2000
New Zealand
 provided a case study on incentives that work. In 1990 the Government set up an independent contestable fund — the Forest Heritage Fund (now the Nature Heritage Fund) — to protect indigenous forests and associated ecosystems on private land. Another similar fund — Nga Whenua Rahui — was established for the same purpose, but with a focus on Maori-owned land.

Now, ten years down the track, 236 740 hectares of privately owned native forests have been formally protected through acquisition, covenants, kawenata and Maori reservations; most have been fenced. Much of this land would have otherwise been logged, cleared or further browsed, with a loss of important natural habitats. Recently both funds were broadened in scope to include ecosystems other than forests, such as wetlands, dune environments and tussocklands. The new name — Nature Heritage Fund — reflects this shift (Nga Whenua Rahui retains its name).

Nga Whenua Rahui is distinct from the Nature Heritage Fund in that it is geared towards Maori landowners retaining tino rangatiratanga (ownership and control) of their land while protecting indigenous forests and other ecosystems.

A recent example of Nga Whenua Rahui helping to secure a prize piece of New Zealand’s biodiversity jigsaw is an area near Whangaruru harbour in Northland. The 167 hectares of mixed virgin and regenerating coastal broadleaf forest feature a large freshwater wetland, a rarity on this coast. The area is home to the North Island brown kiwi and pateke (brown teal), both threatened species. As part of its active kaitiaki role, the managing Whanau Trust hopes to create and sustain a viable breeding population of pateke on the wetland. Nga Whenua Rahui has formally protected the area using a kawenata (or covenant) and has assisted with fencing and clearing pateke landing areas within the wetland.

Despite the success of Nga Whenua Rahui and the Nature Heritage Fund in securing areas, these funds do not currently cover ongoing pest control to maintain the ecosystems and habitats leaving these costs to landowners where areas are covenanted.

New Zealand planned to:

· identify and remove legislative and other barriers to local authorities using economic incentives (such as rate relief and financial contributions for costs), and investigate new joint national and regional/local funding mechanisms to encourage and support the protection of ecosystems and habitats important for indigenous biodiversity on private land. Key players: MfE*, DIA, LGNZ, LAs, QEII, landowners, iwi/hapu, NGOs.

· Support, and where necessary develop, joint national and regional/local incentive mechanisms for protecting scarce and under-represented freshwater bodies and their surrounding areas on private land, and provide support to landowners to maintain the biodiversity values of these areas.  Key players: DoC*, MfE, LAs, iwi/hapu, primary production sector, land managers, community groups, QEII Trust.

2001

New Zealand
 reported that almost all commercial use of protected areas and biodiversity is subject to cost recovery charges, and commercial users of protected areas also pay resource rentals. Money received is used for biodiversity management. Details on levels of funding from these sources (for central government) can be found in the annual reports of the relevant government agencies.

New Zealand has in place a comprehensive legislative framework for biodiversity.  This reflects social and cultural values, and makes property rights for biodiversity clear.  Perverse incentives have been progressively identified and removed over the last 25 years, and biodiversity is considered in changes to economic, regulatory and other systems. Ethical views and peer pressure are major incentives in New Zealand, and public education and awareness programmes are therefore highly significant contributors to this element (see our case study).
New Zealand reported that central government policy continues to be progressed in freshwater, marine and biosecurity in order to protect biodiversity values.

Land protection mechanisms, including government buy backs, Queen Elizabeth II covenants, Nga Whenua Rãhui (funds specific to the protection of M​aori-owned land), the Nature Heritage Fund, the Biodiversity Condition and Advice Funds, and the promulgation of new reserves, continue to be utilised to protect public and private land as appropriate.

New marine reserves and other fisheries restrictions have been put in place in the marine area. The latter includes closure of a large part of New Zealand’s EEZ to trawling and dredging, and the establishment of several mãtaitai: non-commercial fishing areas that are managed by local Mãori. 

Further effort is needed to increase the range of ecosystems protected, with priority given to threatened lowland and wetland ecosystems.

