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EXECUTIVE SUMMARY

The Belt and Road Initiative (BRI) promises to create new opportunities for shared growth among
countries through policy coordination, connectivity, unimpeded trade, financial integration, and
people-to-people connections. It takes on new and deeper relevance amidst the global pandemic that
has stricken the world. The fight against COVID-19 pandemic has made it abundantly clear that the
global community is inescapably interconnected and needs stronger international collaboration
through shared institutions and economic growth paths that are resilient, inclusive, and sustainable.
The BRI has the potential to make major contributions to these needs.

This Special Policy Study (SPS) is the second phase of the SPS on the theme of “Green Belt and Road
and 2030 Agenda for Sustainable Development” under the auspices of the China Council on
Environmental Cooperation and Development (CCICED). The first phase was implemented from
2018 to 2019 and provided broad principles, objectives and approaches towards the green
development of Belt and Road. In 2021 (rescheduled from 2020 because of the pandemic) China will
host the 15" meeting of the Conference of the Parties (COP 15) for the Convention on Biological
Diversity (CBD). For this reason, this second phase examines the extent to which the BRI can also
promote biodiversity conservation across the globe.

The BRI has significant potential to boost the incomes of BRI countries and the world at
large.According to the World Bank, the BRI could increase trade in BRI countries by 9.7% and
foreign direct investment (FDI) by 7.6%, which would lead to an increase in real income for Belt and
Road economies by up to 3.4%. Increases of standards of living in the BRI countries also benefit the
rest of the world, which according to the World Bank would grow by up to an additional 2.9% due to
the BRI. These estimates stand in sharp contrast with similar estimates for the Trans-Pacific
Partnership, which would have boosted the growth of its membership by just 1.1% and the rest of the
world by 0.4% (Petri and Plummer, 2016).

Alongside the significant benefits associated with major infrastructure financing, large infrastructure
finance is also endemic to a set of sustainability-related risks, including biodiversity risk, and the BRI
iS no exception. Several early studies in China and abroad have shown that a number of the
biodiversity risks common to infrastructure investment may also become common for the BRI. These
studies show that the BRI may become associated with losses in wildlife movement and mortality
through habitat loss, the spread of invasive species, increases in illegal logging, poaching, and fires;
and cause deforestation through the construction of roads, power lines and power plants, and
subsequent mining activity. For these reasons, it is important to incorporate eco-environmental risk
mitigation and management into the “green BRI” framework to align it with the 2030 Agenda for
Sustainable Development.

Chinese President Xi Jinping exhibited China’s global commitment to biodiversity when he unveiled
the Beijing Call for Biodiversity and Climate Change alongside French President Emmanuel Jean-
Michel Fré&l&ic Macron in late 2019. In the call, China and France pledge to lead by example to

“Mobilize additional resources from all sources, both public and private, at the domestic and
at the international level, towards both climate adaptation and mitigation; make finance flows
consistent with pathways towards low greenhouse emissions and climate-resilient
development, as well as for the conservation and sustainable use of biodiversity, the
conservation of oceans, land degradation amongst others; ensure that international financing,
particularly in the infrastructure field, is compatible with the Sustainable Development
Goals (SDGs) and the Paris climate agreement.” (China Daily, 2019, emphasis added).

With the aim of operationalizing these commitments, this SPS examines how both China and
international institutions have learned over time to prevent and mitigate such risks. China’s Ecological
Red Line standards and analogous international practices offer a number of models that can be
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adapted to green the BRI with respect to biological diversity. The report includes further strategic
principles for aligning the BRI with the Sustainable Development Goals (SDGs) and the Paris
Agreement in general and establishing the green BRI Roadmap, i.e. China and the BRI participating
are expected to mainstream green development through the “five connectivities” in buiding the Belt
and Road, in order to jointly implement policies and measures for protecting eco-environmental and
tackling climate change, as well as to support the international processes for environmental
agreements such as CBD and the United Nations Framework Convention on Climate Change
(UNFCCC). This strategy links three frameworks: the green BRI, the 2030 Agenda for Sustainable
Development, and development goals of BRI participating countries. Specifically, this SPS
recommends further enhancing environmental management at project level; establishing a BRI
evaluation and management mechanism to properly consider the projects’ potential impacts related to
environmental pollution, biodiversity conservation, and climate change; as well as greater use of
green finance instruments for BRI-related projects.

Under the framework outlined by the above Roadmap for building a green BRI, with a special focus
on Sustainable Development Goal 15 (SDG 15) and biodiversity conservation, more specific policy
recommendations have been proposed to better align BRI, SDG 15, and CBD. This SPS recommends
that China:

(1) Improve assessment and classification oriented management of BRI projects to align the BRI
with SDG 15 and the CBD;

(2) Mainstream biodiversity standards as an integral part in environmental impact assessment
for BRI projects;

(3) Take ecological redlining as a key instrument to link the BRI and SDG 15;

(4) Adopt a mitigation hierarchy for those projects identified as having significant biodiversity
risks as a result of strategic environmental assessment; and

(5) Establish a governance and financing structure for implementing and monitoring progress
toward aligning the BRI with SDG 15, and creating synergies with efforts for SDG 13 of
Climate Action.

