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BIODIVERSITY FINANCING AND TRACKING:
ABSTRACT

This report provides information from a consultancy project carried out to assist the
European Commission in its implementation of the Biodiversity Strategy for 2030. It
evaluates the biodiversity expenditure tracking methodology used by the Commission
for the 2014 to 2020 Multiannual Financial Framework, and, on the basis of those
findings and in the light of changes to the structure of programmes, makes
recommendations for tracking in the 2021-2027 period. It also offers suggestions on
possible alternative methodologies, and on improving the consistency of EU Member
State international reporting on biodiversity.

The second part of the report then estimates the financing needs for delivery of the 41
objectives under the EU biodiversity strategy for 2030. Current levels of financial
expenditure from the EU, from Member States public expenditure, and from private
sources, are then estimated. Estimates of future expenditure from these sources for
the period 2021-2030 are then developed, based on a combination of extrapolation
and published budgetary plans. In a final step, these estimates are compared to the
estimated financing needs, and an estimated average gap of EUR 18.69 billion a year
is identified.



SUIVI ET FINANCEMENT DES DEPENSES LIEES
A LA BIODIVERSITE: RESUME

Ce rapport présente les résultats d'un projet de conseil réalisé pour aider la
Commission européenne dans sa mise en ceuvre de la Stratégie en faveur de la
biodiversité a I'horizon 2030. Il évalue la méthode de suivi des dépenses en matiere de
biodiversité utilisée par la Commission pour le Cadre Financier Pluriannuel 2014 a 2020
et, sur la base de ces conclusions et a la lumiére des changements apportés a la
structure des programmes, formule des recommandations pour le suivi au cours de la
période 2021-2027. Il propose également des suggestions sur d'éventuelles
méthodologies alternatives et sur I'amélioration de la cohérence de la communication
des statistiques sur la biodiversité par les Etats membres de I'UE dans les instances
internationales.

La deuxieme partie du rapport estime les besoins de financement pour la réalisation
des 41 objectifs de la Stratégie de I'UE en faveur de la biodiversité a I'horizon 2030.
Les niveaux actuels des dépenses financiéres de I'UE, des dépenses publiques des Etats
membres et des dépenses concretes provenant de sources privées sont ensuite
estimés. Des estimations de dépenses futures provenant de ces sources pour la
période 2021-2030 sont ensuite développées, en se fondant sur une combinaison
d'extrapolations et de plans budgétaires publiés. Dans une derniere étape, ces
estimations sont comparées aux besoins de financement estimés, et un écart moyen
estimé a 18,69 milliards d'euros par an est identifié.



EXECUTIVE SUMMARY

This study was launched by the Commission to contribute to its understanding of
domestic and international biodiversity expenditures, funding needs, gaps and
priorities, to assist in implementation of the EU Biodiversity Strategy for 2030, in
particular its ambition that “at least €20 billion a year should be unlocked for spending
on nature”’, and as part of its preparation for the 15™ Conference of the Parties to the
UN Convention on Biological Diversity. The work has gained further relevance as a
result of the Interinstitutional Agreement? for the 2021-2027 Multiannual Financial
Framework which sets out that biodiversity should be reported on annually by the
Commission

“with a view to working towards the ambition of providing 7,5 % in 2024 and
10 % in 2026 and in 2027 of annual spending under the MFF to biodiversity
objectives, while considering the existing overlaps between climate and
biodiversity goals”.

This has led to greater emphasis on the need for an accurate, evidence-based, and
readily implementable methodology for tracking biodiversity-related expenditures,
and renewed urgency in mainstreaming biodiversity in EU programmes.

The study comprises two largely separate pieces of work, which have been brought
together in this final report. The first task was a detailed analysis of the 2014-2020
Commission methodology for biodiversity tracking in the EU budget, and of other
biodiversity tracking systems, accompanied by recommendations for improvement.
The second was an assessment of financing needs for achieving the EU’s biodiversity
policy objectives for 2030, with a comparative assessment of current finance flows from
the EU budget and other sources. Initial findings from the two tasks were presented
to, and discussed with, stakeholders at an online workshop in November 2021, and
this final report benefits from a wide range of insights and information gathered from
those discussions and from subsequent interviews and correspondence.

Task 1 on tracking of biodiversity expenditure was aimed at updating the Commission
methodology to track biodiversity in the EU budget. The objectives of Task 1 were to:

e Improve understanding of biodiversity tracking in the EU budget over the 2014-
2020 period.

e |dentify strengths and weaknesses, and the potential impact of different
approaches.

' “EU Biodiversity Strategy for 2030: brining nature back into our lives”, COM (2020) 380, p 17
2 Inter-Institutional Agreement of 16 December 2020 on budgetary discipline, cooperation in budgetary
matters and sound financial management, article 16 (e).



https://eur-lex.europa.eu/legal-content/EN/TXT/PDF/?uri=CELEX:32020Q1222(01)&from=EN

e Assess current biodiversity tracking implications of negotiations on the new
(2021-2027) budget period.
e Develop evidence-based proposals and suggestions for improvement.

Task 2 on biodiversity financing was designed to deliver two main outputs:

1) to assess the total financing needs including baseline expenditure that will be
required to implement the Biodiversity Strategy for for2030 (“BDS for 2030")
and

2) to assess the current levels of funding allocated to biodiversity-related activities
within the EU, to assess the remaining financing gap.

Sub-task 2.1 assessed these financing needs by analysing the activities required to
meet the Biodiversity Strategy targets; sub-task 2.2 estimated current levels of funding
for biodiversity by the EU, MS, and private entities. These elements were then
combined to illustrate the scale of the financing gap.

Biodiversity tracking

Biodiversity expenditure has been tracked by the Commission throughout the 2014-
2020 multiannual financial framework, with summary information published annually
as part of the Budget documentation (in early years in an annex to the Statement of
Estimates, but more recently as part of the working document on Programme
Statements of Operational Expenditure). Total expenditure relevant to biodiversity,
according to the tracking methodology, amounted to EUR 13.6 billion in 2020, 8.3% of
the total EU budget. Of this amount, expenditure of EUR 10.7 billion (79% of the total)
came under budget Heading 2 (Sustainable growth: natural resources), the bulk of
which came from the Common Agricultural Policy. In addition, around 11% of the
tracked biodiversity expenditure is from cohesion expenditure under Heading 1b, also
under shared management. The approach taken to biodiversity tracking of expenditure
under shared management is therefore a determining factor in the totals reported
under the 2014-2020 financial perspective.

Biodiversity tracking 2014-2020

The Commission’s approach to biodiversity tracking in 2014-2020 has been based on
the OECD Rio Markers approach. The OECD specifies the following guidelines for the
application of the markers:

e Rio Marker 2: An activity can be marked as “principal” when biodiversity is
explicitly stated as fundamental in the design of, or the motivation for, the
activity. The Commission has counted such expenditure as contributing
100% towards biodiversity objectives.

e Rio Marker 1: An activity can be marked as “significant” when biodiversity is
explicitly stated but is not the fundamental driver or motivation for
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undertaking and designing the activity. The Commission has counted such
expenditure as contributing 40% towards biodiversity objectives.

e Rio Marker 0: “Not targeted” means that the activity was found not to target
biodiversity in any significant way.

The report assesses the methodology used for each programme reporting biodiversity
expenditure in the 2014-2020 period, noting strengths and weaknesses. Given the
importance of expenditure under cohesion policy and the Common Agricultural Policy,
our analysis was informed by case studies of shared management programmes and
other expenditure under these policies in Member States, which are included in Annex
1 to the report.

Biodiversity tracking 2021-2027

Our approach in developing the recommendations for the 2021-2027 period which are
set out in Table 7 of the report (and explained in detail in Annex 2) reflected the
urgency of developing a clear methodology, and has been to:

e Avoid major change to current methodologies; in particular, this means that
the Rio Markers approach should be maintained for now.

e To focus on expected impacts, wherever possible, rather than only on the
stated objectives of expenditure (although where evidence on impact is
limited or unavailable, the stated objectives may still need to be used as a
guide to the coefficient applied);

e Aim for consistency, wherever possible, with the methodology adopted for
climate tracking in the 2021-2027 period, except where this is not feasible
or does not allow for accurate and consistent results.

Specifically, in relation to the final point, our recommendations reflect the
Commission’s preference to align biodiversity tracking with the 2021-2027 climate
tracking approach. This means moving from a system based largely on the stated
objectives of expenditure and focusing instead on the expected impacts of
expenditure in practice.

While the programme-by-programme recommendations do not lend themselves to
summary here, we offer two overall recommendations. The first is that particular care
needs to be taken with the use of the 40% expenditure marker, which has a significant
impact on overall totals of expenditure reported, in some cases based on expenditure
where biodiversity impacts are necessarily uncertain, on the basis of the current
programme legislation. The second is that when reporting on and communicating the
results of biodiversity tracking, a clearer distinction should be drawn (based in part on
the uncertainty surrounding the use of the 40% marker) between 100% tracked
expenditure (where, generally, there should be a high level of confidence that it is
spending “on” biodiversity), and expenditure under the 40% marker, which is a
relatively crude estimate.

11



The report also provides a review of possible alternative approaches to biodiversity
tracking methodologies (see section 2.3), and an analysis of Member States’
approaches to reporting their international and domestic expenditure to the UN
Convention on Biological Diversity (see section 2.4), with recommendations for steps
which could be taken to improve the consistency and accuracy of the EU's collective
reporting.

Costing objectives under the Biodiversity strategy for 2030

The project team adopted a methodological process for costing the strategy's
objectives that is broadly consistent with the Biodiversity Financial Needs Assessment
as found in the 2018 BIOFIN Workbook developed by UNDP?3. It involved in particular
defining the scope and clarifying the components of the biodiversity targets,
distinguishing between 'baseline’ biodiversity expenditure through to 2030, and then
additional expenditure needed to deliver the BDS. To identify the latter a detailed
analysis of each objective of the BDS was undertaken. The costs identified were then
refined with expert input, through consultation with key stakeholders, both at the
project workshop and subsequently. The resulting estimates of financing needs are set
out in Table 11 of the report and explained in detail in Annex 4.

Assessing current levels of biodiversity funding

Our assessment of the most recent levels of biodiversity expenditure in the EU takes a
three-tier approach to cover different components. The task focuses on:

1. Biodiversity funding under the Multiannual Financial Framework 2014-2020
2.  Member States' levels of funding within the same period
3. Private financing for biodiversity in the same period.

Particularly for data regarding MFF funding and related co-funding from Member
States, the analysis conducted complements our ex-post assessment of biodiversity
expenditure tracking in the EU budget.

Using data gathered for the three components, we focused on providing an estimate
of biodiversity funding implemented at EU and Member State level, to give an
estimation on the overall levels of biodiversity expenditure. However, the method
applied (summarised in the Figure below) and the form in which data is reported, risks
double counting, particularly between MFF funding and MS funding. The risks were
mitigated through research into reporting methodologies to ensure data collected for
the estimations limited double-counting, while allowing for stable comparisons.

> UNDP (2018). The BIOFIN Workbook 2018: Finance for Nature. The Biodiversity Finance Initiative.
United Nations Development Programme: New York.
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Figure: Conceptual framework of biodiversity funding assessment, highlighting the three-tier approach
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Legend

—== Expenditure data drawn from this level of assessment
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Our estimate of the total expenditure of Member States and EU from 2014-2019
amounts to EUR 144 billion. The table below shows estimated biodiversity expenditure
of the EU Budget and of all Member States, for domestic and international funding.

Private investment was not included in the overall values above due to the difficulty in
compiling a comprehensive and coherent set of data; our assessment, based on the

data we have identified, is included in Table 13 of the report.

As a final step, we estimated future expenditure from the EU, Member State public
expenditure, and private finance, based on an extrapolation from 2014-2020 data (for
Member States and the private sector), and plans announced for the 2021-2027 period

(for the EU).

Table: Estimated expenditure of EC and MS, domestic and international funding

EC domestic
EC international
MS domestic
MS international

Total Domestic

Total
International

Grand Total

2014
6,917
129
9,535
1,515
16,452

1,643

18,095

2015
11,422
182
9,747
2,226
21,169

2,408

23,577

2016
13,993
531
9,503
2,188
23,496

2,719

26,215

2017
12,522
293
9,555
2,799
22,077

3,092

25,169

2018
12,651
491
10,164
2,192
22,815

2,683

25,497

2019
12,906
552
10,426
1,973
23,331

2,525

25,856

Total
70,410
2,178
58,930
12,893
129,340

15,071

144,411

Projections were computed with lower and upper confidence intervals in order to
estimate variability. Due to our research indicating that some Member States report
MFF co-financing under their domestic expenditure, we assume that the lower interval
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represents a more conservative value of biodiversity expenditure in Europe. The lower
interval accounts for any possible double-counting of Member States domestic
financing and the MFF. For this and other reasons, the investment gap may therefore
be larger than estimated. However, due to the unknown scale of double-counting, we
based the assessments of the investment gap on the projected estimates rather than
the lower interval.

These estimates were then compared with the estimates of investment needed to
implement the Biodiversity Strategy for 2030. Some key limitations to this exercise
need to be underlined:

e The expenditure estimates represent all expenditures related to biodiversity, ra-
ther than those specifically directed toward the implementation of the strategy.

e In addition, the effectiveness of expenditure in addressing biodiversity issues is
not assessed in this analysis.

Our comparison of estimated expenditures for biodiversity with financing needs for
the BDS for 2030 is thus likely to underestimate the scale of financing gap.

With that context in mind, the scale of financing needs to deliver the strategy, including
baseline expenditure, is estimated at around EUR 48.15 billion annually between
2021 and 2030. Our estimate of expenditure on biodiversity averages EUR 29.46
billion annually over 2021-2030, starting at EUR 27 billion in 2021 and increasing to
EUR 32.5 billion in 2030 (represented in the blue area in the figure below). This includes
an estimated average EUR 15.22 billion annually from the MFF, and an estimated
average of EUR 13.87 billion of Member State expenditure. Considering that estimated
annual expenditure for 2014 — 2020 averaged at around 24 billion annually, there
would be an estimated EUR 5 billion annual increase in biodiversity expenditure. This
leaves an estimated financing gap of around EUR 186.89 billion over this time period,
or EUR 18.69 billion per year from 2021 to 2030. This represents an increase on
current estimated expenditure of 63% over this time period.

Figure: Estimated scale of investment needed to deliver the BDS for 2030, and estimated future
expenditure from 2021 to 2030
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RESUME EXECUTIF

Cette étude a été lancée par la Commission pour améliorer sa compréhension des
dépenses nationales et internationales en matiere de biodiversité, des besoins de
financement, des lacunes et des priorités, pour aider a la mise en ceuvre de la Stratégie
en faveur de la biodiversité a I'horizon 2030, en particulier son ambition que « au moins
20 milliards EUR par an devraient étre consacrés aux dépenses en faveur de la nature
», et dans le cadre de sa préparation a la 15e Conférence des parties a la Convention
sur la diversité biologique. La pertinence du projet a grandi suite a I'’Accord
Interinstitutionnel sur le Cadre Financier Pluriannuel pour la période 2021-2027, qui
stipule que la Commission fasse un rapport annuel sur la biodiversité :

« en vue d'ceuvrer a la réalisation de I'ambition consistant a consacrer 7,5 % en
2024 et 10 % en 2026 et en 2027 des dépenses annuelles au titre du CFP aux
objectifs en matiere de biodiversité, tout en tenant compte des
chevauchements existants entre les objectifs en matiere de climat et de
biodiversité. »*

Cela a conduit a mettre davantage l'accent sur l'opportunité d’'une méthodologie
précise, fondée sur des données factuelles et facile a mettre en ceuvre pour le suivi des
dépenses liées a la biodiversité, ainsi que sur I'urgence de mieux prendre en compte
la biodiversité dans les dépenses de I'UE.

L'étude comprend deux travaux largement distincts, qui ont été rassemblés dans ce
rapport final. La premiere tache consistait en une analyse détaillée de la méthodologie
de la Commission pour le suivi de la biodiversité dans le budget de I'UE pour la période
2014-2020, et d'autres systemes de suivi de la biodiversité, accompagnée de
recommandations d'amélioration. La seconde était une évaluation des besoins de
financement pour atteindre les objectifs de la Stratégie de I'UE en matiere de
biodiversité pour 2030, ainsi qu'une évaluation comparative des flux financiers actuels
provenant du budget de I'UE et d'autres sources. Des conclusions initiales de ces deux
taches ont été présentées et discutées avec les parties prenantes lors d'un atelier en
ligne en novembre 2021, et le rapport final bénéficie d'un large éventail d'idées et
d'informations recueillies lors de ces discussions ainsi que lors d'entretiens et de
correspondances ultérieurs.

La Partie 1 concernant le suivi des dépenses liées a la biodiversité visait a mettre a jour
la méthodologie de la Commission pour suivre ces dépenses dans le budget de I'UE.
Les objectifs étaient les suivants :

* Accord Interinstitutionnel du 16 décembre 2020 sur la discipline budgétaire, la coopération en matiére
budgétaire et la bonne gestion financiere, ainsi que sur de nouvelles ressources propres, comportant une
feuille de route en vue de la mise en place de nouvelles ressources propres, article 16 (e).
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- Enrichir la connaissance du suivi de la biodiversité dans le budget de I'UE sur la
période 2014-2020.

- Identifier les forces et les faiblesses, ainsi que lI'impact potentiel des différentes
approches.

- Evaluer les implications des négociations sur la nouvelle période budgétaire (2021-
2027) pour le suivi des dépenses liées a la biodiversité dans le budget.

- Développer des propositions et des suggestions d'amélioration basées sur des
preuves.

La Partie 2 relatif au financement de la biodiversité a été congue pour fournir deux
résultats principaux :

1) Evaluer les besoins totaux de financement, y compris les niveaux de référence,
qui seront nécessaires pour mettre en ceuvre la Stratégie en faveur de la biodi-
versité a I'horizon 2030

2) Evaluer les niveaux actuels de financement alloué aux activités liées a la biodi-
versité au sein de I'UE, afin d"évaluer le déficit de financement restant.

La sous-partie 2.1 a évalué ces besoins de financement en analysant les activités
requises pour atteindre les objectifs de la Stratégie en faveur de la biodiversité ; la
sous-partie 2.2 a estimé les niveaux actuels de financement de la biodiversité par I'UE,
les Etats membres et les entités privées. Ces éléments ont été combinés pour illustrer
I'ampleur du déficit de financement.

Le suivi des dépenses liées a la biodiversité

Les dépenses liées a la biodiversité ont été suivies par la Commission tout au long du
Cadre Financier Pluriannuel (CFP) 2014-2020, avec des informations récapitulatives
publiées chaque année dans le cadre de la documentation budgétaire (pour les
premieres années, cela se trouvait dans une annexe a |'état prévisionnel, mais plus
récemment dans le cadre du document de travail sur les déclarations de dépenses
opérationnelles des programmes). Selon la méthode de suivi, les dépenses totales liées
a la biodiversité se sont élevées a 13,6 milliards d'euros en 2020, soit 8,3 % du budget
total de I'UE. Sur ce montant, des dépenses d'un montant de 10,7 milliards d'euros
(79 % du total) relevaient de la rubrique budgétaire 2 (croissance durable : ressources
naturelles), dont la majeure partie provenait de la Politique Agricole Commune (PAC).
En outre, environ 11 % des dépenses liées a la biodiversité proviennent de la politique
de cohésion sous la rubrique 1b, également en gestion partagée. L'approche adoptée
pour le suivi des dépenses liées a la biodiversité relevant de la gestion partagée joue
donc un réle déterminant dans le calcul des totaux indiqués dans les perspectives
financieres 2014-2020.
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Le suivi des dépenses pour la période 2014-2020

L'approche de la Commission en matiere de suivi de la biodiversité pour la période
2014-2020 a été fondée sur I'approche des marqueurs Rio de I'OCDE. L'OCDE précise
les lignes directrices suivantes pour I'application des marqueurs :

- Marqueur Rio 2 : une activité peut étre marquée comme "principale" lorsque la
protection de la biodiversité est explicitement déclarée comme fondamentale
dans la conception de I'activité ou dans sa raison d'étre. La Commission a comp-
tabilisé ces dépenses comme contribuant a 100% aux objectifs de biodiversité.

- Marqueur Rio 1 : une activité peut étre marquée comme "significative" lorsque
la protection de la biodiversité est explicitement mentionnée mais n'est pas le
moteur ou la motivation fondamentale pour entreprendre et concevoir I'acti-
vité. La Commission a comptabilisé ces dépenses comme contribuant a hauteur
de 40 % aux objectifs de biodiversité.

- Marqueur Rio 0 : "Non ciblé" signifie que I'activité n'est pas considérée comme
étant ciblée sur la protection de la biodiversité de maniere significative.

Le rapport évalue la méthodologie utilisée pour chaque programme rapportant les
dépenses en matiere de biodiversité au cours de la période 2014-2020, en notant ses
forces et faiblesses. Compte tenu de l'importance des dépenses provenant de la
politique de cohésion et de la PAC, notre analyse s'est appuyée sur des études de cas
de programmes en gestion partagée et d'autres dépenses au titre de ces politiques
dans les Etats membres, qui figurent a I'annexe 1 du rapport.

Le suivi des dépenses pour la période 2021-2027

Notre approche dans I'élaboration des recommandations pour la période 2021-2027
qui sont présentées dans le tableau 7 du rapport (et expliquées en détail dans I'annexe
2) a reflété I'urgence d'élaborer une méthodologie claire. Nos recommandations sont
de:

- Eviter toute modification majeure des méthodologies actuelles ; en particulier,
cela impliquerait que I'approche des marqueurs Rio soit maintenue pour le mo-
ment.

- Se focaliser sur les impacts attendus, dans la mesure du possible, plutét que sur
les seuls objectifs déclarés des dépenses (bien que lorsque les preuves de I'im-
pact sont limitées ou indisponibles, les objectifs déclarés peuvent encore étre
utilisés comme guide pour le coefficient appliqué) ;

- Viser, dans la mesure du possible, la cohérence avec la méthodologie adoptée
pour le suivi des dépenses pour le climat au cours de la période 2021-2027, sauf
lorsque cela n'est pas faisable ou que cela ne permet pas d'obtenir des résultats
précis et cohérents.
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Sur ce dernier point, nos recommandations reflétent la préférence de la Commission
pour l'alignement du suivi des dépenses pour la biodiversité sur I'approche adoptée
pour le suivi des dépenses pour le climat dans la période 2021-2027. Cela signifie qu'il
faut s'éloigner d'un systeme fondé en grande partie sur les objectifs déclarés des
dépenses, et se concentrer plutdt sur les impacts attendus des dépenses en pratique.

Les recommandations pour chaque programme ne peuvent étre résumées ici. Nous
proposons deux recommandations générales. La premiere recommandation est de
faire particulierement attention a I'utilisation du marqueur de 40 %, qui a un impact
significatif sur les totaux globaux des dépenses déclarées, dans certains cas sur le
fondement de dépenses dont les impacts sur la biodiversité sont nécessairement
incertains, compte tenu de la législation actuelle du programme. La seconde est que,
lors de la communication des résultats du suivi des dépenses liées la biodiversité, une
distinction plus claire devrait étre établie (étant donné lI'incertitude entourant
I'utilisation du marqueur de 40 %) entre les dépenses marquées a 100 % (ou,
généralement, il devrait y avoir un niveau élevé de confiance dans le fait qu'elles sont
dépensées "pour" la biodiversité), et les dépenses marquées a 40 %, qui sont estimées
de maniere relativement grossiere.

Le rapport passe également en revue les autres approches possibles en matiere des
méthodologies de suivi des dépenses liées a la biodiversité (voir section 2.3), et analyse
les approches des Etats membres en matiére de communication de leurs statistiques
de dépenses internationales et domestiques a la Convention de I'ONU sur la diversité
biologique (voir section 2.4), en recommandant des mesures qui pourraient étre prises
pour améliorer la cohérence et la précision du rapport collectif de I'UE.

Calcul du coit de mise en ceuvre des objectifs de la Stratégie en faveur de la
biodiversité a I’horizon 2030

L'équipe du projet a adopté un procédé méthodologique pour évaluer le colt des
objectifs de la Stratégie qui est largement cohérent avec la méthode d'Evaluation des
Besoins Financiers pour la biodiversité telle qu'elle figure dans le manuel BIOFIN 2018
élaboré par le PNUD®. Il s'agissait notamment de définir le cadre et de clarifier les
composantes des objectifs, en distinguant le niveau de référence des dépenses sur la
biodiversité jusqu'en 2030, puis les dépenses supplémentaires nécessaires a la
réalisation de la Stratégie. Pour identifier ces dernieres, une analyse détaillée de
chaque objectif de la Stratégie a été entreprise. Les colts identifiés ont ensuite été
affinés avec des apports d'experts, par le biais de consultations avec les principales
parties prenantes, lors de I'atelier en ligne et par la suite. Les estimations des besoins
de financement qui en résultent sont présentées dans le tableau 11 du rapport, et
expliquées en détail dans I'annexe 4.

> UNDP (2018). The BIOFIN Workbook 2018: Finance for Nature. The Biodiversity Finance Initiative.
United Nations Development Programme: New York.
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Evaluation des niveaux actuels du financement de la biodiversité

Notre évaluation des niveaux les plus récents de dépenses en faveur de la biodiversité
dans I'UE adopte une approche a trois niveaux pour couvrir les différentes
composantes. La tache se concentre sur :

1. Le financement de la biodiversité au titre du cadre financier pluriannuel
2014-2020.

2. Les niveaux de financement des Etats membres au cours de la méme pé-
riode.

3. Le financement provenant de sources privées pour la biodiversité au cours

de la méme période.

En particulier pour les données concernant le financement du CFP et le cofinancement
des Etats membres, I'analyse réalisée est complémentaire a notre évaluation ex post
du suivi des dépenses en matiere de biodiversité dans le budget de I'UE.

En utilisant les données recueillies pour ces trois composantes, nous nous sommes
attachés a fournir une estimation du financement de la protection de la biodiversité
mis en ceuvre au niveau de I'UE et des Etats membres, afin de pouvoir fournir une
estimation des niveaux globaux de dépenses en matiere de biodiversité. Cependant,
la méthode appliquée (résumée dans la figure ci-dessous) et la forme sous laquelle les
données sont rapportées, risquent d’entrainer un double comptage de dépenses, en
particulier entre le financement du CFP et celui des Etats membres. Ces risques ont été
atténués par des recherches sur les méthodologies utilisées pour la communication
des statistiques budgétaires afin de garantir que les données collectées pour les
estimations limitent les doubles comptages, tout en permettant des comparaisons
stables.
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Figure : Cadre conceptuel de I'évaluation du financement de la biodiversité, mettant en évidence
I'approche a trois niveaux

Financement CFP

Financement en gestion centralisée >
Financement en gestion partagée

Financement des Etats Membres

Estimation des niveaux actuels de
Financement domestique financement de la biodiversité dans

Financement international I'UE

A4

Financement provenant de sources
privées

Financement philanthropique
Revenus des ONG environnementales v
Produits durables
Compensations de la biodiversité
Programmes de Paiements pour les
services écosystémiques (PSE)

Financement mobilisé par le secteur Légende
privé —=Données sur les dépenses tirées de ce niveau d'évaluation

== Données orientées vers |'estimation cumulative

Notre estimation des dépenses totales des Etats membres et de I'UE de 2014 & 2019
s'éleve a 144 milliards d'euros. Le tableau ci-dessous présente les dépenses estimées
en matiére de biodiversité du budget de I'UE et de tous les Etats membres, pour les
financements domestiques et internationaux.

Les investissements privés n'ont pas été inclus dans les valeurs globales ci-dessus en
raison de la difficulté a compiler un ensemble complet et cohérent de données. Notre
évaluation, basée sur les données que nous avons identifiées, est incluse dans le
tableau 13 du rapport.

Dans un dernier temps, nous avons estimé les dépenses futures provenant de I'UE, des
dépenses publiques des Etats membres et des financements privés, sur la base d'une
extrapolation des données 2014-2020 (pour les Etats membres et pour le secteur
privé), et des plans annoncés pour la période 2021-2027 (pour I'UE).
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Tableau : Estimation des dépenses de la Commission (EC) et des Etats Membres (EM), financement
domestique et international

2014 2015 2016 2017 2018 2019 Total
EC - domestique 6,917 11,422 13,993 12,522 12,651 12,906 70,410
EC - international 129 182 531 293 491 552 2,178
EM - domestique 9,535 9,747 9,503 9,555 10,164 10,426 58,930
EM - international | 1,515 2,226 2,188 2,799 2,192 1,973 12,893
Total Domestique | 16,452 21,169 23,496 22,077 22,815 23,331 129,340
-Irr:)tt:rlnational 1,643 2,408 2,719 3,092 2,683 2,525 15,071
Grand Total 18,095 23,577 26,215 25,169 25,497 25,856 144,411

Les projections ont été calculées avec des intervalles de confiance inférieurs et
supérieurs afin d'estimer la variabilité. Etant donné que nos recherches indiquent que
certains Etats membres déclarent le co-financement du CFP sous le titre de leurs
dépenses domestiques, nous supposons que l'intervalle inférieur représente une
valeur plus prudente des dépenses en matiere de biodiversité en Europe. L'intervalle
inférieur tient compte d'un éventuel double comptage du financement national des
Etats membres et du CFP. Pour cette raison, entre autres, le déficit d'investissement
peut donc étre plus important que prévu. Cependant, en raison de I'ampleur inconnue
du double comptage, nous avons basé les évaluations du déficit d'investissement sur
les estimations projetées plutdt que sur l'intervalle inférieur.

Ces estimations ont ensuite été comparées aux estimations des investissements
nécessaires pour mettre en ceuvre la Stratégie en faveur de la biodiversité a I'horizon
2030. Il convient de souligner certaines limites importantes :

- Les estimations des dépenses représentent toutes les dépenses liées a la biodi-
versité, plutot que celles spécifiquement destinées a la mise en ceuvre de la
Stratégie.

- En outre, I'efficacité des dépenses en termes de réponse aux défis liés a la pro-
tection de la biodiversité n'est pas évaluée dans cette analyse.

Notre comparaison des dépenses estimées pour la biodiversité avec les besoins de
financement de la Stratégie jusqu'en 2030 est donc susceptible de sous-estimer
I'ampleur du déficit de financement.

Dans ce contexte, I'ampleur du financement nécessaire pour mettre en ceuvre la
Stratégie, y compris les niveaux de dépenses de référence, est estimée a environ 48,15
milliards d'euros par an. Notre estimation des dépenses prévues s'éleve a une
moyenne de 29.46 milliards d’euros par an pour la période 2021-2030, soit 27
milliards d'euros en 2021 augmentant jusqu'a 42,5 milliards d'euros en 2030
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(représentés dans la zone bleue de la figure ci-dessous). Ces estimations comprennent
15.22 milliards d'euros par an provenant du CFP, ainsi qu'une moyenne annuelle
estimée & 13.87 milliards d'euros pour les dépenses des Etats Membres. Si I'on
considere que les dépenses annuelles estimées pour la période 2014-2020 s'élevent
en moyenne a environ 24 milliards d'euros par an, on peut estimer a 5 milliards d'euros
I'augmentation annuelle des dépenses liées a la biodiversité. Il reste donc un déficit de
financement estimé a environ 186,89 milliards d'euros sur cette période, soit 18,69
milliards d'euros par an de 2021 a 2030. Cela représente une augmentation de 63 %
des dépenses actuelles estimées sur cette période.

Figure : Estimation de I'ampleur des investissements nécessaires a la mise en ceuvre de la Stratégie
jusqu'en 2030, et estimation des dépenses futures de 2021 a 2030
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1. INTRODUCTION TO THE PROJECT

This study was launched by the Commission to contribute to its understanding of
domestic and international biodiversity expenditures, funding needs, gaps and
priorities, to assist in implementation of the EU Biodiversity Strategy for 2030, and as
part of its preparation for the 15™ Conference of the Parties to the UN Convention on
Biological Diversity. It has gained further relevance as a result of the decision by the
European co-legislators to require the Commission to report annually on biodiversity
expenditure®:

“with a view to working towards the ambition of providing 7,5 % in 2024 and
10 % in 2026 and in 2027 of annual spending under the MFF to biodiversity
objectives”.

This, following on the heels of the commitment in the EU Biodiversity Strategy that “at
least €20 billion a year should be unlocked for spending on nature”, has led to a greater
emphasis on an accurate, evidence-based, and readily implementable methodology
for tracking biodiversity-related expenditures.

The study comprises two largely separate pieces of work, which have been brought
together in this final report. The first task was a detailed analysis of the 2014-2020
Commission methodology for biodiversity tracking in the EU budget, and of other
biodiversity tracking systems, accompanied by recommendations for improvement.
The second was an assessment of financing needs for achieving the EU’s biodiversity
policy objectives for 2030, with a comparative assessment of current finance flows from
the EU budget and other sources. Initial findings from the two tasks were presented
to, and discussed with, stakeholders at an online workshop in November 2021, and
this final report benefits from a wide range of insights and information gathered from
those discussions and from subsequent interviews and correspondence.

1.1 Introduction to biodiversity tracking

Task 1 on tracking of biodiversity expenditure was aimed at updating the Commission
methodology to track biodiversity in the EU budget. The objectives of Task 1 were to:

e Improve understanding of biodiversity tracking in the EU budget over the 2014-
2020 period.

e |dentify strengths and weaknesses, and the potential impact of different
approaches.

e Assess current biodiversity tracking implications of negotiations on the new
(2021-2027) budget period.

® Inter-Institutional Agreement of 16 December 2020 on budgetary discipline, cooperation in budgetary
matters and sound financial management, article 16 (e).
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e Develop evidence-based proposals and suggestions for improvement.
We provide a final report here on the following subtasks:

1.1 Ex-post assessment of the biodiversity expenditure tracking in the EU
budget.

1.2 Assessment of relevant developments for the 2021-2027 period.
1.3 Development of alternative tracking methodologies.
14  Comparative assessment of biodiversity tracking in Member States.
1.5  Recommendations for improvement.

1.2 Introduction to biodiversity financing

Task 2 on biodiversity financing was designed to deliver two main outputs:

3) to assess the total financing needs including baseline expenditure that will be
required to implement the Biodiversity Strategy for 2030 (“BDS for 2030") and

4) to assess the current levels of funding allocated to biodiversity-related activities
within the EU, to assess the remaining financing gap.

Sub-task 2.1 assessed these financing needs by analysing the activities required to
meet the Biodiversity Strategy targets; sub-task 2.2 estimated current levels of funding
for biodiversity by the EU, MS, and private entities. This ultimately led to a comparative
analysis of the two sub-tasks to derive insights on the funding gap between financing
needs and the current scale of finance allocation.
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2. BIODIVERSITY TRACKING

Our assessment of biodiversity tracking was based primarily on a detailed analysis of
the methodology used by the Commission for the 2014-2020 period, accompanied by
analysis of other methodologies used at Member State and international level. On the
basis of this assessment, and an analysis of the legislation adopted for programmes
for the 2021-2027 multi-annual financial framework, we developed recommendations
for biodiversity tracking in the new period. We emphasise that the views set out here
and throughout this report are those of the authors of this study, and should not be
misrepresented as the official opinion of the Commission.

