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On behalf of the BIOFIN Rwanda team, I am pleased to present this Biodiversity Finance Plan.   It is the fourth in a series of reports that have been prepared as part of the BIOFIN initiative.  The BIOFIN initiative has the objective of supporting efforts to identify ways to finance ecosystem management and biodiversity conservation in order to achieve the Government of Rwanda’s biodiversity goals and targets.  

Biodiversity protection and conservation plays a crucial role in ensuring that the country’s natural capital is preserved and maintained and contributes to overall sustainable development.  Previous BIOFIN reports reviewed policies and the role of various institutions in ecosystem management and biodiversity conservation (PIR), current spending patterns and investments on Biodiversity by the Rwandan government and other partners (Biodiversity Expenditure Review) and estimated costs of fully funding  Rwanda’s biodiversity goals and targets as found in the National Biodiversity Strategy and Action Plan (Financial Needs Assessment). This report focuses on laying out a strategy to fill the shortfall between current spending and the estimated funding requirements including policy and institutional features that provide support to effectively address the finance gaps.

This report also places considerable emphasis on recognizing inter-linkages found within Rwanda’s national vision to promote sustainable economic development, reduce poverty, protect the environment, and become a middle-income country by 2035.

It is hoped that this report will stimulate discussion and debate among Rwanda policy-makers and thought-leaders about the means for restoring and protecting Rwanda’s biodiversity while achieving  our country’s  goal of sustainable and equitable economic and social development.




Coletha U. Ruhamya
Director General
Rwanda Environment Management Authority
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Rwanda is heavily dependent upon its land, water, and biological resources. Over two-thirds of the population engage in agriculture, forestry, and tourism for income and food security. Agriculture accounts for approximately one-third of Rwanda’s GDP, and around one-half of power generation comes from small-scale hydropower. Tourism in Rwanda generated 438 million USD in 2017 (RDB, 2017), largely attributable to Rwanda’s rich and diverse biodiversity contained within its national parks. These sectors provide jobs and income for a majority of Rwanda’s population.

Increased human pressures, however, have led to landscape degradation and biodiversity loss.  The high dependence on biomass for fuel, for instance, has led to a fuelwood deficit estimated at 4.3 million tonnes in 2017 (RWFA, 2017). Agricultural intensification has resulted in the loss of natural forestlands and wetlands, and compromised water quality, resulting in biodiversity loss.  Increases in tourism to Rwanda’s national park, although beneficial in the revenue it generates, exposes protected areas to additional human-induced pressures.  In addition to these growing pressures, climate change and the introduction of invasive species is exacerbating habitat loss and degradation. Rising temperatures and variable rainfall patterns reduce the ability of ecosystems to provide the services humans and biodiversity rely on. Conserving, maintaining, and rehabilitating natural landscapes is critical to both restore the services ecosystems provide and increase their resilience to climate change impacts. 

As signatory to the UN Convention on Biological Diversity (CBD), Rwanda has established a National Biodiversity Strategy and Action Plan (NBSAP) in order to achieve national biodiversity targets.  The NBSAP was developed to guide planning in Rwanda related to biodiversity that achieve the goals and targets agreed to under the CBD. The main objectives of the plan are to a) improve environmental sustainability of natural ecosystems and the biodiversity they support, b) restore and stabilize degraded ecosystems, c) establish appropriate frameworks for access to genetic resources and equitable sharing of their benefits, and d) improve policy, legal and institutional framework for a better management and conservation of the nation’s biodiversity. 

This Biodiversity Finance Plan (the Plan) has been developed to enable Rwanda to achieve its biodiversity goals and targets through a suite of finance solutions aimed at improving the financing of biodiversity management.  The Plan is built upon a suite of initiatives and institutions aimed at improving the status of biodiversity in Rwanda, and blends short and long term solutions to secure increased resources for its protection.  The finance solutions are targeted at:

· Generating additional funding from new and existing sources
· Deliver better biodiversity outcomes from existing expenditures
· Realign current expenditures that may have harmful biodiversity impacts
· Avoid the need for future biodiversity expenditures 

These finance solutions will not only contribute towards improved biodiversity protection in Rwanda, but also aligns with Rwanda’s sustainable development and green growth objectives.  The suite of finance solutions included in the Plan is a result of broad consultation with stakeholders engaged in biodiversity conservation in Rwanda, and is based on a rigorous prioritization process.  Technical proposals were then designed to provide the context, business case, anticipated financial results (where possible) and next steps for implementation.  Implementation will require collaboration from a number of public, private, and civil society institutions. As biodiversity is a ‘cross-cutting’ issue, it is imperative that all sectors play a role in implementing these finance solutions and improving biodiversity outcomes. 

This Plan is justified by the clear evidence of Rwanda’s dependencies on biodiversity, and the social and economic value derived from the ecosystem services it supports.  These ‘public goods’ warrant both public investments in their protection, but also private-sector investments that can provide sustainable livelihoods and generate the revenue needed to ensure their protection and sustainable management. As can be seen, there is overlap between the instruments that can be used to implement the various finance solutions, and outcomes from implementing one finance solution may ‘spill over’ into other biodiversity objectives. For instance, improving biodiversity information systems will not only enable better decision-making in general, it could also be used as a specific tool to develop business plans for wetland development, or provide metrics to measure biodiversity performance.[footnoteRef:1] A Biodiversity Conservation Basket within the National Fund for the Environment (FONERWA) could be both a vehicle to attract international investments in conservation projects, and a pipeline to channel recurring private sector payments (e.g. natural resource user fees, concession fees, guarantees) to private landowners interested in generating ‘credits’ for biodiversity outcomes (e.g. payments for ecosystem service schemes).  This funding window could also offer special lines of credit for biodiversity-friendly enterprises. Therefore, this Plan should be viewed as a flexible mechanism to achieve biodiversity outcomes that can be modified to meet the changing needs of biodiversity as Rwanda’s economy grows.  [1:  For instance, through the environment and natural resource sector’s results-based monitoring and evaluation system. ] 

[bookmark: _Toc4405891]Figure 1 Biodiversity Expenditures by Source of Financing

[image: ]The  objective of this Plan is not only to attract international investments in biodiversity, but more importantly mobilize sustainable domestic resources to ensure Rwanda is adequately investing in the natural capital it’s economy and people so heavily depend upon.  As identified through the Biodiversity Expenditure Review (2017), external sources of funds account for between 40-70% of biodiversity expenditures in Rwanda every year (see Figure 1). This heavy dependence on external financing creates uncertainty in securing the future financing needs for biodiversity. Therefore, many of these finance solutions are targeted towards mobilizing domestic resources. The Plan leverages the strong policies and institutions already in place in Rwanda, and builds on existing initiatives currently underway to address Rwanda’s transition to a climate-resilient, green economy. 

Proposed Finance Solutions 

The eight finance solutions included in this Biodiversity Finance Plan are summarized as follows:

A. Introduce a Biodiversity Conservation Basket within Rwanda’s National Fund for the Environment (FONERWA)

Establishing a Biodiversity Conservation Window within Rwanda’s National Fund for the Environment (FONERWA) could attract a variety of funders, including public, private and civil society institutions to channel dedicated funds for conservation through an earmarked window.. Specifically, the finance solution will help streamline and attract domestic and international sources of finance to support conservation investments and in the process reduce transaction costs to increase conservation benefits. 

The Biodiversity Conservation Basket could be used to channel financial resources from a range of domestic and international sources.  The basket could act as a grant-making arm to biodiversity projects, and as a loan facility to biodiversity-friendly enterprises. Benefiting from Rwanda’s established fund FONERWA, this specific financing window for biodiversity conservation could be created relatively easily, and could grow and evolve over time.  Initially, the Basket could be used to direct a portion of investments towards targeted biodiversity initiatives, and later could operate as a revolving fund for natural resource user fees to purchase ecosystem service ‘credits’ through a payment for ecosystem service scheme. The Basket could also channel resources from environmental fine collection back to districts, incentivizing the enforcement of environmental laws. Funds could also come from the bioprospecting process, where access and benefit sharing of genetic resources and associated traditional knowledge involves monetary benefits. A number of other proposed finance solutions can leverage this proposed Conservation Fund to target financial resources towards biodiversity (see finance solutions 5.1.2, 5.1.3, 5.1.5, and 5.1.8).  

[bookmark: _Toc4405892]Figure 2 Financing pathways of the Biodiversity Conservation Basket
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B. Improve efficiency and effectiveness of  environmental fees and fines 

This solution addresses environmental fee, fine and penalty collection generated from the Environment and Natural Resource Sector, which includes environment, water resources, forestry and mining. This finance solution will generate more funds for biodiversity through improved enforcement, collection, and utilization of environmental fees, fines, and penalties, while strengthen the effectiveness of the regulatory environment which will ultimately improve ecosystem and biodiversity conservation goals. This has significant socio-economic benefits that derive from increased productivity of sectors like agriculture, forestry and integrated water resources management which are underpinned by healthy and functioning ecosystems and biodiversity.  Enhancing levels of domestic financing will catalyze both public and private external resources and thus ensure predictable and sustainable financing aimed at promoting Rwanda’s biodiversity protection and management. 

C. Water User Fees for Catchment Management

The objective of this finance solution is to secure the financial resources necessary for effective water catchment management. Rwanda is currently phasing in a water user permit system, which will impose one-time permit fees plus annual water user fees based on the type of activity (e.g. water supply, irrigation, hydropower). A draft Ministerial Order establishes a list of activities and installations subject to a water use permit, with annual water use fees based on either production capacity (e.g. for water supply), minerals extracted (e.g. for mining), or area of land (e.g. irrigation and aquaculture).  This finance solution is two-fold: one is to propose a reform to the existing water user fee structure, as determined in the draft Ministerial Order; and secondly to channel a portion of funds from the water user fee towards catchment management, particularly in sensitive hydrological ecosystem such as wetlands.  It is mandated in the draft Ministerial Order that fees collected shall be paid to FONERWA, but in order to ensure these resources are directed towards catchment management, a portion of these fees could be more narrowly channeled into the proposed Biodiversity Conservation Basket through a revolving funding window, the creation of which is another proposed finance solution in this Plan (see Section A). 

D. Enabling Sustainable Business Development for Selected Wetlands

This finance solution intends to develop business plans and pilot business cases for selected wetlands in Rwanda in order to create an enabling environment for the sustainable development of wetlands for ecotourism and biodiversity-friendly enterprises such as handicrafts, fisheries, and sustainable agriculture.  Wetlands offer recreational opportunities in urban and rural areas, and enhance the well-being of neighboring communities.  The development of recreational infrastructure will require careful planning and design to ensure the ecological integrity of the wetlands remains intact. Wetlands also offer valuable natural resources that could support enterprise development. This finance solution will develop a suite of business plans for selected wetlands by thorough analysis and design of a strategy to promote the preservation of wetland areas through business use.  These business plans will take into account national biodiversity assessments to determine the suitable use for development and eco-tourism[footnoteRef:2]. [2:  This finance solution will depend on engagement from government and non-government (e.g.ARCOS) entities currently engaged in wetland assessments, which will inform management and decision-making in wetland ecosystems. ] 


E. Promote biodiversity-friendly enterprises in the transition to a green economy

This solution will accelerate the transition to a green economy by incentivizing and supporting businesses to adopt sustainable practices and attracting investments in new conservation enterprises. This finance solution is meant to accelerate the number of investment-grade green business start-ups and incubator/accelerators opportunities, especially among young Rwanda entrepreneurs.  The solution will also identify other means (policies, incentives, regulations, etc.) that encourage existing businesses to incorporate green practices into their business operations. There are a number of key institutions that can play a role in achieving this finance solution such as FONERWA, Rwanda Development Board, Private Sector Federation, and National Industrial Research and Development Agency. This finance solution will aim to build a network of institutions that can support biodiversity ‘mainstreaming’ into green economy initiatives.  Through regulations, capacity building, business development, and access to finance, each institution can play a role in supporting and incentivizing investments in key biodiversity sectors, such as aquaculture, tourism, forestry, and organic agriculture; as well as mainstream biodiversity into investment decisions. 

F. Strengthen the tourism revenue sharing scheme to improve biodiversity outcomes

This finance solution aims to build on the evidence supporting the need to improve community-based conservation efforts, particularly through investments in integrated conservation-development projects such as the existing tourism revenue sharing (TRS) program. Strengthening the TRS program to more effectively address conservation-development objectives is imperative to ensuring national parks are adequately safeguarded from human-induced pressures. The finance solution will also support the development of new policies, procedures, and management practices focusing on improved community participation, enhanced livelihoods impacts, and improved protection of national parks and other adjacent areas based on community involvement.  The key stakeholders for this solution are RDB, local authorities at the Sector and Cell level, community associations, and conservation NGOs active in protected area management and community livelihood programs (e.g. International Gorilla Conservation Programme, Dian Fossey Gorilla Fund, Wildlife Conservation Society).  

The targeted impact of this finance solution is increased community participation in protected area management, resulting in improved protection of national parks.  By strengthening the TRS program, it is believed that communities will improve their perceptions of protected areas and conservation efforts, and more actively engage in their protection. The TRS program must better address the needs of the communities, including water and fuelwood, to reduce pressures on the park’s resources and improve human-wildlife conflict management.  Community participation in the selection of TRS-funded projects could direct these funds to where they are most needed to promote biodiversity outcomes.

G. Develop a Protected Area Finance Strategy

This finance solution will support the goal of increasing the financial and ecological sustainability of Rwanda’s Protected Area System (PAS) through a number of approaches: 

(i) establishing a long-term conservation vision for Rwanda’s PAS; 
(ii) assessing current revenues and expenditures for the PAS; 
(iii) determining an optimal institutional and financing scenario for long term conservation; 
(iv) reviewing economic studies to build a cost/benefit analysis for financing options for the PAS; 
(v) elaborating a sustainable finance strategy for the PAS including developing systems for economic valuation, marketing and payment for ecosystem services and non-traditional goods such as medicine.; 
(vi) preparing a 5-year action plan for implementation based on a clear national level conservation-planning framework and 
(vii) Strategically and systematically involve key stakeholders in benefit sharing processes 

Rwanda recently gazette a new national Park (Gishwati-Mukura) with plans to develop tourism infrastructure. In addition, Rwanda plans to expand existing national parks (e.g. Volcanoes National Park and the Akagera National Park buffer zone), and increase reforestation efforts in selected protected areas (e.g. from mining and fire damages in Nyungwe National Park). This finance solution will support the government in developing a long term financing strategy to ensure these objectives are adequately and sustainably funded.  

H. Introduce an Airport Passenger Tax/Fee

One significant approach to capturing additional revenue for conservation is to put in place an airport passenger tax or fee earmarked for biodiversity conservation.  Based on the latest data from the 2017 Rwanda Statistical Yearbook[footnoteRef:3], there was a total of  287,688 air arrival passengers in 2016, with this number expected to increase at the rate of 7%  a year.   [3:  http://www.statistics.gov.rw/publication/statistical-yearbook-2017] 


Based on initial findings, there is currently consensus between conservation-supporting government agencies that an airport passenger tax/fee on international arrivals to Rwanda could be socioeconomically and socio-politically feasible. This tax or fee offers a means to expand the resource envelope available to finance conservation projects from international arrivals, and can complement existing tourism user fees such as entrance fees, concession fees, user fees, royalties, licenses, and permit.  Revenues could pass through Rwanda Revenue Authority and be directed into the Biodiversity Conservation Basket, as proposed in the first finance solution. 

I. Enabling Solutions

Advanced Biodiversity Management Information Systems

Although not direct finance solutions, a number of critical enabling conditions must be in place to both build the business case for biodiversity investment as well as ensure effective results-based budgeting for biodiversity outcomes. First, robust biodiversity information is needed to establish baselines and trends on ecosystem health.  A number of institutions are implementing biodiversity assessments and developing databases that provide information on species richness, abundance, and spatial occurrences in Rwanda, including the University of Rwanda’s Center of Excellence in Biodiversity and Natural Resource Management (CoEB) and the Albertine Rift Conservation Society (ARCOS). The government can support these initiatives to ensure biodiversity information systems are developed that can guide informed decision making (e.g. Environmental Impact Assessments and business plans).  The government can play a central role in providing technical support to guide and facilitate monitoring of biodiversity information systems, and improve coordination among pertinent institutions.  The finance solution will also support the Biodiversity Information Management Forum, an annual event to develop a national biodiversity information system. This information can also generate key performance indicators to support the environment and natural resource sector’s results based monitoring and evaluation systems.  

Initiate Biodiversity Expenditure Tracking

The Biodiversity Expenditure Review pointed out that there is currently no functioning system to tag and track budget allocations for biodiversity spending.  Government policy-makers and managers thus do not have accurate data on the level of expenditures that are being allocated for biodiversity-related programs and projects.  This finance solution will accelerate the uptake of tagging and tracking biodiversity expenditures.  The solution will support efforts to better monitor progress in protecting and restoring biodiversity by providing a system to quantify expenditure allocations as part of total budget allocations and then compare spending to anticipated biodiversity targets and outcomes.  


For each finance solution proposed, an implementation plan is laid out that defines the steps, key institutions, and timeline for implementation.  Many of these finance solutions depend upon Rwanda Environment Management Authority (REMA) as the key implementing entity, but close coordination with other government agencies, NGOs, and private institutions is critical.  A wealth of knowledge exists in Rwanda across a number of institutions that can all play important roles in supporting the increased investments in biodiversity and ecosystems. 

Financial Benefits Projection

It is important to understand the anticipated amount of revenue that can be mobilized for biodiversity finance from investments in these finance solutions.  Therefore, for each finance solution, the Plan estimated the expected financial returns, where possible, over a 10-year period. The projections are considerably conservative basing on available reliable information about real and/or potential revenues that are relevant to potentially achieve Biodiversity outcomes. Even then, these projections should be interpreted with caution, as they are based on a set of wide assumptions. In addition, returns on these investments are driven by a number of influencing factors in the enabling environment. In order to ensure positive biodiversity outcomes are achieved, stakeholders should determine a metric for success that is monitored and evaluated throughout the implementation and operationalization of these solutions.

The table below reflects the financial benefit projections associated with the individual finance solutions.

[bookmark: _Toc4405875]Table 1 Annual and cumulative total financial benefits per finance solution (US$ millions)
	Finance Solution
	2019
	2020
	2021
	2022
	2023
	2024
	2025
	2026
	2027
	2028
	2029
	Total

	1. Biodiversity Conservation Basket[footnoteRef:4] [4:  This is the conservative estimate of annual contributions from domestic sources, part of which is the fees and fines including water User fees and the ‘green economy” as well as the 2.6% of total resources mobilized by FONERWA as a direct contribution to the Biodiversity window. The potential contributions from private sector and other external sources are not included.] 

	5.3
	7.5
	2.7
	3.0
	3.2
	3.4
	3.9
	4.1
	4.3
	4.6
	4.8
	46.8

	2. Fees and Fines
	1.3
	1.3
	1.4
	1.6
	1.6
	1.6
	2.0
	2.0
	2.0
	2.0
	2.0
	18.3

	3. Water User Fees
	1.1
	1.2
	1.3
	1.4
	1.6
	1.8
	1.9
	2.1
	2.3
	2.6
	2.8
	20.3

	4. Wetlands
	
	
	
	
	
	
	
	
	
	
	
	

	5. Green Economy
	2.0[footnoteRef:5] [5:  NDC funds (deep dive) will provide technical assistance to FONERWA to design and capitalize the Incubator/accelerator window of FONERWA to catalyze private green investments.] 

	2.0[footnoteRef:6] [6:  KFW/DFID/SIDA funding to provide TA support towards resources mobilization with focus on private sector driven green investments.] 

	
	
	
	
	
	
	
	
	
	4

	6. TRS Program 
	1.9
	2.1
	2.3
	2.6
	2.9
	3.2
	3.5
	3.9
	4.4
	4.9
	5.3
	37

	7. PA Finance Plan
	6.9
	7.6
	8.3
	9.1
	10.1
	11.1
	11.1
	11.1
	11.1
	11.1
	11.1
	108.6

	8. Airport Tax/Fee
	1.7
	1.8
	2.0
	2.1
	2.3
	2.4
	2.6
	2.8
	3.0
	3.2
	3.4
	27.3

	Total 
	20.2
	23.5
	18
	19.8
	21.7
	23.4
	24.7
	25.5
	26.4
	27.5
	28.3
	259



Conclusion and way forward

This suite of finance solutions blends instruments along each of the delivery pathways for biodiversity finance: generate, realign, deliver, and avoid.  In addition, a few are targeted at enabling biodiversity finance pathways, and although they will not directly result in biodiversity finance, will support decision-making that could lead to increases in biodiversity finance. As discussed each finance solution offers multiple fiscal, regulatory, and market-based instruments that combine these delivery pathways.  The below figure represents the suite of finance solutions, clustered around the delivery pathways.  

 Figure 3 Proposed Finance Solutions Clustered around Delivery Pathway
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Despite being a small country (26,338 km2), Rwanda’s geographic location along the Albertine Rift endows the nation with rich biological diversity across a variety of biomes.  From the volcanic mountain ranges in the west to the lowland forests, woodlands, and grasslands towards the east, Rwanda is endowed with high levels of endemism. Its four national parks, natural forests, and wetlands covering nearly 10% of the national territory form the backbone for biodiversity protection. Land outside of these protected areas is heavily populated (a density of about 485 people per km2 and a growth rate of 2.35%), with a majority of Rwandans practicing subsistence agriculture and relying on woody biomass for fuelwood. Anthropogenic pressures on these landscapes over the past few decades has resulted in the reduction of protected areas and degradation of land outside of protected areas, resulting in high levels of habitat and biodiversity loss. 

