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Conservation Financing and Program Alternatives
for Nature Conservation In IndonesIa

1 The Challenge New Approaches to ConservatIOn Fmance and Nature
ProtectIOn m the Era of Reform and EconomIc CrISIS

11 Overview ofthe Paper
ThIS paper explores a few conservatIOn fmance strategIes currently bemg explored m order to

support multI-stakeholder conservatIOn management m IndonesIa It IS not a comprehenSIve

study, as much of thIS work IS on-gomg Instead, It IS meant as a dISCUSSIon paper for GOl

counterparts, USAID and others mvolved m conservatIOn management m IndonesIa The

followmg sectIon of the paper summanzes the evolutIOn of conservatlOn management m

IndoneSIa over the past decade ThIS IS followed by a look at some ofthe key Impacts of the

econOmIC cnSIS and polItIcal reform movement on conservatlOn management m IndoneSIa

ThIS IS followed by a dIScussIon of some conservatIOn fmance alternatIves and management

reforms that would need to accompany them

12 Current Trends m Nature ProtectIOn m IndoneSia
For many years, nature protectlOn efforts m IndoneSIa were onented around a pmlosophy of

stnct preservatIOn that prOVIded for lIttle or no role for local commUnIties or enterpnses ThIS

was as true for the actIVIties of mternatlOnal donors, IndoneSIan NGOs as It was for the formal

protected areas system managed by PHPA (Department ofForestry and Estate Crop's Forest

DIrectorate General for ProtectIOn and Nature Conservation)

In the last decade, however, thIS old model has gradually evolved mto a new management

paramgm that focuses on multI-stakeholder management InItially called lCDPs, or Integrated

ConservatlOn and Development projects, new conservatlOn management strategIes attempted

to buIld local support for conservatlOn mitIatives by provIdmg communIty development

projects m the buffer zones adjacent to protected areas ICDPs offered development trade-offs

as an mcentIves to support conservatlOn Wlnle ICDPs encouraged a more pro-actIve

relatlOnsmp between protected area managers and local communIties, these communIties were
stIll conSIdered a problem to be solved or a constramt to conservatIOn management ICDPs
seemed to be more effectIve than the prevIOUS stnct preservatIOn model, but faIled to address
broader threats to protected areas management stemmmg from beyond local commumties
Further, the ICDP approach was unable to tap Into the human, techmcal and fmanclal
resources necessary for effective conservatlOn management of IndonesIa's protected areas
system New approaches are based on IdentIfymg and mobilIzmg conservatIOn management

resources from a range of mstItutIOns They Incorporate partnershIps and contractmg In order

I
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to access necessary conservatIOn management resources, as well as bIOregIOnal plannmg m

order to mtegrate protected areas management wlthm the broader context of regIOnal

development (partIcularly through spatIal plannmg) These multI-stakeholder approaches are

based on the delegatIOn of nghts and responSIbIlItIes to wIde range of stakeholders, mcludmg

local communltIes and the pnvate sector as well as regIOnal, natiOnal and even global
mterests ThIS new paradIgm to conservatIOn management IS based on a pro-actIve stance of

facilItatmg opportumtles as opposed to overcommg constramts

A number of on-gomg IDltIatlves demonstrate the value of mulIt-stakeholder management

Kutal NatiOnal Park has facIlItated a successful partnershIp WIth local busInesses that

contnbute Important finanCIal and techmcal resources to several conservatiOn InItIatIves such

as buffer zone development WIth local commumtles all.d conservatlOn educatiOn and

awareness for local school chIldren Bunaken NatlOnal Park IS forgmg relatlOnshlps WIth dIve

operators m order to better momtor and manage the park's coral reefs and the threats to them

In Lore Lmdu NatIonal Park, a forum of local NGOs and communIty groups to address a WIde

range of communIty conservatIon and development mitIatIVes m and around the park These

examples of multI-stakeholder management demonstrate the Importance of decentralIzed
natural resources management ConservatIOn and sustamable management IS best achIeved
through shanng management nghts and responSIbIlItIes WIth local stakeholders Achlevmg a

multI-stakeholder conservatIOn management paradIgm goes beyond a change m day-to-day

lOll ,CrVtltlOl1 management It also reqUIres sIgmficant changes to financmg conservatIOn

management The Importance of InnovatIve financmg mitIatIves to support conservatIOn

management IS magmfied as a result the current economIC cnsis m IndoneSia and around the

world Now more than ever we must work creatIvely WIth relevant stakeholders to develop

dIverse fundmg mechanIsms, manage conservatiOn finances m a sustamable manner, and

allocate these finances m a tImely and fleXIble manner that supports effectIve conservatIOn

management In IndoneSIa

13 Mam Impacts ofthe Economlc Crms on Conservatwn Fmance and Nature Protectwn
The current economIC cnSIS has resulted m mcreased threats on IndoneSIa's protected areas

combmed WIth reduced government budgets necessary to address these threats A survey of
National Parks across IndoneSIa (conducted by AC Nielsen SRI, 10 collaboratIon WIth the
World Bank and USAID's NRM program) shows 10creased mCIdence of encroachment, land

cleanng, timber extractIon, gathenng of non-tImber forest products and huntmg As threats to

the conservation mtegnty of IndonesIa's protected areas system mcreases, government

budgets necessary to ove:r;come these threats have been slashed by as much as 80% m dollar

terms
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Results of thIS survey are supported by observatIOns made byNRM staff and consultants over

the past two months (AddItional mformatIOn from thIS report IS provIded m AppendIX 1)
Major Impacts of the economIC cnsls seen m or reported from USAIDINRM-asslsted SItes m

Kahmantan and SulaweSI mclude

1 Increased land cleanng m order to grow export commodIties hke cocoa and coffee, as

seen m Lore Lmdu NatIOnal Park, Central SulaweSI

2 Increased 11legalloggmg actIVIties to meet local market demands for wood, as seen m

Kutal NatIOnal Park, East Kahmantan, and Lore Lmdu NatIOnal Park, Central SulaweSI

3 Increased fishmg to meet demand of export-onented !lve fish trade, as seen m Bunaken

NatIOnal Park, North SulaweSI

4 Increased pressure by mmmg compames to obtam exploratIOn and/or mmmg nghts m

mmeral-nch parks and protected areas, as reported from Kutal NatIOnal Park, East

Kahmantan

5 Reduced government fundmg for management to protected areas, whIch has resulted m

reduced enforcement and patrollmg, as seen m or reported from all natIOnal parks

Encroachment m the above referenced USAIDINRM SItes does not seem to be dnven by

mcreased mCldence of poverty, WIth the exceptIOn of mcreased mCIdence of gleanmg on the reef

flats ofBunaken NatIOnal Park ThIS IS not to say that poverty, too, IS not leadmg to

encroachment of parks and protected areas VIrtually all of the communItIes hvmg around the

above referenced park can be categonzed as poor even before the cnSlS It can be assumed that

parks and protected areas surrounded by hIgher populatIOn denSIties are expenencmg more
poverty-dnven encroachment These parks and protected areas could be the focus ofpadat karya

and other SOCIal safety net programs

Further, some encroachment Issues result from local demands, from both commumtIes as well as

local government offiCIals, to mcreased nghts and responslblhtles to local natural resources ThIS