Our analysis has been significantly improved by helpful comments and advice from
Commission services in a broad range of Directorates General; and also by stakehold-
ers input, including comments from Member State representatives on specific issues
(for example, tracking methodologies used at Member State level, and our assessment
of Member States’ implementation of EU programmes). We also received some par-
ticularly valuable contributions from stakeholders who took part in a workshop held in
November 2021, designed to learn from stakeholder perspectives and test some of
our emerging findings. The report on the stakeholder workshop is attached as Annex
7.

Our recommendations on tracking in the EU budget are also accompanied by
suggestions on how the EU can coordinate its input to international biodiversity
tracking systems, particularly the work of the UN Convention on Biological Diversity
(CBD), in section 2.4.

2.1 Ex-post assessment of tracking in the EU budget 2014-
2020

The aim of this subtask was to provide a review of information from the ex-post
assessment of biodiversity expenditure tracking in the EU budget in the 2014 to 2020
funding period. The EU budget-wide summary is backed up by programme-by-
programme fiches setting out results of the ex-post assessment and comparing
against reported tracked expenditure; and assessing relevance of Rio Markers applied.

The programme fiches are informed by a series of case studies that assessed
implementation of expenditure in specific programmes in Member States or regions
as follows:

e Common Agricultural Policy (CAP) — European Agricultural Guarantee Fund
(EAGF) in France.

e CAP - European Agricultural Fund for Rural Development (EAFRD) in the
Netherlands, Hungary, and in Germany (Baden-Wurttemberg).
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e Cohesion policy: European Regional Development Fund (ERDF) and
European Social Fund (ESF) in Greece — Operational Programme Crete.

e Cohesion Policy: ERDF and Cohesion Fund in Romania — Large Infrastructure
Programme.

e Cohesion Policy: ERDF and Cohesion Fund in Czechia - Operational
Programme Environment.

e CFP: European Maritime and Fisheries Fund in Portugal.

The case studies are provided in Annex 1.

2.1.1 Summary of EU biodiversity tracked expenditure 2014-2020

Biodiversity expenditure has been tracked by the Commission throughout the 2014-
2020 multiannual financial framework, with summary information published annually
as part of the Budget documentation (in early years in an annex to the Statement of
Estimates, but more recently as part of the working document on Programme
Statements of Operational Expenditure)’.

Table 1 presents the Commission’s 2020 estimates of biodiversity expenditures in the
2014-2020 period. Total expenditure relevant to biodiversity, according to the tracking
methodology, amounted to EUR 13.6 billion in 2020, 8.3% of the total EU budget. Of
this amount, expenditure of EUR 10.7 billion (79% of the total) came under budget
Heading 2 (Sustainable growth: natural resources), the bulk of which came from the
Common Agricultural Policy.

Table 1: EU budget spending tracked as biodiversity expenditure (EUR million)

Heading 1A | Competitivenessfor | ,q, 4499 491.1 467.4 535.7 523.5 613.9
growth and jobs
Economic, social
Heading 1B and territorial 1,274.1 1,878.8 1,481.6 1,556.5 1,527.6 1,668.3 1,742.3
cohesion
. Sustainable growth:
Heading 2 natural resources 5,216.0 9,067.2 11,9922 | 104775 | 10,5669 | 10,691.8 | 10,747.8
. Security and
Heading 4 - A 128.7 182.2 160.3 293.0 490.7 552.1 502.5
Citizenship
Total 7,038.0 11,5781 141252 | 12,7944 | 13,1209 | 13,4357 | 13,606.5
% of EU Budget 6.0% 7.3% 9.3% 8.2% 8.4% 8.3% 8.3%

" The most recent year's budget documentation, published in 2021 for the year 2022, includes information
on projected biodiversity expenditure both in the Statement of Estimates (SEC(2021) 250 — see section 4.5.2
on page 83), and on a programme-by-programme basis in the working document on Programme
Statements of Operational Expenditure (COM (2021) 300, working document part 1, “Programme
statements of operational expenditure”).
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Source: 2020 programme statement (COM(2020) 300)®

The changes in tracked biodiversity expenditure over the course of the 2014-2020
period, and distribution across the programmes, are further illustrated by the
Commission in the graph we have reproduced in Figure 1 below.

Figure 1: Biodiversity expenditure by programme, 2014-2020 (EUR million and % of budget)
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2.1.2 Biodiversity tracking methodologies in the 2014-2020 period

The Commission’s overall approach to tracking biodiversity is based on the OECD'’s Rio
Markers system. The OECD system'® specifies the following guidelines for the
application of the markers:

e Rio Marker 2: An activity can be marked as “principal” when biodiversity is
explicitly stated as fundamental in the design of, or the motivation for, the
activity.

8 European Commission (2020) DRAFT GENERAL BUDGET of the European Union for the financial year
2021: Working Document Part | Programme Statements of operational expenditure. COM(2020) 300,
European Commission, Brussels. https://ec.europa.eu/info/publications/eu-budget-performance en

% European Commission (2020) DRAFT GENERAL BUDGET of the European Union for the financial year
2021: Working Document Part | Programme Statements of operational expenditure. COM(2020) 300,
European Commission, Brussels. https://ec.europa.eu/info/publications/eu-budget-performance en

19 See "OECD DAC Rio Markers for Climate: Handbook”, OECD. https://www.oecd.org/dac/environment-
development/Revised%20climate%20marker%20handbook FINAL.pdf
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e Rio Marker 1: An activity can be marked as “significant” when biodiversity is
explicitly stated but is not the fundamental driver or motivation for
undertaking and designing the activity.

e Rio Marker 0: “Not targeted” means that the activity was found not to target
biodiversity in any significant way.

While the Commission’s approach to tracking of climate expenditure adapted the Rio
Markers approach, it differs from the biodiversity tracking methodology in that it
makes an explicit decision to focus on the impact, rather than the motivation and
objectives, of the expenditure. However, where similar mechanisms are used for both
climate and biodiversity tracking (for example, the application of markers to
“intervention fields” for cohesion programmes'"), the difference in practice is not
significant. Both the climate tracking and biodiversity tracking methodologies applied
percentage coefficients of 100%, 40%, and 0% to expenditure assigned Markers 2, 1,
and O respectively.

Section Programme-by-programme account of the 2014-2020 tracking methodology
below provides a programme-by-programme account of the approach taken to track
biodiversity expenditure in the 2014-2020 period. Below, we set out some general
characteristics of the approach adopted.

2.1.3 Approach taken to tracking in shared management

The bulk of expenditure tracked as biodiversity relevant is concentrated in shared
management programmes under Heading 2 — particularly the Common Agricultural
Policy, with expenditure from the EAGF and EAFRD representing 77% of the total for
the period from 2014 to 2020. In addition, around 10-11% is from cohesion
expenditure under Heading 1b, also under shared management. The approach taken
to biodiversity tracking of expenditure under shared management is therefore a
determining factor in the totals reported under the 2014-2020 financial period.

The nature of shared management expenditure creates some specific problems for a
consistent and accurate tracking methodology. Implementation of programmes at
national and regional level, addressing a wide range of policy and economic
circumstances, and with a wide range of biodiversity issues to address, inevitably leads
to a range of different approaches. In addition, it requires EU rules on expenditure to
be interpreted and implemented by a range of different actors in a range of different
political and executive cultures. This heterogeneity of situations is itself one
explanation for the adoption of the shared management approach in these
programmes.

The challenge for biodiversity tracking (and also for climate tracking) is therefore to
ensure that information on biodiversity-relevant expenditure is generated at a

" See section Structural and cohesion policy below.
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satisfactory level of accuracy, and in a consistent way. The need for consistency has led
to the choice of mechanisms which rely primarily on information which is produced by
Member States and programme authorities as a normal part of their implementation
and reporting of programmes. The approach to using information provided by
Member States varies:

e For the EAGF, where rules are tightly prescribed at EU level, with relatively
limited scope for Member States to make choices on the objectives to pursue,
the markers are applied to the budget at the EU level.

e For the EAFRD and EMFF, where there is greater flexibility for programme
authorities to pursue different goals, markers are applied to the amounts
programmes allocate to specific objectives (priority areas for EAFRD, and
thematic objectives for EMFF); and

e For cohesion expenditure under the ERDF and Cohesion Fund, where
programme authorities can allocate funding to a wide variety of types of
project, programme authorities are asked to record expenditure under
“intervention fields”, which describe over 100 possible types of investment, and
the markers are applied by the Commission to reported expenditure at
intervention field level.

Programme authorities are thus not asked or required to make an assessment of their
biodiversity expenditure. This has the advantage of avoiding the use of different
approaches to how to assess biodiversity expenditure, or of inconsistent approaches
being adopted to similar expenditure in different countries and regions. It does not,
however, entirely avoid the problem of inconsistency; for example, programme
authorities can and do take different approaches to the classification of projects by
intervention field.

Moreover, while this approach has the advantage of avoiding complexity and
administrative burdens for programme authorities, it has the related disadvantage that
it does not explicitly ask Member States and programme authorities to address the
issue of how much of their programme is being spent on biodiversity. Results from the
EU-level biodiversity tracking of EU expenditure are not reported on a Member State
basis, although it would be relatively straightforward for the Commission to do so.
There are, as the programme fiches for the relevant funds make clear, a number of
mechanisms relied on by the Commission to encourage the mainstreaming of
environmental priorities, including the use of ex ante conditionalities relevant to the
ecosystems priority of the Rural Development Regulation. However, requiring Member
States to consider, as part of their programme documentation, and as part of their
reporting on expenditure, the total allocated to biodiversity would be an additional
mechanism to help ensure that biodiversity is addressed. The absence of reporting on
biodiversity tracking at an operational programme level, allowing a comparison
between biodiversity expenditure in different Member States and regions, also misses
an opportunity for encouraging debate on biodiversity expenditure.

29



2.1.4 Approach taken to tracking in direct management

Direct management, where the Commission has full control over expenditure choices,
allows for a more case-by-case approach to biodiversity tracking, and this is what we
have observed in the case of overseas development assistance and other external
expenditure, on research and satellite observation programmes, and on LIFE (the
financial instrument for the environment). In principle, the Commission can apply a
consistent approach to its own decision-making. In practice, the Commission, like any
other institution, is composed of a number of individuals making or proposing
decisions under the institution’s authority. There is thus a risk that different approaches
are used to decide whether to apply biodiversity markers, and which to apply, between
different desk officers and different programmes; we have noted some evidence of this
risk, and it has been identified in reports on climate tracking'.

2.1.5 Approach taken to tracking in indirect management expenditure

A relatively small part of the expenditure tracked as biodiversity relevant is carried out
under indirect management — particularly expenditure under the external programmes
which will be brought together under the new Neighbourhood, Development, and
International Cooperation Instrument (NDICI). In principle, this creates similar
challenges as with shared management; but in practice, the delegation of expenditure
to bodies like the EIB, or UN agencies, is generally done with specific objectives which
can be assigned a Rio marker. Generally, the Commission adopts this approach,
applying a 100%, 40%, or 0% marker to the expenditure delegated. One issue that
potentially needs to be addressed is that of consistency, however; where the relevant
agencies also report on their biodiversity expenditure, do they take a similar approach
to the Commission’s, or is their tracking carried out at a more granular level?

2.1.6 Programme-by-programme account of the 2014-2020 tracking
methodology

Expenditure programmes which have reported biodiversity expenditure in the 2014-
2020 period are discussed below in the order in which they are addressed in the EU
budget headings.

2.1.7 Copernicus

The Copernicus programme is the EU's earth observation and monitoring
programme offering information services that draw from satellite Earth Observation
and in-situ (non-space) data. The programme is implemented by the European
Commission, in partnership with the Member States, the European Space Agency
(ESA), the European Organisation for the Exploitation of Meteorological Satellites

"2 European Court of Auditors (2016) Spending at least one euro in every five from the EU budget on
climate action: ambitious work underway, but at serious risk of falling short. European Court of Auditors,
Brussels.
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(EUMETSAT), the European Centre for Medium-Range Weather Forecasts (ECMWF), EU
Agencies and Mercator Océan.

The Copernicus Regulation stipulates five general objectives, of which three are
relevant for biodiversity:

e Monitoring the earth to support the protection of the environment and the
efforts of civil protection and civil security;

e Maximising socio-economic benefits, thereby supporting the Europe 2020
strategy and its objectives of smart, sustainable and inclusive growth promoting
the use of Earth observation and geo-information services, thereby enabling
Europe to achieve independent decision-making and action;

e Ensuring autonomous access to environmental knowledge and key
technologies for Earth observation and geo-information services, thereby
enabling Europe to achieve independent decision-making and action.

Of the three specific objectives, one is directly relevant for biodiversity: delivering
accurate and reliable data and information to Copernicus users, supplied on a long-
term and sustainable basis to enable the Copernicus atmosphere monitoring, marine
environment monitoring, land monitoring, climate change, emergency management
and security services, and responding to the requirements of the Copernicus core
users.

The Copernicus programme has three components: a service component, a space
component and an in-situ component. The service component is most relevant for
biodiversity and includes the following six services:

e The atmosphere monitoring service;

e The marine environment monitoring service;
e The land monitoring service;

o The climate change monitoring service;

o The emergency management service;

o The security service.

The marine environment monitoring, land monitoring and climate change services
cover actions with relevance to biodiversity. All except the climate change service were
operational by 2017.

¥ Regulation (EU) No 377/2014 of the European Parliament and of the Council of 3 April 2014
establishing the Copernicus Programme and repealing Regulation (EU) No 911/2010, Official Journal of
the European Union, L 122 44-66, 24.2.2014
https://eur-lex.europa.eu/legal-content/EN/TXT/?uri=CELEX%3A32014R0377
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The assessment of the contribution to biodiversity of Copernicus was so far conducted
at the programme statement level and Copernicus’s tracked contribution to
biodiversity appears to be limited to the land monitoring service (from the service
component), operational since 2012, and the contribution made from the Sentinel
satellites. However, even within the land monitoring service, the same set of data can
be used very differently by individual projects, for instance a high-resolution layer soil
permeability map can be used both to produce a map of habitat for species related to
soil permeability (100% contribution to biodiversity) or for assessing the feasibility of
civil engineering works in the area (0% contribution to biodiversity). Therefore, the
application of a Rio Marker 1 (40%) at the programme statement level may lead to
over-estimation of its biodiversity contribution and the 30% coefficient applied (based
on past experience) to the output produced by the land monitoring service may be
more appropriate.

The three categories of Rio Markers may sometimes be challenging to apply for the
Copernicus programme, resulting in a potential for over or under-estimation. A need
for more nuanced markers to refine the tracking process has been noted for some
areas as the Rio marker 1 seems insufficient to cover all the different intermediary
situations that can occur; while additional levels (e.g. 20% and 60%) might increase
accuracy, they might also bring additional administrative burden due to a more
complex application of markers. For Copernicus, it may be more useful to apply the
Rio Markers to more detailed levels of an instrument e.g. at the project level instead
of the programme statement level. As described above, other services like the marine
environment monitoring service for example can also have primary effects on
biodiversity, however this ultimately depends on the use of the indicators Copernicus
monitoring provides. Nevertheless, the current tracking methodology misses such
additional potential benefits.

Tracking at the level of the annual work programme and at the level of individual
projects was suggested by Medarova-Bergstrom et al. (2015)'*. The study team also
noted that although the land monitoring service is the most relevant for biodiversity
conservation, some actions under the marine environment monitoring service and the
climate change service can also have biodiversity objectives at the project level.
Nevertheless, there is no biodiversity contribution calculated by these two services,
which is likely to lead to an underestimation of the overall biodiversity relevance of the
Copernicus programme.

¥ Medarova-Bergstrom, K, Kettunen, M, llles, A, Baldock, D, Rayment, M and Hart, K (2015) Tracking
biodiversity expenditure in the EU Budget: Part | — Guidance on definition and criteria for biodiversity
expenditure in the EU budget. Final Report for the European Commission — DG ENV, Institute for
European Environmental Policy, London/Brussels.
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2.1.8 Horizon 2020

Horizon 2020, the Framework Programme for Research and Innovation, is the financial
instrument implementing the Innovation Union, with a budget of EUR 77 billion over
the 2013-2020 period. The legal basis for the programme is set out in the Horizon
2020 Regulation™.

Horizon 2020 has three mutually reinforcing priorities dedicated to:

e Excellent science — aiming to boost top level research in the EU;

e Industrial leadership — supporting R&D in new technologies and SMEs; and

e Societal challenges — supporting research that addresses major social,
environmental and economic issues and challenges.

Research and innovation plays an important role in addressing the EU’s biodiversity
policy priorities, so Horizon 2020 represents a major and important source of funding.
All three of the priorities have supported biodiversity related actions. While the
“societal challenges” priority specifically identifies biodiversity related research as one
of its objectives, the “industrial leadership” priority funds research in particular
technologies, some of which may benefit biodiversity, and the "excellent science”
priority helps to strengthen the capacity, skills, infrastructure and basic science
underpinning research into biodiversity, as well as other research topics'.

Biodiversity relevant research is therefore supported through thematic research
programmes under the societal challenges priority, as well as through individual
projects supported through the excellent science and industrial leadership priorities.

The societal challenge “climate action, environment, resource efficiency and raw
materials” was allocated a budget of €3.1 billion over the 2014 to 2020 period, roughly
4 per cent of the Horizon 2020 budget, and addressed a range of challenges related
to ecosystems, raw materials, eco-innovation, global environmental observation and
information systems as well as climate change. Part of its rationale is to ensure that
“ecosystems and biodiversity are protected, valued and appropriately restored in order
to preserve their ability to provide resources and services in the future” and that “water
challenges need to be addressed and to protect aquatic ecosystems”. The challenge
“Food security, sustainable agriculture and forestry, marine, maritime and inland water
research and the bio-economy” also makes specific mention of biodiversity objectives,
while two others relating to sustainable energy and transport can be expected to
benefit biodiversity indirectly by supporting solutions that reduce pollution and
address climate change.

' Regulation (EU) No 1291/2013
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A methodology for tracking biodiversity-relevant expenditures through Horizon 2020
was defined by Medarova-Bergstrom et al (2015)'®, based on the Rio-markers
methodology, and has informed tracking in the 2014-20 programme period.

This methodology is based on an understanding that some expenditures under
Horizon 2020 are thematically defined, enabling a “top down"” approach to tracking at
the specific objective or Work Programme topic level, while others (particularly under
the “Excellent Science” priority) are cross-cutting and require a "bottom up” analysis
of projects.

Ex ante tracking of expenditures can therefore be applied at three levels:

1. Broad assessment based on marking of specific objectives within
Annual Programme Statements.

2. Assessment of Annual Work Programmes and marking of topics within
them.

3. Analysis of individual projects.

The level of accuracy in tracking increases from level 1 to 3. Tracking at the specific
objective level is rather crude and broad-brush, because of the breadth of the specific
objectives against which annual budgets are allocated. Analysis of Work Programmes
enables a much more accurate picture of relevant expenditures to be gained, for those
parts of Horizon 2020 where actions are topic based. However, the Work Programmes
do not allow a complete analysis, as some parts of Horizon 2020 (especially the
Excellent Science) priority are not thematically determined but defined on a “bottom-
up” basis, in line with the priorities of individual applicants. These “bottom-up” actions
require analysis at the project level to identify relevant expenditures. This is achieved
by requiring project managers to report on the biodiversity relevance of each project,
enabling markers to be applied in the project database.

In practice, while it is possible to apply markers ex-ante at the specific objective level
for expenditures with relevant thematic objectives, a more refined approach has been
developed which combines ex-post and ex-ante data. Actual data on historic
expenditures under specific objectives that are biodiversity relevant have been used to
predict the proportion of biodiversity relevant expenditures in similar programmes in
future.

As Horizon 2020 is a centrally managed programme, tracking of expenditures is
undertaken centrally by DG Research and Innovation, and by the Joint Research Centre.

'® Medarova-Bergstrom, K, Kettunen, M, llles, A, Baldock, D, Rayment, M and Hart, K (2015) Tracking
biodiversity expenditure in the EU Budget: Part | — Guidance on definition and criteria for biodiversity
expenditure in the EU budget. Final Report for the European Commission — DG ENV, Institute for
European Environmental Policy, London/Brussels.
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2.1.9 Structural and cohesion policy: ERDF and Cohesion Fund

The Cohesion Fund (CF), and the European Regional Development Fund (ERDF) are
managed through operational programmes (OPs) developed by Member States and
agreed with the Commission. OPs can be thematic programmes covering the whole
country (on the environment or transport, for instance) or regional programmes
channelling funds to a particular part of the country. Member States could choose to
combine funds in an OP. Together with the European Social Fund (see Structural and
cohesion policy: European Social F), the European Agricultural Fund for Rural
Development (see Common Agricultural Policy: European Agricultural Fund for Rural
Development (EAFRD) and EMFF (see European Maritime and Fisheries Fund (EMFF),
they are managed in accordance with the Common Provisions Regulation (CPR)". The
CPR defined eleven thematic objectives (TOs) for the cohesion policy funds designed
to contribute to the implementation of the Europe 2020 Strategy, including TO6
'Preserving and protecting the environment and promoting resource efficiency
(including through investment in Natura 2000)". Investments under these TOs were
further defined in ‘priority axes’ of the programmes for each fund. Member States
were required to set out national commitments to achieve the EU objectives in
partnership agreements with the Commission in 2013, setting out investment priorities
for each fund and fund programming and delivery.

The tracking method for ERDF, ESF and Cohesion Fund in the 2014 to 2020 funding
period is applied at the level of intervention fields'®. Intervention fields classify the
types of actions financed (ERDF and CF) or the investment priority under which the
operation is supported (ESF)'°. Member States have been required to report annually
the allocations to selected operations (project selections) and the total eligible
expenditure declared by beneficiaries to the managing authority (i.e. after eligibility
checks by MS) according to a variety of characteristics including the relevant thematic
objectives and intervention fields?®. Where operations are jointly funded through ERDF
and CF or ESF, Managing Authorities were asked to report the respective support to
the same operation separately by Fund (even where the operation may be integrated
in its design and/or implementation).

" Regulation (EU) No 1303/2013

18 as defined in Commission Implementing Regulation (EU) No 215/2014, and in the Guidance Note on
Nomenclature of Categories of Intervention and the Methodology for Tracking of Climate Change
Related Expenditure under Cohesion Policy

9 Additional codes describe the type of funding or financial instruments, the type of territory and the
economic sectors funded. As each operation under these funds could be implemented through several
forms of finance, Member States could allocate several finance codes on an estimated pro rata basis to
each operation.

20 Regulation (EU) No 2011/2014, Annex Il, Table 2.
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The biodiversity tracking method applied the Rio markers to the intervention fields
programmed in each Operational Programme as set out in Table 2°':

Table 2: Biodiversity markers applied to ERDF and CF expenditure, 2014-2020

Intervention field (Nomenclature defined in Annex I of the Coefficient for the calculation of
Implementing Regulation (EU) No 215/2014) support to biodiversity objectives

085 Protection and enhancement of biodiversity, nature protection and 100%
green infrastructure

086 Protection, restoration, and sustainable use of Natura 2000 sites 100%
022 Wastewater treatment 40%
087 Adaptation to climate change measures and prevention and 40%

management of climate-related risks e.g. erosion, fires, flooding, storms
and drought, including awareness-raising, civil protection and disaster
management systems and infrastructure

091 Development and promotion of the tourism potential of natural 40%
areas

All other intervention fields 0%

This approach largely avoids Member States and programme authorities making any
assessment of the biodiversity relevance of expenditure under their programmes;
totals are generated based on information supplied for other purposes. The self-
declaration by Member States of the intervention codes and DG REGIO's limited power
to steer Member State allocations is a potential source of inaccuracy; however, the
method has the advantage that it requires little additional administration. The markers
are applied automatically in the database so there is currently no scope for
adjustments to take account of the actual character of the investment. It is worth
noting that the European Court of Auditors’ examination?? of the tracking system for
climate did not find any major issues, and the Commission accepted all
recommendations made by the auditors on improving climate tracking in cohesion
funding.

That said, the accuracy of the tracking method in capturing real biodiversity benefits
will only become clear through the ex-post assessments and evaluations. We
understand that the Commission’s evaluation of cohesion spending in the 2014-2020
period includes a study which will provide a detailed analysis of the range of types of
project assigned to each intervention field, and we recommend careful analysis by DG
ENV of this information when it becomes available, in order to provide a better
assessment of the accuracy of biodiversity tracking through the markers assigned to
intervention fields.

2! European Commission (2015) Draft General Budget of the European Union for the financial year 2016.
COM(2015) 300.

22 European Court of Auditors (2020) Tracking climate spending in the EU budget. Review No 01/2020,
European Court of Auditors, Brussels.
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A 2017 study commissioned by DG ENV to examine the biodiversity tracking method
concluded that the main weakness of the current approach lies in the allocation of the
40% marker to expenditure for which the biodiversity benefits are uncertain®. Thus,
expenditure on climate adaptation could involve either nature-based solutions, which
potentially have significant biodiversity benefits, or flood defence and coastal defence
investments, which are unlikely to have positive impacts and may have negative
impacts. Investment in wastewater treatment may be focused on improving emissions
to water bodies with significant biodiversity impacts, but may also be more focused
on urban areas, or on improving the efficiency of wastewater treatment operations. An
analysis of the ways in which Member States allocated the five intervention fields to
the Thematic Objectives showed that the funding allocations to Thematic Objective 6
(protecting the environment and promoting resource efficiency), were dominated by
spending on wastewater treatment?®. Whilst this has indirect biodiversity benefits
through the improvement in water quality, these are not necessarily targeted on
biodiversity outcomes or in proportion to the amount of spending. Thus, an expensive
treatment upgrade in an urban area may produce a relatively marginal water quality
improvement downstream, whilst a small investment in a rural area may lead to a
significant improvement for downstream biodiversity.

The three case studies on operational programmes in Czechia, Greece and Romania
carried out as part of the current project, and which are included at Annex 1, further
underline the dominance of the 40% marker intervention fields. In all three cases,
significantly greater levels of expenditure were programmed for the 40% marker
intervention fields 022 (waste water treatment) and 087 (climate adaptation) than for
the intervention fields which address biodiversity outcomes directly; and in practice,
significantly lower levels of expenditure have been committed for the 100% fields than
planned (see Annex 1, Figures 5.1, 6.3, and 7.1). This leads to a situation where the
contribution of these individual programmes to biodiversity tracked expenditure
currently appears to be dominated by expenditure where the extent of biodiversity
impacts of projects is uncertain. While the EU-wide level financial data (see Figure 2)
does not show the same pattern of slower progress in expenditure on the 100%-
tracked intervention fields, the relative importance of the 40%-tracked intervention
fields in the reported biodiversity expenditure totals is clear. The pattern observed in
the three case study programmes, which were selected because of their relatively high
initial ambition for biodiversity expenditure, may warrant further analysis.

2 EY and Biotope (2017) Study on biodiversity financing and tracking biodiversity-related expenditures in
the EU budget.  Study for European Commission.

4 EY and Biotope (2017) Study on biodiversity financing and tracking biodiversity-related expenditures in
the EU budget. Study for European Commission.
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Figure 2: Biodiversity Tracked Expenditure ERDF and CF according to Intervention Fields (40%/100%)
for 2016 to 2020
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2.1.10 Structural and cohesion policy: European Social Fund (ESF)

No biodiversity expenditure is tracked under the European Social Fund in the 2014-
2020 period. It should be noted that the approach adopted to tracking of climate
expenditure (which would presumably be similar to the basis for tracking any
biodiversity expenditure) was based on an assumption that ESF expenditure had a 0%
marker; but that Member States could also choose to identify a “secondary theme”
capturing expenditure related to the low-carbon transition (for example, developing
skills in areas relevant to the low-carbon economy)?. This departure from the
automatic nature of tracking under ERDF and the Cohesion Fund shows that in some
cases it has been considered feasible to base tracking on Member State identification
of relevant expenditure.

> DG Climate Action, “Tracking climate expenditure: The common methodology for tracking and
monitoring climate expenditure under the European Structural and Investment Funds (2014-2020)",
https://ec.europa.eu/clima/sites/clima/files/docs/tracking climate expenditure en.pdf; see also
Implementing Regulation (EU) No 215/2014, Article 1(3) and Annex 1.
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2.1.11 Common Agricultural Policy: European Agricultural Guarantee
Fund (EAGF)

The European Agricultural Guarantee Fund (EAGF) of the Common Agricultural Policy
(CAP) funds income support for farmers (though direct payments®®) and market
measures®’. Together they account for 83.6% of the total EU expenditure under the
CAP, the remainder coming from the European Agriculture Fund for Rural
Development (EAFRD)?. The current EAGF regulations came into force in 2015 and will
operate until the end of 2022, since a two-year extension (transition period) was
agreed in December 2020%°.

Biodiversity expenditure tracking has only been applied to the direct payments part of
the EAGF. Market measures are intended to deal with difficult market situations such
as a sudden drop in demand due to a health scare, or a fall in prices as a result of a
temporary oversupply on the market®°, and do not have identifiable benefits for
biodiversity.

The rules governing the EAGF are set at EU level, however Member States are
responsible for implementation under the ‘shared management’ principle. There is
some flexibility about how the interventions under the EAGF are designed and
implemented to take account of national and regional conditions, although this
flexibility is far less than that available under the EAFRD.

Table 3Table 3: CAP Interventions available to Member States under the EAGF

sets out the interventions available for Member States to implement under the EAGF,
and identifies whether or not they have biodiversity objectives. In 2015, the green
direct payments were introduced for the first time — payments supporting agricultural
practices beneficial for the climate and the environment- to which 30% of direct
payments must be allocated. In addition, in order to receive direct payments, all
farmers must comply with a set of cross-compliance requirements, both Statutory
Management Requirements (SMRs)3! and standards of Good Agricultural and
Environmental Condition (GAEC) relating to the environment, climate change, animal
health, plant health and animal welfare®. The purpose of cross-compliance is to

%6 Regulation (EU) No 1307/2013

#" Regulation (EU) No 1308/2013

8 DG AGRI Data Portal, accessed March 2021 — figures for 2018 and excluding the UK: Direct Payments:
38 149.4 million EUR; Market measures 2 378.6 million EUR; rural development: 13 062.0 million EUR

2 Regulation (EU) 2020/2220

% ibid

*' The SMRs require adherence to certain provisions of EU Directives relevant to agricultural land
management. These requirements apply to farmers and other land managers whether or not they are in
receipt of CAP support.

32 GAEC standards follow general principles laid down in EU legislation but are specified at the national
or regional level by Member States’ own authorities to address a country’s local characteristics. As a
result there tend to be significant differences between the specific rules applied in different countries.
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contribute to the ‘development of a sustainable agriculture through a better awareness
of beneficiaries of the need to respect basic standards [and] to make the CAP more
compatible with the expectation of the society through a better consistency of that
policy with the environment, public health, animal health, plant health and animal
welfare policies'®>.

Table 3: CAP Interventions available to Member States under the EAGF3*

CAP Intervention Compulsory / Voluntary | Biodiversity

for MSs to implement objectives?
Horizontal
Cross-compliance — all payments are subject to cross-
compliance conditions (Statutory Management
P ( Y 9 Compulsory Yes (some elements)

Requirements and standards of Good Agricultural and
Environmental Condition)

Direct Payments

Basic Payment Compulsory No
Compulsory - 30% of direct
Payment for agricultural practices beneficial to climate | payments must be

change and the environment — comprising: allocated to these
measures
- Crop diversification No
- Maintenance of permanent grassland:
a.  Maintaining the ratio of a. No

permanent grassland as a
proportion of total UAA

b. Protection of Environmentally b. Yes
Sensitive Permanent Grassland
- Ecological Focus Areas Yes
Young farmers scheme Compulsory No
Coupled Support Voluntary No
Support in areas of natural constraint Voluntary No
Redistributive payment Voluntary No

Overall, the literature available shows that the positive effects of the EAGF on farmland
biodiversity are limited.

Of the interventions available, the greening measures have the potential to improve
biodiversity, but the choices that Member States have made for their implementation
have meant that the majority of options taken up by farmers have either led to little
change in management or have very limited biodiversity effects.

While there is some evidence that cross-compliance raises awareness of, and improves
implementation of, environmental legislation, there is little evidence available on its
actual biodiversity impact. The GAEC standards have the potential to deliver some

33 Recital 54 of Regulation (EC) 1306/2013
** Excluding those under the Common Market Organisation Regulation (Regulation (EU) No 1308/2013)
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biodiversity benefits, particularly since all Member States must provide advice on
cross-compliance to farmers via their Farm Advisory Services.

There is little information available on the biodiversity impact of other EAGF
interventions, such as Voluntary Coupled Support (VCS). In theory, VCS could be used
to deliver biodiversity benefits (for example, if moderate grazing by specific livestock
is necessary to maintain a particular habitat), however it could also lead to negative
impacts.

The European Commission’s draft general budget for 2021 (European Commission,
2020a) sets out the methodology used to track biodiversity expenditure under the
EAGF.

Only the direct payments part of the EAGF is tracked for biodiversity. Market measures
under the Common Market Organisation regulation are not included in the
calculations; while certain instruments are used to deliver environmental benefits,
including biodiversity (e.g. the minimum requirement for 10% of expenditure under
operational programmes in the fruit and vegetable sector to cover environmental
actions®) this is a small proportion of total expenditure. The methodology applied for
tracking biodiversity expenditure during the 2014-2020 programming changed in
2016 when the reformed CAP took effect.

e The financial years 2014 and 2015 operated under the rules of the previous CAP
and for this period a 40% marker was applied to a 20% share of direct payments
(budget line 0503) to take account of the biodiversity related elements of cross-
compliance. This meant that 8% of the direct payments budget line was counted
as biodiversity expenditure.

e From the financial year 2016 onwards, a revised approach was taken to account
for the introduction of the ‘green direct payments’ within the EAGF and the changes
made to cross-compliance. This increased the proportion of the direct payments
budget line that was counted as biodiversity expenditure to 14.8%, calculated as
follows:

- for the greening measures (payment for agricultural practices beneficial for
the climate and the environment) a Rio marker of 40% is applied: since 30%
of the EAGF must be spent on these measures, this equates to 12% of the
direct payment element of the EAGF (40% of 30% = 12%);

- aRio marker of 40% is then applied to 10% of the majority of the remaining
70% of direct payments (minus the allocation for the Small Farmers Scheme
which is not subject to cross-compliance requirements) to take account of
the benefits expected for biodiversity from the cross-compliance

*> See Regulation 1308/2013, Article 33 (5).

41



requirements (standards of Good Agricultural and Environment Condition
and Statutory Management Requirements) to which farmers must adhere to
receive their direct payments. This equates to 2.8% of the direct payment
element of the EAGF (10% of 70% = 7%, at a 40% marker = 2.8% of the
total).
This generates an estimated total of €36,041 million of expenditure tracked as being
relevant to biodiversity over the seven years of the MFF. The rationale relied on by the
Commission to apply the 40% biodiversity marker to part of the direct payments
outside greening® is that cross-compliance applies to them, and thus (by virtue of the
GAEC standards), payments contribute to biodiversity by preventing soil erosion,
maintaining soil organic matter and soil structure, ensuring a minimum level of
maintenance and avoiding the deterioration of habitats, and protecting and managing
water through the standards of good agricultural and environmental condition.

The current CAP regulations will continue to apply for 2021 and 2022 according to the
provisions set out in the transitional regulations®’. It is understood that the existing
methodology, as outlined above, will be used to track this contribution.