Rwanda’s economy and societal well-being are strongly linked to natural resources, underpinned by its biological diversity. Over 65% of Rwandans are directly reliant on these biological resources for their livelihoods, including agriculture, forestry, and tourism (NISR, 2016)[footnoteRef:7]. Biodiversity, or the variability among living organisms, habitats, and ecosystems, supports and underpins these goods and services that Rwandan citizens rely on. In order to ensure a sustainable development pathway that protects these natural resources, Rwanda has committed to the protection, sustainable use, and equitable sharing of benefits from these biological resources.Biodiversity in Rwanda continues to be threatened, particularly outside of national parks.  Natural forests are disappearing rapidly, largely due to conversion to agriculture in order to feed a growing population and to reduce food insecurity.  As articulated in Rwanda’s National Biodiversity Strategy and Action Plan (NBSAP, 2016), the main drivers of biodiversity loss are: [7:  Note: although the percentage of the population reliant on these natural resource sectors has dropped since the EICV3 (73 %), due to population growth, the number of people in these sectors has not decreased substantially. 
] 


· Illegal hunting and fishing (including the use of poisons) and grazing in protected areas
· Boundary encroachment into natural forests
· Invasive alien species in aquatic and terrestrial ecosystems
· Uncontrolled fires
· Conversion of native ecosystems to agricultural land and intensification
· Mining (land clearing, water contamination, illegal activities)
· Human-wildlife conflict
· Climate Change

As a signatory to the UN Convention on Biological Diversity (CBD), Rwanda has made a commitment to achieving the Aichi Biodiversity Targets as defined in the 2011-2020 Strategic Plan for Biodiversity, established at the 10th meeting of the Conference of Parties in 2010.  Principle to implementing the commitments made under the CBD is the development of a NBSAP, which provides a framework for the conservation, sustainable use and equitable sharing of benefits from biodiversity and ecosystem services in the country. In 2016, the NBSAP was revised, further articulating on  actionable steps. to address biodiversity loss. This included mainstreaming biodiversity conservation into the decision-making process across all public, private, and civil society’s institutions, reducing the anthropogenic pressures on biodiversity, improving the status of biodiversity through safeguards, and ensuring the equitable sharing of benefits arising from the use of biodiversity. 

In addition to the Aichi Targets setting goals for, inter alia, the protection and sustainable use of biodiversity, Target 19 commits Rwanda to aim to achieve:

“By 2020, at the latest, the mobilization of financial resources for an effective implementation of NBSAP from all potential sources, and in accordance with agreed process in the strategy for resource mobilization, is reinforced and increased substantially from the current levels. “

Although it was clear that there is a significant gap in finance to achieve the Aichi Biodiversity Targets under the 2011-2020 Strategic Plan, the exact gap and opportunities were yet to be assessed. In response to this need, Rwanda took part in the UNDP Biodiversity Finance Initiative (BIOFIN), which is a global partnership to assess and address the biodiversity finance gap by providing methodologies and tools to enable countries to measure their current biodiversity expenditures, assess the medium and long term financial needs and identify financial solutions to close the biodiversity finance gap. 

Since implementation in 2016, BIOFIN-Rwanda has conducted a series of technical assessments. This document is the fourth of reports produced using the BIOFIN methodologies, following the Policy and Expenditure Review (2017), Biodiversity Expenditure Review (2018) and the Finance Needs Assessment (2018).

The Policy and Institutional Review showed how sources of current funds for biodiversity conservation range from national public funds, including government allocations, user fees, and environmental taxes, international funds, including development partners and conservation non-governmental organization (NGOs), and the private sector. A number of promising finance mechanisms already exists. These include central and local government transfers, environmental fees (e.g. water user fees, forest harvest royalties), fines and penalties, Rwanda’s National Fund for the Environment (FONERWA), tourism concessions and business licenses, park entrance fees, and bioprospecting. 

The Biodiversity Expenditure Review provided a detailed assessment of the current funding sources and trends in biodiversity conservation expenditure.  Biodiversity expenditures are estimated to account for, on average 0.3% of the national economy, ranging from RWF 12.82 billion (US$ 16 million) in 2012/13 to RWF 21.66 billion (US$ 27 million) in 2014/15. Over the time period assessed (2011/12 to 2016/17) total biodiversity expenditures have grown by 12.4 %, or 2.4 % annually, well below the growth of the economy and national budget. This may indicate that as the government prioritizes other development objectives, biodiversity is not gaining a correspondingly increasing share of its budget despite the high dependency on agriculture, water, tourism, and fuel wood, all underpinned by biodiversity. In addition, biodiversity budgets appear to fluctuate year-over-year for many budget agencies, perhaps signalling a lack of consistent financial commitment to biodiversity objectives within government budget agencies. These fluctuations are partly due to the fact that for many budget agencies, the majority of biodiversity-related activities are embedded within development projects that stop and start over the years, signalling the need for more integration of biodiversity into domestic resource allocations. 

Rwanda continues to be heavily reliant on foreign aid, with external grants and loans accounting for between 40-60 % of development budgets depending on the year.  This is no exception for biodiversity budgets, where external grants and loans account for 39-72 % of the total government biodiversity expenditures (average 56%). The combined aid dependency, fluctuations in biodiversity expenditures, and low biodiversity mainstreaming in the natural resource sector create high uncertainty in future biodiversity finance and management. Future projections using low and high scenario estimates indicated that, by 2024/25, government expenditures on biodiversity could reach between 13.6 and 28.7 billion RWF (17-34 million US$), reflecting the large uncertainty in future projections. As on average 56 % of government spending on biodiversity is through the development (project) budget, future available spending is almost entirely dependent on programmatic choices unless changes are made to increase sustainable financing sources for biodiversity management. 

The Financial Needs Assessment indicated that current financing levels for biodiversity are inadequate to cover the anticipated costs of achieving the goals and targets of the NBSAP,  based on the costing of prioritized activities listed..  The finance needs for implementing the NBSAP were estimated over two timelines to align with the National Strategy for Transformation roadmap (to 2023/24) and the Sustainable Development Goals (to 2029/30).  

The achievement of the assigned objectives and biodiversity conservation commitments set in the NBSAP will mostly depend on the availability and efficient use of financial resources. Therefore a strong financing strategy is essential for the sustainable and successful implementation of the NBSAP. It will require developing innovative financial mechanisms with a target to increase public and private budget contributions as well as development partners’ support. A coherent document in the form of the Biodiversity Finance Plan is envisioned to fill this strategic gap to achieve the goals of NBSAP.

The Biodiversity Finance Plan aims to identify ways to close the gap  through the generation of new resources and the more effective utilization of existing funding sources.  Together, these are meant as first steps in meeting the full biodiversity financing needs through policy, regulatory, and program changes that, in combination, have the goal of: 

· realigning current expenditures: 
· avoiding biodiversity-negative expenditures: 
· delivering better outcomes with existing expenditures; and 
· generating new or additional revenues. 

These intended objectives are captured in the figure below as presented in the BIOFIN Workbook.


[bookmark: _Toc4405894]Figure 4 Expected results of Biodiversity Finance Plan process
[image: ]
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The Biodiversity Finance Plan (or the Plan) has been prepared under the overall guidance of REMA, as lead agency for BIOFIN Rwanda, and has involved an extensive review process by BIOFIN’s National Technical Advisory Committee (NTAC),  Rwandan policy-makers, specialists, and senior managers, as well as senior technical advisors from the global BIOFIN team. 

During the preparation of this report  considerable emphasis was placed on prioritizing the finance solutions that are highlighted in chapter 4 of this report  given the importance of developing viable finance options that are meant to help close the current projected shortfall  in biodiversity funding.  The process of narrowing down and selecting the finance solutions took place during different meetings and workshops that were held going back to November 2017 and continuing in 2018. There were several stakeholder brainstorming and consultation sessions during the whole BIOFIN process to collect and prioritize proposed financial solutions. A scorecard was then employed to organize and integrate the various instruments into the proposed plan, assessing each potential solution by its viability, scalability and sustainability, and impact (See Annex 3 for assessment criteria). This consensus building process has been crucial to identifying and selecting finance solutions that can realistically be implemented to benefit biodiversity conservation goals.

Needless to say, the proposed finance solutions must demonstrate that they can realistically and practically be implementable and that they are able to leverage, improve and build on existing proven initiatives such as revenue sharing schemes. This is planned to ensure that biodiversity financing can be achieved over the medium- to longer-term and thereby maintain a sustainable financing trajectory going forward.

[bookmark: _Toc490164858][bookmark: _Toc492668646][bookmark: _Toc25248442]Organization of the Plan

The Plan is organized into six chapters, as well as a number of annexes that constitute an integral part of the Report.  The next chapter reviews the national vision and  policies that Rwanda has articulated for biodiversity and conservation as part of the country’s  overall national development goals and targets. In addition, the chapter turns to recommended financing goals and targets for biodiversity that match the stated policy goals.  The financing goals and targets are built around the identified funding gap between expected expenditures, explored in the Biodiversity Expenditure Review, against the needed funding, as identified by the Finance Needs Assessment.  

The third chapter turns to the biodiversity finance blueprint: what is the overall approach for meeting biodiversity financing requirements and suggested benchmarks and milestones as a way of tracking progress. Attention is given to the sequencing of funding needed to achieve long-term financing sustainability for biodiversity protection and mitigation.   

The fourth chapter looks at a first set of finance solutions that are proposed as specific instruments to help expand biodiversity financing.  These priority finance solutions are the ones selected over the course of discussions at the three workshops mentioned above.

The fifth chapter offers an implementation  plan for realizing this Plan, including the establishment of an Environmental Finance Oversight Commission and an accompanying budget. 

A final chapter presents some summary observations on the finance plan and the overall BIOFIN process. 

The Annexes provide related  background information to the Plan.  
[bookmark: _Toc490164859][bookmark: _Toc492668647][bookmark: _Toc499002765]
[bookmark: _Toc25248443]Vision for Financing Biodiversity

In Rwanda’s case, the rationale for conservation exists at various levels, from political will to development needs at the local community level. The role of natural resources management in development, particularly in the face of climate change and the economic transformation that propels the growth of tourism sometimes at the expense of biodiversity conservation is significant. This chapter will review the sectoral and macro policies and strategies related to biodiversity, and provide a business case for financing biodiversity. 


[bookmark: _Toc25248444]National Policies and Strategies

Over the past several years, Rwanda has enacted a wide range of macro and sectoral policies  that adresses biodiversity conservation, and the protection of natural capital as highlighted below.

Sectoral polices and strategies relating to biodiversity include the National Biodiversity Policy (2011), Wildlife Policy (2013), the National Biodiversity Strategy and Action Plan  (2003 and 2016), National Policy on Water Resources Management (2011), and the Protected Areas Concessions Policy (2013).  The Government has also promulgated policies  of close relevance, such as the Green Growth and Climate Resilience Strategy (2011).

The National Biodiversity Policy is representative of the thoughtful and comprehensive policy approach for protecting Rwanda’s ecosystems.  The stated goal of the Policy is:

“To conserve Rwanda’s biological diversity, to sustain the integrity, health and productivity of its ecosystems and ecological processes, whilst providing lasting development benefits to the nation through the ecologically sustainable, socially equitable, and economically efficient use of biological resources.”

Similarly, the updated 2016 NBSAP II (approved by Cabinet in February 2017)  proposed a long-term policy objective that:

By 2040, national biodiversity will be restored and conserved, contributing to economic prosperity and human well-being through delivering benefits essential for Rwandan society in general.

The 2016 NBSAP outlines 5 goals and 19 targets that were supposed to be implemented by 2020.  Key targets include:

Target 3: By 2020, at the latest, positive incentives for biodiversity conservation and sustainability towards local communities’ development are boosted and applied and harmful incentives are eliminated.

Target 5: By 2020, at least 50%  of natural ecosystems are safeguarded, their degradation and fragmentation significantly reduced.

Target 10: By 2020, the extinction of threatened species is prevented and their conservation status improved, particularly for those identified as “Alliance for Zero Extinction (AZE)”.

Target 11: By 2020, the genetic diversity of priority cultivated plants and farmed and domesticated animals and of wild relatives, including other socio-economically as well as culturally valuable species is maintained, and strategies have been developed and implemented for minimizing genetic erosion and safeguarding their genetic diversity.

Target 18: By 2020, knowledge, the science base and technologies relating to biodiversity, its values, functioning, status and trends, and the consequences of its loss, are improved, widely shared and transferred, applied and reflected in the implementation of the NBSAP.

And of particular relevance to Rwanda’s biodiversity financing:  

Target 19: By 2020, at the latest, the mobilization of financial resources for an effective implementation of NBSAP from all potential sources, and in accordance with agreed process in the strategy for resource mobilization, is reinforced and increased substantially from the current levels.


Apart from sector-specific polices, Rwanda has also enacted several national-level vision statements and national strategy documents that have given high priority to conservation and protection of the environment.  For example, Rwanda’s first national vision statement – Rwanda Vision 2020 – was adopted in 1999 with the goal of laying out the country’s overarching policy framework and long-term aspirations.  The protection and management of the environment is one of the pillars of Vision 2020 and called for, among other things: 

· Reduced pressure on natural resources, particularly on land, water, biomass and biodiversity, and the process of environmental pollution and degradation reversed;
· The management and protection of these resources and environment are more rational and well-regulated in order to preserve and bequeath to future generations the basic wealth necessary for sustainable development;
· Effective and updated regulations established which are adapted to the protection of environment and sustainable management of natural resources.

These goals remains as relevant today as when they were written in 1998-99.

More recently, the National Strategy for Transformation (NST 1; 2017-2024) has been formulated around three “pillars” that constitute Rwanda’s go-forward plan for the period up to 2024. As stated in the Economic Pillar, its overarching objective is to:

“Accelerate inclusive economic growth and development founded on the private sector, knowledge and Rwanda’s natural resources.”


Specific objectives include:

· Create decent jobs for economic development and poverty reduction;
· Develop and promote a service-led and knowledge-based economy;
· Increase agriculture and livestock quality, productivity and production; and
· Sustainably exploit natural resources and protect the environment

Finally, the new vision statement – Rwanda Vision 2050 – The Rwanda We Want -- builds on the lessons learned from Vision 2020 and calls for a low-carbon, climate-resilient economy that achieves:

· Economic growth and poverty eradication;
· Good regional and global citizenship;
· Sustainability of the environment and natural resources; 
· Gender equality and equity; and
· Welfare and wellness of all citizens in a growing population.

In short, the NST 1 and Vision 2050 both continue Rwanda’s pledge to giving high priority to the protection of the country’s natural capital as an integral part of Rwanda‘s quest for sustainable economic growth and the elimination of poverty.

[bookmark: _Toc25248446]The Business Case for Biodiversity Investments

As articulated by the national policies above, it is recognized that Rwanda’s rich biodiversity and ecosystems provide immense opportunities to support the country’s development path and underpin major segments of the economy. Rwanda cannot meet these national policy goals at the expense of depleting Rwanda’s natural capital upon which all society is dependent,  whether now or in the future when the country’s population is even larger and the economy will  be even more dependent on its natural resources.

Thus, investing in the management and protection of biodiversity and ecosystems is an investment in sustainable development  that supports Rwanda’s progress towards its nationally defined goals as well as achieving the UN Sustainable Development Goals (SDGs), to which Rwanda is signatory.  Figure 1 demonstrates the economic benefits of biodiversity investments in supporting the attainment of several SDGs.

[bookmark: _Toc4405876]Table 2  Biodiversity’s economic benefits toward achieving the SDG's
	Goal
	Investment Benefits

	1. No Poverty
2. Zero Hunger
3. Good Health and Well-being
6.Clean Water and Sanitation
	Biodiversity and healthy ecosystems provide a range of benefits, such as building materials, fuel, clean water, and food -- while simultaneously supporting and diversifying livelihoods and reducing poverty.  All Rwandans benefit from biodiversity, but it is the rural poor who are most directly dependent on biodiversity for their basic needs.

	5. Gender Equality
8.  Decent Work and Economic Growth
10. Reduced Inequalities
12. Responsible Production and Consumption
	Investing in the rehabilitation and management of ecosystems has the potential to generate substantial numbers of long-term jobs, especially in rural areas.  Since women frequently bear the burden of degraded environments, gender-sensitive ecosystem investments will also contribute to improving their living conditions.

	9.  Industry, Innovation and Infrastructure
11. Sustainable Cities and Communities
13.  Climate Action
	Investment in environmental infrastructure have the potential to supplement  and sustain man-made infrastructure. Environmental infrastructure plays a key role in disaster risk reduction  and climate change adaptation.

	14. Life below Water
15. Life on Land
	Protecting biodiversity and healthy ecosystems in Rwanda’s rivers. Lakes and wetlands as well terrestrial ecosystems underpins the delivery of all ecosystems for the benefits of all Rwandans.


Adapted from Cumming, et. al. (2017)

At present, a considerable proportion of Rwanda’s economy is closely linked to environmental resources. According to an analysis by WAVES (Wealth Accounting and the Valuation of Ecosystem Services) Rwanda, about 90 % of the population depends on natural resources for their livelihood, including land, water, minerals, ecosystems and forests (2017). Furthermore, wealth accounts data from the World Bank place the total value of Rwanda’s natural capital at US$ 75.42 billion (constant 2014 US$) and natural capital per capita at US$ 6,650.  

The National Institute of Statistics Rwanda estimated that agriculture accounted for nearly one-third of GDP in 2016, which itself depends primarily  on the natural environment and ecosystem services.[footnoteRef:8]  In addition, around one-half of power generation comes from small-scale hydropower, and 85% of the population depends on fuelwood as its main source of energy. The high dependence on biomass for fuel has led to a fuelwood deficit estimated at 4.3 million tonnes in 2017[footnoteRef:9]. [8:  Cited at https://www.statista.com/statistics/452199/share-of-economic-sectors-in-the-gdp-in-rwanda/]  [9:  Forest Investment Program for Rwanda, MINILAF.  Data drawn from WISDOM Rwanda and Woodfuels value chain analysis. Rwanda Supply Master Plan for fuelwood and charcoal, RWFA.] 


Wetlands have been well-recognized for the critical role they play in regulating ecosystems and providing valuable services to businesses and households.   The widely-documented benefits of wetlands, from flood and storm protection to water filtration to food supply, have been valued at up to US $15 trillion worldwide (WRI, 2005). A number of studies have attempted to quantify the economic benefits derived from Rwanda’s wetlands.  A study conducted by the Wildlife Conservation Society estimated the total economic value of the Rugezi wetland, including provisioning services (e.g. drinking water, fodder/grazing, hydroelectricity) and regulating services (e.g. carbon sequestration and storage, erosion protection and sediment control) to be US$ 374 million (2014 US$), with an annual flow of benefits valued at US$ 255 million (2014 US$).  An economic valuation and feasibility study was also conducted on the Akagera Wetland Complex, under BIOFIN-Rwanda, that estimated the total stock value to be US$ 1.1 billion in carbon storage values, and annual flows of US$ 11.9 million per year including provisioning services such as water for irrigation and fisheries, and regulating services such as carbon sequestration and sediment retention.

Tourism, with its obvious dependence on Rwanda’s significant flora and fauna in the protected areas, is a major sector in terms of economic potential.  According to the African Wildlife Fund,  visitors to Volcanoes National Park have increased by 82 % in the last decade, and revenues almost doubled between 2008 and 2016. Rwanda’s travel and tourism industry is among the top five fastest-growing on the African continent. In the last two years, it has contributed over US$ 400 million to the national economy - 10 % of which is returned to communities.[footnoteRef:10] [10:  See:https://www.awf.org/blog/mountain-gorilla-tourism-drives-economic-growth-and-conservation] 


Tourism’s rapid growth, contributing to the largest share of foreign exchange earnings in 2016 (BNR, Feb 2017) was identified among sectors with high impact potential on Rwanda’s economy during the NST 1 period (2017 – 2024). The NST 1 has also pledged that development packages that include public co-investment support as well as regulatory reforms will be prioritized to accelerate scale-up of the sectors including tourism. With the predominant dependence of tourism on biodiversity, there is potential to open up opportunities for public co-investments and regulatory reforms to promote finance solutions as part of BIOFIN initiative that enhance biodiversity protection and conservation.

In short, the understanding of the close linkage between sustainable development and natural capital  is already recognized by Rwandan policy makers and thought-leaders and is reflected in all major policy documents and strategies. Failure to restore and protect Rwanda’s natural capital could have major detrimental impacts that would reduce or impede economic and social development.  It is also worth noting that biodiversity financing must take not only aim to generate financial and economic benefits but also to emphasize the leave no one behind principle, plowing back the benefits to improve conservation to the communities in order to create a mutually reinforcing interaction between conservation and development.

The business case for prioritizing efforts to protect Rwanda’s natural capital  can be summarized as follows:

· The strategic case entails promoting  biodiversity as a key element for achieving the country’s  long-term economic and social goals.

· The economic case is that Rwandan society—in simple cost-benefit terms – will be better off when biodiversity is protected and restored.

· The financial case is that the proposed component elements of investing in protecting and restoring Rwanda’s natural capital represent effective “value for money” and an appreciable return on investment (ROI).

Because biodiversity encompasses all of nature and is multisectoral by definition, it has historically been difficult to address biodiversity and environmental protection as a public policy problem, whether in developing or developed countries.  In addition, the externalities of long-term ecosystem degradation are typically not fully captured in decision-making processes, leading to a delay in attention and action.  

