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Foreword

A significant proportion of the wealth of Southern African Development Community (SADC) Member States comes from biodiversity goods and services. It is therefore not surprising that biological resources remain a key driver of the region’s socio-economic development agenda as enshrined in the Regional Indicative Strategic Development Plan (RISDP). The Plan incorporates ideals of the Millennium Development Goals and the New Partnership for Africa’s Development (NEPAD). However, the region’s rich biological heritage is being lost at an alarming rate and indications are that Southern Africa might fail to meet the 2010-biodiversity targets.

We recognize that the environment is a public good whose protection remains a principal government responsibility. However, less public money is going into environmental issues due to competing social needs for the limited national budgets. There is therefore need bring in “new money” into biodiversity conservation and sustainable use in order to complement and scale up on-going efforts by international cooperating partners, the private sector and national governments. In this regard, Member States have adopted a number of innovative financing mechanisms. The successes and challenges of such initiatives were the basis for generating regional guidelines/tools on innovative financing presented in this document.

The guidelines highlight strategies that address constraints identified for each innovative financing mechanism used by Member States. Focal areas that address the strategies are then given. This provides flexibility in implementing the guidelines given differences in capacity and level of development in each country.

More specifically, the guidelines recognize the importance of market forces in protecting the environment and the role of national governments in providing an enabling environment and incentives for public-private sector partnerships. Such partnerships work best in areas where interests of business and biodiversity coincide. They include eco-tourism, non-timber forest products, bio prospecting, organic agriculture and the development of alternative and non-polluting energy sources. It is against this background that the region looks forward to the hosting of the 2010 Soccer World Cup. This gives us an opportunity to upgrade, package and market our trans-frontier Conservation Areas as a premier tourism destination to thousands of tourists expected in the region from all over the world at that time. There is no doubt that part of the revenue generated there from will be ploughed into biodiversity conservation for the benefit of present and future generations.

Honorable Lebohang Ntsinyi

Minister of Tourism, Environment and Culture in the Kingdom of Lesotho and Chairperson of the SADC Ministers of Environment Forum. 
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Executive Summary

As part of their obligation to the Convention on Biological Diversity (CBD), Member States of the Southern African Development Community (SADC) have produced National Biodiversity Strategies and Action Plans. They also recently published a SADC Regional Biodiversity Strategy. Both documents highlight the need for more financial resources to reduce biodiversity loss in Southern Africa. However, funds from conventional financing sources such as governments, international donors and the private sector have been declining in recent years. This has adversely affected the region’s capacity to meet the 2010 target of reducing biodiversity loss and alleviating poverty. 

This document provides the region with guidelines/tools on “innovative” financing mechanisms that can complement the dwindling conventional funding sources. The money is needed for research and development; education and training; commercialization of biodiversity goods and services; and general management and administration in the eight high priority regional constraints to biodiversity conservation and its sustainable use elaborated by the SADC Regional Biodiversity Strategy. They include issues on Access and Benefit Sharing and Invasive Alien Species.

National consultancies were commissioned to identify existing innovative financing mechanisms in Member States. The national experiences and challenges provided building blocks for formulating regional guidelines on innovative financing.

Existing innovative financing mechanisms and their associated constraints in the region include the following: 

· Charging market related rates for biodiversity goods and services. Current charges do not reflect the cost of offering the good or service;

· Maximizing revenue from environmental pollution fines. Fines imposed on polluters do not provide a sufficient deterrent to would be offenders;

·  Strengthening public-private sector partnerships. Biodiversity related business is limited; and,

· Enhancing the effectiveness of environmental Funds. Funds are under capitalized, fragmented and not targeted at biodiversity management. 

The Regional Guidelines are presented in the form of a matrix that highlights strategies to strengthen existing innovative financing mechanisms and the focal areas/tools (sets of activities) that make them operational. Twenty-three sets of activities are identified in the Guidelines and their scope is threefold: 

· Providing incentives for biodiversity related business in order to increase the amount of “new money” ploughed into biodiversity management;

· Maximizing economic opportunities created by trans-boundary natural resource management business initiatives such as Trans frontier Conservation Areas (TFCAs) and tourism; and,

· Creating a favourable environment for biodiversity related business through sustainable use of biological resources; targeted capacity building; and review of national policies and legislation.

1.0 Introduction

The Southern African Development Community (SADC) consists of fourteen Member States located in the southern part of the African continent. They are Angola, Botswana, the Democratic Republic of Congo, Lesotho, Malawi, Madagascar, Mauritius, Mozambique, Namibia, South Africa, Swaziland, Tanzania, Zambia and Zimbabwe. The region is rich in biological resources, some of which have global significance and most biodiversity issues transcend national boundaries.

Over 50% of the Gross Domestic Product (GDP) of SADC Member States comes from primary sectors of production such as agriculture, mining, forestry and wildlife. In addition, biological resources sustain livelihoods of SADC citizens by providing a wide range of goods and services, hence their overriding importance in the region’s socio-economic development agenda. It is against this background that there has been a paradigm shift from a historically defensive approach that sought to protect nature from impacts of development to a focus on conservation for sustainable human development. However, although the region is endowed with biological resources, it is characterized by high levels of poverty that emanate from its inability to effectively transform this biological capital into goods and services for socio-economic development and poverty eradication. Furthermore, Southern Africa is facing serious environmental challenges largely originating from increasing human population relative to resource availability; agricultural expansion coupled with declining land productivity; continued reliance on wood fuel; increasing land degradation; and climate change. These factors are resulting in the loss of biological resources and ecological processes (SADC, 2006).

The successful conservation and sustainable use of the region’s biological resources requires considerable human and financial investment in the following areas:

· Research and development;

· Education and training;

· Commercialization of goods and services;

· General management and administration.

The areas are elaborated in Box 1.

	Box 1: Biodiversity conservation and sustainable use activities that require funding

Biodiversity conservation and sustainable use activities that require funding include:

· Ecosystems research;

· Data collection from ecosystems;

· Undertaking management activities in protected areas;

· Monitoring and evaluation of populations and variables in nature;

· Conducting public awareness on biodiversity conservation matters;

· Environmental education;

· Short and long term training of staff involved in biodiversity projects and/or activities;

· Integrated conservation and development planning;

· Rehabilitation of wetlands, translocation and re-introduction of species;

· Commercialization of goods and services; and,

· General management and administrative functions.

Source: Adapted from Govt. of South Africa, 2006.




The foregoing activities equally apply to Access and Benefit Sharing (ABS) and Invasive Alien Species (IAS) issues that are among the high priority regional constraints to biodiversity conservation and its sustainable use as elaborated by the SADC Regional Biodiversity Strategy (SADC, 2006). 

Limited funding from conventional sources that include government, bilateral and multi-lateral donors and the private sector has constrained biodiversity conservation and sustainable use efforts in Southern Africa. This has been more critical for certain aspects of biodiversity that include the enforcement of relevant legislation, awareness campaigns and capacity building (SADC, 2006). The net effect of inadequate funding has been a reduced capacity of Member States to conserve and sustainably manage biological resources. For example, although the recommended minimum funding level for protected areas in Southern Africa is $200 per square kilometre per annum, only South Africa and Zimbabwe invest more than this figure while the other countries spend much less (Lindberg, 2001; Cumming, 2004).  Furthermore, although all Member States have completed their National Biodiversity Strategies and Action Plans as part of their implementation of the Convention on Biological Diversity, most Plans have not been implemented due to lack of funds. 

At the regional level, financial constraints limit the ability of national agencies to implement trans-boundary programmes such as those on Trans frontier Conservation Areas (TFCAs).  

It is against the foregoing background that the region, through the SADC Biodiversity Support Programme, sought to identify “innovative” financing mechanisms to complement conventional funding sources. The sought after financing mechanisms are ‘innovative’ in the sense that they bring in “new money” for biodiversity conservation and its sustainable use. This is consistent with Verweij (2002) who defined Innovative Financing Mechanism as an institutional arrangement that results in the transfer of new and increased financial resources from those willing to pay for sustainably produced goods and services to those who produce them.  

The objectives of this Study were to:

· Assess conventional and Innovative Financing Mechanisms (IFM) used to fund biodiversity management in SADC Member States; and,

· Develop Regional Guidelines/tools on innovative financing mechanisms based national experiences and challenges.

2.0 Process followed

The assessment of funding sources for biodiversity conservation and sustainable use was done through national consultancies commissioned in ten SADC Member States participating in the SADC Biodiversity Support Programme. Terms of Reference of the consultancies were to:

a. Investigate the extent to which government ministries, Non Governmental Organizations (NGOs), local authorities, grassroots organizations and the private sector mobilize funds to implement projects and activities related to the country’s National Biodiversity Strategy and Action Plan (NBSAP);

b. Show funding trends (in nominal and real terms) from each source in (a) above over the last four years and explain any variance;

c. Assess and document the extent to which selected innovative case studies on Community Based Natural Resource Management (CBNRM) have assisted in mobilizing financial resources for biodiversity management in the country;

d. Examine the extent to which the user/polluter pays principle has been used to leverage financial resources for biodiversity conservation in the country; and,

e. Develop a strategy on innovative financing mechanisms for biodiversity management in the country based on (a) to (d) above.

