Questionnaires Referred to
In the Synthesis Paper



Dutch questionnaire

The following economic indruments were put into place in the Netherlands in the energy
sector with the following objectives:

- A regulatory tax on lead in gasoline, aimed b phase out lead in gasoline. Revenues
from thistax are at present close to zero.

- A fuel tax over and above excise duties, that is a remainder of a historical fuels charge
to raise revenues and gpplies aso to energy intensve indudtries. Its primary objective
was to rase revenues to cover a wide range of governmentad expenditures on the
environment (monitoring environmenta quality, planning).

- A regulatory energy tax that raises the cost of find energy demand. In spite of its
name, the energy tax is fund rasng and not regulaing, granting exemptions and
preferentid low rates to energy intensive industries.

The main factors that were taken into account to design the ingruments are:
competitiveness, income didribution; possbilities for piggy backing on exiding taxes,
possibilities to define a solid, credible and enforcesble tax base, and revenue-rasng
potential. None of these criteria was ‘absolute’ (i.e. a tax might have bad scores on one
criteriaaslong asthe overall package was consdered to be paliticaly acceptable).

Despite opposgition by those who were to get to pay the tax, there has been no discusson
about what kind of instrument should be employed, when the prime objective was fund
rasng. In some cases options to introduce taxes were abandoned. Fine-tuning of taiffs
has improved environmentd effectiveness without reducing revenues substantialy.

The regulatory entities that designed the instruments are: on the one sde the
Minigries of the Environment, Economic Affars and Finance, the Minidry that has
gpecid responghilities with respect to the energy sector, and specialised government
agencies, and on the other hand, industry representatives. Proposals for greening the tax
system were prepared by the “Green Tax Commisson” that aso includes academia and
NGOs. Invarigbly, government and industry paticipated intensvely. Environmentd
NGOs often took part in the politica discussion that preceded concrete proposals.

Many difficulties were encountered during the design process. They often related to
finding an appropriate tax base that is practicable, wel targeted to capture the pollution
and polluters only, runs little danger for internationaly competing industries, and has no
ggnificant impact on income didribution. The latter sometimes has necessitated complex
recycling mechanisms. Difficulties encountered during the implementation phase were
mostly the strong opposition from the indudtry to taxes, and from driversto fud taxes.

More generally, the following circumstances hinder the introduction of price-based
ingruments. grong tradition in regulatory approaches, information asymmetry (business
knowing it has the upper hand in negotiations on standards but not on taxes); politica
vighility encouraging the adoption of quick and dirty fixes, property rights issues. Three
important drivers can overcome these barriers. 1) A strong political support for dragtic
measures is needed. Draconian regulaion must be a credible threat. 2) Earmark taxes in
the beginning, which eventudly might be turned into genuine taxes. 3) Highlight the
greater flexibility of price-based instruments compared to draconian regulations.



Chinese questionnaire

In order to reduce agricultura pollution, protect the rurd environment and incresse the
qudity of agriculturd products, the following policy package has been gpplied in the
Jangsu Province of China integrated assessment and regulation of agriculturd pollution;
edtablishment of a Pest and Disease Prevention Service, ban on the production,
marketing and application of all high toxic, high residue pesticides, investment in
research and development of pesticide based on Chinese herba medicine.

The design and application of the policy package have been done within the
following sequence: Step 1 - An integrated assessment of current agriculturd pollution,
aming to increese the policy meke’s concern about agriculturd pollution, and
emphasizing the necessty for a regulation. Step 2 - Egtablishment of a Pest and Disease
Prevention Service, an important inditution to increase the efficiency of pedicide
goplication and reduce environmenta pollution. Step 3 - Ban on the production,
marketing and application of al high toxic, high resdue pedticides. Step 4 - Invetment in
research and development of pesticide based on Chinese herba medicine.

There has been no discusson about the kind of ingrument that should be used. The
regulatory entities that dedgned the ingrument ae SEPA (Stae Environmentd
Protection Adminidration), the Minisry of Agriculture and Pedticides Factories. Only
SEPA and the Minigry of Agriculture have been charged to implement and enforce the
policy package. A shortage of coordination mechanisms among these agencies was faced.

