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That is, in CBD terms
EHS

1. COP10 DX/2.Strategic Plan for Biodiversity 2011-2020

— Strategic Goal A Agdres_s the underlying causes of biodiversity loss by mainstreaming biodiversity
across government and society

— Target 3:. By 202P, at the Jatest, incentives %_ncludgl subsidies, harmful to _
bio |v_er51lgx are eliminate Q, aSed out or _refarme order to m{nimize or, é|1v0|d
eogétlve Impacts anF ositi %lnceptl(\!es for the conservation an sushan}]lab e use of
iodiversity are develo an _apg ied, consistent and in harmany with the _
onvention and other relevant international obligations, taking into account national
socio economic conditions.

. COP 1.1 DXI/4.Review of imple tation of the strategy for resource
’ mo%i]izat?c()r/l, inclule\rllg the IgzstranoelllnsIénlment 01; targets gy

g) I\élindful othe_gotentiaI of Aichi BH)cfjv_ersit Target 3 to nlglobi ize rﬁsources for
lodiversity, decides_to copsider maq altleﬁ% dm estone% or the fu _ _
operationalization of this Target at its twelfth meeting, with a view to their adoption;

3. COP 11 DXI/30 Incentive measures ...

— 4) COP mwhed arties, other Governments and releyant international organizations to
subimt to the Executive ecrf:_taéy in qrmatlon on % stacles encountered in. _
IWaP ementlrlliglq oP]glorBS_ identitied for eliminating, phasing out or reforming incentives
that are har or biodiversity

12) COP requested the Executive Secretary, supporting progress Aichi Targets 2, 3, 4

and to mobllizing resou or pbiodiversity, tq compile the submissions received
oursuant to paragraph : , make them available ... prepare a synthesis report.on
es encountered in implementjn OPtH‘nS ,odeg itie OF eliminatjn a%m?h

mful for bi n by the

D d
out O&arming incentives that odiversity for consi elga’to
!_;;:\’r.'\ \*‘Q\‘ SR J prior to the 86eP y
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That is, in CBD terms
BFM/IFM

1. COP 9 Decision IX/11 Review of implementation of Articles 20 and 21

Goal 4: Explore r}rew nd innovative finanﬁial m%chanisms fat alléevels with a view to
Incréasing tunding to support the three objectives of the Convention

4.1. To promote, where licable, schemes for payment for ecosyst services, consistent and in
Icw)al?mony Wlth t?]e égﬁventlon ancFot%er reI%vgnt ﬂlternatclong?onillgatlons.

4.2. Tq consider biodi ersit¥18ffset mechanisms where relevfa\lg,t adnd ag_?ropriate while ensuring that
they are not used to uhdermine unique components of biodiversity.

4.3. To explore o rtunities presented by environmental fiscal reforms including innovative
taxaﬁon mop e?s and f?scg[ mcentweglf%r achieving the t%ree objectives ocPtI?e I&%nventlon.

4.4 To explore.opportunities, presented b Qomjsing jnnovative financial mechanisms such as
marEets foPBreen proélupcts, USIHEXSELIOC,IVGPSIty partnerships and new Forms oF cﬁarlty.

4.5. To inte (rja_te biolo%ical diversity and its asso iélt&d ecoszste_ services, in the deveIoBment of
?g\r/lvsgrva'éponnmc/gtsltse sources of international development finance, taking into account

4.6 Tg enco ra?e the Parties, to United N tiogs Framew?lrk Conventjion on C'_limgte Chan%e and itsf
?c<l %tgte rcchgﬁgeto take into account biodiversity when developing any funding mechanisms for

2. COP1.] DX1/4, REViSIY\r/l_c(J)ftPi\rglgls,@cg]oelps aFri]%rrlltogfthe strategy for resource

mobilization, inclu targets
— 19. Recognizing that the Convention"s stra]ter:ﬁ;g or resource Pbl| zation calls for the
oration of new and innovatjve financia C émlsngls at al s els with, a view to
a 1 fun Hﬂ to su or%t e Convention and its Strategic Plan for Biodiversity
_ ,an some of those mechanlsmscfa\re alrea _elnﬁ aﬁp led, an
MegLdecision . re tgratest at any neV\f_an mnovatlhe inanci rﬁ'leﬁh nisms
g : a0t o0 and do not replace the financial mechanism established under

pRvention




- e S .,
Knowledge background: EHS reform

The issue, inside the wider Environmental Fiscal
Reform sphere, is complex and with a broad
background research, e.g.

