provide recurrent cost funding for the SNAP as a complement to the Government’s fiscal contributions.  Incorporated as a government agency, it initially reported to the President and had considerable autonomy and flexibility with which it was able to successfully fundraise from the governments of Switzerland, USA, UK and Canada. The funds were deposited in a special SNAP trust account with JP Morgan in New York.  Unfortunately, under subsequent governments, FONAMA became highly politicized and lost so much credibility, due to mismanagement and lack of transparency, that by 1997 its staff had to be dismissed.  As a result, insufficient funds were raised or spent for the SNAP, which became increasingly dependent on international donors and NGOs. Ironically while foreign funds remained available, most of them went directly to just a few selected parks for infrastructure costs.  The opportunity was missed to capitalize on FONAMA’s initial success in coordinating and motivating donors to address system-wide priorities like recurring costs. In fact, the breakdown of FONAMA led to funding delays even to parks which had money in the fiduciary account. This resulted in key staff members and park wardens having to resign. 

FONAMA has now been transformed by the government into a public intermediary between external donors and their intended objectives including brown and green issues.  For example, FONAMA has worked with the US government to create the Fundacion Puma, a private broadly focused environmental fund set up to spend the proceeds from a US government PL 480 debt for nature swap carried out under the Enterprise for the Americas Initiative.

IV.  Non-Financial Lessons Learned from 1st GEF Project

Additional factors limiting the performance of the 1st GEF project according to one independent evaluation included:

· Lack of transparency in the contracting processes

· Excessive emphasis on programs based in the capital city of La Paz

· The failure to develop a comprehensive ecotourism strategy and an entry fee policy

· The failure to adopt the Biodiversity Law which would have given the park wardens and protected areas themselves a more substantial legal mandate in the face of growing resource exploitation schemes

IUCN also conducted an independent evaluation in late 1998 and concluded that in addition to significantly increasing the number of protected areas, the project had led to the strengthening of the management capacity of national organizations, both governmental and non-governmental.  In addition the project contributed to testing innovative mechanisms such as Management Committees and Administration Agreements which permit the incorporation of local people and NGOs in the management of protected areas.  Finally, the evaluation team concluded that since the project’s problems were quite related to the broader institutional context in Bolivia at that time, the responsibility for these deficiencies should be shared and solved by both Bolivian institutions and the donor community.  The recommendations of the evaluation included the following elements for a 2nd GEF project:

· A System Plan formally adopted by the Bolivian legislative and executive branches.

· Differentiation of roles and functions of government and non-government organizations and their capacity to participate in the implementation of the System Plan and contribute to the sustainability of SERNAP.

· Putting SERNAP on a sound basis (boundary demarcation, re-categorization, zoning and derogation).

· Differentiation of jurisdiction of government agencies with responsibility for protected areas.

· A technical and administrative structure fully dedicated to the management of the project, operating in coordination with the national protected areas authority.

· A Project Steering Committee.

· An analysis of the real capacity of the national authority of protected areas to administer the GEF funds.

V.  New Bolivian Biodiversity Conservation Program: 2001-2015

As mentioned above, the major failing of the 1st GEF project was the lack of a healthy fiduciary fund and new revenue sources, such as fees, to fund the recurring annual operating costs for the SNAP amounting to about $5M per year. However the 1st GEF project also showed that establishing an effective SNAP is a long-term process requiring the gradual development of the commitment and capacity of various constituencies. If the purpose of a second program is to ensure that Bolivia’s biodiversity is to be conserved and sustainably managed through a national system of protected areas then that cannot happen with just another five year project.   This time all parties have agreed that a new, 15 year, Biodiversity Conservation Program is required made up of 3 phases, each 5 years:

· Phase I (2nd GEF project) would consolidate core functions to allow for the long-term management and sustainability of the SNAP including appropriate policies, regulations, incentive structures and institutional strengthening.