A numbe of difficulties were encountered during the desgn and the
implementation process, including: the ban caused a reduction of benefice for the
Pedticides Factories, the Establishment of a Pest and Disease Prevention Service required
the creation of a darting fund; in the short term, it has not been possible to replace al
high toxic, high resdue pesticides by pesticides based on Chinese herbd.

Barriers faced during the implementation of the policy package include: pedticide
factories oppogtion to the ban on production, marketing and gpplication of dl high
toxic, high reddue pedicides wesknesses in inditutiond cgpacity hampering the
implementation and enforcement of the policy package and especidly the establishment
of the Pest and Disease Prevention Service.

In order to overcome the barriers in the implementation and gpplicaiion of the
ingrument, the Government has encouraged the factories of pedticides to produce
pedicide made by Chinese herbd medicine to ingead dl high toxic, high resdue
pesticides, and provides subsidy to the factories of pesticides for the ban.

Since the Pest and Disease Prevention Service experienced a failure in the past, due to a
charge set higher than what farmers could accept, the government this time provided
garting funds for its establishment. In addition, banks could provide the Service with low
interest rate loans. Consequently, the Pest and Disease Prevention Service could buy
pesticides from the Pegticides Factories a low prices and the pesticides charge standards
could be st a a level acceptable by farmers. In order to ensure cooperation between
dakeholders to achieve a more effective gpplication of the policy package, a Working
Group could be edablished between government bodies, that ams to develop
coordination mechanisms among these agencies.



Chilean questionnaire

A transferable permit system (STEP) has been developed in Chile with the objective of
resching amore cos effective reduction in emissons and effluents.

The development of this economic instrument was based on the mandate in the basic
framework lav as wdl as exiging schemes in the US. While mogt of the exiding
economic insruments were introduced before the exisence of the CONAMA, the
development of the System of Trandferable Emisson Permits has been caried out in
coordination with the CONAMA, which am is to daborae environmentd policy
indruments, and through public consultations. Hence, the case of STEP is the one tha
comes probably closest to a complete process of introduction. While no pilots or tests
were redized for the adaptation of the instrument to nationd circumstances, agpplication
was anayzed for specific cases.

The processin general terms has been the following:

- in 1994 the mandate for the eaboration of a generd law for a STEP was included in
the Basic Framework Law to the National Commission on Environment (CONAMA).

- in 1995, 1996 the CONAMA carried out a study of the potentid implications, as well
a the important technica, inditutiona, legd and economic issues regarding this
ingrument — also, a draft law was el aborated

- in 1996-1997 there were discussons in CONAMA as wdll as at the technicd leve of
the other minigtries regarding the ussfulness and feasibility of such an insrument.

- in 1998 CONAMA caried out further studies on the applicability, focusng especidly
on the trandormaion of the exiding compensaion sysem for emissons within the
metropolitan area as a feassble candidate for eaborating a more fully fledged STEP. A
first verson of the draft law was presented to the Council of Minigters.

- In 1999, 2000 CONAMA carried out discussons with the academic sector, the
parliament, NGOs and busness regarding ther perceptions of this instrument and
regarding specific comments to the draft law.

- In 2001 discussons keep on, but the law has been revised according to the
observations and it is handed in to the parliament and senate.

There has been a general lack of involvement of different actors and especidly the
Finance Minigry in the development of economic indruments. The participative and
coordination processes have to be improved urgently. A legd framework, a regulated
procedure for the introduction of economic instruments as well as for the sdection and
comparison of different insgruments should be developed. In addition, there should be
aufficient politica support to these insruments. Indeed, cultura resstance and lack of
experience are much more pronounced with economic ingruments than with traditiond
dandards. Furthermore, economic instruments often require more administrative design,
implying grester fear on behaf of the administration towards their use.



Brazilian questionnaire

Water charges for national rivers are currently being introduced in Brazl, both for
revenue generation and improvement in water quality parameters.