The business case thus argues that biodiversity protection and mitigation must be approached as a series of smaller and discrete challenges that link policies and goals to actions and financing -- in short, what is to be done, how is it be done, and how is it to be paid for.

A second consideration is the importance of establishing an institutional process by which the evolving context of  biodiversity protection and mitigation can be addressed over time, as priorities change, as resource requirements change, and as institutional capacities of government and non-government actors change.  This is the underlying assumption of the next three chapters. 

Finally, Box 1 below provides a summary of what might be called the national “value proposition” for increasing efforts to fully fund biodiversity protection and mitigation.

[bookmark: _Toc3299775]Box 1. Value proposition for funding biodiversity protection and mitigation
	Strategic national asset
	Biodiversity is an immensely important economic asset that is vital to the long-term prosperity of country


	Inter-generational legacy
	Rwanda’s biodiversity belongs to all generations.  It is a public good that must be protected for future generations.


	Lynchpin of the rural economy
	The medium- and long-term sustainability of Rwanda’s rural economy is dependent on the protection and restoration of the ecosystems upon which  Rwanda’s rural population is indispensably dependent. 


	Health benefits
	Vigorous and vibrant ecosystems are a key component for a healthy citizenry.


	Climate change
	Effective biodiversity and environmental management can help to reduce or mitigate  the pending impacts of climate change.


	Global and regional leadership
	Rwanda’s ability to effectively protect and restore the country’s natural capital – which promoting sustainable economic growth and poverty reduction – would be a clear sign of Rwanda’s global and regional leadership position.






[bookmark: _Toc25248447]Biodiversity Finance Blueprint

[bookmark: _Toc25248448]Gap Projections

While the strategies and policy objectives highlighted in Chapter 2 have demonstrated a strong commitment to biodiversity and conservation, there is less focus on their costing and financial implications, as they are – understandably – policy documents, not budget documents.  Only Target 19 of the NBSAP II  refers in general terms to a resource mobilization target:  By 2020, at the latest, the mobilization of financial resources for an effective implementation of NBSAP . .  . is reinforced and increased substantially from the current levels.  NBSAP II provided some rough cost estimates for achieving NPSAP’s five goals and 19 targets. These specifically entailed RWF 1.115 billion for human resource capacity building  and RWF 1.430 billion for a communications strategy action plan.  In addition, a resource mobilization target was set at RWF 7.910 billion over a seven-year period.

In the recent BIOFIN Finance Needs Assessment, a much more robust estimate of projected costs was estimated of what would be needed to fund the prioritized components of NBSAP II (as opposed to all of NBSAP II for which institutional capacity was deemed insufficient).  In the Financial Needs Assessment, the finance needs were estimated over two timelines; 2018/19 to 2023/24 for NST 1 and 2018/19 to 2029/30 for period covering the SDGs.  The aggregate finance needs for the NST 1 period were estimated at between RWF 37.5 and 41.0 billion (46 – 51 million US$) and  for the SDG planning period to 2029/30 between and RWF 82.6 to 91.2 billion (103 – 114 million US$). The average annual additional amount needed was estimated between RWF 6.9 – 7.6 billion(8.6 - 9.5 million US$). Current and projected biodiversity expenditures, as quantified in the Biodiversity Expenditure Review, are projected to grow less than 2% annually over the next five years, unable to provide the financing necessary to meet future biodiversity goals and targets. 

[bookmark: _Toc4405895]Figure 5 Current and Projected Biodiversity Expenditures and Finance Needs  

Source: BER and, 2017 and FNA, 2018

These expenditure and cost estimates should be treated with caution, however, as they represent only statistical projections based on past trends, which reflected significant fluctuation in biodiversity budgets from year to year. The cost  projections do, however, provide the basis for reaching one key conclusion:  based on present trends, Rwanda faces a financing shortfall to adequately safeguard it’s valuable biodiversity.    



[bookmark: _Toc25248450] Guiding Approaches 

In formulating the Biodiversity Finance Plan, below approaches were taken into consideration. 

Expenditure sequencing

Expenditure sequencing refers to an agreed but incremental approach used to address specific funding targets over a given time period.  When and how much funding can be directed at a given priority represents an important element in designing a biodiversity finance plan.   As the FNA pointed out, policy and management decisions are required concerning the priority and timing at which the budget requirements to meet specific NPSAP goals and targets  are put into the funding stream of commitments.  It is certainly not expected that all the targets from NBSAP II or other policy documents can be initiated in the first year or even the early years looking out as far as 2030.  A realistic mobilization strategy cannot be “front-loaded” if it is to have any likelihood of success, as a result of current budget commitments. 

Assuming a 12-year window, the resource mobilization strategy assumes that more significant funding increases will kick in at the mid-term and continue through FY 2029/30, after which time biodiversity spending will follow a parallel pace of spending growth relative to other sectors.  For these middle and outer years, the strategy is based on the need for biodiversity finance to “catch up” after the low spending rates for biodiversity over the past decade. 

The graphic below captures the benchmarks in expenditure sequencing being proposed  in this strategy.



 
[bookmark: _Toc4405896]Figure 6 Expenditure sequencing benchmarks


Biodiversity positioning

This finance plan entails the financing challenge associated with the overlapping domains of environment, biodiversity, green economy, natural resource management, and climate change.  While all of these domains interact and overlap, there are nonetheless notable differences in the way they are treated in budgetary terms, in having different stakeholders and constituencies, and the ways in which finance can be generated for each.  Not all domains, for example, can attract the same level of interest by the private sector or investment capital. Some elements of these domains represent “public goods” in which private investment may be difficult to secure.  Biodiversity positioning thus refers to seeing biodiversity finance in a broader context in which financing sources are identified in relation to the overlapping domains noted above.
Understandably, this finance plan is focused, first and foremost, on closing the biodiversity financing shortfall.  At the same time, however, it will be important over time that government budgeting processes begin to consider ways to strategically consolidate financing for all these overlapping domains.  Biodiversity should not be placed in a silo apart from these other domains, but rather integrated into all sectors of government. 

Biodiversity attributions 

The Biodiversity Expenditure eReview faced and overcame a methodological dilemma as efforts were made to assign a biodiversity “attribution” to projects and programs across multiple sectors.  “Attribution” refers to the total amount of any given project or program that could be considered  as directly or indirectly supporting biodiversity.  For example, what biodiversity attribution should be assigned to a sustainable agriculture project that may contain a project  component to improve soil fertility?  Should all of this component be considered biodiversity  focused or only some percentage of this project component since the intent of the project is on sustainable agriculture?  

During the preparation of the review, there was a great deal of active debate about whether or not the BIOFIN attribution classification methodology was under-counting different projects or activities  that should be given a higher finance value for biodiversity.  If the attributions had been higher, then the estimated  amount of biodiversity spending would have been higher. One could argue that the biodiversity expenditure shortfall could be closed considerably simply by assigning a higher biodiversity attribution to different projects and their components in such sectors as agriculture, water and sanitation, forestry, or pollution abatement.

Yet as the Biodiversity Expenditure Review revealed, the more fundamental problem is that the budget tracking process does not systematically provide sufficient data on project and program level expenditures to always know which projects even contain biodiversity-related activities.  The  “best guess” estimates of how much of projects and programs should be considered biodiversity-related were made, in some cases by going back to the original project document and then assigning an attribution value.

What is therefore needed is a more robust budget identification and tracking system that can assign ex ante values in projects that contain cross-sectoral objectives such as biodiversity, gender, or other cross-sectoral activities imbedded in larger projects or programs. The BIOFIN methodology for budget attribution is a useful starting place. Such a system would improve the attribution process up front and also facilitate better monitoring and evaluation over the life of the project or program.  And such an addition to budget sub-category attributions and tracking would be in line with the Government’s commitment to performance-based budgeting 

Increasing the biodiversity focus in donor projects and private investments

Another method for increasing biodiversity funding relates to the negotiation process associated with donor-funded projects and support services and private investments.  Given the different mandates and priorities of the donor community and private investors,  it is entirely proper that the Rwandan government can and should advocate for stronger support to component activities that have the potential of promoting the sustainability of ecosystems and natural capital.  This approach could apply to donor projects or investment associated with a wide range of sectors – from agriculture to extractive industries, to water and sanitation.

The Government could, for example, establish a code by which a project or investment must be able to demonstrate how it is promoting biodiversity and conservation – a reverse  or positive environmental impact assessment.  In effect, this would amount to how biodiversity is being helped, not how it is not being harmed.   

Such an approach could also help address the biodiversity attribution challenge discussed just above.



Effectiveness gains in the budgets for current programs and services 

Effectiveness  gains in current programs and services is a critical element of the finance solutions proposed as part of this biodiversity finance plan.  Strengthening existing policies, regulations, transfers, subsidies, incentives, disincentives, etc. that the Government has developed with the intent of supporting biodiversity, or. conversely, reforming existing policies, regulations, etc. that are having an unintended negative impact on biodiversity and ecosystems, would be effective ways of channeling biodiversity finance. Thus, modifying  existing finance mechanisms to make them more biodiversity friendly constitutes a way of using existing resources in a more effective manner. This concern is the focus of some of the finance solutions discussed in the next chapter.

[bookmark: _Toc25248451]Overview of the Plan

The Finance Plan combines the findings from previous reports and various feasibility studies into a cohesive national approach to biodiversity finance that encompasses a suite of finance solutions. Finance solutions were identified and prioritized based on a rigorous and participatory selection process by a wide range of stakeholders, and addresses the financial needs as identified in prior assessments in order to fill financing gaps and achieve positive biodiversity outcomes. 

This finance plan is intended to be a living document that builds on Rwanda’s biodiversity leadership, expertise, and institutional capacity.  They utilize flexible mechanisms that can adapt to changing priorities and approaches over time.  They leverage existing initiatives, institutions, and platforms to develop a comprehensive, feasible approach to mobilizing biodiversity finance. 

In total, eight robust finance solutions are proposed and elaborated on in this finance plan, utilizing a blend of finance sources and instruments, resulting in both the generation of new revenue, the realignment, improved delivery of existing financial sources, and the avoidance of future biodiversity expenditures.  This finance plan capitalizes on short-term opportunities that can be implemented over a 1-2 year timeframe, and medium-longer term opportunities that require legislative and regulatory reform.  The plan offers a practical approach to both direct new and additional resources to biodiversity, and ensure that biodiversity considerations and impacts are mainstreamed into Rwanda’s growing economy.  As clearly demonstrated in the Biodiversity Expenditure Review, it is imperative that domestic and international resources are leveraged to safeguard the biodiversity and natural resources Rwanda’s economy so heavily depends on. Table 2 below offers a summary of the proposed finance solutions.  

Finance solutions are considered direct if their immediate impact is to channel additional financial resources towards biodiversity, such as improving the collection of environmental fees or introducing an airlport passenger fee.  Some solutions, although they may not directly result in increased resources, may support investments in biodiversity, such as through improved biodiversity information systems or better tracking of biodiversity expenditures. These finance solutions are considered to be  enablers and are included in this proposed finance plan. 

Improved knowledge of the linkages between biodiversity and socio-economic impacts is necessary to justify investments in conservation. Therefore, embedded into a number of these finance solutions is the support for increased research and biodiversity information systems to guide policy making.  

[bookmark: _Toc4405877]Table 3 Finance solutions classified by instrument type, source of finance lead agency
	Proposed Finance Solution
	Lead Agent 
	Source of Finance 
	Instrument Type 
	Finance Results

	
	
	
	
	Generate
	Realign
	Deliver
	Avoid

	Rwanda Biodiversity Conservation Fund (Basket) (4.1)
	MOE/FONERWA
	International private
	Grant
	x
	 
	x 
	 

	Environmental Fees, Fines, and Penalties (4.2)
	REMA (and FONERWA)
	Private local
	Regulatory
	x
	 
	x
	x

	Water User Fees for Catchment Management (4.3)
	RWFA
	Public, Private
	Fiscal
	x
	x
	x
	x

	Pilot Wetland Business Plans (4.4)
	REMA
	Public, Private
	Market
	x
	
	x
	

	Promote 'Green Economy' (4.5)
	MOE (and FONERWA, RDB, and PSF)
	Public, Private
	Grant, Market
	x
	x
	x
	x

	Improve tourism revenue-sharing program (4.6)
	RDB
	Public
	Grant
	 
	x
	x
	x

	Protected Area Financing (4.7)
	RDB
	Public
	Fiscal
	x
	x
	x
	 

	Airport Passenger Fee (4.8)
	RRA (RCAA)
	International private
	Fiscal
	x
	x
	x
	 



As can be seen in the proposed finance solutions, a number of fiscal, regulatory, and market instruments overlap among the various finance solutions.  This overlap is intentional and reflective of a coherent finance plan that utilizes a blend of instruments to achieve maximum biodiversity impacts.   

[bookmark: _Toc25248452]Summary projection of finance solutions benefits 

In projecting the financial benefits of the finance solutions discussed below, it is important to keep in mind the substantial uncertainty around the effectiveness with which solutions would be implemented, the effectiveness of enabling factors required for success, and the state of the broader economy. Nevertheless, where possible, indicative estimates of potential financial benefits remain a valuable tool for planning purposes. The net financial benefits (or avoided expenditure) associated with the implementation of the seven solutions where quantitative estimates were possible were projected over the next 12 years and then aggregated. It should also be noted that not all finance solutions necessarily represent net financial gains but can represent process improvements that generate positive benefits for biodiversity and ecosystem health that can generate longer-term economic and social benefits as well. 

[bookmark: _Toc4405878]Table 4 Estimated financial benefits projections (US$ millions)
	Finance Solution
	2019
	2020
	2021
	2022
	2023
	2024
	2025
	2026
	2027
	2028
	2029
	Total

	1.Biodiversity Conservation Basket[footnoteRef:11] [11:  This is the conservative estimate of annual contributions from domestic sources, part of which is the fees and fines and the other part is 2.6% of total resources mobilized by FONERWA as a direct contribution to the Biodiversity window. The potential contributions from private sector and other external sources are not included.] 

	5.3
	7.5
	2.7
	3.0
	3.2
	3.4
	3.9
	4.1
	4.3
	4.6
	4.8
	46.8

	2. Fees and Fines[footnoteRef:12] [12:  The additional resource generated through this finance solution is included in the Biodiversity Conservation Basket ] 

	N/A
	N/A
	N/A
	N/A
	N/A
	N/A
	N/A
	N/A
	N/A
	N/A
	N/A
	0

	3.Water User Fees
	1.1
	1.2
	1.3
	1.4
	1.6
	1.8
	1.9
	2.1
	2.3
	2.6
	2.8
	20.1

	
	
	
	
	
	
	
	
	
	
	
	
	

	4. Wetland Management Plan
	
	
	
	
	
	
	
	
	
	
	
	

	5. Green Economy[footnoteRef:13] [13:  KFW/DFID/SIDA funding to provide TA support towards resources mobilization with focus on private sector driven green investments. This will be used over a 3-year period. NDC funds (deep dive) will provide technical assistance to FONERWA to design and capitalize the Incubator/accelerator window of FONERWA to catalyze private green investments over a two year period (2019/20 – 2020/2021). Through the logframe exercise, FONERWA will project resources to allocate to the green economy window that will be allocated to Biodiversity conservation window.] 

	0.6
	1.6
	1.7
	
	
	
	
	
	
	
	
	4

	6, TRS Program 
	1.9
	2.1
	2.3
	2.6
	2.9
	3.2
	3.5
	3.9
	4.4
	4.9
	5.3
	37

	7. PA Finance Plan
	6.9
	7.6
	8.3
	9.1
	10.1
	11.1
	11.1
	11.1
	11.1
	11.1
	11.1
	108.6

	8. Airport Tax
	1.7
	1.8
	2.0
	2.1
	2.3
	2.4
	2.6
	2.8
	3.0
	3.2
	3.4
	27.3

	Total 
	18.9
	22.2
	16.6
	18.2
	20.1
	21.8
	22.7
	23.5
	24.4
	25.5
	26.3
	243.8


Note: TRS Program and PA Finance Plan include all revenue generated from existing sources plus additional revenue generated through implementation of the Biodiversity Finance Plan. 

[bookmark: _Toc25248453]Biodiversity Finance Solutions



The suite of direct finance solutions (Sections 4.1-4.8) are aimed at generating new and additional expenditures for biodiversity conservation, or realigning existing expenditures to improve biodiversity outcomes. The opportunities presented by the selected finance solutions were captured in the SWOT analysis (Annex 4) against each finance solution. They range from capitalizing on already existing measures to generate resources as in fees and fines to potential for catalysing private sector participation in Biodiversity conservation through market mechanisms such as Payment for ecosystem services (PES) as well as developing business plans for effective wetland management. In more general terms these finance solutions will directly result in increased funding for biodiversity and therefore improved biodiversity management outcomes. Section 4.9 proposes two enabling solutions, which would support the direct finance solutions, although they are not financial mechanisms. 

[bookmark: _Toc25248455][bookmark: _Hlk3063857]Introduce a Biodiversity Conservation Basket within Rwanda’s National Fund for the Environment (FONERWA)



Summary: This finance solution will aim to effectively collect and channel finance to biodiversity by  establishing a Biodiversity Conservation Basket within Rwanda’s National Fund for the Environment (FONERWA). The ‘basket’ - trust fund - will help streamline and attract earmarked domestic and international sources of finance to support conservation investments, and in the process reduce transaction costs to increase conservation benefits. The basket could act as a grant-making arm to biodiversity projects, and as a loan facility to biodiversity-friendly enterprises. Benefiting from Rwanda’s established fund FONERWA, this specific financing window for biodiversity conservation could be created relatively easily, and could grow and evolve over time.  Initially, the Basket could be used to direct a portion of investments towards targeted biodiversity initiatives, and later could operate as a revolving fund. A number of other proposed finance solutions and other financial stream can leverage this proposed Biodiversity Conservation Basket to target financial resources towards biodiversity.  

Biodiversity Finance Type: Grant
Biodiversity Outcome: Increased funding collected and channeled towards biodiversity conservation through a dedicated national funding window.
Implementation Timeframe: 2 years




Context
Rwanda’s national fund for environment, FONERWA, through the special organ status, has a mandate to identify and institutionalize private vehicles that generate resources for the Fund. Since its establishment in 2012, FONERWA has mobilized over RWF 64 billion from both domestic resources and a number of bilateral and multilateral development partners (e.g. DFID, KfW, UNDP) and vertical funds (e.g. Adaptation Fund, Green Climate Fund, Least Developed Country Fund). 

FONERWA is a demand-based fund which conducts bi-annual call for proposals around four broad funding windows and entry-points, which are as below:

1) Conservation and sustainable management of natural resources
· ecosystem rehabilitation
· sustainable land management
· integrated water resources management
· sustainable mining and quarrying
· sustainable forest management
· promotion and protection of biodiversity

2) Research & Development and Technology Transfer and Implementation 
· renewable energy and energy efficiency
· pollution management
· water storage, conservation and irrigation technologies
· applied and adaptive research (agro-forestry, waste, urban planning)
· disaster risk reduction
· data collection, monitoring and management information systems (MIS)

3) Environment and climate change mainstreaming
· strategic environment and climate assessments (SECAs)
· sector specific (or national) adaptation and/or mitigation
· support to implementation of cross-sectoral integrated planning 

4) Environmental Impact Assessment (EIA) Monitoring and Enforcement
· monitoring and implementation of environment management plans for capital projects
· environmental auditing

As of June 2017, the FONERWA portfolio includes 32 projects implemented by a mix of government agencies (78 % of disbursements), private companies (16 % of disbursements), and NGO/CSOs (6 % of disbursements). Projects range in size from RWF 30 million to RWF 3.7 billion. The fund has registered impressive results that include those with demonstrable benefits for biodiversity conservation including; 19,642 ha of land secured against erosion, 42,016 ha forest and agro forest coverage increased, and restoration of 21,145 ha of watersheds and water bodies.[footnoteRef:14]  [14:  www.fonerwa.org
] 


The fund is open to government institutions (line ministries and districts), charitable organizations, and private institutions including businesses, research institutions,  civil society organizations. 

A review of the project summaries and key outputs for these projects during the Biodiversity Expenditure Review  revealed that, although a majority are funded through the Conservation and Sustainable Management of Natural Resources window, most projects focus on two entry points: sustainable land management (primarily through terracing and agroforestry), and ecosystem rehabilitation (primarily through tree planting and protection of riparian buffers).  Only two projects were found to directly target biodiversity conservation. 

After several debates on the establishing of a separate Conservation Trust Fund, stakeholders reached a consensus that it is appropriate to create a basket within the existing national fund, in order to avoid duplication and to reduce transaction costs. 

The two main limitations around FONERWA as a source of biodiversity financing have been the extremely competitive access modality of the fund as well as lack of earmarked funds that target investments in Biodiversity conservation. The fund is rapidly evolving and addressing past challenges based on the new mandate (revised law, 2017), lessons learnt over the past 6 years of implementation. FONERWA is currently under transition into a more robust fund with the potential to apply blended financial instruments. 


Objective

The rationale of the finance solution is to establish a dedicated funding window in FONERWA on biodiversity as an opportunity to diversify and expand the sources of financing for the fund and importantly to increase financing for biodiversity. The Biodiversity Conservation Basket under FONERWA represents the most opportunistic financing mechanism to channel resources directly towards biodiversity conservation efforts. A dedicated basket  will act as a trust fund to elevate the biodiversity focus and status in Rwanda, attracting additional public and private financing for projects directly targeted towards the protection and sustainable use of Rwanda’s biodiversity. 