The national consultancies largely consisted of desk studies that utilized secondary data (documents) collected from focal sectors of the study namely government ministries, NGOs, local authorities and the private sector. Discussions were held with key informants with expertise and experience in the area of environmental management in order to: validate certain facts; obtain information that could not be found in existing documents such as that on budget allocations; and get opinions on issues around biodiversity conservation and sustainable use and financing strategies. In some countries, a structured questionnaire was used to guide discussions, especially those involving projects under way and the financial resources allocated to them. Visits to project sites were undertaken in a few cases.

Country results formed the building blocks for assessing the funding sources and for formulating Regional Guidelines on innovative financing mechanisms for biodiversity conservation and its sustainable use in Southern Africa. 

3.0 Outcomes

Annex 1 presents a brief on different mechanisms used to finance biodiversity management worldwide. Bayon (1999) categorizes them as those that aim at:

· Conserving biodiversity as a public good;

· Correcting negative externalities; and,

· Stimulating businesses that protect biodiversity.

This paper focuses on financing mechanisms that have been used by Member States and from which lessons on innovative financing can be drawn. Mechanisms used elsewhere and for which regional experience is limited are not discussed in any detail. This approach was adopted to ensure that the resultant guidelines find direct application in the Member States. The Guidelines apply to all constraints to biodiversity conservation and its sustainable use, including those on Invasive Alien Species and on Access and Benefit Sharing as elaborated in the SADC Regional Biodiversity Strategy. 

3.1 Conventional funding sources

This section highlights conventional funding sources namely: national governments, international donors and the private sector. They are elaborated in Annex 2.

3.1.1 National governments

Governments are the major source of funding for biodiversity conservation and sustainable use in the region. The money comes from taxes paid by citizens of the country and allocated to various departments through the fiscus. There has been a general decrease in recurrent funding for biodiversity related initiatives in the region over the last five years in real terms. In addition, very little money is being allocated to capital expenditure. This has contributed to the erosion of the asset base of some government agencies responsible for biodiversity management. The reduced government funding reflects on the competition for limited national resources that exists between the environment sector and other high profile social needs such as health and education. Notwithstanding, national governments have a national obligation to fund most biodiversity projects. This is in recognition of the fact that governments are custodians of their countries’ biological diversity, which is largely a public good (Annex 1).

3.1.2 International donors

International donors have traditionally been an important funding source for biodiversity management in the region through bilateral and multi-lateral financing. However, such funding has been on decline in recent years. This is partly because of changing donor priorities. Table 1 shows trends in priority areas for funding by bilateral donors based in Botswana. According to the table, issues of biodiversity are lower down the priority list of donors and the situation is likely to get worse in future. 

Table 1: Changes in priority areas for funding by bilateral donors that are based in Botswana

	Donor
	Current priority areas (in descending order)
	Future priority areas

	European Union

USAID

African Development Foundation
	i) Education and training 

    sector policy.

ii) Capacity building for 

    the Ministry of Local

    Government.

iii) Wildlife conservation 

     & management.

iv) Vocational training

v) Technical cooperation

    facility.

i) Trade issues.

ii) Democracy & elections.

iii) Food security.

iv) Shared river basins.

i) Medium & small 

  enterprise development.

ii) Grassroots

    organizations 

    development.

iii) Promotion of 

     participatory

     development 

     methodologies.
	i) Capacity building.

i) Expansion of the shared river basin programme.

i) HIV/AIDS & CBNRM  

   to be included under

   participatory 

   development

   methodologies.




Source: Govt. of Botswana, 2006.

3.1.3 The Private sector

The private sector has been funding biodiversity initiatives as part of its social corporate responsibility for some time. An Environmental Fund called “Go Green Fund” launched by Ned Bank of Namibia in 2001 provides a good example of such private sector support (Box 2). However, the level of funding from the private sector has remained relatively low and variable. This is because the prevailing economic situation and the personalities involved at the time influence private sector financing.

	Box 2: The “Go Green Fund” of Ned Bank-Namibia

The “Go Green Fund” of Namibia is funded by bank contributions for each product sold in the Go Green suite that involves innovative home loan options and vehicle finance options. The Fund focuses on projects that:

· Support the conservation, protection and wise management of sensitive habitats and indigenous plant and animal species;

· Improve the understanding of indigenous species and natural ecosystems, particularly for urgent conservation problems;

· Promote efficient and appropriate use of natural resources to support sustainable long term use; and,

· Promote and distribute accurate information on environmental issues and parameters to all Namibians.

Some of the initiatives being supported under the Fund include: extensive upgrades of vulture conservation; studies to assess the impact of diamond mining on hyenas; and erecting structures that protect breeding grounds of Damara tern and the Carmine Bee Eater.

Source: Govt. of Namibia, 2006.




The net effect of the foregoing financing scenario from conventional funding sources is a reduced capacity by Member States to finance current or new biodiversity management initiatives. This highlights the need to bring in ‘new money’ to close the funding gap.

3.2 Innovative Financing Mechanisms

This section describes Innovative Financing Mechanisms that have been used to finance biodiversity conservation and sustainable use in SADC Member States and their associated challenges. They are:

· Charging market related rates for biodiversity goods and services;

· Maximizing revenue from environmental pollution;

· Strengthening and/or establishing public/private sector partnerships; and,

· Enhancing the effectiveness of environmental Funds.

3.2.1 Charging market related rates for environmental goods and services

Consumers of biodiversity goods and services in the region pay user charges or fees to access the good or service. The charges are intended to cover costs associated with administering facilities; conducting inspections to identify violations and ensure compliance; and managing the resource. 

Goods and services for which fees are charged include:

· Entry to parks and other special attractions;

· Tourist facility developments such as accommodation in national parks;

· Photographic and hunting safaris and timber concessions;

· Bio prospecting; and,

· License allocations for fisheries, wildlife and other natural resource activities.

The potential of user charges to raise sufficient funds depends on, among other things, the ability to charge market related rates and the availability of biological resources that are in demand. Unfortunately, charges for various goods and services do not reflect market rates or costs associated with offering the good or service. Government agencies that provide them generally lack the incentive to charge market rates. This is partly because they do not retain the generated revenue. The latter is channeled to national Treasury. This situation is, however, gradually changing in some countries. For example, the Ministry of Environment and Tourism in Namibia was recently allowed to retain 25% of parks user fees for biodiversity maintenance and conservation. In Zimbabwe, the government deliberately introduced and adjusted policies and legislation to transform some departments into semi-autonomous institutions. The changes enable the institutions to generate and retain revenue for biodiversity management. The model was applied to the Forestry Commission (FC) and the Parks and Wildlife Authority (PWA) through amendments to the Forest Act and Parks and Wildlife Act respectively (Box 3). 

Given the foregoing, it is clear that the successful adoption of market related user charges requires policy and legislative changes in the Member States. Among other things, the changes should explicitly allow relevant agencies to retain part of the generated revenue for biodiversity management. 

	Box 3: The adoption of market related user charges for biodiversity goods and services in Zimbabwe.

The Forestry Commission (FC) adopted two approaches to increase its revenue from users of its biological resources. The approaches are the establishment a forestry company and the commercialization of certain services. The forestry company manages, harvests, processes and markets exotic timber on the Commission’s estate and pays a dividend to FC. FC also directly manages the following commercial ventures:

· Tourism, through its Ngamo Safaris division. The division owns lodges and camps and runs photographic & hunting safaris on gazetted indigenous forest land;

· Controlled timber logging in gazetted indigenous forest areas through concessions;

· Selling seedlings & timber by its Rural Afforestation division; and,

· Selling seeds & seedlings by its Research & Development division locally & abroad.

The foregoing initiatives have augmented government grants and enabled FC to effectively perform it functions as the State forest authority. The model enabled the organization to record an excess over expenditure in 2002 & 2003.

Since 2001, the Parks and Wildlife Authority (PWA) has commercialized some of its operations that include granting concessions on a commercial basis, charging market related user charges & managing eco-tourism facilities. The Authority’s revenue has increased steadily over the last four years in nominal terms without financial support from government. For example, PWA generated 75% of its annual budget requirement in 2005.

Source: Govt. of Zimbabwe, 2006.




3.2.2 Maximizing revenue from environmental pollution

SADC Member States have adopted a policy whereby industries that cause pollution or contamination pay for their damage to the environment by directly funding clean up work or through taxation. This is done through legislation (e.g. National Environmental Management Acts-NEMAs) that holds polluters accountable for their activities. NEMAs embrace the polluter pays principle (PPP). The latter states that costs of environmental abuse or impairment should be borne by the polluter through the taxing of activities that result in pollution. This is intended to discourage pollution and to generate revenue that maintains the environment, including biodiversity.  

Payments covered under PPP include environmental fines and penalties such as charges on toxic substances and agricultural chemicals; water pollution fines; fines for air pollution; fines for illegal logging, hunting and fishing; and penalties for degrading the environment. 

Examples of instances where Member States have applied the PPP include the following:

· The Environmental Council of Zambia, a semi-autonomous institution, generates part of its revenue by charging polluters for the following: generation and illegal transportation of waste; lack of proper waste management systems; generation and storage of hazardous waste; spillage of oil and discharge of effluents;

· Zimbabwe uses its Environmental Management Act (EMA) to collect carbon tax from all consumers of fossil fuels. In addition, all foreign registered cars pay a transit carbon tax at the port of entry. Although the generated money currently goes to national Treasury, mechanisms are being put in place to channel it to an Environment Fund being established under EMA; and,

· The Tshole Trust in Botswana generates funds for environmentally friendly waste oil disposal through a levy charged on every litre of oil imported by member oil importing companies. The money is used for public education, administration costs and putting up infrastructure for collecting used oil. Members are invoiced on the basis of information on oil quantities imported into the country. The Department of Energy Affairs provides the information.  