1. OECD: 2006, The Political Economy of
Environmentally Related Taxes; 2010,
Paying for Biodiversi’%y: Enhancing the
Cost-Effectiveness of Payments for
Ecosystem Services; 2013, Scaling-up
Finance Mechanisms for Biodiversity

2. IEEP: 2012, Study supporting the phasing
out of environmentally harmful subsidies

ious in the EU context!
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using the EU example (IEEP, 201 2)

One pos;JbIe deflgltlon: ‘a result of a government action
thg[ confers an a vanzﬁ e on consumgers or producers, |n
or aer,to suppfement théir income or lower their costs, but

01/C7g so, discriminates against sound environmenta
PractiCes [iEep 2007, Adapted from OECD 1998, 2005]

EHM have different shape and forms ...

° nirect_traaners of fu nds, (e.g. coal iniag subs., Iimitei_i_liability for oil spills),
Provision of goo‘c’ls or setvicés including specific . .
INTrastruCture (e.g. road servicing a single mine or factory); PrQvision of

general INnTrastructure (e.g. a highway); Income or price SUH#}%ﬁt(e.g.

price premiums.for electricity from waste incineration), oreng(j)n over
revenues from tax credlts, exemptions a ree tes (e.g. from

excise, duty for fuels, favourablf tax treatment of company cars); Frererentia i
ator}/nsupport echanisms and seIEctlve
overnment standards (e.g. feed-in tariffs); Lack

market access, regu
e $n‘|||pt|0ns rom
X Ull COST_PIICING (e.g. incomplete coverage of drinking water costs),

. sence ot resource pI’ICInﬁ (F% absence of charges on rock extraction),
,,‘ ' ter_nallgﬁtlon of ‘externalities (e.g. damage to ecosystems from

\\\ redging).

Qg an
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using the EU example (IEEP, 201 2)

.. ACross sectors .

° ég ricultur I|m chan er isheries, Food,
restry, Materials rans ort aste, Water
.. ahd can be

d inc fransrers p d to producers consumers an

ar ra nr~||nc

. On buc,ﬁ t: su sidies that agipear on national balance sheeta

ULII\_I I\_IML\_\/I NMNUUIWY

° Off—b"éfiﬂj ransfers that do nothPJ:)e r as government
tax exem gtlons cre eferrdls, rebates;
Bnorcf(et access restrictions regulatory support mechanisms,

r measures, etc.)
That is

some over/app/ng definitions
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(IEEP,

SK, Fl, SE)

rigation subsidies incv, s, IT (similar: Several MS)
trommgecich fertilisers in R (similar: NL, SL, DE, BE, LU)

There are some concerns with this particular aspect of the
idy and further attention is useful. Itis not however an
pblem suggesting a pressing need for reform.