The Biodiversity Conservation Basket will be relatively easy to establish, compared to setting up a new trust fund. Leveraging on existing FONERWA staff and know-how, the basket can be set aside within the fund with a separate operational manual for pooling and allocation. Grant allocation criteria with stronger focus on biodiversity conservation will accompany, and an expert network will be set up to correctly advise the FONERWA Board on allocation decisions, and to bring up the quality of proposals and project implementation. 


A clearly earmarked flow of biodiversity finance will be generated from this solution. The below model (Figure 7) reflects the various finance solutions that could benefit from the dedicated Biodiversity Conservation Basket:

[bookmark: _Toc4405897]Figure 7 Possible financing mechanisms proposed under the Biodiversity Conservation Fund
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Viability of Solution

This financial solution has high viability due to reasons listed below.

1. The finance solution aligns with the emerging concept of “Fund of funds” that FONERWA is setting up with a view to consolidate various funds to cater for specific financing preferences. to Small funds can flow to the national fund, which will manage and allocate earmarked funds based on stakeholder preferences. .
2. The fund is currently restructuring, offering an ideal opportunity to scale up existing initiatives and introduce new and emerging investment opportunities. There is growing momentum for robust engagement of the private sector which could be a new source of funding through philanthropy and corporate social responsibility (CSR). 
3. Existing legislation that grants FONERWA a special status fund allows for the flexibility to guide set up of a new funding window or basket.
4. Experienced fund management staff are already in place to ensure the basket is expeditiously set up as well as avoid and/or reduce the transaction costs of setting up a separate institution 
5. There is strong global and national confidence in the fund and it has a high profile internationally to benefit marketing and financing of the biodiversity conservation window under the existing fund.

Opportunities / Scalability

The opportunities presented by the biodiversity conservation fund include:

1. 
2. 
3. Potential to generate pipeline of projects – FONERWA has over the past 6 years received over 1,200 applications (concept notes/expression of interest). Biodiversity projects such as the “Rehabilitation of Areas in Nyungwe Damaged by Fires” have been submitted to FONERWA and form part of the fund project pipeline. Such pipeline of biodiversity projects would quickly transition to implementation based on financing from the biodiversity conservation window with dedicated criteria and support.
4. Provide a vehicle for philanthropic investments that have in the past benefited conservation (e.g. introduction of rhinos and lions in Akagera) and contributions to protected area expansions. 
5. Through the Friends of Rwanda Network and major events like the annual Kwita Izina, there is significant potential to raise financing through a dedicated basket that seeks to direct resources to promote conservation. This also presents an opportunity to crowd in resources from various sources including public, private and NGOs considering FONERWA’s strategic position to work with all these partners. 
6. An opportunity exists for a high profile launch at the next Kwita Izina week/day.
7. 



Projected financial results

Approximately 58% of FONERWA planned spending goes towards the conservation and management of natural resources (Thematic Window 1). Those projects typically have soil erosion prevention activities such as construction of terracing and tree plantation and are most often implemented by district governments. However, the fund has faced significant barriers in accessing the funds for biodiversity conservation.

The challenges included limited technical capacity to develop competent proposals that integrate biodiversity with climate change. There is the issue of biodiversity tracking as well. A number of projects incorporated forestry and agroforestry but these did not include or track biodiversity benefits. A dedicated window would specifically allocate funds and facilitate monitoring of finance flows to biodiversity conservation and therefore will help in overcoming these barriers and constraints inherent in the current FONERWA. 


On the demand side, Table 5 illustrates that the fund was able to progressively increase access to national and global sources of funds from US$13.1 Million (2013) to US$145 Million (2018). Even though this falls short of the forecast milestone of US$170.4 Million, this is a clear demonstration of the potential of FONERWA to mobilize resources for environment and climate change at scale. Opening a window on biodiversity conservation will make the fund even more attractive based on the role natural resources in general and biodiversity in particular is projected to play in promoting sustainable development during NST (2018 2024) and SGD/NBSAP period (2015 – 2030). 

Table 5 Demonstrated growth of the fund illustrates the potential for growth of biodiversity financing
	Indicators



	Previous reported level of achievement September, 2018)
	Progress to end (December, 2018)
	Milestones to 31th December

	
	
	
	
2013
	

2014
	
2015
	
2016
	

2017
	

2018

	Cumulative volume of finance [US$ millions] mobilised for climate and environment purposes including Biodiversity.
	(A) Contributions to Fund
	
52.6
	
52.6
	
10.0
	
33.0
	
53.7
	

76.6

	
92.3
	
108.0

	
	(B) Leveraging (including co-financing)
	82.4
	82.4
	
3.1

	5.7
	

24.4


	
37.8

	
43.7

	

62.6



	
Total
	
145
	
145
	
13.1
	
38.7
	
88.1
	
114.4
	
146
	
170.4





On the supply side, FONERWA’s domestic contribution to the Biodiversity Conservation Fund is proposed to at least amount to 15% of the 58% spent on natural resources management window. FONERWA has cumulatively mobilized 145 Million USD in 6 years and would have contributed about 8.6 Million USD in that period to the Conservation/Biodiversity Fund. It is being proposed that a conservative estimate of 15% of the resources allocated to ecosystem and natural resources management be earmarked for biodiversity and flows to the Biodiversity conservation window of FONERWA. The tracking of past spending on ecosystem and natural resources indicated that 58% of the total FONERWA resources were used on ENR management. Thus, the scenario projects a contribution of about 8.6 Million USD in that period to the Biodiversity Conservation Fund.

In addition, the collections from environment and natural resources fees and fines would be earmarked to flow to the Biodiversity Conservation Fund window of FONERWA and consequently be used for biodiversity and natural resources management. The total fees and fines collected by FONERWA is estimated to be a total of US$9.41Million by 2029 (from Table 8 above)

It is also expected that MINECOFIN/RDB will contribute a portion of tourism revenues to capitalize the Fund as way to catalyze private-sector investments. In addition, FONERWA will target CSR such as Bank of Kigali which has demonstrated interest in environmental matters as a source of financing the Conservation/Biodiversity Fund. Moreover, the Biodiversity Conservation Fund will attract philanthropic contributions and Rwanda has already demonstrated philanthropic partnerships aimed to support conservation in Akagera and more recently towards expanding the protected area of Volcanoes park. With the road map to transition Gishwati – Mukura into a national park, there will be momentum for resources mobilization at scale that can realistically be facilitated by a national Biodiversity Conservation Fund akin this Finance solution seeks to develop. Thus, the estimates are considerably conservative and, in all likelihood the finance solution on biodiversity conservation will generate much more resources to close the finance gaps projected under NBSAP. 

Strategy to increase FONERWA funding for biodiversity conservation

The introduction of Biodiversity Conservation Fund, as a window in FONERWA (Fund of Funds model of fund management) will benefit from seed funding allocation for Biodiversity conservation as a proportion of all resources the basket fund in order to:

1. Use seed funding from FONERWA to kick start the Biodiversity Conservation Fund
2. Earmark allocation for Biodiversity on an ongoing basis.
3. Provide co-financing for external contributions that usually require demonstration of ownership through co-financing arrangements.
4. Facilitate and conduct targeted high-level resources mobilization around key national and international biodiversity relevant events such as Kwita Izina.
5. Act as an intermediary for piloting PES schemes (users/buyers pay into FONERWA, which then oversees and pays landowners who have generated ‘credits’ such as improved soil organic matter). 
6. Finance research through partnerships including the Center of Excellence in Biodiversity and natural Resources for improvement of Biodiversity outcomes which will in turn promote inventorying and therefore inform the Biodiversity score card as well as Biodiversity expenditure tracking

Develop Fund Business Plan and road map

FONERWA has engaged a consultancy firm to support the fund in resource mobilization. Once the Biodiversity Conservation Fund is prioritized the firm will be tasked to develop a proposition on how the Fund solution will be organized and function as well as the timeline for operationalization of the window. It is expected that the window can be designed to commence operations in one to two years. 


Next Steps

Activities identified to implement a Biodiversity Conservation Fund are outlined in the stakeholder table below.

	Step
	Lead Party
	Key Stakeholders
	Timeline

	Present the Biodiversity Conservation Fund design to the Ministry of Environment Senior Management to approval
	FONERWA 
	MoE/ REMA /RWFA
	2 months

	Commission design of the window outlining the operational modality
	FONERWA
	MoE/REMA, MINECOFIN, RDB, 
	6 months

	Launch Biodiversity Conservation Fund window during KwitaIzina week
	FONERWA
	RDB, MoE/REMA
	6 Months

	Secure seed funding for the Biodiversity Conservation Fund
	FONERWA
	MoE/REMA, MINECOFIN
	12 months


	
Risk Analysis

· Resistance from institutions may undermine buy-in. Although there is goodwill and a growing positive response to improving and investing in conservation, there is still significant efforts needed to improve coordination among the various institutions to benefit from the opportunities inherent in NBSAP, the nationally endorsed  comprehensive approach and a coordinated plan of action to effectively tackle conservation. Considering the current administrative challenges, significant effort will be needed to transform the approach to conservation in a way that provides sufficient support for the Trust Fund as a BIOFIN solution.
· Collection of fees and fines as a source of domestic financing is still constrained by regulatory and institutional challenges that must be streamlined and strengthened through cross sector coordination.

[bookmark: _Toc25248456]Improve efficiency and effectiveness of environmental fee and fine collection

Biodiversity Finance Type: Blend of Enabling and Direct
Biodiversity Outcome: Improve efficiency and effectiveness of environmental fee, fines and penalty collection
Implementation Timeframe: On-going and further refinement of collection procedures within 1 year

Context

This finance solution deals with fees which generate additional funding for biodiversity and fines which avoid the need for future biodiversity expenditures. Thus, improving measures for collection of both fees and fines, the focus of the finance solution serves to improve biodiversity conservation. According to Article 28 of the current Law on Environment (LAW N°48/2018 OF 13/08/2018) on biodiversity protection, the State is obliged to protect biodiversity. Among the specific activities outlined to be carried out to ensure Biodiversity protection include: establishing a list of species of animals and plants, their scarcity, aesthetic value, threat and socio-economic, cultural and scientific values; and to identify protected and commission areas for ecosystem conservation and/or rehabilitation including but not limited to historical sites monuments. The same Law requires decentralized entities to ensure implementation of relevant legislative provisions, policies, strategies, programs and plans that seek to protect, conserve and promote the environment.

These national institutions will require access to financial resources in order to meet these obligations that promote and even accelerate achievement of Biodiversity targets in the NBSAP II. The BER (2017) demonstrated a modest average growth in biodiversity expenditures of 2% over the period from 2011/12 to 2016/17. Moreover, the BER (2017) showed that, biodiversity budgets for the natural resources dependent sectors of the Rwandan economy appear to fluctuate from one year to another. This may reflect a limited commitment to biodiversity objectives within government budget agencies or lack of consensus on the sources of financing biodiversity among sector and cross-sector players. Alternatively, financing for biodiversity could be seen as an externally financed area like climate change, a persistent perception that needs to be urgently addressed by a growing number of developing countries including Rwanda. This is also a reflection that the government prioritization of biodiversity relative to other development programs has significant room for improvement.

FONERWA is considered a central institution in implementing the finance solution on improving efficiency and effectiveness of environmental fee, and fines collection. In determining capitalization of FONERWA, potential sources were quantitatively explored based on internal and external finance categories in the FONERWA Law[footnoteRef:15], and subject to data availability. Domestic capitalization sources included: (1) Environmental fines and fees, (2) EIA fees (mentioned above), (3) Forestry and Water user fees, (4) Other environmental revenue and (5) Seed financing from domestic stakeholders (line ministries). The first three categories Environmental fines and fees, EIA fees, and Water and Forestry fees as well as a separate category, mining guarantees are the subject of elaboration of the Finance solution herein under consideration.  [15:  Nº 39/2017 of 16/08/2017 Law establishing the National Fund for Environment and determining its mission, organization and functioning.
] 


The justification for this identification and selection of grouping these under the same finance solution is twofold. Relevant legislations have been put in place to ensure they are implemented and a significant number are currently being implemented albeit with significant constraints that need to be urgently addressed to achieve national development gains. Additionally, a review of Environmental Fiscal Revenue (EFR) was carried out in 2014 entitled “Economic Assessment on Environmental Fines and Fees”. The study looked at water levy, Motor vehicle tax and tourism tax. While these are considered environmental fines and fees and each one of them can be considered as a Financial solution on its own, they are not part of this finance solution analysis.

FONERWA’s domestic capitalization was seen as an effective measure by line Ministries to leverage additional public finance to support crosscutting environment and climate change initiatives that included the window on natural resources management and Biodiversity conservation. The experience gained and lessons learned in the course of operationalizing FONERWA indicated that effective mobilization of domestic resources requires i) legislation, ii) efficient and effective procedures for collection, and iii) buy-in from pertinent institutions. Table 6 below shows the amounts collected by FONERWA in various years from environment, water and forestry fees and Mining guarantees (payments to the fund began in 2017). The noticeable increase in collections related to mining fees is a result of guarantees that must be ultimately used to rehabilitate mining sites. Thus, they are considered to potentially contribute to improvements in ecosystem management and biodiversity conservation.  


[bookmark: _Toc4405881]Table 6: Contributions to FONERWA By Donor (Rwf mill)
	Donor
	FY 2012-2013
	FY 2013-2014
	FY 2014-2015
	FY 2015-2016
	FY 2016-2017
	FY 2017-2018
	TOTAL RECEIPTS TO DATE

	DFID
	0
	2,452.8
	3,979.2
	7,760.1 
	3,775.9
	2,065.3
	20,033.2

	UNDP
	0
	161.1 
	122.9
	207.6 
	228.9 
	50.4 
	771 

	KFW
	0
	-   
	817 
	573.4
	3,489.8
	 
	4,880.3 

	GCF
	0
	 
	-   
	88.2 
	403.7
	594.7 
	1,086.6 

	World Bank
	0
	-   
	-   
	-   
	-   
	247.8
	247.8 

	GoR 
	337 
	2,100 
	-   
	367.2 
	500 
	-   
	3,304.2 

	Own Revenues
	27.3 
	23.1 
	26.6 
	69.8 
	833.7 
	103.6 
	[bookmark: _Hlk3092377]1,084.1 

	Total  (Rwf mill)
	364.4 
	4,736.9
	4,945.7
	9,066.3
	9,232.1
	3,061.8
	31,407.2



[bookmark: _Hlk3092353]The significant amount FONERWA has collected from fees and fines to date is attributable to the initial contribution from the GoR in the amount of 337 million Frw which had been collected as forestry fees over the years prior to the establishment of FONERWA in 2012, reflected under “GoR” in Table 6 above. After 2012, environmental fees, fines, penalties, and licenses are recorded in FONERWA’s “own revenues”, as reflected in the table 6 above. Collection from these revenue sources has ranged from 27.3 million Rwf in 2012/13 to 103.6  million Rwf in 2017/18. In 2016/2017 an amount of 833,748,164 Frw came into the fund from accumulated mining guarantees. The total collections both from GoR (Forestry Fund) and other domestic sources identified as own revenue in table 5 above (in the period 2012 – 2018) is approximately 1.4 Billion Frw (337+1,084). Therefore, even with current constraints in collections of fees and fines as illustrated by the “own revenues” category in table 6, the cumulative revenues from fees and fines alone is 3.4% of the total FONERWA revenues. Thus, there is scope for policy support to put measures in place that improve collections of fees and fines as a core component of FONERWA revenue stream as was envisaged in the design of the fund. 

According to the new FONERWA Law (LAW Nº 39/2017 OF 16/08/2017) Article 55 on Payment of a fine, any fine provided under the Law on Environment is deposited to the bank account of the National Fund for Environment (FONERWA). Despite the legal mandate, however, there has been limited coordination and consistency on the enforcement of environmental regulations and the management of environmental fines at the national and District level.

Fees and fines that would ideally be collected by FONERWA for natural resources management and biodiversity protection and conservation are collected by Local governments. This is done on the basis of a Presidential Order (N°25/01 OF 09/07/2012) which establishes the list of fees and other charges levied by decentralized entities and determining their thresholds as articulated in Article 25 on Fees and other charges. The financial solution would require that pertinent institutions including MoE/REMA/RWFA/FONERWA engage District councils in a bid to catalyze the use of biodiversity relevant fees and fines towards improved management of these resources.

The majority of environmental fines are collected by Districts in an unorganized fashion bundling environmental fines and fees with other taxes. Districts, however, do not have authorization to use the environmental revenue that they collect, thereby dis-incentivizing Districts to collect fees and fines, and transfer this revenue to FONERWA. This misalignment between national environmental priorities and District level implementation calls for improvements in the collection channels and use of revenues from environmental fees and fines which this finance solution seeks to address.

FONERWA does not participate in collection of the fines and fees, and only relies on institutions directly responsible for forestry as well as Districts to transfer collections to FONERWA account. In the absence of certainty that the fees and fines the Districts collect will recycle back to the Districts, incentives to Districts are needed to motivate collection of fees and fines in a way that benefits Biodiversity conservation. This finance solution, therefore, will design and implement an incentive scheme for the improved collection and disbursement of this revenue stream. For instance, part of the revenue collection could be recycled back to provide trainings and assets such as bicycles to facilitate enforcement. It is anticipated that this would enhance the Districts’ interests and would result in increasing the amount collected and consequently allocated to ecosystem management and biodiversity conservation.

Considering high dependence of critical development sectors such as agriculture, water, tourism, and fuel wood on biodiversity, it is important that domestic allocations are improved. As a crucial input to Rwanda sustainable development, there is urgent and growing need to increase finance to protect, restore and conserve national ecosystems and biodiversity as a priority pillar in order to achieve the goals of the National Strategy for Transformation and the longer-term Vision 2050 as well as the regional and international obligations including SDGs and Africa Agenda 2063.

This is the critical rationale for designing a finance solution that promotes fees and fines generated from natural resources that will in turn benefit ecosystem management and Biodiversity conservation.

Objectives

The finance solution on Improving efficiency and effectiveness of environmental fee, fines and penalty collection generated from environment and natural resources sectors including environment, water resources, forestry and mining will strengthen the effectiveness of the regulatory environment that will ultimately improve ecosystem and biodiversity conservation goals. This has significant socio-economic benefits that derive from increased productivity of sectors like agriculture, forestry and integrated water resources management (IWRM) which are underpinned by healthy and functioning ecosystems and Biodiversity. In specific terms, the finance solution will improve enforcement of environmental fees, and fines, , which will in turn generate more funds for biodiversity.  Enhancing levels of domestic financing will catalyze both public and private external resources and thus ensure predictable and sustainable financing aimed at promoting Rwanda’s biodiversity protection and management. 

Expected financial result from revenues from environmental fee, fines and penalty collection

FONERWA has generated approximately 1.4 Billion Frw (US$1.6 Million) from environment and natural resources-based fees and fines from 2012 to 2018. FONERWA received a total of 31.4 Billion Frw in the same period. Thus, assuming that these collections directly benefit ecosystem and biodiversity conservation and management, approximately 4% of the total FONERWA receipts constitute domestic resources mobilized that can be used to improve biodiversity conservation.

However, this was achieved in the absence of a reliable framework on effective measures for collections of fees and fines sanctioned by the existing laws from FONERWA and the supporting institutions. This was in part because FONERWA’s Law needed to be revised to strengthen management and operations including recruiting competent legal staff to develop measures for effective institutional engagement and collection of fees, and fines.

FONERWA developed a business plan to be implemented with the support of the new law (2017). The business plan projected local fund capitalization to be about 1.2 % of an ambitious capitalization scenario that projects about US$55 Million in 2019/20. These projections took into account the environmental fees and fines as the primary source of domestic revenues. Past and future projections (2012 - 2018 and 2018 - 2020) gave an average of approximately 2.6% (4% and 1.2%) domestic capitalization consisting of mainly environmental fees and fines as a proportion of FONERWA capitalization from all sources. This is currently estimated at US$1.4 Million by 2020.

[bookmark: _Toc4405882]Table 7: FONERWA Business Plan Funding Sources and Uses
[image: ]


From table 7, significant amount in excess of US$1.4 Million can be collected to the benefit of ecosystem management and biodiversity conservation. The Laws outlined along with the information in table 7 provide broad guidance on the fees and fines (administrative sanctions) that FONERWA can collect. These projections do not include the Environmental Impact Assessment fees expected from Rwanda Development Board (RDB) and Ministry of Finance (MINECOFIN) which is still under discussion at the policy levels. Whereas there is consensus that the provision in the FONERWA law needs to be implemented, there are discussions on whether the zero point one per cent (0.1%) of the project cost of which environmental impact assessment has been carried out minus the working capital is appropriate. RDB has proposed a flat fee of US$200 instead of the 0.1% and this is being considered under current discussions. RDB estimates indicate issuance of about 600 EIA certificates a year. For purposes of estimating the minimum revenue from EIA, the flat fee scenario has been considered and this amounts to US$120,000 annually. 

It is understandable that institutional coordination is going to be critical to put effective measures for collections including concluding on draft Ministerial Orders (Water permit to increase permit fees from 35,000 to 50,000 Frw and the one on forestry fees) essential to operationalize the laws. With the new institutional features enabled by the new FONERWA law, the fund is now well positioned to accelerate the process of domestic resource mobilization broadly and in particular collection of fees and fines as required by existing law.

Some Laws also need to be harmonized to ensure that it is explicitly stated that fees and fines (administrative sanctions) relevant to environment protection must be deposited on FONERWA account. This is especially the case with the mining law that states “The nature and amount of environment rehabilitation guarantee as well as modalities for depositing it are determined by regulations of the competent authority.” which leaves the collection of environmental guarantees open to interpretation. This presents challenges to implementation and demands that FONERWA meaningfully engages other institutions in the law-making processes to avoid challenges and growing inconsistency in collection of fees and fines as part of the fund’s revenue stream.