· Phase II will expand the social and economic support to the SNAP through the implementation of market-based cost recovery mechanisms and community-based, conservation-related, income-generating activities in buffer areas; it will also complete the demarcation and address land tenure issues in the protected areas.

· Phase III will strengthen the autonomous management of protected areas, including the possibility of providing concessions for their operation and maintenance to communities, NGOs and the private sector.

Phase I, which corresponds to the 2nd GEF project, aims to improve the capacity of the National Service for Protected Areas to plan, implement and monitor an effective system of protected areas including filling the gaps in representativity of ecosystems within the current protected areas.  A second goal is the consolidating of the legal and regulatory framework for protected areas and a third goal is to pilot sustainable, biodiversity-related, income-generating activities in and around protected areas.  Finally, Phase I intends to increase the financial capacity of the SNAP through a Trust Fund managed by an independent foundation (FUNDESNAP).  

 A critical piece in the preparation of this Biodiversity Conservation Program was the preparation of a detailed financial analysis of the protected areas system’s long-term financial needs and a plan to fundraise for those needs.  SERNAP has now carried out such a 10 year plan for each one of the top 20 protected areas of Bolivia.  The projected annual minimum costs per park range from $16,000 to $80,000 with an average of $41,000. Costs for the Central Parks Unit are anticipated to be about $185,000 per year.

VI.  FUNDESNAP: the new protected areas foundation
Design

Political meddling undermined one of the world’s first national environmental funds, FONAMA, which resulted in its failure to obtain even the rest of the pledges that had initially been made by international donors.  In 1999 the Park Service (SERNAP) launched a participatory process to design and create a new financial management structure just for the national system of protected areas.  A design team of more than 20 representatives from government, national and international NGOs, academic institutions, independent professionals, the private sector and donors all were invited to help determine the main features of an a new financial instrument for Bolivia’s parks.  While SERNAP played a key role in the process, it participated in the Design Team on equal terms with the other members.  The result of the design process was draft bylaws and regulations for FUNDESNAP, the Foundation for the Development of the National System of Protected Areas. Important to mention is the significant technical assistance provided by a senior consultant, Silvia Charpentier, under a grant to The Nature Conservancy from the World Bank-World Wildlife Fund Forest Alliance Program.  Ms. Charpentier visited La Paz 7 times over a 12 month period and used her background as one of Costa Rica’s chief debt negotiators and  former Executive Director to the World Bank to assist Bolivia in the discussions with bilateral donors, and World Bank staff on the terms of the 2nd GEF grant as well as the complex structuring of the legal relationship between SERNAP and FUNDESNAP.

Legal Structure

FUNDESNAP was legally created in December 1999 as a private non-profit organization under Bolivian Civil Code law and other applicable national legislation.  Its main purpose is to contribute to the development and sustainability of the SNAP through fund raising and financial management of resources aimed at implementing SNAP programs with the involvement of various sectors of Bolivian society. While FUNDESNAP is operationally linked to SERNAP, it is not subsidiary to the government nor is it a policy-making organization.  The relations between the two are governed by an agreement which clearly establishes the respective roles and responsibilities, and transparent procedures for the disbursement of SNAP funds. 

Governance

FUNDESNAP is governed by an Assembly of Founders and a Board of Directors.  The Assembly is a representative body of 9 members, 3 of which come from government agencies, 2 from the donor community, and 4 members represent the NGO community, academia, the PA management committees and the business community. The Assembly meets once a year to elect the members of the Board of Directors, approve the annual report and hear reports from the internal auditor.

FUNDESNAP’s Board of Directors is in charge of general policy and, as its maximum authority, controls, manages and represents the Foundation. The Board is composed of 7 members serving in their personal capacity.  Only one member of the Board can be a civil servant or public officer at any time with the exception of university docents.  The Executive Director is responsible for the administration, legal representation and executive operation of FUNDESNAP, and serves as the Secretary to the Board of Directors.

