Georgia
Georgia’s planning document
 contained a strategic goal (H) to ensure appropriate financial and economic programmes are in place in order to support effective conservation of biodiversity, and to ensure the delivery of the BSAP, with the following specific objectives:

· To formulate an indicative economic plan for biodiversity conservation, based on international experience, and ensuring regional and local application

· To bring the budget law and tax law in line with environmental legislation of Georgia, to ensure economic mechanisms such as environmental insurance and eco-labelling are introduced, and that environmentally friendly technologies are promoted.

· To create additional financial mechanisms to promote biodiversity conservation (taking into account the risk factors facing protected areas, the need for insurance mechanisms to indemnify financial risks, and the opportunity for cross-sectoral debate between state crediting institutions and ministries.

· To take into consideration the main aspects of biodiversity conservation when formulating economic policies. 

· To assess and value biodiversity in protected areas using new methods and techniques.

· To create sustainable economic mechanisms for the conservation of biodiversity.

· To provide economic incentives for low-waste production methods and for waste treatment.

Activities included:

· Collect data necessary for the valuation of biodiversity (including opinion surveys with key stakeholders, identification of primary risk factors and use of internationally accepted methods)

· Evaluate the economic structure using macroeconomic and sector-specific strategies

· Study the impact of economic policies and economic activities on biodiversity

· Identify and estimate the benefit to major sectors of products and services derived from biodiversity and analyse its use

· Conduct economic assessment of the consequences of the loss of biodiversity 

· Estimate financial needs for biodiversity conservation based on valuation assessments

· Plan for biodiversity conservation management based on economic indicators 
Financial planning
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3.8 Financial and Economic Programmes

Prior to 1990, environmental economics fell within the scope of the one-year and five-year plans drawn up by the State Planning Committee of Georgia. Between 1976 and 1980 Georgia spent a total of 250.1 million roubles (1976 to 1980) of government funds on activities designed to protect the environment and to ensure management and rational use of natural resources. In the years 1981 to 1984 the equivalent expenditure was 194.1 million roubles. Thus, environmental protection was financed from the central budget taking into account such parameters as:

1 The area of protected territories;

2 The approximate number of protected species;

3 The approximate number of personnel;

4 Personnel professional education and qualifications.

This system was grounded in, and regulated by, the state legislation and regulations that interpreted the law, and the public demonstrated little real interest in the protection of environment. Due to gaps in the legislation (such as restrictions and regulations on industrial activities) significant environmental pollution was produced by industry, without any limits such as emission or pollution charges.

Current legislative basis for finance

Despite the many problems confronting the country in the period of its transition to a market economy, the Government of Georgia has strived to introduce environmental policies. The 1996-2000 Indicative Plan for the Socio-Economic Development of Georgia laid down the foundations of environmental policy, and this were later reflected in the Law on Environmental Protection. The basic principles of the law include:

1 The principle of risk reduction;

2 The principle of sustainability;

3 The principle of priority identification;

4 The need for user fees;

5 The principle of “polluter pays”;

6 The principle of waste minimisation;

7 The need for public participation in the decision-making.

However, the Law on Environmental Protection lacks any firm financial basis, and makes provisions for economic mechanisms that do not yet exist in Georgia, such as: mandatory environmental insurance for projects involving particularly hazardous activities; application of economic incentives for environmentally friendly activities;and eco-labelling. So far there has been no enforcement of the provisions contained in Article 17 of the law - namely, the requirement for mandatory environmental insurance for projects involving hazardous activities. 

The income from these insurance contributions is earmarked for the costs associated with the prevention of, or clear up after, environmental accidents and/or disasters. Given the local situation in Georgia, and experiences related to insurance in recent years, it is considered necessary to establish a state company for compulsory environmental insurance that will implement measures designed to mitigate and prevent environmental damage.

Furthermore, at present few efforts have been made to assess the economic value of biological diversity in Georgia, and to express its usefulness in financial terms, which will be necessary to underlie appropriate pricing for environmental services and damage.

Summary of specific problems relating to financial and economic programmes

8.1 Financial mechanisms exist to manage environmental issues in Georgia; however these mechanisms have not been implemented to date;

8.2 There is a lack of experience of environmental management

8.3 Georgian enterprises do not address environmental issues

8.4 Georgia fails to apply international environmental standards, and few enterprises work to ISO 14000 standard (environmental management certificate) or to ISO 14001 standard (Environmental management systems, requirements and oversight);

8.5 The economic value of biological diversity, the costs for biodiversity compensation and relevant rates for user groups have not been calculated and established;

8.6 The lack of an integrated information network on biodiversity conservation makes souring relevant information expensive;

8.7 The real values of biodiversity (and possible costs of damage to the resource base) are not taken into account in determining taxes on natural resource use, resulting in unsustainable use of natural resources and under-valuation;

8.8 The current pollution charging system does not consider costs associated with damage to biodiversity;

8.9 The penalties established under the law “On Changes and Amendments to the Code if Administrative Offences, Criminal Code and Code of Criminal Procedures of Georgia” are too low to provide a real deterrent (particularly for category 1 and 2 offences) and do not reflect the current economic realties and real costs of damage.
Strategic goals

H. To ensure appropriate financial and economic programmes are in place in order to support effective conservation of biodiversity, and to ensure the delivery of the BSAP.