They have been selected and developed as follows: The executive sent a bill on the new
water nationd management sysem to the Nationa Congress in the beginning of the
nineties. After a very participative debate it was gpproved in January 1997. The new law
snce the beginning was in favor of prices because it is largely based on the European
experiences, paticulaly in France. Water charges and other river basin ingruments
(assembly, plans, etc) were introduced. Nowadays the debate is about how D implement
them. Severa dates in Brazil dso have ther own water law covering date rivers and
underground water. Some state laws were gpproved before the nationd one, but have not
been implemented yet as they seem to be waiting for the implementation of the nationd
law in order to then accommodate differences.

Due to the dud objectives of the instrument - revenue generation and improvement of the
water qudity -, pricing of the charge is facing a dilemma and Hill subject to debate today.
The ingruments are now being designed by the executive body, Nationa Water Agency
(ANA) and the policy body, the Secretariat of Water Resources, both linked to the
Minigry of the Environment.

The implementation of national criteria to guide river basn committees to apply the
charge is facing technical and political problems, because revenue and behavior
criteria are not fully understood by the leading engineers. The industrid sector is very
afrad of being the magor payer if households and the agriculture sector find ways to
exemption. Other dilemma is the level of charge to ether raise revenue or change pattern
uses agang the effects on locd economies. There are serious conflicts of jurisdiction
between ANA and SRH, date, federd government and municipa interests. Criteria to
digribute the resulting charge revenue is aso carying a greaet dendty of conflicts. This is
mainly due to the fact that different politicd parties control each of these two inditutions.
Nevertheless, both are now trying to work together pressed by the “water community”.

The water charge in Brazil seems to be following the most realistic development
process in tems of the Brazlian politicd and technicd redities. Although more
economics would be needed in the debate, redity of the use of economic indruments is
quite different. More economics would mean more objective debate and therefore less
degree of action for other political actors The only contribution from an economic
perspective is to offer integrated models of economic and hydrologic aspects to be
goplied in basns showing how pricing is affected by water avalability and qudity and
viceversa. Since engineers lack this skill they tend to overcome things like price and
demand eadticities and firm' s decisions on resource dlocation through time and space.



Philippines Questionnaire (1)

In order to generate revenues to augment the funds dlocated by the government for the
protection and conservation of the Mt. Makiling Forest Reserve (MFR), a package of
economic ingruments is being put into place. These include:

- User Charges for the forest recreation and ecotourism areas. The Universty has been
collecting entrance fees a the Makiling Botanic Gardens (MBG) for severd yearss.
However, the rates were too low and did not generate enough revenues for the operating
and maintenance cods of MBG. In 1999, the entrance and swimming fees & MBG were
increased by 100% and entrance fees were imposed to the Makiling Rainforest Park.

- User Charges for timber and non-timber forest products (NTFPS). The current rates are
deemed too low, especidly those for NTFPS such as seeds, seedlings and pam leaves. A
sudy showed that the prices of seeds and seedlings should be increased to reflect their
redl vaues. The seeds collected and seedlings raised are indigenous premium hardwood
species usudly not available in commercia nurseries.

- A watershed protection fee was st in MFR, based on data collected on the volume of
water used by sector, the cost of managing the watershed and users  willingness-to-pay.

- Aland rent is being desgned for MFR in order to reflect the costs of land use, which
are a present used by farmers to produce agricultura cropsfor free.

For each instrument, the following development process has been undertaken:
-Crestion of task forces to develop MBIs for each purpose, and of a specific task force to
study the indtitutiona aspect of MBIs.

- Resource-pricing sudies, data collection on willingness to pay (WTP), fee schedules
and resource use; review of the Master Plan for MFR.

- Consultation meetings with concerned stakeholders.

- “National Conaultation Meeting on Natural Resource Pricing in the Mt. Makiling Forest
Reserve’ with specific recommendations for each commodities.