Environmental related fees and fines determined by various laws are outlined and elaborated in Table 8 with details on the various fees and charges levied under each law where applicable.

· The law on environment (LAW N°48/2018 OF 13/08/2018 ON ENVIRONMENT in Article 55 on Payment of a fine based on Administrative sanctions outlined in Section 2 under this Law is deposited on bank account of the National Fund for Environment (FONERWA)., 
· Water permit system[footnoteRef:16] . Whereas it is clearly stated that water user fees for permits granted to water users are deposited on FONERWA account, it is unclear whether administrative charges go to FONERWA account. This will require harmonization of existing laws before FONERWA can receive such funds. [16: https://www.waterpermit.rwfa.rw/login ] 

· Forestry (LAW Nº47bis/2013 OF 28/06/2013) under the “administrative sanctions states that “Seized forestry products shall be sold at auction and the proceeds of the sale shall go to the National Fund for Environment”. Whereas the law is explicit on payments for administrative sanctions regarding seized forestry products being made to FONERWA, it does not clarify where payments for other fees and fines are made. The draft Ministerial Order[footnoteRef:17] on the other hand in article 25 states that all payments for Forestry fees and fines are made to the FONERWA account “All payments for forest fees and fines must be made into FONERWA’s designated Bank account”. Thus, there is urgent need to harmonize legal instruments in place to ensure that all fees and fines from the forestry collections are made to FONERWA and to ensure that they are used for ecosystem management and biodiversity protection and conservation. [17:  Draft Ministerial Order N°…Of …. Fixing Fees for Cutting or Exploiting Forest and determining Modalities of their payment.] 

· [bookmark: _Hlk2239448]Mining and quarry exploitation (LAW N° 58/2018 of 13/08/2018) in its Article 42 states “The nature and amount of environment rehabilitation guarantee as well as modalities for depositing it are determined by regulations of the competent authority.”
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Table 8 Fees/fines (Rwf) cited in the various Laws that can be used for Biodiversity conservation (identified to flow to FONERWA)
	Environment

	Laws
	No EIA
	Pollute/damage
wetland
	Change wetland
	Violation of required distances
	Pollution of Public/Private area
	Pollute with waste
	Burning waste
	noise pollution
	Hindering inspection

	[bookmark: _Hlk3061557]Environment - LAW N°48/2018 OF 13/08/2018.
	2%
	3,000,000
	5,000,000
	500,000
	50,000/ 5,000,000
	10,000
	25,000
	500,000
	500,000

	Water Resources

	
	Water use fees
	ADMINISTRATIVE SANCTIONS

	Water - LAW N°49/2018 OF 13/08/2018
	Determined by MO; Existing MO charges are 35,000 but MO is being amended to 50,000
	false
information to get a water use permit,
	Prohibited activities within
protection perimeters or groundwater
protection areas
	Obstruction of investigation
	Additional sanctions

	
	50,000
	250,000
	500,000
	500,000
	Restoration ( – beneficial to ecosystem management

	Forestry

	Forestry: LAW Nº47bis/2013 OF 28/06/2013 DETERMINING THE MANAGEMENT AND UTILISATION OF FORESTS IN RWANDA
	The Law mentions only one administrative fine from one hundred thousand (100,000) to one million (1,000,000) Rwandan francs for violating the provisions of this Law. Other fees are for licenses. However, there is no mention of where the funds go or are used for. However, seized forestry products shall be auctioned and proceeds go to FONERWA (Article 67).

	
	fees paid on exploitation of forests
	fees for exploitation of private forests
	fees for exploitation of district forests
	All payments for forest fees and fines must be made into FONERWA’s designated Bank account according to the MO under development

	
	
	
	
	Additional fees depending on the proposed use of forest products. The information below is based on carbon emission activity

	
	1% of project value or 100 frw per square meter
	(i)	0.3 % of the license fee for trees intended for firewood use
(ii)	0.5 % of the license fee for trees intended for traditional charcoal burning;
(iii)	0.2 % of the license fee for trees intended for modern charcoal burning;
(iv)	 0.2% of the license fee for cutting or harvesting trees intended for petrified wood.

	Mining

	[bookmark: _Hlk3090658]Mining and Quarry Operations: Law N° 58/2018 of 13/08/2018
	Article 42: Environmental rehabilitation guarantee An exploration, mining or quarry license holder is required to provide an environmental rehabilitation guarantee.

[bookmark: _Hlk3094632]The nature and amount of environment rehabilitation guarantee as well as modalities for depositing it are determined by regulations of the competent authority.



Table 9 Summary of projected Environmental fees and fines in 1000’s US$
	Finance Solution
	2019
	2020
	2021
	2022
	2023
	2024
	2025
	2026
	2027
	2028
	2029
	Total

	1. Fees and Fines[footnoteRef:18] [18:  Projections based on FONERWA business plan in table 8.  ] 

	670
	670
	670
	800
	800
	800
	1,000
	1,000
	1,000
	1,000
	1,000
	9,410

	2. EIA[footnoteRef:19] [19:  Projections based on current discussions between MoE and RDB with the flat fee which is the minimum offer from RDB.] 

	120
	120
	250
	250
	250
	250
	500
	500
	500
	500
	500
	3,370

	3.Mining guarantee[footnoteRef:20] [20:  Conservative estimates based on past collections of 300 Million Frw on a quarterly basis.] 

	500
	500
	500
	500
	500
	500
	500
	500
	500
	500
	500
	5,500

	Total
	1,290
	1,290
	1,420
	1,550
	1,550
	1,550
	2,000
	2,000
	2,000
	2,000
	2,000
	18,280



Key actions and next steps to guide implementation of the Finance Solution

This finance solution is aimed at generating additional revenues through fees and avoiding expenditures through fines. This will require addressing a number of the constraints and challenges in environmental fee and fine collection including those identified in the pre-feasibility study, such as insufficient capacity and technical knowledge on financial and economic analysis to inform policy decisions that promote ecosystem and biodiversity conservation, an effective tracking mechanism of fee collection and utilization, and robust and effective stakeholder consultation and coordination. The fiscal, regulatory, and market-based instruments are proposed to achieve this finance solution and the successful execution of this finance solution will depend on effective stakeholder collaboration, in particular those highlighted in the table below. 	


	Step
	Lead Party
	Key Stakeholders
	Timeline

	Develop systems to improve national oversight of District fee collection/disbursement
	REMA
	MoE/FONERWA, MINALOC/LODA/District Authorities
	12 months

	Create of additional direct incentives for Districts
	FONERWA
	MoE, REMA, RWFA, MINALOC/LODA/Districts
	12 Months

	Awareness raising of environmental laws and regulations
	REMA
	FONERWA, RDB, MINALOC/LODA, MINECOFIN RIB (Environmental Protection Unit) District Authorities
	6 months

	Revise Ministerial Order to increase fees from 35,000 to 50,000 and include annual fees
	RWFA
	REMA, MINAGRI, MININFRA/REG/WASAC, ARCOS
	12 months

	Policy-level decisions on amount of EIA fees to be included in a Ministerial Order
	MoE
	MINECOFIN, MINALOC/LODA, RDB, REMA and FONERWA
	6 months




The combination of instruments aimed at awareness raising, system improvements, and incentives specific to biodiversity conservation among Districts are all aimed at reforming the existing fee structures in order to capture and channel financial resources for biodiversity and ecosystems.  Not only will this finance solution generate additional revenue but, there is potential to avoid future biodiversity expenditures by reducing environmental crimes. In addition, reforming the existing fee structure will incentivize water, forestry, mining and other natural resource users to improve efficiencies in their operations, for example reducing water consumption or improving forest management.  The introduction of water user fees and forestry user fees (draft Ministerial Orders under review), presents an ideal opportunity to ensure these fees are properly collected and channeled back to protecting the resources users depend upon. These market-based solutions combined with regulatory and fiscal reforms offer a holistic approach to improving the collection and management of environmental fees, fines, and penalties.

Risk Analysis

· Lack of buy in from stakeholders such as RDB and MINECOFIN
· Limited technical expertise in FONERWA and other relevant institutions to support law enforcement
· Limited financial resources to support capacity for enforcement

[bookmark: _Toc25248457]Water User Fees for Catchment Management

Biodiversity Finance Type: Direct; Generate and Realign
Biodiversity Outcome: Sustainable Use
Implementation Timeframe: 1-2 years

Summary of finance solution
The objective of this finance solution is to secure the financial resources necessary for effective water catchment management. Rwanda is currently phasing in a water user permit system, which will impose one-time permit fees plus annual water user fees based on the type of activity (e.g. water supply, irrigation, hydropower). A draft Ministerial Order establishes a list of activities and installations subject to a water use permit, with annual water use fees based on either production capacity (e.g. for water supply), minerals extracted (e.g. for mining), or area of land (e.g. irrigation and aquaculture).  This finance solution is two-fold: The existing water user fee structure, as determined in the draft Ministerial Order, should be reformed; and a portion of funds from the water user fee should be channeled towards catchment management, particularly in sensitive hydrological ecosystem such as wetlands.  It is mandated in the draft Ministerial Order that fees collected shall be paid into the National Fund for Environment in Rwanda (FONERWA), but in order to ensure these resources are directed towards catchment management, a portion of these fees could be more narrowly channeled into the proposed Biodiversity Conservation Fund through a revolving funding window, the creation of which is another proposed finance solution in this Plan (see natural resource users in the schematic above). 

Context

Water regulation and management falls under the authority of the Rwanda Water and Forestry Authority within the Ministry of Environment.  As promulgated under Article 5 of the Water Law, Rwanda adheres to the principles of “user-payer and polluter payer” according to which the user of water and the polluter support a significant part of expenses resulting from measures of prevention, of pollution reduction and restoration of the resource in quality and in quantity[footnoteRef:21]. [21:  Law N°62/2008 OF 10/09/2008 putting in place the use, conservation, protection and management of water resources regulations. ] 


Pursuant to the (revised) Water Law determining the use and management of water resources[footnoteRef:22], a Ministerial Order[footnoteRef:23] was drafted that establishes the list of activities and installations subject to a water use permit.  Water users, including for water supply, irrigation, aquaculture, hydropower, mining, and other industries (e.g. coffee washing, bottling) are subject to administrative fees in addition to annual use fees.  These fees are to be paid into the National Fund for Environment in Rwanda (FONERWA).  The following activities and works are subject to prior water use permits: [22:  Law Nº 49/2018 of 13/08/2018 determining the use and management of water resources in Rwanda]  [23:  Annex 1 to the draft Ministerial Order Establishing the List of Activities and Installations Subject to a Water Use Permit and Determining Conditions, Procedures of Acquiring the Water Use Permit.] 


· Irrigation of a land surface of more than 1 ha;
· Abstraction of surface or ground water with motorized pump or non-motorized pump;
· The construction of infrastructure on the banks of, or inside rivers or lakes:
· The construction of a dam;
· Excavation of bed materials from water bodies;
· The use of a water body or parts thereof, for industrial fisheries or aquaculture, recreation, or sports, oil or gas extraction, or other industrial or commercial activities. 
· The exploitation of thermal water resources
· Deviation of a river or any other water body

The current fee structure of the water permits includes a non-refundable 35,000 Rwandan Franc application fee (proposed to increase to 50,000 under the draft Ministerial Order), and an annual water use fees based on water use activity.  As can be seen from the table below, the current fee structure requires irrigation projects to pay 3,000 Rwf per ha of irrigated land, per year.   

[bookmark: _Ref4340879][bookmark: _Toc4405884]Table 6 Annual Water User Fees
	Activity
	Annual Water use fee in Rwanda Francs (RwF)

	
	

	Water supply
	Seven hundred and fifty (750) per m3/day of production capacity

	Irrigation
	Three thousand (3,000) per ha of irrigated land

	Aquaculture
	Four thousand (4,000) per ha

	Hydropower
	Two hundred twenty-five thousand (225,000) per MW of production capacity

	Mining
	Six thousand five hundred (6,500) per ton of minerals extracted

	Industries:

	-       Coffee washing or tea
	Fifty (50) per m3/day of consumption capacity

	
	

	
	

	
	

	-       Other industry
	One thousand five hundred (1,500) per m3/day of consumption capacity

	
	

	
	

	-       Bottled water, soft drink and beer
	Five (5 Rwf) per hl



As revealed in the recent economic valuation of the Akagera Wetland Complex[footnoteRef:24], the current proposed fee structure for surface water abstraction and use is not reflective of the true value derived from the wetlands for irrigation and other commercial agricultural purposes (e.g. coffee washing).  As estimated in the study, irrigation water for three major irrigation operations in the Akagera Wetland Complex (Bramin, Nasho, GIP) provides over 5.3 million USD in benefits every year in the form of improved yields (irrigated croplands are two to three times more productive than non-irrigated crops), amounting to approximately 2,500 USD per hectare per year.  Based on the proposed water use fees, these enterprises will be required to pay fees in the amount of 3,000 Rwf (approx. 3.40 USD) for each hectare irrigated.  Based on the total hectares under irrigation in these three commercial operations (2,110 hectares), the revenue generated by the water user fees is anticipated to be 7,153 USD annually. [24:  Feasibility study conducted under the BIOFIN Phase-I program. See annexes attached to the Biodiversity Finance Plan. ] 


[bookmark: _Toc535317260][bookmark: _Toc4405885]Table 7 Annual Irrigation Costs and Benefits in the Akagera Wetland Complex

	
	Value
	Unit

	Number of Irrigated Hectares
	2,110
	ha

	Irrigation benefit per hectare
	2,546
	USD

	Total Water Use Benefits
	      5,372,060 
	USD

	 
	 
	 

	Water use fee per hectare
	3.39
	USD

	Total Water Use Cost
	7,153
	USD


		   Source: Akagera Wetland Complex Economic Valuation Study (2018)

Therefore, these fees could be revised, or wetland fees could be proposed (see finance solution 5.1.4), to increase the revenue generated by these commercial activities, in order to cover the costs of proper catchment management.   The current policy mandates that fees are to be paid to the National Fund for Environment in Rwanda (FONERWA).  Although earmarking these revenue streams for Rwanda’s environment and climate change fund will contribute to green growth investments, it is first important to secure the costs of proper catchment management for the benefit of commercial and domestic users.

Objective

The primary objective of this finance solution is to secure financial resources for improved catchment management. This Ministerial Order, yet to be approved, offers an opportunity to revisit the annual water use fees as well as the channeling of these fees, once the water authority (RWFA) begins a collection system.  Per the Ministerial Order, fees shall be paid into the National Fund for Environment (FONERWA), however this does not guarantee that these resources will be channeled back into catchment management initiatives.  The proposed Biodiversity Conservation Fund (see Finance Solution 5.1.1.) offers a mechanism to channel the revenue collected from water users into a dedicated fund for ecological infrastructure investments.  

Water user fees channeled through the dedicated Biodiversity Conservation Fund could be used to fund a variety of catchment management activities, including:

· Wetland restoration, conservation and sustainable use, guided by ongoing wetland assessments which will determine sustainable uses
· Catchment restoration
· Agroforestry/silvopastoralism

Expected Financial Results

Although regulations on water user permit and fees are still under review,  it is possible to estimate the potential revenue generated through the planned implementation of water user fees. To date, 192 entities possess water use permits, and will be subject to annual water user fees.  

Based on the estimated water consumption for currently permitted entities, the annual water user fees should generate 970 million Rwf (1.1 million US$)[footnoteRef:25] in revenue for FONERWA.  This likely does not account for all water users as the Permits Register maintained by RWFA does not yet account for all water users.   Therefore, we assume that an additional 10% of water users will be brought under regulation under the newly enacted permit and water user laws each year. By law, these funds are to be deposited into FONERWA’s account at BNR. This revenue stream could be further earmarked for the proposed Biodiversity Conservation Fund, and be dedicated to fund ecological infrastructure (e.g. wetlands) and biodiversity conservation in Rwanda, including PES schemes (see righthand side of Figure 6).  [25:  This figure includes water suppliers, irrigated land (estimated to be 48,000 ha), aquaculture, hydropower (estimated to generate 98.5 MW), mining (estimated 9,000 tons of mineral production), beverage companies (tea, coffee, beer, soft drinks), and other industry (e.g. hotels). ] 


Implementation Plan 

The below steps will enable Rwanda to revisit water user fees ensure these anticipated future resources are channeled back into proper catchment management.  It will be important that during this process, the Biodiversity Conservation Fund is established under FONERWA to channel funds from water users into catchment management activities.  

	Step
	Lead Party
	Key Stakeholders
	Timeline

	Review existing water users and project future pipeline of funding by water catchment, and identify financing needs for ecological infrastructure
	RWFA/IWRM 
	REMA
	3 months

	Engage with the establishment of the Water Board 
	REMA
	REMA, RWFA, MINAGRI, RIB, ARCOS
	ongoing

	Establish a budget and list of activities needed for each water catchment (with a particular emphasis on sensitive ecosystems such as wetlands) and criteria for funding (e.g. PES scheme?)
	RWFA/IWRM
	REMA
	6 months

	Pilot payment scheme in selected catchments for nation-wide roll out
	FONERWA
	RWFA/REMA
	1 year




[bookmark: _Toc25248458]Piloting Business Plans for Selected Wetlands

Biodiversity Finance Type: …
Biodiversity Outcome: …
Implementation Timeframe: …

Context

Wetlands have been well-recognized for the critical role they play in regulating ecosystems and providing valuable services to businesses and households.   The widely-documented benefits of wetlands, from flood and storm protection to water filtration to food supply, have been valued at up to US $15 trillion worldwide (WRI, 2005).  Perhaps most directly important to human well-being are the food and water wetlands provide to the surrounding communities, with fish serving as an important source of protein for many rural communities. Table 8 below describes the multitude of ecosystem goods and services wetlands provide. 

[bookmark: _Ref2767169][bookmark: _Toc4405886]Table 8 Ecosystem Goods and Services in Wetlands
	Wetland Benefit
	Description 

	Flood Control
	Absorbs rainfall and regulates the flow into streams and rivers (flood control in wet season, water supply in dry season). Critical for climate mitigation and adaptation. 

	Water Purification
	Transforms nitrogen into gas, takes up nutrients through plants, traps pollutants in sediment,

	Water Supply
	Provides drinking water for people and livestock, irrigation

	Food Supply (fish, rice)
	Aquaculture, rice cultivation, wild food plants and aquatic animals

	Storm protection
	Coastal wetlands break storm waves and prevent coastal damages.

	Climate Regulation
	Carbon sequestration and storage.

	Cultural value
	Religious, historical, archaeological value

	Materials and Medicines
	Fuelwood for cooking, thatch for roofing, timber for buildings, leaves for medicine.

	Recreation areas
	Water sports, bird watching, hunting

	Biodiversity habitat
	Freshwater wetland biodiversity, nursery habitat for fish, temporary habitat for migratory bird species.



Despite the importance of these ecosystems, there has been a dramatic loss and degradation of wetlands worldwide over recent decades, driven largely by increasing pressure from human use. Aquaculture development, deforestation, pollution, drainage for agricultural expansion, and increased withdrawal for freshwater are some of the main causes of wetland loss and degradation.  Agricultural systems and practices surrounding wetland areas have exerted adverse impacts on wetlands due to extensive use of water for irrigation and excessive nutrient loading caused by fertilizer use. Excessive nutrient loading is anticipated to worsen, hindering the ability of wetlands to naturally treat and detoxify waste products and leading to eutrophication, acidification, and at times, toxic algal blooms. Once wetlands become impaired, they are no longer able to support both human dependencies on the wetland as well as the rich biodiversity that relies on the ecosystems. 

In 2008, Rwanda inventoried its wetlands and found that human pressures on wetlands, including agricultural intensification, pollution, overexploitation, and inadequate institutional frameworks, have degraded the quantity and quality of wetlands.  In addition to these growing pressures, climate change and the introduction of invasive species is exacerbating the wetland loss and degradation. Rising temperatures will warm the water bodies and reduce their ability to provide the services humans and biodiversity rely on. Conserving, maintaining, and rehabilitating wetland ecosystems is critical to both restore the services wetlands provide and increase their resilience to climate change impacts. 

Rwanda’s National Report to Ramsar identified the five greatest difficulties to wetland protection:

· Relocation of infrastructures located in wetlands
· Respect of the 20 m buffer zone from the boundaries of wetlands
· Wetlands management against the impacts of climate change
· Wetlands management versus shortage of land due to high population density (415 inhabitants per square kilometer) with over 80% of the population depending on agriculture
· Inadequate restoration efforts

A number of studies have attempted to quantify the economic benefits derived from Rwanda’s wetlands.  A study conducted by the Wildlife Conservation Society estimated the total economic value of the Rugezi wetland, including provisioning services (e.g. drinking water, fodder/grazing, hydroelectricity) and regulating services (e.g. carbon sequestration and storage, erosion protection and sediment control) to be USD 374 million (2014 US$), with an annual flow of benefits valued at USD 255 million (2014 US$).  An economic valuation and feasibility study was also conducted on the Akagera Wetland Complex, under BIOFIN-Rwanda, that estimated the total stock value to be 1.1 billion USD (in carbon storage values), and annual flows of 11.9 million USD per year (including provisioning services such as water for irrigation and fisheries, and regulating services such as carbon sequestration and sediment retention).

