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Executive Summary

· Environmental Fiscal Reforms (EFR) can be a useful tool for the second phase of the Water and Nature Initiative (WANI 2), in order to garner funds for investing in ecosystem conservation as part of water infrastructure, as well as for poverty reduction.
· They provide the means to ensure that ecosystems are counted as water infrastructure by providing incentives for sustainable water resources management and curbing pollution

· They also mobilize funds needed to improve the access of poor to safe drinking water and investing in pro-poor development.

· To make fiscal reforms for sustainable water resources management holistic and far-reaching, there is a need to not only consider water services, but also fiscal instruments for forests, land, fisheries and watershed management. 

· There is a need to ensure an enabling environment to institute EFR, which includes building government and administrative capacity, and involving all stakeholders. 

· Most importantly, they should be well-designed and should have pro-poor aspects built into them. 
· They should be a component of a comprehensive mix of regulatory and other measures and not a stand alone approach.
1. The Context for fiscal reforms
Developing countries face many challenges in raising revenues to finance public service and to manage the environment. In particular, there are major issues with sustainable water management, including providing access to safe drinking water as well as improving water infrastructure. Although many countries have developed Integrated Water Resource Management (IWRM) to overcome these challenges, often decisions are made without accounting for basin wide impacts of water/land allocation or pollution. These decisions are taken in a context of rapid population growth and economic growth, which have resulted in increased pressure on water resources. In addition, governance issues put further pressure on these resources. As a result ecosystems and the goods and services they provide for water resources are often ignored in investment decisions for water management (Emerton 2006). 
The Water and Nature Initiative (WANI) was instituted to respond to these issues. The second phase of this is WANI 2, which aims to operationalize financial and economic tools to promote the understanding that ecosystems are an important part of water infrastructure and investing in ecosystems should become crucial components of any Integrated Water Resource Management Plan. To this end WANI-2 aims to “mainstream ecosystem services into water management, planning and policies, to support sustainable use of water resources for poverty reduction, economic growth and protection of the environment”.
WANI-2 has four strategic objectives:

· Ecosystem Services & Water Security: to promote water security through demonstrating best practices in water and ecosystem management;

· Good Governance & Stakeholder Participation: to enable participation in water decision making in support of the establishment of good water governance at regional, (sub-) national and river basin level;
· Economic Development & Sustainable Financing: to support sustainable economic growth through financing of water infrastructure, institutions and management;
· Leadership & Learning: to catalyze change through building leadership and learning amongst water managers, users and decision makers.
The third objective of economic development and sustainable financing aims a) to support sustainable economic growth by providing information about economic and financial tools which can be used  to fund water and ecosystems management, and b) to ensure that these tools can be incorporated into IWRM and WANI-2 itself.
One of these tools is Environmental Fiscal Reforms (EFR). This paper highlights how EFR can be used to improve water resource management and the provision of water services. When looking at water resource management from an ecosystem perspective, the paper will also highlight the utility of EFR for land, forestry, fisheries and watershed management. To this end the paper will serve the purpose of providing information on one tool to finance investments in ecosystems for conservation and how EFR can be used for poverty reduction.
2. The challenge that EFR needs to address
As mentioned above, developing countries are increasingly facing issues related to excessive exploitation and pollution of natural resources. Even where funding is provided for specific ecosystem goods and services, decisions on the allocation of funds do not factor in the ecosystem providing that service, and consequently, inefficient use occurs. This is because ecosystems goods and services occur as non market externalities with the result that their “full price” is not paid by the users.  What this means is that ecosystem services are public goods, which are available freely and do not seem to have a market value or price. This is known as market failure. Therefore, on the one hand they do not seem to generate funds for their management and on the other funds are not invested for their conservation. Rather, other development outcomes are preferred, which seem to provide rapid short term financial returns. Because ecosystems are ignored in development planning, many are being degraded - representing a loss to human well-being as well as to the national wealth. 
Fiscal instruments are used by governments to collect revenue to finance essential public services. The revenues are collected through various taxes and are used to provide civil amenities and other services to the public, as well as to finance the governments business. However, tax collection is often difficult and tax evasion is common, with the result that the tax structures in developing countries are often narrow. While taxing the use of ecosystems goods and services can provide the finances to conserve them, using such taxes has not been common. It is very recently that developing country governments have started applying environmental taxes and/or removing environmentally detrimental subsidies (such as those on water and energy). This is done by reforming the tax structure to make it more broad-based such that it includes applying taxes on the use of ecosystem goods and services. Environmental Fiscal Reforms (EFR) are important and innovative fiscal measures that can assist governments to raise revenues, while simultaneously furthering poverty reduction and environmental goals.
3. The response that EFR can provide
The issue here is twofold. Firstly, there is a tendency for ecosystems to be under-valued by decision makers because they are not traded in the market and do not come with a price tag. Secondly, because of this under-valuation, there is under-investment in ecosystem conservation because they are not seen to be able to generate funding for their management. Economic valuation is the solution to the first issue, as it puts a monetary value on ecosystem goods and services, allowing decision makers to make informed decisions about trade-offs and investment options. The question however still remains on how to translate these values into hard cash for investment into ecosystem conservation and poverty alleviation. Where enabling governance structures exist, one solution is to use market based approaches to manage ecosystems. There are economic instruments and measures such as Payments for Environmental Services (PES) and Environmental Fiscal Reforms (EFR) among others that can address such externalities.   EFR and PES are related and sometimes overlap but in other cases their interpretation is rather different (see Box 1).  