IS clearly an Important mdlcator of the need to faclhtate stronger, more pOSItive coordmatlOn and

partnerships WIth local stakeholders m order to achIeve effectIve conservatIOn management Tills

can only be done through delegatIOn ofnghts and responSIbIlItIes to these stakeholders m the

short-run, and then by workmg WIth these stakeholders to develop adequate mstItutlOnal capaCIty

and human resources to manage protected areas m the medlUm- and long-run
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Current GOl budget for effectIve protected areas management, and especIally for facIlItatIng

multI-stakeholder management, are madequate as a result of the current cnSIS Rather than

waItmg for GOl budgets to mcrease, there IS a umque opportumty to decentralIze management

authonty and financmg responsibilIty from PHPA and to other stakeholders ThIs cnSiS IS an

unparalleled OppOrtunIty to pursue alternatIve fundmg mechamsms, from debt-for-nature swaps

to carbon swaps, to fund multI-stakeholder conservatIOn management AddItiOnal resources

could be generated to establish park andlor regiOnal conservation management trust funds

capItalIzed through mmmg royaltIes, and boostmg tounsm and other mdustnes that rely on

conservatIOn or sustamable management of IndoneSIa's natural resources Recent financIal

support from corporate members of Fnends of Kutal for conservatiOn management actIvItIes of

Kutal NatIOnal Park IS Just one example of this

2. Current Trends III ConservatIon Fmance for Nature ConservatIon

2 1 G01 Conservatlon Fznancmg
Fmancmg ofprotected areas management m IndoneSIa has occurred pnmanly through the GOr
annual budgetmg process, WIth Park managers submlttmg detaIled annual budget requests for

specIfic routme and operatIOnal actIvIties Budget requests are passed on to the regIOnal Kanwil

Kehutanan dunng the thIrd quarter If the fiscal year and eventually on to Bappenas for reVIew

mil dpproval Approved workmg budgets are returned to Park managers at the start of the start of

the fiscal year, With funds made available soon after that While thIS budget plannmg process

works well for routme management actIVItIes, It IS hIghly restrictIve to field realItIes that reqUIre

fleXIble and adaptIve responses to new management constramts Park managers are unable to
predIct many of the threats to NatIOnal Parks, and thus may be unable to adequately address them

when they anse From natural dIsasters such as forest fires to human pressures such as large­
scale land-cleanng, mstantaneous threat demand rapId management response The GOr annual
plannIng process, whIle appropnate for routme expenses, does not proVIde thIS necessary

flexIbIhty

WhIle PHPA mamtams overall responsIbilIty over IndoneSIa's protected areas system, many

other government agenCies and InstItutIOns are also mvolved m nature protectIon and/or

bIOdIversIty conservatIOn PartIcularly at the local level, Pemda Tk I and Pemda Tk IT, as well as

local umversitles, are encouraged to actively support conservatIOn and protected areas

management These agenCies and mstitutIons are able (and sometImes do) support conservatIOn

and Integrated conservatIOn and development mitiatives through theIr budgets Unfortunately,

local government agenCIes are often more concerned about economIC development than nature

conservatiOn (a problem that IS only mcreased due to the current economIC cnsIs) Further,

coordmatIon remams low ThIS is especIally true for local agency coordmatlOn With NatiOnal
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Park offices (whIch are dIrectly lmked to PHPA m Jakarta Increased coordmatIOn at the local

level could lead to mcreased budget commItments to conservatIOn AgaIn, thIS IS best achIeved

through the shanng ofnghts and responSIbIlItIes

2 2 Tourlsm Revenues and User Fees

Tounsm contnbutes sIgmficant revenues to some protected areas, and very lIttle to none m many

others In both cases, the value of IndonesIa's protected areas and natural beauty m general to the

tounsm mdustry IS poorly understood Recent expenence m Bunaken NatIOnal Park clearly

exemplIfies thIS Local government officials challenged that Bunaken NatIOnal Park dId not

contnbute to the local economy, argumg that there were no revenues generated specIfically from

or as a result of the establIshment of the park On the other hand, an NRMP survey clearly

demonstrates that more than 80% of all tounsts arnvmg m North SulaweSI come for Bunaken

NatIOnal Park As a result oftounst mterest m the beauty ofBunaken NatIonal Park, more than

ten dIve centers have been establIshed MOJor hotel chams, mcludmg the Novotel and Century,

have mvested In large resorts catenng to dIvers commg to expenence Bunaken NatIOnal Park

Other examples of small-, medlUm- and large-scale tounsm development lInked to IndonesIa's

natural beauty can be found across the archIpelago, partIcularly around protected areas Thus,
protected areas clearly contnbute to regIOnal development, both through generatIOn of revenues
and prOVISIon of employment OpportunItIes

To date, user fees have not contnbuted SIgnIficant revenues to conservatIOn and protected areas

management In most parks, the number of VIsItors and user fee pnces are too low to generate

SIgnIficant fundmg Further, the dIstnbutIon system of revenues generated from user fees does

not proVIde adequate InCentIve for aggressIve collectIOn None of the fees collected IS returned

to the NatIOnal Park office, WIth the revenues Instead bemg allocated elsewhere There IS

excellent OppOrtunIty to re-assess user fees collectIOn and dIstnbutIOn In order to support multI­

stakeholder management RaIsmg fees, espeCIally for mternatIOnal tounsts, could lead to the

generatIOn of SIgnIficant revenues Allocatmg those fees eqUltably among stakeholders could

support essentIal management InItIatIves These revenues could be speCIfically earmarked for

adaptIve management mitIatIves, thus offsettmg the current constramts of the GOI annual budget
plannmg

2 3 Donor Projects and ConservatIOn Fmancmg
Projects from the mternatIOnal donor communIty prOVIde Important finanCIal resources to some
of IndonesIa's protected areas, yet, whIle substantIal sums ofmoney have been mvested m a

number ofprojects, long-term conservatIOn management remams elUSIve A major problem With
most project financmg IS that too much money IS mvested for too short a penod of tIme
ConservatIon management IS an adaptIve and on-gomg process, and there IS a need for extenSIve
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mstItutlOnal strengthemng and human resources development ThIS IS long-term and mcrernental

work, and can not be achIeved m too short a penod oftlme Project financmg for mulu­
stakeholder management would be far more effectIve spread-out over a long penod of time
Rather than fundmg projects, It may be more useful to fund conservatiOn trust funds that would

be managed to meet changmg conservatiOn management opportumties and constramts of

partIcular protected areas or regiOns Incremental financmg through conservatlOn trusts could

mitIally support human resources development and mstitutIonal strengthemng, then buffer zone

development, and then conservatlOn management and momtonng Such financmg could offset

routme expenses covered m the GOl budget, and provIde fleXIbIlity for more adaptIve, multl­

stakeholder management

3. ConservatIOn Fmancmg for Multi-Stakeholder Management

The goal of conservatIon financmg for multI-stakeholder management IS to capture sIgmficant

commItments for long-term financmg of pnonty conservatlOn as well as conservation and

development mltlatlVes across IndoneSIa There IS no smgle best mechamsm for generatmg

funds, nor IS there a best mechanIsm for managmg and dlstrlbutmg these funds The key lies m

mobIllzmg a dIverSIty of conservatlOn financmg resources, and managmg and dIstnbutmg them
m an eqUItable manner among productIve stakeholders

Conservation financmg should contmue to come through the Gal annual budget, speCIfically for

routme operatlOnal expenses for conservatiOn management User fees for protected areas should

be raIsed, WIth revenues dlstnbuted among conservatiOn management stakeholders m order to

address adaptIve management ImtIatlves the GOl budget may not capture Donor mltlatIves may

want to explore a new strategy of fundmg long-term, mcremental conservatiOn management

InItlatives rather than large-scale but short-term projects AdditlOnal financmg mechamsms,

mcludmg debt-for-nature swaps and carbon emiSSlOn offsets through Jomt ImplementatiOn (JI)

PartnershIps WIth local, natural-resource extractIve or tounst-based mdustry should be faCllltated

In order to proVIde both necessary fundmg as well as other relevant techmcal resources