The management and protection of Rwanda’s wetlands are outlined in the Prime Ministers Order of 2017, which specifies the geographic boundary, conservation status, and management of Rwanda’s 935 marshlands[footnoteRef:26]. These marshlands are regulated either under ‘strict protection’, ‘use under specific conditions, use without specific conditions, or full (strict) protection.  Unprotected swamps fall under the purview of the Ministry in charge of Land, who prescribes the use of each unprotected swamp land.  [26:  Prime Minister’s Order No 006/03 OF 30/01/2017 ESTABLISHING A LIST OF SWAMP LANDS, THEIR CHARACTERISTICS AND BOUNDARIES AND DETERMINING MODALITIES OF THEIR USE, DEVELOPMENT AND MANAGEMENT 
] 


Objectives

Given the great importance of wetlands to Rwanda’s society, and the high levels of endemism found within these ecosystems, this finance solution is directly targeted towards improving the management of Rwanda’s network of wetlands, and securing the financial resources necessary to ensure adequate protection of the biodiversity and ecosystem services provided by these wetlands. 

The Rwandan Environment Management Authority (REMA) has shown an interest in developing business plans for selected wetlands in Rwanda. This finance solution will support REMA in the development of  business plans for selected wetlands through analysis and design of a strategy to promote the preservation of wetland areas.  REMA is already implementing restoration and the promotion of eco-tourism in the Nyandungu Urban Wetland in Kigali City, which not only provides social and economic benefits to the communities but also supports innovative approaches to restore and conserve wetland ecosystems on 130 Ha. This finance solution will build on this momentum to develop business plans for additional wetlands throughout Rwanda. The development of recreational or other environmentally friendly business infrastructure will require careful planning and design to ensure the ecological integrity of the wetlands remains intact. These business plans will take into account ongoing wetland assessments by ARCOS that will, inter alia, determine suitable uses for individual wetlands. 

These business plans must ensure that adequate financial resources are secured in order to be implemented, and may depend on generating private sector resources from investments in biodiversity-friendly enterprises (e.g. eco-tourism, handicrafts, fisheries, sustainable agriculture/livestock), as well as payments from wetland users (e.g. impose ‘wetland user fees’ for water users in sensitive ecosystems including wetlands). 

Enabling conditions for improved wetland management

In addition to the strict ‘finance solution’ of developing business plans to secure the financial resources needed to sustainably develop selected wetlands throughout Rwanda, there are a number of enabling solutions that should be supported and implemented to improve the status of wetland biodiversity and the ecosystem services they provide.  Although these solutions may not fall under the BIOFIN work program, they are nonetheless critical to implementing sound wetland ecosystem management, and are therefore included below.  These conditions build upon the findings from numerous wetland assessments, including the Akagera Wetland Complex economic valuation study, conducted under BIOFIN Phase I.  

Support Biodiversity Assessments

In order to improve decision-making and policy-making on Rwanda’s wetlands, more information is needed on their current status, optimal use, and needs for proper management. A ‘stock-take’ of Rwanda’s 935 wetlands is needed in order to establish baseline conditions of wetland areas (e.g. conservation) and monitor progress towards improved wetland management. In support of REMA, the Albertine Rift Conservation Society (ARCOS) is in the process of establishing a baseline status of wetlands in Rwanda and local area dependencies (e.g. hydropower, irrigation, agricultural areas). The ARCOS assessment will identify a) the current state of biodiversity, b) the threats affecting biodiversity, and c) current efforts to conserve biodiversity in these wetlands; d) ecosystem service mapping and valuation for wetlands, e) avail data to inform proper decision-making, including EIA processes, and f) establish a wetland management task force through a national dialogue.

The University of Rwanda’s Center of Excellence in Biodiversity and Natural Resources Management (CoEB), together with REMA and the Albertine Rift Conservation Society (ARCOS), are implementing a long-term strategy for freshwater biodiversity data mobilization, sharing, processing, and reporting in Rwanda. The CoEB is aspiring to be a node of the Global Biodiversity Informatics Facility[footnoteRef:27], and is currently publishing datasets through the ARCOS Biodiversity Information System.   [27:  For more information on the GBIF and available data, visit: www.gbif.org] 


CoEB and ARCOS are planning to involve and engage the public in biodiversity data mobilization through citizen science, an approach proven to be cost effective, accurate and sustainable. The initial phase will build on a network of ten Nature-Based Community Enterprises (NBCE) and four Nature Based Villages (NBV) in Rwanda (involving youth and schools), operating in pilot wetlands established by ARCOS with support of FONERWA with the potential to scale up across Rwanda. Through citizen science, education, and awareness raising campaigns, data collection in all wetlands of Rwanda can be implemented.

Reform Buffer Zone Management

Another solution to improve biodiversity outcomes in wetland management is for REMA to reassess its buffer zone management practices in order to ensure the proper plant species are being promoted in wetland buffer zones.  Species should consider surrounding communities and the benefits generated by the wetland (e.g. fodder for dairy cattle). By reforming current buffer zone management practices, improved biodiversity outcomes can be achieved, and the resource base depended upon by neighboring farmers could be enhanced. 

Enhance enforcement of wetland regulations

The collection of environmental fees, fines and penalties at the district level is the responsibility of each district based on procedures set by the Ministry of Local Government and FONERWA. Legal provisions (LAW No. 39/2017 of 16/08/2017) exist for the collection of environmental fees, fines, and penalties. However, implementation of the specific laws has been inconsistent and ineffective at the local level, leading to noncompliance with existing environmental laws and regulations. This finance solution will improve the current procedures and incentives for collection at the district level and utilize the increased revenue to invest in biodiversity.  A recent study commissioned through BIOFIN explored the current bottlenecks that hinder revenue collection. This solution is elaborated on in the ‘environmental fees, fines, and penalties’ finance solution.  

Establish wetland water user associations

Effective wetland management must engage the local communities dependent on their natural resources.  As demonstrated in other protected areas (e.g. National Parks), communities must feel that they are part of the decision-making process to feel that they are benefitting from conservation actions.   Wetland water user associations would empower local communities to engage in efforts to manage wetland resources.

Create incentives to improved management at local level 

In addition to improving enforcement of existing laws and regulations, national incentives could mobilize local government action to improve the status of wetlands within their jurisdiction.  Enhanced biodiversity information systems, particularly on the status of freshwater species will enable the measurement, and ranking, of wetland’s ecosystem health.  Government supported subsidies for organic farming inputs (e.g. organic fertilizer) and silvopastoralism (e.g. technical assistance, tree seedlings, etc.) could incentivize local farmers to adopt more environmentally friendly farming practices, which will mitigate runoff and sedimentation into the wetlands. Other incentive mechanisms can be explored during the development of individual wetland business plans[footnoteRef:28]. [28:  ICRAF has expressed interest in supporting silvopastoralism systems around wetlands through their Trees on Farms project.  This project aims to address farmer preferences for agroforestry and index biodiversity in these farming systems.  A study through ICRAF could investigate the potential for increased tree cover in the grasslands surrounding wetland complexes.  ] 


Expected Financial Results

Developing and piloting wetland business plans will ensure the sustainable development of wetland areas in Rwanda, and attract private investments in suitable use of wetland resources.  The business plans should take into account all current and future wetland resource users, and design a plan that will enable the sustainable use of these resources and ensure that ecological integrity of these wetlands are not compromised.  Each wetland business plan will be tailored to their specific needs, and therefore estimating a financial return under this finance plan is not possible. 
Next Steps 

[bookmark: _Toc4405887]Table 9 Proposed implementation steps, key stakeholders, and timeline
	Step
	Lead Party
	Key Stakeholders
	Timeline

	Select key wetlands to pilot case studies
	REMA
	RWFA, MoE
	1 month

	Engage wetland regulators/managers on key management issues and finance solutions
	REMA
	RWFA, MINAGRI, RDB
	2 months

	Determine biodiversity status of selected wetlands and identify optimal use (agriculture, tourism, handicrafts)
	REMA
	REMA, ARCOS, CoEB
	12 months

	Develop Wetland Business Plan and identify investors
	REMA
	REMA, ARCOS, District Authorities, RDB, FONERWA
	12 months

	Develop communications and outreach program for improved wetland management
	REMA
	REMA, District Authorities, ARCOS, CEoB
	6 months



Potential Risks

· Investments in ecological infrastructure (landscape restoration) may not have positive biodiversity benefits if non-native species are utilized. It is imperative to consider the biodiversity co-benefits of restoration options. 
· Lack of political will to impose wetland user fees
· Inability to identify investors in wetland development

[bookmark: _Toc25248459]Promote biodiversity-friendly enterprises in the transition to a Green Economy

Biodiversity Finance Type: Direct; Realign
Biodiversity Outcome: Increased investments in biodiversity-friendly enterprises
Implementation Timeframe: 1-2 years

Context

This finance solution targets growth and expansion of private sector investments in biodiversity conservation, an area that is imperative to Rwanda’s green economy transition. The central goal of the National Strategy for Transformation (NST) is to accelerate inclusive economic growth and development founded on the Private Sector, Knowledge and Rwanda’s Natural Resources. Therefore, private-sector led economic growth, building on Rwanda’s commitment to a private sector led economy, will be promoted across various sectors including biodiversity conservation. Private sector is planned to play a crucial role in sustainable management of the environment and natural resources to transition Rwanda towards an inclusive green economy that generates growth, creates jobs and helps reduce poverty through sustainable management of natural capital[footnoteRef:29]. The NST identified the Fund for Environment and Climate Change (FONERWA) to drive the agenda and enable the achievement of this goal. The Biodiversity conservation fund window in FONERWA is strategically positioned to catalyse inflow of private sector funds that will be structured to support existing and emerging biodiversity enterprises that are able to boost biodiversity products in the marketplace. [29:  https://ec.europa.eu/europeaid/sectors/environment/environment-and-green-economy/green-economy_en] 


FONERWA had in its design a focus on growing the private sector portfolio  through earmarking at least total of 20% of total Fund resources to support and grow the private sector portfolio.  The two financial instruments included the innovation fund and the low interest loan in partnership with the Rwanda Development Bank (BRD) were planned to incentivise private investments in the challenging area of environment and climate change. FONERWA was recently (2017) legislated as a special organ. One of the key drivers for the legislative change was to enhance the fund’s support to private sector in order to align the fund goals with the national commitment of a private sector led economy. While 20 % of FONERWA resources are earmarked for the private sector,  to date there has been limited participation from the private sector.

A number of constraints have been apparent based on FONERWA’s experience. The crucial areas to address were i) lack of the technical capacity within the private sector to develop quality, financially-attractive projects that respond to environment, climate change and green growth objectives; ii) insufficient financing instruments and resources to attract the private sector; and iii) the nascent stage of the private sector, particularly in the environment and natural resource fields.

The new law has opened up opportunities for the fund to address the past challenges and engage meaningfully with the private sector. In a bid to accelerate, expand and diversify private sector participation, the fund is rapidly developing dedicated financial instruments that include incubator/ accelerator and guarantee schemes and is mobilizing resources to support seed funding for the instruments. The fund is currently recruiting an international firm ($2 Million for 3 years)[footnoteRef:30] to provide technical assistance to accelerate resource mobilization with specific focus on accelerating private sector investments. Additionally, FONERWA in partnership with World Bank is also developing a proposal using Nationally Determined Contributions (NDC) funding of US$2 Million[footnoteRef:31] that will facilitate the design of the incubator/accelerator instruments and part of the resources will serve as seed funding for the operationalization of the instruments. [30:  Inserted in Table 4 above]  [31:  Included in Table 4 above] 


Objective

This solution will accelerate the transition to a green economy by incentivizing and supporting businesses to adopt sustainable practices and attracting investments in biodiversity conservation business enterprises. This finance solution is meant to accelerate the number of investment-grade biodiversity-focussed green business start-ups and incubator/accelerators opportunities, especially among young Rwanda entrepreneurs.  The solution will also identify other means (policies, incentives, regulations, etc.) that encourage existing biodiversity oriented businesses to adopt and enhance green practices such as green procurement into their business operations. The solution will also promote and facilitate a number of key institutions such as FONERWA, RDB, PSF, and NIRDA to build a network that can support biodiversity ‘mainstreaming’ into private sector operations to implement green economy initiatives.  The solution will further the objectives of each institution in the network to build and develop capacity in business development, and access to finance, aimed at supporting and incentivizing investments in key biodiversity sectors, such as aquaculture, tourism, forestry, and organic agriculture. 

Expected Results

This finance solution will highlight the importance of biodiversity conservation as a critical component of green economy, facilitate capacity development in green business practices built around biodiversity conservation and support institutions to develop a strategy for financing to increasingly direct funds towards biodiversity conservation, in particular through the biodiversity conservation window of FONERWA. 

The critical ingredient in successful implementation of the finance solution and achieving results will be access to finance to unlock opportunities for private sector investment in biodiversity conservation as a core component of Rwanda’s green economy. FONERWA has put in place strategies and practical approaches to promote private investment in green businesses. There are two specific instruments that GGGI is supporting FONERWA to operationalize: 1) Green Growth Guarantee Fund (GGGF), and 2) An incubator and accelerator program. Both instruments are planned to build and finance sustainability start-ups. The GGGF is aimed at encouraging investors to invest in green businesses and lenders to increase lending to green growth enterprises. The Incubator and accelerator program will support early-stage green ventures. FONERWA is in the process of developing a proposal to access funding (US$2 Million) from Nationally Determined Contributions (NDC) through the World Bank in the next 2 months. The funding will target technical assistance and capitalization of the incubator/accelerator program. 

Once the program becomes operational, the initial seed funding from World Bank will catalyse investments from impact investors, social entrepreneurs, green bonds and green banks. FONERWA/Rwanda Development Bank have been doing scoping work with the assistance of Connecticut green bank to set up a Green bank in Rwanda. In addition, Rwanda Development Bank is in the process of seeking accreditation with GCF to serve as a direct access entity that will facilitate Rwandan companies and funds like FONERWA to increase access to private sector resources through the GCF private sector facility. There has also been discussions with MINECOFIN/Central Bank and Capital Markets on issuing a green bond, one of the financial instruments targeted in NST to increase resources for green economy. 

Other institutions that are strategic to delivering biodiversity results and benefits as a key component of green economy are REMA, RDB, NIRDA/RECP and PSF. PSF with its Business Development Centers (BDCs) which operate at local levels is particularly well positioned to support outreach and catalyse local entrepreneurs in biodiversity business enterprises. REMA has oversight mainstreaming of biodiversity in its mandate and delivers quarterly training programs to all stakeholder in environment, climate change and green economy principles and practices. RDB has oversight over Business Incubation Centers and provides targeted capacity building and follow up for trainees as well as supports business proposal development. PSF provides direct engagement of various companies through its chambers and the BDCs and facilitate  public awareness, training and technical support. National Industrial Research Development Agency (NIRDA), and its associate institution, Resources Efficiency and Cleaner Production (RECPC) has recently revamped its strategy to  adopt three approaches Open Calls Programme which involves firm level innovation across specific value chains aimed at increasing productivity, exports, and employment creation, Applied Research and Development which generates new knowledge and products on the market, and Knowledge Management. The RECP provides technical support to industries to adopt environment friendly practices including practitioners who are involved in Biodiversity conservation. NIRDA could therefore serve as a sustainability accelerator and catalyse access for Biodiversity funding through FONERWA. 

The finance solution will promote the establishment of a network among these institutions and strengthen cross sector coordination and collaboration in a way that institutional strengths and comparative advantage is brought to bear in generating private sector interest and investments in biodiversity business ventures. The finance solution will build on lessons of successful private sector engagement and investment in environmentally friendly businesses that were facilitated by an effective collaboration between REMA and RECP on one hand and on the other hand RECP and FONERWA in establishing an e-waste business facility.  

Additionally, longer term opportunities to promote biodiversity-friendly enterprises can also be explored under this Finance Solution.  For instance, the East African Development Bank recently launched a pilot Biodiversity Investment Fund[footnoteRef:32], capitalized by a KFW grant, to provide loan financing for businesses that can demonstrate a positive, measurable impact towards biodiversity conservation. The Fund is being piloted in Uganda, with technical support from the Agriculture and Finance Consultants (AFC), with the aim87 o]f expanding throughout East Africa.  The fund targets biodiversity-friendly sectors such as tourism, forestry, organic agriculture, fisheries and aquaculture, wildlife-based enterprises, and renewable energy. Technical assistance is provided to enterprises to assist with the application process, financial planning, and environmental compliance. [32:  More information about the Biodiversity Investment Fund can be found at: https://eadb.org/eadb-biodiversity-investment-fund/.] 


There is a strong demand in Rwanda to access finance for restoration and biodiversity-friendly enterprises.  Many of these enterprises are SMEs that lack the capacity to attract finance.  Through a facility or fund dedicated to promoting biodiversity-friendly enterprises, technical support can be provided to enable these enterprises to become commercially viable with environmental and socioeconomic impacts. 

Next Steps

In order to engage all stakeholders in promoting biodiversity-friendly enterprises in the ‘green economy’, the below outlines a number of steps aimed at developing a green economy strategy that promotes biodiversity-friendly businesses:

	Activity
	Lead Institution
	Key Stakeholders
	Timeline

	Set up incubator/accelerator
	FONERWA
	NIRDA/RECP, RDB, PSF
	2 months

	Capitalization of Incubator/accelerator facility
	FONERWA
	MoE, REMA, PSF, BDF
	4 Months

	Training and mainstreaming Biodiversity
	REMA
	RDB, PSF, BDF and NIRDA
	6 Months

	Build and improve biodiversity metrics/data/information  into knowledge management platform to facilitate access to private entrepreneurs
	NIRDA
	UR, CoEB, MoE, REMA
	12 Months





Risks
1. A wide range of institutions are involved and the right convener may not be forth coming to gain consensus
2. Challenges of coordinating the multiple areas to consistently focus finance solution on biodiversity
3. Effective capacity needed to promote biodiversity business may take long to be realized


[bookmark: _Toc25248460]Strengthen the Tourism Revenue Sharing (TRS) Scheme to Improve Conservation Outcomes

Biodiversity Finance Type: Direct; Realign, Deliver and Avoid
Biodiversity Outcome: Protected Areas
Implementation Timeframe: 6 -12 months

Context

Tourism is the leading exchange earner in Rwanda, generating 438 million USD in 2017, constituting almost 50% of all service exports.  Rwanda’s national parks hosted 94,000 visitors in 2017, generating 18.7 million US$ in revenue (RDB, 2017). Tourism revenue sharing (TRS) programs have become a popular strategy to promote sustainable economic development in Africa, and Rwanda has embraced this approach to support community livelihoods in areas adjacent to the national parks.  TRS programs are designed to reduce poverty, thereby incentivizing local residents to protect parks and contribute to conservation efforts.  

Rwanda launched the tourism revenue sharing program in 2005, through RDB (formerly, ORTPN).  The program is based on the principle of sharing 5% of the total tourism revenue generated with neighboring communities to improve livelihoods, in turn generating support for conservation.  In 2017, the revenue sharing doubled to 10% of total tourism revenue.  Each year, these funds are returned to communities adjacent to Volcanoes, Nyungwe, and Akagera National Parks. Projects funded by the TRS funds include infrastructure (e.g. bridges, houses, schools, water tanks, etc.), and community-based enterprises (e.g. agricultural and livestock projects, support for handicrafts, bamboo plantations, etc.).  Funding decisions are made based on consensus from the Revenue Sharing Committee, comprised of RDB, District and Sector officers, and NGO partners.  The committee considers proposals based on conditions such as proximity to the park, potential impact on livelihoods and conservation, and co-financing from the community associations.  The below table reflects the number of projects and amount of funding provided through the TRS program since 2005.


[bookmark: _Toc4405888]Table 10 Historical Data on Tourism Revenue Sharing Disbursements[footnoteRef:33] [33:  RDB Communications] 

	Year
	Amount (RWF)
	Projects

	2005
	55 764 574    
	6

	2006
	126 330 807    
	9

	2007
	155 324 876    
	16

	2008
	167 886 195    
	26

	2009
	305 279 143    
	51

	2010
	231 141 617    
	50

	2011
	-      
	-

	2012
	279 971 666    
	65

	2013
	311 029 994    
	75

	2014
	440 887 099    
	105

	2015
	374 767 440    
	71

	2016
	566 719 062    
	89

	2017
	741 741 321    
	47

	2018
	1 466 856 196    
	37

	Total
	5 223 699 990    
	647



Despite the emphasis on investing in projects that integrate conservation and development programs, the TRS program’s success in addressing human-induced pressures on wildlife is questionable.  A recent study conducted on the TRS program in Volcanoes National Park found that the conservation impacts of TRS are minimal, as the program is not able to address the core livelihood capability constraints of the poorest residents neighboring the park well enough to motivate changes in behavior that threaten wildlife (Munanura, et. al., 2016). The primary challenges in the TRS program were identified as: 

· Equity constraints (poorer families cannot afford membership dues for community associations, a requirement to access TRS funding). 
· Project eligibility for funding limited, creating resentment among communities (e.g. compensation for crop-raiding not included in TRS funding)
· Primarily but not exclusively focused around VNP; 
· Ineffective engagement with local communities in the decision-making process for the selection of projects;
· Capacity and institutional constraints;
· Lack of evidence that communities are better stewards of the parks and protected areas as a result of funded projects.

Numerous other studies have been conducted on the linkages between ecotourism and community livelihoods.  One study (Sabuhoro, et al., 2017) found that, despite the growing revenue generated from mountain gorilla tourism, the revenue sharing scheme has not directly benefited the surrounding communities and therefore has not addressed human-induced conservation threats such as poaching, wood cutting, and water collection.  Based on statistical findings in another recent study (Bernhard, 2017), that disaggregated community-development investments by source of funds (TRS versus conservation NGOs) found that TRS funding did not have a significant effect on reducing illegal activities in Volcanoes National Park, whereas investments by CNGOs did.  The study also determined that TRS funding was not spatially-aligned with sectors/cells exerting the highest pressures on the park.  