Environmental Fiscal Reforms can play a significant role in helping to achieve WANI-2 objectives of increasing investment in water infrastructure and poverty reduction. 

EFR address the underlying reasons for natural resource degradation and pollution, by providing economic incentives to correct market failures, (World Bank 2005). Carefully designed and implemented EFR can contribute to poverty reduction by improving poor people’s access to (public) environmental services, freeing up finances for pro-poor investments and addressing environmental problems that affect the poor.
EFR measures such as taxing and pricing measures can raise local revenues, which in turn finance pro-poor environmental management. These revenues can be used to provide funding for investing in ecosystems but also to increase the access of the poor to safe water and sanitation. They are different from command and control approaches because not only do they encourage environmental conservation but also generate revenue. However, it should be emphasized that they are not intended as a substitute for them but rather as complementary approaches (World Bank 2005). 
3.1
EFR Instruments
The EFR instruments are many but they can be grouped into the following main categories:
Taxes on natural resource use
Often tax structures include perverse incentives that encourage the inefficient exploitation of natural resources because they do not reflect the full price of the resource being extracted. Tax structures can be reformed to include taxes on extractive activities such as forestry, fisheries, mining, etc. to reduce excessive over-exploitation of publicly owned natural resources. 

User charges or fees 
These are fees or charges on the use of basic services that are provided by ecosystems as amenities for human consumption. Instituting a fee on the use of services such as water and electricity would help to improve their provision and quality as well as discouraging their inefficient use. 
Subsidy reform

Often there are perverse subsidies that encourage overuse of resources. These can be reformed and/or eliminated. The funds captured can then be transferred towards ecosystem management. 
Environmentally related taxes (the polluter pays principal)
These taxes aim to make polluters of environment such as industries, vehicles, and waste generators pay for the pollution caused by their activities. The tax structure is put in place to discourage excessive pollution and degradation of the environment. 
It is also possible to discourage resource depletion and environmental pollution through more general reforms of conventional taxes, such as sales taxes (OECD 2005).

