COSTA RICA:  NATIONAL CONSERVATION STRATEGY

Costa Rica made great strides in economic and social development beginning in the second half of the 20th century.  With decisive political support, social issues such as education, basic health, child nutrition and drinking water were advanced to satisfactory levels during that period.

In parallel, the economic model passed from import substitution to an export-led growth.  As in most developing nations, however, the industrialization and urbanization processes that accompany economic and social development brought about perverse trends in the environment front: the destruction of forests, soil degradation and air and water pollution.  In this sense, Costa Rica was not an exception to modern societies in which the use of natural resources is characterized by the extraction of major economic benefits without any consideration of the environmental costs involved.

This case study discusses how Costa Rica was able to reverse this trend.  Although policy and financial planning processes were not undertaken as such, certain elements of these will be highlighted as lessons learned.  This exercise may help other countries recognize and grasp similar political, technical and financial opportunities as they occur.

1.
Background

In the early 19th century, 91 percent of Costa Rica’s territory was covered by forest.  By 1950 this percentage was down to 64, and in the following 40 years it was further reduced to less than 25 percent (MINAE, 2000). As a response to this pattern of loss, initial steps were taken towards legally saving and delimitating large representative “set-asides” of wildlands beginning in the late 1960s.  Established under the Ministry of Agriculture, and imitating the U.S. model of natural resource management, the legal and institutional toolbox consisted of the following:

i. the Forestry Department created by the 1969 Forestry Law

ii. the National Park Directorate, established by the  1977 National Parks Law

iii. the Wildlife Directorate created by the 1992 Wildlife Law

Between 1969 and 1986, these technical units were responsible for managing the protected areas, which were being created and consolidated simultaneously during this period.  These three original conservation entities also constitute the framework of the present Sistema Nacional de Areas de Conservación (SINAC).  Administratively and financially these units were independent from each other:

· Financial support for the Forestry Department (Dirección General Forestal, DGF) came from the central government budget, and from fees and taxes that constituted the Forestry Fund. This fund was used to support work plans and was complemented by international aid projects. 

· Financial support for the National Park Service came mainly from the central government budget and was complemented by charges and admissions fees, which constituted the National Park Fund. Other major sources of funding were international cooperation and grants.

· Support for the National Wildlife Service came from the central government budget and additional revenues generated through permits, fees, and fines, all of which constituted the Wildlife Fund.

Notwithstanding early action, by the early 1980s the damage done to the Costa Rican environment was evident in the fields of the destruction of tropical forests outside protected areas, moderate to extreme soil degradation (estimated at 15-20 percent of the territory), pollution of rivers and catchment zones due to the dumping of agrochemicals, and industrial and organic waste, and a generalized increase in pollution.  

2. Towards a comprehensive environmental policy

As the Government (held by different administrations) and civil society became increasingly aware of this damage, important measures were taken during the 1980s to change the trend.  Among those, the highlight is undoubtedly the creation of the Ministry of Natural Resources, Energy and Mines (MIRENEM) as a spin-off out of the Ministry of Industry, Energy and Mines in 1988.  The Ministry later evolved to its present form, the Ministry of Environment and Energy (MINAE).

The new Ministry became a catalyst for the consolidation of Costa Rica’s conservation policy and for broadening public environmental awareness. MIRENEM took charge of some of the environmental responsibilities of the Ministry of Agriculture in the areas of national parks, wildlife, and most importantly forestry, which was an important source of financing.

During the second half of the 1980s the Ministry made the first serious attempt to incorporate environmental sustainability concepts in national development policies through the Conservation Strategy for Costa Rica’s Sustainable Development (Estrategia de Conservación para el Desarrollo Sostenible de Costa Rica – ECODES).  Unfortunately, although ECODES was a state-of-the-art policy strategy, it lacked a financial strategy to support it, which eventually dimmed it down to good intentions.

The existence of the Ministry also facilitated the promotion of external financing support to the process.  Besides bilateral contributions, the Government took advantage of Costa Rica’s external debt situation between 1982-1990 to successfully undertake debt-for-nature swaps.
  This source of funding became instrumental to finance the cost of legally acquiring the conservation “set-asides” mentioned earlier, as substantial amounts of money for this purpose was not available from the national budget.

As is often the case in developing countries, the implementation of Costa Rica’s environmental policy lacked sufficient funding.  National budget resources are scarce, often contended for social programs.  In addition, the practice of a unified window (caja unica) for fiscal revenues, albeit useful from a strictly economic standpoint, does not always fairly gratify the efforts made by environmental government entities in revenue generation, as will be illustrated in the following section.