Management and dlstnbutlOn of funds should clearly support the delegatlOn ofnghts and

responSIbIlItIes necessary for effective multI-stakeholder management Local or regIonal

conservatIon trusts are potentIal mechanIsms for managmg and dlspersmg conservatiOn funds

among stakeholders over the long-run AddItlOnal alternatIves mclude a range ofpartnershlps,

from NGO forums, to stakeholder forums, to publlc-pnvate partnershIps In all cases, reqUIred
I

leadershIp skIlls mclude facllItatlOn, confllct resolutlOn and busmess management above the

blOlogical SCIences
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The sectIOns below explore some mnovatIve conservatIOn fmancmg and management

mechamsms

3 1 ConservatlOn Fmancmg

3 1 1 Debtfor Nature Swaps
A debt-for-nature swap IS a conservatIOn financmg mstrument that works by cancellIng external

debt m exchange for the mobIlIzatIOn of domestIC resources for conservatIOn or mtegrated
conservatIOn and development management Smce ConservatIOn InternatIOnal faCIlitated the
first swap m BolIvIa m 1987, more than $1,000,000,000 of debt has been converted to local

conservatIOn ImtiatIves m more than thIrty countnes around the world

A Debt-for-Nature Swap IS a potentIal financmg too!for protected areas management because

1 It reduces natIOnal debt and contnbutes to strengthemng the economy, whIle reducmg

potential over-explOitatIOn of natural resources A heavy debt burden adds sIgmficant

pressure to non-sustamable rates of resource explOItatIOn Reduced debt leads to reduced

pressures, and

2 It converts external debt oblIgations mto productive local mvestments toward

conservatIOn, and ensures necessary fundmg for protected areas management actiVIties

The debt-for-nature swap concept was developed durmg the Latm Amencan debt cnSIS of the

1980s At the time, many Latm Amencan countries had a slgmficant proportIOn of then

sovereIgn debt due to pnvate sector credItor banks IndoneSIa's current debt profile IS

SIgnIficantly dIfferent than thIS, WIth most of the sovereIgn debt (valued at more than

$60,000,000,000) due to sovereIgn credItors Pnvate corporate debt (valued at more than

$70,000,000,000) IS owed to pnvate credItors, mcludmg both domestic and mternatIOnal banks
and other finanCIal mstItutIOns

The NRM program IS currently conductmg a feasIbIhty study for the debt-for-nature swaps m

IndoneSIa ThIS feasIbIllty study IS lookmg at both sovereIgn and pnvate debt converSIOn

opportumtIes, assessmg polItIcal rIsk and transaction costs, and gettmg a sense among credItors,

debtors and mvestors of the level ofmterest m debt-for-nature swaps as a conservatIOn fmancmg

mstrument Early mdicabons show strong support for thIS work, both through sovereIgn and
pnvate debt buy-back or swap mechamsms

Funds denved from debt-for-nature swaps can be used to fund a vanety ofmltIatlves, from

routme protected areas management to the estabhshment of conservatIOn management trammg

programs Funds denved from swaps could also be used to endow local or regIOnal conservatIOn
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trust funds There IS also strong mterest 10 explonng the use of debt swaps and buy-backs for

fundmg both development and socIal-safety net mltlatIVes

AddltlOnal mformatlon on Debt-for-Nature swaps, mcludmg dIagrams of three party swaps and

bIlateral buy-backs, IS provIded 10 AppendIx II

3 1 2 Carbon Offsets and Jomt ImplementatIOn

Carbon offsets through Jomt ImplementatlOn IS a conservatIon financmg mstrument developed

dunng the 1992 RlO Earth SummIt and strengthened dunng last year's Kyoto Conference m

Japan The baSIC Idea of carbon offsets and Jomt ImplementatIOn IS for a company emlttmg C02

to trade the responsibIlIty to reduce emiSSlOns by paymgior the mamtenance of an offsettmg

carbon smk Thus, a publIc utIlIty company operatmg 10 the Umted States or Europe may choose

to support a conservatlOn or forest rehablhtatIOn mitlative ill IndoneSIa as a swap for the

contmued nght to emIt C02 Carbon offsets and Jomt ImplementatlOn does not contnbute to

global conservvatlOn, but offsets the Impact of C02 emiSSlOns

Estabhshmg carbon offsets and Jomt ImplementatlOn m IndonesIa could be done WIth companIes

operatmg withm IndoneSIa or anywhere else 10 the world Incentlves for companIes to Jom such

a partnershIp are currently not very strong, as few countnes stnctly enforce and momtor C02

emiSSlOns The few examples of carbon offsets and Jomt ImplementatlOn are usually lllitiated by

companies trYing to convey high envIronmental and SOCial standards of corporate responslbIhty

Funds denved from carbon offsets and Jomt ImplementatlOn could fund a range of forest

conservatlOn and/or forest rehabIhtatlon management activitles In IndoneSIa NRM WIll explore

new opportumties from thIS mechanIsm over the next year

3 1 3 Prrvate Sector Partnerships
Pnvate sector partnershIps prOVIde excellent opportumtles to generate finanCIal and techmcal
resources necessary for conservatlOn management, as well as to broaden overall understandmg of

and commItment to conservatIOn among IndonesIa's dIverse stakeholders m conservatIOn

management Natural resource extractmg mdustnes operatmg adjacent to and tounsm-based

mdustnes rehant on local protected areas are the most logIcal targets for pnvate sector

partnershIps Natural resource extractmg compames are encouraged to Jom such partnerships m

order to 'give somethmg back' as well as to bUIld therr Images of good corporate CItIzens

Tounsm-based mdustnes often rely on local protected areas for theIr busmess Jommg

conservation management partnershIps enable tounsm-based companIes the opportUnIty to buy­

mto local conservatlOn management and to become an active stakeholder
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Pnvate sector partnershIps can contnbute sIgnIficantly to protected areas management In

IndonesIa, but It IS Important to facIlItate such partnershIps m a manner that balances

conservatIOn management ObjectIves wIth corporate ObjectIves The Fnends ofKutal Model

supports thIs EIght corporate members ofFnends ofKutal have been reluctant to contnbute to

NatIOnal Park management, and the Kutal NatIOnal Park manager had been frustrated WIth the

progress of thIS partnershIp Through faCIlItatIng a more open dIalogue and explonng the

pOSSIbIlIty of the formatIOn of a formal Fnends of Kutal yayasan, NRM was able to convmce all

partIes of the mutual benefits denved from thIS partnershIp As a result, Fnends ofKutai

partners contnbuted Rp 1,500,000,000 to a range ofmultI-stakeholder conservatIOn management

actIVIties for Kutal NatIOnal Park ThIS IS a SIgnIficant contnbutIOn, as It clearly exceeds the

GOl annual budget for the park and It also proVIdes park management greater fleXIbIlIty In

addreSSIng management constraInts A SImIlar partnershIp IS beIng establIshed WIth tounsm­

based companIes operatmg m and around Bunaken Agam, mcentlve to partICIpate m

partnershIps rests m the sharmg ofnghts responSIbIlItIes among stakeholders

3 2 Managmg ConservatIOn Fmances

3 2 1 Local and RegIOnal ConservatIon Trust Funds
Local and regIOnal conservatIOn trust funds can support multI-stakeholder conservatIon

management m a number of ways Trust funds can support long-term, mcremental fundIng