4. Environmental Fiscal Reforms and Water Management – A Framework
The non-inclusion of ecosystems also occurs in decisions pertaining to water resources and services. On the demand side, ecosystems such as forests, floodplains and coastal areas use water to provide goods and services to fill human requirements and needs. Conversely, ecosystems supply and maintain the quality and quantity of water. These two factors reflect the importance of ecosystems in water infrastructure; however they are not factored into funding or water allocation decisions (Emerton and Bos 2006). This stems from a lack of understanding and awareness of the economic returns from investments in ecosystems. As a result investments are made in other sectors with seemingly more financially beneficial uses. However, developing countries now need to focus attention on investing in water infrastructure and institutions and it is imperative that ecosystems are considered essential components of the water infrastructure Emerton and Bos 2006). 
The Water and Nature Initiative intends to promote the use of tools to assist developing countries to free up funding for better water resource management (IUCN 2008). EFR are instruments that can assist to generate the requisite financial resources by providing opportunities to levy user charges/fees or impose taxes on those activities that harm ecosystems crucial in the provision of water resource services. In particular, EFR can contribute to achieving the objectives of WANI by providing funding for various aspects of water resource management including land management, forestry management and watershed management. The revenue raised can be used to increase access of the poor to water, sanitation, and other basic services, as well as to invest in ecosystems as part of water infrastructure (see Figure 1).
Figure 1
EFR for Water Resources Management


4.1
Integrated Water Resources Management – Sectors, EFR Instruments and Examples

Integrated water resource management does not just mean provision of water services or protection of water sources, but rather it includes whole watersheds giving special consideration to those aspects that use water to provide services essential to human well-being. These include land, forests and fish. This section of the paper considers the contribution of each of these and also highlights the EFR instruments that can be applied in each case to generate revenue, which can then be invested back for their conservation.
Water services management

The provision of drinking water is perhaps the most important component of human well-being. Water is also essential for productive activities such as agriculture, fisheries and industrial activities etc. The quality and quantity of water depends on upstream water courses as well as other water supply infrastructure, management and maintenance costs. Therefore, water has dual cost components; those that deal with the capital cost of establishing the water provision system as well as the operational cost of running and maintaining the system (OECD 2005). However, more often than not water is provided to all users at prices less than the cost of the utility. This results in excessive use. Furthermore, in the absence of pollution control regulations the quality of water suffers. So when it comes to water services management, three fiscal measures can come into play: water tariffs (user charges or fees), subsidy reform for users of water such as agriculture and hydropower sectors as well as domestic consumers; and/or pollution tax (for emissions into waterways). This would encourage efficient use, ensure quality and free up funding for investing in water infrastructure (both man-made and natural). This means funding for upgrading and maintenance of pipes, water courses, treatment and institutional strengthening, as well as for conservation of upstream watersheds, rives and wetlands.  Introducing a water price however has to be done hand in hand with effective regulatory mechanisms, building administrative capacity and targeted institutional reforms. Also, there is a need to look at the political economy of water provision to ensure that the fiscal reforms instituted do not just target the poor and that compensatory mechanisms are built into the process (OECD 2005). 