1. LINKAGES BETWEEN THE GREEN BELT AND ROAD_ AND_ THE 2030
AGENDA FOR SUSTAINABLE DEVELOPMENT

1.1 Background and Progress of Building the Green Belt and Road Initiative

1.1.1 The Background, Goal and Achievement of the Belt and Road Initiative

Since the financial crisis in 2008, the world has recognized the need to forge new sources and patterns
of economic growth. In this context, the Belt and Road Initiative (BRI) was proposed as China’s
contribution to a comprehensive solution for sustainable development. Pursuing the principles of
extensive consultation, joint contribution and shared benefits, the BRI promises to create new
opportunities for shared growth and prosperity among countries through policy coordination,
connectivity, unimpeded trade, financial integration, and people-to-people connections. It takes on
new and deeper relevance amidst the global pandemic that has stricken the world, as it has become
acutely clear that major international efforts like the BRI can help bolster cooperation against
pandemics and other international challenges like financial crises, climate change, and global
biodiversity loss.

The accomplishments thus far have been impressive. From 2013 through 2019, cumulative
commodity trade between China and countries along the Belt and Road, defined in the broadest terms,
exceeded USD 7.8 trillion; direct investment to countries along the Belt and Road approximated USD
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110 billion; and the value of new project contracts reached nearly USD 800 billion (Belt and Road
Portal, 2020). As estimated by the World Bank (2019), implementing BRI projects will reduce the
aggregate costs for trade among BRI participating economies by 3.5% and those for the trade between
BRI participating economies with the rest of the world by 2.8%. By November 2019, the investment
from Chinese enterprises in building economic and trade cooperation zones overseas in BRI countries
amounted to USD 34 billion, creating tax revenue of over USD 3 billion and 320,000 local jobs
(MOFCOM, 2020). According to the World Bank (2019), the implementation of the Belt and Road
Initiative has the potential to raise real income gains raise incomes in BRI countries by 3.4% and
increase global real income by up to 2.9% for the rest of the world. The BRI has been recognized by
the United Nations as a solution for facilitating the implementation of the 2030 Agenda for
Sustainable Development.

However, the BRI has even greater potential, specifically in the area of supporting biodiversity
through high-quality infrastructure investment and global coordination. In April 2019, research
findings and recommendation reports from the Advisory Council of the Belt and Road Forum (BRF)
for International Cooperation (2019) highlighted that the Belt and Road Initiative and UN 2030
Agenda for Sustainable Development shared common ground in terms of facilitating cooperation,
implementation instruments and measures, among others, which could achieve greater synergy.

1.1.2 Progress of the Development of the Green BRI

Since its inception, building the Belt and Road into a pathway for green development has been the
aspiration and expectation of the Chinese government as well as the shared goal of all participating
countries. China has accelerated its progress in building an ecological civilization, making
unprecedented efforts in recent decades. The concepts of “putting ecological progress in the first place”
and “green development” have been widely accepted by Chinese society as a consensus, and
economic growth is shifting from a conventional model of “development first and green later” to
high-quality development led by ecological civilization. By jointly building a green BRI with
participant countries, China is creating a platform for countries to share and learn from one another
the experience of green transitions and sustainable development. Over the past six years, China has
been working closely with BRI participating countries in areas of environmental governance,
biodiversity conservation and climate change mitigation and adaptation via bilateral and regional
cooperation. It has witnessed positive and concrete results in building a green BRI and implementing
the 2030 Agenda for Sustainable Development.

First, China has improved the BRI’s top-level design and enhanced its cooperation mechanisms. In
March 2015, the National Development and Reform Commission (NDRC), the Ministry of Foreign
Affairs (MFA) and the Ministry of Commerce (MOFCOM) jointly issued their “Vision and Actions
on Jointly Building Silk Road Economic Belt and 21st-Century Maritime Silk Road.” The document
proposes that China should promote ecological progress in conducting investment and trade, increase
cooperation in ecological conservation, biodiversity protection, and climate change mitigation and
adaptation. In 2017, the Ministry of Ecology and Environment (MEE, then Ministry of Environmental
Protection) issued the “Belt and Road Ecological and Environmental Cooperation Plan” and launched
the “Guidance on Promoting Green Belt and Road,” which identified the roadmap for the
development of a green BRI, together with the MFA, NDRC and MOFCOM.