The application and enforcement of the PPP continues to be a problem in Member States due to a number of constraints that include:

· Low levels of fines imposed. Consequently, the fines have not realized their full potential as sources of revenue and as a deterrent to would be offenders. There is therefore need to revise the level of penalties on a regular basis to reflect economic realities such as inflation. Prescribing penalties in “Regulations” rather than retaining them as integral parts of Acts of Parliament can achieve this. The former allows for frequent revisions while the latter does not;

· Inadequate incentives for government agencies to monitor environmental pollution and to collect fines. This is partly because the generated revenue is not retained by the collecting agencies but goes to national Treasury. To address this, the PPP should be backed by appropriate policies and legislation that state that a portion of the fines should go to biodiversity management; 

· Inadequate financial and human resources to continuously monitor the extent of pollution and penalize offenders in accordance with the environmental damage they have caused. This can be addressed through:

a) Concerted public awareness and education campaigns to sensitize the population on the causes of biodiversity loss. This can help to reduce the costs of compliance and enforcement, as the public would be knowledgeable enough to act in an environmentally friendly way; and,

b) Multi-skilling of existing personnel to reduce costs associated with compliance and enforcement measures. This can be achieved by offering hands-on training designed to develop basic skills in a number of specialized areas.  For example customs officials at border posts can be given basic skills in the identification of invasive alien species; and,

· Most Member States have a narrow industrial base. This limits the scope of introducing specialized taxes to generate revenue specifically dedicated to biodiversity management.
3.2.3 Establishing and/or strengthening public-private sector partnerships

Eco-tourism is a good example of cases where interests of business and biodiversity coincide. Other businesses whose profitability is closely tied to biodiversity and are amenable to public-private sector partnerships include:

· Non-timber forest products;

· Bio prospecting;

· Organic agriculture; and,

· The development of alternative and non-polluting energy sources.

Public-private sector partnerships involving private companies, NGOs and Community Based Organizations (CBOs) are becoming an important funding source for biodiversity management in Southern Africa. The partnerships are commercializing the use of biological resources and traditional knowledge within the context of Community Based Natural Resource Management (CBNRM) approach. The approach uses economic incentives to encourage communities to conserve biodiversity (Box 4). 

	Box 4: The CBNRM approach in Southern Africa

For more than two decades, some countries in Southern Africa have been implementing strategies that support human livelihoods through the sustainable use of biological resources within the context of CBNRM. In this approach, communities are given rights of access to wild resources and legal entitlements to benefits that accrue from using the resources. This creates positive social and economic incentives for the people to invest their time and energy in natural resource conservation. Typically, CBNRM initiatives have been implemented in ecologically marginal areas, with limited capacity for other natural resource based economies such as agriculture.

The success of CBNRM has largely depended on the level of devolution; donor commitment; policy changes; and links with tourism and hunting. The key economic driver for CBNRM in the region has been wildlife (large mammals), mostly through trophy hunting and eco-tourism outside protected areas. The potential role of veld products is only beginning to be realized through value addition and commercialization. Such products have potential for nutritional, pharmaceutical and industrial use; and for generating income for rural people. The main advantage of veld products is their wider distribution when compared to wildlife.

Source: SADC, 2006.


A major concern on CBNRM approach has been limited financial incentives and insufficient devolution of rights to landholders. In addition, the region has a narrow range of biological resources that are of sufficient value to justify transaction costs of institutions and organizations needed for common property management. This has raised the need to add value to existing biological resources and to market the resultant products through public-private sector partnerships. Box 5 highlights some public-private sector partnerships established by Member States for this purpose.

	Box 5: Public-private sector partnerships in commercializing biological resources in some SADC Member States

1. The Makoni Tea (Fadogia ancyalantha) in Zimbabwe

F. ancyalantha is used to produce herbal tea named Makoni tea. The Southern Alliance for Indigenous Resources (SAFIRE), an NGO, has facilitated the establishment of a community-based enterprise by encouraging members of Ward 23 of Nyanga district in Zimbabwe to form an Indigenous Tea Producers Association (ITPA). The Association consists of 200 members who collect leaves of the herb and pre-process them for the production of Makoni tea. This is done in partnership with three private companies namely, Katiyo, Tanganda and Speciality Foods of Africa. The companies finish the processing and packaging of the leaves and market and sell the tea. The ITPA earns revenue from the sale of the pre-processed leaves and receives dividends based on returns from tea sales locally and abroad. However, revenue receipts have been limited due to competition with established herbal teas and inadequate promotion and marketing.  

2. The Swazi Secrets project in Swaziland

The Swazi Secrets project harvests Marula fruits (in the wild) for processing into a variety of products in a modern manufacturing factory. The project is working with 14 producer/collector communities (comprising 2 500 individual suppliers) who sell Marula kernels to Swazi Indigenous Products Pvt. Ltd. The project has a strong education component that trains communities on appropriate harvesting techniques. 

Since the community derives direct economic benefits from harvesting wild Marula fruits, the sustainable harvesting of the species can be guaranteed. This demonstrates how economic incentives can enhance biodiversity conservation.

Source: Govt. of Swaziland & Govt. of Zimbabwe, 2006.


There has been limited investment in areas such as bio prospecting and natural product value addition by national governments. This is partly because most development models in Southern Africa consider biological resources as a source of sustenance and not as a source of wealth. However, the recently completed SADC Regional Biodiversity Strategy recognizes value addition as the key to unlock the region’s rich biological capital. There is also growing interest in adding value and commercializing biological resources in the region as a whole. For example, the Southern African Natural Products Trade Association (Phyto Trade Africa) is developing commercial opportunities from natural products (products derived from indigenous plants) for the benefit of rural communities in the region. It does this through investment in R&D and market development, whilst facilitating linkages between rural producers and private sector processors and manufacturers. Through the creative use of public funds, Phyto Trade Africa has been able to leverage significant private sector investment into R&D. However, it remains one of the very few cases in which favourable conditions for private sector investment have been successfully created (Le Breton, personal com.). 

Another important development in Southern Africa during the last few years has been an upsurge in trans-boundary projects such as Trans-frontier Conservation Areas (TFCAs). This has coincided with a growing interest in economic integration as enshrined in the SADC Treaty (SADC, 1992). However, such projects are coming at a time when the region has limited experience in managing mega conservation areas. Box 6 elaborates on some policy, legislative and capacity challenges faced by TFCAs in Southern Africa.

	Box 6: Challenges faced by Trans-frontier Conservation Areas in Southern Africa

The responsibility for managing Trans-frontier Conservation Area (TFCA) initiatives lies with the Member State concerned. This is largely because they depend on or assume similar levels of devolution and equally supportive policies and legislation across participating countries. However, given that most TFCAs are still in their infancy, their impact on trans-boundary natural resource management and on human welfare in Southern Africa still remains to be seen. Notwithstanding, the issue of adequate national capacity is very critical for their success. This is largely because  TFCAs impinge on national sovereignty regarding certain natural resources. Unfortunately, some Member States have yet to clearly articulate their national policies on TFCAs. This apparent lack of clarity and consensus at national level partly explains the slow rate of implementation of some of the initiatives. There is therefore need for Member States to develop national consensus, policies and capabilities on the subject. The capacity of local communities is also critical in TFCA initiatives. However, there is limited evidence to show that communities have been adequately consulted and made aware of the long and short-term implications (e.g. displacements) of some TFCAs.

Another important consideration in TFCAs is the prospect of removing barriers to wildlife, domestic animals and human movement within and across countries. This has major implications on animal health and disease control, production and export markets in each country. A policy framework on animal health and disease control for TFCAs is therefore necessary.

Source: Adapted from SADC, 2006.   




The success of public-private sector partnerships depends on the following:

· Concerted R&D efforts that unleash the economic potential locked up in the region’s biological resources through bio prospecting and value addition.; and finding innovative ways to equitably share benefits there from;

· Building the capacity of local communities that live with the biological resources in the management of common property resources;

· Formulating policies, legislation and bye-laws that regulate access to and use of biological resources;

· Creating a conducive environment for private sector involvement through targeted incentives and appropriate legislation. This is an area in which very little experience exists in the region. There is therefore need to review approaches used elsewhere and adapt them to regional realities. They include: loans to biodiversity-based businesses (green credit); investment in biodiversity based-businesses using equity or quasi-equity (green venture capital); guarantees to biodiversity-based businesses (green guarantees); export credit for biodiversity based businesses (green export credit); and securitisation. The approaches are elaborated in Annex 1; and,

· Promoting TFCAs and trans-boundary eco-tourism through appropriate policies, legislation; and capacity building.

