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6.4   FINANCIAL RESOURCES  

6.4.1   Nepal Trust Fund for Biodiversity 

The proposed Nepal Trust Fund for Biodiversity, with capital from a number of sources (GEF, bilateral, multilateral, private sector and the Government), has been entrusted to the "Design Working Group", which is composed of representatives from the MFSC, the DNPWC, the King Mahendra Trust for Nature Conservation, The Mountain Institute, IUCN-Nepal, and WWF-Nepal. The Fund will be constituted as a legal, autonomous, and tax-free entity by a specific Act of Parliament. The Board of Directors will be independent from the Government and fully empowered to manage the Fund's capital and investment income. 

The primary objective of the Fund will be to provide financial and technical support to government agencies, NGOs and other institutions involved in biodiversity conservation in Nepal to enable them to undertake appropriate activities and projects both within and outside of PAs. Priority will be given to existing biodiversity programmes of national and global significance that are under-funded. To this end, the Fund will support conservation education, training, applied research, sustainable income generation activities, poaching prevention and control, women-focused programmes, indigenous knowledge and practices, and policy development in accordance with national priorities (outlined in the NBS). The Fund will provide grants and raise funds, and will advocate for and promote biodiversity conservation.

The Board of Directors will consist of representatives from HMGN, local government, the private sector, national and international non-governmental conservation organisations, one donor agency, two independent biodiversity conservation experts, and one financial investment expert. The Board of Directors will be responsible for the overall management and direction of the Fund, and for setting Fund policy, electing the Chairperson, Executive Director, and Investment Manager, recommending amendments to the relevant Act, determining the Executive Director’s duties and powers, approving project activities and the annual budget, and monitoring and evaluating the extent to which the purpose and goals of the Fund are being met. The Board of Directors will call on experts for advice on technical, financial, fundraising, and legal matters.

The administration of the Fund will be entrusted to the Executive Director and a small administrative unit. An internationally qualified investment manager selected by the Board of Directors will assure the financial management of the Fund’s assets. 

The Executive Director, in co-ordination with the Board of Directors, will regularly monitor and evaluate the activities funded by the Nepal Trust Fund for Biodiversity as well as the internal management of the Fund. Independent professional accountants will audit the Fund on an annual basis and, in addition to the annual programme review, external evaluators will conduct routine programme evaluations every year or two.

6.4.2   Other funding mechanisms

Management and operational expenses for PAs are covered by funds from various sources, including income generated from park entrance fees and from the DNPWC’s annual operating budget). Expenses for other ecosystems, such as forests, agricultural lands and wetlands, and for other conservation activities, are covered primarily by the regular Government budget. In order to generate more budgetary resources for conservation activities, biodiversity resource valuation studies will be undertaken. Income from these studies will be incorporated into the national income accounting system and will be used to justify increased budgetary allocations for the country’s conservation programmes.  

Additional funding from external sources is also important. These sources will be tapped to support, in particular, conservation of ecosystems and species of global importance. In general, international donors are more inclined to extend funding assistance to biodiversity projects if they benefit not just to the country but a greater segment of the global community. One key element that enables Nepal to secure funding assistance from the international donor community is the fact that the country is signatory to several international conventions and agreements that provide mechanisms for funding assistance to countries in need of assistance in their conservation efforts. Examples include: the Convention on Biological Diversity, the Ramsar Convention on Wetlands, the Convention on International Trade in Endangered Species of Wild Fauna and Flora, and the World Heritage Convention. 

Nepal is also strengthening its links with different funding institutions such as the World Bank, the United Nations Development Programme, and the Global Environment Facility. 

(2002)

The mechanisms and modalities of accessing the GEF-Fund (and incremental costs) have not been well understood and/or explored so far. A framework for a Nepal Trust Fund for Biodiversity has been proposed.

Although Nepal is rich in biodiversity there is inadequate focus on generating funds for biodiversity conservation and management. The approach of providing funds for in-situ conservation of species should be revisited and countries should be encouraged to use them on a sustainable basis so as to enable them to generate funds locally and minimize the increasing dependency on donors for conservation. Furthermore, Nepal needs to develop her capacity on endemic species so that she could fix the price tag. Protection alone has no meaning for national development. Unless rural poverty is alleviated through sustainable use instruments, sporadic and intermittent efforts could be counter productive. Nepal should advocate for sustainable use and benefit sharing as a significant area is under the protected areas network.

Establishment of Nepal Trust Fund for Biodiversity

His Majesty's Government of Nepal has been working for the establishment of a Nepal Trust Fund for Biodiversity (NTFB) since 1996. In 1996, MFSC/WB explored the possibility of establishing a NTFB for Nepal. A planning workshop of NTFB was held on 2 March 1998. Later, financial gap analysis and various stakeholder consultations were conducted in 1998. HMG has now allocated a budget for NTFB in the Red Book. The draft bill of NTFB has been prepared and is ready for submission to the Ministry of Law, Justice and Parliamentary Affairs for tabling the Bill in the House of Representatives. The draft bill of NTFB deals with the establishment of a Trust Fund; appointment, powers and functions of the Board of Directors, Executive Director and other staff; financial provisions, accounts and reports, while the draft manual on NTFB is mainly divided into two major components—Administrative and Technical. There are eight chapters in the draft manual: Administration, Personnel Policies, Financial Management, Forms, Grant Making Procedures, Monitoring and Evaluation Plan, Applicant’s Manual, and Grantees Manual.

Revenue Generation in Protected Areas

Tourism is a major source of earning foreign exchange in the country. The country’s Protected Areas generate revenue from various sources such as the issuing of filming licenses, entrance fees, royalty from hotels in and around protected areas, elephant rides, issuing hunting license in a regulated manner, fines, and issuing license for the export of materials made from the bones of domestic animals. 