Sector EHS case Objectives Design Social Environ. Eco. & fin.
impacts impacts impacts
Agriculture [Eligibility criteria for CAP Pillar 1 payments in UK (similar: BG, EE, SE, RO, SI)
Reduced excise fuel duty in several Ms
Unsustainable land use and soil sealing in FR (several MS including AT, BE)
Climate Nuclear energy in DE UK (similar: BE, NL, CZ, FI, FR, BG, IT, LT)
change & Hard coal mining in pL (similar: Other MS, e.g. UK, FR, LU)
energy Support for biofuels in St (similar: Several Ms)
Cogeneration in EE (similar: BE)
Fisheries Vessel modernisation in DK (similar: ES, PT, FR, IT, BE, CY, EE, PL, SE, NL, DE, Fl, BG)
Vessel scrapping in s (similar: Several MS)
Food Reduced VAT for food in Lu (similar: Most other MS except BG, DK, EE, LT, RO)
Forestry Peatland drainage in F (similar in SE, UK now reformed )
W etland conversion inFR (similar: IE)
Materials Rock extraction in MT (similar: Several MS)
Transport Commuter subsidies in AT (similar: Several MS except EL, I, IT, PT, ES and UK)
Road pricing in NL (similar: Several MS)
Company car taxation in BE, NL (similar: Several MS)
Company car taxation in UK (similar: Several MS)
Car fleet renewal schemes in DE (similar: BE-Wa, FR)
W aste W aste incineration charges in BE (Fl) (similar: NL, AT, DK, UK, IT, IE, ES -Catalan region,
FR, EE, PL, LV)
Producer responsibility for WEEE in si (similar: BG, DK, FI, FR, GR, LT, UK)
Energy from waste incineration & landfill gas incz, HU (similar Several MS, e.g. AT,
BE, BG, CY, EE, ES, FI, IE, IT, LU, NL, UK)
Energy from waste incineration & landfill gas in PT (similar Several Ms, e.g. AT, BE,
BG, CY, EE, ES, FI, IE, IT, LU, NL, UK)
Construction of waste incinerators in pL (similar: CZ and LT)
W ater Reduced VAT for drinking water in EL (Several MS except BG, DK, EE, LV, LT, HU, RO,

There are significant concerns with this

particular aspect of the subsidy and further

attention or reform

isneeded.
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possible reform options (IIEP, 2012)

EHS type

Reform option

Examples

Direct and potential transfer of
funds

Remove (e.g. by scaling down the level of support over time

to give time to adapt) or reform (e.g. by adding
conditionality / environmental filters, ...)

e.g. remove subsidies for decommissioning fishing vessels; CAP
conditionalities, technical guidance on eligibility criteria at the EU level;
require nuclear power plant operators to insure a much greater part of the
risk of a nuclear accident; issue guidelines to clarify which investments on
board fishing vessels are eligible for public aid and which are not.

Government provides goods or
services (specific infrastructure)

Leave provision to the market and/or charge for the
service

e.g. the provision of cleaning services from littering at large scale events or
the building of roads to a specific mine or farm

Government provision of general
infrastructure

Introduce payments for use of infrastructure, preferably
differentiated so as to take into account external costs

e.g. introduce charges in accordance with the Eurovignette Directive or
introduction of general road charging

Income or price support

Remove over time or reform / add conditionality

e.g. by adding environmental conditionalities such as cross compliance in
agriculture, technical measures for fisheries

Tax credits, exemptions and
rebates

Close tax loopholes, remove exemptions, add

conditionality, with due phasing for transition management
and/or compensation for social hardship

e.g. remove fuel excise tax reductions for agricultural machinery; remove
the exemption and use the additional income to improve (targeted) support
tn nonr haticahanlde © annly tha atandard \VAT rata tn wiatar ciinnling and ta
to poor households.; apply the standard VAT rate to water supplies and to
food (in general, or to the categories of food causing the most
environmental problems, i.e. meat and dairy products)

Preferential market access,
regulatory support, selective
exemptions

Remove or reconsider conditions/criteria

e.g. set FIT rates so they do not promote the burning/landfilling of waste
that could otherwise be prevented, reused, recycled or composted/treated
through anaerobic digestion; only support the use of biofuels from residues
and wastes with no harmful environmental / social impacts

Lack of full cost recovery

Move to full cost charging (with due integration of social
considerations in design) e.g. for water, waste management,
transport

e.g. introduce a fully-fledged road pricing scheme; or use congestion
charges in congested areas only; modify tariffs for irrigation water so that
they respect the principle of full cost recovery

Lack of resource pricing and
resource rent

Move to resource charging (e.g. water, materials). This
will be critical in the context of scarce

Introduce taxes and charges on rock extraction which reflect the scarcity of
the resource; due pricing for tree felling,

10
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Obstacles, problems, solutions