International cooperation was also weak in the 1990s.  By 1994 Costa Rica was deemed “graduated” from requiring external resources for development, and only a couple of debt swaps were initiated and later completed.  

The section that follows deals with the details of the three policy areas related to conservation: conservation areas, biodiversity and environmental services.

2.A
  
The National System of Conservation Areas (SINAC)

As saving the country's biodiversity by legal land protection became a state policy in the 1980s with the creation of the MIRENEM, private lands holding significant representation of endangered and valuable habitats and species were also included in the process for creating protected areas. Expropriation of these territories implied complex legal negotiations and high economic compensation.  The Government did not have these capacities at a time when Costa Rica was recovering from the most serious economic and financial crisis in the recent past, and had a civil war going on in neighboring Nicaragua.

By transforming these obstacles into opportunities, MIRENEM's Minister, Alvaro Umaña, launched an ambitious project to attract international concern and financing for the protected areas' land acquisition in 1986.  Bilateral support, both through fresh money and commercial bank debt-for-nature swaps, and financial and technical assistance from international NGOs were key to the consolidation of the Costa Rican protected areas system.
  In addition, philanthropy, firms and individuals played a major role in providing cash and land donations to support the nation's conservation goals. 

MIRENEM established the National Park Foundation (FPN) with the purpose of fundraising, prepare funding proposals and work together with the donor network. FPN became responsible for the creation and administration of trust funds for the different protected areas’ conservation goals, in addition to the administration of revenues generated by debt swaps.

The early 1990s were a period of transformation and inaugurated a new phase for conservation. The institutional organization had to move beyond the prevailing national parks scheme and reforestation efforts. Broader conservation goals required the involvement of civil society, and appropriate management practices had to be promoted in private lands.  The notion of a National System of Conservation Areas (SINAC) for Costa Rica originated in 1988 in response to the challenged posed by having to manage more than 100 protected areas (PAs) administered separately by the National Park Directorate, the Wildlife Directorate and the Forestry Directorate.  A first step taken in this direction was grouping PAs in seven clusters by geographical region.  Later on, PAs and buffer zones were conceived as a unit of conservation with unified policies and management, which gave birth to SINAC in 1995.

This new system merged the three technical units (forestry, wildlife and national parks) and decentralized the decision-making process to regional levels. It comprises 11 conservation areas which cover the entire continental territory and a small part of the territorial waters.  See attached map.
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The development of an innovative institutional setting contrasted with weakened financial support for conservation.  Against the backdrop of declining international aid and an inflexible central government budget structure with restricted use, the need to switch to a self-sustainable scheme became evident. Capturing and reinvesting the economic benefits of protected areas and environmental services became the instrument to support the new concept of conservation areas in Costa Rica in the 1990s.

The need for financial solutions for SINAC coincided with a tourism boom to the country, and particularly to national parks. Visitation rates increased in this period, generating a considerable flow of revenues for SINAC (See Table 1). 

Table 1.  Growth in visitors and revenues from admission fees to protected areas in Costa Rica, 1982-1996.
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For example, in 1994 admission fees for conservation areas were increased with the aim of providing SINAC with an independent budget:  fees for non-residents increased from US $1.27 to $15.00, but were brought down in March 1996 to $6.00. The fee for residents increased to approximately $1.20.

Two important obstacles emerged in the implementation of this measure: the tourism sector (National Tourism Institute, Chamber of Tourism) was fervently opposed to the increase in entry fees, arguing that higher costs would be a disincentive to demand.
  The political fight was tough within Government circles, which forced Minister of Environment to give up a portion of the increase. On the financial side, although initially park entry fees were captured by an independent body and reinvested, this modality was questioned and suppressed.  Park entry fees became national revenues destined to enlarge the unified revenue window, which means that the income generated through this mechanism was not automatically allocated to SINAC and does not trickle down to the national parks that have increased their visitation rate.

Finally, a financial mechanism that worked partially is known as “hotel dollars”. Some hotels have entered formally into negotiations with their local protected areas to transfer direct economic benefits to public conservation efforts, acknowledging the added value provided by the scenic beauty they provide. With this purpose, a Spanish hotel & resort chain has established a private trust fund for the Tempisque Conservation Area.  An estimated US$1 million has been generated by the direct contribution of charging (OR IS IT REQUESTING A VOLUNTARY CONTRIBUTION???) one additional dollar  per night from hotel customers. Similar modalities have been adopted by local and smaller hotels, except that the funding is generated by the hotel operational costs, not from visitor contributions. This funds, estimated at US$150,000, are used to support additional habitat protection (? ENLARGE PROTECTED AREAS OR COVER O&M COSTS AT EXISTING AREAS?) of species. Other efforts from tour operators or hotels have been set-up in the Osa and Tortuguero Conservation Areas. Although modest in its extent, such revenues become vital in providing ‘oxygen’ to the funding of national conservation areas. These efforts illustrate healthy partnerships that can directly fund conservation areas as visitation increases.