Watersheds and forestry management

In addition to water provision, there is a need to manage the watershed from which the water comes.   EFR can play a role here – with fiscal instruments of EFR being raised by the government to finance watershed management, while PERS schemes focus on direct payments outside of government for watershed management (eg to water companies).   One example of EFR for watershed management is that user charges have been applied in the Honduras, where a residential consumer water bills were increased by 35 percent and the additional amount generated was used for the conservation of the El Escondido watershed (Cohen 2002).  Similarly, a user charge (an amount equivalent to 3 percent of revenues from hydropower and electricity companies) has been introduced in Colombia for forest watershed services as a means to provide resources for watershed conservation. In addition, one percent of the investment in water-related projects must also be allocated for watershed conservation. Also, between 1993 – 2002, municipalities and provinces were obliged to allocate one percent of their budget for forest and watershed conservation (Landell – Mills et al 2002).   Another example is of Brazil, where in the states of Paraná and Minas Gerais, 5 percent of the value added sales tax is provided to municipalities for forest conservation in watersheds providing drinking water (Echevarria 2002). This has generated US$ 17.5 million and US$ 5.2 million respectively and has resulted in the conservation of a million hectares of forest (May et al 2002). 
Forests are important resources as a part of watersheds and in the services they provide such as watershed preservation, regulation of the water cycle, maintaining water supplies, irrigation, flood and erosion control. They also provide a host of other goods and services such as NTFPs, and timber, which are important sources of subsistence and revenue. Because of all these aspects, forests form a very important component of watershed management. Once again however, decisions regarding forest conservation do not form a huge part of water resources management decisions. Timber, the most visible of all forest products, provides the raw material for many industries, including for export, generating significant employment and fiscal revenue in many developing countries. However, even though most forests in developing countries are under state control, the profits generated by timber extraction are mostly captured by the private sector. Governments in countries such as Brazil and Indonesia capture less than 15 percent of potential rent, while this percentage reaches around 30 percent in Gabon and Laos (OECD 2005). With such low rent capture, reinvestment into conservation is minimal. Therefore, improving forest management has to be an integral component of watershed management and IWRM. 
The types of fiscal instruments that can be used to generate revenue in forest management are forest taxes for the various components of timber extraction. These include stumpage tax on timber harvested, corporate profit or income tax, state participation in the industry, and auctions of timber concessions (OECD 2005). In addition, user charges such as hydro power revenue tax and drinking water user charge can also be applied for the use of watershed services. This charge can then be reinvested in forest conservation.   This approach has been used both in developed and developing countries (see box 3 and 4). 
Many developing countries have used a combination of these measures to generate revenue from timber extraction. In Bhutan for example, Forestry agencies are involved in decision making for hydropower and sit on the hydro companies’ board. In another example, the Government of Uganda provides incentives (payments and compensations) for water catchment protection through tree plantation and non-encroachment into protected areas.

Fisheries management 
Fish are a critical source of food and employment in developing countries. The fisheries sector also forms an important aspect for WANI in terms of both inland and coastal fisheries. Both benefit from supplies of freshwater and nutrients from watershed ecosystems. Resource management (fisheries and other natural resources) and poverty reduction can both be achieved by capturing economic rents (i.e unearned income) and investing them in watershed conservation. 
In terms of coastal commercial fisheries, access agreements between developing countries and foreign distant water fleets are of particular interest. These agreements mostly apply to coastal nations in west and southern Africa, and island nations in the Pacific and Indian Ocean, who could generate significant revenue from these resources (OECD 2005). Parts of these funds can be used to invest in ecosystem conservation upstream. In addition, quota and license fees can also be levied. Namibia for example has applied quota and license fees, which has been successful in generating funds (Nichols 2003 as seen in OECD 2005). Uganda has instituted a fisheries environmental levy (see Box 4).  Finally, returns generated from recreation fishing fees can be of particular use in upstream watershed conservation. 
Land management
Land has seen many developments in the last half century for food production (crops, livestock and aquaculture), followed by carbon sequestration (Holland 2006). Consequently, the rising food prices due to increases in food productivity as well as the use of land bio-fuels has meant that the economic returns to agriculture have also increased. This provides an interesting opportunity for WANI 2 to explore the possibilities of land taxes. Land taxes due to their regressive nature were effectively done away with in the 1980s. However, the increase in economic returns from agriculture indicates that there is a change in how land is now valued. In this case perhaps the debate of land taxes can be re-opened and the opportunity for well designed and equitable land taxes can be explored.   
In addition, land reclamation activities have also picked up pace to make room for agricultural activities. In particular, wetlands are drained to provide land for food production. Taxes on land reclamation can be imposed which could be used to conserve other wetlands and watersheds. 
5.
Lessons learned and best practices in the implementation of EFR
Just reforming tax structures to factor in ecosystems goods and services will not however automatically result in successful revenue generation. In addition to a well designed EFR based on national and local ground realities, there is a need to ensure an enabling governance structure, political will and administrative capacity to ensure effective implementation and enforcement. The response of consumers and producers to the instrument would also reflect how successful its implementation has been. In developing countries, fiscal reforms are generally perceived as new tax burdens on the populace especially the poor. Therefore, it is necessary to raise awareness and involve all stakeholders in the reform process (see Box 6). 
One of the most important considerations is that in some cases finding synergies between revenue mobilization, improved environmental management and conservation is easy to establish, while in other cases trade-offs will arise (World Bank 2005). Furthermore, according to the World Bank “Environmentally related taxes and similar price reforms are not necessarily the most effective way for governments to raise revenue, nor are they necessarily the best approach to protecting the environment. “The value of EFR lies in its ability to make a contribution to both objectives at the same time”.