The 2021 draft budget sets out the total contribution of the EAGF that is considered
to contribute to financing biodiversity for the financial years from 2014-2020. The 2020
Statement of Estimates provides consolidated information on biodiversity finance from
different funds in the 2014-20 programming period. The 14.8% of the total EAGF
budget that is calculated as financing biodiversity equates to:

- 42% of the total biodiversity finance in the EU budget for 2014-202038
- the equivalent of 3.4 % of the total EU budget for 2014-20.

Table 4: Contribution of direct payments to biodiversity financing (EUR million)

Relevant objective/output of the EAGF

Contribute to the enhancement of the environmental performance of the CAP through the greening
component of the direct payments. Contribute to the development of sustainable agriculture and to making
the Common Agricultural Policy more compatible with the expectations of the society through cross-
compliance. Contribute to preventing soil erosion, maintaining soil organic matter and soil structure, ensuring
a minimum level of maintenance and avoiding the deterioration of habitats, and protecting and managing
water through the standards of good agricultural and environmental conditions.

*® Including the single area payment, basic payment, payments for young farmers, redistributive payment,
natural constraints payment, and voluntary coupled support (but excluding the small farmers payment as
this is not subject to cross-compliance). The rationale is set out in the text from the 2020 Programme
Statements document reproduced in Table 4 below.

¥ Regulation (EU) 2020/2220

38 NB: The EAFRD part of the CAP is covered in a separate fiche. The total CAP (EAGF and EAFRD)
contribution accounts for 77% of biodiversity finance in the 2014-2020 EU Budget.
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2014-2018 2019/2020 are estimates
2014 2015 2016 2017 2018 2019 2020 Total
3,316.0 3,273.0 6,030.0 5,795.0 5,856.0 5,868.0 5,903.0 36,041.0

NB: The appropriations for the year 2014 have been reviewed to take account of the transfer to subsequent years of the allocations not
used in 2014 (reprogramming exercise carried out in 2015 in accordance with Article 19 of the Multiannual Financial Framework
Regulation).

Source: European Commission (2020a)

The calculation of the contribution of direct payments to biodiversity financing is
based on the annual direct payment commitment appropriations for Member States
and subsequently corrected according to the figures for payment appropriations (i.e.
the payments made to beneficiaries in that financial year). The data are sourced from
CATS (Clearance of Accounts Audit Trail System) which is the database used for audit,
based on information received from Member States.

The calculations are carried out by the European Commission based on the data
provided to them by Member States on their direct payments budgets and
expenditure. These are data that Member States provide annually to the European
Commission.

As noted above, the anticipated benefits of the green direct payments and cross
compliance for biodiversity were the foundation of this approach. The Commission’s
justification for applying the 40% marker was based on the assumptions:

- That the requirement for farmers to adhere to cross-compliance
requirements in order to receive their direct payments was likely to increase
compliance with the articles of the Birds and Habitats Directives that are
included under the SMRs; and

- That the application of certain GAEC standards would bring about benefits
for biodiversity — those relating to ‘preventing soil erosion, maintaining soil
organic matter and soil structure, ensuring a minimum level of maintenance
and avoiding the deterioration of habitats, and protecting and managing
water'.

In relation to the greening measures the 40% marker was proposed overall as
biodiversity is only one among a number of objectives for the payments, not the
principal or only objective. Other objectives include improving soil quality, and carbon
sequestration. Even for the EFA measure, whose objective is ‘in particular, to safeguard
and improve biodiversity on farms’, in reality the final suite of EFA types agreed were
not all biodiversity focussed.
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The way that EAGF expenditure is tracked for biodiversity has come under criticism,
both the blanket 40% marker applied to the greening measures and particularly the
attribution of a 40% marker to 10% of the remaining 70% of direct payments
(excluding the greening measures), justified on the assumed biodiversity benefits of
cross-compliance. In discussions during the development of the CAP biodiversity
tracking system, a number of stakeholders argued that the markers should not be
applied to direct payments on the basis of cross-compliance, since this is an ex-post
penalty system that cannot guarantee the delivery of biodiversity benefits, adherence
in practice is difficult to verify; and that doing so would distort the picture of funding
benefiting biodiversity (Medarova-Bergstrom et al, 2015)%.

In its 2020 report on biodiversity on farmland, the European Court of Auditors
concluded that 'The Commission’s tracking of CAP spending benefiting biodiversity is
unreliable because of methodological weaknesses: some coefficients were set at
higher levels than suggested by OECD methodology, and the tracking arrangements
include certain expenditure types without clear proof that they are beneficial for
biodiversity'4°.

With respect to the greening measures, it concluded that ‘'The Commission applies a
coefficient of 40 % to all greening payments even though their positive impact on
farmland biodiversity cannot be clearly demonstrated. Moreover, greening
requirements are generally undemanding and largely reflect normal farming practice’
(ECA, 2020, para 34). In relation to the marker applied to direct payments on the basis
of cross-compliance requirements, it concludes that, ‘'The impact of the cross-
compliance element ... on farmland biodiversity raises some difficulty ... The cross-
compliance coefficients may generally overstate the cross-compliance contribution’
(ECA, 2020, para 35). Finally it also criticised the tracking method because it does not
track and offset expenditure from schemes that may reduce farmland biodiversity,
using Voluntary Coupled Support as an example.

However the Commission has rejected these criticisms (see the detailed point by point
responses in its reply*"). In particular, it reaffirms that ‘cross-compliance contributes to
reaching ambitious biodiversity goals by linking some CAP payments with a set of basic
legislative rules, serving as baseline for incentive measures supported by CAP funds'.
Indeed it goes further to say that advice under the Farm Advisory System (FAS), which
must be provided by Member States to support the implementation of cross-
compliance, also aids the achievement of biodiversity benefits. Since the marker
applied in conjunction with the weighting factor leads to only 2.8% of the non-
greening direct payments being tracked as biodiversity expenditure, the Commission
judges this to be reasonable, ‘taking into account the wide area covered by practices

9 See footnote 14

0 European Court of Auditors (2020) Biodiversity on farmland: CAP contribution has not halted the
decline, Special Report 13/2020. European Court of Auditors, Brussels.

4T Commission reply available at https://www.eca.europa.eu/en/Pages/Docltem.aspx?did=53892
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under cross-compliance (90% of the total agricultural area) and the fact that it includes
basic but important practices for biodiversity'.

In relation to the greening measures, the Commission justifies the 40% marker stating
that ‘greening has a significant potential to improve the biodiversity situation, in
particular because of its wide area coverage (77% of the total agricultural area)'.
However, it acknowledges that ‘this potential was not fully exploited by Member states
and farmers'.

2.1.12 Common Agricultural Policy: European Agricultural Fund for
Rural Development (EAFRD)

The EAFRD is one of the five European Structural and Investment (ESI) funds, governed
by the Common Strategic Framework. The rules governing the EAFRD are set at EU
level, however Member States are responsible for implementation under the ‘shared
management’ principle. The EAFRD funds rural development measures and is
commonly referred to as Pillar 2 of the CAP. In 2018, it accounted for 16.6% of the total
EU expenditure under the CAP (€13,062 million), the remaining 83.6% coming from
the EAGF. The current EAFRD regulations** came into force in 2016 and will operate
until the end of 2022, since a two-year extension (transition period) was agreed in
December 2020

The EAFRD sets out six Union priorities for rural development, broken down into 18
‘focus areas’ or sub-priorities. Priority 4 is the one objective that specifies biodiversity
explicitly, although actions pursued under other priorities also have the potential to
deliver positive benefits for biodiversity, particularly actions under Focus Area 5e -
fostering carbon conservation and sequestration in agriculture and forestry. For 2014-
2020 the EAFRD also has a cross-cutting objective which states that ‘all of the priorities
shall contribute to the cross-cutting objectives of innovation, environment and climate
change mitigation and adaptation’. In the 2014-2020 programming period, for the first
time Managing Authorities are permitted to develop thematic sub-programmes within
their RDPs, if there are specific needs that cannot be addressed through use of the
measures individually or in combination. Biodiversity is included on the list of sub-
programmes in Article 7.

The EAFRD includes a range of measures that can be used to support area-based
payments, investments, advice and training and cooperation, inter alia. These can be
used by Member States for a variety of purposes, including promoting the
maintenance and enhancement of biodiversity and ecosystem services. Member
States develop Rural Development Programmes (RDPs), setting out how they intend
to use the EAFRD measures to address the six priorities, which require formal approval
from the Commission. In their RDPs, Member States are required to set out how the

“2 Regulation (EU) 1305/2013
43 Regulation (EU) 2020/2220
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funding allocated to each of the rural development measures is apportioned to each
of the six EAFRD priorities and individual focus areas under these (sub-priorities).

The EAFRD's Common Monitoring and Evaluation Framework shows that in 2018:

14.97% of agricultural land was under management contracts supporting
biodiversity and/or landscapes (focus area 4A) (R.07) — NB: This includes the
area programmed under priority 4 for payments in areas facing natural or
other specific constraints (the ANC measure), which is not tracked as
biodiversity expenditure.

0.36% of forest or other wooded area was under management contracts
supporting biodiversity (focus area 4A) (R.06)

0.73% of agricultural and forest land under management contracts were
contributing to carbon sequestration or conservation (focus area 5E) (R.20).

In general terms, the evaluation study on the biodiversity effects of the CAP, carried
out in 2018/19* concluded that:

More could be done by Member States to ensure that the biodiversity
priorities identified in their Prioritised Action Frameworks (PAFs) are
reflected in their RDPs.

Some EAFRD measures, particularly the agri-environment-climate measure
(AECM), but also the Natura 2000 measure provide a significant contribution
to achieving biodiversity outcomes, particularly where they maintain semi-
natural habitats, as these are threatened and of very high biodiversity and
landscape importance, especially for habitats and species that are the focus
of the Birds and Habitats Directives. However, the design and funding of
AECM support for intensive cropping farms has been insufficiently attractive
to bring about the changes in management necessary to improve their
biodiversity performance;

The organic farming measure delivers biodiversity benefits, particularly in
more intensively farmed landscapes;

Although no studies were found that directly assessed the biodiversity
impacts of the Natura 2000 compensation measure, it is extremely likely that
biodiversity benefits are delivered, because the interventions that are
compensated for have been identified by the nature authorities to be
necessary to achieve the conservation objectives of the site.

It is not possible to assess the biodiversity impact of the forest measures as
they are not adequately monitored, but since they are used to a limited
extent by Member States and cover very small areas, their impact is likely to
be limited, although it could be locally significant.

44 "Evaluation of the impact of the CAP on habitats, landscapes, biodiversity: Final Report”, Alliance
Environnement 2019
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The methodology applied for tracking biodiversity expenditure during the 2014-2020
programming changed in 2016 when the reformed CAP took effect.

- The financial years 2014 and 2015 operated under the rules of the
previous CAP and for this period the 40% marker was applied to all EAFRD
expenditure, on the basis that this was a reasonable estimate of the
contribution of the EAFRD to biodiversity, since 45% of total programmed
amounts in the period 2007-2013 has been allocated to Axis 2 measures and
these were measures that were most likely to have had a biodiversity impact.

- From the financial year 2016 onwards, when the new EAFRD came into
being, a revised approach was taken in which markers were applied to two
of the new Priorities/Focus Areas as follows:

o A 100% marker is applied to annual commitments for all measures
programmed under Priority 44> with the exception of the measure for
Areas facing Natural Constraints (ANC) — this marker applies to all
focus areas under priority 4 as Member States do not break down
their expenditure by focus area for Priority 4 (unlike for other
Priorities).

o A 40% marker is applied to annual commitments for all measures
programmed under Focus Area 5E (Fostering carbon conservation
and sequestration in agriculture and forestry).

This generates an estimated total of €30,267 million of biodiversity relevant
expenditure over the seven years of the MFF, which is about 33% of the total EAFRD
budget (see Table 5). Of the EAFRD expenditure that is tracked as biodiversity
expenditure, 98% was spent under Priority 4 and only 2% under Focus Area 5E (figures
for eligible expenditure to 2020%). Of this, expenditure under the agri-environment-
climate measure (M10) accounts for 58.6% of the total, with the organic farming
measure accounting for a further 26.5% (M11). Other expenditure is at a much lower
level, with the next highest contributor to biodiversity expenditure being investments
in forest area development and improvement of the viability of forests (M8) at 5.8%
and investments in physical assets (M4) at 3.7%.

The CAP regulations for the 2014-2020 period will continue to apply for 2021 and 2022
according to the provisions set out in the transitional regulations*’. It is understood

4> Restoring, preserving and enhancing ecosystems related to agriculture and forestry, with a focus on

the following areas: (a) restoring, preserving and enhancing biodiversity, including in Natura 2000 areas,
and in areas facing natural or other specific constraints, and high nature value farming, as well as the
state of European landscapes; (b) improving water management, including fertiliser and pesticide
management; (c) preventing soil erosion and improving soil management.

“6 Figures are from the ESIF Funding Portal — accessed 24 February 2021

" Regulation (EU) 2020/2220
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that the existing methodology, as outlined above, will be used to track this
contribution.

The 2020 Statement of Estimates (European Commission, 2019) provided consolidated
information on biodiversity finance from different funds in the 2014-20 programming
period. This shows that 33% of the total EAFRD budget is calculated as financing
biodiversity, which equates to:

- 35% of the estimated total biodiversity finance in the EU budget for 2014-
20204
- the equivalent of 2.8 % of the total EU budget for 2014-20.

Table 5: Contribution of EAFRD to biodiversity financing (EUR million)

2014-2018 2019/2020 are estimates
2014 2015 2016 2017 2018 2019 2020 Total
1,592.0 5,489.0 5,640.0 4,336.0 4,339.0 4,433.0 4,438.0 30,267.0

NB: The appropriations for the year 2014 have been reviewed to take account of the transfer to subsequent years of the allocations not
used in 2014 (reprogramming exercise carried out in 2015 in accordance with Article 19 of the Multiannual Financial Framework
Regulation).

Source: European Commission (2020a)

The ANC measure is excluded from the biodiversity tracking methodology as it does
not have biodiversity objectives and payments are generally not associated with any
specific management requirements. However, this is also true for direct payments
(outside the greening element) under the EAGF, a small proportion of which is tracked
as biodiversity expenditure on the grounds that cross-compliance provides benefits.
As with direct payments, those in receipt of ANC payments under EAFRD must adhere
to cross-compliance requirements. The same logic has not been applied the ANC
measure since the approach to tracking biodiversity expenditure under the EAFRD is
focused on attributing markers to ‘priorities’ rather than ‘intervention types'. In
addition, it is likely that most farmers receiving ANC payments are also in receipt of
direct payments, and therefore already have to meet cross-compliance standards.

“8 NB: The EAGF part of the CAP is covered in a separate fiche. The total CAP (EAGF and EAFRD)
contribution accounts for 77% of biodiversity finance in the 2014-2020 EU Budget.
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Counting a positive impact from the same cross-compliance standards for ANC
payments in addition to direct payments would be likely to lead to double counting.

A number of criticisms have been levelled at the way in which the biodiversity tracking
methodology has been applied to the EAFRD.

In its 2020 report on biodiversity on farmland the ECA concluded that the tracking
methodology used for the CAP as a whole ‘is not entirely robust or reliable’ (ECA, 2020).
In relation to the EAFRD the main criticism is that fact that a 100% marker is applied
to the whole of Priority 4 (see above), which includes not just expenditure on
‘Restoring, preserving and enhancing biodiversity’ (focus area 4A), which specifically
targets biodiversity, but also to expenditure under ‘Improving water management’ (4B)
and 'Preventing soil erosion and improving soil management’ (4C). It concluded that
‘as biodiversity is not the principal objective of these two focus areas, they do not meet
the criteria for the 100% coefficient’ (ECA, 2020).

The European Commission responded to this criticism by explaining its justification for
applying the 100% marker to all three Focus Areas as follows: ‘the Commission
considered ... that farming practices supported in view of supporting biodiversity
contribute at the same time to improving the general environment including water
and soil, and vice versa. This strong interconnectivity in terms of environmental impact
of practices programmed under each of the three focus areas led the Commission to
apply coefficient 100% for the contribution of each focus area of this priority, including
water and soil’ (European Commission, 2020b).

2.1.13 European Maritime and Fisheries Fund (EMFF)

Tracking is performed at two levels, Thematic Objectives, and at measure level. Both
are based on information recorded by each Member State: allocation and spending is
reported for each measure in the Annual Report and linked to the different Thematic
Objectives (see section above for an explanation of thematic objectives for the
European Structural and Investment Funds).

At a high level, the contribution to financing biodiversity under the EMFF is tracked at
the level of Thematic Objectives. A Rio marker of 40% is applied of the total applied
budget to Thematic Objective 6 (protecting the environment and promoting resource
efficiency). 40% of the relevant funding in direct management (scientific advice and
knowledge, control and enforcement and voluntary contributions to the Regional
Fisheries Management Organisation) is also included. The articles do not have specific
biodiversity coefficients or markers that would allow a calculation per article.

At operation-level, a wide range of EMFF measures have the potential to contribute to
the protection and restoration of biodiversity. The measures do not have specific
biodiversity coefficients or markers and are calculated as equally contributing to the
Thematic Objective. The annual implementation report by the Fisheries and
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Aquaculture Monitoring and Evaluation support unit (FAME)* provides an estimation
of the contribution to biodiversity at the level of EMFF measures. Tracking of
biodiversity is therefore performed at measure level, in the implementation report, but
at the level of Thematic Objectives in the programme statements and in the overall EU
Budget-wide reporting of biodiversity expenditure. The calculations are made by the
European Commission on the basis of the information on expenditure by thematic
objectives provided by the programme authorities.

By contrast, climate expenditure is tracked on the basis of the spending on individual
measures.. The coefficients for calculating amounts of support for climate change
objectives are provided in Annex Il of the Commission Implementing Regulation (EU)
No 1232/2014, which refers to the relevant individual articles in the EMFF regulation
itself°°. The EMFF Operational Programme guidance document sets out specific
requirements for climate change mitigation objectives, as per Article 27(6) of the CPR.
Member States report the climate objectives of their choice and the indicative amount
of support they plan to use for climate change objectives when drafting their OPs.

In total 14 measures of the EMFF are given markers for contributing to climate change
objectives; some have been criticised for their generosity®'. A number of the tracked
articles overlap with those that are considered as biodiversity related in the FAME
reports but also, in the examples of annual implementation reports from Portugal and
Germany as previously discussed. For example, articles related to Natura 2000 sites are
also given a 40% marker for climate objectives. As with other funds, there is thus a
significant overlap between the tracked expenditure totals for climate and biodiversity.

The EMFF format for tracking biodiversity expenditure at the level of Thematic
Objectives is thus not as structured and detailed as that for tracking climate
expenditure. While the concept of tracking anything linked to TO6 using the 40%
marker is valid and could indeed function well, the measures that are linked to TO6 are
not themselves defined clearly; the purpose of the co-decided legislation setting them
out is, after all, to reflect agreement on what the EMFF funds may be spent on, rather
than to facilitate the identification of biodiversity expenditure. This lack of precision
ultimately impacts on how well Member States’ reporting of expenditure by thematic
objective provides an accurate assessment of biodiversity expenditure. Furthermore,
various studies have shown that there are certain measures that do a lot more for
biodiversity than others (and could be given a 100% marker rather than a 40% marker).
However, with the current method of tracking, all measures are equally weighted. This
raises some questions regarding the reliability of the biodiversity tracking

49 EUROPEAN COMMISSION - Directorate-General for Maritime Affairs and Fisheries, Unit D.3 (2020): FAME SU,
EMFF implementation report 2019, Brussels

*0 Regulation (EU) No 508/2014

>! See for example European Court of Auditors Special Report 31, 2016; and Nesbit et al., “Documenting
climate mainstreaming in the EU budget”, European Parliament 2020
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methodology, as Member States can focus their investments on measures that
technically contribute less to biodiversity objectives, but still arrive at high estimates
of biodiversity-relevant expenditure. For example, instead of investing in Article 40.1.b-
g, specific to Natura 2000 sites, double the investment could go into Article 43.2 on
fishing ports and landing sites, where the existence of and extent of a contribution to
biodiversity is highly dependent on the nature of the projects funded. The overall
expenditure tracked would still show a 40% contribution to biodiversity when
ultimately however, the two measures have very different degrees of impact. This issue
is not unique to the EMFF; it reflects the combined effect of the Rio Marker approach,
with a 40% marker covering the full range of “significant” impacts, applied through
legislative mechanisms which are not designed for the purpose of tracking.

For the period 2021-2027 the Fund’s architecture has changed; now termed the
European Marine Fisheries and Aquaculture Fund (EMFAF), it has acquired new specific
objectives and adopted an approach to the tracking of climate and environmental
objectives linked to types of intervention. The impact on tracking decisions, and our
recommendations on those decisions, are set out in Table 7 below, and in more detail
in Annex 2.

2.1.14 LIFE (Financial Instrument for the Environment)

The LIFE Programme is an instrument dedicated to funding environmental, nature
conservation and climate action projects throughout the EU. It began in 1992 and
completed five programme cycles in 2020 while the sixth commenced in 2021. The
general objectives of the 2014-2020 LIFE Programme, as set out in Article 3 of the
LIFE Regulation®?, are:

e to contribute to the shift towards a resource-efficient, low-carbon and climate-
resilient economy, to the protection and improvement of the quality of the
environment and to halting and reversing biodiversity loss, including the
support of the Natura 2000 network and tackling the degradation of
ecosystems;

e to improve the development, implementation and enforcement of Union
environmental and climate policy and legislation, and to act as a catalyst for,
and promote, the integration and mainstreaming of environmental and climate
objectives into other Union policies and public and private sector practice,
including by increasing the public and private sector's capacity;

e to support better environmental and climate governance at all levels, including
better involvement of civil society, NGOs and local actors;

e to support the implementation of the 7th Environment Action Programme.

>2Regulation (EU) No 1293/2013 of the European Parliament and of the Council of 11 December 2013 on
the establishment of a Programme for the Environment and Climate Action (LIFE) and repealing
Regulation (EC) No 614/2007
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These objectives were operationalised through the Environment and Climate Action
sub-programmes. The LIFE Regulation sets three priority areas for the Environment
sub-programme — namely, Nature and Biodiversity; Environment and Resource
Efficiency; and Environmental Governance and Information — and three priority areas
for the Climate Action — Climate Change Mitigation; Climate Change Adaptation;
Climate Governance and Information. To set the framework for the implementation of
the two sub-programmes the Commission adopted two consecutive LIFE multiannual
work programmes (MAWP) 2014-2017°% and 2018-2020°.

The specific objectives of the three priority areas of the Environment sub-
programme in 2014-2020 were all directly or indirectly relevant to biodiversity. The
Nature and Biodiversity priority area focused on biodiversity policy and legislation and
specifically supported the Natura 2000 network. The Environment and Resource
Efficiency priority area included projects on water, waste, air quality, and the link
between health and environment, while the Environmental Governance and
Information priority area focused on awareness raising on environmental issues and
support dissemination of results.

The specific objectives of the three priority areas of the Climate Action sub-
programme were mostly indirectly relevant to biodiversity. The Climate Change
Mitigation and Adaptation priority areas contributed to the development and
implementation of the EU policy and legislation on mitigation and adaptation,
improved the knowledge base and enhanced capacities to apply this knowledge,
facilitated the development of integrated approaches, and contributed to the
development and demonstration of innovative mitigation and adaptation solutions.
The Adaptation priority area in particular emphasised climate change adaption
through ecosystem-based approaches. Similar to the other sub-programme, the
Climate Governance and Information priority area focused on awareness raising on
climate change issues and support dissemination of results.

As mentioned in the LIFE Regulation 2014-2020 (Recital 40), the monitoring of the LIFE
Programme should track biodiversity-related expenditure as defined in “A Budget for
Europe 2020"*°. LIFE's biodiversity tracking is based on the 'Rio markers'. Tracking
LIFE's biodiversity expenditure, using the Rio markers methodology, was first
implemented in the 2014 call for proposals.>®

>3 2014/203/EU: Commission Implementing Decision of 19 March 2014 on the adoption of the LIFE
multiannual work programme for 2014-17

>* Commission Implementing Decision (EU) 2018/210 of 12 February 2018 on the adoption of the LIFE
multiannual work programme for 2018-2020

> https://ec.europa.eu/info/sites/info/files/about the european commission/eu budget/com-2011-
500-2 2011 en.pdf

*® EY & biotope (2017). Study on biodiversity financing and tracking biodiversity-related expenditures in
the EU budget. Final Report

52


https://ec.europa.eu/info/sites/info/files/about_the_european_commission/eu_budget/com-2011-500-2_2011_en.pdf
https://ec.europa.eu/info/sites/info/files/about_the_european_commission/eu_budget/com-2011-500-2_2011_en.pdf

The Commission’s approach to track biodiversity-related expenditure in the LIFE
Programme was developed and then informed by two studies,”” Medarova-Bergstrom
et al. (2015)*® and EY & biotope (2017)>°. Tracking can take place at both programme
and project level. At programme level, the Rio markers are applied to the priority areas,
and the biodiversity-related expenditure then is estimated on the basis of the
allocations of the MAWP. According to this approach, the following spending is
estimated as contributing to biodiversity financing:

e 100% of the total operational budget for the priority area Nature and
Biodiversity;

e 100% of the budget for projects focused on nature and biodiversity under the
priority area Environmental Governance and Information;

e 40% of the budget dedicated to projects financed under the priority area
Resource Efficiency;

e 40% of the total operational budget for the priority areas Climate Change
Adaptation; and

e 100% of the amount of the financial instrument Natural Capital Financing
Facility (NCFF).

2.1.15 Development cooperation, etc: Development Cooperation
Instrument (DCI), European Neighbourhood Instrument (ENI) and
Partnership Instrument (PlI)

These programmes were centrally managed by the Directorate General for
Development and Cooperation (DG DEVCO), which became the Directorate General
for International Partnerships (DG INTPA) in January 2021, and (in the case of the
Partnership Instrument) by the Service for Foreign Policy Instruments (FPI). The
Commission follows an established finance tracking methodology by making annual
submissions to the OECD DAC (Development Assistance Committee) using the Rio
markers. The Commission’s methodology is set out in a 2010 information note, which
includes definitions of biodiversity expenditures (based on OECD guidelines) and gives
examples of relevant activities and policies. Since then, the Commission’s methodology
to track biodiversity finance has been updated through two studies, one carried out in

>" EC (website). Environment. Biodiversity financing. Available at:
https://ec.europa.eu/environment/nature/biodiversity/financing_en.htm

*8 Medarova-Bergstrom, K, Kettunen, M., llles, A, Hart, K., Baldock, D., Newman, S., Rayment, M., and
Sobey M. (2015). Tracking Biodiversity Expenditure in the EU Budget, Part Il — Fund specific guidance
documents, Final Report for the European Commission — DG ENV

*9 EY & biotope (2017). Study on biodiversity financing and tracking biodiversity-related expenditures in
the EU budget. Final Report.
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2013% and one in 2017.%" Rio Markers are encoded at the identification stage via the
Common Relex Information System (CRIS). The information in the CRIS database,
including the Rio markers, is updated during the formulation phase. The CRIS database
allows different levels to be coded using the Rio markers, namely decisions and
contracts, which in some cases relate directly to projects, therefore achieving a high
level of tracking granularity. Nonetheless, as was pointed out in previous assessments,
larger programmes of work are encoded, which can include several components or
projects. These are Rio marked collectively, potentially reducing the tracking
precision®,

The markers reflect the specific features of each policy area and assign a weighting to
activities based on their contribution towards biodiversity objectives: principal (100%),
significant (40%) or insignificant (0%). The assessment is based on the programme
statements in the context of the annual budget procedure. A percentage of 100% is
used for activities with a Rio marker score of 2; 40% is used for activities with a Rio
marker score of 1; and 0% for activities with a Rio marker score of 0%

The European Commission uses the following definition to describe “principal” and
“significant” objectives:

- A "principal” objective "must be explicitly stated as fundamental in the
design of, or the motivation for, the action. Promoting the objective will thus
be stated in the activity documentation to be one of the principal reasons
for undertaking the action. In other words, the activity would not have been
funded (or designed that way) but for that objective”.

- A "significant” objective "“must also be explicitly stated, but is not the
fundamental driver or motivation for undertaking and designing the activity.
The activity has other prime objectives but has been formulated or adjusted
to help meet the relevant environmental concerns”®.

®Medarova-Bergstrom, K., Kettunen, M., llles, A, Hart, K., Baldock, D., Newman, S., Rayment, M., and
Sobey M. (2015) Tracking Biodiversity Expenditure in the EU Budget, Part Il — Fund specific guidance
documents, Final Report for the European Commission — DG ENV, Institute for European Environmental
Policy, London/Brussels

®' EY and Biotope (2017) Study on biodiversity financing and tracking biodiversity-related expenditures in
the EU budget.  Study for European Commission.

62 Medarova-Bergstrom, K, Kettunen, M., llles, A, Hart, K., Baldock, D., Newman, S., Rayment, M., and
Sobey M. (2015) Tracking Biodiversity Expenditure in the EU Budget, Part Il — Fund specific guidance
documents, Final Report for the European Commission — DG ENV, Institute for European Environmental
Policy, London/Brussels

% European Commission (27.7.2020) DRAFT Union's annual budget for the financial year 2021. Document,
COM(2020) 300 final, 27.7.2020, European Commission, Brussels.

64 Source: DG International cooperation and development
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In the 2013 study on biodiversity tracking, a three stage approach was proposed for
the 2014-2020 MFF:

1. Annual Programme Statement - Estimates have been made for the Annual
Programme Statement, based on historic expenditures.

2. Multi-Annual Programming Documents — DG DEVCO proposed to estimate
relevant expenditures using multiannual programming documents. This should
give broad estimates of relevant expenditures which should be more accurate
than those in the annual budget but less accurate than those made by tracking
decisions at the project level. This makes it possible to estimate likely
expenditures ex ante, at an earlier stage than by examining individual decisions.

3. Project level tracking, based on individual decisions.

As reported in the 2017 EC study on biodiversity tracking,®® DCI, ENI and Pl were
subject to project-level tracking, the most precise level of tracking, carried out by the
then DG DEVCO. In particular, the study noted that tracking for ENI and DCl is well
established and is also used to regularly report biodiversity expenditure to the OECD
DAC and CBD. The study claims that the application of only three levels of budget
attribution to Rio Markers is rather challenging for DCI, potentially leading to over or
under-estimations, depending on the nature of the instrument. Especially the
application of Rio Marker 1 is challenging as the contribution of an instrument can
range from significantly less than to significantly more than the 40% marker.

The working document on programmes’ annual statements for 2021 is the latest one
available, and provides an in-depth reporting of programmes’ activities and
expenditures. Table 6 reports the data on budget expenditures for the three
programmes combined. The figures reported constitute ex ante amounts. As explained
in the document, these are committed amounts, and are mostly based on past budget
allocations.

Table 6. Committed biodiversity programming for development and cooperation
programmes (million Euros)

2019-2020
Relevant 2014-2018 )
Instrument .. estimates Total
objective/output
2014 | 2015 | 2016 | 2017 | 2018 | 2019 | 2020
Poverty reduction
and fostering
sustainable
DCI 89,8 | 1192 | 100,8 | 2014 | 2754 | 319,3 | 223,8 | 1329,7

economic, social
and environmental

development

6 EY and Biotope (2017) Study on biodiversity financing and tracking biodiversity-related expenditures in
the EU budget.  Study for European Commission.
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P—

ENI specific objective 4 | 30 ¢ |\ co 6 | 414 | 506 | 1353 | 1530 | 1730 | 6474
and 6

Pl Specific objective 1 | 0,4 7,0 6,4 185 198 50 11,1 58,2

Concerning DCI, for the period 2014-2018, the amount identified as contributions to
biodiversity objectives for each commitment is proportional to the Rio markers used.
The use of Rio markers was quality checked by DG DEVCO for the period 2014-2018,
and was based on the analysis of the 2014-2017 Multiannual Indicative Programming
Documents for DCI (geographic and thematic). This control is consistent with the data
reported to the OECD/DAC, following Rio markers encoding at the projects’
identification phase.

For 2019, an early statistical estimate was provided based on final committed amounts
at 31/12/2019. For 2020, estimates were provided using the multiannual average of
biodiversity commitments and applying a standardized calculation formula across
programmes®®.

Similarly to the DCI, ENI estimates reflect the OECD/DAC reporting methodology for
the Rio-marker on biodiversity. Rio markers were applied to actions funded in all
sectors, while it is noted that past trends indicate that these tend to concentrate in the
sectors of rural development, environment, energy and management of natural
resources. These themes are associated with specific objectives 4 (country-based
programmes) and 6 (regional cooperation programmes).

For the PI, the annual statement document does not provide a detailed justification for
the committed biodiversity expenditure. However, as explained by the 2017 study on
biodiversity tracking by the EC, given the limited number of projects under the P],
project level tracking is followed. Moreover, the Service for Foreign Policy Instruments
produces a broad and relatively conservative estimate of biodiversity expenditure
based on the Multiannual Indicative Programme (currently the 2014-2017 MIP) and on
experience with previous AAP. Tracking is conducted at the level of actions defined in
AAP and Rio Markers are applied to these actions. The other three steps of tracking —
Programme Statement level, MIP level, reporting level — are currently not explicitly
used®’.

2.1.16 Instrument for Pre-Accession Assistance (IPA Il)

IPA expenditure is tracked on essentially the same case-by-case basis, in accordance
with the OECD DAC methodology, as the other external funding programmes covered

66 726 % of [operational chapter 2102 - BL 21 02 40 Commodities agreements - BL 21 02 30 Agreement
with the Food and Agriculture Organisation (FAO) and other United Nations bodies - BL 21 02 20
Erasmus+ - Contribution from the development cooperation instrument (DCI).

®’European Commission, Study on biodiversity financing and tracking biodiversity-related expenditures in
the EU budget Project number: ENV.B.2/ETU/2014/0031 Final Report June 2017.
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in section Development cooperation, etc: Development Cooperation Instrument (DCI),
European Neighbourhood Instrument (ENI) and Partnership | above. While the
amounts tracked remain small, they have gradually increased to reach 6% of projected
annual expenditure in 2020, according to the programme statement document®®. The
IPA addresses four “specific objectives”: support for political reforms; support for
smart, sustainable and inclusive economic, social and territorial development;
preparation for obligations of EU membership, including implementation of the acquis
and management of structural and cohesion funds; and strengthening regional
integration and territorial cooperation. Actions assigned biodiversity markers tend to
concentrate in the sectors of rural development, environment, energy and
management of natural resources, generally under specific objective 2 (sustainable
development), but with some relevance also to specific objectives 3 (preparation for
Membership — with particular relevance to rural development) and 4 (regional
integration). The current beneficiaries of the fund are Albania, Bosnia and Herzegovina,
Kosovo*®9, Montenegro, North Macedonia, Serbia, and Turkey.

2.2 Biodiversity tracking 2021-2027: recommendations on
tracking methodology

This section sets out the project team’s proposals regarding tracking methodology for biodiversity
expenditures in the EU budget in the 2021-27 period. Programmes are addressed below in the order
of their proposed appearance in the new budget architecture for the 2021-2027 period. Table 7Table
7: Suggested approach to biodiversity tracking for each programme

below sets out a summary of the recommendations; detailed explanations of our
approach are provided in Annex 2. Both the table and the programme-by-programme
descriptions in the Annex are ordered according to the new budget headings for the
2021-2027 period.

