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                Preface

            
            The sustainable management of ecosystems and biodiversity is vital both for economic development and human well-being. The need for more far-reaching and ambitious policies has been repeatedly called for under the Convention on Biological Diversity. More recently, the Sustainable Development Goals reiterated this imperative with dedicated goals for both marine and terrestrial ecosystems. 

            Despite some progress, current efforts are being overwhelmed by burgeoning global claims on natural goods and services to support economic activity. Yet ecosystem services provide the irreplaceable foundations for life on Earth. Biodiversity policies need to be more ambitious. Policies devised for sectors such as agriculture and fisheries have to start from the premise that their survival depends on healthy, functioning ecosystems. Policies that undermine – like environmentally harmful subsidies – must be reformed. The policy solutions needed to underwrite biodiversity are not neither novel nor particularly complex. It is their implementation that is lagging. 

            This report on The Political Economy of Biodiversity Policy Reform examines how governments have navigated the challenges of implementing reform. It highlights the types of barriers that are encountered along the way and how they can be overcome. The report brings together insights from the relevant literature on environmental policy reform and four new country case studies. The case studies examine pesticide taxes to address agricultural pollution, agricultural subsidy reform to better target biodiversity, tradable quotas to prevent collapse of fish stocks, and the establishment of conservation trust funds to provide sustainable financing for marine protected areas.

            Policies designed to promote biodiversity will always be context-dependent. Institutions, actors and motives cannot easily be generalised. But the experience of past and on-going reforms provides proof that reform is, indeed, possible. And these reforms can provide powerful lessons that can increase the prospect of success of biodiversity reforms in other countries.
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            Simon Upton

            Director, OECD Environment Directorate

        

            
                Foreword

            
            More ambitious policies for biodiversity conservation and sustainable use are necessary to stem the global decline in biodiversity. However, progress on scaling up biodiversity policies, and the reform of policies that are harmful to biodiversity, has not been as rapid or effective as needed. As countries strive to implement more ambitious and cost-effective biodiversity policies, policy makers often encounter a number of barriers. These may include concerns about potential competitiveness impacts or distributional issues, and the influence of vested interests or the political and social acceptability of reform. Greater insights are needed into how policy decisions are made, in whose interests and how reform is promoted or obstructed and why – in other words, understanding the political economy of biodiversity policy reform.

            There is today a substantial and growing body of literature on the political economy of environmental policy, in particular on climate and energy policy. Previous OECD work in this area includes The Political Economy of Environmentally Related Taxes (2006) and Fisheries Policies Reform: National Experiences (2011). Much less attention, however, has been paid to biodiversity relevant policy reform, a gap which this report contributes to addressing. This report draws on the literature on salient issues that arise in the context of environmental policy reform and highlights examples relevant to biodiversity. Four new case studies are then examined: the French tax on pesticides; agricultural subsidy reform in Switzerland; European Union payments to Mauritania and Guinea-Bissau to finance marine protected areas management via conservation trust funds; and individually transferable quotas for fisheries in Iceland. Each case study focusses on the drivers of reform, the types of obstacles encountered, key features of the policy reform, and the lessons learned from the reform experience. Insights from this report can serve as inspiration for reform efforts elsewhere, as countries seek to implement more ambitious and cost-effective policies to enhance biodiversity conservation and sustainable use. 
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                Executive summary

            
            The need for more widespread and ambitious policy instruments for biodiversity conservation and sustainable use, including the reform of incentives that are harmful to biodiversity, is widely acknowledged. Progress, however, has not been as rapid and effective as needed. Global biodiversity trends continue to decline and the OECD Environmental Outlook to 2050 projects this to continue under a business-as-usual scenario (OECD, 2012). Loss of biodiversity and associated ecosystems in turn, results in adverse and costly impacts on human health, well-being and economic growth. 

            As countries strive to implement more ambitious and cost-effective policies to enhance biodiversity conservation and sustainable use, a key question is why some policy reforms relating to biodiversity have been successful, while others have not. Though there is a growing body of literature on the political economy of environmental policy reform, much less attention has been devoted to biodiversity, or biodiversity relevant, policy reform. Taking a political economy perspective on biodiversity related policy reform i.e. the political constraints that condition the timing, speed and sequencing of reform, can shed light on this, and consequently, help to provide insight on how barriers to reform can be addressed.