Historically, developing countries have instituted fiscal reforms to fulfill economic and fiscal priorities. For example the debt crisis being faced by many developing countries in the 1980s resulted in structural adjustments, which included pricing and subsidy reform (e.g on water and energy). This also had environmental benefits although that was not the original intention of these reforms. However, there were also other risks such as price increases that affected the poor (OECD 2005). While the intention of EFR is to fulfill environment, poverty and revenue goals, many times these may be in conflict with each other. Therefore, it is necessary to keep in mind the need for compensatory measures. As such, EFR should not be looked upon as a single shot in the arm substituting other approaches, but rather should be part of a mix of measures for pro-poor fiscal and environmental management. Similarly, while practically applicable in developing countries it is beneficial to keep in mind that they cannot be applied across the board. Different measures may be suitable to different countries as well as sectors. For example as per OECD (2005):
● Taxes on natural resources, such as taxes for forests and fisheries exploitation can be used in most resource-rich, low-income countries.

● Subsidy reforms can be applied in most countries but particularly in energy producing countries, where fuel subsidies are high. 

● User charges such as those on water or energy can be applied in most countries but they must be designed to be pro-poor and must include compensatory measures. These measures are of particular value to WANI 2.  
● Pollution charges are particularly relevant for rapidly-industrialising middle-income countries where industrial pollution is a serious problem. However, to ensure that charges are collected administrative capacity must be strong.  

Another challenge is to do with using the funds that have been raised and while in some cases the revenues are best sent to the general treasury, in other cases it might be judicious to earmark the revenues for environment objectives (OECD 2005). It is also important to consider distribution challenges and for this reason it might be wise to also allocate the funds to compensate for any adverse distributional impacts that may arise. In this case dividing the funds between national, provincial and local governments may become necessary (see Box 6). This would also ensure that the reforms are supported at all level of the government. 


Conclusion and Recommendations for WANI 2
· Environmental Fiscal Reforms are of particular relevance to WANI 2, as they can address the problem of limited investment in water generating ecosystems, by generating the funds required.

· EFR should be a part of any Integrated Water Resources Management Plan. 

· EFR can be a part of water services management by generating funds through water services charges, which can then be reinvested in maintaining ecosystems.

· They can also address watershed and forest degradation through forest taxes and user charges.

· Fisheries management can also benefit from EFR through fisheries levies, which can again be used to maintain ecosystems.

· Land taxes and land reclamation taxes (in particular for wetlands) can also be levied to generate revenue for watershed conservation.

· An enabling environment and administrative capacity is necessary for successful implementation of EFR.

· There is a need to raise awareness to ensure understanding of the importance of ecosystems as part of water infrastructure and how EFR can provide the funding to conserve these ecosystems.

· Due to expected trade-offs and conflicting goals it is crucial to build in compensatory measures when designing EFRs.

· Different EFR instruments may be applicable in different countries and sectors.

· It is important to consider distribution challenges in the implementation of EFRs.
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Box 2	Watershed Management in South Korea





The Government of South Korea levies a surcharge on the downstream users of four rivers (Han, Nakdong, Geum, and Yeongsan) to prevent pollution in the water supply. The revenues are used to protect water quality upstream through Watershed Management Funds (OECD 2006). 