OpportunItIes Through endowment funds, revolVIng funds or s10kmg funds, SIgnIficant amounts

ofmoney necessary for effective conservatIOn management are made avaIlable for a long penod

of time ThIS IS unportant as It enables stakeholders to develop long-term conservatIOn

management VISIOns, and to then take the necessary steps, WIthout bemg rushed by project or

donor constra1Ots, to achIeve that VISIOn ThIS may mean substantial change m actIVItIes over

tune, from human resource development and trammg at the start of ImtIatIve, to buffer zone

development m order to generate necessary local support, and then to bIOdIverSIty management

and momtonng In order to measure the level of success

Local and regIOnal conservatIon trust funds also support multI-stakeholder conservatIOn

management through the management of fundmg declSlons through the funds' board of dIrectors

FormatIOn of such boards can Include representatives from a range ofgovernment and non­

government (CIVIl SOCIety) 1OstItutions, and thus ensure transparency and eqUIty among

stakeholders The formation of these boards can also achIeve hIgh levels oftechmcal expertIse
necessary for gwd10g long-term conservatIOn ImtIatIves WIth adequate SCIentIfic and SOCIO­
economIC knowledge

AddItIOnal InfOrmatIon on conservatIOn trust funds IS prOVIded 10 AppendIces ill and N
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ConclusIons and RecommendatIOns

Multi-stakeholder management offers an efficient and eqUItable approach to strengthened
conservatIOn management of IndonesIa's protected areas system Such a management paradIgm
has been evolvmg m Indonesia over the past decade, and the sense ofurgency for facllItatmg
multI-stakeholder conservatlOn management has grown as a result of the current economic cnSlS

Important steps for achIevmg multI-stakeholder conservatlOn management mcludes

I The delegatiOn and shanng ofnghts and responSIbIlIties among all stakeholders

Each stakeholder's mvolvement should be perceIved as an opportumty rather than a
constramt ThIS may mclude reVlSlon of relev.ant legIslatIOn and polIcy It also
mcludes developmg appropnate mechamsms to encourage coordmatlOn among
government agenCIes

2 PrOVIde adequate guIdance and mcentlves for the development of partnershIps Well­
facIlItated partnerships can prOVIde Important fmanclal and technical resources
necessary for effectIve conservatIOn management Adequate mcentlves need to be
prOVIded m order to encourage mvolvement

3 Alter GOl financmg for protected areas management by usmg the annual GOl budget
cycle to fund routme operatIOnal expenses, and usmg adequately raised user fees, to
be managed by NatIOnal Park offices as well as local stakeholders, for more adaptIve
management mltIatlves

4 Work WIth the donor commumty to change theIr fundmg paradIgm ExpenSIve, short­
term projects do not work It may be better to fund long-term, mcremental mltlatIves
managed by local stakeholders

5 Explore alternative conservatIOn financmg mechanisms, mcludmg but not lImIted to
debt-for-nature swaps and carbon offset Jomt Implementation

6 Explore alternative models for managmg long-term, multI-stakeholder conservatlOn
finance mltlatlves, mcludmg but not lImIted to reglOnal and local conservatIOn trust

funds
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Appendix I: Indonesia's Economic Crisis and its
Impacts on Protected Areas
Management

1 Introductlon

The current economIC cnSIS sweepmg across IndonesIa and the rest of Southeast ASIa has
resulted In a number ofnegatIve Impacts on the conservatIOn management of IndonesIa's
protected areas system ThIS paper presents a qualItatIVe look at these problems based on
recent expenences mUSAID/NRM-asslsted SItes m KalImantan and SulawesI The mam
conclUSIOn IS that the economIC cnSIS has led to Increased encroachment mto protected areas
WIth reduced finanCIal resources necessary to adequately address these threats

Major Impacts ofthe economIc cnSlS seen In or reportedfrom USAIDINRM-asslsted sItes
In Kallmantan and SulaweSI Include

1 Increased land clearmg m order to grow export commodItIes lIke cocoa and coffee, as seen
m Lore Lmdu NatIOnal Park, Central SulaweSI

2 Increased Illegal loggIng actIVItIes to meet local market demands for wood, as seen In
Kutal NatIOnal Park, East Kaltmantan, and Lore Lmdu NatlOnal Park, Central SulaweSI

3 Increased fishmg to meet demand of export-onented ltve fish trade, as seen In Bunaken
NatIOnal Park, North SulaweSI

4 Increased pressure by mmmg compames to obtam exploratlOn and/or mmmg nghts m
mmeral-nch parks and protected areas, as reported from Kutal NatIonal Park, East
Kaltmantan

5 Reduced government fundmg for management to protected areas, wmch has resulted m
reduced enforcement and patrollmg, as seen In or reported from all natIOnal parks

DISCUSSIon

IndonesIa's current economIC cnSIS has resulted In Increased encroachment Into a number of
NatIOnal Parks m Kahmantan and SulaweSI ThIS encroachment occurs by local communIties
lIvmg In and around the parks, voluntary transmigrants In search of cheap land and/or natural
resources, as well as companIes seekmg to expand mInIng operatIOns A diSCUSSlOn of four
examples of encroachment mto protected areas IS presented below

NRM Program, AppendIX 1- 1 November 1998
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1 Increased land clearing In order to grow export commoditzes lzke cocoa and coffee, as
seen m Lore Lmdu NatIOnal Park, Central Sulawesz

Large tracts afforest m Lore Lmdu NatIOnal Park are bemg cleared to grow export crops such
as cocoa and coffee This mcludes forest area adjacent to vIllages located m the Park's buffer­
zone bemg cleared by local communities, as well as forest area located m more remote parts
of the Park bemg cleared by voluntary transmlgrants reportedly from South SulawesI WhIle
the cleanng of forest for plantmg export commodity crops IS not new to Lore Lmdu NatIOnal
Park, the mtenslty of land cleanng over the past year has magmfied tremendously The reason
for this, accordmg to local farmers IS not mcreased mCldence of poverty but rather economIC
mcentIVe The devaluatIOn m the RUpIah durmg the economIC cnslS, compounded wIth hIgh
global market pnces for many commodItIes due to last year's El Nmo weather phenomenon
has made the pnce of these commodItIes very attractIve m RupIah tenns Small fanners see
or hear about other farmers becommg nch from theIr export commodttles, and search for
cheap, fertIle land m order to plant theIr share of the wealth WhIle these farmers know they
can not make legal claIm to NatIOnal Park land, lack of enforcement and patrollmg by rangers,
whIch has mtensIfied dunng the economIC cnSIS due to reduced government budgets, does not
deter them

2 Increased zllegalloggIng actzvztzes to meet local market demands for wood, as seen zn
Kutaz NatIOnal Park, East Kalzmantan, and Lore Lzndu Natlonal Park, Central Sulawesl

Illegalloggmg m KutaI and Lore Lmdu NatIOnal Parks has mcreased sIgmficantly dunng the
current economIC cnsis Contacts report that domestIc wood supply for local constructIOn has
shrunk dramatIcally and, as a result, the pnce has gone up As m the above case of cleanng
land for farmmg cash crops, encroachment for lllegalloggmg results from growmg economIC
OppOrtunIty and reduced fear of enforcement or prosecutIOn In Lore Lmdu NatIOnal Park, an
NRM film crew was chased out of the Park whIle trymg to film Illegalloggmg Accordmg to
the loggers, at least some of the Park's rangers were mvolved m thiS m order to compensate
theIr salanes

In one case m Lore Lmdu NatIOnal Park, reportedly condoned lllegalloggmg by a VIllage
Head may also be lInked to an expressIOn of local nghts over forest resources Accordmg to
second-hand reports, the VIllage Head of one buffer zone VIllage formally announced that
each household m hIS vlliage could clear up to 5 hectares of NatIOnal Park land for their
benefit