A key change in the context for biodiversity tracking, which was not foreseen when the
Terms of Reference for this project were drawn up, is the agreement by the co-
legislators to set a formal target (expressed as an “ambition”) for biodiversity
expenditure in the new multiannual financial framework. Article 16 of the
Interinstitutional Agreement on operation of the budget from 2021 to 2027° commits
the Commission to report annually on a number of issues, including:

% See EC (2020) "Draft general budget of the European Union for the financial year 2021 (COM (2020)
300), Programme Statements of operational expenditure - Working document Part I, p 627

% * This designation is without prejudice to positions on status, and is in line with UNSCR 1244/1999 and
the 1CJ Opinion on the Kosovo declaration of independence.

0 |nterinstitutional Agreement of 16 December 2020 between the European Parliament, the Council of
the European Union and the European Commission on budgetary discipline, on cooperation in
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“expenditure contributing to halting and reversing the decline of biodiversity,
on the basis of an effective, transparent and comprehensive methodology set
out by the Commission, in cooperation with the European Parliament and with
the Council, and, where relevant, in accordance with sectoral legislation, with a
view to working towards the ambition of providing 7,5 % in 2024 and 10 % in
2026 and in 2027 of annual spending under the MFF to biodiversity objectives,
while considering the existing overlaps between climate and biodiversity goals”.

The introduction of this ambition, and the need for publication of an “effective,
transparent and comprehensive methodology”, places much greater emphasis on early
and consistent decision-making on biodiversity tracking than was the case in the
previous (2014-2020) MFF.

In addition, we understand that the Commission wishes to move from the current
approach for biodiversity tracking, which is based largely (although not exclusively) on
the stated objectives or expenditure, and —in line with the 2021-2027 climate tracking
methodology — to focus instead on the expected impacts of expenditure in practice.

2.2.1 Overall recommendations

Our approach in developing the detailed recommendations for each programme in
below has therefore reflected the urgency of developing a clear methodology, and has
been to:

e Avoid major change to current methodologies, except where necessary to
improve accuracy, to reflect differences in the legislation underpinning
programmes and their operation, or in the case of new programmes; in
particular, this means that the Rio Markers approach should be maintained
for now.

e To focus on expected impacts, wherever possible, rather than only on the
stated objectives of expenditure (although where evidence on impact is
limited or unavailable, the stated objectives may still need to be used as a
guide to the coefficient applied);

e Aim for consistency, wherever possible, with the methodology adopted for
climate tracking in the 2021-2027 period, except where this is not feasible
or does not allow for accurate and consistent results.

One general recommendation, based on the findings of our assessment of the 2014-
2020 methodology (see section Ex-post assessment of tracking in the EU budget 2014-
2020 above), and stakeholder feedback from the workshop held to discuss findings, is
that great care needs to be taken on the use of the 40% expenditure marker, with

budgetary matters and on sound financial management, as well as on new own resources, including a
roadmap towards the introduction of new own resources
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an increased focus on ex post evaluation of its accuracy. There are, as noted above,
two main categories of expenditure where this marking is used, both of which justify
further information-gathering through the course of implementation of programmes:

e The first category is where there is a clear understanding that the
expenditure does produce significant biodiversity benefits, but not
at a level which would justify a 100% marker. Here, there is a need for
continued assessment of the biodiversity impact of expenditure, in order
to identify whether it is having the expected impact, and whether steps
could be taken which intensify that impact.

e The second category, which is particularly relevant to structural funds
programmes, is where interventions are categorised in a way which
groups together expenditure with a biodiversity impact and
expenditure with little or no biodiversity impact: a case in point is
cohesion policy expenditure on wastewater treatment plants
(intervention field 022 in 2014-2020, 041 in 2021-2027 programmes). Ex
post assessment of the nature of the investments recorded under these
intervention fields would help to identify if the 40% marker is justified
(i.e. if a sufficient proportion of the investments are of a kind which can
be expected to have biodiversity benefits), and we recommend that this
should be a focus of relevant ex post evaluation studies.

A further recommendation, based in part on the uncertainty surrounding the use of
the 40% marker, addresses the Commission’s use of the information generated by the
tracking process in its public communications. Using the total of expenditure tracked
with the 100% marker, and the 40% of expenditure tracked with the intermediate
marker, and referring to it as “expenditure on biodiversity” is potentially misleading.
Commission communications material generally refers more cautiously to
“contributing to” or “addressing” biodiversity, and this approach should continue. The
Interinstitutional Agreement calls for the Commission to report on expenditure
“contributing to” halting and reversing biodiversity decline. A distinction could also be
drawn between the 100% tracked expenditure (where, generally, there should be a
high level of confidence that it is spending “on” biodiversity), and expenditure under
the 40% marker, which is a relatively crude estimate. We suggest formulations such as:

“The EU Budget spends [EUR Xbn], or [A%] of the total budget, directly on
biodiversity; and an estimated additional [EUR Ybn] on programmes which
contribute to biodiversity objectives. A total of [EUR Zbn], or [B%] of the total
budget is therefore estimated to contribute directly or indirectly to biodiversity
objectives."

In line with the Terms of Reference for this project, we have also provided a review of
possible alternative approaches to biodiversity tracking methodologies (see section
Alternative approaches to biodiversity tracking below). These could be developed
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further and implemented in the later stages of the current MFF or in preparation for
the following MFF, if the Commission’s view was that they represent a significant
improvement. This is, however, an issue which is wider than the current project can
address, given the legislative requirement for a biodiversity tracking methodology in
the 2021-2027 MFF, and the clear desirability of ensuring that the methodologies
adopted for biodiversity and climate expenditure are mutually coherent.

2.2.2 Programme specific recommendations

Table 7 below summarises our recommendations for each programme, and the
rationale underlying them. We have included recommendations covering a broader
range of programmes than those which were included in biodiversity tracking in the
2014-2020 period. Annex 2 provides more detail on our approach to each programme.

Table 7: Suggested approach to biodiversity tracking for each programme

Programme and main
elements

Suggested application of
markers

Rationale

Horizon Europe

Project level tracking as at
present, with relevant
expenditure under ERC
funding and Marie
Sktodowska-Curie Actions,
and research

Tracking methodology developed
for Horizon 2020 can be applied
to Horizon Europe. This includes
marking of biodiversity relevance
of “bottom-up” actions, which in
turn can inform definition of
metrics for ex-ante marking of

Marking at project level for
non-biodiversity focused
topics. Only expenditure
with relevant biodiversity
targets should be tracked.

Pillar 1 infrastructures. Application . .
.pp budget lines. Further guidance
of markers at project level . . .
. on marking biodiversity relevance
enables proportion of . .
. . of different research subjects,
biodiversity relevant _ .
. and defining consistent
expenditures to be . .
. . approaches to biodiversity,
estimated to inform ex ante . . .
o climate and digital tracking would
estimation.
be helpful.
. . Guidance is being developed on
Marking of relevant topics .g . . P
. . assessment of biodiversity
in work programmes, with a ..
. relevance of topics in work
particular focus on the .
“ . programmes; this could also help
Food, Bioeconomy, Natural L. .
. to ensure biodiversity
Resources, Agriculture and . L
. . ” mainstreaming in work
Pillar 2 Environment” Cluster.

programmes, calls and project
proposals, identifying the scope
for setting research objectives
and defining outcomes which are
relevant to the biodiversity
strategy.
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Likely to be limited

Current tracking includes funding
for the JRC (€4.2 m); tracking
methodology for JRC, EIT, Art 185

Pillar 3 potential, with tracking initiatives and financial
necessary at project level. instruments applies bespoke
approach rather than using
standard Horizon Europe IT tools.
InvestEU

Commission guidance on
climate and environmental
tracking

% marker applied in
accordance with the
Commission guidance

The relevant Annex of the
Commission guidance is based on
Annex VI of RRF and Annex | of
CPR. However, partners may
choose to use their own EU
Taxonomy aligned methodology
in reporting on climate, and
presumably biodiversity,
expenditure.

Expenditure identified by
partners on a voluntary basis
as meeting the definition of
biodiversity expenditure
under the Taxonomy
Regulation

100%

To note that this option will only
be available when the relevant
legislation on biodiversity
investments is adopted.

Expenditure identified by
partners on a voluntary basis
as meeting the definition of
either climate mitigation, or
climate adaptation
expenditure under the
Taxonomy regulation

40% (or proportion of the
investment relevant for
biodiversity)

Some projects under both climate
mitigation and climate adaptation
could have significant biodiversity
benefits; we recommend an
initial assumption of a 40%
contribution or by way of
estimating the proportion of the
investment benefiting
biodiversity

EU Space Programme

All expenditure

Case-by-case assessment of
each service to identify
proportion of expenditure
relevant to biodiversity

Current methodology
(Copernicus) reflects specificity of
programme and appears
accurate.

Connecting Europe Facility

Transport and Energy
projects

Isolation of biodiversity-
relevant expenditure for all
projects as part of the
biodiversity mainstreaming
approach; where a project
can with reasonable
confidence be identified as
making a net positive
overall contribution to

Significant expenditure is
expected on biodiversity-relevant
aspects in order to mitigate the
negative impacts of infrastructure
projects. However, the majority
of projects are expected to have
no net positive impact on
biodiversity, so it would be
inappropriate to include the
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biodiversity, the
biodiversity-relevant
expenditure can be tracked
at 40% or 100%, depending
on the significance of the
impact.

expenditure in biodiversity totals
except in cases where a net
overall positive contribution can
be demonstrated.

European Regional Development Fund and Cohesion Fund — based on Intervention Fields
defined in the Common Provisions Regulation

058: Climate adaptation/risk
management: floods

40%

The category description now
includes (but is not limited to)
ecosystem based approaches to
flood prevention. Neither 100%
nor 0% are appropriate. Ex post
assessment of what is funded in
practice would be valuable.

059: climate adaptation/ risk
management: fire

40%

Potential contribution focused on
prevention of fire in forest and
biodiverse habitats

060: Adaptation to climate
change measures and
prevention and management
of climate related risks:
others, e.g. storms and
drought

40%

The category description now
includes (but is not limited to)
ecosystem-based approaches to
storm and drought management.
Neither 100% nor 0% are
appropriate. Ex post assessment
of what is funded in practice
would be valuable.

065: waste water collection
and treatment

40%

40% overstates the connection
between waste water treatment
and biodiversity benefits. Ex post
assessment of investments
assigned this field, with a
subsequent adjustment of the
marker as appropriate, would be
useful. If a reduced /
intermediate rate band is
introduced in future (e.g. 10% see
Section Alternative approaches
to biodiversity tracking), it
could be appropriate to choose it
here; or if ex post evaluation
revealed that only a limited
proportion of projects had
primary or significant biodiversity
benefits, markers could be
applied on that basis .
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066: waste water collection
and treatment compliant

The same concerns as noted
above apply, as would any
lessons learned from ex post
assessment of the current waste
water treatment intervention
field. It will also be important to
ensure that this intervention
field, and the 40% marker, are
not used for investments which
are wholly or mainly concerned

with energy efficiency criteria 40% with improving energy efficiency
of existing plant, with no benefit
in terms of improved control of
emissions to water. Guidance
from the Commission could
usefully clarify that in such cases,
intervention field 026 (Energy
efficiency renovation or energy
efficiency measures regarding
public infrastructure) should be
used.
Some investments under this
heading can be very positive for

073: Rehabilitation of t?iodiversity;.others may have.

industrial sites and 40% I|tt‘Ie‘or no biodiversity benefit.

contaminated land This is another area where
updating the coefficient on the
basis of ex post evaluation would
be helpful.

074: Rehabilitation of Similar arguments to 073 apply.

industrial sites and The risks noted for 066 do not

contaminated land compliant | 40% apply here, since the “efficiency

with efficiency criteria criteria” refer to creating a
carbon sink.

078: protection, restoration 0

etc of Natura 2000 sites 100%
Subject to further assessment of

079: Nature and biodiversity how expenditure is categorised

protection, green 100% as “green infrastructure”, and

infrastructure whether it is always relevant to
biodiversity outcomes.

080 - Other measures to “Preservation a?nd r.estoration of

reduce greenhouse gas natural areas” implies a 100%

emissions in the area of 100% marker; but the example of

preservation and restoration
of natural areas with high

landfill gas capture is puzzling,
and suggests some projects may
be less relevant to biodiversity.
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potential for carbon
absorption and storage

We propose 100%, but it would
be helpful to have clarification
that landfill gas capture is only
relevant to this intervention field
when associated with restoration
of natural areas.

167 - protection,
development and promotion
of natural heritage and eco-
tourism

40%

Needs a careful assessment of
the balance of expenditure under
the intervention field — how
much is “protection”, and how
much is “eco-tourism
promotion”, and what are its
impacts.

European Social Fund +

Intervention Field 01:
Contributing to green skills
and jobs and the green
economy

Programme authorities may
identify expenditure as
relevant to biodiversity on a
case-by-case basis, with a
marker of 40% or 100%
depending on intensity of
impact

While the Intervention Field
added to the RRF Regulation
Annex (and which we assume is
also present in the Common
Provisions Regulation) is shown
as 100% for climate, it appears
unlikely that a high proportion of
the interventions under it will
target biodiversity. However,
adding an option for programme
authorities to identify relevant
expenditure may help increase
the profile of the option of
supporting biodiversity-relevant
skills and jobs.

Recovery and Resilience Facility

All expenditure that can be
assigned to an Intervention
Field in Annex VI of the RRF
Regulation

% marker applied in the RRF
Regulation, Annex VI

To be consistent with the
approach adopted for ERDF and
CF expenditure.

Just Transition Fund

All support

Same approach as for ERDF
and CF (above).

Intervention fields are designated
in the same way, under the CPR.
Our assumption is that there will
be a limited range of JTF
interventions which could be
relevant to biodiversity; although
site restoration (Article 4.2 (f))
may contribute projects falling
under Intervention Field 050.

European Agricultural Guarantee Fund and European Agricultural Fund for Rural Development

Commitments allocated to
CAP specific objective 1:

0%

No direct impact on biodiversity
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‘support viable farm income
and resilience across the
Union to enhance food
security’

Commitments allocated to
CAP specific objective 2:

‘enhance market orientation | 0% No direct impact on biodiversity

and increase

competitiveness’

Commitments allocated to

ﬁ:]Pp:’gf:':;:ggt;\;ii;on i 0% No direct impact on biodiversity

the value chain’

Commitments allocated to No automatic direct impact on

CAP specific objective 4: 40% biodiversity, but potential for

‘contribute to climate change significant benefits if measures

mitigation and adaptation’ are appropriately designed.

Commitments allocated to

CAP Specific Objective 5:

‘Foster sustainable . .

development and efficient A proportion of the co.mml'Fme.nts

management of natural 40% programmef:l uhde.r thI.S objective

resources such as water, soil could benefit biodiversity.

and air (Article 6(e)) -

excluding ANC
All commitments allocated under
this objective should have
biodiversity at their core, and the

Commitments allocated to Co.m.mission should ensure that

CAP Specific Objective 6: this is the case through the

‘Contribute to the protection fapprovals. proce.ss. Al .

of biodiversity, enhance 100% Interventions W|th.fund.|ng.

ecosystem services and allocated gnder this objective

preserve habitats and WOl.Jl.d be |ncI.ud(?d asllong as t.he

landscapes (Article 6(f)) anticipated biodiversity benefits
duly justified. This would include
any expenditure allocated to this
objective for the BISS and ANC
interventions.

Commitments allocated to

CAP Specific Objective 7:

‘attract young farmers and 0% No direct impact on biodiversity

facilitate business

development in rural areas

Commitments allocated to

CAP Specific Objective 8 0% No direct impact on biodiversity

‘Promote employment
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growth, social inclusion and
local development in rural
areas’

Commitments allocated to
CAP Specific Objective 9

‘improve the response of EU | 0% No direct impact on biodiversity
agriculture to societal

demands on food and health’

Commission technical

assistance expenditure 0% No direct impact on biodiversity

(0.25% of EAFRD total)

European Maritime Fisheries and Aquaculture Fund — based on intervention types defined in
Annex IV of the EMFAF Regulation

1. Reducing negative impacts
and/or contributing

Clear biodiversity focus.

to positive impacts on the 100%
environment and
contributing to Good
Environmental Status
2. Promoting conditions for No biodiversity relevance.
economically viable,
competitive and attractive 0%
fishing, aquaculture and
processing sectors
3. Contributing to climate Unclear precisely what types of
neutrality expenditure are likely to be
40% .
included here but some may have
additional biodiversity benefits
4. Temporary cessation of Our suggested marker assumes
fishing activities that some temporary cessations
of fishing activities are required
in order to address biodiversity
40% issues; in which case, the
availability of EMFAF expenditure
may make it easier for
Commission and national
authorities to take such action.
5. Permanent cessation of The impact of expenditure on
fishing activities biodiversity is indirect, since
support can be triggered only in
cases where an imbalance
40% between fishing opportunities

and fleet capacity is identified by
the relevant Member State (i.e. it
follows, rather than leads to, a
reduction in available catch).
However, the regulation requires
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that the reduction in fleet size be
permanent, which would have
lasting benefits in future years.
We also recommend further
research to assess the
biodiversity impact in practice of
temporary and permanent
cessation support, in order to
inform future programme design.

6. Contributing to Good
Environmental Status

Clear biodiversity focus.

through implementing and 100%
monitoring Marine Protected
Areas including Natura 2000
7. Compensation for Unlikely to be a biodiversity
unexpected environmental, 0% focus.
climatic or public health
events
8. Compensation for No biodiversity focus.
additional costs in Outermost | 0%
Regions
9. Animal health and welfare Subject to further clarity on what
is expected to be included under
0% “animal health and welfare”;
there does not appear to be an
obvious biodiversity benefit.
10. Control and enforcement On the assumption this primarily
concerns expenditure which
20% contributes to control and
enforcement beyond the
standard required of Member
States.
11. Data collection, analysis, A significant proportion of such
and promotion of marine expenditure is likely to have
knowledge biodiversity benefits. It might also
40% be useful to enable Member
States to propose a 100% marker
for expenditure which is primarily
focused on improving knowledge
of biodiversity issues
12. Maritime surveillance and Some evidence of a contribution
security 40% to better-targeted enforcement
of biodiversity and catch
legislation.
13. Community-led Local No clear biodiversity focus.
Development (CLLD) — 0%

preparation actions
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14. CLLD — implementation of
strategy

This may lead to some
overestimation; however, some
strategies should have specific
biodiversity impacts (rather

0,

40% than just a generalised focus
on sustainability); and such
approaches should be
encouraged.

15. CLLD — running costs and 0% No clear biodiversity focus.
implementation
16. Technical assistance 0% No clear biodiversity focus.

LIFE (Financial Instrument for the Environment)

Nature and Biodiversity

100%

To note that a link between LIFE
“strategic nature projects” and
more detailed tracking of EAFRD
expenditure may be possible in
future years.

Other sub-programmes

Case-by-case assessment of
projects

There may be scope for using
clearer criteria on biodiversity
tracking, and to ensure
consistency with NDICI
expenditure (see below).

Neighbourhood, Development and International Cooperatio

n Instrument

Geographic component

Application of markers on a
case-by-case basis, based
on Commission services
assessment of individual
projects or groups of
projects

Thematic component

Application of markers on a
case-by-case basis, based
on Commission services
assessment of individual
projects or groups of
projects

Particularly relevant to the Global
Challenge of “ensuring a healthy
environment and tackling climate
change”. Criteria for tracking
biodiversity expenditure, and
guidance on how to ensure
biodiversity mainstreaming, could
be valuable.

Rapid response component

Application of markers on a
case-by-case basis, based
on Commission services
assessment of individual
projects or groups of
projects

While there is less scope for
systematic inclusion of
biodiversity considerations in
crisis situations, there are cases
where a biodiversity marker has
been appropriate. Care should
continue to be taken to ensure

that positive markers are not
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applied simply because actions
are taking place in biodiversity
hotspots, and that there
continues to be a focus on
positive contributions.

Instrument for Pre-Accession Assistance (IPA Ill)

All expenditure

Application of markers on a
case-by-case basis, based
on Commission services
assessment of individual
projects or groups of
projects

Consistent with NDICI approach
above

Union Civil Protection Mechanism

Expenditure on forest fires

40%

While expenditure under the civil
protection mechanism is not
currently tracked as biodiversity
relevant, there is a good case for
considering emergency assistance
addressing forest fires as a 40%
contribution.

Technical Support Instrument

Biodiversity policy and
delivery support

Case-by-case allocation of
markers

Dependent on Member States
bringing forward requests for

assistance which are genuinely
focused on biodiversity issues.

2.3 Alternative approaches to biodiversity tracking

The Terms of Reference for our project asks us to “Explore opportunities for developing

an alternative tracking methodology to the current one”.

A key issue for the Commission to address in designing its tracking methodology is:
what is the tracking of biodiversity expenditure designed to achieve? Clarity on this
point will help the Commission in designing and adapting its tracking mechanism.
Among the possible rationales (some of which overlap) are:

- To demonstrate to international negotiating partners in the UN Convention on
Biological Diversity that commitments on biodiversity financing are being
met. This, for example, underpins the use of Rio Markers for Official
Development Assistance (ODA) expenditure.

- To track trends in biodiversity expenditures over time, so as to enable an
assessment of whether an increasing proportion of the EU budget is being
allocated to biodiversity priorities.
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- To compare biodiversity expenditures between Member States, enabling an
assessment of allocations of resources and how they vary across the EU;

- To encourage greater use of public expenditure to deliver biodiversity
objectives. This may be achieved by setting a challenging target which will not
be met without changes in spending priorities, to force the commitment of
more expenditure to biodiversity objectives.

- To assess whether biodiversity policy has been sufficiently mainstreamed in
spending programmes;

- To demonstrate to co-legislators, citizens, and civil society organisations that
national or EU-level expenditure is appropriately focused on biodiversity
policy (which could be in association with a numerical target for expenditure);

- To identify whether a funding gap identified for achieving biodiversity
objectives is being filled; and how much more needs to be done if it is not.

In practice, of course, the Commission is committed, both politically and in the
legislation establishing the MFF, to monitoring biodiversity spending against the
ambition of dedicating 7.5% of the 2021-2027 MFF to biodiversity as of 2024, and 10%
as of 2026; and had already committed in the Biodiversity Strategy to unlocking “at
least €20 billion a year ... for spending on nature”’’. These ambitions are relevant to
the fourth and sixth indent identified above; but it will be important to develop a clear
view of what is intended to be achieved by the application of these ambitions/targets.
We recommend that the Commission develops a clear statement of its rationale
for biodiversity tracking, and the policy outcomes it aims to achieve through its
implementation.

Each of the potential rationales identified above requires that the methodology for
tracking biodiversity expenditures is as robust as possible and fit for the purpose to
which it is designed. However, each rationale has its own implications for the
methodology chosen. For example:

e Reporting expenditures internationally, under the UN CBD and OECD DAC,
suggests a need to adhere to the Rio-markers methodology;

e Reporting trends in biodiversity expenditures over time requires a consistent
approach — either adhering to the same methodology over time or adjusting
the assessment to re-estimate the analysis correcting for changes in
methodology; this may conflict with the need for a comparison of
methodologies between Member States and the EU level.

e Comparison of expenditures between Member States requires a common
methodology to be used across the EU; this may conflict with the need for
consistency over time.

"1 "EU Biodiversity Strategy for 2030: brining nature back into our lives”, COM (2020) 380, p 17
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e Comparison of expenditures against needs requires both to be defined in
similar units and applying common definitions.

If the objective is to encourage greater mainstreaming, mechanisms like those used in
shared management programmes, which do not require specific decision-making or
reporting by national and regional authorities, may be less appropriate. If the rationale
is focused on demonstration, there is a risk that tracking decisions tend to
overestimate the true biodiversity-relevance of expenditures, in order to ensure that a
political commitment is seen to be delivered. This may be particularly relevant if those
making tracking decisions need to demonstrate a particular level of biodiversity
expenditure in order to access funding (see the concerns outlined in Annex 2, section
5). The objectives also have implications for timing of tracking efforts — i.e. the extent
to which tracking aims to quantify expenditures in advance for planning purposes
and/or takes place after spending occurs, to assess actual expenditures as accurately
as possible. The current methodology relies on an approach broadly based on the
OECD Rio Markers’?; however, the OECD's handbook makes it clear (p.6) that

“.the markers are considered descriptive rather than strictly quantitative.
Instead, they allow for an approximate quantification of [ ... ] finance flows".

Because of the need for methodologies to be consistent over time, and across the EU,
and linking to international reporting methods, caution needs to be exercised in
considering any divergence from the current OECD Rio Markers approach.

The following changes in methodology could be considered:

An increase in the number of markers/changes in % factors applied: The
use of the Rio Markers approach, and the Commission’s choice of the 100%,
40%, and 0% factors to apply to them, addresses to some extent the problem
of a binary approach (in which expenditure is judged either to contribute or not
to contribute, i.e. 100% or 0%); but it still leaves significant boundary issues. The
application of only three markers has been criticised for being coarse, and the
use of a 40% marker for any expenditure deemed to have a significant but not
primary biodiversity objective may be seen as arbitrary. For example, the
Commission’s approach to climate tracking for CAP Direct Payments in the
2014-2020 period was criticised by the ECA and others for being over-
generous’3, but arguably any approach to applying 40% or 100% markers to
such a significant proportion of the EU budget would fail to provide meaningful
and accurate information. Ireland’s report on biodiversity tracking in the
national budget (see Annex 2 below) used 6 coefficients (100%, 75%, 50%, 25%,

2 See "OECD DAC Rio Markers for Climate: Handbook”, OECD. https://www.oecd.org/dac/environment-
development/Revised%20climate%20marker%20handbook FINAL.pdf

73 European Court of Auditors (2020) Tracking climate spending in the EU budget. Review No 01/2020,
European Court of Auditors, Brussels.
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5%, 0%), with a trade-off in increased complexity against the ability to make
more appropriate judgements for expenditure with less than a 100%
contribution. The small number of markers defined in the OECD methodology
is most problematic where they are applied to broad expenditure lines such as
the CAP.

Any system applying percentages to categories of expenditure will face
boundary issues. However, introducing more categories, particularly below the
current 40% marker (e.g. a 10% marker for expenditure which has minor impacts
on biodiversity) could reduce the problem that marginal decisions on very large
areas of expenditure have a significant impact on the overall tracking data
reported (a key problem for the Commission, given the CAP’s impact on overall
tracked expenditure). An alternative would be to apply markers at a more
granular level, with case-by-case assessments, either at the level of Member
State programmes or at the level of individual articles in legislation, and
potentially informed by ex-post assessments of the biodiversity relevance of
expenditures in recent years, rather than a blanket assumption that all
expenditure in a given category or investment field should have the same
marker applied. This effectively enables a wider range of percentage markers to
be applied (e.g. X% of a budget line could be marked at 100% and y% at 40%
based on historic experience), while still being consistent with the Rio markers
approach. However, this implies significantly greater administrative input, and
a risk of inconsistency in decisions on which markers to apply.

Moving away from markers - identifying expenditure which contributes
to biodiversity outcomes without identifying intensity: An alternative would
be to recognise that boundary issues create significant problems in assessing
expenditure totals, and that information on where expenditure has been
biodiversity mainstreamed is more relevant. The French Government has
introduced a system’* which assesses whether expenditure lines are favourable,
neutral, or unfavourable in respect of six types of environmental impact
(essentially, the six environmental dimensions identified in the Taxonomy
Regulation). The assessment is made on the basis of either the stated objectives
of the expenditure or proven impacts in practice; no additional assessment is
made of the intensity of the favourable impacts. This leads to the identification
of totals of expenditure which are “favourable” to biodiversity, rather than the
identification of expenditure "on” biodiversity. Such an approach would fit best
with a rationale that focuses on assessing whether mainstreaming has taken
place, rather than one based on meeting a quantitative expenditure target. It
might also be difficult to apply to expenditure under shared management,

4 See “Rapport sur I'impact environnemental du budget de I'Etat”, September 2020
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where the impact of programmes in different Member States and regions may
vary.

A focus on the EU biodiversity strategy for 2030: One weakness of the
current tracking methodology is that it does not provide a good measure of the
extent to which the EU budget is focused on delivery of the EU biodiversity
strategy. All expenditure with a favourable impact on biodiversity is, in principle,
tracked, regardless of whether the expenditure is targeted on the priority areas
identified under the strategy. One option for achieving a greater focus on the
strategy would be to focus attention primarily on expenditure identified in each
Member State’s Prioritised Action Framework (PAF) under Natura 2000 as a
reference point, since there is a much greater confidence that these funds will
be aimed at biodiversity outcomes. This approach could potentially involve
tracking expenditures according to their contribution to more than one type of
biodiversity objective — e.g. overall relevance for biodiversity, relevance for
delivering the 2030 strategy, and relevance for implementing the Nature
Directives/ Natura 2000 network. While this multi-tier approach to tracking
could yield valuable data for policy makers, it would also significantly increase
the administrative effort involved.

A greater focus on measuring outcomes of expenditure: One option
identified by researchers on climate tracking is to track only expenditure which
sets clear mitigation objectives commensurate with the level of public
investment. This is more problematic for climate adaptation, and similarly for
biodiversity tracking, which lack the simple carbon metric of climate mitigation.
However, a system could be envisaged which is based on greater ex ante setting
of biodiversity policy objectives for expenditure, with clear monitoring of the
achievement of biodiversity outcomes in practice, and only expenditure with
significant, relevant outcomes being considered as a contribution to a
biodiversity expenditure target.

Including an assessment of negative biodiversity impacts of expenditure:
Finally, the current methodology does not address potential negative impacts
on biodiversity of other expenditure under the EU budget. In principle, such
expenditure should be avoided. The adoption of the 8" Environmental Action
Programme in March 2022 marks a further EU commitment in that direction,
with a commitment to "phasing out environmentally harmful subsidies, in
particular fossil fuel subsidies, at Union, national, regional and local level,
without delay”’>. However, expenditure with negative impacts clearly does take

> See Article 3 (h), “Decision of the European Parliament and of the Council on a General Union
Environment Action Programme to 2030, March 16 2022". The official journal text is not available, although
the informal text can be found on the European Parliament website, and in the Council documents register
at PE-CONS 83/21.
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place, in particular through infrastructure development, or expenditure which
risks encouraging over-exploitation of natural resources, and is likely to
continue at some level in future. While EU nature legislation, and a range of
requirements in shared management programmes, should mitigate such
negative impacts, tracking expenditure which (despite mitigation) nevertheless
has significant negative impacts would provide a clearer and more accurate
depiction of the overall impact of the EU budget on the delivery of biodiversity
targets. However, mechanisms to identify such expenditure are likely to require
case-by-case assessment of projects and other commitments of expenditure,
so may be difficult to combine with a system based on low administrative costs.
To the extent that approaches based on applying the Taxonomy Regulation’s
“do no significant harm” criterion are successfully implemented, tracking
negative expenditure may be less necessary.

2.4 International reporting on biodiversity expenditure:
towards a common EU approach

One further source of potential insights into how domestic biodiversity expenditure
can be tracked is the reporting by the EU and Member States under the Financial
Reporting Framework of the UN Convention on Biological Diversity (CBD). The
Financial Reporting Framework is a template intended for use by Parties to the CBD in
providing baseline information and reporting on their financial contribution to reach
the global financial targets under Aichi Biodiversity Target 207® and the 2014
Conference of the Parties in Decision XII/3 ‘Resource mobilisation’.”” Article 3 of the
decision states that progress towards the target will be reviewed based on information
provided by the parties in their Financial Reporting Frameworks. Articles 24 to 33
further describe the reporting framework mechanism and its implementation. Parties
to the Convention were requested to provide financial information in 2015, and then
on a regular basis thereafter; information was to cover both international finance flows
and current levels of domestic biodiversity expenditure.

In practice, the performance of Member States in reporting to the CBD under the
framework has been patchy, particularly in respect of domestic expenditure. While
reporting on international flows can rely on a common methodology, in the form of

76 "By 2020, at the latest, the mobilization of financial resources for effectively implementing the Strategic
Plan for Biodiversity 2011-2020 from all sources, and in accordance with the consolidated and agreed
process in the Strategy for Resource Mobilization, should increase substantially from the current levels.
This target will be subject to changes contingent to resource needs assessments to be developed and
reported by Parties.” UNEP/CBD/COP/DEC/X/2, 29 October 2010,
https://www.cbd.int/doc/decisions/cop-10/cop-10-dec-02-en.pdf.

" UNEP/CBD/COP/DEC/XII/3 17 October 2014, https://www.cbd.int/doc/decisions/cop-12/cop-12-dec-
03-en.pdf.
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the Rio Markers (see further information in section below), there is no equivalent
standard for reporting on domestic expenditure. A total of 22 Member States provided
information on their domestic biodiversity expenditure in the 2015 reporting exercise,
covering both amounts of expenditure and a description of the methodology used to
calculate them; in the 2020 exercise, only 7 Member States provided information (via
the report on behalf of the EU)’. In contrast to the 2015 returns, little information was
provided in 2020 on the methodologies used to identify domestic biodiversity
expenditure, and, as Table 8 below shows, the amounts reported varied significantly
when compared with other mechanisms for estimating domestic biodiversity
expenditure at Member State level. We have used as a comparator the Eurostat
Classification of the functions of Government data, which is described in more detail
in section 4.3.1 below. As section 4.3.3 notes, there may also be some biodiversity
benefits from wider expenditure under the "environment" heading of the COFOG
categorisation, so we have included as an additional point of comparison a broader
estimate based on applying a 40% coefficient to additional categories of
environmental expenditure.

As can be seen from the table, even for those Member States reporting domestic
expenditure via the EU submission there is little consistent relationship between the
data reported to the CBD, and the data available from Eurostat — for some, the COFOG
figures are higher, for some they are lower. We sought further information from these
Member States through a questionnaire, supplemented by follow-up correspondence
and interviews in some cases, and are grateful for the input from relevant national
officials; a full analysis of the information provided is being passed to the Commission
alongside this final report.

Key points that stand out are that:

- Some CBD submissions are based on central government expenditure only, and
do not attempt to estimate finance from local or regional authorities; others
aim to include wider government expenditure.

- Some submissions also include estimates of private sector and NGO
expenditure on biodiversity.

- Some submissions include both the EU budget and national cofinancing
elements of ESIF and rural development expenditure; some exclude the EU
budget contribution.

- Some submissions were based on an admittedly subjective assessment of which
projects were considered as “biodiversity expenditure”; others attempted a

78 See "Submission by the European Union and its Member States to CBD Notification 2021-034
Information regarding Financial Reporting Frameworks from the EU and its Member States”, available on
the CBD website
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more systematic approach, including through the application of percentage
markers.