The Han River Watershed Management Fund has been used for many projects such as the establishment, operation and maintenance of environmental infrastructures. The Fund is operated by the Han River Management Committee, which has the Minister of Environment, Mayors, and the president of the Korea Water Resources Corporation. Since its inception, 199.4 billion won have been used for the establishment of environmental structures and 99.2 billion won for the operation and maintenance. A total of 263.4 billion won of Watershed Management Funds were also expected to be spent for water quality improvement projects as well as community support projects for the upper stream regions of Paldang reservoir. � HYPERLINK "http://eng.me.go.kr/docs/news/press_view.html?seq=140&mcode=&page=23" ��http://eng.me.go.kr/docs/news/press_view.html?seq=140&mcode=&page=23�





The Government also levies pollution charges for Geum, Nakdong and Yeongsam Rivers through the Total Pollution Load Management System. Under this system, the central government sets a pollution amount for each stretch of river based on water quality objectives. The local governments then allocate emission rights among point sources (factories, sewage, hotels etc.) (OECD 2006).





Box 4	Forestry Management in North America





The private lands of southern Ontario, Canada are among the more productive lands in the country. Forest cover loss in the area has been linked with increased risk to surface and groundwater contamination, a reduction in the ability to naturally regulate water, and a number of issues affiliated with possible climatic degradation. In order to enhance surface water quality and to protect the watershed, a number of conservation and reforestation programmes have been instituted by the Nottawasaga Valley Conservation Authority (NVCA). These include the NVCA entering into partnerships with other organizations to offer plantings at subsidized rates. Another programme is a joint partnership between the town of Tecumseth, NCVA and the Lake Simcoe Region Conservation Authority, where the town provides a cost incentive of up to 75 percent to residents who have planted trees in key riparian areas. Financial assistance is also provided to landowners who plan stream corridors and Greenlands areas in the Country of Simcoe. The Managed Forest Tax Incentive Program (MFTIP) is a voluntary program that provides lower property taxes to landowners that actively manage their forests. A landowner that is part of the MFTIP will have their forested land reassessed similar to that of farmland, and taxed at 25% of the residential tax rate.


 � HYPERLINK "http://www.nvca.on.ca/OurProgramsandServices/LandWaterStewardship/ForestryProgram/index.htm" ��http://www.nvca.on.ca/OurProgramsandServices/LandWaterStewardship/ForestryProgram/index.htm�





In the US, the Oregon Underproductive Forestland Conversion Tax Credit provides a 50 percent state income tax credit for reforestation projects. Eligible costs include materials, labor excluding self-labor, and maintenance costs.


 � HYPERLINK "http://egov.oregon.gov/ODF/PRIVATE_FORESTS/taxes.shtml" ��http://egov.oregon.gov/ODF/PRIVATE_FORESTS/taxes.shtml�


In Wisconsin forest tax laws have been instituted to encourage sustainable forestry on private lands by providing property tax incentives to landowners. A binding agreement between the state Department of Natural Resources and private landowners requires the landowners to have written sustainable management plans that must be followed, for which they are they are given the concession of lower property taxes. � HYPERLINK "http://www.dnr.state.wi.us/forestry/ftax/index.htm" ��http://www.dnr.state.wi.us/forestry/ftax/index.htm�


In Suffolk County the Peconimc Estuary Programme By the US EPA, has garnered support for the establishment of a two percent (2 percent) real estate transfer tax dedicated to conserving land and other related purposes. Real estate transfer taxes are assessments made by states or local governments on real estate transfers based on the sale price of the property and paid by the buyer of the property.  � HYPERLINK "http://www.epa.gov/watertrain/sustainablefinance/study15.htm" ��http://www.epa.gov/watertrain/sustainablefinance/study15.htm�








Box 5	Fisheries Management in East Africa


Uganda’s National Environment Act (Cap 153, 1995) empowers the National Environment Management Authority in consultation with the Minister of Finance, Planning and Economic Development to recommend; tax incentives to encourage good environmental behaviour; user fees to ensure that those who use environmental resources pay the proper value for the utilization of the resource; and tax disincentives to deter bad environmental behaviour. As part of this, Uganda has instituted a fisheries environmental levy.