3.2.4 Enhancing the effectiveness of environmental Funds

SADC Member States have set up environmental Funds that are accessed by government agencies, NGOs and Community Based Organizations. The Funds provide financial support for a variety of revenue and non-revenue generating activities related to biodiversity management. Examples of such Funds are:

· The Community Trust Fund (CTF) in Botswana. The Fund benefits communities living near elephant zones and is capitalized by revenue receipts from ivory sales;

· The Mount Mulanje Conservation Trust Fund in Malawi. The Fund supports forest co-management; livelihoods and biodiversity research; and monitoring activities on Mount Mulanje. It received a GEF grant;

· The Game Products Trust Fund (GPTF) in Namibia. The Fund supports the conservation and management of wildlife resources and rural development. The government of Namibia, on a case by case basis, approves that proceeds of game product sales, live animal auctions, live game export levies, hunting concessions, etc. be deposited into the Fund. The Ministry of Environment and Tourism and rural communities have benefited from the Fund;

· The Bio prospecting Fund in South Africa. The Fund is provided for under the Biodiversity Act. It will be capitalized by revenue from benefit sharing and material transfer agreements and monies due to stakeholders. However, the Act does not indicate the use of the Fund; and,

· The Environment Fund in all Member States. The Fund is being established under National Environmental Management Acts (NEMAs) now in place in most Member States. It will be financed from a wide range of sources such as government grants; donor contributions; and environmental levies, taxes and fees. Its overall objectives are to: standardize environmental services and maintain high quality standards in providing such services; make grants to local authorities for purposes of assisting needy persons obtain access to natural resources without affecting the environment; finance the extension of environmental management services; contribute to R&D; rehabilitate degraded environments and clean up polluted areas; and promote public awareness of environmental matters.

Table 2 highlights environmental Funds being established by Member States. The following observations can be made from the table:

· Four Member States have at least three Funds each. However, most of the Funds are not operational due to lack of start-up capital and procedural constraints; 

· All the countries plan to establish an Environment Fund as provided for under their NEMAs. There is, however, no clear link between this Fund and those that already exist; and,

· The functional environmental Funds have specific finding sources. These include the Community Conservation Fund and the CTF in Botswana; the Mount Mulanje Conservation Trust in Malawi; and the GPTF in Namibia. The CTF is financed from the sale of ivory by central government while the GPTF is funded from proceeds of game product sales, live animal auctions, live game export levies, hunting concessions, etc. 

Table 2: Status of environmental Funds in SADC Member States

	Country
	Environmental Fund
	Status/Comment

	Angola

Botswana

Lesotho

Malawi

Mozambique

Namibia

South Africa

Swaziland

Zambia

Zimbabwe


	i) Environment Fund.

i) Community Conservation Fund.

ii) Community Trust Fund.

iii) Environmental Enhancement Fund

iv) Environment Fund

i) National Environment Fund.

ii) Environment Fund.

i) Mount Mulanje Conservation Trust

ii) Malawi Environmental Endowment Fund

iii) Environment Fund.

i) National Environment Fund.

i) Game Products Trust Fund.

ii) Environmental Investment Fund.

iii) Environment Fund.

i) Bio prospecting Fund.

i) Environment Fund

i) Environment Conservation Fund.

ii) Environment Protection Fund.

iii) Environment Fund.

Environment Fund.
	Not yet in place.

Operational, but utilization has been low.

Operational.

Not yet established.

Not yet established.

Not yet established.

Not yet operational.

Operational.

Operational but has limited capital outlay.

Not yet operational.

Operational.  

Operational.

Not yet operational.

Not yet established.

Not yet established.

Not yet established.

Not yet operational.

Not yet operational.

Not yet operational.

Not yet operational.


Source: SADC National governments, 2006.

3.3 Regional Guidelines on Innovative Financing Mechanisms

The objective of the Regional Guidelines on Innovative Financing Mechanisms (IFMs) is to “Assist SADC Member States to add value to the environment (including biodiversity) for socio-economic development in Southern Africa using “new money” generated there from”.

The Guidelines are presented in the form of a matrix that highlights strategies to address four IFMs used by Member States and the focal areas/tools (sets of activities) that make them operational. The IFMs are: charging market related rates for biodiversity goods and services; maximizing revenue from environmental fines; strengthening public-private sector partnerships; and enhancing the effectiveness of environmental Funds. The format adopted for the Guidelines provides the required flexibility in implementing them given differences in capacity and level of development in the Member States.

The Guidelines have three broad strategic areas namely:

First, providing incentives for biodiversity related businesses in order to increase the amount of “new money” dedicated to biodiversity management. This will be achieved by:

· Allowing government agencies to plough back part of the revenue they generate from user charges and environmental fines into biodiversity management. This will motivate them to regularly review user charges and pollution fees to more economic levels than is currently the case; 

· Raising the value of biological resources through targeted investment in R&D with emphasis on bio-prospecting and value addition. This will be linked to the creation of a conducive environment and incentives for private sector participation in R&D;

· Consolidating and streamlining the capital base and operations of environmental Funds to enhance their efficiency and effectiveness; and,

· Exploring options that equitably share benefits from biodiversity related businesses with local communities in order to encourage their active participation in biodiversity management.

Second, maximizing on economic opportunities created by trans boundary natural resources management initiatives such as TFCAs. This recognizes the immense potential of eco-tourism as a key revenue source for the region in general and biodiversity management in particular and will be achieved by: 

· Mobilizing political support and advocating for the formulation of appropriate national policies and legislation on TFCAs by Member States; 

· Developing appropriate infrastructure and packaging and marketing TFCAs as a unique premier tourism destination in Southern Africa. This will greatly benefit from the expected influx of tourists with the hosting of the 2010 Soccer World Cup by South Africa; and,

· Introducing a uni-visa system to facilitate easy movement of tourists across national borders.

Finally, creating favourable conditions for biodiversity related businesses through sustainable use of biological resources; targeted capacity building; and review of national policies and legislation. The following will be done to achieve this:

· Inculcating an entrepreneurship culture among relevant agencies through targeted skills training. This will motivate them to demand market related rates for user charges and environmental fines;

· Carrying out public awareness campaigns and sensitizing the population on causes of biodiversity loss to encourage responsible behavior;

· Introducing multi-skilling of personnel to reduce costs of enforcement and compliance;

·  Building the technical, organizational and institutional capacity of local communities to assume management responsibilities for biological resources; and,

· Reviewing policies and legislation to: allow relevant agencies to retain part of the revenue from user charges and environmental fines for biodiversity management; and, devolve control and management responsibilities of biological resources to communities.

Table 3 presents 23 focal areas (sets of activities) of the Regional Guidelines on IFMs. They explicitly address constraints identified in the four IFMs used in Member States and represent a set of tools that can be adapted to specific needs.

Table 3: Constraint based Regional Guidelines on Innovative Financing Mechanisms

	Innovative Financing Mechanism & constraint
	Strategy
	Focal area/tool

	1. Charge market related rates on user fees for biodiversity goods and services: Current fee levels do not reflect the cost of offering the good and service.

2. Maximize revenue receipts from environmental pollution fines. The level of fines imposed on polluters does not reflect the full potential of the revenue source.

3. Establish and/or strengthen public-private sector partnerships. The level of biodiversity related business is limited. 

4. Enhance the effectiveness of environmental Funds. The Funds are currently under capitalized, fragmented and not targeted at biodiversity management.
	a) Provide incentives for relevant government agencies to charge market rates for biodiversity goods and services.

a) Provide incentives for government agencies to monitor would-be offenders and to review and collect fines.

b) Enhance capacity to reduce, monitor and control pollution.

a) Provide incentives for biodiversity related business.

b) Enhance the capacity of communities to manage common property resources.

c) Enhance economic opportunities generated from TFCAs and trans-boundary eco-tourism.

a) Facilitate the capitalization and efficient use of environmental Funds.


	i) Allow relevant agencies to plough back part of the revenue they generate from user charges into biodiversity management.

ii) Inculcate an entrepreneurship culture within implementing agencies through targeted skills training. 

iii) Review and appropriately amend current policies and legislation to authorize the use of part of the revenue generated from user charges for biodiversity management.

i) Allow relevant agencies to retain part of the revenue they raise from environmental fines for biodiversity management.

ii) Inculcate entrepreneurship culture within implementing agencies through targeted skills training.

iii) Allow for a regular review of fines by prescribing them in “Regulations” and not in an Act of Parliament, as is currently the case.

i) Carry out public awareness campaigns and sensitize the population on the causes of biodiversity loss to encourage responsible behaviour.

ii) Introduce multi-skilling of personnel (e.g. customs officials) to reduce costs of enforcement and compliance.

In addition, use existing revenue collection systems and points whenever possible.

i) Add value to biological resources through investment in relevant R&D. 

ii) Create a conducive environment for private sector investment in R&D by exploring approaches used elsewhere.

iii) Identify ways to equitably share benefits from biodiversity initiatives with local communities. 

iv) Formulate policies, legislation and bye-laws that regulate access to and use of biological resources at various levels.

i) Devolve control and management responsibilities of biological resources to communities through appropriate policy and legislative changes.

ii) Build technical, organizational and institutional capacity of local communities to assume management responsibilities over biological resources.

i) Seek political support for TFCA initiatives at national level.

ii) Encourage the formulation of supportive national policies and legislation on TFCAs.

iii) Develop national capacity to manage TFCAs.

iv) Develop appropriate infrastructure within TFCAs and package and market them as a unit.

v) Involve local communities in TFCA management and in sharing of benefits there from.

vi) Introduce uni-visa system to facilitate the efficient movement of tourists across national boundaries.

i) Target specific income sources to capitalize environmental Funds.

ii) Consolidate various environmental Funds in each Member State into a single Environment Fund under NEMA. 

iii) State that part of the revenue from Environment Funds will be used for biodiversity management in the legislation.


Annex 1: Global review of mechanisms used to finance biodiversity management (Source: Govt. of Malawi, 2006).

1.1 Approaches

Several approaches on taxonomies of funding mechanisms for biodiversity conservation exist in literature. For example, McNeely (1999) proposed a taxonomy that looks at financing mechanisms in terms of where they originate and divides them into the following groups:

· Tools that can be initiated through international cooperation;

· Tools that governments can initiate;

· Tools that the private sector can initiate; and,

· Tools that NGOs can initiate.