Initial Capitalization

FUNDESNAP has been designed to manage several accounts simultaneously including the Trust Fund (TF) for the recurrent costs of the protected areas.  As a result of the preparation of the GEF project, the Government of Bolivia agreed to transfer $4.6 million of donor funds previously managed by FONAMA to the new TF account managed by FUNDESNAP, in close coordination with the donors (Canada chose to withdraw its contribution of about $1 million in principal and accrued interest).  FONAMA has been now been transformed by the government into a public intermediary between external donors and their intended beneficiaries.  Each of the remaining original donors (US, Switzerland and the UK) will have separate sub-accounts as will the new $5.17 million GEF endowment grant but they will share a common Asset Manager and common rules for the use of these funds.  Each donor has agreed to be bound by common clauses established in the GEF-FUNDESNAP Trust Agreement through separate Memoranda of Understanding.

In addition to the TF account, FUNDESNAP can also manage other types of funds for donors who might be unable to devote resources to endowment funds, but who are willing to finance recurrent costs and/or investments in the protected areas.  In these cases, FUNDESNAP provides the administrative services and charges cost-based fees.

Annual TF income is estimated based on an investment plan of 6.5% annual net return (total return less amount re-invested to grow the fund) and additional endowment resources of $1 million per year during the 5 years of the GEF project that FUNDESNAP has pledged to raise as part of its match to the GEF project.  The recurring costs of 10 priority areas will be funded at first with other areas being added as additional funds are raised by FUNDESNAP.  An umbrella agreement between SERNAP and FUNDESNAP allows for a maximum of 10% of the annual income of the Trust Fund to be allocated for FUNDESNAP administrative expenses according to a budget submitted to its board and to the World Bank/GEF.

Disbursements to SNAP

FUNDESNAP is responsible for managing and disbursing the funds to cover SNAP programs based on an agreed annual work plan in accordance with procedures described in detail in its Operational Manual.  The park service, SERNAP, will be responsible for executing the agreed conservation programs either directly or through partner executing agents such as NGOs, local community organizations, and management committees.

VII.  Summary of GEF, Government and Donor Financing

The total project costs for the next five years is $43.69 million of which $15 million is the GEF grant ($5.17 million to the FUNDESNAP Trust Fund ).  

The Government of Bolivia 

During the preparation of this project, the Government of Bolivia committed to provide SERNAP with increased funding during 1999-2002 ($.5 million/1999; $.6 million/2000; $.7 million/2001 and $.8 million/2002).  Continuing the annual increase of $.1 million during the 5 years of the project implies a total government counterpart of $4.5 million. Revenues generated from the protected area system would provide one source estimated at $1.5 million and the remaining $3 million would come from general revenues. It is assumed that protected area revenue would be used to fund the management of individual areas while the general budget contribution would cover central unit costs.  The agreement with GEF is that 10% ($.9 million) of  all goods purchased during the project would come from Bolivian Government counterpart funding.

FUNDESNAP Endowment and Donor Disbursements

As described above, the initial endowment of $9.61 million for the protected areas trust fund will come from $5 million from the GEF grant and $4.6 million from previous donors to the FONAMA trust account.  At  a spending rate of 6.5% and assuming no disbursements in year 1 to allow the fund to begin accumulating interest, the Trust Fund is projected to disburse a total of $2.29 million over the final 4 years of the project.  The non-endowment portion of the GEF grant of $9.8 million will be spent on protected areas in declining amounts: 85% in year 1; 70% in years 2 and 3; and 40% in years 4 and 5. FUNDESNAP and Government of Bolivia funds will make up the difference: FUNDESNAP with 30% in years 2 and 3 and 50% in years 4 and 5; Government of Bolivia with 15% in year 1 and 10% in years 4 and 5.

Parallel Financing

Significant additional financing has been committed by bilateral donors and NGOs.  The Netherlands will provide $5.37 million over the five years for both recurring and investment costs, approximately 80% for individual protected areas and 20% for central office costs. Germany has committed $11.37 million from GTZ and KfW for programs in natural resource management, buffer zone communities, land titling and other consolidation activities.

Sources:
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