Table 8: Comparison of CBD reporting and Eurostat data on domestic biodiversity expenditure

Biodiversity expenditure reported by Member States in 2019 (million Euros)
COFOG direct
Member biodiversity expenditure COFO;E::\Z?:;" total
State General ((;::::::II: expenditure wit‘lll 40% EERee s
government State marker’®
government

Bulgaria 5.9 11.7 172 10.7*
Germany 1772 10075 1724.0
Malta 41.9 83.7 119 41.9
Poland 97.5 199.5 1214 263.8
Portugal 171.2 342.4 677 394.1
Slovenia 21.1 45.6 130 9.5
Sweden 166 336.1 1106 735.0

* 2020 data

Colour-code:

COFOG data similar to expenditure reported to the CBD
COFOG data higher than expenditure reported to the CBD
COFOG data lower than expenditure reported to the CBD

Source: General government expenditures by function (Eurostat, 2019); EU submission to the CBD,
2020 (see footnote 78)

This lack of consistency, together with the limited number of Member States reporting,
means that the data is of little value in providing international partners with an
understanding of what finance is being mobilised domestically to deliver the objectives
of the CBD. Although we are aware that the Commission and the then Council
Presidency pressed Member States to provide data, there was a disappointing
response (possibly because of technical challenges in collating and submitting data).
While we have not examined other Parties’ financial reporting, it is at least possible
that similar inconsistency in data affects a broader range of submissions to the CBD.

Addressing this issue at EU level is not straightforward. The Commission does not have
regulatory levers at its disposal; it is unlikely that any attempt to legislate would meet
a Commission interpretation of the subsidiarity principle, still less find favour with the
Council. Attempts to achieve a voluntary harmonisation have not been successful in

" This data is not reported in this form by Member States; it represents our calculation, based on the
COFOG data reported.
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the past. We recommend an approach to future reporting cycles based on the
following:

- Commission and Member States to support broader efforts to harmonise
financial reporting to the CBD;

- Commission to provide Member States, 2 years in advance of reporting
deadlines, with a clear voluntary template for reporting on domestic
expenditure, aiming at least to identify expenditure directly addressing
biodiversity objectives; and to encourage Member States to provide a full
description of the methodology used highlighting any divergence from the
suggested common approach;

- Encourage Council Presidencies to find time for discussion of CBD financial
reporting in relevant Council working groups, on the basis of early returns from
Member States, in order to focus attention of national officials on the issue (and
on the need for consistency of reporting), and;

- As a fallback, in the event of significant gaps or inconsistencies in reporting,
Commission and Council could, on behalf of the EU, provide illustrative
estimates in the EU report based on COFOG data, potentially using category
05.4 expenditure as a lower bound estimate, supplemented by a higher estimate
based on inclusion of other categories of environment expenditure with a 40%
marker applied.

2.5 Biodiversity tracking: Summary of recommendations on
improving tracking methodology

The focus of Task 1 was to provide a set of detailed recommendations for improving
the biodiversity tracking methodology. The urgency introduced by the introduction of
a legislation requirement to monitor biodiversity spending against a specific ambition,
however, changed the focus of the task, with a much greater emphasis on assisting the
Commission in its consideration of the tracking methodology to be applied from the
beginning of the new MFF.

Our detailed recommendations on immediate tracking options are summarised in
section 2.2 above, and explained in more detail in Annex 2. They should be read in the
light of the contextual information provided at the beginning of that section. In
particular, we have focused on ensuring that the recommendations are consistent with
the Commission’s current broad approach to biodiversity tracking, while responding
where necessary to significant changes in design of programmes, and avoid the
imposition of significant additional administrative burdens, and avoid inconsistency
with the approach adopted to climate tracking.

The initial design of the project included a greater focus on more radical changes to
the biodiversity tracking methodology. The decision by the co-legislators to require a
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biodiversity tracking methodology, and the clear desirability of consistency with the
climate tracking methodology, has meant that (in agreement with the Commission) we
reduced the focus on these alternative options. In addition, we have found fewer
relevant Member State systems for comparative purposes than we had hoped. Section
Alternative approaches to biodiversity tracking above offers a number of possible
directions for a different, or significantly modified, approach to biodiversity tracking.
One recommendation we can make based on this assessment is that the design of a
tracking methodology should be closely related to the policy purpose of expenditure
tracking, and it would be valuable for the Commission to set out more clearly how it
understands that policy purpose. And, while there may be little scope for replacing the
current methodological design, based on a Rio Marker 100%/40%/0% structure, there
may be value in a parallel assessment of all or parts of the EU Budget on the basis of
an alternative design, carried out as a one-off exercise, in order to compare results
with the official tracking methodology and gain insights into the range of biodiversity
impacts from EU expenditure, and options for improving those impacts.
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3.BIODIVERSITY FINANCING: ASSESSMENT OF
THE FINANCIAL NEEDS TO IMPLEMENT THE
BIODIVERSITY STRATEGY FOR 2030

Subtask 2.1 aims to assess the financial investment required to implement the
objectives of the Biodiversity Strategy for 2030. This will then be compared against
the estimates of previous financial expenditure on biodiversity in the EU undertaken in
subtask 2.2, to explore the estimated gap in financing that may be expected in future
years to 2030.

3.1 Methodological approach taken to Subtask 2.1

The project team has adopted a methodological process for this subtask that is broadly
consistent with the Biodiversity Financial Needs Assessment as found in the 2018
BIOFIN Workbook developed by UNDP®. The BIOFIN approach was initially designed
to assist developing countries to develop rigorous assessments of financial needs
associated with biodiversity outcomes; however, it is essentially a stepwise and
transparent process for assessing financial needs and is entirely applicable to the EU
process. The BIOFIN methodology involves six logical steps as described below for the
project.

The BIOFIN methodology involves six logical steps as described below for the project.

e Step 1: prepare an appropriate team, define key stakeholders and roles, and
develop a consultation plan. For the current project, this was undertaken in
selecting the consortium, and stakeholders were identified in the inception
report.

e Step 2: define the scope and clarify the components of the biodiversity targets.
This was undertaken by the project team through distinguishing between
‘baseline’ biodiversity expenditure through to 2030, and then additional
expenditure needed to deliver the BDS for 2030. To identify the latter a detailed
analysis of each objective of the BDS for 2030 was undertaken.

e Step 3: desktop data collection and costing estimates. This was recorded by the
consortium in an Excel spreadsheet, the results of which are provided in the
sections below, and which will be made available to the Commission.

e Step 4: refine costs with expert input. This was carried out through consultation
with key stakeholders, both at the project workshop and subsequently.

e Step 5: analyse costing results. This involved incorporating adjustments
developed through the consultation process.

8 UNDP (2018). The BIOFIN Workbook 2018: Finance for Nature. The Biodiversity Finance Initiative.
United Nations Development Programme: New York.

79



Step 6: estimate unmet finance needs. This involves a comparison with the
finance estimates developed under Task 2.2.

To estimate financing needs, the project team distinguished between baseline
expenditure on biodiversity in the EU that will occur even in the absence of the BDS
for 2030, and additional expenditure that will be incurred to achieve the specific
objectives of the BDS for 2030. Financing estimates were then developed of the
costs that are likely to be incurred to deliver on those objectives by all parties (the
EC, Member State and sub-national governments, and non-government actors),
after considering overlaps between objectives (whereby the delivery of one
objective also delivers in part or in whole of another). Figure 3, below, provides a
representation of the methodological approach used in this subtask.

Figure 3: Methodology for Estimating Financing Needs

Baseline Expenditure 41 Objectives of BDS
to 2030

+ Individual Objectives
Defined

> Each Objective Costed

+ Overlaps Between
Objectives Considered

Total Investment to
Deliver BDS to 2030

It is important to note that the methodology involves several key decisions:

The methodology seeks to assess financial needs for delivering the BDS for
2030. We interpret this to mean the direct financial expenditures (combined
with baseline nature expenditure) that will be required to achieve these objec-
tives.

We adopt a broad interpretation of the scope of entities undertaking financial
expenditures to achieve the outcomes: this includes any agencies of the Euro-
pean Commission, any agencies of the individual Member States at any gov-
ernmental level, and expenditures from any affected non-government actors
(such as farmers, landowners, private businesses).

Any further impacts of delivering the strategy on different actors, including re-
duced future revenue streams or other limits on economic activity due to im-
plementation of the strategy (so called "opportunity costs”) are included where
they are compensated and/or reflected in incentives paid to deliver the actions
required.
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e As supporting information about the objectives is lacking at this early stage,
judgements must be made by the consortium about what each of the objective
means in practice.

This last point is critical to understand in order to be able to interpret the results
produced in this report appropriately. As at the time of undertaking this study (end
2021 and early 2022), the BDS for 2030 is a collection of ambitions, actions and
intended outcomes relating to biodiversity within the EU to 2030 — these are called
‘objectives’ within this report. While some have been defined in some detail, many
have so far only been defined at a high level by the EC, without a detailed work plan
or costings. Indeed, how they will be delivered in practice is subject to significant
additional policy work outside the scope of this project.

The purpose of this subtask is to establish the expected broad scale of financial cost
needed to deliver on the BDS for 2030, in the absence of this detailed planning and
costing for each component. Thus in some cases assumptions and estimates must
inevitably be used, based on existing information and expert opinion.

Additionally, as noted elsewhere in this report, in several cases the commitment of
expenditure needed to deliver on one objective is also likely to contribute to one or
more other objectives of the Strategy. For example, ecosystem restoration investments
are likely to contribute to reversing pollinator decline. In the absence of detailed work
plans, it is not possible to estimate precisely the scale and nature of this overlap, but
to ignore overlaps would be likely to significantly overestimate the total scale of
investment needed to deliver on the BDS for 2030 as a whole. The project team has
therefore considered overlaps when they are likely to occur, although we have not
been able to estimate this overlap in fine detail due to the absence of detailed work
plans for each separate objective.

3.1.1 Distinguishing ‘baseline’ EU biodiversity investment needs from
those introduced by the Biodiversity Strategy for 2030

The scope of Task 2.1 of this project is to assess the financing needs of implementing
the Biodiversity Strategy for 2030. The methodology adopted to estimate this has
focused on the additional action needed from 2021 to achieve the objectives and
deliver on the actions identified in the Strategy.

However, this estimation of the marginal increase in activity must assume a starting
point of financing for biodiversity that the additional financing requirements of the
Strategy build upon. As detailed in Task 2.2, which identifies biodiversity expenditure
from 2014 to 2020, there has been considerable and increasing expenditure from
public and private sources on biodiversity in recent years. This ‘baseline’ expenditure
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on biodiversity must be continued and is not included in costings for the individual
Objectives of the Strategy undertaken within this study. Conceptually, this is the
investment that will be needed to underpin additional investments to deliver on the
Strategy to 2030.

There is no methodology that can be implemented simply and perfectly to establish
the ongoing baseline expenditure that will be needed for biodiversity in addition to
costings of the objectives of the BDS for 2030. The previous biodiversity expenditures
estimated in Task 2.2 from 2014 to 2020 are not individually itemised, but rather are
provided in aggregate form across the EC, Member States and private sector.
Additionally, some expenditures from the past are one-off additions that will not need
repeating (such as an investment to add an area to the Natura 2000 network), while in
future expenditure will be needed to appropriately maintain the biodiversity values
associated with those additions.

Lastly, it must be recognised that the state of biodiversity within the EU was not
perfectly in balance in 2020. The support study for the Evaluation of the Biodiversity
Strategy to 2020%" found that despite the identification of successful biodiversity
actions, they have been insufficient to prevent continued biodiversity loss.

In the absence of the ability to estimate a ‘bottom-up’ baseline expenditure for
biodiversity in 2020, we have made the assumption that the scale of biodiversity
investment provided by all sources in 2020 is at least that which must be maintained
in subsequent years to avoid further decline in key biodiversity indicators.

Based on data assembled in Task 2.2, we estimate an annual baseline expenditure with
the following composition:

e Expenditure on biodiversity from the EU Budget at EUR 13.63 billion annually
(in 2020) - see Section EU level funding for detailed analysis.

e Member State expenditure on biodiversity at EUR 12.7 billion annually, drawing
on estimated Member State expenditure as reported in COFOG 05.5 (protection
of biodiversity and landscape, which has a 100% Rio marker and specifically
targets expenditure whose primary purpose is related to biodiversity) to 2019
(most recent data) and projected forward based on trend data to 2020. See
Section Member State domestic expenditure for detailed analysis.

e Private sector expenditure of EUR 370 million annually, comprising most recent
expenditure data for green bonds, philanthropic and NGO expenditure.®

Taken together, in 2020 the scale of this baseline expenditure supporting biodiversity
is estimated at EUR 26.36 billion per year. The project team assumes the need for this
baseline expenditure annually from 2021 to 2030, to underpin existing biodiversity

8 Trinomics et al, 2021. Not yet published.
& This is an imperfect estimate based on available data, discussed further in Subtask 2.2
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settings within the EU over this time period. Additional expenditure is estimated for
the implementation of each component of the BDS for 2030 on top of this baseline, as
described below.

3.1.2 Defining the objectives of the BDS for 2030

The EU BDS for 2030 is defined as a “...comprehensive, ambitious and long-term plan
to protect nature and reverse the degradation of ecosystems. The strategy aims to put
Europe's biodiversity on a path to recovery by 2030, and contains specific actions and
commitments.”83

As a strategic document, the Strategy combines a mix of specific actions as well as
broader ambitions and objectives across different ecosystems and approaches to
intervention. However, at 23 pages in length, the core communication does not fully
detail each component identified in the Strategy, and clearly additional work will be
undertaken in the intervening years to build specific work plans for each relevant
aspect of the Strategy. The EC also provided the project team with a tracking table
identifying 101 “actions’ to be delivered as part of the Strategy that was also considered
by the project team.

As the project team has been tasked with estimating the financing needs of the
Strategy, we have analysed the Communication and the Commission’s progress
tracking table, and identified distinct actions and outcomes sought by the Strategy, to
allow separate definition and costing. These are defined as ‘objectives’ in this report,
and there are 41 such objectives identified. Please see Appendix 1 for detailed
assessment of each Objective of the BDS for 2030.

The methodology breaks down each objective into specific actions and each action
into “quantifiable activities”. The actions that compose each of the objectives are a
synthesis of the Strategy’s actions drawn from the Commission’s progress tracking
table and actions identified by the team as necessary to be undertaken for each of the
objectives to be delivered. Implementation action by all parties were considered within
this scope (EC entities, Member States, non-government entities).

Inevitably, in the absence of official detail, a number of assumptions on
implementation has been made by the project team. Some overarching assumptions
are explained in the next section, and individual assumptions made for specific
objectives are provided in the relevant sections.

8 https://ec.europa.eu/environment/strategy/biodiversity-strategy-2030 _en
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3.2 Key data points and assumptions used in Sub-task 2.1

As noted above, our approach to estimating the financial needs of the BDS for 2030
involves the individual assessment of each of the 41 objectives (see Table 11 in section
3.3) of the BDS, considering administration costs of the EC and Member States required
to implement the objectives, as well as the on-the-ground® implementation costs of

each objective.

As it is not possible to estimate accurately the administrative costs expected to arise
from each individual objective based on EC planning, we have developed a number of
consistent assumptions to use across the objectives, which have then been applied to
each objective based on the consortium’s knowledge of the function and experience

in similar tasks.

These data points are provided in Table 9 below.

Table 9: Consistent data applied to multiple objectives

Description

Support from
external
specialised
consultants

Organising and
attending
meetings

Average annual
salary European
Commission

Annual salary in
MS public
administration
(EU average)

Assumed cost
methodology

We assume a fixed
amount for each external

Assumption

specialised assistance €EUR 250,000
activity when data is not

available on e-tendering

Assumption based on

possible travel costs, €EUR 20,000

equipment, and other
logistics.

Average calculated from
average salary of staff in
function groups AD and
AST

€EUR 114,132

Total labour costs per
NACE economic activity
is estimated by Eurostat.
We assume that the EU
average cost per public
administration employee
per year is given by the

€EUR 44,898

Source

Consortium assumption
based on consulting
experience

Consortium assumption
based on consulting
experience

https://eur-
lex.europa.eu/

legal-
content/EN/TXT/PDF/

2uri=CELEX:52020XC1211

0D&from=EN

https://ec.europa.eu/eur

ostat/

databrowser/view/LC
NCOST R2 custom 354
128/

default/table?lang=en

8 'On the ground’ or ‘on-ground' refers to physical implementation of an action (as opposed to an

administrative action).
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EU-27 total labour costs
per employee of the
"Public administration
and defence; compulsory
social security" category.

https://eur-

lex.europa.eu/
EC: €EUR 22,826 legal-

MS: €EUR 8,980 content/EN/TXT/PDF/
2uri=CELEX:52020XC1211

Low 10% of 2 employees over
administrative 12 months. Average FTE
services cost for staff

(0N &from=EN
https://eur-

lex.europa.eu/
EC: €EUR 114,132 | legal-

MS: €EUR44,898 content/EN/TXT/PDF/
2uri=CELEX:52020XC1211

Medium 50% of 2 employees over
administrative 12 months. Average FTE
services cost for staff

(0N &from=EN
https://eur-

. . lex.europa.eu
High 100% of f full
'9 00% of Sxstaftfull time 0 ep 2 570,660 Ieqal-

€EUR 224,490 content/EN/TXT/PDF/
2uri=CELEX:52020XC1211

administrative over 12 months. Average
services FTE cost for staff.

0N &from=EN

3.2.1 Considering overlaps

Considering each objective of the BDS for 2030 individually allows for a consistent and
transparent methodology for estimating financial costs of implementing each
objective. However, to consider the financial expenditure of each objective
independently of all others would ignore the impact that action on one objective can
have on another — this would risk double-counting costs across the objectives.

Thus a key methodological choice made by the project team in this assessment is to
recognise that the implementation of some specific objectives will also contribute to
the on-the-ground implementation of a number of other objectives, thus reducing the
total implementation costs across those objectives, and to identify and quantify this
overlap in each case. This choice helps to ensure that double-counting of financial
needs is avoided.

As an example, Objective 16 is to restore at least 25,000 km of free-flowing rivers. At
the same time, Objective 6 proposes legally-binding nature restoration targets by 2021
with estimated investment including ecosystem surveys, development of restoration
plans, administration, reporting and most importantly, restoration work in each
Member State to meet restoration targets estimated to cost EUR 11.7 billion to 2030.
It is an assumption of the project team that this expenditure includes the investment
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that will be needed for on-the-ground implementation to meet the restoration of at
least 25,000 km of free-flowing rivers.

The key overlapping expenditures on objectives are summarised in Table 10.
Table 10: Consideration of overlapping expenditure on objectives

Objective Overlap description

The costs for the legal protection of land and sea include

the cost for the designation of strictly protected land

areas and seas (Objective 2) and cover some of the costs
1: Legally protect 30% of EU’'s | for the development of ecological corridors (Objective 3).
land and 30% of EU'’s seas The cost for the designation of marine protected areas
overlaps with costs under Objective 17, which aims to
reduce the negative effects of fisheries and extractive
activities in marine habitats and species.
Implementation costs for this objective also account for
the management and monitoring of marine protected
areas, which aim to reduce the negative impacts of
fisheries and extraction activities on sensitive marine
habitats and species under Objective 17.
On-the-ground implementation costs for this objective
also account for on-the-ground implementation needs of
Objectives 3,7, 8, 10, 12, 14, 16, and 21. Urban ecosystem
restoration is assumed to be covered by action in relation
to Objective 19 (ambitious urban greening strategies).

4: Effectively manage all
protected areas

6: Propose legally binding EU
restoration targets

7: Protected habitats and

species show no

deterioration and at least The costs for achieving this objective overlap with the
30% reach favourable costs for delivering Objectives 4, 6, and 17.

conservation status or show a

positive trend

It is assumed that Objectives 1, 2, 4, 6, 7, and 9 will
account for on-the-ground actions required to reverse the
decline of pollinators.

On-the-ground costs of Objective 20 on the elimination or
minimization of pesticide use in sensitive areas is assumed
to be completely covered by action under Objective 9.
Objective 12 is an input to the delivery of objectives 9, 10,
11 and 13, and as such is not viewed as imposing
additional costs.

16: Restore at least 25,000 km | The restoration costs involved in achieving the objective
of free-flowing river of this objective are estimated under Objective 6.

8: Reverse the decline of
pollinators

9: Reduce the use of chemical
pesticides

12: Increase the uptake of
agro-ecological practices
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3.3 Summary of financial needs

This section summarises the overall financing needs for delivering each of the
identified objectives of the Biodiversity Strategy for 2030, as well as summary estimates
of baseline biodiversity financing needs over the same time period. As can be seen in
the summary table below, according to our estimations, the total financing needs for
achieving the objectives of the Strategy amounts to about EUR 481.48 billion
(undiscounted) between 2021 and 2030, including baseline biodiversity expenditure.
This translates broadly to an annual financing need of EUR 48.15 billion per year.

The most significant expenditures are expected to be undertaken under objectives that
require on-the-ground restoration / conservation work. More specifically, the financing
needs related to the expansion and connectivity of a network of protected areas
(Objectives 1 to 4 and 7) are estimated at about EUR 53.3 billion until 2030. The legally
binding restoration targets (Objective 6), which at the time of writing are expected to
be proposed soon by the Commission, are estimated to require the highest level of
investment, totalling about EUR 64.1 billion between to 2030. Delivering on the
Invasive Alien Species objective is estimated to require EUR 37.7 billion over this time
period. The agriculture-related actions of the Strategy (Objectives 9 to 13) are
estimated to require about EUR 12.4 billion until 2030, while marine biodiversity
actions under Objective 17 are estimated at around EUR 396 million by 2030, although
marine objectives are likely underestimated given the current absence of detail relating
to the composition of key actions (such as the Action Plan to conserve fisheries
resources and protect marine ecosystems- which is under development).

The project team has attempted to place expenditure needs across the years of the
Strategy duration, although these are drawn largely from logical expectations. As
depicted in the summary cost table below, financing needs in 2021 are substantially
lower than in the following years. This is because most implementation, especially on-
the-ground intervention, is expected in latter years. However, we also note that the
annual estimates are in most cases assumed by the project team and the overall
expenditure over this time period is of greater interest than annual estimates.
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Table 11: Summary of financing needs per Strategy's objective per year (in EUR million)

Baseline expenditure for

favourable status

.. . 26,364 26,364 26,364 26,364 26,364 26,364 26,364 26,364 26,364 26,364 263,635 222,385
biodiversity
o ,
1. Legally protect 30% of EU's 1 895 894 895 894 894 894 894 894 894 8,049 6,650
land and 30% of seas
2. Strictly protect at least a
third of the EU's protected 0.1 0.1 128 - - - - - - - 13.0 12.1
land and sea areas®®
3. Create and integrate
. . 2,750 2,771 2,756 2,750 2,750 2,750 2,750 2,750 2,750 2,750 27,527 23,223
ecological corridors
4. Effectively Manage all - 2 1030 1046 1063 1079 109 1,112 1,129 1,145 8,702 7,020
protected areas
5.. Sypport OCT to adopt i i 1 i 1 ) 1 ) 1 ) 5 4
similar measures
6. Legally binding nature
; - 7,369 7,368 7,369 7,002 6,997 6,997 6,997 6,997 6,997 64,095 53,062
restoration targets
o ;
7.30% of protected areas in 900 900 900 900 900 900 900 900 900 900 9,000 7,592

8 Values in future years beyond 2021 are discounted using a 4% discount rate as per recommendations in the Better Regulation Toolbox

8 Or put differently: 10-10% of the EU's total land and sea areas, respectively.
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8. Reverse the decline of

. 0 143 139 139 139 139 13.9 13.9 139 139 125 104
pollinators
9. Reduce the use of chemical - 424 423 423 423 423 423 423 423 423 3,810 3,148
pesticides
10. 10% of agricultural area
under high-biodiversity - 313 313 313 313 313 313 313 313 313 2,815 2,326
landscape features

o ;
11. 25% or agricultural land . 539 538 538 538 538 538 538 538 538 4,846 3,849
under organic farming
12. Increase .the uptak.e of i 36 i i ) ) ) ) ) ) 4 3
agro-ecological practices
0,

13. Reduce by 50% the loss of - 610 39 39 39 39 39 39 39 39 922 839
nutrients from fertilisers
:r‘:ezlant 3 billion additional 4 6 800 800 800 800 800 800 800 800 6,412 5,190
15. Make progress in
remediating contaminated 7 1,261 1,260 1,260 1,260 1,260 1,260 1,260 1,260 1,260 11,348 9,377
soil sites
M RCRCOE DN CRLS 0.7 145 6.1 0 0 0 0 0 0 0 21 20
flowing river
17. Reduce the impact of - 55.2 42.6 42.6 42.6 42.6 42.6 426 426 426 396 329

fishing, extraction and other
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human activities incl. on
marine habitats and species

18. Cities with at least 20,000
inhabitants to adopt Urban
Greening Plans

0.9

140.7

2,239.1

2,239.1

2,239.1

2,239.1

2,099.0

2,099.0

2,099.0

2,099.0

17,494

14,214

19. Minimize or eliminate the
use of pesticides in sensitive
areas

20. Halve the number of Red
List species threatened by IAS

3,767.1

3,766.9

3,766.6

3,766.7

3,766.6

3,766.7

3,766.6

3,766.7

3,766.6

3,766.7

37,667

31,773

21. Create win-win for energy
generation

1.1

0.9

1.6

0.2

22. Establish a strengthened
European biodiversity
framework

1.9

13

1.7

13

13

13

13

13

13

13

14

12

23. Step up implementation
and enforcement of EU’s
environmental legislation

14

773

76.7

76.7

833

82.1

82.1

82.1

82.1

82.1

726

598

24. Initiative for sustainable
corporate governance

14

04

0.0

0.0

0.0

0.0

0.0

0.0

0.0

0.0

25. Strengthen Commission's
biodiversity proofing
framework

0.5

13

0.5

0.5

0.3

0.3

03

03

03

03
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26. Unlock EUR 20 billion per
year for nature

517

1.0

0.7

0.7

0.7

0.7

0.7

0.1

0.1

0.1

56

56

27. Establish a common
classification of economic
activities that contribute to
biodiversity

0.9

0.1

0.1

0.1

0.1

0.1

0.1

0.1

0.1

0.1

28. Encourage changes in
national fiscal systems to shift
tax burden to pollution

0.3

0.0

0.0

0.0

0.0

0.0

0.0

0.0

0.0

0.0

29. Introduce in Horizon
Europe a biodiversity research
agenda

157.7

156.3

156.3

156.3

156.3

156.3

156.3

100.6

100.6

100.6

1,397

1,082

30. Propose a Council
Recommendation on
Education for sustainability

04

04

31. Use the new Skills Agenda
to help biodiversity
restoration

04

0.1

0.1

32. Broker an agreement for
an ambitious global
framework for post-2020 at
the 15th CBD

2.3

2.3

33. Broker an agreement on
marine biodiversity of areas
beyond national jurisdiction

0.1

0.1

0.1
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and designate Marine
Protected Areas in the
Southern Ocean

34. Work with partner
countries to protect sensitive
maritime ecosystems and
species

13

13

13

13

13

13

13

13

13

13

13

11

35. Apply zero tolerance on
illegal, unreported and
unregulated (IUV) fishing

0.1

0.1

0.1

0.1

0.1

0.1

0.1

0.1

0.1

0.1

36. Advocate that marine
minerals in the international
seabed area cannot be
exploited before research into
the effects

141

0.0

0.0

0.0

0.0

0.0

0.0

0.0

0.0

0.0

14

14

37. Full implementation and
enforcement of the biodiversity
provisions in all trade
agreements

0.8

0.7

0.7

0.7

0.7

0.7

0.7

0.7

0.7

0.7

38. Introduce measures to
avoid placing products
associated with deforestation
on the EU market

0.7

0.3

1,274.2

1,274.2

1,274.2

1,274.2

1,274.2

1,274.2

1,274.2

1,274.2

10,194

8,250

39. Revise the EU Action Plan
against Wildlife Trafficking

0.8
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40. Propose a further
tightening of the rules on EU
ivory trade

0.8

41. Cooperate with partners
to mainstream biodiversity
into all development and
partnership policies

291

291

291

291

291

291

291

38

38

38

2,150

1,899

Total

34,323

45,984

50,573

50,563

50,219

50,228

50,106

49,812

49,829

49,845

481,481

403,069
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4.BIODIVERSITY FINANCING: ASSESSMENT
OF CURRENT LEVELS OF BIODIVERSITY
FUNDING IN THE EU

The aim of this sub-task is to assess the most recent levels of biodiversity
expenditure in the EU, based on available data covering the years 2014 -2020. The
assessment takes a three-tier approach to cover different components of
spending. The task focuses on:

4. biodiversity funding under the Multiannual Financial Framework (MFF)
period between 2014-2020,

5. the examination of Member States’ levels of funding within the same pro-
gramming period paying particular attention to domestic and interna-
tional finance and

6. the level of private financing for biodiversity in the same time-period. The
assessment is partially based on the outputs from Sub-Task 2.1.

Particularly for data regarding MFF funding and related co-funding from Member
States, the analysis conducted complements the review of information on the ex-
post assessment of biodiversity expenditure tracked in the EU budget under Task
1. Using data gathered for the three components, sub-task 2.2 is focused on
providing an estimate on the biodiversity funding implemented at EU and
Member State level, to give an estimation on the overall levels of biodiversity
expenditure in the EU.

It is important to note however, that the method applied (see Figure 4) and the
form in which data is reported, risks double counting, particularly between MFF
funding and MS funding. The risks are mitigated through extensive research into
reporting methodologies that ensure data collected for the estimations limit
double-counting while still allowing for stable comparisons. Figure 4 gives a visual
representation of our approach to data collection and analysis, which reduces the
risks of double-counting. Different data sources are assessed and explained in
sections 4.3.1Establishing a reliable methodology for domestic expenditure
tracking under current frameworks and Establishing a reliable methodology for
international expenditure tracking under current frameworks. In addition, where
possible, we have identified other risks and taken appropriate actions in our
analysis.
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Figure 4: Conceptual framework of task 2.2 highlighting the three-tier approach

Centrally managed funding
Shared management funding

h 4

MS Funding

Estimation of current levels of
Domestic funding biodiversity funding in the EU
International funding

Private Funding

Philanthropic funding
Environmental NGO revenues
Sustainable commodities
Biodiversity offets
PES schemes

Private sector mobilised funding Lerend

—= Expenditure data drawn from this level of assessment
== Data directed to cumulative estimate

The results of this Sub-task provide a basis for understanding current biodiversity-
related expenditure in the EU. This can then be compared with the estimates of
financial needs outputs from task Sub-task 2.1 to provide an overview of the
potential funding gap for delivery of biodiversity actions.

Our estimate of the total expenditure of Member States and European
Commission from 2014 - 2019 amounts to EUR 144 billion. We were unable to
provide estimates for Member States’ domestic and international biodiversity
expenditure for 2020 and 2021 due to the data not having been publicly reported
at the time of writing. The summary table below shows the estimated biodiversity
expenditure of the EU Budget and of all Member States, for domestic and
international funding.

Table 12: Estimated expenditure of EC and MS, domestic and international funding

ﬁ Expenditure (million Euros)

‘ 2014 2015 2016 2017 2018 2019 | Total
EC domestic 6,917 11,422 13,993 12,522 12,651 12,906 70,410
EC international 129 182 531 293 491 552 2,178
MS domestic 9,535 9,747 9,503 9,555 10,164 10,426 58,930
MS international 1,515 2,226 2,188 2,799 2,192 1,973 12,893
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Total Domestic 16,452 21,169 23,496 22,077 22,815 23,331 129,340
Total . 1,643 2,408 2,719 3,092 2,683 2,525 15,071
International

Grand Total 18,095 23,577 26,215 25,169 25,497 25,856 144,411

Private investment was not included in the overall values above due to the
difficulty in compiling a comprehensive and coherent set of data. Given the
voluntary nature of reporting on private expenditure, the available data is
sporadic and incomplete for most categories of spending. For the assessment of
biodiversity expenditure through sustainable commodities and green bonds, we
focused on specific case studies to illustrate the possible contributions. However,
the values cannot be confidently extrapolated to cover the wider market. As such,
we compiled a collection of available information encompassing a more
representative rage. The sporadic data points obtained result in what can be
regarded as 'snapshot’ estimates of expenditure in specific years, or over selected
periods of time. The available data is summarized in Table 13 below.

Table 13: Summary of private expenditure on biodiversity

Category of spending Expenditure (in million EUR)

2014 2015 2016 2017 2018 2019 2020

Philanthropic

. 111.62 89.7 67.78 | 77445 87.11 87.11 87.11
organizations

Aggregate 157.14
WWF 0.24 0.36 0.34 0.30 0.52 0.49
Friends of

NGOs the Earth 0.02 0.02 0.02 0.03
Rewilding 015 012 011 012 007 017 0.30
Europe

Private sector finance

33.65 17.65 26.67 100.07 | 14452 @ 230.80 284.13
(green bonds)

4.1 Methodological approach taken to Sub-task 2.2

While the three different components — namely EU funding, domestic expenditure
at Member State level, and private sector investment — ultimately can be brought
together to provide an overview of biodiversity expenditure, the available data
and their comparability vary significantly. To obtain a complete overview of the
quality and availability of expenditure data on each of the three components, we
consulted a range of databases (see individual method section below). Following
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an investigation of the types of data reported, their relevance to the assignment
and their comparability, we selected key information sources. From these sources
we have extracted relevant data to build the foundation of individual components
of this assignment, from which overall biodiversity expenditure in the EU can be
estimated.

4.1.1 Biodiversity funding under the MFF

Information on EU-level biodiversity funding is based on the Commission’s
reported biodiversity expenditure in the MFF budget, set against the information
on the biodiversity tracking approaches of different funds derived from the
outputs of Task 1.1. Information on the different funds, their reporting
mechanisms and their overall contribution to the EU’s biodiversity expenditure
has been presented in the first interim report from this study, and is therefore not
repeated here. Instead, biodiversity expenditure tracked in each fund is compared
to the overall budget of the fund for 2014-2020 to give an overview of the
spending ratio that biodiversity takes in each. This provides a perspective on the
proportion of biodiversity expenditure in different funds, considering their main
purposes and target use. As a basis for the assessment, we use the latest draft
budget by the Commission®’ to extract data on the total financial programme of
each fund and the relevant biodiversity expenditure reported. Co-financing by
Member States for biodiversity relevant objectives, which is required under five
different funds (under the European Structural and Investment Funds (ESIF) and
LIFE programme), is already integrated in the assessment of Member States’
domestic biodiversity expenditure.

For further insights, we assessed the Natura 2000 Prioritised Action Frameworks
(PAFs) of all Member States. Data from the PAFs regarding nature financing in the
Member States was aggregated as part of a study for DG ENV on Natura 2000
financing in the post 2020 period (by IEEP with N2K group - unpublished). The
PAFs detail allocations under the main EU funds to Natura 2000 in 2014-2020
including MS contributions, and give some rough estimates of overall national
funding (but not private sector funding). We use this data to give an overview of
the spending of specific funds on Natura 2000 sites, and the total spending in
each Member State (EU budget plus national co-financing). We also contextualise
the Natura 2000 expenditure in relation to GDP and total Natura 2000 surface
area per Member State to obtain a better understanding of expenditure.

87 EC (2020) Draft general budget of the European Union for the financial year 2021. Programme
Statements of operational expenditure — Working document Part |.
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4.1.2 Member States’ domestic and international expenditure

Domestic funding represents the level of public funding allocated by Member
States to expenditure programmes related to biodiversity, including co-financing
of the MFF funds outlined in the previous section. International funding relates to
public investments in activities which target global environment objectives. While
Member States report biodiversity expenditure, through public expenditure data
provided by their National Statistics offices, the methods used vary significantly
and therefore do not allow for comparisons. We have reviewed the following
databases for possible data extraction:

1.