In a different approach, Pearce et al (1997) focused only on mechanisms for national innovative finance and divided them into three types:

· Cost reducing mechanisms;

· Externality correcting mechanisms; and,

· Mechanisms financed from national savings.

On the other hand, work by UNDP (as cited by Bayon, 1999) on financial mechanisms for suatainable forestry divides financing mechanisms into “Conventional” and “Innovative”. Conventional mechanisms include grants from bi-laterals, multi-laterals and NGOs as well as certain forms of private support for forestry. Innovative finance includes a number of mechanisms divided into the following:

· Direct commercial financing mechanisms;

· Direct concessionary financing mechanisms;

· Market development mechanisms; and,

· Structural mechanisms.

This document adopts the approach used by Bayon (1999). The approach gives three categories of tools for financing mechanisms based on the types of funds used as well as their impact on the market. He proposes the division of the mechanisms into the following groups:

· Those aimed at safeguarding biodiversity as a public good;

· Those aimed at correcting negative externalities; and,

· Those aimed at stimulating businesses that protect biodiversity.

2.2 The Financing Mechanisms

2.2.1 Financing mechanisms aimed at safeguarding biodiversity as a public good.

Experience has shown that goods and services provided by nature (because they are public goods and people are used to getting them for free) tend to be taken for granted and over-exploited until they either become scarce or cease to be supplied. The benefits they provide are what economists call “externalities”. These are factors for which there is no market and which are not taken into account in market calculations since a seller would be unable to ensure that only those individuals who paid could obtain it.

Biodiversity is a global public good. As such, global efforts to protect it are being made continuously. The international governing system-involving the United Nations system, the World Bank, regional development banks, the International Monetary Fund and international conventions –has the lead responsibility to generate additional funding at the global level, drawing on surpluses generated in the global economy (Mcneely, 1999). Four mechanisms are discussed in this section with respect to biodiversity as a public good.

2.2.1.1 Taxation (national and international)

Most biodiversity conservation is currently the responsibility of government agencies such as environment divisions, forestry departments and national park services. However, because government agencies lack basic economic incentives such as the profit motive, they tend to operate less efficiently than private sector agencies. It might therefore be appropriate to restructure these agencies into semi-autonomous agencies or to devolve some of their responsibilities to NGOs, to communal and private landowners and even to private sector agencies.

A conventional taxation system imposes a tax on work, income, savings, value added, leisure and consumption, resource depletion and pollution. The use of national tax money for protecting the environment requires that national governments see the environment as a priority and that they make the necessary provisions in the country’s tax laws.

International taxation instruments are not well established. The three proposed international taxes that are most relevant to the environment are (Bayon, 1999):

· A tax on foreign exchange transactions;

· A tax on international air transportation; and,

· An international tax on carbon. 

Of the three taxes, carbon tax is the only one that was proposed for purely environmental reasons.

2.2.1.2 Grants and subsidies

a) Global Environment Facility

Since its inception in 1991, the Global Environment Facility (GEF) has become a major funding source for environmental problems with a global impact in developing countries that are signatories to the Convention on Biological Diversity (CBD). It is supporting biodiversity conservation in many countries, including trusts, endowments and sinking funds, some of which involve innovative financing mechanisms.

b) Bilateral donor funding

Bilateral donors provide one of the largest contributions to biodiversity funding and fulfill a need for short-term project based funding. Information on bilateral assistance can generally be obtained from the donor country’s embassy, the local office of its aid agency and through the Internet.

c) Technical Assistance Grants/Technical Cooperation

Technical Cooperation is one form of grant that is sometimes available from multilateral development banks for supporting biodiversity conservation in areas such as: 

· Developing biodiversity conservation strategies;

· Conducting inventories of biodiversity resources; and, 

· Providing technical assistance for remote sensing, GIS, etc.

d) Foundations funding

Foundations are non-profit, NGOs with principal funds established by wealthy individuals, groups, or corporations to make grants to charitable organizations. They are a good source for start-up funding of new initiatives or specific projects and tend to be interested in the future sustainability of a programme.

2.2.1.3 Loans from Multilateral Development Banks

Where a government is clearly committed to conservation and has access to concessionary capital from multilateral development banks such as the World Bank and the Inter-American Development Bank (IDB), it can obtain a loan specifically for biodiversity conservation. For example, the Brazilian government took out a loan from IDB to finance the capitalization of a National Environment Fund. The loan was paid back using some of the money collected through environmental fines and tax revenue.

2.2.1.4 Debt related instruments

Various approaches to debt relief, such as debt rescheduling, debt for equity, debt for nature swaps, debt for policy reforms or debt for sustainable development have contributed to a reduction of the outflow of financial resources from developing countries and can continue to make contributions to external financing for those countries that are actually servicing their debts. Debt related mechanisms can have a dual impact on the country concerned. On the one hand, they help alleviate the debt burden (although only marginally), which in turn permits the country to use the money it was using to service the debt for other priorities. On the other hand, swaps can generate money (in local currency) for conservation work on the ground.

2.2.2 Financing mechanisms aimed at correcting negative externalities

Externalities are benefits provided by public goods such as biodiversity. Among the negative externalities is the lack of recognition of the importance of biodiversity and its value as well as the non-existent or ill-defined mechanisms for “internalizing” these values into the market system. A number of measures (e.g. social incentives) can be instituted to remove these barriers and distortions and improve the efficiency of the market (removing negative externalities).

2.2.2.1 Reforming the tax system

Taxes and subsidies are among the ways in which the public sector can invest in biodiversity conservation activities. They offer options for a funding base derived from eco-tourism, tropical timber exports or imports, air travel, postage stamps, and visits to protected areas.

2.2.2.2 Removing damaging subsidies

The most highly subsidized sectors in developing countries are energy and water. The removal of the subsidies and environmental tax reform can impact on biodiversity conservation and contribute to sustainable development. This implies that if an activity is damaging to the environment, it should be discouraged (taxed) and not encouraged (subsidized).

2.2.2.3 Environmental fines

The bulk of the revenue for environmental investment comes from fines imposed on violators of environmental regulations in developing countries. Environmental fines and penalties include collection of effluent charges on toxic substances and agricultural chemicals; water pollution fines; fines for air pollution; fines for illegal logging, hunting and fishing. However, in their current form, the fines are still nowhere near meeting their potential as sources of revenue and do not have a marked impact on behaviour in relation to the environment. Furthermore, none of the revenues have been earmarked for biodiversity conservation due to insufficient political support. 

2.2.2.4 Tradable permits and extraction quotas

Tradable permits differ from fines in that they set an upper limit on a certain activity and then use the market to achieve the environmental objective in the most efficient way possible. For example, polluters are given “permits to pollute”. If they go beyond the pollution levels for which they have permits, they are fined. The system allows those who “under-pollute” to sell their excess permits to the “over-polluters” and thus can create a strong incentive for pollution abatement. In situations where pollution legislation is effectively enforced, permit systems tend to reduce compliance costs considerably and can often be more effective at reducing pollution than more command and control mechanisms. However, tradable permits tend to be more administratively demanding than charges because the latter can typically be implemented through the existing fiscal system.

2.2.2.5 Deposit-refund schemes and Environmental Performance Bonds

Deposit-refund schemes and “pollution-bonds” are forms of liability insurance imposed on companies or individuals by government. For example, a small surcharge is added to every glass bottle or aluminium can sold. If and when customers recycle the container, the surcharge (the deposit) is returned to them. The system can be used to mitigate damage at a much larger scale, for instance in systems where mining companies are forced to take out “environmental bonds” when they are awarded a concession. If the government feels that the mineral extraction is done without major damage to the environment, the “bond” or deposit is returned to the company. If, however, the government feels that the mining activity has caused a certain amount of damage to the environment, the “bond” money is used to pay for fines and remediation.

These systems essentially aim to shift responsibility for controlling pollution or environmental damage, as well as for monitoring and enforcement, to individual producers or consumers who are charged in advance for the potential damage. This helps to internalize the true costs of environmental degradation into the economic calculations of consumers and companies when they undertake potentially harmful resource use or extraction.

2.2.2.6 User fees/charges

Environmental charges are wide-ranging, including recreation (entry) fees for use of national forests and other public lands; recreational activity permit fees; concession fees; taxes on hunting, fishing and camping equipment; water based finance mechanisms; bio-prospecting; fees for the right to construct pipelines, transmission lines, or telecommunication lines; and environmental fines (covered earlier).

The main barrier to the wider use of these taxes and fees in supporting biological diversity conservation lies in the mismatch between locations of habitats containing high levels of biodiversity (often protected areas in remote areas far removed from the mainstream of national economic activity) and users who can afford to pay a meaningful fee.

In Costa Rica, a mechanism was created whereby landowners can be compensated for maintaining forests and therefore providing the four key environmental services provided by forests namely: carbon fixation, hydrological services, biodiversity protection and provision of scenic beauty.

2.2.2.7 Joint implementation and carbon sequestration.

According to the Convention on Climate Change, Joint Implementation (JI) enables voluntary cooperation between two or more countries with the aim of reducing green house gas emissions as cost-effectively as possible. Examples of JI include situations where a developed country invests funds for carbon sequestration in a tropical country for reforestation with native species of trees, thereby expanding the area of habitat and contributing to the maintenance of biodiversity. Experience indicates that JI funding has fostered improved management practices that have had a positive impact on biodiversity.