The fiscal strategy for fisheries in Tanzania involves charges for vessel registration, export royalty and fish levy on the sale of fish.  Fish levy accrues to local governments, whilst export royalty and license fees for vessels greater than 11 m/20 gross registered tonnage (GRT) accrue to central government via the Fisheries Department. The amount mobilized can be used for upstream watershed conservation.


Sources: Alice Ruhweza, National Environment Management Authority-Uganda / East and Southern Africa Katoomba Group � HYPERLINK "http://www.worldecotax.org/abstracts-GTZworkshops.html" ��http://www.worldecotax.org/abstracts-GTZworkshops.html�


http://www.fao.org/docrep/007/j2760e/j2760e05.htm#bm05














Issues in water resource management





Funding


lack of sufficient finances to provide water services and invest in water infrastructure














Environment


degradation of water resources due to lack of investment in ecosystems


resource constraints in institutions


water pollution











Poverty


lack of access to services


health problems 


livelihoods














Fiscal Benefits


Revenue mobilization for water resource management


Reduced distortions in water prices


Reduced drains on public finances











Environmental Benefits


Incentives for sustainable water resource management


Incentives for curbing pollution (water and soil)


Funds for institutional development


Funds for investing in and maintaining ecosystems crucial to water resources








Box 6	Key Principles for EFR design 


taxing 'bads' rather than 'goods' 


setting the level of taxes 


allocating the proceeds between levels of government


respecting the principles of sound public finance 


matching instruments and implementation capacity 


building the capacity and credibility of environmental agencies


earmarking the spending of funds (e.g central, provincial or local government)


In terms of the 'political economy' dimension, key aspects of policy design and implementation include: 


identifying likely winners and losers and understanding the perspectives and interests of affected stakeholders 


'building in' compensatory measures 


building on public pressure 


helping firms comply with standards 


sequencing reforms and combining instruments





Source: Adapted from Environmental Fiscal Reforms for Poverty Reduction. OECD 2005





Poverty Reduction


Mobilize funding for investment in improving access of poor to safe drinking water


Mobilize funding to improve quality of water 


Improving livelihoods through better natural resource management and provision of environmental infrastructure


Investing revenues mobilized  for pro-poor expenditure on health, education and civic amenities














Box 1	PES and EFR





Both PES and EFR seek to address environmental externalities by providing financial resources for ecosystem conservation. Both if well designed can help in poverty alleviation. However, there are differences between the two. PES schemes look to transfer funding from the users of environmental services to the providers of such services. While regulatory frameworks and government support is part of PES schemes, they are usually between private parties. 





EFR on the other hand are “fiscal” reforms, which clearly indicates that they are instituted by the national government as part of the national fiscal structure. 





Box 3	Forest and Wetland Management in Developing Countries





Costa Rica has created a self-financed system of fees imposed primarily on fossil fuels that help support payments to farmers and landowners for preserving private forest land. While providing such locally valuable services as watershed protection, flood control and maintenance of scenic beauty, these protected forests preserve the country’s incomparable and priceless biodiversity and also trap vast amounts of carbon—far more than Costa Rica itself pumps into the planetary atmosphere.


� HYPERLINK "http://www.paxnatura.org/CostaRicanPESProgram.htm" ��http://www.paxnatura.org/CostaRicanPESProgram.htm�





A tourism programme was started in the Kuala Gula Wetlands, located in the northernmost region of Larut-Matang Mangrove Forest Reserve in Malaysia. The local communities understood the importance of maintaining a cleaner environment in Kuala Gula to improve their health and as a pre-requisite for enhancing the ecotourism and business potential of the area. A system of household rubbish collection, paid for by users, was initiated, and this brought about a clear improvement in cleanliness. About 80 percent of the community was willing to pay the minimal cost of € 1.30 per month per household. A community survey conducted in 2006 showed that more than 80 percent of the participants agreed that rubbish collection had improved, as had the condition of the mangroves. Many villagers also agreed that the number of waterbirds had increased.
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