During the design phase, discussions were held among team members and stakeholders
about what ingtruments to employ. They involved, on the one hand the University of the
Philippines - Los Bafos (UPLB), the College of Economics and Management, the
College of Public Affairs and the Resources, the Economics and Environment Center for
Studies etc; and on the other hand, for the water sector, the water didtrict, the Provincia
Environment and Naturd Resources Office, the National Power Corporation, the
Nationa Water Resources Board, industries, cooperatives etc; for forest recredtion,
vigtors, for the nonTimber Forest Products, plant buyers, nursery owners and
landscapers; and for land use, organizations and Barangay councils.

A number of difficulties were encountered during the design process. At fird, some
people whose benefits might be affected by the implementation of MBIs opposed them,
arguing that the government itsdf should pay for the management of MFR. Later, while
intending to pilot-test the watershed protection fee, the project encountered a legd
problem: UPLB’s mandate does not State that it can collect user fees for water, and the
public-good nature of water makes it impossble to prevent people from using it
Neverthdess, the Makiling Center for Mountain Ecosystems (MCME) got the support for
this project from maor water user groups such as water didricts, the Nationa Power
Corporation, private companies etc). Hence, it is about to get an Executive Order signed



by the Presdent of the Republic, dlowing UPLB to collect fees from water users around
MFR. Afterward, the project should be replicated in two other watersheds in the country.

Another mgor barrier, faced during the implementation, was the initid oppostion of
vigtors to higher entrance & swimming fees. However, it lasted a few months only. One
water district and some local government officids ressted the use of water management
fees, but most stakeholders supported it. Information campaigns are being devel oped.

With regards to inditutional capacity, the magor problem faced related to the lack of
gpecific guiddines on the use of MBIs for resource management. Although mentioned in
the Philippine Agenda 21, yet no specific policies have been developed to empower the
collection of fees from resource users. To overcome this barrier, MCME is working with
aPresdential Task Force on Water Resources Development and Management.

Results and lessons learned. Improvement in environmental efficacy was achieved
through the introduction of economic insruments for forest recrestion and tourism. In
gite of the 100% increase in fees, the number of vigtors to MBG did not vary. This is
mainly due to the fact that the old rates were very low compared with those of smilar
recregtiona activities This is dso due to the fact that an overdl policy was in place
dready, that fees are easy to collect a the entry point, that MBG and MRP have high
recregtiond and ecotourism vaues, and that aggressve marketing and media promotion
activities were conducted. Consequently, the annua incomes of MBG beginning 1999 are
much higher than before (1,670,105 P in 2000 and 579,229 P in 1998).

In order to improve the success encountered by the implemented or forthcoming
economic ingruments, the following should be done differently: work on the legd basis
should be done before designing MBIs, the government should inditutiondize the use of
MBIs as tools in naurd resources management; information and educationd campagns
should be developed; more actors should be involved in a proactive role, such as the
Nationd Economic and Deveopment Authority, the Depatment of Environment and
Natural Resources etc.



Philippines Questionnaire (2)

Forest Management Bureau, Department of Environment and Natural Resources
Visayas Avenue, Diliman, Quezon City, Philippines

Three main economic ingruments have been gpplied in the country, aming a increasang

the funds dlocated by the government to forest resources management:

- Forest charges on timber and other forest products cut in forestlands, which is 25 %
of the freight on board (FOB) market price per cubic meter;

- Government share from Industrial Forest Management Agreement based on rentd
performance bond,

- Government share from the use of forest lands for energy purposes.

The design process undertaken for the firg two indruments is the same, wherein a
formulation and issuance of a policy came firgt before a review or sudy to this effect was
done. For the third one, the sudy came firdt, followed by discussons with various energy
dakeholders, until a law through a Depatment Adminigrative Order was formulated.
The agency that designed the ingrument is the Department of Environment and Naturd
Resources. Socio-economic and environmental benefits derived, were the main factors
considered. There has been a discussion about the insrument that should be employed,
between the Depatment saff and later a technica review pand, with representatives
from government agencies and private units like the Philippine Nationd Oil Company.