Obstacles
lack of political will, competitiveness and
social concerns

strength of special interests and rent-seeking
behavior

false perceptions and fear of change

lack of transparency, information and
awareness

legal, administrative and technological
constraints

culture of ‘entitlement’
lack of financial, human, technical resources

lack of mainstreaming and integration of
biodiversity issues into other sectors;

inadequate capacity to act, caused by
institutional weakness / stickiness

Challenges

strengthening social safety nets and
improving targeting mechanisms for
subsidies;

informing the public and implementing social
policy or compensatory measures in order to
ikigate negative effects on the poor of

Solutions

increased transparency;

changing the terms of the policy debate by
debunking popular misconceptions;

counterbalance the relative lobbying power of
special interest groups

recognition that a range of options is
available to meet objectives;

learning and diffusion of innovative schemes;

seizing and creating windows of opportunity
(e.?., policy reforms, legal and international
obligations);

accompanying or transitional measures;

better governance of existing and improved
subsidy design (conditionality);

packaging reforms with other measures;

“second best” options such as partial reforms
(e.g., introducing flat fee instead of a road
pricing scheme);

economic diversification;

compensation for those who are negatively
impacted by the subsidy reform or
earmarking the revenues for Burposes that
are related to those of the subsidy;

reliance on existing social assistance

11
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Knowledge background: BFM

The bibliogra h(}' referring to the six
categories’is 100 huge to be
syntnesized here

Some of these mechanisms

(e.g. PES, biodiversity “offsets” - compensations, EFR)
ave heen studied and/or in use for a
ong time

e Je.. i%nif' ant time s?ries and data a]ge
available for an overall assessment o
tikepnechanisms

12
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M NI Synth eslis (thanking Katia Karousakis for the table structure)

Local / Public (& | Direct ® @ @
National Private) : :
only a fraction if not
iImplemented
Local Public (& | Direct ® @ ®
National Private)
International
Local Private (&| Direct ® @ @
National Public)
Local Public Indirect ® ® ®
National (?)
International
Local Public & | Depends @ @ ®
National Private
International
International | Public(& | Direct or @ @) @
Private?) | Indirect thanking CRS 13
- of DAC
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In particular: PES propiems

- Working PES systems are not really market based
— publically driven and publically financed: less transaction cost © more ill-defined services ®
- Depend on institutions and the design of the payments cannot be
“de-politized” uradian et. al., 2013)
- Monetary incentives vs intrinsic motivations
- The local community role

— In the real world: no local community shared governance = no biodiversity
conservation!!

- The compensation trap

- Equity problems
— Who are the recipients

— The landless may lose out: less availability of land for renting and higher prices
— The poorer sections are little involved due to

To work PES need

— an activehinvolvement of local communities with a governance rather than government
approac

a coherence of goal and action definition with local shared knowledge and values systems
spensation related to the buyers and the providers expectations
ore ed delivering

14
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In particular: biodiversity offsets
problems

‘compensation” from an ecological point is not a solution but a damage:
the last resort of the “mitigation hierarchy

compensation needs to take place as close as possible to the area of
exploitation

“offsets’ should be avoided when talking about non-market biodiversity
compensation
compensation schemes can be a useful tool for implementing the
polluter pays principle and for avoiding net loss of biodiversity but
— could incentivize over-allocations of permits to exploit
— could not provide new financing for biodiversity
— could have adverse impacts on local peoples’ livelihoods
compensation schemes need strong public institutions and regulations
to safeguard biodiversity, ecosystem services, related social outcomes
- that is, they require

1.a complex system of regulation

2. a state that is stronger than industry

3. costly, transparent and public monitoring systems

challenging to all countries, with errors and corruption inherent in
\\ trading schemes'in both North and South!!

15
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In particular: financialisation problems

Financialisation is not in itself a policy instrument
. Green bonds can create new financial resources

— buyers are entitled a predefined interest rate and the full value of the
bond upon maturity

— how such returns can be generated from enhancement of biodiversity?

— the state may(1 need to prowde parts (all?) of the returns or set up
regulations that ensure the necessary cash flows

/. why the state could not provide the necessary resources directly???

2. what would be the consequences for the ‘collateral’ in case the expected revenue
could not be delivered???