Specific objectives

• To formulate an indicative economic plan for biodiversity conservation, based on international experience, and ensuring regional and local application

• To bring the budget law and tax law in line with environmental legislation of Georgia, to ensure economic mechanisms such as environmental insurance and eco-labelling are introduced, and that environmentally friendly technologies are promoted.

• To create additional financial mechanisms to promote biodiversity conservation (taking into account the risk factors facing protected areas, the need for insurance mechanisms to indemnify financial risks, and the opportunity for cross-sectoral debate between state crediting institutions and ministries.

• To take into consideration the main aspects of biodiversity conservation when formulating economic policies. To assess and value biodiversity in protected areas using new methods and techniques.

• To create sustainable economic mechanisms for the conservation of biodiversity.

• To provide economic incentives for low-waste production methods and for waste treatment.

Activities:

H1 Collect data necessary for the valuation of biodiversity (including opinion surveys with key stakeholders, identification of primary risk factors and use of internationally accepted methods)

H2 Evaluate the economic structure using macroeconomic and sector-specific strategies

H3 Study the impact of economic policies and economic activities on biodiversity

H4 Identify and estimate the benefit to major sectors of products and services derived from biodiversity and analyse its use

H5 Conduct economic assessment of the consequences of the loss of biodiversity 

H6 Estimate financial needs for biodiversity conservation based on valuation assessments

H7 Plan for biodiversity conservation management based on economic indicators
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National and International Resources to Implement NBSAP

The national budget of Georgia includes funds for the development of the protected areas system, the administration of biodiversity protection and biological resource use and the scientific research of biodiversity. In contrast with many central and eastern European countries, purpose-specific environmental funds not financed from the state budget do not function in Georgia. Purpose-specific programs aimed to implement NBSAP have not been financed from the budget and financial tools which could improve revenue for the use of biodiversity components or indemnify inflicted damage through reinvestment in biodiversity conservation, are not in place. The only example of such mechanisms in Georgia is the Fund for the Development of Kolkheti Protected Areas, established due to mitigate the impacts on wetland habitats from the construction of an oil terminal.

Biodiversity protection and sustainable use initiatives, then, are financed mainly from external sources such as those provided by international financial institutions. The greatest share of external financing of biodiversity projects carried out in Georgia comes from GEF. The role of GEF in the development and capacity building of Georgia’s protected areas system is especially notable as it has provided funding for; the development of NBSAP, an assessment of national capacities to fulfil the requirements of the CBD (including the preparation of the national report), the development of the protected areas system and the conservation and restoration of agro-biodiversity. Since 1996 Georgia has received nearly 13 million USD from GEF.

At a regional scale, the Trust Fund of Protected Areas for Armenia, Azerbaijan and Georgia was established with the initiative of BMZ/KfW, CI and WWF in March, 2006. The Trust Fund started functioning by the end of 2009 and will cover about 50% of the expenses of the protected areas in these three countries.

Both Germany’s Federal Ministry for Economic Cooperation and Development (BMZ) and its development bank, KfW, support the development of the protected areas in Georgia (supporting the management of Borjomi-Kharagauli National Park and the establishment of protected territories on the Javakheti upland) and trans-boundary cooperation.

In addition, the German Technical Cooperation (GTZ) has been active in the region, looking at the Sustainable Management of Natural Resources in South Caucasus, since 2008. The main goal of this project is to integrate the economically effective and sustainable use of natural resources in both state and private sectors. An investment of 6.5 million Euros is planned for the first stage of implementation.

Norway’s government supports Mtirala National Park and Chachuna and Iori Managed Reserves as well as builds systemic capacity for the protected areas system as a whole and the development of NBSAP. 

The USA’s Department of the Interior also aids the development of protected areas in Georgia through capacity building and supported the development of Tbilisi National Park.

The European Commission and European Counsel support the discovery of important sites for biodiversity conservation for inclusion in the Emerald Network. They also finance other initiatives, including a relatively large-scale project focusing on human-wildlife conflict in south-eastern Georgia.

Aid from the Japan Social Development Fund (JSDF) focused on villages adjacent to Kolkheti National Park and supported the development of infrastructure projects, discovery of alternative income sources and the raising of public awareness to reduce pressure on the resources of the national park.

The MAVA Foundation’s current project, Protected Territories in Caucasus Eco-Region 2012, supports the introduction of the CBD working program on protected areas in Caucasus Eco-Region.

The Critical Ecosystem Partnership Fund (CEPF) spearheads significant investments (up to 8.5 million USD) for the conservation of biodiversity in the Caucasus eco-region. The Fund is the joint initiative of Conservation International, the Global Environmental Facility, the Japanese government, the MacArthur Foundation and the World Bank.

A significant role in the implementation of NBSAP activities is played by a wide variety of international and national NGOs including: WWF Caucasus; the IUCN Programme Office for the Southern Caucasus; the Regional Environmental Centre of the Caucasus (REC Caucasus); the Centre for Species Conservation (NACRES); the Centre for Nature Conservation of Georgia (GCCW); the Field Researchers Union (CAMPESTER); Elkana and the Caucasus Environmental NGO Network (CENN).

It should be noted that BP and its partner companies (BTC Co and SCP) initiated an Environmental Investment Program (EIP) which has supported the development of Ktsia-Tabatskhuri Managed Reserve and the preparation of conservation management plans for endangered species (the brown bear and Caucasian grouse). BP and its partner companies also run an annual grant-giving program for the support of biodiversity conservation.
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