Research is being directed at identi1ving appropriate economic valuation instruments to ensure that biodiversity is balanced against other societal goals. Progress continues to be slow due to the difficulties associated with costing complex ecosystems and ecosystem services.

The Marine Protected Areas Policy acknowledges the cost of MPAs to fishers by having an underpinning principle that impacts on existing users should be minimised when choosing habitats for protection.

The social and economic impact is considered by community fora that make recommendations for new MPAs, and such assessments also form part of the legislative considerations when establishing marine reserves and other closures under the Fisheries Act.
2007
In New Zealand
, tax exemptions are currently in place for donations to charitable trusts. Relatively recent changes to New Zealand's tax laws provide scope for tax deductions for environmental expenditure. Businesses can direct some of their tax payments into a voluntary site restoration fund from which they can apply for funds to help pay for future site restoration and monitoring, thus reducing the overall cost to the business while encouraging environmental improvements. For example, tax deductions are available for wide-ranging environmental expenditure, such as site restoration and large-scale riparian planting, and for costs incurred in investigating and testing options to avoid, remedy or mitigate the discharge of contaminants, and for environmental monitoring.

New Zealand reported that legislation is the main policy measure used to achieve environmental outcomes and address environmental concerns. The two nationwide overarching pieces of legislation are: the Resource Management Act (RMA) 1991 and the Hazardous Substances and New Organisms Act (HSNO) 1996.  

The RMA brings together laws that govern land, air and water, encompassing an ecosystem approach to environmental management.  The key themes of the RMA are : sustaining the potential of natural and physical resources; safeguarding the life-supporting capacity of air, water, soil and ecosystems; and avoiding, remedying or mitigating any adverse effects on the environment.  

The HSNO Act aims to protect the environment by preventing and managing the adverse effects of hazardous substances, including pesticides and new organisms, as well as any animal, plant or microbe that is not currently present in New Zealand.  Both the RMA and HSNO Act are implemented by New Zealand’s 74 territorial local authorities, which charge users in order to recover costs associated with programmes and applications.  

There is also a range of other pieces of legislation that deal with specific aspects of environmental management in New Zealand, such as the Wildlife Act 1953 and the Conservation Act 1987. 

New Zealand’s main budgetary expenditure is on inspection and control measures.  Because of New Zealand’s status as an isolated nation, it relies heavily on its biosecurity programmes to protect its environment: measures are taken to prevent the entry and establishment of new pests and diseases, and effectively manage those pests and diseases that are already present.  Cost recovery is used to recoup government expenditure on certain aspects of biosecurity management, including pest management.

Other important measures used by New Zealand to meet its policy objectives are technical assistance and extension, community-based measures, and research.

New Zealand’s domestic policy does not support the implementation of production or trade-distorting subsidies.  New Zealand has, however, established a number of funds to encourage the conservation and sustainable use of biodiversity, all of which are contestable funds.  These include:

The Nature Heritage Fund - The purpose of the fund is to protect indigenous ecosystems that represent the full range of natural diversity originally present in the New Zealand landscape by providing incentives for voluntary conservation. 

Nga Whenua Rahui - To provide funding to protect indigenous ecosystems on Maori land that represent the full range of natural diversity originally present in the landscape by providing incentives for voluntary conservation.

The Biodiversity Advice Fund - The Biodiversity Advice Fund focuses on information and advice to land managers. It funds projects which inspire landholders or groups to better protect indigenous species on their land, such as workshops, field-days, and publications.

The Biodiversity Condition Fund - The Biodiversity Condition Fund aims to improve and maintain the condition of areas of indigenous vegetation, species and habitats. The fund seeks to broaden community effort in the management of indigenous biodiversity. Suitable projects may include fencing or pest control on private land.

The Queen Elizabeth II National Trust  (QEII)– QEII enables landowners to protect special features on their land through its open space covenants. QEII offers expertise in legal protection; expertise in monitoring programmes; field representatives working with landowners; an independent relationship with landowners; and a reputation of trust, respect and partnership with landowners.