As for the legal framework required for each instruments, it is the following: While
the 7161 Republic Act gave the Depatment the authority to collect forest charges,
Depatment Adminigtrative Order No. 18 was issued in 1993 to prescribe the revison of
forestry adminidrative fees. Depatment Administrative Order No. 60 was dso
promulgated in 1993 to encourage the private sector enter into a contract agreement with
the Department of Environment and Natura Resources, to manage industria forests.

No pilot was conducted for the forest charges nor the collection of government share
from Indudrid Foret Management Agreement. The sharing scheme for the use of
forestlands for energy purposes was pilot-tested in sdected areas in the country.
Problems were encountered in gathering data relative to the design process.

Barriers were encountered and more or less successfully overcome during the
implementation phase. Lack of traning for fidd daff was the man barier, which
concerned in paticular fidd implementers having difficulties to identify species and
assign appropriste grades to forest timber. This was partidly overcome by providing
them with orientation traning. Weekness that was fet in the inditutiona capacity was
related to the fact that severd provisons of the policy do not conform to the present
dtuaion. This is especidly due to the change in the leadership of the country and the
agency, and the fast turnover of daff due to promotion. In order to overcome these
barriers, the current Adminidrative Order was reviewed and amended, and intensve
monitoring was conducted in the field.

The Philippine Wood Producers Association opposed the reative high forest charges.
The implementation of sharing from Indudtriad Forest Management Agreement faced no
problem.



The implementation of the economic insrument was proper and successful, as the
increase in collection shows. In order to improve this success, the modalities of the
economic instrument could be modified Forest charges should not be based purely on
logs because the volume of materids wasted before it is converted into sawn lumber
needs to be taken into account; they should not be limited to Sx nornrtimber forest
products only. Intensve information and education should be put into place so that the
stakeholders be aware of what the Department is doing. Other actors such as the private
sector, the industry and the consumers, should be involved in the process in order to
ensure their cooperation and achieve a more effective implementation. In order to do so, a
committee could be created, which could involve the Depatment of Environment and
Natura Resources, the private sector and other government agencies like the Nationd
Economic and Development Authority and the Department of Trade and Industry.



Philippines Questionnair e (3)

National Water Resources Board
8" Floor Nationd Irrigation Administration Building, EDSA, Quezon City, Philippines

Water fees and charges have been introduced in the Philippines with the specific
objectives of generating revenue and minimizing water wastage.

Steps that were followed in the design and application of this instrument can be
summarized as follows: Consolidetion, review and vdidaion of dl water laws which
were prevaent in dmost every chapter of every water resources agencies;, Public hearing;
Drafting of policy; Presentation of draft policy; Formulation of law; Implementation.

The lega framework required for the water fees and charges is the “Water Code of the
Philippines’ (Presidentid Decree No. 1067). It embodies laws governing the ownership,
utilization, exploitation, development, conservation and protection of water resources.

The inditution which desgned the instrument, the Nationd Water Resources Board
(NWRB), is ds0 the one in charge of its implementation and enforcement. The design
process involved different water resources agencies and the public, and encountered no
particular difficulty because the proposed water fees and charges were smdl. PFilots were
fird redized in 12 regions of the country. Two agencies - the Depatment of Public
Works and Highway and the Water Didricts - assg the Board in monitoring, ingpecting
and processing the permits of water gppropriators. A modest incentive is given to Public
Works and Highway but none for Water Digtricts.

Barriers faced during the implementation of the insrument include the difficulty to
trace the origind permits, the non-payment of fees and the proliferation of illegd water
aopropriators. No general oppostion was fet snce the charge imposed was minimdl.
However, if the fees were to be increased, irrigators would certainly oppose them.

Wegkness in the inditutiond capacity was fdt with regards to two issues. The firgt one is
the monitoring of about 70,000 permits throughout the country. The Board, however, is
now saddled with problems in determining how many ae 4ill active. The second
weskness is fidd verification, as data available in the Board do not reconcile with data
provided by locd government units. Both problems are manly due to lack of human
capacity, which could be overcome by seeking assgance from loca government units
and other agencies, and developing a data base. To this am, additional funds should be
provided to the Board for the efficient implementation of its activities.