Domestic: The CBD Finance Reporting framework includes a section on
domestic annual financial support to biodiversity-related activities, in
addition to international funding through Official Development Assis-
tance (ODA) and Other Official Flows (OOF).

Domestic: EUROSTAT Classification of the functions of Government
(COFOG) dataset presents high-level data on the following COFOG Di-
vision 05 themes: waste management, wastewater management, pollu-
tion abatement, R&D environmental protection, and protecting biodi-
versity and landscape. All themes represent ‘Environmental protection’
within the COFOG division system. The MS domestic expenditure data
is reported on an annual basis, currently covering 2009-2018. Of spe-
cific interest was COFOG 05.4 'protecting biodiversity and landscape’.
All 05 category and 05.4 data was extracted for all Member States. It
has to be noted, that COFOG data may also contain some EU funding
(beyond true national expenditure) for some EU Member States that is
not filtered out.

International: OECD Creditor Reporting System (CRS) presents details
of aid activities made by Development Assistance Committee members,
currently consisting of 19 EU MS (AT, BE, CZ, DK, FI, FR, DE, GR, HU, IE,
IT, LU, NL, PL, PO, SK, SI, ES, SE). Data can be disaggregated to show ac-
tivities undertaken which are aimed specifically towards biodiversity, on
an annual basis (latest data available in 2018) using the Rio marker sys-
tem of 40% and 100%. Both were extracted for all Member States.

To expand our understanding of the reporting requirements of these databases
and therefore obtain a better overview of the comparability of the data, we further
conducted a series of interviews (see Appendix C)% with relevant UN, OECD and

8 Specifically, the following institutions from Appendix C were contacted for this task: 1) National
Accounts Team, OECD. 2) Environmental Performance and Indicators Division, OECD. 3) The
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national ministries and departments related to reporting to the relevant
databases. We use the information obtained from these interviews and the
analysis conducted to better understand the reporting mechanisms of these
databases, and assess how best to avoid double counting, while obtaining as
comprehensive an overview as possible of EU wide biodiversity spending at
Member State level. A detailed review of the analysis of data quality, data
limitations and the approach taken to selection of relevant data is provided in
section below. We use these data sources to provide a best estimate of the
domestic and international expenditure of Member States.

4.1.3 Private investment

Private financial flows to biodiversity represent a wide-ranging category of
spending, characterised by limited availability of tracking and reporting data, both
globally and at EU level. Given the lack of rules and guidelines on the reporting
of private spending, coherent aggregated data on private expenditure into
biodiversity is not available. Our aim in the context of this study is to identify
available data on private finance to biodiversity programs, as well as the gaps and
incomplete information. We have provided an overview of available data across
five categories of private spending:

1. Philanthropic foundations;

2. Non-Governmental Organizations;® (privately and publicly funded);
3. Sustainable Commodities;

4. Private sector finance.

For each of these categories, desk research has identified the available
information across a variety of databases and secondary sources. We identify the
gaps in the available information, which varies significantly across the categories,
and briefly summarize the total private expenditures on an annual basis that could
be tracked. Throughout the individual sub-sections of section 4.2 below we note
the missing data points and make suggestions on different options and strategies
to fill the data gaps. It is our view that the data is currently of insufficient quality
to justify its use in a quantitative assessment. Our concerns and proposed next
steps are further elaborated on in section 3.6.

Biodiversity Finance Initiative (BIOFIN) of the United Nations Development Programme (UNDP). 4)
Department of Policies, Planning and External Relations, Institute for Nature Conservation and
Forests, Portugal. 5) Office of Economic and Social Summaries on the Environment, France

8 When reporting on NGO expenditure, we subtracted funding from public authorities and
foundations, in order to avoid double counting.
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4.2 EU-level biodiversity funding under the MFF

Biodiversity expenditure has been tracked by the Commission throughout the
2014-2020 multiannual financial framework. Total expenditure relevant to
biodiversity, according to the tracking methodology, amounted to EUR 13.6
billion in 2020, 8.3% of the total EU budget. The detailed tracking methodologies
and differences in approaches taken to track direct, shared, and indirect
management expenditure have previously been discussed in Task 1. While Task 1
notes some concerns over a generous approach to tracking of some areas of
expenditure, we have taken the totals recorded by the Commission’s
methodology as given. To the extent that readers are concerned by those risks of
over-estimation, they should read the totals for expenditure in Task 2.2
accordingly.

4.2.1 EU level funding

Task 1 provided a summary of biodiversity expenditure tracked in 2014 — 2020
and mapped out the annual spending on biodiversity distributed across the
different programmes, according to the Commission’s tracking methodology. The
data presented indicates the total recorded spending on biodiversity and its
distribution across the different funds, but does not account for the financial size
of the funds. To gain a better understanding of the ratio of biodiversity spending
per fund, we investigate the actual spending reported in comparison to the fund’s
total budget for the funding period of 2014 -2020, as reported in the MFF
programme statements for 2020 (Figure 5). When looking at proportions of a
budget being invested in biodiversity it provides a clearer understanding of the
actual contribution to biodiversity in relation to the funds size. Looking at
absolute values does not account for larger funds also having more resources to
invest, and as such, percentage ratios provide means to compare funds®.

Actual spending provides rather reliable figures as it is developed based on ex-
post data of invested amounts over the past years (historic spending trends) up
to the last available year (2018, current spending). Note that for 2019 and 2020
data in the draft budget is considered provisional. For the purpose of
understanding each fund’s proportion of investment to biodiversity, the total
financial planning per fund and their reported biodiversity contribution according
to the annual statements of programme expenditure accompanying the Draft
Budget provide relevant insights.

% Note that these comparisons are for the investment to biodiversity without consideration of the
purpose of the fund, but rather for a high level overview.
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The bar-chart indicates the size of the funds, which vary significantly, together
with the volume of biodiversity tracked expenditure per fund (indicated by the
percentages). Note that the purpose of the actual fund should be kept in mind
when comparing biodiversity spending — some funds (e.g. LIFE) have more
environmentally focused objectives that others (e.g. ENI or Horizon 2020).

As expected, LIFE project expenditure has the highest ratio of tracked contribution
to biodiversity with 50% of its total expenditure tracked as biodiversity relevant
(Figure 5), although the budget itself is one of the smallest across the compared
funds (EUR 3,466 million, see Table 14). The European Agriculture Fund for Rural
Development (EAFRD) follows, indicating 30% of the total fund tracked as
biodiversity investment. The EAFRD contributes to funding for many terrestrial
Natura 2000 sites funding, although the tracked expenditure covers a much wider
range of measures, as explained in the first interim report.

Figure 5: Expenditure in MFF funds and the percentage ratio of tracked biodiversity expenditure®’
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Interestingly, Copernicus is the fund with the third highest ratio in biodiversity
expenditure, with 17% of the total budget of the fund tracked as biodiversity. Our
review of the Copernicus programme tracking (see section 2.1.7), noted that the
application of Rio markers at programme statement level may lead to over-
estimation of the fund’s contribution and that markers are sometimes challenging

91 EC (2020) Draft general budget of the European Union for the financial year 2021. Programme
Statements of operational expenditure — Working document Part |
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to apply. This may be the reason for the comparatively high proportion of
biodiversity expenditure observed here.

On the other hand the European Regional Development Fund (ERDF) and
Cohesion Fund (CF), which have specific intervention fields to track biodiversity
expenditure, show less than 10% of the total budget as spent on biodiversity.
Similarly, the EMFF budget only shows 15% biodiversity allocation, which is also
relatively low considering it is the only fund that specifically targets marine
biodiversity. It should be noted that there is no imperative obligation of any fund
to focus more or less on biodiversity, and funds usually balance their financial
allocations carefully across different political priorities. Nevertheless, as
biodiversity protection and restoration continues to play a critical role, in
particular to 2030 targets, the expenditure should be regularly monitored and
evaluated. Biodiversity tracking under international development funds (e.g.
European Neighbourhood Instrument (ENI), Development Cooperation
Instrument (DCI) and Partnership Instrument (PI)) show that at the MFF level, the
funding for international biodiversity protection remains low in general with a
total of EUR 2,680 million, while domestic funds spent EUR 83,536 million.

Table 14: Total financing programme and biodiversity tracked expenditure per fund for 2014 -
2020

Horizon 2020 75 2,795
ERDF 199,954 6,102
CF 74,588 5,027
EAGF 301,897 36,041
EAFRD 100,311 30,267
EMFF 6,396 870
LIFE 3,466 1,730
IPA I 12,855 274
ENI 17,393 647
DCI 20,036 1,330
Pl 959 58
Copernicus 4,251 706
Total 816,934 85,848
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Table 15: MFF reported biodiversity expenditure for 2014 — 2021 annually

2014 2015 2016 2017 2018 2019 2020 Total
Total 7,046 11,604 14,153 12,815 13,142 13,457 13,629 85,848

In total the Commission reported EUR 86 billion spent on measures, relevant to
biodiversity, which represented 8.03% of the MFF. The highest total amount of
biodiversity relevant expenditure came from the EAFRD and the European
Agricultural Guarantee Fund (EAGF) (EUR 30 billion and €EUR 36 billion
respectively). In the case of the EAGF the contributions are a small proportion of
the overall fund size (12%), and are sensitive to the assumptions employed in the
tracking methodology. The first interim report makes a number of
recommendations for improving the rigour of the tracking methodology.
However, the aggregated amount of tracked biodiversity expenditure under the
two Common Agriculture Policy funds (EAGF and EAFRD) accounts for 42% of the
total tracked biodiversity expenditure across the MFF. The analysis provides an
overview of the distribution of biodiversity expenditure across the MFF in relation
to the individual funds' actual size.

4.2.2 Overview of PAF spending in the EU budget and Member
States

Under the PAFs, Member States estimate their spending needs from EU
programmes for Natura 2000 sites and relevant species-related and green
infrastructure spending for 2014 — 2020. The expenditure needs identified include
Member States' co-financing contributions for each fund (EAFRD, ERDF/CF, EMFF
and LIFE) as well as additional expenditure from other programmes and sources.
The spending allocations and needs assessments under the PAFs are submitted
prior to the funding period, and provide an partial overview of the proposed plan
for spending of EU funding. It should be kept in mind, however, that PAFs, do not
provide insights into the actual funding needs, or whether spent funding has
successfully had biodiversity impacts. Furthermore, spending for Natura2000
sites is included in both the EU MFF as well as in Member States expenditure. As
such, the below analysis is only meant to provide a more detailed overview of
funding allocations for Natura2000.

For the period of 2014 — 2020, a total financing requirement of EUR 42 billion was
identified. Figure 6 provides an overview of the breakdown between Member
State co-financing and EU funding contribution to Natura 2000 sites under each
fund (excluding the UK).
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Figure 6: Overview of Natura 2000 spending per fund, indicating percentage contribution from
EU and Member State co-financing
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Note that the data in Figure 6 do not include national finance estimated by
Member States as contributing to EU nature policy and focus only on the
expenditure co-financing EU funding (i.e. it does not include financing allocated
to implementation of EU nature policy and associated green infrastructure, for
measures or projects not benefiting from any EU co-funding). The EU contributes
around 48% (in total EUR 20.3 billion from 2014-2020) of the total funding for
Natura 2000 sites. The analysis shows that MFF funds are large contributors to
ensuring the preservation and maintenance of Natura 2000 sites. Under the LIFE
programme, 60% is funded by the EU while Member States need to contribute
40% across all projects (see task 1.1). When assessing the fund’s contribution to
Natura 2000 sites it is important to consider the overall fund’s budget size. The
total commitment of the LIFE budget to Natura 2000 PAFs was almost 50% of the
entire budget. This was followed by EAFRD, where PAF commitments reflected
21% of the total budget. The EMFF and ERDF/CF overall showed the lowest ratio
in budget commitment to Natura 2000 sites, with only 8% and 2% of the total
budget committed. As such, while the EMFF may have the smallest commitment
in total, the sum represents a larger proportion of the total budget than the
ERDF/CF. The graph, together with the ratio analysis, therefore indicates that
while total amounts may differ they must be considered in the context of the total
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budget for each fund, while also bearing in mind the different functions and/or
objectives of the funds.

To obtain an overview of Member State expenditure, we mapped out the total
expenditure per Member State according to their PAFs for the period of 2014 -
2020 (see supplementary excel file). Figure 7 shows the total expenditure for
Natura 2000 per Member States, and further separates total national expenditure
from EU provided funds. Note that here we include the ‘other spending’ category
used in PAFs to delineate national expenditure for other EU policy and associated
green infrastructure for projects not benefiting from any EU co-funding. This
clearly has a significant impact on Member States financing regarding biodiversity
investments under the PAF that is missed when assessing only co-financing for
EU programmes. Overall, the highest expenditure for biodiversity under PAFs is
seen in Austria, Bulgaria, Germany, Poland, Spain and Sweden.

The ratio between EU funding and co-financing under PAFs (Figure 7) show a
large variability across Member States. In some instances, Member States
contribute as little as 15% of the total PAF funding (e.g. Slovakia) while in other
cases more than 90% of funding comes from the Member State (e.g. Sweden).
The addition of ‘other’ expenditure from the PAFs clarifies the picture significantly
and shows that certain Member States invest a lot more funding into Natura 2000
and other biodiversity relevant policies beyond the MFF co-finances (in some
cases, of course, this will reflect a relatively low share of EU funding allocation).
As such, the support for Natura 2000 sites provided by EU programmes plays a
more significant role in certain Member States than others.

Figure 7: Expenditure under PAFs per Member State, by national and EU funding, for the period
of 2014-2020
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However, simply reporting the total expenditure on Natura 2000 per Member
State ignores important nuances such as the total area of Natura 2000 per
Member State as well as a country’s economic situation (represented through
GDP and other components — see supplementary excel file). As such, it is
important to consider the factors driving Natura 2000 expenditure, such as the
extent to which green infrastructure and species protection measures are
included. To understand the correlation between expenditure, surface area of
Natura 2000 sites and GDP, we ran a Pearson’s correlation statistical analysis. The
analysis revealed that GDP and other components had a similar low positive
correlation to Natura 2000 expenditure (r=0.28) as did total area of Natura 2000
in a Member State (r=0.30).

The analysis indicates that a large surface area of Natura 2000 sites is not the only
determining factor of expenditure. It is difficult to dissociate whether higher
observed costs per hectare would stem from higher investment per se or from
the generally higher cost of labour and inputs into the management of these sites
in countries with high GDP. In addition, marine areas can complicate and impact
the cost assessment, as Member States with large Natura 2000 areas in marine
environments can influence overall extent of the network but with less impact on
the overall costs. These nuances are important to consider, when planning on how
to address finance gaps for achieving the Biodiversity targets to 2030.

While for the period of 2014 — 2020, a total financing requirement of EUR 42
billion was identified, the new 2021-2027 has a financial need of EUR 10.6 billion
per year, totalling an estimated EUR 74.2 billion over the time period.

4.3 Member State expenditures

4.3.1 Establishing a reliable methodology for domestic
expenditure tracking under current frameworks

For Member State’s domestic expenditure on biodiversity we relied on data
submitted to the CBD Resource Mobilization and Finance Reporting framework
and EUROSTAT as primary sources to investigate (see section 4.1.2 above). We
analysed the reporting requirements, obligations and availability of data in both
sources in order to assess the statistical robustness and therefore the
comparability of available expenditure between Member States. A critical analysis
of our assessment is in Annex 5.

For European countries the transmission of data under the COFOG divisions (level
1 since 1995) and groups (level Il since 2001) is compulsory. COFOG data from
Member States is aggregated by EUROSTAT and communicated to the OECD, so
that the data across the two platforms is coherent. The COFOG reporting system
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under EUROSTAT has stringent reporting obligations and a concrete framework
that is designed to ensure consistency and hence comparability between data of
Member States. Domestic expenditure analysis for Member States in this study is
therefore based on COFOG data reported under EUROSTAT. It has to be noted
however, that COFOG data may contain some EU funding for some EU Member
States that is not filtered out.

The structure of COFOG splits into level 1 divisions and level 2 groups, helping
delineate national expenditure into different 10 different components such as
general public services (01), economic affairs (04), health (07) and environmental
protection (05). Under 05 on environmental protection, six groups of expenditures
are reported: 05.1 waste management, 05.2 waste water management, 05.3
pollution abatement, 05.4 protection of biodiversity and landscape, 05.5 R&D
environmental protection and 05.6 environmental protection not elsewhere
classified (n.e.c.). The division 05 environmental protection is based on the
Classification of Environmental Protection Activities (CEPA).

Based on the guidance provided, the group of interest for biodiversity tracked
expenditure is primarily 05.4 biodiversity and landscape protection. It is defined
as 'activities relating to the protection of fauna and flora species (including the
reintroduction of extinct species and the recovery of species menaced by
extinction), the protection of habitats (including the management of natural parks
and reserves), and the protection of landscapes for their aesthetic values
(including the reshaping of damaged landscapes for the purpose of
strengthening their aesthetic value and the rehabilitation of abandoned mines
and quarry sites)'".

In consideration of the limitations of COFOG in tracking biodiversity specific
expenditure, we therefore chose to apply a variant of the Rio marker system to
the tracked expenditure. A 100% marker was applied to group 05.4 since it is
most clearly targeting only biodiversity specific expenditure.

4.3.2 Establishing a reliable methodology for international
expenditure tracking under current frameworks

For international expenditure, the OECD CRS database was used (see section
Methodological approach taken to Sub-task 2.2). All countries which are
members of the Development Assistance Committee (DAC) are required to report
their international development aid to the OECD using reporting standards and
obligations stringently set. In the EU, 19 Member States are members of the DAC.

In their reporting to the DAC Creditor Reporting System, donors are requested to
indicate for each activity whether or not it targeted environment and the Rio
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conventions. Biodiversity relevant development aid is tracked using Rio markers
of 100% and 40% (marked as ‘principal’ and 'significant’).

However, the dataset contains bilateral commitment data on aid support of
biodiversity from DAC Member States. Thus, the data shows commitments rather
than disbursements. Total commitments per year comprise all new undertakings
entered in that year, regardless of when the disbursements are expected to
happen. A disbursement is the actual placement of resources at the disposal of a
recipient county or agency and can take several years to occur.

While commitments are generally tied to projects that originated in the year of
interest, disbursements can be tied to a project from any year, paid out at a
specific time®. Therefore, it can be difficult to track the full value of a project
through disbursement; the OECD thus primarily reports DAC countries’
commitments to biodiversity, rather than actual disbursements.

We extracted data annually per Member State for the period 2014 - 2019 using
the ‘Aid activities targeting Global Environment Objectives’ data focusing on the
bilateral aid in constant prices. In order to capture all sectors and any multi-sector
or cross-cutting contribution to biodiversity, we allowed all sectors to be included
(Sector 1000) and used the marker ‘biodiversity’ to estimate the total biodiversity
expenditure per Member State using both 100% and 40% biodiversity markers.

4.3.3 Member State domestic expenditure

We mapped out the annual expenditure per Member State only in relation to
specifically COFOG 05.4 on protection of biodiversity and landscape, which has a
100% Rio marker and specifically targets expenditure whose primary purpose is
related to biodiversity (raw data is provided alongside this report in a
supplementary excel file). Figure 8 shows the top spenders in projects specifically
aiming at biodiversity protection: Italy, France, Netherlands, Spain, Germany,
Denmark and Czech significantly stand out in their annual expenditure compared
to other Member States. Italy, France, Netherlands and Germany are also the ones
that exhibit the largest increase in spending per annum. The observed drops in
expenditure in most Member States between 2016 -2017 may have been linked
to market turbulences of 2016, in particular linked to the Brexit vote. Overall, the
average annual expenditure of Member States to biodiversity and landscape
protection was around EUR 360 million. In 2019 the total biodiversity expenditure
of all Member States (EU-27) amounted to EUR 10.4 billion.

Figure 8: Expenditure of Member States tracked under COFOG 05.4 for 2014 - 2019

%2 https://www.aiddata.org/pages/fags-about-our-data
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When assessing the total domestic expenditure contributed to biodiversity by all
Member States we see a general trend of increase (Figure 9, Table 16). While in
2014 the total expenditure amounted to around EUR 48.2 billion, the latest
calculations for 2019 show a total of EUR 54.3 billion spending on biodiversity by
Member States. The grand total of domestic expenditure for all Member States
for the period of 2014 — 2019, under our broad approach applying a 40% marker
to other environmental expenditure, adds up to the significantly higher total of
EUR 300 billion.

Table 16: General government expenditure by function (COFOG) as extracted from
GOV_10A_EXP

COFOG 05.4 Protection of biodiversity and landscape (EUR million)
‘ General government

2014 2015 2016 2017 2018 2019 Total
Austria 63.8 72.4 81.8 74.7 79.5 82.7 454.9
Belgium 292.9 211.3 252.5 260.9 219.6 271.9 1,509.1
Bulgaria 0.0 4.5 0.8 6.6 3.8 5.9 21.6
Croatia 52.4 70.6 75.2 71.0 68.4 75.5 413.1
Cyprus 0.0 1.2 1.1 1.0 1.3 2.0 6.6
Czechia 449.2 391.1 350.8 402.6 493.2 487.1 | 2,574.0
Denmark 563.5 542.9 561.2 539.3 573.8 544.3 | 3,325.0
Estonia 24.7 24.5 23.2 47.7 22.9 29.4 172.4
Finland 89.0 81.0 70.0 67.0 74.0 80.0 461.0
France 1,829.0 1,886.0 1,712.0 1,719.0 1,871.0 1,971.0 | 10,988.0
Germany 1,412.0 1,446.0 1,492.0 1,615.0 1,672.0 1,772.0 9,409.0
Greece 11.0 4.0 4.0 4.0 4.0 4.0 31.0
Hungary 78.2 83.0 61.8 66.0 70.6 92.8 452.4
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Ireland 269.9 285.9 273.3 270.7 297.7 283.4 1,680.9
Italy 2,201.0 2,290.0 2,121.0 1,978.0 2,034.0 2,081.0 | 12,705.0
Latvia 5.0 6.3 6.2 8.5 10.5 7.6 44.1
Lithuania 23.7 15.0 8.0 14.7 24.5 23.3 109.2
Luxembourg 53.9 50.9 53.6 55.1 56.9 66.9 337.3
Malta 18.4 18.2 19.1 22.7 28.4 41.9 148.7
Netherlands 620.0 666.0 845.0 822.0 1,000.0 1,044.0 4,997.0
Poland 82.6 95.4 100.5 115.1 101.0 97.5 592.1
Portugal 148.2 164.8 138.1 169.8 161.7 171.2 953.8
Romania 0.3 4.6 5.9 0.4 0.5 0.5 12.2
Slovakia 39.1 74.5 39.2 31.8 40.9 56.6 282.1
Slovenia 24.5 23.9 24.3 27.7 37.3 21.1 158.8
Spain 1,053.0 1,086.0 979.0 970.0 994.0 945.0 6,027.0
Sweden 129.3 147.2 203.7 194.1 222.5 167.0 1,063.8
TOTAL 9,534.60 | 9,747.20 9,503.30 | 9,555.40 10,164.00 @ 10,425.60 | 58,930.1

Figure 9: Estimated annual total biodiversity expenditure of EU Member States
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We contextualise the domestic biodiversity expenditure using the GDP and main
component expenditure of Member States. Correlation analysis revealed a highly
significant positive relationship between GDP and domestic biodiversity
expenditure (Pearson’s Correlation, r=0.87). The results therefore show that the
amount of domestic expenditure that a Member State invests in biodiversity is
strongly linked to GDP, and thus the economic wealth of the country.
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Remembering that COFOG 05.4 is a sub-category of the general environmental
protection portfolio of COFOG 05, it is worth noting, that specific 05.4 biodiversity
tracked expenditure only represented a fraction of total COFOG environmental
protection expenditure under category 05. In 2019, COFOG 05.4 expenditure
amounted to EUR 10.4 billion and over the period of 2014 — 2019, Member States
tracked a total of EUR 58.9 billion specifically under COFOG 05.4. However, in total
COFOG 05 expenditure amounted to an estimated EUR 602 billion across Member
States. Therefore, biodiversity protection specific investment represented only
around 10% of the total environmental protection related expenditure.

Due to the previously described limitations of the COFOG system, in which
expenditure can only be assigned one COFOG category, using the COFOG 05.4
expenditure as the only measure for biodiversity expenditure may be limiting.
There is likely to be biodiversity relevant expenditure happening in other COFOG
variables as well. On the other hand, the current reporting methodologies do not
allow an estimate of the extent to which expenditure recorded under other
COFOG variables besides 05.4 are directly contributing to biodiversity.

However, it is important to consider the positive biodiversity impacts from other
environmental protection actions (and possibly other COFOG groups such as
education, agriculture, forestry and fisheries) when attempting to incentivize a
shift in society where the protection of the environmental and biodiversity takes
a central position. The lack of transparency in accessible data shows that there is
a dire need for improved biodiversity tracking methodologies in government
accounts. As such, the lack of available information that would allow us to account
for other biodiversity relevant expenditure outside COFOG 05.4 limits the extent
to which biodiversity can be estimated at Member State level in this study.

4.3.4 Member State international expenditure

Comparing the OECD reported expenditure for biodiversity committed as
principal (100%) and significant (40%), immediately shows that international
expenditure of principal commitments in DAC Member States was lower than
significant commitments (i.e. there is less investment in projects that specifically
target biodiversity, and a higher commitment to projects where biodiversity
protection is a co-benefit). This indicates again the importance of accounting
accurately for biodiversity benefits in multi-purpose investments. Figure 10 maps
out the total objectives per DAC Member State for 100% and 40% marked
projects for the period of 2014 -2019.
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Figure 10: DAC Member States total commitments to international aid (sum of 2014 — 2019 data)
to principal (100%) and significant (40%) contributions to biodiversity (converted from USD to
EUR millions)
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Only in Germany was the total commitments under principal aid with 100%
contribution to biodiversity higher than significant aid with 40%, where
biodiversity protection is a co-benefit: Germany committed EUR 4.3 million to
principal biodiversity aid (100%) and EUR 3.9 million to significant aid (40%). Since
the reporting mechanisms under OECD CSR is quite stringent, the approach taken
to report expenditure should be comparable between DAC members. Similar to
data observed in domestic expenditure, the largest DAC contributors to
international biodiversity aid were Belgium, Denmark, France, Germany, lItaly,
Netherlands and Spain, which is unsurprising given their economic weight.

To obtain a better representation of DAC Member State expenditure on
biodiversity protection, we applied the 40% marker to the expenditure tracked as
significant, and converted all values to euro based on 2019 conversion rates. We
then summed the total objective quantities under 100% and 40% marked projects
to obtain an estimated annual commitments per Member State to biodiversity
related aid, as shown in Table 17 below.
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Table 17: Total international aid expenditure (100% and 40%) per DAC Member State as per

OECD Aid
OECD Aid activities targeting global environmental objectives. Total Grand Total
per year (EUR million) for 2014 -
2019 (EUR
million)
2014 2015 2016 2017 2018 2019
Austria 10.00 8.98 9.03 10.00 11.73 10.71 60.44
Belgium 68.02 78.21 53.06 73.54 50.34 36.89 360.05
Czechia 1.91 1.68 1.86 1.57 0.84 1.46 9.32
Denmark 114.90 56.21 15.06 19.20 17.96 5.58 228.91
Finland 5.12 8.71 3.34 132 13.04 345 3497
France 369.86 95433 | 1,182.87 | 1,232.00 706.08 199.81 4,644.95
Germany 735.27 859.35 696.77 = 1,266.33 9,89.96 1,395.58 5,943.27
Greece 0.19 0.18 0.24 0.21 0.00 0.00 0.81
Hungary 0.00 0.00 0.00 0.00 0.00 0.13 0.13
Ireland 11.81 10.83 21.46 12.63 12.86 17.67 87.27
Italy 26.34 3347 23.82 65.74 75.96 72.92 298.25
Luxembourg 6.39 478 4.67 3.98 2.59 4.00 26.42
Netherlands 3.60 80.86 35.00 3.56 14.62 16.00 153.64
Poland 0.75 0.86 0.33 0.36 0.22 0.48 3.00
Portugal 0.52 0.67 0.68 0.73 0.64 0.85 4.08
Slovakia 0.02 0.02 0.04 0.12 0.18 0.44 0.82
Slovenia 0.00 0.01 0.15 0.01 0.03 0.04 0.24
Spain 22.78 15.35 13.72 20.99 40.85 23.17 136.85
Sweden 137.01 11147 125.62 86.85 254.02 184.32 899.30
TOTAL 1,514.51  2,225.96 2,187.70 2,799.13 | 2,191.94 1,973.49 12,892.73

In total, the DAC Member States committed, over the period from 2014 -2019,
EUR 12.8 billion to international biodiversity protection. Note that we took 40%
of the total investment under 'significant’ to track total biodiversity objectives.
Within this list, several countries stand out with significant objectives declared,
namely France, Germany and Sweden. Over a period of six years, the three
countries committed EUR 4.6 billion, EUR 5.9 billion and EUR 899 million to
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biodiversity aid internationally. It should be noted that these values represent
objectives, and not actual expenditure on projects.

4.4 Private investments

This section comprises an evaluation of the current levels of private investment
on biodiversity, estimating the finance from different categories of private
entities, organisations and instruments.

Global private sector biodiversity related expenditure has been estimated at an
annual level of USD 6.6-13.6 billion by the latest OECD study on global
biodiversity spending on the period 2015-2017%. The estimate covers a diverse
set of instruments, including biodiversity offsets, sustainable commodities,
payments for ecosystem services, water quality trading and offsets, philanthropic
spending and private contributions to conservation non-governmental
organisations (NGOs).

A precise estimate of private biodiversity finance is no simple task. This is because
private actors are not required to monitor and report their biodiversity
expenditure; and if they do, the monitoring and reporting requirements follow
diverse and poorly defined criteria. The inaccuracy and variability in the
monitoring and tracking methodologies for biodiversity finance in the private
sector results in a wide range of including double counting, and creates difficulties
in comparing across different sources and datasets.

Another source of inaccuracy is an inconsistency across databases in the years
covered. Most reports and studies merely rely on the last available year for each
data source, leading to possible inconsistencies between findings. Nevertheless,
some level of data reporting and/or estimation is available for certain categories
of spending.

In the context of this study, four categories of private expenditure are addressed,
as listed below. This selection comprises the categories of spending included by
the OECD report on global biodiversity finance,* excluding those not relevant for
the EU scope, as well as those (such as biodiversity offsets) for which data is too
scarce for reliable conclusions to be drawn.

9 0ECD (2020) A Comprehensive Overview of Global Biodiversity Finance, available at:
https://www.oecd.org/environment/resources/biodiversity/report-a-comprehensive-overview-of-global-biodiversity-
finance.pdf

% OECD (2020) A Comprehensive Overview of Global Biodiversity Finance, available at:
https://www.oecd.org/environment/resources/biodiversity/report-a-comprehensive-overview-of-global-biodiversity-
finance.pdf
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Our analysis covers the following types of expenditures, which are considered the
four main types of non-governmental finance:

e philanthropic foundations;

e non-governmental organisations;

e contributions linked to financial flows for sustainable commodities
e private sector finance.

In the light of the significant uncertainty in the estimation of private biodiversity
finance, the aim in this part of the study is to identify available sources of
information and datasets for the EU, summarise them, and identify the current
gaps and limitations. As such, the data presented in the following chapters
indicates the basis of available information, and notes the significant limitations,
including that it does not allow for estimates of financial flows, or for a proper
estimation of the scale of private investments in the EU. The findings in this
chapter therefore act as a high level overview across different sectors.

4.4.1 Philanthropic foundations

Philanthropic foundations are independent legal entities set up for charitable or
public benefit purposes, and funded by private actors (individuals, families,
corporations, etc.). The most comprehensive overviews of biodiversity-related
financing by philanthropic foundations in Europe are published either biennially
or triennially by the European Foundation Centre (EFC). Three reports include
financial data within the period 2014-2020: volume 3 (on year 2014),%> volume 4
(on year 2016),°® and volume 5 (on year 2018),%’. The total number of reporting
foundations has increased, from 75 in volume 3 to 127 in volume 5.

The EFC reports split foundations’ spending into themes, four of which are at least
to some extent relevant to biodiversity:

e Biodiversity and species preservation, which covers work that protects
particular species (plant or animal, vertebrate or invertebrate). This in-
cludes support for botanic gardens and arboretums, academic research
on botany and zoology, and the protection of (endangered) species and

% EFC (2016) Environmental funding by European foundations volume 3:
https://efc.issuelab.org/resources/25711/25711.pdf

% EFC (2018) environmental funding by European foundations volume 4:
https://www.efc.be/uploads/2019/03/Environmental-Funding-by-European-Foundations-
Volume-4.pdf

9 EFC (2021) environmental funding by European foundations volume 5:
https://www.efc.be/uploads/2021/04/Environmental-Funding-by-European-Foundations-

vol.5.pdf

([Publish Date])


https://efc.issuelab.org/resources/25711/25711.pdf
https://www.efc.be/uploads/2019/03/Environmental-Funding-by-European-Foundations-Volume-4.pdf
https://www.efc.be/uploads/2019/03/Environmental-Funding-by-European-Foundations-Volume-4.pdf
https://www.efc.be/uploads/2021/04/Environmental-Funding-by-European-Foundations-vol.5.pdf
https://www.efc.be/uploads/2021/04/Environmental-Funding-by-European-Foundations-vol.5.pdf

116 | Biodiversity Financing and Tracking

their habitat. Therefore, this theme is fully relevant to biodiversity pro-
tection;

e Coastal and marine ecosystems, which includes support for work on fish-
eries, aquaculture, coastal lands and estuaries, marine protected areas
and marine pollution. This category is partly relevant to biodiversity pro-
tection through work to protect and maintain marine ecosystems;

e Fresh water, which includes support for all work relating to lakes and
rivers, canals and other inland water systems, as well as issues of ground-
water contamination and water conservation and projects relating to
wetlands. Therefore, this category is partly relevant to biodiversity pro-
tection through work to protect and maintain freshwater ecosystems;

e Terrestrial ecosystems & land use, which includes support for land pur-
chases and stewardship, national or regional parks, landscape restora-
tion and landscape scale conservation efforts, tree planting, forestry, and
work directed to stopping de-forestation and the impacts of mining. By
working on preserving land ecosystems, activities in this category are
partly relevant to biodiversity protection.

Estimates of relevant funding were extracted as follows:

1. Calculating the share of funding under the four relevant themes that was
received by European recipients, using a single percentage provided in the
reports;

2. Application of the Rio Markers. For biodiversity and species protection, a
100% marker was applied. For the other, partly-relevant themes, a 40%
marker was applied.

To fill in data gaps for the years 2015, 2017, 2019 and 2020, the average between
the previous and following year was used. When this data was unavailable (i.e.,
for 2019 and 2020), the total from the latest year available was used.