2.b  
Bioprospecting

The Instituto Nacional de Biodiversidad (INBio, founded in 1989) has developed a bioprospecting program through which INBio, MINAE, international industries and academia collaborate in the exploration of compounds and genetic material found in natural ecosystems that give added value to biodiversity.

An agreement between MINAE and INBio regulates the sustainable collection of biological material in public protected areas to increase knowledge of biodiversity in Costa Rica, and to share the benefits from bioprospecting between INBio and the Ministry (Nader and Mateo, 1998). 
  

The history of INBio bioprospecting agreements to date is described in Table 2 below. Generally these contracts stipulate that 10 percent of direct contributions to INBio be transferred to MINAE, and that 50 percent of any eventual royalties received by Costa Rica would return back to SINAC.

Bilateral donors and NGOs are also sources of funding to INBio and to Costa Rica. 
  For example, the Government of the Netherlands, Norway and the World Bank are financing a project focused on capacity building at INBio, SINAC, and other organizations.
  The Government of Canada approved a debt swap for CDN$11.3 million
 The Government of Spain agreed to a debt service swap (reallocation of debt service) to biodiversity conservation for US$6 million.

A more recent venture toward the financial self-sufficiency of INBio is the establishment and development of a US$4 million ‘edutourism’ (educational tourism) project known as the INBioPark. Funding was provided by seed capital from INBio and matching funds from Norway, Sweden and Canada, plus loans from the Central American Bank for Economic Integration (CABEI) and TNC. INBioPark is a gateway to national parks, taking advantage of its convenient location to provide to students, general audiences and international visitors with a brief and simplified introduction to biodiversity and national parks with live samples of ecosystems planted on the land surrounding INBio’s headquarters. 

Table 2: Most significant Research Collaborative Agreements Between INBio and Industry and Academia 

Period 1991-2002

Industry or Academic partner
Natural resources accessed or main goal
Application fields
Research activities in Costa Rica

Cornell University
INBio’s capacity building
Chemical Prospecting
1990-1992

Merck & Co
Plants, insects, micro organisms
Human health and veterinary
1991-1999

British Technology Group
DMDP, compound with nematocidal activity*
Agriculture
1992-present

ECOS
Lonchocarpus felipei, source of DMDP*
Agriculture
1993-present

Cornell University and NIH
Insects
Human health
1993-1999

Bristol Myers & Squibb
Insects
Human health
1994-1998

Givaudan Roure
Plants
Fragrances and essences
1995-1998

University of Massachusetts
Plants and insects
Insecticidal components
1995-1998

Diversa
DNA from Bacteria
Enzymes of industrial applications
1995-present

INDENA SPA
Plants*
Human health
1996-present

Phytera Inc.
Plants
Human health
1998-2000

Strathclyde University
Plants
Human health
1997-2000

Eli Lilly
Plants
Human health and agriculture
1999-2000

Akkadix Corporation
Bacteria
Nematocidal proteins
1999-2001

Follajes Ticos
Plants
Ornamental applications
2000-present

La Gavilana S.A.
Trichoderma spp *
Ecological control of pathogens of Vanilla
2000-present

Laboratorios Lisan S.A.
None*
Production of standardized phytopharmaceuticals
2000-present

Bouganvillea S.A.
None*
Production of standardized biopesticide
2000-present

Agrobiot S.A.
Plants*
Ornamental applications
2000-present

Guelph University
Plants*
Agriculture and Conservation purposes
2000-present

Florida Ice & Farm
None*
Technical and scientific support
2001-present

ChagasSpaceProgram
Plants, fungi*
Chagas disease
2001-present

SACRO
Plants*
Ornamental applications
2002-

These agreements involve a significant component of technical and scientific support from INBio.

Source:  Instituto Nacional de Biodiversidad (INBio), 2002. THIS REFERENCE IS MISSING IN THE BACK

2.C 
Environmental Services Payments

The most recent Forestry Law – Ley Forestal #7575 signed on February 13, 1996 – provides the legal and regulatory basis to compensate landowners for "environmental services" (Environmental Services Payment, ESP) offered by their lands.  The law addresses four key environmental services offered by plantations and forests: 1) carbon fixation, 2) watershed protection, 3) biodiversity resources and 4) protection of natural forest ecosystems located in life zones of particular interest (I THOUGHT THE FOURTH ONE WAS SCENIC BEAUTY?).  