3 Increased fishing to meet demand ofexport-orzented lzve fish trade, as seen In Bunaken
NatlOnal Park, North SulawesI

The devaluatIOn of the RupIah has also made the export-dnven hve fish trade more attractIve
to fishermen, and thIS IS leadmg to mcreased fishmg pressures m and around Bunaken
NatiOnal Park Early m the economIC cnSIS (December 1997 through March 1998) there were
lIve fish holdmg cages located withm the NatIOnal Park,]ust off Manado Tua Island Imtlally
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approved by the local Dmas Penkanan, NatIOnal Park staff requested them to move out of the
Park WhIle the holdmg cages may no longer be located wlthm the Park, there are contmued
reports of Illegal fishmg In September 1998, two dlVe operators reported that each mght two
to three fishmg vessels usmg nets fished off some of the most pnstme coral reefs frmgmg
Bunaken Island These dlVe operators also report that, durmg the economIC cnsls, there has
been a dramatIC reductlOn m large fish sltmgs dunng dIves The lIve fish trade for export
markets has mcreased due to hIgher pnces m RUpIah terms ForeIgn fishmg vessels operatmg
Illegally m IndoneSian waters WIth hIghly SUbSIdIzed IndoneSIan fuel exacerbate tills Low
operatmg costs and hIgh profit margms make Illegal fishIng a real threat for Bunaken and
other manne protected areas m IndoneSIa

Seaweed cultIvatlOn for export contmues on the reef flats off ofNam Island as well as the reef
flats off the coast of the southern portlOn of Bunaken NatlOnal Park WhIle provldmg
necessary economIC OPPOrtunIty to the Park's buffer zone commumtIes, seaweed cultivatIOn
contmues to have a negative Impact on the Park's mangrove forests as mangrove wood IS used
for cultivatIOn stakes and drymg floors necessary for seaweed cultIvatlOn The pnce of
seaweed has nsen sharply m RUpIah terms as a result of Its devaluatlOn dunng the economIC
cnSIS WhIle thIs resulted m an mltIal mflux of seaweed farmers and an Increase m
productlOU, a dIsease or vrrus that has substantIally reduced overall productIon has offset thIS

Gleanmg of reef flats adjacent to Vlllages has reportedly mcreased dunng the economIC cnSIS
A number of non-fishmg households can no longer afford to buy fish due to local mflatIOn,
and thus rely on gleanmg to meet theIr protem needs ThIS IS the only example of mcreased
pressure on a protected area's resources resultmg from poverty that we have encountered m
our work m SulawesI and Kahmantan

4 Increased pressure by mznzng compames to obtazn exploration and/or mznzng nghts zn
mzneral-rzch parks andprotected areas, as reportedfrom Kutaz Natzonal Park, East
Katzmantan

Mmmg exploratlOn and explOltatlOn nghts In mmeral-nch parks and protected areas has been
a contentlOus Issue m IndoneSIa for many years, and has been exacerbated durmg the current
economIC cnSlS Even though global market pnces for therr commodItIes are relatlVely low,
the mmmg mdustry has proven to be the most reSIlIent mdustry m IndoneSIa dunng the
current economIC cnSlS As a result, the mmmg mdustry IS responsIble for ralsmg a growmg
share of much-needed foreIgn exchange for Indonelsa As IndoneSIa struggles to overcome
thIS economIC cnSlS, It IS lIkely that there Wlll be growmg rehance on mmmg and other
resource explOltatlOn-based mdustnes to lead the way to recovery In an effort to mcrease
capaCIty, there WIll be growmg pressure to convert mmeral-nch depOSIts m IndoneSIa's parks
and protected mto economIcally productIve COWs Unhke the above mentIOned
encroachment Issues WhIch can be managed through local responses, the Issue of mmmg m
p'U"ks and protected areas IS a broader econOffilC Issue that must be carefully delIberated at
both the national and local levels
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It should also be noted that mmmg companIes (as well as other major natural resource
extractmg-based companIes) operatmg around Kutal NatIOnal Park, through the Fnends of
Kutal forum, have provIded Important financIal aSSIstance to park management CommItments
from Fnends of Kutal corporate members thIS year total about Rp 1,500,000,000 to support
conservatIOn management activIties mcludmg forest rehabIlItatIOn (necessary after last year's
devastatmg forest fires), buffer zone development, as well as conservatIOn educatIOn and
awarrness ThIs contnbutIOn IS especIally welcome due to the reduced GOI budget for the
NatIOnal Park resultmg from the economIC cnSIS

5 Reduced govemmentJundzngJor management to protected areas, which has lesulted In

1educed enforcement and patrollzng, as seen zn or reportedfrom all natronal parks

As encroachment mto IndoneSIa's parks and protected areas IS mcreasmg due to the economIC
cnSIS, PHPA's financIal resources for managmg these-problems are decreasmg The reduced
GOI budget means madequate fundmg for pro-actIve management of parks and protected
areas Average budget requests for Rp 800,000,000 per park were reduced to Rp
300,000,000, then chopped an additlona135% Dunng the same time, mflatIOn has soared to
neady 80%, Park managers have barely enough money to meet only theIr most baSIC
operatmg costs Routme actIVItIes, from enforcement and patrollIng to commumty awareness
actIVItIes have been cut all together or at least slashed sIgmficantly There IS no way to meet
the growmg threats of encroachment, and thIS IS leadIng to reduced performance among park
staff Inadequate salanes and compensatIOn packages may be leadmg some staff to engage m
secondary busmess/employment opportumties Park and protected areas management IS
weakenmg at a time when It needs to be strong

ConclUSIon.

The Impact of IndonesIa's current economIC cnSIS on USAIDINRM-assisted NatIOnal Parks m
SulaweSI and KalImantan shows growmg mCIdences of encroachment combmed WIth reduced
capaCIty to manage thIS Encroachment tends to be motIvated by an opportumty from the rural
poor to capture WIndfall mcomes from export commodItIes as well as to meet local demand
for export commodIties The value ofthese products In RUpIah terms has Jumped dramatIcally
pnmanlyas a result of the currency's devaluatIOn In at least one case, encroachment may be
lInked to the current 'reformasi' or 'forest to the people' debate A VIllage Head condonmg
forest cleanng WIthIn a NatIOnal Park exemplIfies thIS

Encroachment m the above referenced SItes does not seem to be dnven by mcreased mCldence
of poverty, WIth the exceptIOn of Increased InCIdence of gleanmg on the reef flats of Bunaken
NatIOnal Park ThIS IS not to say that poverty, too, IS not leadmg to encroachment of parks and
protected areas Vrrtually all of the commUnIties hvmg around the above referenced park can
be categonzed as poor even before the cnSIS It can be assumed that parks and protected areas
surrounded by hIgher populatIOn denSItIes are expenencIng more poverty-dnven
encroachment These parks and protected areas should be the focus ofpadat karya and other
SOCIal safety net programs

NRM Program, AppendIX 1- 4 November 1998



Current Gal budget for effectIve protected areas management are madequate as a result of the
current cnSIS Rather than waItmg for Gal budgets to Increase, we should take thIS as an
OppOrtunIty to decentralIze management authonty and financmg responsIbIlIty from the
government and to other stakeholders ThIs cnSIS should be seen as a umque OppOrtunIty to
pursue debt-for-nature swaps to fund conservatIOn management, establIsh park and/or regIOnal
conservatIOn management trust funds capItalIzed through mmmg royaltIes, and boostmg
tounsm and other mdustnes that rely on conservatlOn or sustamable management of
IndonesIa's natural resources Above CIted financial support from corporate members of
Fnends of Kutal for conservatIOn management actIVItIes ofKutal NatIOnal Park IS Just one
example of thIS
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Appendix II: Debt for Nature Swaps in Indonesia:

A Debt-for-Nature Swap IS defined as the cancellatIon ofexternal debt m exchange for the
mobllzzatlOn ofdomestIc resources for conservatIon

Smce theftrst Debt-for-Nature Swap m 1987, more than $1,000,000,000 ofdebt has been
converted to local conservatIOn InitiatIves m a dIversIty ofcountrzes around the world
mcludmg Bhutan, Bolzvza, Bulgarza, ColombIa, Costa RIca, Ecuador, Madagascar, MexIco,
Nepal, Phzlzppmes, Poland and ZambIa

A Debt-for-Nature Swap IS a potentIal fmancmg tool for protected areas management because

1 It reduces natIOnal debt and contnbutes to strengthenmg the economy, whl1e reducmg
potentlal over-explOItatIOn of natural resourcl?s A heavy debt burden adds SIgnIficant
pressure to non-sustamable rates ofresource explOItatIOn Reduced debt leads to reduced
pressures, and

2 It converts external debt oblIgatIOns mto productIve local mvestments toward
conservatIOn, and ensures necessary fundmg for protected areas management actIVIties

A Debt-for-Nature Swap IS one of many kinds of fmancmg mstruments commonly practIced
debt converSIOns, mc1udmg

Debt for Cash
Debt for Fmancial Instruments
Debt for Counterpart
Debt for EqUIty
Debt for Assets
Debt for Offsets and
Debt for Pohcy Reform

A Debt-for-Nature Swap does not trade debt for sovereignty over a nation's natural
resources Rather, a Debt-for-Nature Swap trades debtfor Investment In the conservation
management ofa natzon 's natural resources

Fundamentals of a Debt-for-Nature Swap

Three-step Fmancmg TransactIon

1 The purchase of debt by an mternatlOnal NGO or a commerCIal mvestor of a debt (at a
dISCOunt rate from face value) owed by the government to an external credItor
or
The cancellatIOn of debt owed by the government to another government (as per the
TropIcal Forest ConservatIOn Act)
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2 The exchange of that debt by the debtor government for a payment oflocal currency,
finanCIal mstruments paId m local currency (hke bonds) or assets at a premmm over the
purchase pnce (though usually also at a dIscount from face value, and

3 The use of those proceeds or assets to finance conservatIOn/protected areas management
actIVItIes In the debtor countnes

The process for completIng a Debt-for-Nature Swap mcludes

1 PreparatiOn and submIsslOn of a debt conversIon applicatlOn by the mvestor to the central
bank or mIlllstry of finance of the debtor country,

2 AuthonzatlOn of the transactlOn by the debtor government,

3 Purchase of debt to be converted by the mvestor, and

4 Tender of the debt bemg converted by the Investor and dIsbursement of the proceeds to the
benefiCIary of the swap

Benefits of Debt for Nature Swaps

Debtor Government
1 ReductIon of hard currency debt at a dISCOunt m local currency, and
2 Encouragement of pnonty mvestments

Credltor
1 ImmedIate partIal payment of debt In hard currency

Investor
1 Leverage of Investment through debt converSIOn premIUm
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GOl ConslderatIons for Debt-for-Nature Swaps

1 Establlshment of a formal debt converslOn/Debt-for-Nature Swap program versus ad hoc
transactlOns (INDRA as a posslble lead organlzatIon)

2 ApphcatlOn and approval process OrgamzatlOns, projects and types of claIms eligible for
debt converSlOn,

3 Terms of converSlOn FmancIal terms as well as macroeconomlc conslderatlOns,

4 hnplementatlOn of converSIons Fmancmg and budgetmg of debt converSlOns, as well as
control/reportmg mechamsms, and

5 Use of funds generated from Debt-for-Nature Swaps Balancmg Indoneslan policy
InltIatIves Wlth Credltor and/or Investor obJegtlves

Case Studles Debt-for-Nature Swaps at Work m Colombia and the Phlhppmes

(adapted from Spergel, Barry Profiles ofThree Envrronmental Funds WWFIUS Apn11995)

Fund Endowment

Purpose of Fund

Source of Fundmg

Fund Allocation

Prmcipal Source of Techmcal
ASsIstance m Fund DesIgn

NRM Program, AppendIX II- 3

US $18,000,000

ConservatIon and sustamable
development ofkey areas
(watersheds, urban areas),
envIronmental educatlOn, research,
and NGO capaCIty bUlldmg

Endowment funded by debt-for­
nature swaps by USAID and CIDA,
as well as by grants from local and
mtematIonal NGOs and the
Colomblan government!

34 grants totalmg US$ 1,950,000 m
1994

ColombIan government, local NGOs,
TNC, and WWF-US

US$ 22,000,000

Commumty-based natural resources
management, research, pollcy
development and NGO capaClty
buIldmg

Endowment funded by debt-for­
nature swaps by USAID (99%) and
Bank ofTokyo (1 %)

157 grants totalmg US$ 3,500,000
between 1992 and 1994

WWF-US, USAID, Pluhppme
government, 'PhIlIppme Busmess for
SOCIal Progress,' Pillhppme NGOs
and academIc mstItutlOns
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NatlOoal Representatives on the
Fund's Board of Directors

InternatlOnal Representatlves on
the Fund's Board of DIrectors

Institutional Mechamsms to
Increase Grass-Roots Partlclpatlon
In Fund Governance

Legal Structure

Investment Pohcy

Auditing ReqUIrements

Principal Fund Beneficiaries

NRM Program, AppendIX II- 4

5 votmg members from Colombian
NGOs and 2 from Colombian
government

None, but USAID and CIDA have
estabhshed separate accounts wltbm
Ecofondo over which they retam
some authority

A 'General Assembly' of297 NGOs
and 27 government agenCIes meet
annually to approve the annual
budget and set broad polley, there
are also 11 ReglOnal Councils bemg
estabhshed

Private non-profit corporatIOn
establIshed under ColombIan law

The Fund's capItal IS mvested locally
by private ColombIan mvestment
fmus

Annual audit of the Fund by a well­
known mternatlOnal accountmg firm

EnvlTonmental NGOs workmg
mdependently or m collaboratIOn
With the ColombIan government

6 votmg members from Phlhppme
regIOnal NGOs, 4 votmg members
from busmess, academia and CIVil
SOCIety, and one ex-oficJO non-votmg
member from the Phlhppme
government

1 votmg board member (on an 11
member board) from an mternatlOoal
NGO chosen durmg regular
electiOns, for 1992-94, WWF-US
was elected as the mtematlOnal board
member

3 RegIOnal AdVISOry Committees
compnsed ofNGOs and local
communIty organIZatIOns nommate
candIdates to the board, and
comment on project proposals,
programs and pohcles

Pnvate non-profit orgamzatlOn
establIshed under PhdIppme law

The Fund's capItal IS Invested m
local currency speCIal senes
PhllIppme government bonds paymg
an adjustable rate approxlffiately 4%
above mflatlon

Annual audIt of the fund as a whole,
as wen as of each funded project by
Phlhppme and US government­
accredited accountmg firms

Grassroots NGOs and peoples'
organIzatIOns, natIOnal NGO
networks, and academiC mstltutIons
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New OpportunIties TropIcal Forest ConservatiOn Act

On 28 July 1998, PreSIdent BIll Clmton SIgned the TropIcal Forest ConservatIon Act ThIS
legIslatiOn sets aSIde $325 mIllIon over the next three years for the promotIOn of Debt-for­
Nature swaps through the reductiOn of sovereIgn debt to countrIes that have endangered
tropIcal forests

ElIgibIlIty cntena mcludes a range ofpolItical factors such as a democratically elected
government and strong human nghts track record

Debt reduction IS based on sovereIgn debt to the US government (USAID and PL-480)