            This report aims to contribute in this regard. It summarises the salient political economy issues that arise in environmental policy reform more broadly, and highlights cases where these have arisen in the context of biodiversity relevant policy reform. Four new case studies follow, highlighting insights and lessons that emerge from each experience. The case studies are: the French tax on pesticides; agricultural subsidy reform in Switzerland; European Union (EU) payments to Mauritania and Guinea-Bissau to finance marine protected areas management via conservation trust funds as part of Fisheries Partnership Agreements; and individually transferable quotas (ITQs) for fisheries in Iceland. Each of these case studies focusses on the policy context in which the reform was undertaken; the drivers of reform and the types of obstacles that have been encountered; key features of the policy reform and the impacts on various sectors; and the lessons learned from the reform experiences, including insights on how obstacles were addressed. 

            Drawing on the literature and the experiences from the case studies examined here, the insights and lessons learned on overcoming obstacles to more effective biodiversity policy reform are summarised below.

            
                	
                    Salient issues that arise in the political economy of environmental policy are competitiveness concerns, impacts on income distribution, vested interests, and the political acceptability of reform. These issues also resonate strongly in the biodiversity related policy reforms examined in this report. 

                

                	
                    Potential adverse impacts on competitiveness can act both as a driver and as a barrier to reform. In the case of Iceland, the looming threat of an economic crisis due to the impending fisheries collapse led to a rapid and sweeping reform of domestic fisheries policy. Barring an economic crisis however, stakeholders have most often used potentially adverse impacts on competitiveness as an argument for slower and more piecemeal policy reform. This is illustrated in the case of France. Revenue-recycling of the tax on pesticides was one approach that helped to mitigate these concerns. 

                

                	
                    Concerns regarding the impacts of policy reform on income distribution have also been important in the case studies on France, Switzerland, and Iceland. In Iceland, discontent with the way the initial free allocation of fisheries quotas had led to a distinct set of “winners” was an important driver of more recent policy reforms, which introduced a resource rent tax on fishery quotas to more broadly share the benefits from a common property resource. In Switzerland, transition payments were used to minimise negative impacts on farmers who would no longer receive payments per head of cattle. 

                

                	
                    Developing a robust evidence base can help to build support for policy reform. Such an evidence base has helped French authorities resist pressure from vested interests. The identification of costs and benefits of reform amongst various stakeholders and over time can help to identify possible allies in the case for reform, as well as how to better target compensational and transitional measures as illustrated in the Swiss case. Moreover, communicating evidence to the general public can enhance the political acceptability of the reform. 

                

                	
                    In addition to finding ways to design policies and build support for reform so as to reduce the (real or perceived) obstacles, the case studies presented here also point to the need to be ready to act quickly to take advantage of windows of opportunity that are often outside the influence of domestic policy-makers. This can include forming coalitions, either explicitly or behind-the-scenes, with other interest groups who may share the same desired outcomes, though their own motivations may not be driven by concerns for biodiversity or the environment more broadly. This is shown in the case of Switzerland, where economic and environmental interests aligned to support reform. 

                

                	
                    It is also important to ensure that reforms are sustained over time. Vested interests, for example, do not simply disintegrate once a policy reform has been enacted – political priorities can shift and governments can change. Similarly, when there is high turn-over of leadership or staff in key institutions, a void may be created when champions or experts move on, resulting in existing policies becoming vulnerable to back-tracking. These challenges have arisen in the case studies on the conservation trust funds in Mauritania and Guinea-Bissau and in the agricultural policy reform in Switzerland. Continuous training, awareness raising, and provision of evidence-based results can help to maintain successful reforms over time. 

                

                	
                    Finally, and similar to findings on environmental and fishery policy reform more broadly, this report re-iterates that there is no “one size fits all” approach to biodiversity relevant policy reform. Strategies to overcome barriers to biodiversity related reforms need to be tailored to the specific context, institutional and political setting of a given country. For example, while broad stakeholder engagement was an important factor in driving incremental policy reform in the French and Swiss case, the lack of broad stakeholder engagement is credited with facilitating the speed with which fisheries reforms in Iceland was undertaken, after which a series of piecemeal reforms were required to address persistent stakeholder concerns. 

                

            

        

                
Chapter 1. The political economy of biodiversity policy reform: Lessons learned

            
                This chapter draws out the main themes related to the political economy of biodiversity policy reform, derived from the analysis of the case studies in this report. It summarises the lessons learned from the case studies and provides a number of insights on overcoming obstacles to effective biodiversity policy reform.