One successful decentralized example of ESP is a substantial effort made by the Public Utilities Company of Heredia (ESPH), a province in Costa Rica.  Based on the Forestry Law and other related legislation, ESPH designed and implemented an environmentally adjusted water tariff. This adjustment is generating a new stream of revenues that must be used exclusively for the payment of the water environmental service.

Based on this premise, the environmental adjustment denominated tarifa hídrica has been defined as: a) the value of water as an ecological service provided by the forest and b) the cost needed to recover over used land areas close to the water sources.  The ESPH collects this income through the monthly utility bill (the amount is indicated separately in the bill) and places it in a specific fund that is used to finance PROCUENCAS (ESPH's program for the conservation and rehabilitation of the Ciruelas, Segundo, Bermúdez and Tibás watersheds in the Heredia province).  PROCUENCAS is responsible of promoting conservation, natural forest regeneration and reforestation activities with the goal to recover and protect the water sources managed by ESPH. 

A direct financial compensation is provided through this mechanism to the Braulio Carrillo National Park and private forest and land owners who undertake protection activities and measures around the main water sources that supply the aqueducts served by ESPH.  Considering that currently the highly productive infiltration and catchment area has been reduced due to increasing urban developments and non-traditional agriculture, this water ESP contributes to protect the consistent reliance of ESPH in the natural system.

3. Final Remarks 

Substantial conservation goals have been achieved in Costa Rica notwithstanding the lack of a structured policy and financing planning process.  The three elements that have been present at times of important policy leaps are a) political support at the highest level, b) an adequate legal and institutional setting, and c) financial resources.  It is also worthwhile highlighting that the Costa Rican Government has had a decisive participation in promoting environmental policies at large, and conservation in particular.  

This exercise shows that conservation financing is not an isolated endeavor.  Political and institutional structures, as well as operational details should be factored in as well. Countries must attempt to tie these often loose elements and it may well be that building a conservation strategy and doing financial planning is not as overwhelming a task, as perceived by many.  Broadening the conceptual and action framework may help other countries take solid steps towards their own conservation goals.
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� Costa Rica was in default with commercial banks during this period.  The secondary market price of the debt reached a low of 11.5 cents on the US$ in 1988, which allowed discounted transactions for environmental projects.


� The Netherlands, Canada, the US, Spain, Sweden, Norway and TNC and WWF have been crucial and recognized partners in the process.


� Decree No.  24652-MIRENEM, October 3, 1995.  The Biodiversity Law of 1998 provides for the legal support of SINAC as it operates today.


� Personal communication with Dr. René Castro, former Minister of Environment of Costa Rica.


� This explains why certain areas of the country have boomed with tourism – like the private Monteverde Reserve – but the adjacent state conservation areas continue operating with basic budgets.


� These products include pharmaceuticals, bio-pesticides, and agricultural and personal care products, such as perfumes and cosmetics, among the most common ones. A fuller description of bioprospecting and INBio can be found in Biodiversity Prospecting, by Reid, et. al., World Resources Institute, 1993.


� The 1992 Biodiversity Country Study indicated that 83% of Costa Rica's living organisms were yet to be classified.


� The INBio-Merck contract has contributed over US$500 thousand to SINAC over 11 years.  In addition, INBio has shared the benefits of multilateral grants with SINAC for over US$4 million in the period 1998-2001, which SINAC has used to support the only marine conservation area in the country.


� Personal communication with Dr. Alfio Piva, Deputy Director, INBio


� Areas of interest of this project are awareness of biodiversity and its sustainable use, biodiversity inventory work and ecological mapping of five conservation areas, and a biological information management system.


� Half of this goes to the consolidation of the Arenal Conservation Area and 50 percent to support INBio's efforts in bioprospecting, work with communities, and other projects, with a vision of financial independence of the Institute.


� Half of this is directed to civil society participation in watershed protection projects in the Central Pacific Conservation Area and the other half is dedicated to support INBio’s biodiversity resources development program.





� Other related legislation, such as, the Law for Public Utilities, the Biodiversity Law and the Environmental Law, consider water resources as an environmental service of economic value. All these support the notion that end users of water resources can contribute to finance the cost of protection and conservation of the watershed to guarantee the physical conditions for future water supply and its quality. 
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