Local currency funds oblIgated to tropIcal forest conservatiOn resultmg from debt reductiOn
WIll be controlled by Board of DIrectors m the host country thIS Board ofDrrectors must be
compnsed of a majOrIty of local pnvate CItIzens representIng local envIronmental, academIC
and communIty groups, plus a mmonty of government members and at least one US
government member

OptiOns for pursumg TropIcal Forest Conservation Act debt reductiOn for IndoneSIa's
conservation of tropIcal forests are currentlybemg studIed as part of the Debt-for-Nature swap
feaSIbIlIty study presented below

Next Steps NRM's Debt for Nature Swap FeaSIbIlIty Study

WhIle Debt-for-Nature swaps may offer Important OpportunItIes for reduced debt and
mcreased financmg for conservatIOn management m IndoneSIa, there IS a lot of mformatIOn
gathenng and analYSIS necessary pnor to a first swap In lIght of thIS, NRM has Just 1ll1tIated
a Debt-for-Nature Swap FeaSIbIlIty Study The hIghly expenenced Study Team WIll work
WIth relevant stakeholders to explore pOSSIble OpportunIties and constramts, and to commence
a long-term process ofbUIldmg consensus among relevant stakeholders

A summary of the Terms of Reference for thIS work IS presented below

The consultants WIll work WIth NRM consultants, USAID staff, government offiCIals and
other relevant stakeholders to conduct a feaSIbIlIty study for debt-for-nature converSIOn for
financmg conservation mcludmg protected areas management m IndoneSIa The feaSIbIlIty
study WIll be the first of three stages m Implementmg a debt converSIOn If the feaSIbIlIty
study mdicates that debt-for-nature converSIOns are a VIable finanCial mechamsm for
conservatIOn fmancmg m IndoneSIa, the next step WIll be to conduct workshops to educate
local stakeholders and create a support base for the concept of debt-for-nature converSIOn The
fmal step WIll encompass the ImplementatIon of the strategy deVIsed m the feaSIbIlIty study
WIth the execution of one or several transactiOns

thIS study WIll evaluate the condItIOns for debt-for-nature converSIOns m IndoneSIa There
are three prereqUISItes for a debt converSIOn the eXistence and avaIlabIlIty of debt, the
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availabIhty of funds to purchase the debt and/or the desIre of the creditors to part with the
debt, and the polItical Will m-country to open a debt converSiOn wmdow

The IndoneSIan component of the study must mclude an analySIS of Indonesla's debt market,
an estImate of the transactIOn costs for executmg converSIOns, and an estImate of the human
resources and/or techmcal sla11s necessary for executmg converSIOns The study should
provIde a brIef assessment to determme whether the finanCIal clImate In the regIOn IS
suffiCIently stable to make debt converSIOns worthwhIle The study must also address the
polItIcal nsks of attemptIng to open a debt converSIOn wmdow, and as a corollary, IdentIfy the
mdividuals or InstItutiOns withm the IndoneSIan government who would be wIllmg to promote
the Idea of Implementmg converSIOns Fmally, we should also mvestigate the pOSSIbIlIty of
debt converSIOns conducted exclUSIvely WIth the pnvate sector

A Washmgton based analySIS WIll IdentIfy sources of bIlateral, multIlateral debt and
commercIal debt, and evaluate the advantages and..dIs~dvantages of workIng WIth the
respectIve credItors The Washmgton team WIll also work closely WIth brokers to momtor
debt pnces and begm the process of IdentIfymg potentIal donors (eIther of debt or of funds to
purchase debt)

A prelimmary report WIll be submItted to and reVIewed by a " ReVIew Team" at the end of the
study Comments and mput WIll be taken mto account and mcluded mto the final report pnor
to Its submISSiOn by the end of November

\

Prepared by Reed Memll, Protected Areas Management AdVIsor and
Efian EffendI, Protected Areas Fmance Specialtst
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Appendix III: Twelve Steps for Establishing a
Conservation Fund

(Adapted from Spergel, Barry, WWF-US, 1995)

EstablIshment of a conservatlOn fund requIres twelve specIfic steps A bnef outlIne of each of
these steps IS presented below

Step} Introduce the concept ofan environmental fund to key stakeholders,
mcludmg government offiCials and representatives

I Descnbe what has been done WIth conservatlOn funds In other countnes
2 DISCUSS pOSSIble uses of a conservatlOn fund for supportmg speCIfic conservatIon

management objectIves (for example, NatlOnal Parks management) m IndonesIa
3 PrelImmary analySIS ofopportumtles and constramts to establIshmg conservatIon

funds m IndoneSIa
4 Assess level of mterest and support, and ensure thIS IS adequate to proceed

Step 2 Identify prmclpal objectives ofthe conservatlOnfund Examples mclude

1 Support to a partIcular NatlOnal Park or protected area
2 Support a group ofNatlOnal Parks and/or protected areas m a partIcular regIOn (such

as Inan Jaya or Eastern IndoneSIa)
3 Support the entIre NatIonal Park or protected areas system ofIndonesIa
4 Support speCIfic en SItu or ex SItu conservatlOn management functlOns
5 Strengthen the capaCIty of government agenCIes and/or NGOs mvolved m

conservatlOn

Step 3 Form an mterlm orgamzmg committee composed ofprmclpal stakeholders
such as

1 Relevant government agenCIes (pHPA, LH, Fmance, Tounsm, Bappenas, office of
PreSIdent, provmcial and local offiCIals)

2 IndoneSIan UnIVerSIty and research mstItutlons (LIP!)
3 Local, natlOnal and mternatlOnal NGOs mvolved m protected areas management
4 PotentIal donors
5 RepresentatIves from local commumty groups from area concerned

Important IdentIfy an mdIvidual or orgamzatlon to take lead responsIbIlIty for convenmg
meetmgs and coordmatmg the orgamzmg process
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Step 4 Hold meetmgs to discuss and then answer the followmg questIOns

1 What type of actIvItIes and projects w111 the fund support?
2 WhIch government agencIes and NGOs should be represented on the fund's governmg

board?
3 Should there be speCIal advIsory boards or councIls to provIde techmcal support?
4 Should there be reglOnal boards or counCIls to ensure broad-based consultatlOn and

participatlOn?
5 What mechamsms can be establIshed to ensure more dIrect mvolvement by local

communItIes lIvmg m and around protected areas'"
6 What should the relatlOnship of the fund be to government agencIes, partIcularly

PHPA?
7 How wIll the fund be related to the BlOdiversIty Conservatlon ActlOn Plan for

Indonesia?
8 How WIll the fund be related to eXIstmg protec~d areas management programs?
9 What kmd of m-country financmg mechamsms are avaIlable (e g user charges,

entrance fees, speCIal ear-marked taxes, fines, one-tIme or annual appropnatlOns from
the state budget, etc )

10 Should the fund be estabhshed as an endowment m perpetutly (usmg only mterest and
dIVIdends, and leavmg the pnncipal mtact), as a smkmg fund (usmg mterest and
dIVIdends as well as pnncipal for a specIfied penod of tIme), or as a revolvmg fund?