            

            
                
                    
1.1. The need for more ambitious biodiversity policy reform

                
                The need for more widespread and ambitious policy instruments for biodiversity conservation and sustainable use, including the reform of incentives that are harmful to biodiversity, is widely acknowledged. Progress, however, has not been as rapid and effective as needed and global biodiversity trends continue to decline (Butchart et al., 2010). The OECD Environmental Outlook to 2050 projects continued declines under a business-as-usual scenario (OECD, 2012). Loss of biodiversity and ecosystems results in adverse and costly impacts on human health, well-being and economic growth. At the international level, Parties to the Convention on Biological Diversity (CBD) have committed to achieving the 2011-20 Aichi Biodiversity Targets, many of which are also echoed in the more recent Sustainable Development Goals. As the 4th Global Biodiversity Outlook emphasises,1 more concerted policy efforts are needed to attain these goals (CBD, 2014). 

                Such calls for action are not, by any means, new.2 However, Aichi Biodiversity Target 3, introduced under the Strategic Plan for Biodiversity under the CBD in 2010, contains specific language on the need to reform harmful incentives and apply positive incentives.3 This has helped to renew the political impetus for action and, in 2012, led to a call to consider modalities and milestones for its operationalisation. As countries strive to implement more ambitious and cost-effective policies to enhance the conservation and sustainable use of biodiversity, additional insights are needed as to why some biodiversity related policy reforms have made progress, while others have not.

                Insights on the barriers to biodiversity related reform and how they can be overcome can be drawn from examining the political economy of reform – i.e. how decisions are made, in whose interests and how reform is promoted or obstructed and why (OECD, 2011a). Decision text of CBD COP 12 highlights the need for this type of work by inviting Parties to submit information on practical experiences in the implementation of biodiversity related positive incentives and lessons learned in applying options for overcoming obstacles encountered in implementing policies for addressing harmful incentives (Decision XII/L.32, para 23).

                While there is a growing body of literature on the political economy of environmental policy in general (e.g. IMF, 2013; Elkins and Salmons, 2010; Sutinen, 2008; World Bank, 2008; OECD, 2006; Felder and Schleiniger, 2002), much less attention has been devoted to biodiversity related policy reforms. Similarly, while there is literature on the political economy of agricultural reform and fisheries reform (e.g., OECD, 2011b; OECD 2011c; Swinnen, 2010; De Gorter and Swinnen, 2002), both sectors that are relevant for biodiversity, these studies do not necessarily focus on the biodiversity aspects of reform. This report aims to address this gap by drawing lessons learned from several case studies on biodiversity related policy reforms.

                Some of the salient issues that arise in the political economy of environmental policy include competitiveness issues, distributional implications, vested interests, and political acceptability. These issues are also relevant for the four biodiversity relevant policy reforms examined in this report. The case studies examined are: the French tax on pesticides; the reform of agricultural support in Switzerland; European Union (EU) payments to Mauritania and Guinea-Bissau to finance marine protected areas via conservation trust funds as part of Fisheries Partnership Agreements; and individually transferable quotas (ITQs) and the resource rent tax for fisheries in Iceland. 

            
            
                
                    
1.2. Insights on overcoming obstacles to effective biodiversity policy reform

                
                The case studies provide a number of insights on overcoming obstacles to effective biodiversity related reforms. While the policy and institutional settings, actors and motives driving reforms combine in unique ways in each context, learning from the experience of past and on-going reforms can help to illuminate wider lessons that can increase the prospect of success of biodiversity related reforms in other countries. This section draws out the main themes that have emerged across the case studies and the lessons learned.

                
                    
                        Stand ready to seize opportunities to advance biodiversity related reforms: from crisis to public concern

                    
                    Each of the case studies reveals a distinct pattern of reform drivers, which illustrates the diversity of opportunities to advance biodiversity related reforms. The case studies point to the need to be ready to act quickly when presented with windows of opportunity that may be outside the influence of domestic policy-makers and unrelated to environmental concerns. For example, Iceland provides a clear example of a common theme in the political economy of reform: the crisis as catalyst. The major reform of Icelandic fishery policy was driven by an urgent need to prevent the imminent collapse of an economically important industry. While biodiversity was not an explicit aim of the reform, safeguarding biodiversity was a positive by‐product of the reform, which put the fisheries sector on a more sustainable footing. 