(2006)

A framework for Nepal Trust Fund for Biodiversity has been proposed, and is still in process. In case of protected areas, revenue is shared with the local communities and is used also for biodiversity conservation. In community forests, about 25 percent of the total income is used for forest development and management. However, perpetual funding mechanism has yet to develop. The Environment Conservation Fund established in accordance with the provisions of the Environment Protection Act (1996) could also be used for biodiversity conservation. There is also a possibility to use the National Agricultural Research and Development Fund for the conduction of biodiversity related researches and studies. 
Under the in-country sources of funding, the national consolidate fund, poverty alleviation fund, funds generated by community based organisations such as community forestry user groups, leasehold forestry user groups, buffer zone user groups, private sector investment in biodiversity use, biogas subsidies could be considered as potential funding sources. Furthermore, GEF small grant programme and small grants of the conventions related to species conservation would also be the potential funding sources to implement small scale local programmes. However, there are inadequate funding for biodiversity conservation as people should wait for outcomes and impacts of such initiatives.
(2009)

Resource availability: The challenges in the implementation of the strategy under NBS and projects under NBSIP are also lack of financial resources. When NBSIP was developed, an estimated amount of US $ 86.07 million was proposed to be invested for accomplishing the objectives of the priority projects in the implementation phase during 2006-2010. The government, donors and private sectors were major stakeholders proposed for financial and other resources for these projects.

Nepal Trust Fund for Biodiversity (NTFB) has been proposed by NBS in 2002 as an autonomous legal body, independent and separate tax-free, from the government, and fully empowered to manage the capital and investment income. There has been no progress in this regard. To date, many activities for the implementation of the NBSIP are done through projects financed by the government, GEF and other funding through NGOs. However, resources are still inadequate to effectively implement the NBSIP, and for coordination and monitoring activities. Similar conclusion was also made by the National Capacity Self-Assessment Report and Action Plan (GoN and UNDP 2008).

King Mahendra Trust for Nature Conservation

Revenues generated through a permit fee charged to visiting trekkers are used to establish and maintain the Annapurna Conservation Area and to increase the revenues supporting the livelihoods of local communities.

The Annapurna Region in Western Nepal is a spectacular mountain landscape that holds endangered wildlife species such as the Snow Leopard, Tibetan Argali, and Musk Deer. It also contains 1,226 species of flowering plants, 38 species of orchids, 101 species of mammal, over 450 species of bird, and is the home to three major river catchments and 120,000 people from diverse ethnic backgrounds. The natural beauty of the area means that it is the most popular trekking destination in Nepal, drawing 60% of the country’s trekkers. In some years the number of trekkers and accompanying staff can equal the total population of the area. By the mid-1980s it was becoming recognised that the pressure from visitors was leading to significant environmental damage.

While the trekking industry provided benefits for some of the very poor communities living in the area – the majority living at the subsistence level – there were concerns that many of the local community were actually suffering at the expense of the visitors, for example through increased waste and higher prices. There were also significant concerns among local people over the establishment of any kind of formal protected area that would restrict their use of local natural resources and threaten aspects of their traditional livelihoods.

The Annapurna Conservation Area Project (ACAP), founded in 1986, is managed by the King Mahendra Trust for Nature Conservation, and was the first protected area in Nepal to be managed by an NGO. Underlying the ACAP approach is the trekking permit which visiting trekkers to the area are required to pay. It was envisaged that the proceeds from the permits were to be used to maintain the Conservation Area while providing support to conservation and development projects.

From an initial entry fee of Nepal Rs200 in 1986, the fee has been raised to a current level of Rs2,000 (US$25). The proceeds from the trekking permits have provided considerable revenue for the ACAP. The total revenue collected from the trekking permits has risen sharply from Rs7.3 million in 1989/90 to over Rs67 million (US$1 million) in 1999/00. While donor support was responsible for the bulk of funding of the ACAP in the early years of establishment, the revenue generated by the trekking permit and other fees was able to contribute approximately 70% of the costs of the ACAP by 2000. There has been little cost to the government throughout the project.

Land-use within the ACA is zoned, and includes a wilderness zone, protected forest zone, an intensive use zone, and special use zones. Communal ownership of tourism is encouraged to ensure that income is spread throughout the community.

Revenues raised through this approach come primarily from campsite fees and lodge income, with 15% percent of revenue used for nature conservation activities, 35% for maintenance and repair of tourism facilities, and the remaining 50% used to support community development.

Development activities are funded through the trekking permit and are determined by Conservation Area Management Committees (CAMC), elected by members of the community they represent. Activities have included tourism management and agricultural development programmes, and health, education and cultural heritage projects. Conservation activities are encouraged through the Conservation Education and Extension Programme. A considerable focus has been on reforestation programmes and measures to reduce wood-use in an area in which 90% of local energy needs are met from forest resources. Management activities include forest zoning, establishing forest nurseries and planting seedlings.

The Annapurna Conservation Area has now expanded to cover 7,629km2, some 5.8% of the total area of Nepal. The use of the trekking fee has allowed for the establishment and maintenance of the largest protected area in Nepal without drawing on hard-pressed government financial resources, while the promotion of tourism that also benefits local communities strengthens the linkages between economic development and biodiversity protection. As well as allowing for planned development of tourism and its impacts, spending on conservation projects has included the establishment of 30 plant nurseries and 50,000 community plantation sites.

· Entry fees were capable of financing the majority of the area’s management budget. However, there is a need for timely review of the entry fee.

· Once the community realises that the protection of park resources is beneficial to their livelihoods, they will invest their resources back into the park management, thereby cutting the overhead cost of park authorities.

· Legal recognition is required of the ability of the park authority to raise funds and allocate it back to park management; similar recognition is needed of community involvement.
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