StepS Contact donor agencies to

1 Explam the proposal to establIsh a conservatlOn fund
2 DISCUSS donor expenences WIth other funds
3 InVIte donors' participatlOn m the process of desIgnmg and orgamzmg the fund
4 IdentIfy any constramts or conditlOns that donors mIght have regardmg theIr

mvolvement (and potentIal financIal support), and how to address them
5 Determme levels of mterest among donors to support the fund
6 Explore pOSSIble mechanIsms for donor finanCIal support such as

• Debt-for-nature swaps usmg sovereIgn and/or commercIal debt
• Debt converSIons usmg government debt
• DIrect donor grants to the fund
• Donor co-financmg of partIcular projects and actIVIties m the fund
• TechnIcal aSSIstance and m-kmd donatlOns

Step 6 DISCUSS mstztutlOnal structure ofthefund With IndoneSian legal experts and
organzzmg commlttee to determme set-up ofthe fund as

I Pnvate trust
2 Pnvate non-profit foundatlOn
3 Parastatal orgamzation
4 Part of an eXIstmg government agency
5 NGO
6 Part of an eXIstmg NGO
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7 InstItutlOn created by specIal legIslatIve act or executIve decree
8 Autonomous fund eXIstmg wIthin an eXIstIng mternatlOnal mstltutlOn such as UNDP
9 Pnvate foundatlOn legally establIshed In another country

Step 7 D,scuss With financial management With jinanczal experts m order to
determme to keep the fund's assets m local or foreign currency, and whether
to manage the funds mSlde or outside the country, or as some combmatwn
based on

1 InflatlOn and currency nsk
2 ComparatIve nsks and returns of dIfferent types of mvestments (such as Interest

beanng bank accounts, government bonds, stocks, mutual funds), both ill IndonesIa
and overseas

3 PohtIcalImphcatlOns of Investmg the assets outSIde of IndonesIa
4 PotentIal nsk of the government appropnatillgthe fund's assets for other purposes If

the assets are kept m the country, and whether there IS any nsk of the country's foreIgn
credttors selzillg the fund's assets If these assets are located overseas

Step 8 ReView, diSCUSS and modify the results ofSteps 1 through 7 through a series
ofmeetmgs mvolvmg as many as pOSSible ofthe followmg groups, either
separately or together

1 Intenm organizillg commIttee
2 OffiCIals and staff from relevant government agenCIes and departments
3 EducatlOn and research mstltutlOns illvolved ill studyrng conservatlOn blOlogy,

resource economICS, soclOlogy, anthropology, etc
4 Broad group ofNGO representatIves
5 RepresentatIves of donor groups plannmg to prOVIde SIgnIficant fmancIaI support
6 Local government offiCials, local communIty leaders and local NGOs (pOSSIbly

through a senes of reglOnal or provmclal meetmgs)
7 Relevant pnvate sector groups, mcludmg those WIth operatlOns adjacent to NatlOnal

Parks or protected areas (such as mmIng and forestry) or WIth a relIance on NatlOnal
Parks or protected areas for the success oftherr busmess (such as tour operators, hotels
and others from the tounsm mdustry)

Step 9 Fmallze and register all necessary legal documents, mcludmg

I Charter, Deed of Trust or ArtIcles of IncorporatlOn
2 By-laws
3 Any parhamentary legIslanon or admmlstratlOn ruhngs requIred to estabhsh the fund

or to grant It tax exempt status
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Step 10 Select theftrst members ofthe fund's govermng board, and convene
meetmgs ofthe board to dISCUSS and decIde on

1 ElectIOn of officers
2 Establishment of specIal commIttees such as mvestment commIttees, or sCIentific or

techmcal advIsory commIttees)
3 Investment strategy
4 SelectIOn of mvestment manager
5 Hmng of executIve dIrector and support staff
6 Procurement of office space and eqUIpment
7 Fl1st year (and longer term) workplans wIth specIfic goals, momtonng and evaluatIOn

strategy, and tImetables
8 CommUnICatIOn strategy for dissemmatmg mformatIOn about the fund, mcludmg Its

purposes, procedures, polIcIes, governmg structure, and fund allocatIOn procedures
9 Settmg-up accountmg and audltmg system, mcludmg hmng of outsIde audItmg firm

Step 11 DesIgn and Implement afundralSlng strategy, mcludmg

1 Tike necessary steps to obtam funds from donors who have already expressed strong
mterest

2 Imttate dIScuSSIons WIth m-country offices of other donor agencIes
3 FundraIsmg tnps overseas to VISIt the head offices of donor agencIes
4 RaIse money from pnvate foundatIOns, corporatIOns and mdividuals, both m IndoneSIa

and overseas
5 Seek donatlOns of goods and servIces, mcludmg techmcal assistance

Step 12 Establtsh a funds allocatIOn program, mcludmg

1 Cntena of orgamzatIOns elIgIble to apply for fundmg
2 SelectIOn cntena of actIvItIes and projects elIgIble for fundmg
3 Process and procedures to be used for reVIew and selectIOn of proposals
4 Reportmg reqUIrements, mcludmg cntena for momtonng and evaluatIOn
5 Role and responsIbIlItIes of the fund's management and staff dunng project

ImplementatIOn by fund reCIpients
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Appendix IV:
Advantages and Disadvantages of Various Fund-Governing Structures:

Advantages Advantages Advantages

1 Can be a tool for Implementmg natIOnal
conservation strategies and effectmg pohcy
change

2

3

4

Can provide a way to orgamze and coordmate
official development assistance for the
conservatIOn sector

Can provide support for under-funded
government responsIblhtles such as National Park
operatmg and project costs

Can be a reCipient for ear-marked taxes, fmes and
penmt fees

Likely to be responsive to local needs and based
on popular partICipatIOn

2 Promotes values of democratizatIon,
decentrahzatlon and local particIpatIon

3 Able to mtegrate grass-roots economIc and social
development With conservatIOn management
programs

4 Well sUlted for mstltutlonal strengthemng of local
NGOs, and provIdmg support to local grass-roots
projects

5 Can serve as a vehicle for private
donatIOns (lIIdlvldual, corporate and
foundatIOn)

6 ResponSive to current donor trends of
decentrahzatlon, democratIzation and
partICIpatIOn

2

3

4

5

Can serve to mstItutlonahze partnershIps between
the publIc and pnvate sectors, replacmg prevIous
patterns of confrontatIOn

Can combme most of the advantages ofthe other
two types of governmg structures while aVOldmg
many oftherr lImitations

LIkely to result In projects that are sustamable m
the long-run, by combmmg local mUlative With
government support

Utlhzes NGO strengths m adaptIve management
and f1exlbl1lty With government's strength m
overallmstltutlonal depth

ResponSIve to current donor trends of
decentrahzatton, democratization and
partICIpatIOn

~
~
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Disadvantages Disadvantages DIsadvantages

2

3

4

5

Personnel, programs and polICies can be subject

to sudden polItical changes

Can be top-down In approach, and msufficlently

responsive to local needs

NOD and local community SuspiCIOn of and

reluctance to wort.. with the government

Can be bureaucratIc and restricted by CIVil service

ruJes and government pay scales

Donors may be reluctant or unable to fund stnctly

government-managed activities

2

3

4

Difficult to reach consensus on programs, polICies

and ImplementatIOn with diverse group ofNGDs

Difficult to mfluence national conservation

management polIcy without bemg more closely

and formally associated with the government

Generally unable or unwIlImg to fund

government responsibilItIes mcludmg NatIOnal

Park operatmg and project costs, which may be

essentIal to biodIVerSity conservatIon

Generally unable to serve as recipient for

government-leVied taxes, fines and permit fees

1

2

3

Local comnlllmties may be confused

about whether or not to regard the fund

as an official govemment orgamzatlon

Likely to suffer from lack of focus especially If

purposes and project cntena are not clearly

specified at the outset

Ifthe NOD Side always has a clear maJonty, the

government may not take the fund as senously or

commIt as many resources as It would to a

government fund, If the government SIde always

has a clear maJonty, the NODs may be taken for

granted and they may Simply focus on gettmg

shorHerm fundIn£! for thelT own prOJects

(Adapted from Spergel, Barry, WWF-US, 1995)
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