                    In Switzerland, several factors came together to provide an auspicious environment for the reform of agricultural support. The composition of the Parliament in 2013 was particularly conducive to approving the reform that had been in preparation over the preceding years. The Parliamentary elections in 2011 saw the Green Liberal Party successfully ride the wave of anti-nuclear sentiment in the aftermath of the environmental disaster at Japan’s Fukushima plant in March of that year (The Guardian, 2011). The current Parliament is more conservative, with greater representation of one of the political parties that had opposed the reform. It is questionable whether the reform of the direct payments system to agriculture to better target public goods, including biodiversity benefits, would have been approved given the political composition of the current Parliament. Further, the reform was developed under the leadership of the then Director of the Federal Office of Agriculture (FOAG) who is credited with being an important influence on driving reform.

                     For France, growing public concern about the potential risks of pesticide use to human health and the environment has become an increasingly important reform driver, opening opportunities for stronger policy action. While the influence of public pressure is more difficult to trace in earlier stages of the reform, it is clear is that public opinion, as expressed through market choices (via growing demand for organic products and willingness to pay a premium for such products) is increasingly prominent. Heightened media attention, campaigns by NGOs, and swelling public pressure have given momentum to further action on specific types of pesticides. A notable example is the French Parliament’s ratification in June 2016 of a ban on neonicotinoids (insecticides with harmful impacts on bee populations) starting in 2018. Strong public pressure and concerted engagement from the Minister of Ecology helped to push for policy action on this issue. 

                
                
                    
                        Build alliances between economic and environmental interests

                    
                    Several of the case studies illustrate how economic and environmental interests can be aligned to build support for biodiversity related reform. In the cases of Iceland and Switzerland, biodiversity concerns were not an explicit objective of reforms or only a secondary factor. Building alliances between economic and environmental interests can advance reforms beneficial for biodiversity in instances where a more narrow focus on only “green” issues might fail. This can include forming coalitions, either explicitly or behind-the-scenes, with other interest groups who may share the same desired outcomes, though their motivations may not at all be driven by concerns for biodiversity or the environment more broadly. Making a clear link showing how greater provision of ecosystem services can generate economic benefits is also a useful strategy, which was important in the case of Mauritania and Guinea-Bissau. 

                    In Switzerland, arguably, the main impetus for the change in agricultural policy was support for market-oriented reforms to encourage free trade and bring the direct payments system more closely in alignment with World Trade Organisation’s (WTO) “Green Box” criteria.4 Building a coalition among market-oriented interests promoting trade liberalisation and environmental interests was particularly crucial for advancing the reform. Concerns for biodiversity and ecosystems were important as well, but a secondary factor. Active lobbying by environmental NGOs using both economic and environmental arguments helped to win support in Parliament. 

                    In the case of Mauritania and Guinea-Bissau, concerted lobbying efforts by environmental NGOs to clearly link the economic benefits to fisheries of well-functioning ecosystem services helped to gain financing for conservation trust funds for marine protected areas (MPAs). A well-established and credible “broker”, the environmental NGO the International Foundation of the Banc d’Arguin (Fondation Internationale du Banc d’Arguin, FIBA), played a key role in establishing a shared understanding of the benefits that MPAs bring to the fishing sector and the benefits trust funds bring to marine conservation. This required concerted lobbying in the co-ordination of those involved in country, in the European Union, and in the broader donor community. In Guinea-Bissau, another environmental NGO, the International Union for the Conservation of Nature (IUCN), also played an important role by laying the ground work for broader institutional change concerning conservation.

                
                
                    
                        Devise targeted measures to address potential impacts on competitiveness and income distribution

                    
                    The examples of France, Iceland and Switzerland illustrate the importance of minimising costs of reform on targeted sectors and stakeholders as a means to overcome potential opposition to reform. The cases show how the distribution of costs and benefits (real or perceived) can be fundamental in defining the ambition and pace of reforms, policy choice and design. Recycling the revenue from environmentally related taxes or putting into place transitional measures can help to minimise the cost to affected sectors. Other economic instruments can be used to address distributional concerns, such as resource rent taxes, to more widely share the benefits of harvesting common property resources.

                    In the case of France, as Europe’s leading agricultural producer, limiting the potential costs to the agricultural sector of policies to reduce pesticide use has been a prerequisite to advancing reform. Recycling the revenue from the tax on diffuse pollution to mainly benefit farmers helped to gain the political acceptability of the tax and subsequent increases in the tax rate and the expansion of the tax-base. This revenue recycling mechanism was also a critical factor that supported maintaining the ambitious reduction targets under the Ecophyto Plan II, when the results of the previous plan, Ecophyto I, fell well short of targets to reduce pesticide use by 50%. Moreover, the removal of the reduced value-added tax (VAT) rate on pesticides...
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