Results and lessons learned. Partid success has been achieved in the payment collection
and enforcement of water charges. Success could have been greater if information and
education campaigns had been sugained, and enough budget and personne had been
avallable. It B important to conduct a public hearing and to involve in a proactive role the
Depatment of Public Works and Highway, the Nationd Irrigation Administration and
the Waer Didricts. To this am, a Memorandum of Agreement among the actors
involved could be useful. Furthermore, personne from the Water Didrict should be
deputized by the NWRB to help achieve amore effective gpplication of the instrument.



Tanzanian Questionnaire

Development of economic indruments has been recently promoted in Tanzania by the
concern that command-and-control messures had not succeeded in mitigating
environmenta problems, and that polluters should pay for their environmental damages.
Severa economic indruments are used nowadays, which am to encourage eco-sound
practices, to rase revenue and to mitigate environmenta damage. Cost covering charges
including water treatment charges and earmarked charges, incentive taxes and fiscal
environmental taxes, am to raise revenue for environmenta conservation. Lower taxes
on eco-friendly technologies and higher taxes on environmentally damaging processes
are aso applied. Maximum rates of excise duties and import duties are applied to prevent
environmental bad goods from entering the country. Fertilizers and agrochemicals are
taxed. In sendble areas where traditiond livestock is dominant, a tax per cow is used to
discourage farmers from keeping too many cows, which are a mgor cause of soil eroson.
Fees, user charges and royalties fines regulate the use of natural resources (forest,
fisheries and water).

The design process is as follows. Economic instruments are adopted through laws and
by-laws in the case of locad governments. Recommendations come from the reevant
authorities (i.e the ministry department or the loca government); they must be submitted
to the Miniger respondble for approvd, published in the Government Gazette and
approved by the Parliament.

There is no general set of government policy or law guiding the implementation of
economic insruments. The Minigry of Finance is the centrd body, which coordinates
dl agencies involved. It is respongble for managing the economic, fiscd and policy
issues, as wdl as for formulating policies and managing the use of revenue. It works
cdosy with other Minidries and inditutions, especidly with regards to revenue
collection and monitoring for which it issues operdiond manuds, guiddines and
Financid Orders. For instance, the Forest Ordinance CAP 38 of 1957 empowers the
Ministry respongble for forest management to collect revenues in the form of forest fees,
pendties, hunting licenses and others.

Since discussions have dready been hed on which kind of instruments should be adopted
for this purposes, Town Councils now usualy quickly adopt waste collection charges to
regulate waste disposa. Dar-es Sdaam City Council dready adopted waste charges,
while the use of other indruments is gill being debated. Since the city is divided into
three municipals, pilot testing was first donein one, and replicated later in the two others.

Several barriers were encountered during the implementation of economic
instruments. Problems of coordination were a man one, especidly in the forest sector
where both the centrd and loca governments are involved. Lack of proper records of
levy/feesitaxes payers, inadequate and incompetent staff, low morae of the workforce in
charge of nontax revenue absence of efficient machinery to follow-up on defaulters,
poor internal control and lack of work facilities were aso faced.

In areas involving more than one inditution, the implementation of economic instruments
was difficult because each body purchased its own objectives. In particular, some aimed
a revenue collection while others amed a regulating the use of resources. Problems of



retention and plough back were aso faced, because in some areas the revenue collected
did not cover the environmental damages. Discussons amongst stakeholders have been a
maor way to solve these problems. In the forest sector for instance, the forest department
and regiond naturd resource officers met with locad government leaders to solve
emerging problems. Neverthdess, success was mitigated.

Results and lessons learned. Although studies are recent and need careful interpretation,
they seem to prove the use of economic indruments effective. Through the introduction
of a “pay as you use sysem’’, large usars of water now pay more tariffs than smdler
ones, and large manufacturers start recycling water.

In order to enhance environmental efficacy, policy objectives should be determined
beforehand, whereby the biggest chadlenge is to baance revenue collection and
environmentd consarvation objectives. The current inditutiond, legd and regulaory
framework should be assessed and teken into account when choosng an economic
indruments. Management of naturad resources should fal under the power of a single
inditution, and laws and regulations should be streamlined 0 as to dlow for a greater
dekeholders  participation in the desgn and use of insruments. Findly, capacity
building is required for policy makers before any atempt of implementation.