The results are shown in Table 18 and in Figure 11 below. Notably, results show
that reported expenditure on Biodiversity and species has decreased between
2014 and 2018, even as the number of reporting organizations increased. In the
4% EFC report,®® the authors note that a change in the total value of grants made
to a given thematic issue from a year to the next does not necessarily mean that
foundations have been changing the mix of thematic issues within their grant

% EFC (2018) environmental funding by European foundations volume 4:
https://www.efc.be/uploads/2019/03/Environmental-Funding-by-European-Foundations-

Volume-4.pdf
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portfolios; rather, it may simply reflect that a foundation that is active on a given
thematic issue has increased or decreased its overall level of environmental grant-
making. The report does not, however, offer potential explanations for the
decrease in expenditure observed for biodiversity and species preservation.

Table 18: Biodiversity-relevant funding allocated by foundations to recipients in Europe, in
million EUR. Source: own calculation, derived from EFC (vol.3, vol 4, vol.5)% (extrapolated figures
shown in italics)'®

2014 2015 2016 2017 2018 2019 2020

G ! 7550 | 59.57 | 4352 | 4807 | 5262 5262 5262
SpeCleS

TEEsE 2395 | 7703 | 1010 | 7307| 1591| 7597 | 71597
ecosystems

Coastal and marine 809 | 927 | 10.32 13.08 15.83 15.83 15.83
Freshwater 408 | 3.96 3.83 3.29 2.75 2.75 2.75
TOTAL 111.62 | 89.7| 67.78 | 77.45| 87.11| 87.11| 87.11

% EFC (2016) Environmental funding by European foundations volume 3:
https://efc.issuelab.org/resources/25711/25711.pdf ; EFC (2018) environmental funding by
European foundations volume 4: https://www.efc.be/uploads/2019/03/Environmental-Funding-
by-European-Foundations-Volume-4.pdf ; EFC (2021) environmental funding by European
foundations volume 5: https://www.efc.be/uploads/2021/04/Environmental-Funding-by-
European-Foundations-vol.5.pdf

1% The years for which the data presented is based on averages from other years are shown in
italics.
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Figure 11: Total biodiversity-relevant funding of philanthropic foundations and number of
reporting organisations. Source: own calculation, derived from EFC (vol.3, vol.4, vol.5)'"
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The main data limitation for this estimation relates to our inability to undertake a
comparison of aggregate funding across years, as the number of organisations in
the database increased from one report to the next. Nevertheless, the three EFC
reports from which data was extracted do reflect on comparability across years
by isolating the organisations that provided data for the previous edition.

4.4.2 Non-Governmental Organisations

Non-Governmental Organizations (NGOs) are non-profit groups which function
independently from governments. The 4" volume of the EFC reports on funding
by European foundations includes a section on demand-side (i.e., how money was
spent by NGOs), which contains data for the year 2016 on biodiversity-relevant
spending from 95 European civil society organisations.

This data was extracted from the same four themes described in section
4.4.1Philanthropic foundationsPhilanthropic foundationsPhilanthropic
foundations, using the following steps:

"TEFC (2016) Environmental funding by European foundations volume 3:
https://efc.issuelab.org/resources/25711/25711.pdf ; EFC (2018) environmental funding by
European foundations volume 4: https://www.efc.be/uploads/2019/03/Environmental-Funding-
by-European-Foundations-Volume-4.pdf ; EFC (2021) environmental funding by European
foundations volume 5: https://www.efc.be/uploads/2021/04/Environmental-Funding-by-
European-Foundations-vol.5.pdf
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1. Removing funding provided by foundations and public sources, in order
to avoid double counting with data reported in other sections of this re-
port. The EFC report breaks down the sources of income of the NGOs. Re-
moving the share of funding from foundations and public sources, we ob-
tain 72.1% of relevant funding;

2. Application of the Rio Markers, as in section 4.4.1.

The results obtained are shown in Table 19 below. Although this data
encompasses information from a high number of NGOs, the report authors make
clear that this total should not be seen as representative of the sector as a whole;
rather, it provides a “snapshot” of funding. In addition, data on funding is only
available for one year.

Table 19: Biodiversity-relevant funding allocated by NGOs in Europe, 2016, in million EUR

Theme | 2016 |
biodiversity and species 121.21
terrestrial ecosystems 13.46
coastal and marine 11.51
freshwater 10.96
Total 157.14

In order to gather additional information on more years within the 2014-2020
period, spending on biodiversity was also assessed for 3 major European NGOs
in the field of environmental sustainability and biodiversity, using the same steps
outlined above: Friends of the Earth Europe, WWF Europe, and Rewilding Europe.
These organisations were selected based on their size, their relevance, and the
availability of data. Data was extracted from the annual reports of these
organisations. The results obtained for each of them are shown in the tables
below.

Table 20: Biodiversity-relevant expenditure by Friends of the Earth Europe, 2016-2019, in
thousand EUR

2016 2017 2018 2019
Food, Agriculture & Biodiversity | 21.85 | 19.55 | 23.95 | 28.91
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Table 21: Biodiversity-relevant expenditure by WWF Europe, 2015-2020, in thousand EUR

2016 2017 2018 2019

Food, Agriculture & Biodiversity | 21.85 | 19.55 | 23.95 | 28.91

Table 22: Biodiversity-relevant funding spent by WWF Europe, 2015-2020, in thousand EUR

2015 2016 2017 2018 | 2019 | 2020

Wildlife 212.51 | 171.90
Forests 28.18 | 75.76
Freshwater 110.23 87.78
Oceans 85.23 93.87 | 10473 | 171.87 | 157.94
Natural Resources and Land Use | 242.76 | 279.60 | 250.81 | 199.29

Total 242.76 | 364.83 | 344.67 | 304.02 | 522.79 | 493.39

Table 23: Biodiversity-relevant funding spent by Rewilding Europe, 2014-2020, in thousand EUR

2014 2015 2016 2017 2018 2019 2020

\c/\élrl:g;ck 3.20 2.40 246 | 1439 | 24674
Wilder nature'® | 24.04| 1994 1.52 1.04 1.08 154 | 4967
Rewilding areas 125.86 104.32 103.84 118.05 61.71 140.38

Total 149.90 | 124.26 | 108.57 | 121.49| 65.25| 170.13 | 296.40

In 2019, Friends of the Earth allocated about 60% of this expenditure on salaries,
19% on its own activities, and 21% on sub-granting within campaigns. According
to its website, activities in the field of forest and biodiversity include work with
local communities and indigenous peoples to conserve forests, strengthening
communities’ rights and community management of forests, and campaigning.'®
WWEF Europe’s annual reports do not break down thematic expenditure per type
of activity; however, as stated on its website, this NGO primarily focuses on
advocating for strong EU environmental policies at EU and MS level.

In the field of biodiversity, this entails work to ensure and support the
implementation of the Birds and Habitats Directive, to enforce existing EU laws

192 This includes work on facilitating a return to natural processes such as flooding, natural
grazing, predation, scavenging, etc. which play a vital role in shaping landscapes and
ecosystems, leading to more functional ecological landscapes. Source: Rewilding Europe (2019)
Annual review: https://www.rewildingeurope.com/wp-content/uploads/publications/rewilding-
europe-annual-review-2019/

19 Friends of the Earth Europe (n.d.) Forests and biodiversity: https://www.foei.org/what-we-
do/forests-biodiversity
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on nature protection, to integrate biodiversity protection into key economic
sectors, and to improve green connectivity."® 1% Finally, Rewilding Europe
undertakes ecosystem conservation and restoration work and activities
supporting the re-introduction and protection of wildlife.'® The biodiversity-
relevant funding listed in the three above tables is likely an overestimate of what
these NGOs spent on biodiversity expenditure to meet the Biodiversity Strategy
targets, as it also includes activities such as campaigning.

Biodiversity-relevant spending varies annually within each of the three NGOs. This
can be partly attributed to variation in the overall spending spent on each theme
across years, but also to the variation in the origin of the funds. Indeed, the more
an NGO relied on public or foundation funds in one year, the higher the share of
money excluded from this analysis in order to avoid double counting. While this
share was relatively constant in the cases of Friends of the Earth Europe and WWF
Europe, it varied more for Rewilding Europe (between 10.9 to 39.5% was kept).

Data cannot be extracted for all potentially relevant NGOs. For instance,
Greenpeace Europe and Birdlife Europe and Central Asia, despite conducting
critical work in the field of biodiversity, do not publish information sufficiently
detailed to conduct an assessment of their biodiversity spending.

4.4.3 Sustainable commodities

Sustainable commodities are a broad category of goods and products that
include sustainability criteria in their supply chain. The term therefore
encompasses a rich variety of products, complying with a broad collection of
criteria and definitions underpinning their alleged sustainability, whether it be
environmental, social or economic in character. The definition of a sustainable
commodity is usually based on a product certification system, with major
sustainable commodities including palm oil, cocoa, coffee, rubber, spices, and
timber. A report’®’ by the Nature Conservancy, based on calculations performed
by the OECD,' broke down sustainable commodities into four groupings:
sustainable forestry products, sustainable agricultural products, sustainable
fisheries and seafood products, and sustainable palm oil.

9 WWF Europe (n.d.) WWF: https://www.wwf.eu/

19 WWF Europe (n.d.) Biodiversity: https://www.wwf.eu/what we do/biodiversity/

1% Rewilding Europe (n.d.) Making Europe a wilder place: https://rewildingeurope.com/

97 Paulson Institute, Nature Conservancy (2019) Financing Nature
https://www.paulsoninstitute.org/wp-content/uploads/2020/10/FINANCING-NATURE Full-
Report Final-with-endorsements 101420.pdf

1% OECD (2020) A Comprehensive Overview of Global Biodiversity Finance, available at:
https://www.oecd.org/environment/resources/biodiversity/report-a-comprehensive-overview-of-
global-biodiversity-finance.pdf
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The estimates of the Nature Conservancy suggest that for all commodities 1-1.5%
(respectively lower and upper estimate) of the sustainable market valuation is
reinvested into biodiversity initiatives in that sector (that is, financial flows
contributing to biodiversity as a share of total market value). The scale and range
of commodities that could result in beneficial impacts on biodiversity mean that
a comprehensive analysis of this component would lie beyond the scope of this
study. However, we have taken one commodity as a case study in order to give a
sense of the contribution to biodiversity of this type of private scheme at EU level.

The selected sustainable commodity that is analysed in this study is certified
roundwood. The estimation of the contribution to biodiversity deriving from this
commodity follows the methodology employed in the studies by the OECD and
the Nature Conservancy. Notably, similar parameters are used to estimate the
contribution of sustainably sourced roundwood. Table 24 presents the data
employed for the estimation and the resulting estimated contribution to
biodiversity.

Table 24: Data used for estimating the contribution to biodiversity deriving from certified timber
in the EU27

Total
roundwood

production,
2020, EU27

Share of

Estimated
certification contribution to
costs (EUR per biodiversity
m?3) (million EUR)

certified ES[LHS

forest for
supply,

(1000m°)

2015 (%)

' 2.94-3.59 | 776.85 -948.61 |

Roundwood | 488,602 54

Data on EU total roundwood production have been retrieved from the Eurostat
dataset on forest removal for the year 2020 .'% The share of certified (either FSC
or PEFC) forest available for supply has been retrieved from the database of
UNECE (2015)"", representing the basis for estimating the share of sustainably
produced roundwood coming from certified forests. Based on this data, the total
sustainable roundwood production in the EU in 2020 is estimated approximately
at 264.236 million m3. The FSC price premium for certification has been estimated
between EUR 2.94-3.59 per m3.""" This figure reflects expenditure into biodiversity
since most forest management requirements to be met in order to access the
certification relate to the protection and enhancement of the forest's

199 Eurostat (2021) Roundwood removals by type of wood and assortment, available at:

https://ec.europa.eu/eurostat/databrowser/view/for remov/default/table?lang=en

M0 UNECE (2015). UNECE Statistical database - Forest area (Indicator 1.1a.).

OECD (2020) A Comprehensive Overview of Global Biodiversity Finance, available at:
https://www.oecd.org/environment/resources/biodiversity/report-a-comprehensive-overview-of-global-biodiversity-
finance.pdf

m

([Publish Date])


https://ec.europa.eu/eurostat/databrowser/view/for_remov/default/table?lang=en
https://www.oecd.org/environment/resources/biodiversity/report-a-comprehensive-overview-of-global-biodiversity-finance.pdf
https://www.oecd.org/environment/resources/biodiversity/report-a-comprehensive-overview-of-global-biodiversity-finance.pdf

123 | Biodiversity Financing and Tracking

biodiversity."'? This range of values is multiplied by the volume of certified
roundwood, yielding the estimated contribution to biodiversity of certified
roundwood production in the EU.

Therefore, it is estimated that the annual contributions to biodiversity from EU
expenditure in sustainable roundwood amount between EUR 776.854 and
948.608 million in 2020. This figure provides an estimation of one sustainable
commodity, and therefore captures only one fraction of total biodiversity
contributions stemming from this typology of private finance. The intention in
this section was to apply an existing methodology for the quantification of
sustainable commodities’ contribution to biodiversity in the EU. This case study
conveys that the methodology is easily applicable to the European forestry sector,
with most challenging data to be retrieved being the share of certified forests
(data available only from 2015), and the costs associated with certification (figures
adopted through third party’s estimates, only available for FSC and not for PEFC).

4.4.4 Private sector finance

This section contains information on private-sector finance flows that were not
included in sections 4.4.1 to 4.4.3, notably on co-financing of GEF Biodiversity
Focal Area projects, green bonds, and data from the Environmental goods and
services sector (EGSS) database. Due to important data gaps in the available
evidence and the lack of comprehensive reporting by most private institutions,
this section on private sector finance is by no means exhaustive; rather, it provides
a snapshot of a limited number of private finance trends within the EU. In addition,
the scarcity of information on private sector finance may carry the risk of including
other biodiversity-related expenditures, and risks double counting (e.g.
biodiversity offsets). The precise overlaps between different categories of
spending cannot be confidently estimated based on currently available data.
Nonetheless, given the substantial lack of expenditure data, even in the case of
double counting, the amounts here calculated would likely represent an
underestimation of actual spending.

A recent OECD study'™ found that between 2015-2017, the total private co-
financing of GEF projects for biodiversity (excluding Civil Society Organizations
and foundation financing) reached USD 87 million (mid-range estimate). This

"2 0rCD (2020) A Comprehensive Overview of Global Biodiversity Finance, available at:

https://www.oecd.org/environment/resources/biodiversity/report-a-comprehensive-overview-of-global-biodiversity-
finance.pdf
"https://www.oecd.org/environment/resources/biodiversity/report-a-comprehensive-overview-

of-global-biodiversity-finance.pdf
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figure represents global financing, with no split per world region provided in the
report.

The European fund for strategic investments (EFSI) is managed by the European
Investment Bank (EIB) and aims to help use public funding, including funding
from the EU budget, to mobilise private investment for a wide range projects
carried out in the EU. According to the latest evaluation of the EFSI,''* a total of
EUR 328.8bn of private finance was mobilised over the 2018-2020 period. The
report does not specify the thematic split of this total for private investment, but
presents this split for public and private investment combined. Two themes
appear to be partially relevant to biodiversity, although this term is not explicitly
used: Environment and resource efficiency and Sustainable agriculture, forestry,
fishery, aquaculture and other elements of the wider bioeconomy. Between 3.4%
and 7.5% of total investment was allocated to the theme Environment and
resource efficiency, amounting to approximately between EUR 11.17 billion and
EUR 24.66 billion of private investment. Between 0.6 and 2% of the total
investment was allocated to the theme Sustainable agriculture, forestry, fishery,
aquaculture and other elements of the wider bioeconomy, amounting to
approximately EUR 1.97 billion to EUR 6.57 billion. The share of biodiversity-
relevant funding within these streams is however uncertain. In addition, no data
was found on private biodiversity financing under the Natural Capital Financing
Facility (NCFF), which is funded by the EIB and the EC.

Bonds are an additional source of private finance for biodiversity investment. The
OECD has captured in a report’’® a steep increase at global level in green bond
annual issuance, from USD 37 billion in 2014 to USD 168 billion in 2018. This
increase is attributed inter alia to the diversification of the issuer sectors, countries
and targeted projects such as the 2019 Climate Bonds Initiative'™. The EU's
cumulative green bond issuance over the past decade has reached USD 569
billion while globally it surpassed 1 trillion USD In the 2014-2020 period, the EU's
green bond issuance totalled 464.5 billion USD (equivalent to EUR 4024
billion)™"”.

The report highlights that green bonds focus principally on climate change, and
rarely include concrete biodiversity finance, which so far represents only a limited
fraction of green bonds. Nevertheless, the Climate Bonds data show for the EU
that in 2014-2020 (on average) 5% of the proceeds from green bonds supported

" EIB (2021) Evaluation of the European Fund for Strategic Investments 2021 — Thematic Report.
"> OECD (2019) Biodiversity: Finance and the Economic and Business Case for Action.

6 https://www.climatebonds.net/resources/reports/2019-green-bond-market-summary

""" Converted using the average USD — EUR exchange rate in the period 01/01/2014-31/12/2020
given by the EIB.
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water and 6% land use, which can be to some extent related to biodiversity (see
later). More effort needs to be invested in the identification and classification of
what can be considered biodiversity-relevant bonds. As part of a list of examples
of biodiversity-relevant bonds, the following European initiatives were mentioned
in the report, as reported in Table 25Table 25: Examples of biodiversity-relevant
bonds. More generally, the OECD report highlights how institutional investors can
play a major role in leveraging private finance and steering it towards biodiversity
programs.

Table 25: Examples of biodiversity-relevant bonds''®

Published a Green Bond Framework which
includes projects related to Forest Stewardship
Council and Programme for the Endorsement
of Forest Certification-certified forests among
its eligible categories, signalling its intention to
enter the market

16% of EUR 9.7 billion for biodiversity

France (government) conservation (outstanding at the end of 2017)
Sovereign Green OAT, i.e. EUR 1.55 billion

EUR 300 million partly for “sustainable”
agriculture

European Investment Bank (EIB) EUR 500 million for sustainable water projects

Stora Enso, Finland™"?

Danone

An estimate of green bonds financing of biodiversity in Europe was calculated
using data from the Climate Bonds Interactive Data Platform.'?® This organization
defines climate bonds as fixed-income financial instruments that have positive
environmental and/or climate benefits, and which must be repaid over a certain
period of time, in addition to a fixed or variable rate of return.’' To extract
relevant data from this report, the following steps were followed:

1. Application of the Rio Markers to the two relevant green bond categories.
For both water and land use, a 40% Marker was applied;

"8 OECD (2019) Biodiversity: Finance and the Economic and Business Case for Action, Chapter 7
https://www.oecd-ilibrary.org//sites/e615440d-
en/index.html?itemld=/content/component/e615440d-en#

9 Stora Enso, Sustainable Finance at Stora Enso: https://www.storaenso.com/en/investors/stora-
enso-as-an-investment/debt-investors/green-bonds

20 https://www.climatebonds.net/market/data/#issuer-type-charts

I https://www.climatebonds.net/resources/understanding
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2. lIsolating the expenditure from the private sector (financial and non-finan-
cial corporate), in order to avoid double counting with other sections of
this report.

The results obtained are presented in Table 26.

Table 26: Biodiversity-relevant green bonds funding allocated by the private sector (financial
and non-financial corporate) to recipients in Europe, 2014-2021, in million EUR'??

Water | 20.19 14.94 19.26 5497 74.81 126.85 86.20 5827
Land Use 13.46 2.71 741 | 4510 69.71 | 103.95 197.93 135.98
Total 33.65  17.65 26.67 100.07 144.52 230.80 284.13 194.25

The EGSS database is produced by Eurostat and compiles EU-wide data on the
production, value added and exports in the environmental goods and services
sector.’®® The data is collected from all entities in their capacity as environmental
producers, i.e., undertaking the economic activities that result in products for
environmental protection and resource management.'?* This database contains
relevant information on the value of products produced for environmental
protection or resource management, which are subsequently purchased on the
market, as well as on the goods produced for producers’ own final use.

The database splits data into themes, based on the Classification of Environmental
Protection Activities (CEPA). Of relevance to biodiversity are:

e CEPA 4: Protection and remediation of soil, groundwater and surface water
e CEPA 6: Protection of biodiversity and landscapes

The data was extracted from the EGSS database for CEPA 4 and CEPA 6, using the
following steps:

1. Extraction of the output value'® for the EU27, for all relevant years availa-
ble (2014-2018)

122 Data converted from USD to EUR using average annual exchange rate from the EIB

123 This database was recommended for consideration in this report during a conversation held
with Eurostat and French government staff responsible for Eurostat data compilation, held within
the scope of this project.

124 https://ec.europa.eu/eurostat/web/products-manuals-and-guidelines/-/ks-gg-16-011

12 In the EGSS database, output is defined as “(i) products that become available for use outside of
the producer unit, (i) any goods and services produced for own final use and (i) goods that
remain in the inventories at the end of the period in which they are produced. Apart from market
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2. Calculating the share of funding under the four relevant themes that was
received by European recipients, using a single percentage provided in the
reports;

3. Application of the Rio Markers. For CEPA 6, a 100% marker was applied.
For CEPA 4, which is only partly relevant, a 40% marker was applied.

The results are displayed in Figure 12 and show a slight upward trend in the total
output value of the of the two environmental goods and services sub-sector, from
EUR 24.4 billion in 2014 to EUR 28.9 billion in 2018. Data shows a sizeable value
in biodiversity-relevant output produced; however, this value includes outputs
from both private and public entities and cannot be further broken down to
distinguish between these two types of entities.

Figure 12: Output value of the environmental goods and services sector for selected CEPAs, in
million EUR. Adapted from: Eurostat EGSS database
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Large data gaps on the quantification of private sector finance in sources not
covered in previous sections remain, for instance with regards to finance in
natural infrastructure and nature-based solutions, carbon-markets, and green
financial products. The desk research conducted within the scope of this study
provides an estimate of biodiversity-relevant green bonds financing; however, the
non-systematic or even non-existent nature of reporting on this issue by major
private institutions prevents the compilation of a more comprehensive dataset on
remaining sources of private finance. Eurostat does compile some data on the

output, output for own final use and non-market output, EGSS statistics also include ancillary
output, comprising output intended for use within an enterprise.”
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production of environmental protection services and on environmental
protection investments by the private sector; however, reporting is not mandatory
on the protection of biodiversity and landscapes, hence very few MS submit this
data to Eurostat.

4.4.5 Summary of private investment into biodiversity

The above provides an overview of the available information, and of our
estimates, regarding private finance contributions to biodiversity expenditure.
Table 27 reports a summary per year — when available — of the total figure for
each category of private spending:

Table 27: Summary of private investment expenditure extracted from literature (in EUR million)

Category of spending Expenditure (in million EUR)

2014 2015 2016 2017 2018 2019 2020

Philanthropic

o 111.62 89.7 67.78 77445 87.11 87.11 87.11
organizations

Aggregate 157.14
WWF 024 036 034 030 052 0.49
Friends of

NGOs | RS 002 002 002 003
Rewilding 015 012 011 012 007 017 0.30
Europe

Private sector finance

33.65 17.65 26.67 = 100.07 | 144.52 | 230.80 284.13
(green bonds)

Aggregated information on private financial flows to biodiversity in European and
international databases is not consistent and comprehensive enough to reach
sound inferences and estimations on total spending. Given the scarcity of data on
this wide-ranging category of spending, as well as significant inconsistency across
databases in the years covered, the focus within this study has been to identify
available data on private finance to biodiversity programs, as well as to show the
gaps and incomplete information.

Regarding philanthropic foundations, reporting activities by the EFC have been
used as a main repository of information on European foundations’ spending that
is relevant to biodiversity. Remarkably, results show that reported expenditure on
Biodiversity & species has decreased between 2014 and 2018, even as the number
of reporting organizations increased. The main data limitation for this estimation
relates to our inability to undertake a comparison of aggregate funding across
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years, as the number of organisations in the database increased from one report
to the next.

Turning to expenditure by NGOs, Biodiversity-relevant spending varies annually
within each of the three selected organizations, which with regards to data and
relevance were identified as most significant. This can be partly attributed to
variation in the overall spending allocated to each theme across years, but also
to the variation in the origin of the funds. This led to the exclusion of certain
shares of funds to avoid double counting with philanthropic or public spending
(where these represented a significant source of funding in a given year).
Moreover, the biodiversity-relevant funding listed in the three above tables is
likely an overestimate of what these NGOs spent on biodiversity expenditure to
meet the Biodiversity Strategy targets, as it also includes activities such as
campaigning. It was shown that this share varies significantly between
organizations. Data could not be extracted for all potentially relevant NGOs, due
to the lack of public information sufficiently detailed to assess biodiversity
spending.

Concerning sustainable commodities, this analysis provides the case study of
EU sustainable roundwood. Based on the methodology used in several relevant
reports to measure the contribution to biodiversity from sustainable forestry
products at global level, it is estimated that the annual contributions to
biodiversity from EU expenditure in sustainable roundwood range between EUR
776 and 948 million. The aim of this analysis is not to summarize in any way the
whole category of spending related to sustainable commodities. Rather, it
provides an illustration of how such types of commodity expenditure can be
estimated at EU level. It therefore only captures a fraction of total biodiversity
contributions stemming from this typology of private expenditure.

Finally, concerning private sector finance, the aim of the desk research
conducted in this study, is to provide an estimate of biodiversity-relevant green
bonds financing, based on secondary data and existing reports. However, the
sporadic, at times absent, reporting of spending by major private institutions does
not allow to compilation of a comprehensive dataset on private finance
expenditure.

In conclusion, the main findings of this study concerning private expenditure into
biodiversity are the identification of a significant lack of coherence in data, which
can be attributed primarily to the lack of mandatory reporting requirements. The
category of private spending with most consistent data is philanthropic
organizations, where an integrated database is available, even though significant
limitations prevent comparisons across years and between foundations.
Moreover, the absence of a consistent methodology or framework for the
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reporting of biodiversity expenditure prevents comparability between
organizations. This can be seen in the data obtained for NGOs, where
organizations employ different methods for reporting and estimation.
Particularly, these approaches are not in line with existing methods at EU and
national levels, where a common approach based on Rio Markers brings about
some extent of comparability.

The adoption of similar approaches on the part of NGOs and other private
organizations, could significantly improve the estimation of these financial
contribution, as well as their comparison with other actors. Private sector finance
constitutes the most uncertain estimation, where data gaps and a lack of
established reporting procedures make the data a mere snapshot, or an
illustration of some segments of identifiable expenditure and finance trends.

In this section, we presented the methodologies and existing databases for these
snapshots at European level. While not providing all-encompassing figures for
the estimation of a total private biodiversity expenditure, the analysis highlights
the available data, the data gaps, and the methodologies which could be
deployed for estimating major categories of private spending. Significant
improvements in alignment in both data reporting and methods are needed in
order reach reliable inferences on the volume of finance flows into biodiversity
spending by private actors at EU and international level

4.5 Overview estimate of total biodiversity funding in the
EU

In this section we present summary data for expenditure on biodiversity by the
EC and Member States, considering both spending domestically within the EU,
and internationally outside of the EU. Due to the lack of data for 2020, our
estimates mainly focus within the range of 2014 -2019; however, data for 2020 is
reported where available. Note that MFF funds are separated into domestic and
international expenditure, as the IPA 1l, ENI, DClI and PI only contribute to
international biodiversity protection. Furthermore, it should be noted that data
from PAF expenditure was not included for total expenditure calculations
presented here. This is due to the previously mentioned risk of double-counting,
since the COFOG reported values may already account for a significant amount
of the co-financing and PAF recorded expenditure. As such, we focus on the
COFOG reported values, which have a stringent reporting structure and
validation, and thus ensure comparability between Member States.

Table 28 and Table 29 show the total expenditure tracked for the MFF as well as
the total by all MS, domestically and internationally. Note that the estimates for
EU expenditure below only show the total up to 2019, to align with available data
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from MS'’s. In 2020 the EC reported an additional EUR 13.126 billion and EUR 503
billion of domestic and international expenditure, respectively.

Table 28: Summary of EU domestic biodiversity tracked expenditure

Expenditure (EUR million)
Source R

2014 2015 2016 2017 2018 2019 Total
EU . 6,917 11,422 13,993 12,522 12,651 12,906 70,410
domestic
MS . 9,535 9,747 9,503 9,555 10,164 10,426 58,930
domestic
Total 16,452 21,169 23,496 22,077 22,815 23,331 129,340

Table 29: Summary of EU international biodiversity tracked expenditure

Expenditure (EUR million)
Source T R RS

2014 2015 2016 2017 2018 2019 Total
EU international 129 182 531 293 491 552 | 2,178
MS international 1,515 2,226 2,188 | 2,799 | 2,192 | 1,973 | 12,893
Total 2,143 2,197 2,547 | 2,310 | 2,509 | 2,571 | 14,277

Table 30: Summary of total domestic and international tracked biodiversity expenditure

Expenditure (EUR million)

Source T T T T T |
2014 2015 2016 = 2017 2018 2019 Total
Total Domestic 16,452 21,169 23,496 22,077 22,815 23,331 129,340
Total 1,643 2,408 2,719 3,092 2,683 2525 15,071
International
Grand Total 18,095 23,577 26,215 25,169 25497 25856 144,411

In total, we estimate that for the period of 2014 — 2019 all public sector actors in
the EU (EU funds, Member State public expenditure) domestically spent an esti-
mated EUR 129 billion on biodiversity protection (excluding private investment
estimates). It is worth noting that that some Member States may be partially in-
cluding MFF funding into their domestic ‘total expenditure’ values. Although this
should not be the case with COFOG since there is a strict reporting system, during
our research and interviews it became clear that this can happen, however at un-
quantifiable scales. As such, there may be some double-counting between Mem-
ber State and MFF tracked expenditure to an unknown degree. Annual domestic
expenditure in the EU amounted to EUR 61 billion on average between 2014-
2019. Meanwhile, international expenditure from the EU MFF amounted to EUR
2.6 billion, while Member States’ commitments equalled EUR 12.8 billion.
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For the current MFF (2021 — 2027), the Interinstitutional Agreement’?® sets an
overall target of 30% of expenditure from the EU Budget and the
NextGenerationEU, and requires that the Commission “work toward” an
“ambition” of providing 7,5 % in 2024 and 10 % in 2026 and in 2027 of annual
spending under the MFF to biodiversity objectives. The total planned biodiversity
investment from the EU draft budget published in 2022'?" is summarized in Table
31 below. Individual Member State investment commitments could not be
determined.

Table 31: MFF draft budget 2021-2027 planned biodiversity commitments

Commitment appropriations (EUR million)

2021 2022 2023 2024 2025 2026 2027 Total

Total biodiversity

finance in EU 13,780 13,492 13,755 14,236 14,769 15449 16,046 101,527
budget

Share of EU 8% 8% 8% 8% 9% 9% 9% 9%
budget

Both the planned annual biodiversity investment and the total investment over
the 2021-2027 MFF have increased, by comparison with the 2014-2020 MFF.
Figure 13 shows the historic annual expenditure versus the planned budget for
the current funding period, as well as the cumulative values. The figure clearly
shows that significant policy efforts to protect and fund biodiversity have led to
very steep increases in annual investments in the MFF. Momentum for investment
in biodiversity protection has picked up since 2014 and the rate of increase in
annual investment from 2014-2020 was fast. For the 2021-2027 cycle we observe
that planned expenditure should overall increase the total amount by almost EUR
20 billion.

126 |nterinstitutional Agreement of 16 December 2020 between the European Parliament, the Council of the European Union and the
European Commission on budgetary discipline, on cooperation in budgetary matters and on sound financial management, Article 16 (d)
and (e)].

127 EC (2022) Draft General Budget of the European Union for the financial year 2022. Working Document part I. Available at:
https://ec.europa.eu/info/publications/working-documents-2022_en
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Figure 13: MFF historic and future planned biodiversity expenditure (blue line reported, orange
line planned expenditure)
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5.COMPARISON OF CURRENT FUNDING AND
FUTURE NEEDS

The concluding task of this project is to draw on the data produced in previous
sections to compare the estimated future financial needs of the BDS for 2030 with
the scale of expenditures made on biodiversity that can be expected based on
data in previous years and forecasts based on public commitments. The purpose
of this comparison is to understand the scale of additional investment that is likely
to be needed to deliver on the BDS for 2030, compared to the level of investment
expected under current settings over that time period.

5.1 Forecast expenditure on biodiversity

To commence with an estimate of forecast expenditure on biodiversity to 2030,
we construct an estimate comprised of European Commission expenditure,
Member State expenditure and private expenditure.

Annual EC expenditure from 2014 to 2020 is provided in Figure 14, with the data
drawn from Task 2.2. In addition to this, the EC has forecast expenditure out to
2027 on biodiversity-relevant MFF programmes. As can be seen in the chart, this
expenditure aligns quite neatly with the estimates of historical expenditure
developed in Task 2.2, but trends upward over the period 2022-2027. To
complete the time series, the project team has extended this data to 2030 using
the trend data from 2022-2027, under the explicit assumption that annual
increases in expenditure continue for the final three years of the decade.

For Member State expenditure, no such forecast data exists with which to
estimate future expenditure. In the absence of this, we draw on historical
expenditure provided in Task 2.2, and project the trend data forward annually to
2030. As noted above in Task 2.2, Member State data is only available until 2019
and so projections commence from 2020 drawing on the trend data from 2014-
2019. This sees annual expenditure rising from EUR 12.4 billion in 2019 to EUR
14.8 billion in 2030, growth of 1.5% annually (Figure 15). Confidence intervals are
provided to indicate the range of the computed estimates, accounting for
unknown variations. Considering the possibility of Member States reporting some
elements of EU funding as their own expenditure, thus ultimately double-
counting biodiversity financing, the lower interval is of particular importance. It
can be assumed that the lower interval accounts for any double-counting of MFF
funding inside Member State budgets, and therefore represents a more
conservative estimate of biodiversity expenditure looking forward.
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Figure 14: MFF expenditure on biodiversity: past, committed and projected to 203028
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Figure 15: Member state expenditure on biodiversity: past and projected
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Forward estimates of private sector investment in biodiversity within the EU is
even more uncertain, given the significant data gaps as described in Task 2.2

128 Source: project team analysis based on MFF data
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above. However, for completeness and consistency we include a conservative
estimate of expected private expenditure out to 2030, acknowledging that it is
likely to be an underestimate.

To do this, we combine some of the core components of private biodiversity
expenditure assembled in Task 2.2, drawing on most recent data for each, to
compile a total annual estimate of private sector expenditure that we can project
forward annually to 2030:

e Philanthropy, estimated at EUR 87.11 million in 2018
e NGO, estimated at EUR 0.79 million in 2020
e Green Bonds, estimated at 284 million in 2020

Assuming these estimates are fixed annually after their most recent estimate, this
produces annual private investment in biodiversity at EUR 411.95 million per
year. As noted, the project team believes this likely underestimates private sector
expenditure on biodiversity, but notes the difference in scale between private and
public sources, as illustrated in Figure 16. In 2021, the estimated scale of private
investment in biodiversity is around 3% of either Member State or European
Commission expenditure (and around 1.5% of combined public sector
expenditure).