Sustainable Management Fund – The Sustainable Management Fund provides support for good ideas to improve environmental management.  The priority for the Fund is developing and applying sustainable management methods and encouraging the transfer of information and technology from technical experts to the whole community, including farmers.  

Sustainable Farming Fund – The Sustainable Farming Fund is a contestable fund set up to support community-driven programmes aimed at improving the financial and environmental performance of the land-based sectors.  Projects must seek to address a need that is identified by a community of interest.  

Soil Conservation Cost Share Programmes – A minority of regional councils provide cost sharing for some conservation activities agreed upon as part of a property environmental plan.

Contestable Water Fund  - Grants are provided by government to facilitate community involvement in investigations aimed at improving knowledge and providing information on water resources; development of strategies for water supply projects that improve the allocation and reallocation of water resources; and feasibility studies into water resources that lead to better use and allocation.

Landcare  Groups - The Landcare Trust fosters sustainable land management and biodiversity initiatives by working with community groups around the country to address local resource management issues.

East Coast Forestry Project – The project invites landholders to tender for grants for approved erosion control treatments on eligible target land. 

Regional Planning, Monitoring and Enforcement - Regional councils address a variety of environmental issues through regulations, including water allocation, water quality, air quality, vegetation clearance and others.  Regulations are usually preceded by a considerable investment in research and public consultation. Councils have traditionally financed these activities through general property taxes called "rates", although a large proportion of these costs is now being recovered through user-charges on services provided by councils. 

Regional Council Extension Activities - Regional councils provide technical advice on soil conservation and other environmental issues.  

Foundation for Research, Science and Technology - Most agri‑environmental research (approximately 90 percent) sponsored by central government has been funded through the Public Good Science Fund (PGSF) which is administered by the Foundation for Research and Science Technology (FRST). Under this system, FRST calls for research propositions from research providers and subsequently allocates funding based on set criteria.

The two overarching pieces of legislation employed to achieve environmental outcomes and address environmental concerns are the Resource Management Act (RMA) 1991 and the Hazardous Substances and New Organisms Act (HSNO) 1996.  Both pieces of legislation require decision-makers to take into account both market and non-market values of the environment, including the values of biological diversity.

The purpose of the RMA is to promote the sustainable management of natural and physical resources.  This is defined as “managing the use, development and protection of natural and physical resources in a way, or at a rate, which enables people and communities to provide for their social, economic and cultural wellbeing and for their health; sustaining the potential of natural and physical resources (excluding minerals) to meet the reasonably foreseeable needs of future generations; safeguarding the life-supporting capacity of air, water, soil and ecosystems; and avoiding, remedying, or mitigating any adverse effects of activities on the environment”.

Under the RMA, all persons exercising functions and powers under the Act in relation to managing the use, development, and protection of natural and physical resources, shall recognise and provide for the following matters of national importance:  

The preservation of the natural character of the coastal environment (including the coastal marine area), wetlands, and lakes and rivers and their margins, and the protection of them from inappropriate subdivision, use, and development

The protection of outstanding natural features and landscapes from inappropriate subdivision, use, and development

The protection of areas of significant indigenous vegetation and significant habitats of indigenous fauna

The maintenance and enhancement of public access to and along the coastal marine area, lakes, and rivers

The relationship of Maori and their culture and traditions with their ancestral lands, water, sites, waahi tapu, and other taonga

The protection of historic heritage from inappropriate subdivision, use, and development

The protection of recognised customary activities.

In addition, all persons exercising functions and powers under the RMA, need also to have particular regard to a range of other matters such as :

Kaitiakitanga:

The ethic of stewardship

The efficient use and development of natural and physical resources

the efficiency of the end use of energy

The maintenance and enhancement of amenity values

The intrinsic values of ecosystems

The maintenance and enhancement of the quality of the environment

Any finite characteristics of natural and physical resources

The protection of the habitat of trout and salmon

The effects of climate change

The benefits to be derived from the use and development of renewable energy. 