These studies all identified the limited access to the TRS as well as a lack of community involvement in park management and decision-making processes as key limitations to reducing human-induced threats to biodiversity and generating support for conservation efforts.  The evidence clearly points towards the need to improve community-based conservation efforts, and the TRS program has an important role to play in improving both conservation and development objectives. 


Objectives

This finance solution aims to build on the evidence supporting the need to improve community-based conservation efforts, particularly through investments in integrated conservation-development projects such as the TRS program. Strengthening the TRS program to more effectively address conservation-development objectives is imperative to ensuring national parks are adequately safeguarded from human-induced pressures. The finance solution will also support the development of new policies, procedures, and management practices focusing on improved community participation, enhanced livelihoods impacts, and improved protection of national parks and other adjacent areas based on community involvement.  The key stakeholders for this solution are RDB, local authorities at the Sector and Cell level, community associations, and conservation NGOs (CNGOS) active in protected area management and community livelihood programs (e.g. International Gorilla Conservation Programme, Dian Fossey Gorilla Fund, Wildlife Conservation Society).  

The targeted impact of this finance solution is increased community participation in protected area management, resulting in improved protection of national parks.  By strengthening the TRS program, it is believed that communities will improve their perceptions of protected areas and conservation efforts, and more actively engage in their protection. The TRS program must better address the needs of the communities, including water and fuelwood, to reduce pressures on the park’s resources.  Community participation in the selection of TRS-funded projects could direct these funds to where they are most needed.


Expected Financial Results

This finance solution is aimed at realigning current TRS expenditures to improve biodiversity outcomes.  As funding for the TRS is based on a formula of 10% of tourism revenue, the anticipated financial results of this proposed finance solution are in part dictated by the tourism sector. Since 2013, tourism exports have grown from 294 million US$ to 438 million US$, reflecting an average annual growth rate of 11%.  Based on these historic trends, it is anticipated that tourism revenue will continue to grow into the future, generating additional resources for the TRS program. According to historic TRS disbursements and based on an 11% annual growth rate, average TRS disbursements over the next ten years are anticipated to be, on average 2.7 billion Rwf per year (3.2 million US$).  Assuming that the outcome of this finance solution is achieved, 100% of these funds can be considered as contributing towards improved biodiversity management and protection. 

Next Steps

The proposed implementation steps of this finance plan will be informed by the numerous studies that have been conducted on Rwanda’s revenue-sharing scheme, discussed above.  Solutions to overcome the challenges stated above will be based on the literature review and in-depth stakeholder consultations with communities surrounding the national parks.  Another key participant to this finance solution is the community of conservation NGOs in Rwanda, including the International Gorilla Conservation Programme (IGCP), Wildlife Conservation Society (WCS), the Dian Fossey Gorilla Fund (DFGI), Association pour la Conservation de la Nature (ACNR), ARCOS, among others.  These institutions are active in supporting community-based planning and monitoring approaches surrounding national parks, and could inform this finance solution. Throughout the process of strengthening the TRS program, equity and distribution of the program must be considered.

Data will be collected from RDB on the revenue generated through this scheme and the financing provided to communities. Communities will be interviewed on their perceptions of the program. Furthermore, assessment of the tourism sector, with an evaluation of the impact of the TRS program on poverty-environment linkages at local level will be carried out, and participatory identification of options for enhancing further such impacts. Subject to the outputs of this work, technical assistance to the review of existing policy, legislation and procedures will be provided as required to enhance the biodiversity protection and conservation.

	Step
	Lead Party
	Key Stakeholders
	Timeline

	Kick-off meeting with key stakeholders active in the TRS program and other community-driven conservation initiatives
	RDB
	REMA, REMA, CNGOs, Revenue Sharing Committee
	1 month

	Study design and implementation, to include all protected areas
	
	REMA, District/Sector officials, CNGOs
	6 months

	Participatory review of study results and planned reforms to the TRS
	
	REMA, District/Sector officials, IGCP, DFGF, WCS
	2 months

	Implement changes, monitor and adapt as needed
	
	REMA
	1 year



Potential Risks

The following risks may affect the success of this finance solution, and should be taken into consideration during the design and implementation phases:

· Insufficient buy-in from institutions 
· Inability to identify strong livelihood-conservation linkages for TRS programs
· Low participation from community associations 


[bookmark: _Toc25248461] Develop Protected Area Finance Strategy

Biodiversity Finance Type: Direct; Generate
Biodiversity Outcome: Protected Areas
Implementation Timeframe: 1-2 years

Context

Rwanda’s network of protected areas includes national parks (Volcanoes, Akagera, Nyungwe, and Gishwati-Mukura), forest reserves (Iwawa Island), forests of cultural importance (Buhanga forest), and wetlands of global importance (Rugezi-Bulera-Ruhondo Complex, Akagera Wetland Complex). These complexes are home to over 90% of Rwanda’s biodiversity, and are essential to the Rwandan economy.  In 2017, Volcanoes, Akagera, and Nyungwe National Parks generated over 18 million US$ in revenue, hosting 95,000 visitors. Tourism is one of Rwanda’s leading economic sectors, drawing 1.5 million visitors in 2017 and generating 438 million US$ in revenue.  Visitors on holidays accounted for nearly one-third of that revenue, or 146 million US$ (RDB, 2017).  Tourism revenue has been growing at 12% annually, offering an opportunity to secure additional resources for biodiversity into the future.  Increase tourism could also put Rwanda’s biodiversity and protected areas at risk if increased human pressures lead to landscape degradation.  It is imperative that the revenues required to adequately manage and monitor protected areas are secured in order to protect these natural resources and economic actors.  

[image: See the source image]

The Rwanda Wildlife Policy of 2013 guides the conservation, management and sustainable use of wildlife and their habitats, addresses Rwanda’s need for long-term management of wildlife, inside and outside protected areas, as well as provide for the establishment and management of National Parks and other protected areas. The policy acknowledges that Rwanda has faced unprecedented biodiversity loss as agriculture and rural and urban development have been prioritized over nature conservation, resulting in the loss or modification of habitats.  The issues threatening biodiversity addressed in the Wildlife Policy include:

· The lack of a clear national level conservation-planning framework
· Insufficient legislative protection of national parks
· Human-wildlife conflict
· Insufficient engagement across all biodiversity stakeholders
· Weak wildlife management capacity
· Insufficient institutional capacity

One notable objective of the policy is to develop a financial strategy to mobilize adequate and sustainable financing that is fundamental to effective wildlife management and conservation.  The options to achieve this objective are identified as:

· Develop systems for economic valuation, marketing, and payment for ecosystem services and non-traditional goods such as medicine.
· Promote coordination with internal organisations, private sector and NGOs to mobilize resources for more effective financial and technical support for PAs.
· Prepare financial sustainability strategies and business plans for National Parks that identify various funding opportunities and mechanisms, ranging from market-based to internal funding systems
· Develop long term funding mechanisms for conservation recognizing the fact that conservation of biodiversity and management of PAs require long term funding commitments, especially given the global importance of biodiversity and the ecosystem services provided by PAs.

Although thorough in addressing the challenges and needs of adequate protected area management, the policy lacks an implementation framework. As a result, the RDB has requested support from the Wildlife Conservation Society (WCS) to provide technical and strategic guidance for developing a sustainable conservation and finance vision for Rwanda’s parks.  


Financing initiatives to protect and conserve biodiversity have included Protected areas (PA) financing from PA user fee charges to tourists to establish infrastructure such as the Canopy walk as well as support for revenue sharing schemes which benefit communities living in the proximity of PA. These domestic funds can be used by Rwanda Biodiversity Conservation Fund to leverage and attract public (GEF/GCF, etc), philanthropic, private and NGO organizations to channel dedicated funds for biodiversity conservation through an earmarked window within FONERWA. Specifically, the finance solution will help streamline domestic and international sources of finance to support scalable biodiversity conservation investments and in the process reduce transaction costs to increase conservation benefits and improve biodiversity outcomes.

1. 
2. National demand and momentum for scalable investment in natural resources and biodiversity as well as diversification and expansion of tourism products. The NST Outcome on Increased productive jobs for youth and women has identified tourism and especially eco-tourism for which ecosystem services and biodiversity are critical inputs as a strategic priority as it presents a high potential for growth and employment.


Objective

This finance solution will support that goal of increasing the financial and ecological sustainability of Rwanda’s Protected Area system through: 

(i) establishing a long-term conservation vision for Rwanda’s PAS; 
(ii) assessing current revenues and expenditures for the PAS; 
(iii) determining an optimal institutional and financing scenario for long term conservation; 
(iv) reviewing economic studies to build a cost/benefit analysis for financing options for the PAS; 
(v) elaborating a sustainable finance strategy for the PAS including developing systems for economic valuation, marketing and payment for ecosystem services and non-traditional goods such as medicine.; 
(vi) preparing a 5-year action plan for implementation based on a clear national level conservation-planning framework and 
(vii) Strategically and systematically involve key stakeholders in benefit sharing processes (see Finance Solution on Enhancing the Tourism Revenue Sharing Program)
(viii) Establish better link between park management plans and researchers/UR/CoEB so that research can target to the needs of the parks.


Expected Financial Results

Although difficult to predict the amount of revenue that could be generated through this finance solution, it is helpful to consider the resources currently expended on protected area management verses the revenue generated from them.  The table below reflects the revenues generated by three national parks in 2015 and 2016.

[bookmark: _Toc4405889]Table 11 Revenues from National Parks (US$ million)
	National Park
	Revenues US$
	% Change

	
	2015
	2016
	

	Akagera NP
	1.160
	1.356
	15%

	Nyungwe NP
	0.318
	0.549
	73%

	Volcanoes NP
	14.256
	16.394
	15%

	Total
	15.734
	18.309
	26%



In 2016, national parks generated over 18 million US$ in park fees, a 26% increase from 2015’s revenues of 15.7 million US$.  This of course does not account for the economic activities as a result of park visitation, such as hotels, restaurants, gifts, and other expenditures.  The tourism sector in whole generated over 400 million US$ in revenue to Rwanda’s economy in 2017, largely accounted for by ‘visitor’ and ‘holiday’ tourists (56% of total international tourism), likely visiting Rwanda’s national parks.  

The targets for increased funding for protected areas in this finance solution should be determined during the course of implementation.  In order to identify a target, a baseline cost benefit analysis should be conducted on protected areas in Rwanda.  The ‘costs’ should include all expenditures targeted directly towards protected area management. The Biodiversity Expenditure Review is an ideal window to start, as it identified biodiversity expenditures by source of funds and BIOFIN category.  Government institutions with activities related to protected areas and other conservation measures will need to provide all budget sources, including agency budget allocation, own sources of revenue, and extra-budgetary expenditures not often reflected in national budgets.  In total, the BER estimated that between 4.8 and 6.7 billion Rwf (6.5 – 7.2 million US$) are spent on protected areas and other conservation measures between 2011/12 and 2016/17 (inclusive of public and private expenditures).  This figure is not reflective of all expenditures, however, as many extra-budgetary expenditures, and activities funded by an agency’s own revenue sources, were not included.  

The ‘benefits’ of protected areas should include all revenue sources from protected areas, both in terms of tourism activities in national parks, and the restricted use of resources in other protected areas (e.g. agricultural activities in wetland areas and forestry concessions in national forests).  Findings of this analysis could justify increased investment in protected areas to ensure their resources are safeguarded.

In order to provide an interim estimate of the potential revenue to be generated from this finance solution, it is assumed that investments in protected area management will need to parallel economic growth in the country, which will directly result in increased pressures placed on protected areas (e.g. agricultural intensification of wetlands and natural forests, and nature tourism). Current trends reflect an average annual growth in tourism exports of 11%. Rwanda’s economy is one of the fastest growing in Africa, at 7% annually since 2000. Therefore, it is assumed that expenditures in protected area will need to grow by 7-11% annually in order to increase safeguards against human-induced pressures on protected areas.  This will require, on average, an increase in PA financing of approximately 480 million Rwf per year (570 thousand USD).  The expected financial results of this finance solution, therefore, account for existing funds directed towards protected areas and incremental funds needed into the future (i.e. approx. 480 mill Rwf per year)

Next Steps

There are number of key steps that must be taken in order to design and implement a protected area finance strategy.  

[bookmark: _Toc4405890]Table 12 Proposed Implementation Steps to Develop a PA Finance Strategy
	Activity
	Lead Institution
	Key Stakeholders
	Timeline

	Establish Protected Area Financial Analysis Project
	RDB
	REMA, international and national conservation NGOs
	2 months

	Assess current protected area finance landscape through study of all revenue generated and resources expended on PA management (incl. national parks, natural forests, wetlands) 
	
	
	6 months

	Develop finance strategy (e.g. Business Plan) to secure protected area financial needs into the future 
	
	
	6 months



[bookmark: _Toc25248462]Introduce Airline Passenger Fee

Biodiversity Finance Type: Direct; Generate
Biodiversity Outcome: Increase revenue into Rwanda Conservation Fund
Implementation Timeframe: 2-3 years

Context 

Between 2001 and 2014, GDP doubled as Rwanda’s economy grew at an average rate of almost 7 percent to reach about 4.69 trillion RWF. Per capita GDP rose from 207 thousand RWF to 387 thousand RWF over that time. Close to one-third of the country’s economy depends mainly on agriculture.  In Rwanda, agricultural land conversion often leads to conversion of marginal lands such as wetlands and steep slopes.

Whereas, the national economy has been growing exponentially, the challenges of conservation particularly biodiversity conservation have continued to grow (REMA et al. 2017).  And a major task for policy makers in financing the 2030 Sustainability Agenda at the national level is to devise the financing solutions to attract and direct investments to areas where greater co-benefits and multiplier effects can be achieved. Rwanda like other countries is facing the same challenge where some of the biodiversity areas have yet to attract the level of investment needed for adequate protection and management. 

There exists compelling argument that a majority of international arrivals to Rwanda are attracted by tourism. There is therefore rationale to apply airline fees for international passengers arriving in Rwanda. RCCA has commissioned a study to explore offset options for airline industry in Rwanda and this presents an opportunity to leverage for a conservation fee. 

Objective

One significant approach to capturing additional revenue for conservation is to put in place an airline passenger tax earmarked for biodiversity and conservation.  Rwanda currently has international passenger taxes of USD 50[footnoteRef:34] for each international ticket purchased, collected by the issuing airline.  Based on the latest data from the 2017 Rwanda Statistical Yearbook[footnoteRef:35], there was a total of  287,688 air arrival passengers in 2016, with this number expected to increase at the rate of 7 percent a year.   [34:  $40 passenger service fee; $10 aviation security charge]  [35:  http://www.statistics.gov.rw/publication/statistical-yearbook-2017] 


Based on initial findings, there is currently consensus between conservation supporting agencies, particularly the Rwanda Development Board (RB), the Rwanda Environment Management Authority (REMA), the Ministry of Environment (MoE), the Ministry of Trade and Industry (MINICOM) and the Ministry of Finance and Economic Planning (MINECOFIN) that the airline passenger tax on international arrivals to Rwanda is socioeconomically and socio-politically feasible. Taxes offer a means to expand the revenue available to finance conservation projects from international visitors, and can complement existing tourism user fees such as entrance fees, concession fees, user fees, royalties, licenses, and permit.  Revenues could pass through RRA and be directed into the Biodiversity Conservation Fund, as proposed in the first finance solution. 

Expected Financial Results 

The estimated flow of revenues are based on a tax rate of 6 USD  that has been proposed by national stakeholders comprising the RDB, REMA and MINECOFIN, among others. The investments generated can flow into the Biodiversity Conservation Fund, held by FONERWA. These funds can then be used for a variety of investments based on the Fund model, as defined in the first finance solution.  If the airline tax were to have been imposed in 2017, based on international arrivals, the airline passenger tax could have generated 1.7 million USD.  As international arrivals are anticipated to increase at 7 percent annually, these revenues will increase in parallel.  

Next Steps

1. Develop and integrate a regulation on the international airline passenger payment for biodiversity conservation into the Public Finance Management Act for Rwanda.
3. Undertake a Contingent Valuation Study to establish the willingness-to-pay for international airline passengers and airline companies in order to set an appropriate tax level.
4. Determine how and where the funds will be deposited to ensure they are directed towards biodiversity conservation (e.g. allocate a portion of the funds to the Biodiversity Conservation Fund within FONERWA)
5. Specify eligibility, beneficiaries and interventions to be undertaken, including value chain development for alternative livelihoods, and efforts to reduce poaching and encroachment in protected areas. 
6. Develop a brochure for international arrivals that explains the conservation tax and its intended use, to generate awareness of the Fund and the various activities the tax will support. 
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Enabling solutions are aimed at delivering better results and avoiding future expenditures. Although they may not directly result in the mobilization of financial resources, these solutions will provide the decision-support tools to justify and rationalize biodiversity expenditures in the future or avoid future expenditures through reducing pressures on biodiversity. 

[bookmark: _Toc25248464]Biodiversity Information Management Systems

[bookmark: _Hlk2161876]The LAW N°48/2018 OF 13/08/2018 ON ENVIRONMENT in its Article 28: establish the list of species of animals and plants that must be protected depending on their role in ecosystems, their scarcity, their aesthetic value, their threat to extinction and their economic, cultural and scientific role; 2° to identify areas to be protected for conservation or rehabilitation of ecosystems, forests, woodlands, species of biodiversity and protected zones, monuments, historical sites and landscapes in order to ensure Biodiversity protection. The list referred to in item 1o of this Article is established by an Order of the Minister. 

The Environment and Natural Resources (ENR) sector recently launched a Results Based Monitoring and Evaluation (RBM&E) system, the ENR Integrated MIS[footnoteRef:36] (November 2018) that will facilitate monitoring of the ENR Sector Strategic Plan (2018 – 2024) currently being implemented. However. in terms of biodiversity, the indicators are not comprehensive, nor fully cover financial flows. Capacity has been built and will continue to be developed as the RBME moves to full implementation. The RBME has reporting frameworks that include Rwanda Green Growth Score Card and District Development Plans which present opportunities for improving reporting on biodiversity and natural resource management indicators.  [36:  http://environment.gov.rw/rbme_portal/] 


This solution is meant to support efforts by the ENR Sector to develop an ongoing inventory of biodiversity in the country.  This will require an evaluation of REMA’s Biodiversity Information System to explore ways it can be improved to, among other things, provide policy relevant data to facilitate policy decision making. A key objective is to provide policy-makers and senior managers, as well as all Rwandan citizens, with a practical but robust way of knowing how well the country is doing in protecting and restoring biodiversity.  This finance solution is also meant to clarify and support, as needed, the initial efforts to establish such a system in close collaboration and with technical support by the University of Rwanda’s Centre of Excellence in Biodiversity and Natural Resource Management (CoEB) and the ARCOS Biodiversity Information System. 

The economic and policy rationale of this finance solution is directly related to the importance of determining the effectiveness of national efforts to achieve biodiversity goals and targets.  Without reliable data on the “state” of Rwanda’s natural capital, then it is not possible to know if existing policies and initiatives are achieving the desired results.  This biodiversity scorecard thus becomes an important tool tied to budgeting at the local and district level, thus directly encouraging increased investment in biodiversity. The development of the biodiversity scorecard would be under the overall responsibility of the MOE, REMA, and MINALOC with CoEB as the likely entity for designing the system. The scorecard can be proposed and mainstreamed into the environment management sector strategic plans, and thereafter included in the RBM&E system.   

The CoEB has a national mandate to lead on biodiversity data mobilisation and implementation of the NBSAP in collaboration with REMA. This includes digitising data from reports, conducting analyses and reporting for policy and research, as indicated in Rwanda’s NBSAP.

The collation of the data will follow the international standards and will be available online, so that they can be accessed and reused from around the world. In fact, CoEB aspires to become a Global Biodiversity Informatics Facility (GBIF) node, thereby strengthening its capacity for biodiversity data mobilisation.

ARCOS’s Biodiversity Information Management System provides access to the data published through the ARCOS Integrated Publishing Toolkit (IPT). This includes occurrence data and species checklists for the Albertine Rift region. The media library provides useful documents and other relevant material.
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The Biodiversity Expenditure Review pointed out that there is currently no functioning system to tag and track budget allocations for biodiversity spending.  Government policy-makers and managers thus do not have accurate data on the level of expenditures that are being allocated for biodiversity-related programs and projects.  This solution will accelerate the uptake of tagging and tracking biodiversity expenditures, and support efforts to better monitor progress in protecting and restoring biodiversity by providing a system to quantify expenditure allocations as part of total budget allocations and then estimate results against anticipated biodiversity targets and outcomes.  

Better tracking of biodiversity expenditures, particularly in national budgets, would enable the Government of Rwanda to assess trends in biodiversity spending over time to ensure they are on track to meet their national biodiversity targets. Through a tagging system, budgeted activities could be screened and assessed by budget agencies for biodiversity-relevance. The Government of Rwanda uses the computerized Integrated Financial Management Information System (IFMIS), which uses budget classifications to facilitate the production of Government accounts consistent with the internationally-recognized UN system of national accounts, Classification of the Functions of Government (COFOG).  Through these COFOGs, direct biodiversity expenditures are tracked, but these do not include indirect biodiversity expenditures – the large majority of biodiversity expenditures. For instance, these expenditures do not capture biodiversity mainstreaming in productive sectors such as forestry and agriculture. A more sophisticated tagging system would enable all expenditures to be screened and tracked for biodiversity relevance. Efforts are underway to develop a tracking system for environment and climate change expenditures, but these are too broad to adequately capture biodiversity.  Therefore, biodiversity tagging should be promoted as a subset of the environment and climate change ‘marker’.  
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This chapter turns to the recommended steps and mechanisms for achieving the biodiversity finance plan discussed in chapter 3 and implementing the finance solutions outlined in chapter 4.  