2.2.3 Financing mechanisms aimed at stimulating businesses that protect biodiversity

Eco-tourism is a well-known example of cases where the interests of business and biodiversity coincide. Other businesses whose profitability is closely tied to biodiversity conservation include:

· Non-timber forest products;

· Bio-prospecting (searching for medicines, natural pesticides, cosmetics, fragrances, flavours, essential oils, etc. in the wild);

· Organic agriculture; and,

· The development of alternative and non-polluting sources of energy.

Some of the financial mechanisms that could be used to encourage synergy between business and biodiversity include (Bayon, 1999):

· Loans to biodiversity-based businesses (Green Credit);

· Investment in biodiversity-based businesses using equity or quasi-equity (Green Venture Capital or Sector Investment Funds)

· Guarantees to biodiversity-based businesses (Green Guarantees); 

· Export credit for biodiversity-based businesses (Green Export Credit); and,

· Securitisation.

2.2.3.1 Credits and loans to “Green Businesses”

Access to capital at reasonable cost is made available to small and medium scale enterprises in industries that are good for the environment. This form of “green credit” can help create an environment in which environmentally responsible (but commercially viable) businesses can serve as models and attract larger private capital flows.

2.2.3.2 Venture capital

Green venture capital has a fundamental role to play in bringing about development of businesses that are good for the environment by means of equity or quasi-equity investments through dedicated venture capital funds, or “sector investment funds”. Like traditional venture capital funds, these tools are essentially designed to provide capital in return for equity or quasi-equity positions in promising biodiversity-based businesses. While “green venture capital funds” can be high risk/high return operations, they can provide much needed capital (as well as business expertise) to small biodiversity based start ups to stimulate the conservation and sustainable use of biodiversity.

2.2.3.3 Guarantees for “Green Businesses”

A guarantee is essentially a form of insurance coverage against some of the risks that businesses face. They generally come in two forms:

· Those against commercial risk which cover businesses against risks such as non-fulfillment of contracts, non-payment of loans, fluctuations in exchange rate, etc.; and,

· Those against political risks, which cover businesses against events like wars, civil disturbances, devaluation and expropriation of goods.

Guarantee mechanisms are generally available in many sectors of the economy and could be expanded to serve as incentives for qualified biodiversity based businesses.

2.2.3.4 Securitisation

Securitisation is a process whereby an asset, debt, obligation or aggregation of these, is turned into a marketable security (a stock or a bond). Securitisation of loans happens when creditors pool a series of loans and use these assets to issue a bond that can be traded in the capital markets. The rational behind securitisation is that it permits the creditors to spread their risk and to use their debts to get money up-front from the capital markets. It could be used in the following ways:

· Debt or equity belonging to a variety of biodiversity-based businesses could be aggregated and “securitised” as a way of spreading risk and making investment in these companies more palatable to risk-averse investors; and,

· Some have argued that there might be a way to “securitise” the goods and services provided by nature, thereby allowing them to obtain money from capital markets.

Annex 2: Trends in conventional financing of biodiversity management in Southern Africa (Source: SADC National Governments. 2006).

	Country
	Government grants
	Donor funding
	Private sector financing

	Angola

Botswana

Lesotho

Malawi

Mozambique

Namibia

South Africa

Swaziland

Zambia

Zimbabwe
	Government is the major source of funding for biodiversity management. Funding trends over the last five years were not given. 

Government funding has increased in real terms between National Development Plan (NDP) 8 & NDP 9 (2003/4-2008/9).

There has been a general increase in government recurrent budget allocation to biodiversity related issues in nominal and not in real terms over the past 5 years.

Government allocations to relevant ministries and departments have been inadequate largely due to competing needs on the fiscus.

Government is an important source of funding but funding trends were not given.

Government recurrent budget allocation to relevant departments decreased in real terms between 2002/3 and 2006/7. This reflects the competition for scarce resources with other higher profile social needs such as education and health. There has also been little financial resource allocation to capital expenditure. This adversely erodes the assert base of relevant institutions.

Government funding has been sufficient to implement on-going activities over the years. However, it does not allow for any expansion or the implementation of new initiatives.

Government recurrent budget allocation to biodiversity related initiatives has been decreasing in real terms due to competing needs on scarce resources.

Government grants have not been able to meet the full needs of relevant departments over the last 5 years.

Government recurrent funding to relevant departments increased in real terms between 2002 and 2005. This has largely been targeted at supporting the Land Reform Programme.
	Substantial amounts of international donor money are going into biodiversity but finding trends were not given. 

Donor funding has drastically reduced in real terms during the last few years. This is largely a result of the reclassification of Botswana into a middle-income country & a shift in donor priorities.

Bilateral donor funding has become limited due to changing donor priorities. Furthermore, such funding is short term in nature.

Malawi has received considerable funding from bilateral donors over the years. However, the sustainability of the resultant initiatives has been questionable due to the short-term nature of the funding.

There is considerable donor support for biodiversity management in the country.

There was an increase in donor financing in real terms over the last five years. Development partners have also been involved in the design and implementation of projects that deliver environmental goods and services to the country. 

Donor interest still exists but growth rates in annual funding have been declining. This reflects changing donor priorities.

Bilateral funding continues to shrink in real terms due to changing donor priorities.

There has been a steady inflow of bilateral funding into biodiversity related issues during the last few years. This has been attributed to the good will that exists between the government and the donor community.

There has been a general decrease in bilateral donor financing in nominal terms. 


	There is some private sector support for biodiversity management although the level of funding is still low.

Private sector support has been accessed through social corporate responsibility programmes. Funds available are limited they the small size of the economy and vary with the prevailing economic climate & the personalities involved.

Not provided.

Not given.

Some private sector companies are supporting targeted aspects of biodiversity management.

The private sector has been funding environmental activities as part of its social corporate responsibility and image building effort. An example of such projects is the Ned Bank “Go Green Fund”. The Fund is capitalized by bank contributions for each product sold in the Go Green suite, innovative home options and vehicle finance options.

A number of private companies are playing a key role in funding and/or implementing biodiversity related projects.

Not given.

The private sector has been funding biodiversity initiatives as part of its social corporate responsibility. However, the level of financing has been low.

The private sector has been supporting targeted activities as part of its social corporate responsibility. However, the level of support has remained relatively low.


Annex 3: Existing innovative financing mechanisms for biodiversity conservation in SADC Member States (Source: SADC National Governments. 2006).

	Country
	Paying user charges/fees for biodiversity goods and services 
	Adopting the polluter pays principle
	Forging public and private sector partnerships 
	Establishing environmental funds

	Angola

Botswana

Lesotho

Malawi

Mozambique

Namibia

South Africa

Swaziland

Zambia

Zimbabwe
	i) User fees are charged on a number of goods and services such as the collection of wild fruits, entry into parks, timber harvesting, fishing and hunting.

Not given.

i) User fees are payments made in exchange for a good or service rendered. They are designed to cover the regulatory agency’s costs for: permitting the operation of a facility (administration fees); conducting inspections to identify violations and ensure compliance; and managing the biological resource for users.

i) Government charges user fees for various biodiversity goods and services. They include entry fees into national parks, concession fees, charges on accommodation and bio prospecting fees. However, the charges are very low and do not take into account the economic value and nature of the resource.

ii) Proceeds from user fees are not ploughed back into biodiversity conservation activities to allow for the growth and sustainability of the resource.

iii) Government departments have little incentive to collect and maximize on user charges. This is because the funds go to national Treasury and not to the source departments for biodiversity conservation purposes.

i) User fees are being charged on a number of biodiversity goods and services.

i) Government derives revenues from park user fees; license allocations for fisheries, wildlife and other natural resource use activities; concession fees; excursion fees; etc. However, the revenue generally goes to Central Treasury and not to government agencies that generate it. It is only recently that the Ministry of Environment and Tourism (MET) was allowed to retain 25% of park user fees for biodiversity maintenance and conservation.

ii) User charges for various biodiversity goods and services are very low and do not reflect economic rates. This is partly because government institutions that generate them have no incentive to charge higher rates since they do not retain the revenues.

i) It is a legal requirement that users of biological resources in South Africa (e.g. plants and game) must first obtain a permit (this costs a certain fee) for use of the resources. This also applies to visits to conservation areas or parks. For example, a visitor pays an entrance fee, a portion of which goes to the state in the form of tax, levies or royalties and income in the case of State-owned parks. However, there is need for clear guidance on how such revenue should be used for biodiversity conservation purposes.

ii) Some good information is available on formal commercial industries that are based on biological resources (e.g. hunting, game farming, eco-tourism and organized forest timber, wildflower and fern harvesting) because they are regulated and managed through permit and licensing systems. Such trade is largely regulated through the Provincial conservation agencies.

i) User fees are charged on a number of services such as entry into national parks. However, the charges are still very low.

i) User fees are charged to various categories of users and for different biological resources.

ii) They are charged for park entry, admission to Museums, the Victoria Falls and other special attractions. They are also charged on concessionaires involved in photographic and hunting safaris; tourist facility developments such as accommodation in national parks or scenic areas. However, the potential of user fees in raising sufficient funds depends on charging economic rates and the availability of resources whose use is in demand.

iii) Concession fees are being collected from concessionaires in the forest and wildlife sectors for logging and tourism development respectively.

iv) With the exception of the wildlife sector, existing legislation does not provide for the retention or channeling of income generated from user fees for biodiversity conservation. 