They must also, in achieving the purposes of the RMA, take into account the principles of the Treaty of Waitangi (Te Tiriti o Waitangi).

In terms of the HSNO Act (whose overall purpose is to protect the environment and the health and safety of people and communities by preventing, or managing, the adverse effects of hazardous substances and new organisms) all persons exercising functions, powers and duties under the Act are required to take into account the need for caution in managing the adverse effects where there is a scientific and technical uncertainty about those effects.  Consideration is given to the need to balance the anticipated advantages of any new organism, while ensuring an appropriate level of caution is applied in relation to the potential risks the organism may present, not only to the environment, but also the health, safety, social, cultural and economic wellbeing of people and communities.

In addition, other specific regulations also contain a similar mix of market and non-market values that need to be taken into account by decision-makers.

In New Zealand’s response to question 83 above, we noted that some activities are cost recovered from users of services as part of a market-based approach.  The examples given were in regard to biosecurity control measures and processes associated with the HSNO Act.   Even in such cases, however,  the government does not charge for those aspects of these services that it regards as being in the public good – that is, services that manage and protect those values considered important by New Zealand society, including the non-market values of the environment.  

Many of the contestable funds described in the response to question 83 also use a mixture of market and non-market values as part their selection criteria. 

There is also research currently being undertaken to better define the value of the ecosystem services that biodiversity delivers, including specific work by the Department of Conservation. 

Finally, consultation with the public is integral during the development of laws, regulatory mechanisms and policy measures.  There are strict requirements for public consultation set out by the Legislative Advisory Committee and by the State Services Commission.  Such consultation is a means to ensure that particular values of biodiversity are considered in the development of incentive measures. 

These requirements for public consultation have also resulted in the development of a range of accords and agreements with industry, and a range of other programmes are in place, aimed at reducing harm to, and promoting, biological diversity.  For example, the New Zealand Forest Accord 1991 – signed in 1991 -  is an agreement between non-governmental forest industry and environmental organisation representatives.  The Accord also recognises the important heritage values of indigenous forests and the need for their conservation, maintenance and enhancement.  The Accord recognises the role of commercial planted forests and the need for the protection and conservation of indigenous forests, and in particular, it recognises the principle that existing areas of indigenous forest should be maintained and enhanced.  It sets protocols and defined limits for planted forest establishment in indigenous forest areas.  The Accord also recognises the scope for the sustainable management of indigenous forests to allow for the harvesting of timber for production of added-value solid wood products in New Zealand.

Another example is the Clean Streams Accord which focuses on reducing the impacts of dairying on the quality of New Zealand streams, rivers, lakes, ground water and wetlands.  The Accord was signed between the Fonterra Co-operative Group, regional councils, local councils, the Ministry for the Environment and the Ministry of Agriculture and Forestry.  This Accord has been implemented through regional action plans.

New Zealand domestic policy does not support the implementation of production or trade-distorting subsidies.  Therefore, many of the perverse incentives that could affect New Zealand’s ability to conserve and sustain biological diversity are not present.

As noted in New Zealand’s response to question 83 above, one of the overarching pieces of regulation in New Zealand for environmental management is the Resource Management Act (RMA).  The Act empowers regional councils to make decisions on resource management issues (water, soil, biodiversity, etc) and issue consents for permitted activities.  There is a specified process under the RMA that requires regional councils to develop regional plans to deal with resource management issues in their region on a regular basis.  In addition, regional councils enforce these plans and have a programme of monitoring the effects of activities on the environment as a whole.  In this way, any issues arising from perverse incentives are picked up, managed and neutralized.  

A key feature of the RMA is the enforcement provisions that are available to regional councils under Part XII of the Act.  The range of formal enforcement measures include: abatement notices and infringement notices, which are the lowest level enforcement mechanisms, and prosecution, which is the highest level mechanism. The mechanisms can be used where an offence has been committed. Some other mechanisms can also be used where an offence is likely to be committed, or an activity is likely to have an adverse effect on the environment.  In addition, there are informal enforcement mechanisms, including education and discussion with potential offenders.  
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