Although annual expenditure may seem elevated, the project values should not
be surprising as annual expenditure tracked for Member States and under the
MFF in 2014 — 2019 was already around 24 billion. The MFF alone saw an average
annual expenditure increase (by commitment) from 12 billion in the 2014-2020
cycle to 14.5 billion for the 2012 2027 cycle. The Member State contribution to
biodiversity is likely to increase similarly due to the European Union’s and national
commitments, but also simply as a result of the co-financing requirements for
some of the MFF instruments. Further policy initiatives are likely to drive more
private investment as well as incentivise more transparent tracking of private
sector biodiversity expenditure.
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Figure 16: Estimated annual expenditure on biodiversity from the European Commission, Member
States and private sector, 2021-2030
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Figure 16 compiles the three sources of expenditure on biodiversity discussed
above, with expenditure growing annually from EUR 27 billion in 2021 to EUR 32.5
billion in 2030.

5.2 Comparison of financing needs and expenditures

Having estimated future expenditures on biodiversity based on previous
expenditures and some forecasts (for the EU), it is now possible to compare these
estimated expenditures with the estimates of investment needs to implement the
BDS for 2030 developed within Task 2.1.

This can only be undertaken in recognition of some key limitations:

e Expenditures estimated in Task 2.2 represent all expenditures related to
biodiversity, rather than those specifically directed toward the implemen-
tation of the BDS for 2030.

e In addition, those expenditures estimated in Task 2.2 reflect expenditures
receiving a 100% Rio Marker, and their effectiveness in addressing biodi-
versity issues is not assessed in this analysis.

Therefore, by comparing general estimated expenditures for biodiversity with
specific estimates of financing needs for the BDS for 2030, this is likely to
underestimate the scale of financing gap related to biodiversity within the EU.
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As the purpose of this exercise is to estimate the overall scale of the gap between
current expected expenditure and the financing needs of the BDS for 2030, we
smooth remaining financing needs over the remaining nine years, and compare
these with estimated expenditure over the same period. This is illustrated in the
orange area in Figure 17.

This can be compared against the expected amount of expenditure by all sources
(public and private) as estimated in the previous section. The scale of financing
needs to deliver the strategy, including baseline expenditure, is estimated at
around EUR 48.15 billion annually between 2021 and 2030. Estimated
expenditure on biodiversity averages EUR 29.46 billion annually over 2021-
2030, starting at EUR 27 billion in 2021 and increasing to EUR 32.5 billion in 2030
(represented in the blue area in the figure below). This includes an estimated
average EUR 15.22 billion annually from the MFF, and an estimated average of
EUR 13.87 billion of Member State expenditure. This leaves an estimated financing
gap of around EUR 186.89 billion over this time period, or EUR 18.69 billion
per year from 2021 to 2030. This represents an increase on current estimated
expenditure of 63% over this time period.

Figure 17: Estimated scale of investment needed to deliver the BDS for 2030, and estimated future
expenditure from 2021 to 2030
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Table 32: Estimated future expenditure on biodiversity, estimated average financing needs for
biodiversity, and estimated financing gap, 2021-2030, EUR millions (undiscounted)

2021 27,065 48,148 21,083 21,083
2022 26,989 48,148 21,159 42,242
2023 27,464 48,148 20,684 62,926
2024 28,158 48,148 19,991 82,916
2025 28,903 48,148 19,245 102,162
2026 29,795 48,148 18,353 120,515
2027 30,604 48,148 17,544 138,059
2028 31,214 48,148 16,934 154,993
2029 31,869 48,148 16,279 171,272
2030 32,533 48,148 15,615 186,886
Total 294,595 481,481 186,886 186,886

5.2.1 Estimate of financing needs by Member State

A detailed breakdown of estimated biodiversity financing needs by Member State
is beyond the scope of this assessment. The combination of baseline expenditures
and the many different aspects of the Strategy to 2030 makes an accurate
dissection of total financing needs by Member State extremely challenging.
However, as an illustrative of broad scales of financing needs,

128



Table 33 provides a breakdown of the annual needs estimate by Member State
according to relative land area as a share of the EU. This is illustrative only and
not a detailed estimate.
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Table 33: Estimated annual financing gap per Member State based on share of land area, 2021-
2030, EUR millions (undiscounted)

et ) e e

Austria 82,520 2.1% 993.39
Belgium 30,280 0.8% 364.52
Bulgaria 108,560 2.7% 1,306.86
Croatia 56,590 1.4% 681.24
Cyprus 9,240 0.2% 111.23
Czech Republic 77,200 1.9% 929.35
Denmark 40,000 1.0% 481.53
Estonia 43,470 1.1% 523.30
Finland 303,920 7.6% 3,658.64
France 547,557 13.7% 6,591.58
Germany 349,380 8.7% 4,205.90
Greece 128,900 3.2% 1,551.72
Hungary 91,260 2.3% 1,098.60
Ireland 68,890 1.7% 829.31

Italy 297,730 7.4% 3,584.12

Latvia 62,090 1.6% 747.45
Lithuania 62,630 1.6% 753.95
Luxembourg 2,430 0.1% 29.25
Malta 320 0.01% 3.85
Netherlands 33,670 0.8% 405.33
Poland 306,170 7.7% 3,685.73
Portugal 91,606 2.3% 1,102.76
Romania 230,080 5.8% 2,769.74
Slovak Republic 48,080 1.2% 578.80
Slovenia 20,136 0.5% 242.41
Spain 499,604 12.5% 6,014.31
Sweden 407,310 10.2% 4,903.27
Total 3,999,623 100% 48,148.14
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ANNEX 1 - BIODIVERSITY TRACKING 2014-2020:
MEMBER STATE CASE STUDIES
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1.1

1. CASE STUDY: CAP - EAGF IN FRANCE

Researcher: Kaley Hart, IEEP
Background to case study

France was selected as a case study for investigating biodiversity tracking in relation to the
CAP's European Agriculture Guarantee Fund (EAGF) because it receives the largest proportion
of the EAGF of all Member States and therefore is the country with the largest amount of
expenditure under the EAGF tracked as being for biodiversity.

The direct payments part of the EAGF for 2014-2020" includes a series of interventions, some
of which are compulsory for Member States to implement and some of which are voluntary
(see EAGF programme fiche). The only intervention under the EAGF that has an explicit
environmental / biodiversity objective is the ‘payment for agricultural practices beneficial for
the climate and the environment’, commonly referred to as ‘greening’. Member States are
also required to put in place a series of cross-compliance requirements? with which farmers
must comply in order to receive payments. These include requirements that relate to
biodiversity.

France is required (as are all other Member States) to notify to the Commission of the decisions
it makes about how to implement the EAGF, in accordance with the underlying legal provisions
of Regulation (EU) No 1307/2013 and its delegated and implementing acts.

The Biodiversity Priorities that are relevant for agriculture in France (but not necessarily
addressed via the EAGF) are set out in the PAF for 2014-2020, which is drafted at the national
level. Four measures are identified:

¢ Implementation of Natura 2000 contracts for agricultural areas through agri-environmental
measures at territorial level

* Management measures: maintenance and improvement of the conservation status of
habitats in coordination with regulatory protection tools in force

¢ Management measures: maintenance and improvement of the conservation status of species
in coordination with the regulatory protection tools in force

e Compensation measures to compensate for loss of income related to the implementation of
required management

A range of specific priority measures for agricultural habitats and species are identified and
set out by biogeographical region and by administrative region.

The French National Biodiversity Strategy (2011-2020) is set at a more strategic level. It
attaches particular importance to increasing biodiversity information and education for all
stakeholders; biodiversity mainstreaming in development projects (especially in overseas

1 The Common Market Organisation part of the EAGF is not covered in this case study as expenditure under
this part of the EAGF is not tracked for biodiversity.

2 Statutory Management Requirements (SMRs) and standards of Good Agricultural and Environmental
Condition (GAEC)



territories where exceptionally rich biodiversity has significant socioeconomic and cultural
value for the local populations); as well as to biodiversity governance at all levels (global to
local). The following targets have relevance for agriculture:

Target 4 Preserve species and their diversity

Target 5 Build a green infrastructure including a coherent network of protected areas
Target 6 Preserve and restore ecosystems and their functioning

Target 11 Control pressures on biodiversity

Beneath this plan sits the national action plan for agriculture, revised in 2010, and setting out
20 objectives for 2011-2020 including: sustainable management of natural resources in the
farming, forest, and fishery sectors (Objective 12), and more effective policies and projects on
ecological aspects (Objective 15). In June 2018, a Biodiversity plan was approved by the
Ministry of Ecology in order to accelerate the implementation of the national biodiversity
strategy. This plan followed the adoption of a law on biodiversity as of 1 September 2018,
which introduced as one element a ban on neonicotinoids. The Biodiversity plan includes a
number of actions relating to the farming sector, including:

e Helping farmers to reduce their use of pesticides by 25 per cent by 2020 and by 50 per cent
by 2025, and stop using glyphosate within five years, through changes in the farm advisory
services, dedicated funding for research projects on alternatives to pesticides, the further
implementation of the plan (known as Ecophyto);

e Promoting the development of agro-ecology through the introduction of a label “high
environmental value” (created in 2008), the introduction of biodiversity criteriainto PDO/PGls
and a commitment to increase the proportion of land under organic farming to 15 % by 2022;

e Reinforcing the protection of pollinators;

e Developing payments for ecosystem services for farming practices going beyond regulatory
requirements, in advance of the post 2020 CAP;

e Promoting conservation tillage, without glyphosate; and

e Protecting and promoting cultivated genetic resources and rare local breeds.

In addition, all regions in France have developed a Schéma Régional de Cohérence
Ecologique (SRCE) which provides information on the state of biodiversity locally, as well as a
plan of action, and details on how the ‘green and blue infrastructure’ (Trame Verte et Bleue)
will be implemented.

Finally, France introduced its agro-ecology project in 2012, implemented since 2014°. Although
it is not a biodiversity policy as such, it aims to reconcile the economic, environmental and
social performance of the farming sector, and has been the framework for policy action in the
sector since 2014. Some of the priorities under this project are covered in the Biodiversity plan
highlighted above. This project is based on six action plans targeting six objectives:

3 https://agriculture.gouv.fr/quest-ce-que-lagroecologie
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e Reduction of pesticide use (Plan Ecophyto);

e Reduction of antibiotic use in animal breeding (Plan Ecoantibio);

e Better management of nitrate production in animal breeding (Plan
Azote/Méthanisation);

e Improvement of bee health and development of beekeeping (Biodiversity and
sustainable beekeeping plan);

e Contribution to forage autonomy of holdings (Vegetal protein plan); and

e Development of organic farming (National Programme for Organic Ambition for 2017).

Programme priorities

Member States do not set out their priorities for spending under the EAGF for 2014-2020 in
the way that this occurs for the other CAP fund, the European Agricultural Fund for Rural
Development (EAFRD). Rather the EAGF includes a series of interventions which are either
compulsory or voluntary for Member States to implement, underpinned by cross-compliance
requirements which must be put in place but can be tailored to national circumstances. Some
of the interventions involve some elements of choice which can be made by the Member State.
Once these decisions are made, a Member State is simply required to notify their decisions to
the European Commission.

In the period leading up to the introduction of the 2014 CAP there was no national agricultural
strategy in France, although in October 2014, a new law for agriculture, food and forests was
introduced®. However, during the 2012 French elections, Francois Hollande, who later won the
election made clear his main political priorities for agriculture in relation to the CAP.> Elements
of these were specifically related to Pillar 1 of the CAP:

1. To increase the legitimacy of direct payments through the green payments and the
convergence of direct payments to a single value (EAGF)

2. To support employment and maintain holdings through the redistributive payments
(EAGF)

3. To achieve balanced territorial development through the support of animal production
systems in mountainous areas through the use of Voluntary Coupled Support (EAGF)
and the Areas with Natural Constraints payment (EAFRD).

4. To contribute to the aims of the ‘agro-ecological project’ which was instigated in
2012/13 and whose aim was stated to be to facilitate and accelerate the transition
towards more sustainable farming systems (EAGF and EAFRD).

4 https://www.legifrance.gouv.fr/eli/loi/2014/10/13/AGRX1324417L/jo/texte

5 Ecorys, IEEP and WUR (2016) Mapping and analysis of the implementation of the CAP. Final Report to the
Directorate-General for Agriculture and Rural Development, Brussels.
https://ec.europa.eu/agriculture/sites/agriculture/files/external-studies/2016/mapping-analysis-
implementation-cap/fullrep_en.pdf
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In France, support under the EAGF accounts for approximately 78% of the total CAP budget -
€7.45 billion out of a total CAP budget of €9.5 billion in 2018. Of this, €6.9 billion is allocated
to direct payments (DG AGRI CAP data portal).

The interventions that France chose to implement for the 2014-2020 period are set out in
Table 1. Of these, the only intervention to have biodiversity as one part of its objectives is the
‘greening’ payment. Greening measures have been implemented to a very extensive extent in
France, so as to provide farmers with the greatest flexibility to receive the greening payment.

Table 1.1: Pillar 1 implementation choices in France for 2014-2020

?;a\;;cnfgyment C Yes 34% Regionalised BPS in accordance with Article 23
Payments for young c Yes 1%
farmers
Eae\c/l;ter:iutlve \Y Yes 20% Opted to apply the ‘reduction of payments’ mechanism
Payment for Areas
with Natural Vv No
Constraints
Voluntary Coupled v Yes 15%
Support
Small Farmer Scheme | V No
Choices made:
Equivalence: Certification Scheme for maize production
in place of crop diversification
Level of application of the ratio of permanent
grassland: Regional
Environmentally Sensitive Permanent Grassland: Only
in Natura 2000 areas
List of Ecological Focus Areas offered to farmers:
- Land lying fallow
Greening C Yes 30% - Land Iying fallow v.vith melliferous plants
- Buffer strips and field margins
- Agroforestry
- Strips along forest edges
- Short Rotation coppice
- Areas with miscanthus
- Afforested Areas
- Catch crops/green cover
- Nitrogen Fixing Crops
- Landscape Features (all that are permissible)
Application of regional/collective EFA: No
Use of the EFA forest exemption: No

Source: European Commission, 2019°

Receipt of support for these interventions is conditional upon meeting cross-compliance
requirements. These comprise both Statutory Management Requirements (various pieces of
EU legislation transposed into national law) and standards of Good Agricultural and
Environmental Condition (GAEC). The content of the GAEC standards (a framework for which

8 https://ec.europa.eu/info/sites/info/files/food-farming-fisheries/key policies/documents/simplementation-
decisions-ms-2018 en.pdf
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is set out in the CAP legislation — Regulation (EU) 1306/2013) can be adapted by the Member
State to make sure they apply to regional conditions. Those implemented in France are set out
in Table 1.2. Only GAEC 7 has biodiversity as a specific objective, although others relating to
water and soils also have the potential to bring about biodiversity benefits. Some of these
requirements are also supported via the greening payments as they are permitted under
Ecological Focus Areas.

Table 1.2: Cross-compliance GAEC standards applied in France in the 2014-2020 period

Source: European Commission, GAEC database — accessed March 2021

GAEC 1 Establishment of buffer | Vinimum width: 5 metres

. No maximum width Yes
strips along water courses

GAEC 2 — Compliance with water

. Covers all irrigated land
authorisation procedures 9

No release of dangerous substances into
the soil — as defined by the appendix to the
EU Groundwater Directive

Requires cover on fallow land before May
31 — with exceptions

No working of waterlogged/flooded soils
No ploughing on field with a slope >10%

GAEC 3 - Protection of ground
water against pollution

GAEC 4 — Minimum soil cover

GAEC 5 - Minimum land

management reflecting site
specific conditions to limit erosion

between 1 Dec — 15 Feb unless carried out
perpendicularly or the is a vegetated strip
of at least 5m at the bottom of the field

GAEC 6 — Maintenance of soil
organic matter

Ban of burning straw residues and residues
of oilseed, protein and cereal crops

Requires the maintenance of certain
landscape features. Those included are:

All landscape

- Hedges
_ Ponds features
GAEC 7 - Landscape features . covered by
- Group of trees/field copses
. GAEC 7 are also
Also bans cutting of hedges and trees o
eligible as EFA.

during the bird breeding and rearing
season — set to be between April 1 and July
31

1.2.1 Biodiversity priorities identified

The CAP has three overarching objectives set out at EU level for the 2014-2020 period. One of
these is environmentally focussed, namely the ‘sustainable management of natural resources
and climate action’. This can be addressed through the combined effects of a number of
different CAP measures from both CAP Pillars, including cross-compliance requirements and
direct payments under the EAGF, specifically the green direct payments, officially ‘agricultural
practices beneficial for the climate and the environment'.



There is no requirement to set out priorities for the EAGF. Nonetheless elements of the EAGF
do have biodiversity objectives contained within them and these are subsequently
implemented in France.

For example, the objective of cross-compliance as set out in Regulation (EU) 1306/2013 is to
‘contribute to the development of sustainable agriculture through better awareness on the
part of beneficiaries of the need to respect those basic standards. It aims also to contribute to
make the CAP more compatible with the expectation of society through improving consistency
of that policy with the environment, public health, animal health, plant health and animal
welfare policies.’

Several the greening measures also have biodiversity as a stated objective in the EU legislation
(Regulation 1307/2013), namely:

- Environmentally Sensitive Permanent Grassland, whose objective is to support carbon
sequestration, support species and habitats of biodiversity value, protect against soil erosion
and protect soil quality; and

- Ecological Focus Areas, whose objective is to safeguard and improve biodiversity on farms.

In addition, although the main objective of the crop diversification measure is to improve soil
quality, this can also bring benefits to soil biodiversity.

An information note provided for farmers on the French Ministry of Agriculture’'s webpage’
states that the greening payment is a 'direct payment for farmers which pays for specific actions
beneficial to the environment and contributes to supporting incomes. It requires a large number
of farmers to follow similar practices which in turn should contribute to improving the
environmental performance of agriculture in relation to biodiversity, water protection and
climate change’. There are no further environmental objectives set out in the specific guidance
notes for each of the greening measures.

Most of the biodiversity priorities identified for France for the 2014-2020 period, as identified
above, highlight the EAFRD as being the main funding stream under the CAP to support their
achievement. This is confirmed in the Partnership Agreement (PA), which highlights the EAFRD
as playing an important role to ‘improve performance of Natura 2000 network, sustainable
resource management and safeguard biodiversity'®.

1.2.2 Output and outcome measurements relevant to biodiversity

There is no monitoring of cross-compliance for the 2014-20 period and therefore there are no
indicators to illustrate how cross-compliance is delivering for biodiversity. The only indicator
available is:

- Output indicator OIH_01_1a: Number of hectares subject to cross-compliance (BPS+ SAPS)

7 https://agriculture.gouv.fr/paiements-decouples-le-paiement-vert
8 https://ec.europa.eu/info/sites/info/files/partnership-agreement-france-summary-aug2014 en.pdf
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For the three greening measures, Member States are required to report annually against a
series of output indicators as set out in the table below.

Table 1.3: Output indicators for the greening measures relevant to biodiversity

Hectares of arable land declared by farmers subject to

Crop diversification | OID_07_2a T
crop diversification
I;’Li;::len"eanrlce of 0ID.08 2 Hectares of pgrmanent gras§land declared by the
. farmers counting for the ratio
Grassland ratio
OID_08 4a hectares covered by ESPG (i.e. declared) — Total
OID_08_4b hectares covered by ESPG (i.e. declared) in Natura 2000
hectares covered by ESPG (i.e. declared) outside Natura
Environmentally OID_08_4c 2000 ’ ( )
Sensitive Hectares of designated environmentally sensitive
Permanent OID_08_5a permanent grassland — Total
Grassland (ESPG) oID 08 b Hectares of designated environmentally sensitive
- permanent grassland — Inside Natura 2000
OID 08 5¢ Hectares of designated environmentally sensitive
- permanent grassland — outside Natura 2000
OID_09 3 Hectares of EFA
RPI_13 3 Share of EFA in arable land - Total
OID_09 4a Land lying fallow
RPI_13 4a Share of EFA in arable land — Land lying fallow
OID_09 4b Terraces
RPI_13 4b Share of EFA in arable land — Terraces
OID_09 4e Landscape features — total
RPI_13 4c Share of EFA in arable land — Landscape features
OID_09_4f Hedges or wooded strips
0OID_09_4g Isolated trees
. OID_09_4h Trees in line
Ecological Focus OID_09_4i Trees in group
Areas : ; .
OID_09_4j Field margins
OID_09 4k Ponds
OID_09 4l Ditches
OID_09 4m Traditional stone walls
OID_09 n Other
OID_09 40 Buffer strips
RPI_13 4d Share of EFA in arable land — Buffer strips
OID_09 4r Agroforestry
RPI_13 4e Share of EFA in arable land — Agroforestry
OID_09_4s Strips along forest edges
RPI_13_4f Share of EFA in arable land — Strips along forest edges
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OID_09_4v Short rotation coppice
RPI_13_4g Share of EFA in arable land — Short rotation coppice
0OID_09_4w Afforested areas
RPI_13_4h Share of EFA in arable land — Afforested areas
OID_09_4x Catch crops or green cover
RPI_13_4i Share of EFA in arable land — Catch crops or green cover
OID_09_4y Nitrogen fixing crops
RPI_13_4j Share of EFA in arable land — Nitrogen fixing crops
Hectares of arable land declared by farmers exempted
OID_06_2a from greening — Total exempted (including small
Greening - farmers — excluding partial exemptions)
exemptions Hectares of arable land declared by farmers exempted
OID_06_2b from greening — total from farmers who comply with
organic farming
RPI_14_1 Share of area under greening practices

Funding allocated to biodiversity-tracked measures

1.3.1 Allocations

Table 1.4 below sets out the amount of EAGF expenditure that is estimated to be tracked as
biodiversity expenditure for the years 2015-2018 (14.8%), based on expenditure information
provided via the DG AGRI data portal. The calculations are based on applying the biodiversity
tracking markers to the relevant expenditure categories.

As the funding under the EAGF is not intended specifically to address Natura 2000 objectives,
beyond protecting some areas of environmentally sensitive permanent grassland from
ploughing in Natura 2000 areas, there is no link between the funding requirements identified
in the PAF and the expenditure identified under the EAGF.

Table 1.4: Estimate of biodiversity expenditure under the EAGF in France for 2015-2018

NB: Own calculations based on data via the AGRI data-portal. Data available only for 2015-2018.
[Calculation: Greening: all expenditure * 40% / for all other categories 10% of total expenditure * 40%)]

‘ 2016 2017

Indicator | 2015

Expenditure Basic Payment Scheme OID_01_3 | 135,671,457 127,066,559 122,486,977 116,547,564
Expenditure redistributive payment OID_04.3 | 13,998,817 28,729,541 28,126,312 27,133,970
Expenditure young farmers OID_12_3 1,755,537 1,979,886 2,012,382 3,241,164
Expenditure voluntary coupled support | OID_14_5 | 40,414,942 41,545,949 41,708,527 40,282,822
Expenditure greening 0ID_05.4 824,453,291 858,859,669 838,781,822 806,131,545
TOTAL 1,016,294,044 | 1,058,181,604 | 1,033,116,020 | 993,337,065
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Table 1.5: Total expenditure — before Rio markers applied

Source: DG AGRI data portal — accessed March 2021

Indicato

France r

Expenditure Basic Payment

Scheme OID 013 | 3391786434 | 3,176,663978 | 3,062,174430 | 2,913,689,094
Expenditure redistributive OID.043 |349970423 | 718238525 | 703,157,803 678,349,258
payment

Expenditure young farmers OID 12.3 | 43,888,419 49,497,153 50,309,561 81,029,090
sixlfsg:f't“re voluntary coupled OID_ 145 | 1,010373,560 | 1,038,648,719 | 1,042,713,168 | 1,007,070,541
Expenditure greening OID 054 | 2,061,133226 | 2,147,149,173 | 2,096,954,555 | 2,015328,863
TOTAL 6,857,152,063 | 7,130,197,548 | 6,955,309,517 | 6,695,466,845

1.3.2 Expenditure in practice

Please see above. As EAGF expenditure is based on an annual cycle, there is a relatively small
level of discrepancy between what is committed and what is spent in practice. It was only
possible to source data for actual expenditure for France.

Information from programme monitoring

There are no monitoring data on the results of the implementation of cross-compliance in
France (or other Member States) beyond enforcement statistics which are not in the public
domain. The only indicator available is the Output indicator OIH_01_1a: Number of hectares
subject to cross-compliance (BPS+ SAPS). The figures for France are set out in the table below
and show that the area subject to cross-compliance is about 88% of total utilisable agricultural
area and is declining over time, in line with the decline in agricultural area.

Table 1.6: Area subject to cross-compliance in France, 2015-2018

Source: DG AGRI data portal — accessed March 2021

2015 | 26,064,381 29,115,250 89.5%
2016 | 25,706,804 29,088,880 88.4%
2017 | 25,738,386 29,101,330 88.4%
2018 | 25,613,741 29,020,160 88.3%

The monitoring data on the greening measures are set out in Table 1.7 below.

These show that in 2018, 82.3% of UAA was subject to one or more of the greening measures.
This does not mean, however, that this area was under active management for biodiversity. To
understand this, it is necessary to look at each of the greening measures in turn.

10



Ecological Focus Areas:

The indicators show that 12.95% of total arable area was managed as EFA. However not all the
EFA elements have the potential to deliver biodiversity outcomes. The evaluation studies on
the biodiversity effects of the CAP and of the greening measures showed that the following
elements had the greatest potential for biodiversity®

- Fallow land
- multiannual-fodder crops (e.g. alfalfa); and
- landscape features (e.g. hedgerows, trees and ponds)

It also highlighted that other EFA elements such as catch crops, and nitrogen fixing crops (with
no pesticide use) had low biodiversity benefits for most farmland species, other than soil fauna,
although they can reduce water pollution with benefits for aquatic ecosystems and
biodiversity.

Table 1.7 below shows that in France, the greatest proportion of arable land under EFA in2019
was under catch crops/green cover (8.77%), with nitrogen fixing crops covering 1.81% and
fallow only 1.78%. The reason for the high proportion of area under green cover is likely to be
due to this also being required under the French Nitrate Action Plan to meet its requirements
under the Nitrates Directive. In addition, all the landscape features that can be supported via
the EFA measure are also subject to cross-compliance requirements.

In summary, therefore, a very small proportion of the EFA measure is under management that
has the potential to deliver significant biodiversity benefits.

Environmentally Sensitive Permanent Grassland:

The evaluation study on the biodiversity effects of the CAP found that “the Pillar 1 ESPG
greening measure plays an important role in preventing the ploughing of designated semi-
natural permanent grassland habitats (as well as other wetlands and carbon rich soils which
are often of high biodiversity value)” '". It goes on to note that these areas should already be
protected via the Nature Directives, but that it is likely to be bolstering protection in these
areas, given evidence of ongoing losses of permanent grassland within the Natura 2000
network.

France only applies the ESPG greening measure within Natura 2000 areas. In France there are
1.47 million ha of permanent grassland in Natura 2000 areas. Of this, 80% or 1,175,941 ha was
designated as ESPG in 2019. Of the permanent grassland designated as ESPG, 61% or 716,856
ha was declared as ESPG in 2019 - i.e,, subject to the greening measure requirements. This
equates to 48.7% of the total area of permanent grassland areas within Natura 2000 areas.

9 Alliance Environnement and Thiinen-Institut (2017) Evaluation study of the payment for agricultural practices
beneficial for the climate and the environment. Alliance Environnement, Brussels.

10 Alliance Environnement (2019) Evaluation of the impact of the CAP on habitats, landscapes, biodiversity.
Alliance Environnement (IEEP and Oréade-Bréche), Brussels.

11 Alliance Environnement (2019) Evaluation of the impact of the CAP on habitats, landscapes, biodiversity.
Alliance Environnement (IEEP and Oréade-Bréche), Brussels.
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In France, although national rules for Natura 2000 sites do not ban ploughing, since 2010, to
respect the Habitats Directive at national level, an Environmental Impact Assessment (EIA) has
been required prior to ploughing permanent grassland. In some Natura 2000 areas, charts
(signed by farmers) identify areas which could and could not be ploughed, which removed the
need to implement the EIA. Given these rules, it is difficult to estimate the extent to which the
ESPG requirements provide additional protection against the ploughing of permanent
grassland in these areas, but as noted above, it is likely to have some effect.

Maintenance of the ratio of permanent grassland

The requirement under the greening measure is for Member States to ensure that the ratio of
the land under permanent grassland in relation to the total agricultural area declared by
farmers does not decline by more than 5% compared to the reference level. France was one
of four Member States to apply this measure at the regional level. This has led to a higher level
of restrictions on grassland ploughing, particularly in some regions (e.g., Hauts-de-France
where some areas that had been ploughed had to be reconverted to grassland in 2016; and
Normandie where the proportion to be ploughed went over the 2.5% level, triggering a pre-
authorisation process to be put in place). The results of the 2020 agricultural census should
shed light on more up to date figures on changes in the areas of permanent grassland, when
these become available.

Nonetheless, it is difficult to assess the biodiversity impact of the measure as this will depend
the types of grassland affected and the effectiveness of current protection on which there are
no data.

Crop diversification

Although the main objective of the crop diversification measure is to improve soil quality,
diversifying the number of crops that are cultivated may also have some effects on biodiversity
(particularly soil biodiversity). These effects, however, depend on the types of crops grown and
when the crops are grown (e.g., spring sown versus autumn sown).

The indicators show that 79% of arable land (14.4 million ha) is subject to the crop
diversification measure in 2019. However, analysis for the evaluation study on the greening
measures estimated that in France, changes in cropping patterns had taken place on only 0.2%
of arable land. The main changes seen were slight decreases in maize and common wheat
areas, with increases in barley, rape, and turnip rape. However, the data used for this analysis
was not able to discriminate between spring and winter crops which limits the ability to
determine the likely effect on biodiversity. The availability of an ‘equivalence’ measure in
France which allows the continuation of single cropping of maize further limits its biodiversity
benefits.
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Table 1.7: Output indicator data for the Pillar 1 greening measures in France — 2019 figures

Source: DG AGRI data portal — accessed March 2021

Hectares of arable

land declared by
farmers subject to
crop diversification
Hectares of permanent
grassland declared by

Crop

diversification OID_07_2a

14,406,751.66

Maintenance of

Permanent OID_08 2 . 7,597,657.59
. the farmers counting
Grassland ratio .
for the ratio
hectares covered by
OID_08 4a | ESPG (i.e. declared) - 716,855.72

Total

hectares covered by
OID_08_4b | ESPG (i.e. declared) in | 716,855.72
Natura 2000
hectares covered by

Environmentally

Sensitive 0ID_08 4c | ESPG (i.e. declared) 0
Permanent .
outside Natura 2000
Grassland Hect r
(ESPG) ectares o
designated
OID_08_5a | environmentally 1,175,940.93

sensitive permanent
grassland - Total
Hectares of
designated
environmentally
sensitive permanent

OID_08_5b 1,175,940.93
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grassland - Inside
Natura 2000

Hectares of
designated
environmentally

0OID_08_5c¢ . 0
sensitive permanent
grassland - outside
Natura 2000
0OID_09_3 Hectares of EFA 2,378,701.66 RPI_13_3 | Share of EFA in arable land - Total 12.95%
0ID_09 4a | Land lying fallow 301,493.48 RPI_13 4 | onare of EFAin arable land - Land 1.78%
lying fallow
OID_09 4b | Terraces Not used in France RPI_13_4b | Share of EFA in arable land - Terraces Elrc;:\s:ed n
0ID.09_4e Landscape features - 93.715.55 RPI13_4c Share of EFA in arable land - 031%
total Landscape features
OID_09 4f | H1édges or wooded 79,596.91
strips
OID_09 _4g | Isolated trees 1,995.06
. OID_09 4h | Trees in line
:E\cologlcal Focus OID_09_4i | Trees in group
reas OID_09_4j | Field margins
OID_09 4k | Ponds 718.36
OID_09 4| | Ditches 4,794.59
OID_09_4m | Traditional stone walls | 5.49
OID_09 n Other
0ID_09_40 | Buffer strips RPI_13 4d | ohare of EFAin arable land - Buffer |
strips
OID_09_4r | Agroforestry 165.36 RPI_13 4e | Share of EFAn arable land - 0%
Agroforestry
0ID_09. 4s Strips along forest 524296 RPI_13_4f Share of EFA in arable land - Strips 0.03%

edges

along forest edges
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OID_09_4v

Short rotation coppice

855.82

RPI_13_4g

Share of EFA in arable land - Short
rotation coppice

0.01%

OID_09_4w

Afforested areas

459.22

RPI_13_4h

Share of EFA in arable land -
Afforested areas

0%

OID_09_4x

Catch crops or green
cover

1,599,673.64

RPI_13_4i

Share of EFA in arable land - Catch
Crops or green cover

8.77%

0ID_09_4y

Nitrogen fixing crops

334,759.86

RPI_13_4]

Share of EFA in arable land - Nitrogen
fixing crops

1.81%

Greening -
exemptions

OID_06_2a

Hectares of arable
land declared by
farmers exempted
from greening - Total
exempted (including
small farmers -
excluding partial
exemptions)

1,746,281.18

OID_06_2b

Hectares of arable
land declared by
farmers exempted
from greening - total
from farmers who
comply with organic
farming

1,746,281.18

RPI_14_1

Share of area under
greening practices

82.3% - 2018 data
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There are no explicit biodiversity objectives identified for the EAGF, as this is not a
requirement of the fund. However, elements of the EAGF, namely cross-compliance
and the greening payments do feature biodiversity amongst their objectives within
the EU legislation and this should follow through into implementation decisions in
France. The French information note on the greening measures states that one of the
purposes of these measures is to improve the environmental performance of
agriculture in relation to biodiversity (alongside other environmental objectives).
However, it also makes clear that an equally important objective of these measures is
to support farm incomes.

Biodiversity considerations were not the key consideration behind the choices taken
about how to implement the greening measures in France. Rather, the aim was to
ensure that as many farmers as possible were able to access the payments.

All interventions that had the potential to deliver for biodiversity were implemented
in France as it is compulsory to make these payments available to farmers.

In terms of delivering biodiversity outcomes in practice:

o There is little empirical evidence to show the impact of the cross-compliance
GAEC standards on biodiversity, although GAEC 7 protecting landscape
features may prevent the removal of these over time. The cross-compliance
Statutory Management Requirements simply require adherence to relevant
articles of EU legislation — in the case of biodiversity this is the Birds and
Habitats Directives.

o The greening measures have delivered little for biodiversity in practice.

= Under the EFA measure, the greatest proportion of EFA is under catch
crops/green cover, something that is required under the French Nitrate
Action Plan and is not likely to deliver significant benefits for
biodiversity. Only a very small proportion of the arable area (1.77%) is
under fallow, the EFA element which would be most beneficial for
biodiversity.

= Under the ESPG measure, 61% of the total area designated as ESPG
within Natura 2000 areas is subject to the ESPG requirements and this
accounts for only 49% of the total area of permanent grassland within
these areas. On the areas subject to requirements, this should bolster
the requirements already in place to maintain permanent grassland.

= Therequirement to maintain of the proportion of permanent grassland
in relation to total UAA within certain limits is implemented at a
regional level in France which helps restrict grassland conversions to a
greater extent than if this were applied nationally. However, the impact
on biodiversity is difficult to ascertain without information on the types
of grassland that are being protected/ploughed.

= Crop diversification has brought about very little change in cropping
patterns in France and therefore has not had any discernible
biodiversity effect.
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1.6

On the basis of these findings, it is likely that the tracked biodiversity expenditure for the EAGF
in France represents a significant overestimate of the biodiversity impacts that are achieved in
practice.
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