German Questionnaire

Increasing use has been made for some years now, of economic insruments in addition to
dandard adminidretive law, aming to promote environmenta protection and efficacy. In
public discusson, atention is focused primarily on provisions for taxes, duties and fees.
Thee indude multi-sectoral energy taxes (mineral oil, dectricity taxes), taxes that take
account of sector-specific environmental policy perspectives, and environmenta levies.
In addition, efforts have been made to reduce subsidies in certain sectors.

Design and implementation of each instrument generally followed the same steps:
initiation of the process by politicdans minidries and rdevant  Stakeholders,
law/ordinance drafted by the rdevant ministry, accompanied by informd discussons
with other minidtries, states and stakeholders, discussions involving the government, later
the 16 dates, other stakeholders and findly both Chambers of Parliament; adoption of the
revised law/ordinance. Indeed, he German Condtitution requires taxes to be imposed by
law and thus to be approved by the Chambers of Parliament. For other instruments,
gpecid authorization to impose regulations can be ddivered to the Federd Government.

The indrument desgn process usudly encompasses discussions between relevant
ministries, dtates and stakeholders groups (industry, trade unions, NGOs etc). Factors
conddered include environmenta and economic efficiency, income didribution, industry
compdtitiveness, enforcement and shift of revenues. In the case of regulaion for drink
packaging for ingtance, heated high-leve and working-levdl discussons were held over
years, supported by severa studies.

Implementation and monitoring of the insruments are ensured by the 16 dates in most
aeas of environmenta policy (water, ar, nature conservatiion etc). Coordination
meetings are aso regularly held between the sates and the Federal Government.

Several difficulties and barriers were encountered throughout the process. Although
difficulties vary from case to case, the most important ones faced during the design phase
were the two following: acceptance from consumers or the industry, particularly when
the implementation of an insdrument might reduce ther income and finding an adequate
cdibretion for atax or other levies.

The man barier faced during the implementation phase was public oppostion to new
taxes, from the industry and sometimes from consumers. In addition, there is a generd
lack of manpower for enforcement. Loca and regiond authorities are more used to
regulatory approaches, and lack of coherence between environmental and finance
authorities can hamper implementation and monitoring of tax-based regulations. In order
to overcome these problems, regular talks have been hdd with date officids and loca
authorities. In some cases difficulties were taken into account in the design process in
order to create solutions, which are easer to implement and to monitor.

Lessons learnt. Scientific studies and experiences from other countries could help better
understand the actud use and impacts of environmenta economic indruments. Relevant
international  organisations and scientific committees could be involved in the design and
implementation process in a proactive role.



Asxssing the codts and bendfits of the use of economic ingruments for the relevant
dekeholder groups, and making these results transparent and publicly avaladle

(including threat of more drastic regulations, ways to lower taxes etc.) could help ensure
stakeholders cooperation and achieve a more effective application of these instruments.



Argentine Questionnaire

Economic instruments have been part of public policy br over two decades, and user fees
have been pad for the extraction of some naturd resources in public domain for much
longer than that. This survey only touches upon some sorts of economic indruments for
environmentd  management that have been designed and/or implemented in the country:
charge systems, effluent charges, access fees (ITQs, access to natural areas/parks),
financial instruments, financial aid for new technology, fiscal instruments, subsidies,
financial aid for R& D and pollution taxes.

The process that was followed in the design and application of these instruments has
vaied gregtly. For older indruments a norm has been edablished that implements
market-based ingruments without much debate and/or study. More recent instruments
were founded on the need to meet interndtionad guiddines or conditiondity. The
objectives gpecified for each indrument were revenue generation, improvement in
environmental  quality, naturd resources management, establishment of access rights and
compliance with international norms. The legd framework required to desgn and
implement them was Federa laws and adhesion by provinces where necessary.

