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5.8.2
Economic instruments
The importance of using economic instruments and of internalizing the cost of damage to the environment in the activity which causes it has been underlined in several political decisions, including the Strategy for Biological Diversity. The latter points out that existing markets are deficient in the sense that they fail to `place a value on the costs resulting from losses of species and ecosystems, or on the potential benefits which genes, species and ecosystems may have for third parties or future generations'.

When a detrimental impact involves no monetary cost, there is a tendency to ignore it, and indeed a clear risk that resources will be misused. This is also true of biological diversity and biological resources. It is important to recognize that a loss of biodiversity is to be regarded as an environmental problem ‑‑ or as environmental degradation, if we prefer that expression.

Up to now, economic instruments have mostly been employed in other areas than those with a close link with biodiversity: e.g. environmental taxes on specific substances or pollutants with the aim of reducing their use or levels of emissions. The development of economic instruments to internalize the environmental costs associated with loss of or damage to biodiversity is as yet in its infancy. The polluter‑pays principle, for example ‑‑ long accepted at both the national and the international level in the sphere of pollution control ‑‑ has yet to be applied to any other form of environmental degradation than emissions from more or less stationary installations. No corresponding principle applies to a person or company responsible for a loss of biodiversity, for instance; such losses still involve basically no cost for those who cause them. This can only be put right by a combination of legal and economic instruments.

Several basic difficulties need to be overcome in order to develop economic instruments to conserve and ensure the sustainable use of biological diversity: (i) It is difficult to put a price on biodiversity. Presumably only certain components and aspects of diversity can be valued (e.g. the area covered by a certain type of habitat). Some methods already exist, however, and intense efforts are being made to develop others. (ii) It is often difficult to design instruments which work in practice and achieve their objective. (iii) A third difficulty is the growing significance of international trade and economic integration. Certain instruments can only be introduced in parallel with competitor nations, or need to be pursued by Sweden in the EU (e.g. a carbon dioxide tax).

Actions proposed
To make it possible to introduce economic instruments to promote the conservation and sustainable use of biodiversity, there is a need both for further basic research and for additional practically oriented studies. Research is dealt with elsewhere (see 5.7). It is important to explore the underlying, societal causes of biodiversity losses and to develop methods to assess the monetary value of biodiversity. The proposals below are chiefly concerned with further studies with a more practical slant, and are intended to draw attention to important areas for such studies.

action 55: Analyse how the decision in principle to eliminate environmentally harmful subsidies has been implemented (here, in relation to biodiversity). It needs to be made clear that financial support must not be given to activities which involve a risk of damage to or loss of biodiversity. The need for amendments or additions to the Government Agencies and Institutes Ordinance and other regulations should be examined.

Background and reasons for proposal: This principle, which originates in the Brundtland Report, has been endorsed by Parliament and the Government in several different contexts (including Govt. Bill 1991/92:150, Annex I:12).

Implementation: The principle of sectoral integration should apply, i.e. the sector or agency administering a particular form of support should be responsible for carrying out the necessary analysis. The Government should clarify the basic policy and commission an overall assessment of how the decision in principle has been implemented. Subsidies that are judged to have a detrimental impact on biodiversity (or the basic conditions for biodiversity) should be abolished as soon as this assessment has been completed.

Timetable: Should be implemented as soon as possible.

action 56: Examine how different methods of monetary valuation of biodiversity can be applied in different situations in order to internalize environmental costs (in the form of expected damage to/loss of biodiversity).
Background and reasons for proposal: Methods and procedures for assessing the monetary value of biodiversity make it easier to internalize the costs entailed by damage to or losses of diversity. A number of different valuation methods are described in the country study (Environmental Protection Agency, Monitor 14). Researchers have tested a variety of methods in specific contexts.

Monetary valuation is an extremely difficult business. It should be attempted in the light of both the practical experience gained in other countries and the research and the limited applications reported in Sweden. A number of valuations have been carried out, in the form of studies of willingness to pay for different species or natural areas, estimates of the cost of restoring the ecological functions of wetlands, for example, and various types of cost‑benefit analysis of alternative uses of areas.

Implementation and timetable: The Government should issue specific terms of reference for a study of this question.
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How much are we prepared to pay for a woodpecker?

Conservation of the white-backed woodpecker is undoubtedly an expensive undertaking, both for the public purse (the state and to a certain extent local authorities) and for the forestry sector (forest companies and individual forest owners).

The species’ habitat often consists of productive forest land producing timber worth substantial sums of money. Although some measures can, and should, be undertaken in the framework of existing land use and the attention which owners are required by law to pay to nature conservation, the fact remains that, in order to safeguard the white-backed woodpecker’s core areas – which is absolutely essential if the species is to have a chance of surviving in Sweden – large financial resources will be needed to establish reserves and/or introduce small-scale habitat protection. Those resources may be provided either by the public sector or – and this is an important factor – by forest companies and individual forest owners voluntarily agreeing to set aside significant areas without claiming compensation (following the example of STORA Skog AB’s commitment to establishing a hundred white-backed woodpecker areas).

Studies of willingness to pay show that people are in general prepared to pay to maintain viable populations of threatened species. In a study dealing specifically with the white-backed woodpecker, a majority of respondents ranked the argument ‘All species have a right to exist’ as the most important reason for preserving this species in Sweden. On average, Swedes were prepared to pay SEK 10 per person per year to help conserve the white-backed woodpecker. On the other hand, respondents were not prepared to pay for measures aimed at increasing its numbers beyond the smallest viable population. Awareness of the fact that the white-backed woodpecker is not endangered at a global level did not influence their willingness to pay for its conservation in Sweden. This clearly shows that people generally ascribe what is usually called an ‘existence value’ to species occurring naturally in their country.

In Finland, a system of guide values in Finnish marks has been established for animals and plants protected under the Nature Conservation Act. On the basis of these values, the courts determine the sums to be paid in compensation for breaches of the protection regulations. Under this system, the value of one white-backed woodpecker has been estimated at FIM 24,000. It should be pointed out that the Finnish system is primarily to be regarded as a preventive tool (to discourage infringements of the protection provisions), rather than as an environmental policy instrument geared to ensuring the survival of threatened species.

� Sweden (1995). Bill to Parliament 1993/94:30: A Strategy for Biological Diversity, and Bills to Parliament in 1996 (1996/97:75) and 1997 (1997/98:2) on action plans for biodiversity, 239 pp.


� Sweden (2001). Sweden’s National Report, 148 pp.