Chapter 3 emphasized the cross-sectoral and overlapping focus of biodiversity, conservation, climate change, and environment.  This overlap can lead to programmatic and financing challenges. Unlike, say the health or education sector, many environmental issues are embedded in multiple sectors – from agriculture, to water and forestry, to geo-specific locations such as national parks and other protected areas, and to business practices and regulations, among others.  For this reason, environmental issues nested in different sectors sometimes “fall between the cracks.”  Thus, a concerted effort is required to delineate when and how natural capital can be impacted across multiple economic and social activities, whether in the public or private sector. It is envisaged that the current momentum around the Natural Capital Accounting (WAVES) will provide much needed cross sector coordination essential to support implementation of the Biodiversity plan and consequently the NBSAP II.

The underlying theme of this implementation plan is that a long-term commitment is needed by relevant policy-makers and institutions to ensure that biodiversity, conservation, climate change, and environmental issues, broadly defined, are fully recognized and integrated into the budget-making processes of the Rwandan government.  Similarly, a commitment to seek new sources of funding from non-government institutions  - the private sector, philanthropies, impact investors, etc.  – will also require a sustained commitment.  As argued here, for all this to occur, both an ongoing oversight function is required in addition to some immediate action steps.   These are discussed below.

[bookmark: _Toc25248467]Immediate Action Items

Agree on an overall financing target and sequencing strategy to close the gap

As discussed in chapters 2 and  3, from the research conducted during the preparation of the BER and the FNA, a biodiversity financing shortfall of approximately RWF 82.6 to 91.2 billion was calculated  that needs to be filled in order for Rwanda to meet its own self-identified goals and targets found in the NBSAP II.  The shortfall is additional to what government ministries  and agencies are currently spending or are projected to spend through 2029-30, or any other environmentally-related initiatives or programs they would like to initiate outside the scope of NBSAP II.

In this regard, it is recommended that MINECOFIN, MOE, RDB and REMA and FONERWA work jointly together to agree on a common financing target that takes into account the findings of the FNA in support of NBSAP II and any other priority environmental policy commitments.  

Support the role of finance solutions in closing the financing shortfall

As emphasized in chapter 4, the proposed finance solutions should be understood as only the first of what could (and should) be many more finance solutions that are identified over time with the purpose of improving the efficiency and effectiveness of current spending or identifying new sources of biodiversity finance.  New solutions not yet identified could present themselves in the coming years so as to address heretofore unrecognized environmental problems and challenges. 

The use of finance solutions thus represents a means for disaggregating environmental challenges into smaller, more easily manageable issues that can be delineated and thus tackled in a more targeted and costable way.  Broad, potentially multi-sectoral issues can be broken down into the equivalent of a “problem statement” that can be researched and appropriate measures identified to address the environmental problem.  Seen from this perspective, finance solutions represent incremental steps that, when taken together, can have major impacts on protecting and restoring Rwanda’s natural capital, through new or more efficient funding channels.

It is thus recommended that MOE take the lead in adopting the finance solution methodology as a management tool in identifying and prioritizing actions that require greater efficiencies in current spending or pinpointing new potential sources of biodiversity financing. It is equally imperative that the finance solutions feed into and resources generated through them are streamlined and managed under a common platform to facilitate the use of resources for biodiversity conservation. This is the approach taken in the current BFP in that the first finance solution proposed will target establishment of the Biodiversity conservation fund under FONERWA which will then serve to uptake biodiversity related revenues and disburse them through a single window in the fund to target and achieve biodiversity outcomes. 

Expanding the diffusion of innovative ways Rwandan institutions and communities are protecting and restoring biodiversity

The Rwandan government already gives considerable attention to publicizing the importance of environmental issues such during as World Environment Day, World Water Day, Kwita Izina, and other events, as well as active social media outreach programs by REMA, MOE, RDB, FONERWA, etc.  At the same time, these is still considerable room for promoting environmental issues, particularly with respect to creative and/or innovative ways that communities are demonstrating environmental stewardship and that Rwandan companies are incorporating new sustainability practices, deploying green technologies that safeguard the environment, or designing CSR programs that demonstrate a commitment to environmental issues.

In the regard, a greater focus on what Rwandan institutions and communities are doing to protect natural capital at the micro level shifts the  debate away from “dry” macro policy and budgetary discussions toward parallel efforts to validate and hold up for recognition those individuals, communities and institutions that are making a difference at the local level.  Goal 1 of NBSAP II is concerned with awareness-raising  and participation at the community level in biodiversity protection.  All would agree that this is an integral part of any comprehensive approach to protecting and maintaining the environment.  Thus, more widespread and systematic efforts to highlight and disseminate information on “success” stories and innovative approaches to addressing environmental problems increases the likelihood that new approaches and solutions can be adopted on a wider scale.


The fifth benchmark recommends undertaking a second biodiversity expenditure review or equivalent systematic evaluation to be conducted at the conclusion of NST 1.  The first BER revealed some important trends about biodiversity spending, but was also hamstrung by data gaps and difficulties in estimating actual expenditures. A second BER – or equivalent exercise  --  would help to confirm, in a systematic way, that Rwanda is on track to achieve its national biodiversity policy goals.  A second BER would therefore constitute the equivalent of a mid-term evaluation of the extent to which implementation of the proposed biodiversity financing  roadmap is  dovetailing with achievement of Rwanda’s related national strategies  and policies.


 



[bookmark: _Toc25248468]Summary Observations

As this report has implied, the Government of Rwanda is well positioned to meet its biodiversity goals and targets based on generating the requisite resources in the coming years and articulating a strategy to meet those objectives.  In the past, the Government has demonstrated its commitment to formulating effective macro policies and working diligently to implement those policies and matching available resources to achieve those policy aims.  In this regard, the BIOFIN process has sought to provide a road map and suggestions for ways  biodiversity and conservation can be more fully integrated into the planning and budgeting process  -- in support of the goals laid out in the NST, the SDGs, and the longer-term Vision 2050.  

The analysis for this report has argued that the overlapping challenge of safeguarding natural capital, crisscrossing with multiple sectors, has made budgeting and tracking a difficult task, as evidenced by the earlier efforts in even determining how much the Government is spending on biodiversity.  This was a key message from the Biodiversity Expenditure Review.  In turn, the Financial Needs Assessment highlighted the projected financing shortfall  that currently exists in order for Rwanda to meet its biodiversity goals and targets.  In this final report, several steps and measures are proposed to close that financing gap.  At its core, this report argues for an ongoing commitment to biodiversity and conservation, recognizing the evolving nature of the environmental challenges facing the country.  It further argues that biodiversity protection and mitigation is best approached as a series of smaller and discrete challenges linking policies and goals to actions and financing -- in short, what is to be done, how is it be done, and how is it to be paid for. 

The Government of Rwanda has already demonstrated leadership  in setting high standards for economic and social policy and management and involving numerous stakeholders in the process – from local communities, to private companies  and civil society organizations, to district and national government institutions.  Rwanda’s experience and remarkable lessons learnt provide confidence that this same approach will be effectively applied to addressing Rwanda’s biodiversity and conservation challenges.



[bookmark: _Toc25248469]References

Bernhard, Katie P. 2017. Understanding the spatial relationship between community development investments and demand for protected area resources. Mixed-methods spatiotemporal analysis of unauthorized resource use relative to integrated conservation-development projects in Rwanda’s Volcanoes National Park.  The London School of Economics and Political Science.

Cumming, T. L., et. al. 2017. Towards achieving the South African national development agenda  and the Sustainable Development Goals  through investment in ecological infrastructure.  Ecosystem Services Journal.

Edwin Sabuhoro, Brett Wright, Ian E. Munanura, Ingrid Nyonza Nyakabwa & Carmen Nibigira. 2017. The potential of ecotourism opportunities to generate support for mountain gorilla conservation among local communities neighboring Volcanoes National Park in Rwanda, Journal of Ecotourism, DOI: 10.1080/14724049.2017.1280043

Ian E. Munanura, Kenneth F. Backman, Jeffrey C. Hallo & Robert B. Powell. 2016.  Perceptions of tourism revenue sharing impacts on Volcanoes National Park, Rwanda: a Sustainable Livelihoods framework, Journal of Sustainable Tourism, DOI: 10.1080/09669582.2016.1145228

Ministry of Trade and Industry. Rwanda Wildlife Policy. 2013. Policy Objective 2.5 To develop a financial strategy to mobilise adequate and sustainable financing that is fundamental to effective wildlife management and conservation.

National Bank of Rwanda. 2017. Seven Year Government Programme: National Strategy for Transformation (NST 1) 2017 – 2024

National Institute of Statistics of Rwanda (NISR). 2016.  EICV 5. The Fifth Integrated Household Living Conditions Survey. 

National Report on the Implementation of the Ramsar Convention on Wetlands. 2015. Available at: https://www.ramsar.org/sites/default/files/documents/2014/national-reports/COP12/cop12_nr_rwanda.pdf

Rwanda Development Board. 2017. Annual Report. Available at: https://rdb.rw/wp-content/uploads/2018/08/RDB-Annual-Report-2017-Final.pdf

Rwanda Water and Forestry Authority. 2017. Forest Investment Program for Rwanda. 

Wealth Accounting and the Valuation of Ecosystem Services. 2017. Available at: https://www.wavespartnership.org/en/rwanda

The World Bank. Data Bank. Wealth Accounts. Available at:  http://databank.worldbank.org/data/reports.aspx?source=wealth-accounts#

World Resources Institute. 2005. Millennium Ecosystem Assessment, 2005.  Ecosystems and Human Well-Being: Wetlands and Water Synthesis. Washington, D.C.

[bookmark: _Toc490164922][bookmark: _Toc492668669][bookmark: _Toc499002787][bookmark: _Toc25248470]Annexes

[bookmark: _Toc489517338][bookmark: _Toc490164929][bookmark: _Toc492668676][bookmark: _Toc499002794]Annex  1.  Members of BIOFIN Project National Technical Advisory Committee 
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	MoE
	Mr. Marshall BANAMWANA
   Environment Protection Specialist

	MININFRA 
	Ms. Mireille UWERA
   Environment Specialist 

	MINEACOM
	Mr. Christian TWAHIRA 
   M&E and Project Design Officer

	MINECOFIN
	Mr. Frank RUTEHENDA 
   Sector Officer

	MINAGRI
	Mr. Innocent BISANGWA
   Environment Specialist

	RDB
	Mr. Telesphore NGOGA 
   Community and Tourism Development Analyst

	PSF
	Ms. Dorothy UWERA 
   Head Environment & Investment

	ARCOS 
	Mr. Sam KANYAMIBWA
   Executive Secretary

	DFIGF/KRC
	Mr. Felix NDAGIJIMANA
   Director

	KCCEM 
	Mr. Richard NASASIRA 
   Principal

	ACNR 
	Mr. Serve NSENGIMANA
   National Coordinator 

	UNDP 	
	Ms. Reina Otsuka
   Environmental Specialist 

	REMA
	Mr. Djuma NSANZIMANA
   Environmental Education Officer
Ms. Sylvia R. KAWERA
   BIOFIN Project Officer

	FONERWA 
	Mr. Florien MUGABO
   M&E Specialist 

	Natural Capital Accounting
	Mr. Swaib MUNYAWER 
   Data Analyst 

	RECOR 
	Mr. Jean Chrysostome SEHENE 
   Executive Secretary 

	CoEB 
	Prof. Beth KAPLIN 
   Acting Director 
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Target 1: By 2020, at the latest, Rwandan people in at least Districts that are adjacent to protected areas are aware of the values of biodiversity and ecosystem services and understand the steps for its sustainable use and conservation.

Target 2: By 2020, the values of biodiversity and ecosystem services in the key natural ecosystems for at least two selected protected areas have been determined and integrated into planning processes, i.e. poverty reduction strategies and into national economy.

Target 3: By 2020, at the latest, positive incentives for biodiversity conservation and sustainability towards local communities’ development are boosted and applied and harmful incentives are eliminated.

Target 4: By 2020, public and private sectors and civil society organizations have promoted and implemented plans that consider ecological limits.

Target 5: By 2020, at least 50 percent of natural ecosystems are safeguarded, their degradation and fragmentation significantly reduced.

Target 6: By 2020, fishing and aquaculture, agriculture and forestry are managed sustainably taking into consideration ecosystem specificities to ensure biodiversity conservation.

Target 7: By 2020, pollutants including those from excess nutrients are controlled and their harm has been brought to levels that are not detrimental to ecosystem function and biodiversity.

Target 8: By 2020, invasive alien species, their pathways, are identified and prioritized invasive alien species controlled or eradicated, and related mitigation measures are put in place.

Target 9: By 2020, at least 10.3 percent of national territory holding particular biodiversity and ecosystem services is protected taking into account the landscape approach in order to maintain biological diversity.

Target 10: By 2020, the extinction of threatened species is prevented and their conservation status improved, particularly for those identified as “Alliance for Zero Extinction (AZE)”.

Target 11: By 2020, the genetic diversity of priority cultivated plants and farmed and domesticated animals and of wild relatives, including other socio-economically as well as culturally valuable species is maintained, and strategies have been developed and implemented for minimizing genetic erosion and safeguarding their genetic diversity.

Target 12: By 2020, the potential risks resulting from biotechnology use and placement on the market of its products have been minimized and/or eliminated.

Target 13: By 2020, all ecosystems that provide essential services to human well-being and contribute to health as well as livelihoods are restored and safeguarded, taking into account the needs of women, local communities especially the vulnerable groups.

Target 14: By 2020, the ecosystem resilience and the contribution of biodiversity to carbon stocks has been enhanced through increase of forest cover up to 30 percent of the country and restoration of other ecosystems thereby contributing to Climate Change adaptation and mitigation.

Target 15: By 2017, the Nagoya Protocol on Access to Genetic Resources and the Fair and Equitable Sharing of Benefits Arising from their Utilization is integrated into national legislation and administrative practices and enforced.

Target 16: By 2016, Rwanda has developed, adopted as a policy instrument, and has commenced implementing an effective, participatory and updated National Biodiversity Strategy and Action Plan (NBSAP).

Target 17: By 2020, values of traditional knowledge, innovations and practices of local communities relevant for the conservation and sustainable use of biodiversity, and their customary use of biological resources, are respected, subject to national legislation and international obligations, and fully integrated and reflected in the implementation of the Convention with the full and effective participation of local communities, at all relevant levels.

Target 18: By 2020, knowledge, the science base and technologies relating to biodiversity, its values, functioning, status and trends, and the consequences of its loss, are improved, widely shared and transferred, applied and reflected in the implementation of the NBSAP.

Target 19: By 2020, at the latest, the mobilization of financial resources for an effective implementation of NBSAP from all potential sources, and in accordance with agreed process in the strategy for resource mobilization, is reinforced and increased substantially from the current levels.




Annex 3. Assessment Matrix Used to Prioritize Finance Solutions

Viability/Finance
1. Is there a positive record of implementation? 
2. Is an institution in place (e.g. gov't ministry, private association, bank) that can implement this finance solution)?
3. Will it generate, leverage, save, or realign a large volume of financial resources?
4. Can the financing solution be implemented in a timeline compatible with needs? (short term = less than two years, medium term = 2-4 years, long term = more than four years)
5. Will financing sources be stable and predictable?
6. Do the persons or entities paying have a willingness and ability to pay or invest?
7. Is buy-in among stakeholders (e.g. potential investors/decision makers/beneficiaries) sufficiently strong to counter potential opposition?
8. Do the managing actors have sufficient capacity? Can they rapidly acquire it?
9. Is it legally feasible? How challenging will any legal requirements be? Does this finance solution require new laws and/or regulations to implement?
10. Is it coherent with the existing institutional architecture and can synergies be achieved?

Scalability/Sustainability/Risk Management
11. Are main financial risks adequately managed (e.g. exchange rate, lack of investors)
12. Are start-up and operational costs onerous in comparison to the expected financial returns?
13. Does the solution improve incentives to manage biodiversity and ecosystems sustainably?
14. Will the financial resources remain targeted to biodiversity over time?
15. Are risks to biodiversity (e.g. disrespect of mitigation hierarchy) low or easily mitigated? How challenging would it be to develop safeguards?
16. Is the solution backed by political will?
17. Have political risks been anticipated and managed?

Socio-Economic Impact/Integration
18. Will there be positive social and economic impacts (e.g. jobs, poverty reduction and cultural)
19. Would there be a positive impact on gender equality, especially regarding participation in design and implementation or access to opportunities and benefits?
20. Have risks of significant unintended negative social consequences been anticipated and managed?
21. Will the solution be viewed as equitable and will there be fair access to the financial and biodiversity/ecosystem resources?
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Annex 4. SWOT Analysis of Prioritized Finance Solutions

	Solution
	Strengths
	Weaknesses
	Opportunities
	Threats

	Biodiversity Conservation Basket
	· Strong alignment with existing initiatives
· Provides a unique vehicle dedicated to biodiversity conservation
· Potential to meet Rwanda’s policy ambition for conservation
	· May require legislation to enact and channel funds
· Lengthy process to establish legal entity and operational framework
	· Builds on successes from existing platforms (FONERWA)
· Growing interest in market-based instruments such as PES and biodiversity offsets, and this Fund could provide a financing window
	· Low interest in investors
· Complexities with establishing public-private financing channels

	Environmental Fees, Fines, and Penalties
	· Strong legal backing
· Existing institutions 
· Alignment with existing initiatives
· Can be implemented in a short time-frame
	· Multiple stakeholders
· May not generate substantial revenue
· May take time to develop PES scheme
	· Ideal time (introducing forestry and water user fees now)
· Capacity building potential among all stakeholders
· Can avert potential conflicts among natural resource users.
	· Potential lack of buy-in from national and local authorities
· Incentives may not be adequate 
· Lack of capacity among stakeholder to implement

	Water User Fees for Catchment Management
	· Aligns with ‘user pays’ principle
· Ensures a sustainable stream of financing
	· Current user fee levels are too low to adequately fund catchment management activities
	· Water Permitting system currently being rolled out
· High interest in piloting a national PES scheme

	·  May be difficult to collect user fees if Districts are not incentivized


	Piloting Business Plans in Selected Wetlands
	· Aligns with government priorities
· Builds on green growth objectives
	· Depends on private-sector investments
	· Growing tourism sector

	· Inability to attract private-sector investments

	Promote Biodiversity Enterprises
	· Strong alignment with national priorities 
· Institutional capacity

	· May be slow to implement and see results
· Resource-intensive to source technical expertise 

	· Growth in private sector investment in Rwanda
· Growth in impact investing

	·  ‘Green’ enterprises may have little to no biodiversity impacts
· There may be low interest in ‘green’ enterprises

	Strengthen the Tourism Revenue Sharing Program
	· Directly targeted towards alleviating pressures on Rwanda’s PAs.
· Relatively easy and on a short timeframe to implement 
	· May not result in substantial revenue gains for biodiversity
· Subject to fluctuations in visitor numbers.
	· Build on existing initiatives to reform revenue-sharing
· Growing interest/ momentum in community participation in conservation 

	· Insufficient data collection to inform improvements
· Inability to form consensus on improvements (e.g. competing interests)

	Protected Area Finance Strategy
	· Strong interest from protected area management authorities

	· Multiple stakeholders
· Limited Technical/management capacities 
	· Development of fourth national park and promotion of tourism industry demands secured financing for park management
	· Inability to form consensus among multiple stakeholders.
· Impacts from trans-boundary ecosystems 

	Airline Passenger Tax
	· Once enacted, will result in immediate revenue generation

	· Requires new legislation
· Over-dependency on mostly foreign travelers
	· Increasing international arrivals will result in increased revenue generation
· Remarkable current and forecast airline industry growth and business promotion
	· Tax not sufficiently channeled to biodiversity initiatives
· Subject to fluctuations in airline travel





Current government spending is insufficient to protect and restore Rwanda's biodiversity.


Implementation of new finance solutions covers funding shortfall up through 2021/22.


Expenditure shifts begin to move toward goal  of 2% of government expenditures.  


Biodiversity spending achieves goal of 2% of government expenditures.  Financing gap has been closed.


Biodiversity funding is consistent year over year and sufficient to protect and maintain Rwanda's natural capital.




Total Expenditures (inc projections)	 2011/12 	 2012/13 	 2013/14 	 2014/15 	 2015/16 	 2016/17 	 2017/18 	2018/19	2019/20	2020/21	2021/22	2022/23	2023/24	2024/25	9.8029011651193994	7.4956116919851183	8.0404962574226442	16.118755958110007	10.403128855598258	11.459274343232156	10.618827012217528	12.109582807699431	12.394978383771152	12.644592098379194	12.860614010881193	13.045123450823301	13.200094131527253	13.327399039738197	Expenditures + FNA	 2011/12 	 2012/13 	 2013/14 	 2014/15 	 2015/16 	 2016/17 	 2017/18 	2018/19	2019/20	2020/21	2021/22	2022/23	2023/24	2024/25	18.306582807699431	18.846978383771152	19.351592098379193	19.821614010881191	20.261123450823302	20.671094131527255	21.052399039738198	
Rwf billion (real 2014)
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