The regulatory entities that desgned the instruments were federd environment agencies,
line minidries and the Parliament, with the participaion of these bodies politicad and
technical daff as wdl as interest groups. Severd regulatory entities were in charge of the
implementation of the instruments, within a coordination process where necessary.

Problems faced during the implementation incude the following: resstance by some
agencies in the feded and sub-federa governments, lack of technicd knowledge
epecidly concerning innovative meesures, resstance to “pay” for naura resources
consdered “freg’; oppodtion by interet groups, perception tha the country is
disadvantaged on the internationa market if it is the only one using such instruments.

In order to overcome these difficulties, semi public debates, parliamentary debates and
other types of nontbinding participation programs were held. Research and training, as
well asinternational support also contributed to overcome the barriers.

Results and assessment. Although there is no one-by-one andyss on the effectiveness
of these indruments, the generd feding for many of them is tha they were not very cos-
effective nor environmentally efficient.

A mgor falure and difficulty to measure the efficacy of market-based instruments, is that
revenue collected often culminates in generd treasury funds, their use for environmenta
or sudanable development therefore not being measured. Furthermore, a generd
judgement indicates that the revenue levied is rather minima when compared to the vaue
of the resource or the environmentd damage. Thus, the efficiency of the ingrument in
broad terms is many times doubtful.

Lessons learnt. Thorough knowledge of each ingrument through the involvement of
academics, proficient basdine data (environmental, sociad and economic) and clear policy
outcome purposes conditute the minimum requirements. In order to ensure the
cooperation of other actors and achieve a more effective gpplication of the instrument, the



following should be enhanced: research on market-based instruments as applicable to the
country; traning or informationa seminars for disseminating these tools, and training of
officidsin these aress



Nigerian Questionnaire

As contained in Agenda 21, Nigeria plans to put in place economic instruments and
incentives in the management of the environment and natural resources, in order to
promote rapid economic growth and improvement in individud wedfare on a sudanable
bass. While encouraging the participation of stakeholders in the management, harvesting
and utilization of revenue aisng from the use of naura resources, the Nationd Policy
on Environment document recommends the use of savera economic instruments.

It notably suggests to use penalty taxes, fines and charges for non-compliance to
environmental standards and regulations. In order to reach appropriae pricing as well as
optima dlocation, production and consumption of natural resources, the document
promotes tax relief encouraging investment in pollution abatements. This encompasses.
grant of accelerated depreciation alowance and remova of import duty on abatement
equipment; grant of tax holiday and pioneer status to eco-sound new projects, and other
tax credit schemes. The Nationd Policy on Environment document aso recommends the
use of charges and taxes on the extraction of resources to discourage their over-
exploitation and inefficent use It requires the submisson of performance bonds to
insure industries compliance with resources extraction rules. It alows, when gppropriate,
the direct transfers of financial assistance (subsidies) in order to compensate specific
groups which may suffer additiond costs in complying with standards, and to encourage
groups improve ther environment especiadly where consarvation initiative affects ther
income. It proposes to develop a compensation framework for environmental damage as
well as insurance schemes and other risks management processes in remediaion and
retoration of damaged aeass. Findly, it encourages the payment of financial
contributions to relevant international environmental organisations.

The design of economic instruments is generdly made by the Federd Environment
Protection Agency (FEPA) which was edablished in 1989, the State Agencies and
Minigry of Environment. However, there is mog likey a wide disparity among the 36
States and the Federal Capital Authority, Abuja.

Results and lessons learned. Economic ingruments are farly new and thus ill sddom
used in Nigeria For ingtance, dthough a few sates such as Lagos State, compel some
companies to bury their wastes, they do not yet place any charges or pendties on them.
The use of economic ingruments is mainly limited to oil producing arees and few cities
of Lagos and Abuja. In most cases the objective is not to generate revenue but to protect
the environment.

No andyss is available to date on the use of economic ingtruments in Nigeria A detailed
sudy is therefore required to reved the codts, benefits and the impacts of these
indruments. Furthermore, a training workshop on economic indruments formulation,
development, implementation and assessment could be organised a the regiond leve for
researchers and policy-makers.