3. what are consequences of secondary trading with these kinds of bonds???
We have to better understand ali these questions
- Derivatives and ‘securitisation’ of biodiversity offset credits and
green bonds

« The experience of the hedge capacities of derlvatlves against risks in carbon market
and elsewhere is awful and just under the eyes!

Derivatives probably are not a mean...
duced transparency/creation of financial risk
By vt tlvatlon

16
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General solution for the problems

. Avoidin% long time errors, hypocrite fig leaves

(‘biodiversity offset trading’ /nstead of liability to compensate biodiversity loss)

and WIO %V_Vays (biodiversity derivatives?) _
- Strong public institutions and regulation
- Robust legal framework
- Transparence in the processes o

» robust monitoring, reporting and verification

- But abov alll soclial and environmental
safeguards! |

—griévance mechanisms o

—local communities and stakeholder ﬁartlapatlon

—governance vs government approac

—environmental and social assessment

adards and performance indicators

.
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Back to the negotiating background

Where we are in the COP process?

—Two fundamental reference
« UNEP/CBD/WGRI/5/4/Add.1= UNEP/CBD/SBSTTA/18/11

« Modalities and milestones for the full operationalization of
Aichi biodiversity target 3, and obstacles encountered in
implementing options identified for eliminating, phasing
out or reforming incentives that are harmful for biodiversity

« UNEP/CBD/WGRI/5/INF/7

— Revised and expanded version of the discussion paper:
safeguards for scaling-up biodiversity finance and possible
guiding principles

—One draft recommendation to the COP
« UNEP/CBD/WGRI/5/L.11

— Review of implementation of the strategy for resource

TG /jzation

18
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The draft recommendation: EHM

The Ad Hoc Open-ended Working Group on
Review of Implementation of the Convention ...

”—B.Modalities and milestones for Aichi Biodiversity
Target 3

— 6. Welcomes the analysis of ...,

— 7. Takes note of the modalities described in the note
by the Executive Secretary ...;

— 8. Adopts the milestones, as contained in annex | ...;

- 9. Invites Parties to report progress in achieving these

milestones, ... through the online reporting framework on
iImplementing the Stratglg/c Plan for Biodiversity 2011 -
2020 and the Aichi Biodi

versity Targets,

19
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The draft recommendation: BMF

The Ad Hoc Open- d king G Revi f
6.4 Hes Qper-spded Morking Group on Review o

- L3NG oke of e COs SR s SHary 3 VS SRCORT R Quito,
Requests IS BXSRuIe SecIetary (0 deveion i B/ OPOSERNS" set
ofr}yractica? decisions at the (SC D'P\ygj] iri%: g

... the tollow
— Draft optiaps fc lunt, defines based on th
%%Z%’ €5 ar(la ,gopsg%'fe risks of thes& mechanisms as identified in the

— (e)Activitjes that encourage and sypport collective action, .., and non-
mmriarKer—pased cz,gproacnes rgrrn DiliZiflaq resources ... y ncraaing sucri
approacries ds mmunity-pased naturdl resource managemen y
7 alreé f?olﬁmance or co/ct manc;ﬁement or pri tected ar as, or

rougri inaigenous a ommurity conserved territories and areas,

" — [Final] targets for resource mobilization

— Mobilize a’om%Stic ﬁﬁancia/ resources fror;z all soyrces,,..., and, as
appropriate, through new and innovative financial mechanisms, ...

domestic ﬁlgancia/ esources [...[,...and, as appropriate, through

sqnovative financial mechanisms)] ...

an

20






And the “paths of sustainability”?

1. Distance from best knowledge to
real world practice
» Big
2. Distance from best knowledge to
COP parties commitments
> Veriy big
3. Distance from COP parties
commitments to the real world
blodlver5|ty needs
ather astronomical

22
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Paths of sustainability in this
context...

— putting into effect the capital of best
knowledge into the COP process

—qguidelines, or more robust commitments.

| How?
— an idea ...

N with strong and cohered EU
position on these issues at the next COP
negotiate...

Could be?

23
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Thank you !

franco.daniele@minambiente.it

Conventionon
Biological Diversity

daniel@danielfranco.orqg
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