i) Government has deliberately introduced and adjusted policies and legislation that transform its departments responsible for biodiversity issues into semi-autonomous institutions that generate and retain revenue from their operations and plough it back into biodiversity conservation. This has been done with the Zimbabwe Forestry Commission (ZFC) and the Parks and Wildlife Authority (PWA).

ii) The ZFC adopted two approaches namely establishing a forestry company and commercializing of some of its services. The forestry company manages, harvests, processes and markets exotic timber on the Commission’s estate. The latter it receives a dividend.  The ZFC also directly manages a number of biodiversity related ventures on a commercial basis and retains the revenue for biodiversity conservation and sustainable use. The two approaches have augmented government grants and enabled the ZFC to effectively perform it functions as the State forest authority. In fact, it recorded an excess over expenditure in 2002 & 2003.

iii) In 2001, the PWA has commercialized some of its operations. They include: the granting concessions on a commercial basis; charging market related user fees; & managing eco-tourism facilities. Although PWA has not received any financial support from government over the last 4 years, its revenue has increased steadily in nominal terms. For example, the Authority generated 75% of its annual budget requirement in 2005. 
	i) The Baseline Law on the Environment (LBA) sets out the basic concepts and principles of environment protection, preservation and conservation, promotion of quality of life and the rational use of natural resources. 

ii) The LBA holds accountable those who cause damage or harm to the environment through the polluter pays principle (PPP) in the form of environmental fines.

i) The government has, in principle, adopted the polluter pays principle (PPP). The principle is, however, not yet operational due to the absence of a legal and institutional framework to underpin it. Implementing PPP requires a comprehensive legal framework and institutional structure that includes enforcement and management mechanisms for the funds.

ii) Botswana has produced a draft National Environmental Management Bill. It has provisions for applying the PPP.

iii) A good example of PPP is the Tshole Trust. The Trust generates funds for environmentally friendly waste oil disposal through a levy charged on every litre of oil imported by member oil importing companies. The funds are used for public education, administration costs and putting up infrastructure for collecting used oil. This makes importers bear responsibility for cleaning up the environment. Members are invoiced on the basis of information on oil quantities imported into the country obtained from the Department of Energy Affairs.  

i) The Environment Act of 2001 is comprehensive in scope and tries to cover all aspects related to environmental management. It explicitly embraces the polluter pays principle (PPP). The principle states that costs of environmental abuse or impairment should be borne by the polluter.

ii) The PPP is about taxing those activities that result in pollution both to discourage such behavior and also to generate revenue for the maintenance of the environment.

iii) Compliance and enforcement of environmental standards and legislation has always been a problem despite the availability of suitable legal and policy frameworks due to lack of resources to establish institutions and necessary facilities to monitor pollution and collect revenue from offenders.

iii) Given that the economy of Lesotho is largely service based with (very few industries) there is limited scope for introducing specialized taxes to generate revenue that could be specifically dedicated to environmental management. 

iv) Concerted public awareness and education campaigns to sensitize people about causes of biodiversity loss will go a long way to reduce costs of compliance and enforcement, as the public would be knowledgeable enough to act in an environmentally friendly way.

iv) Multi-skilling is needed to reduce costs related to compliance and enforcement measures. This can be achieved by offering hands-on training designed to develop basic skills in a number of specialized areas.

i) As provided for in various pieces of legislation, low fines are imposed on offenders. In their current form, the fines do not meet their potential as revenue sources and do not deter would be offenders. To facilitate regular revisions of penalties, it is necessary that they are prescribed in “Regulations” rather than be made an integral part of an Act of Parliament. The latter does not permit frequent revisions.

ii) The Environmental Management Act (EMA) of 1996 makes provisions for the protection and management of the environment and sustainable utilization of natural resources. The Act provides that “Any person who discharges or emits any pollutant into the environment may be required to clean up, remove or dispose of the pollutant.

iii) EMA provides for a fee for monitoring, cleaning up, removing or disposing of pollutants discharged or emitted into the environment.

iv) There is inadequate capacity to monitor and collect revenue from offenders.

i) The Polluter Pays Principle has been built into appropriate legislation.

i) Environmental taxes are driven by the polluter pays principle (PPP). It requires individuals causing environmental damage to meet full costs of their actions in terms of contributing to costs of activities that ameliorate or prevent biodiversity damage in proportion to their impacts on biodiversity.

ii) Effluent/emissions pollution in Namibia is highly localized. Consequently, pollution charges could be targeted at specific cases where serious pollution may occur.

iii) Although MET has expressed the need to introduce environmental taxes, little progress has been made to date. Significant groundwork needs to be done in terms of viability, design and institutional capacity to implement the PPP. 

iv) Namibia has produced an Environmental Management Bill. The Bill is now ready for tabling before Parliament. 

i) South Africa is moving towards adopting a principle that will ensure that polluters are brought to book and are fully accountable for their actions. Most of the necessary Acts and regulations have already been promulgated.

ii) The Acts make explicit provision for the conservation and sustainable use of natural resources. They include the National Environment Management Act (NEMA) of 1998 and the National Environmental Management Biodiversity Act of 2004. 

iii) NEMA explicitly pronounces that the costs of remedying pollution, environmental degradation and consequent adverse health effects must be paid for by those responsible for harming the environment. 

iv) A major constraint with implementing the PPP is that of insufficient resources to continuously monitor the extent of pollution and penalize polluters in accordance with the environmental damage they have caused. 

i) Swaziland has enacted a number of biodiversity related legislation that include the Environmental Management Act (EMA). 

ii) Pollution is among the factors that cause biodiversity resource degradation. Companies responsible for such damage will be charged a fee to finance corrective measures.

i) The polluter pays principle (PPP) applies to situations where industries causing pollution or contamination are obliged to pay for their damage to the environment either through directly funding clean up work or through taxation.

ii) The Environmental Council of Zambia (ECZ) is a quasi government institution that partly generates its revenue by administering the PPP. It charges polluters for the following:

· Generation and illegal transportation of waste;

· Lack of proper waste management system;

· Generation and storage of hazardous waste; 

· Spillage of oil; and,

· Discharge of effluents without a license.

iii) Inadequate human capacity is a major constraint in implementing the PPP.

iv) Zambia is in the process of developing the Environmental Management Act. The Act will have provision for the PPP. 

i) Government recently transformed its department responsible for regulating natural resources into a semi-autonomous institution, the Environmental Management Agency (EMA) through the Environmental Management Act (EMA) of 2002. 

ii) EMA will regulate the environment sector using funds generated from a range of sources including the Polluter Pays Principle (PPP). 

iii) EMA has, since 2002, enabled government to collect carbon tax from all consumers of fossil fuels. All foreign registered cars also pay a transit carbon tax at the port of entry. Funds generated through this tax go directly to Treasury at the moment. Mechanisms are being put in place to channel the funds to the Environment Fund.

iv) The carbon tax is one of the many taxes, levies & fees to be introduced through EMA to leverage financial resources for an Environment Fund. 
	i) No good examples of public-private sector partnerships currently exist as the country is in a transition from a centralized to a market economy. However, opportunities for such partnerships are being actively explored.

i) The Environmental key note paper for NDP 9 cautions that public-private sector funding mechanisms for CBNRM need a clear conservation objective and will operate well when they tap into “new money” (e.g. royalties, taxes, fees and (endowments) rather than competing with existing funding sources. 

ii) Many CBNRM initiatives in the country have generally been unsuccessful largely due to their limited benefit generation capacity for the participating communities. The successful ones have been those located in areas of tourism interest and entered into fairly conventional joint venture partnerships with private tour operators.

i) CBNRM is primarily viewed as a conservation approach that uses economic incentives to encourage communities to conserve their environment. It is based on the premise that if the resource is available and can provide cash benefits equitably; and land holders have rights to use, benefit and manage resources; then there is a high probability of improved natural resource management. 

ii) The major weakness of CBNRM in Lesotho remains that of limited financial incentives and insufficient devolution of rights to landholders. These collectively discourage common participation and support of CBNRM in the country. 

iii) The most pressing challenge of CBNRM initiatives is to create value and benefits at both community and household levels to provide an incentive for natural resource conservation through the entire community. Unless other user groups can be shown the financial value of their natural resources, they will have no incentive to participate in CBNRM.

iv) Lesotho has a limited range of natural resources that are of sufficient value to justify the transaction costs of institutions and organizations needed for common management. There is therefore need to increase benefits that accrue to households by developing markets on trade in economically important plants in the country through public-private sector partnerships.

i) The Department of National Parks and Wildlife recently adopted a policy of involving local communities surrounding protected areas in collaborative management in order to establish mutual benefits through eco-tourism. In this regard, partnerships have been established between tour operators, parks authorities and local communities.

ii) The capacity to generate adequate funding for biodiversity conservation in the country has been very limited.

i) A number of public-private sector partnerships exist but were not explicitly elaborated upon.

i) Since their inception, CBNRM initiatives in Namibia have focused heavily on environmental and resource management issues rather than tourism development. This has undermined the creation of sustainable community based tourism enterprises. Such enterprises, once viable and sustainable financially, can move away from development partner funding to raising funds from the market.

i) There is an emergence of public-private sector partnerships in which private companies; NGOs and/or CBOs are beginning to commercialize the use of biodiversity resources and knowledge within the context of CBNRM. This is expected to be an important source of funding for biodiversity conservation and its sustainable use in future.

i) Swaziland views nature based tourism as offering the best prospect for significant, sustainable biodiversity-friendly economic growth in many of its remaining natural resource areas.

ii) The Swazi Secrets project harvests Marula fruits (in the wild) for processing into a variety of products in a modern manufacturing factory. The project demonstrates how biodiversity conservation can be enhanced by economic incentives. 

i) The Zambia Wildlife Act makes specific provisions to facilitate the participation of local communities in wildlife management. It provides for the establishment of Community Resource Boards (CRBs) along geographic boundaries contiguous to chiefdoms in any game management area or an open area.

ii) Wildlife earns ZAWA most of its revenue through the sale of licenses, certificates and permits.

iii) In return for managing wildlife, communities receive a share of revenue generated from the utilization of wildlife in their respective areas.

iv) ZAWA guidelines advise CRBs to allocate 45% of community revenues to conservation, 35% to socio-economic development (e.g. schools, health centers & feeder roads) & 20% to administration.

i) Some NGOs, in partnership with the private sector, have helped local communities to commercialize biological resources and establish community-based enterprises. Returns from such initiatives have provided communities with incentives to sustainably manage their natural resources. ii) The Communal Areas Management Programme for Indigenous Resources (CAMPFIRE) was introduced for the long-term development, management and sustainable utilization of natural resources in Zimbabwe’s communal areas. It was initiated after the amendment of the Parks and Wildlife Act that granted Appropriate Authority to Rural District Councils (RDCs) to enable communities to manage and benefit from the sustainable utilization of wildlife. This policy recognizes that landowners, including rural communities, are better placed to manage wildlife on their land. The RDC, as the appropriate authority, leases to the private sector sport hunting and tourism rights for the use of wildlife in its area of jurisdiction. It also receives and receipts all payments from safari operations.  In terms of the sharing of benefits. New  guidelines for sharing benefits among the various stakeholders have been put in place. 

iii) The Makoni tea (Fadogia ancyalantha) CBNRM initiative presents an example of value addition to biological resources through public-private sector partnerships.


	i) The LBA provides for the establishment of an Environment Fund. However, the Fund is not yet in place.

i) Government set up a number of environmental funds that can be accessed by NGOs and Community Based Organizations (CBOs). The Funds are elaborated below: 

a) The Community Conservation Fund provides financial support to CBOs involved in CBNRM for a variety of activities that are both revenue and non-revenue generating. The utilization of the Fund has been very low largely because some of the project proposals do not meet set criteria and there is a general lack of awareness on the existence of the Fund.

b) The Community Trust Fund is intended to benefit communities living near elephant zones. The money is raised from the sale of ivory by government.

iv) An Environmental Enhancement Fund will be established during National Development Plan (NDP) 9. It will support NGOs, CBOs and individuals adjudged to have made positive contributions to the protection of the environment and its natural resources.

v) The Environmental Management Bill has provision for an Environment Fund.

i) A National Environment Fund will be established under the Environment Act. It will be financed from taxes, user charges and penalties for offences against the provisions of the Act. 

ii) A Council Fund is proposed under the Local Government Act of 1997 (as amended in 2004). It will be funded from taxes, fines, penalties that are provided for under the Act. The Fund will be for the Council’s ‘General financial purposes’. The Act does not provide any obligation for the use of revenue from the natural resources.

i) Malawi has the following major endowment funds in the environment sector:

a) The Mulanje Mountain Conservation Trust that is supporting forest co-management, livelihoods & biodiversity research and monitoring activities on Mt Mulanje. Although the Trust received and capitalized off shore some $5.45 million from GEF in 2005, it is still under capitalized. 

b) The Malawi Environmental Endowment Fund is providing funding for environmental activities using locally mobilized financial resources. However, its capital outlay is still limited.

ii) An Environment Fund was established under EMA and approved by Cabinet in 2003. It will finance some environment and natural resources sector activities at district and national levels.

i) The National Environment Fund was established through an Act of Parliament.

i) Namibia has established a number of statutory environment funds that include the following:

a) The Game Products Trust Fund was created in support of the conservation and management of wildlife resources and rural development. On a case-by-case basis, government approves that proceeds of game product sales, live animal auctions, live game export levies, hunting concessions, etc, to be deposited into the Fund. 

b) The Environmental Investment Fund is aimed at enhancing the country’s environmental and wildlife protection efforts. It will grant loans and bursaries to approved community based environmental projects, non-governmental agencies and organizations and individuals. However, the Fund is not yet operational.

ii) The Environmental Management Bill has provision for an Environment Fund.

i) A Biodiversity Fund is provided for under the Biodiversity Act of 2004. The Fund will be capitalized by funds from benefit sharing agreements and material transfer agreements and those monies that are due to stakeholders. Although the Act does not clearly state what these monies should be used for, this Fund may represent one option for the funding of biodiversity conservation and sustainable use initiatives.

i) An Environmental Fund will be established under the Environmental Management Act (EMA) of 2002. The Fund will, among other things, finance biodiversity conservation and sustainable use. It will source its fees from government; donations; gifts; subscriptions; international, regional, bilateral and local funds; interest on loans and investments done by the Fund as well as fines, penalties or costs imposed by EMA.

i) Zambia is in the process of setting up two Environment Funds as elaborated below:

a)The Environment Conservation Fund whose objective is to provide small grants to local NGOs and CBOs for projects & research aimed at conserving biodiversity and using natural resources sustainably. Finances have yet to be mobilized for the Fund.

 b) The Environment      Protection Fund is proposed for rehabilitation works once mines are closed. It will ensure that environmental impacts of mining on biodiversity are addressed once mining activities are terminated.

ii) A key challenge is how to resource the above Funds as well as creating legal & institutional frameworks that make the Funds operational.

iii) The Environmental Management Act, currently under development, has provision for establishing an Environment Fund.

i) An Environment Fund will be established under the Environmental Management Act of 2002. It will be financed from environmental levies, taxes & fees. The objectives of the Fund are to standardize environmental services & maintain high quality standards in the provision of such services; to make grants to local authorities for purposes of assisting needy persons obtain access to natural resources without affecting the environment; to finance extension of environmental management services; to contribute towards R&D; to rehabilitate degraded environments &clean up polluted areas; and to promote public awareness of environmental issues.




Annex 4: References

Bayon, R. 1999. Financing biodiversity conservation. In: Mobilizing funding for biodiversity conservation: A user-friendly training guide. IUCN-The World Conservation Union.

Cumming, D. 2004. Performance of Parks in a country of change. Parks in transition: Biodiversity, rural development and the bottom line. Earthscan, United Kingdom.

Government of Angola. 2006. Good practices in the innovative funding of sustainable conservation and use of biodiversity. Paper prepared for the Department of Natural Resources.

Government of Botswana. 2006. Innovative funding mechanisms for biodiversity conservation and sustainable use in Botswana. Paper prepared by Ecosurv Environmental Consultants for the Department of Environmental Affairs. May 2006.

Government of Lesotho. 2006. “Best practice” in innovative financing for biodiversity conservation and sustainable use in Lesotho. Paper prepared for the Ministry of Tourism, Environment and Culture.

Government of Malawi. 2006. Innovative financing mechanisms for biodiversity conservation and sustainable use in Malawi. Paper prepared by S.S. Chiotha, E.Y. Sambo and D. Kafumbata for the Environmental Affairs Department. August 2006.

Government of Mozambique. 2006. Innovative funding mechanisms for biodiversity conservation in Mozambique. Paper prepared by M. Muthemba for the National Directorate for Environmental Affairs. December 2006. 

Government of Namibia. 2006. The identification and quantification of “best practice” in innovative financing for biodiversity conservation and sustainable use in Namibia. Paper prepared by M. N. Humavindu and J. I. Barnes for the Directorate of Environmental Affairs. July 2006.

Government of South Africa. 2006. Innovative funding mechanisms for biodiversity conservation and sustainable use in South Africa. Paper prepared by ZC Africa Consulting for the South African National Biodiversity Institute. March 2006.

Government of Swaziland. 2006. Innovative financing for biodiversity conservation and sustainable use. Paper prepared by the Africa Management Development Institute for the Swaziland Environment Authority.

Government of Zambia. 2006. Best practice in innovative financing for biodiversity conservation and sustainable use. Paper prepared by E. Hachileka for the Ministry of Tourism, Environment and Natural Resources. August 2006.

Government of Zimbabwe. 2006. Best practice in innovative financing for biodiversity conservation and sustainable use in Zimbabwe. Paper prepared by the Institute of Environmental Studies, University of Zimbabwe for the Ministry of Environment and Tourism.

Lindberg, K. 2001. Financial aspects of tourism in protected areas. Available online (www.ecotourism.org/retiesself.html).

Mcneely, J. A., 1999. Achieving financial sustainability in biodiversity conservation programmes. In: Mobilizing funding for biodiversity conservation: A user-friendly training guide. IUCN-The World Conservation Union.

Pearce, D., E. Ozdemiroglu and S. Dobson. 1997. Replicating innovative national financial mechanisms for sustainable development. In: Finance for sustainable development: The road ahead. New York. United Nations DPCSD. Projects Unit Discussion Paper. Washington DC. International Finance Corporation.

SADC, 2006. SADC Regional Biodiversity Strategy. SADC Secretariat. Gaborone, Botswana.

Verweij, P. 2002. Innovative financing mechanisms for conservation and sustainable management of tropical forests: issues and perspectives. Discussion paper for International Seminar on “Forest valuation and innovative financing mechanisms for conservation and sustainable management of tropical forests”. Tropenbos International. The Hague

PAGE  
3