As the BRI gradually unfolds, the green BRI framework is gaining a positive response from the
international community. Currently, the MEE has signed nearly 50 bilateral and multilateral
environmental cooperation agreements and has launched BRI International Green Development
Coalition (BRIGC). The BRIGC was proposed by Chinese President Xi Jinping during the First Belt
and Road Forum for International Cooperation (BRF), officially launched on the Thematic Forum of
Green Silk Road of the Second BRF, and listed as one of the sectoral multilateral cooperation
initiatives and platforms in the Joint Communique of the Leaders’ Roundtable of the Second BRF.
The main goal of BRIGC is to promote international consensus, understanding, cooperation and
concerted actions to achieve green development of the BRI. To date, more than 150 Chinese and

5
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international organizations from over 40 countries have confirmed their partnership, including more
than 70 overseas institutions such as government departments of BRI participating countries,
international organizations, think tanks and businesses. Currently, BRIGC is actively promoting
policy dialogues, thematic partnerships, and champion projects. The flagship research on BRI Green
Development Report, the Joint Research on the “Green Development Guidance on BRI Projects”, and
the joint study on BRI Green Development Case Studies have been launched.

Second, platforms and modes for cooperation have been enriched to be more pragmatic. China has
expanded platforms for collaboration, including the China-Cambodia Environmental Cooperation
Center and China-Laos Environmental Cooperation Office, which actively promote capacity building
programs and champion projects. The Belt and Road Environmental Technology Exchange and
Transfer Center (Shenzhen) was established to take advantage of the industrial resources of the area to
promote innovative development and international transfer of environmental technologies. These
platforms will facilitate environmental cooperation along the Belt and Road on regional and national
levels. The BRI Environmental Big Data Platform (referred to as “the Big Data Platform”) was
officially launched. It has developed its own application (APP) for information updates, which helps
to improve the “One-Map” system for integrated data services. With the help of information
technologies, such as “Internet +” and big data, the Big Data Platform is designed to be an open
platform for the exchange of ecological and environmental information through sharing and
collaboration. It will provide environmental data support to BRI participating countries, including
ecological environmental protection concepts, laws, regulations and standards, environmental policies
and management measures, etc.

Third, China has promoted in-depth policy communication to build consensus on green development.
China has made full use of existing international and regional cooperation mechanisms to share its
vision, experience, and achievements in ecological civilization and green development, through the
UN Environment Assembly, CEEC Ministers’ Conference on Environmental Cooperation, and other
international events. Meanwhile, the MEE is also engaged in opening up new channels for dialogue
and communication. It held the Thematic Forum of Green Silk Road of the Second BRF for
International Cooperation, organized sideline events on Green BRI during World Environment Day
Celebrations, UN Climate Action Summit, and China-ASEAN Environmental Cooperation Forum,
and sponsored more than 20 thematic forums each year on biodiversity conservation, climate change
mitigation and adaptation, and eco-friendly cities with the attendance of more than 800 people from
BRI participating countries and regions.

Fourth, these cooperation projects have borne fruit. For example, the Chinese government has
established the Green Silk Road Envoys Program to promote capacity building in environmental
governance in China and BRI participating countries. This program has trained more than 2,000
government officials, technological staff, youth, and scholars from 120 BRI participating countries.
According to the List of Deliverables of the Second BRF, the Chinese government will continue to
implement the Green Silk Road Envoys Program, which expects to train 1,500 environmental officials
from the BRI participating countries in the next three years. The Chinese government has also worked
with relevant countries to jointly implement the Belt and Road South-South Cooperation Initiative on
Climate Change to improve the capacity of BRI participating countries in addressing climate change
and promote the implementation of the Paris Agreement. Moreover, China is also engaged in helping
BRI participating countries in climate change mitigation and adaptation and energy transition, and
promoting Chinese environmental technologies, standards, and low-carbon and energy-saving
products in the international market through building low-carbon demonstration zones and organizing
capacity building activities based on the reality and demands of BRI participating countries.

1.2 The Focus on SDG 15

In May 2019, the Intergovernmental Science-Policy Platform on Biodiversity and Ecosystem Services
(IPBES) released the Global Assessment Report on Biodiversity and Ecosystem Services. The report
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evaluated the influence of biodiversity and ecosystem services on the economy, well-being, food
security and life qualities. The report revealed that, over the past 50 years, the speed of biodiversity
loss is unprecedented across human history. The top direct drivers for the most drastic biodiversity
loss include changes in the use of land and sea, direct exploitation, climate change, and invasive alien
species; while values and behaviors such as demographic and sociocultural changes, economic and
technological factors, as well as institutions and governance are considered as critical indirect drivers
for biodiversity loss. Overall, 75% of the terrestrial environment has been severely changed by human
behavior and activities. The pressures brought by the above drivers made it difficult to attain the
related goals set by the Convention on Biological Diversity (CBD) and the UN Framework
Convention on Climate Change (UNFCCC), unless more revolutionary actions are taken. Similarly, to
realize relevant goals and targets in the 2030 Agenda, revolutionary changes from the status quo
protection speed and measures have to be implemented.

The year 2021 will mark an important turning point. The 15" meeting of the Conference of the Parties
(COP 15) to the CBD will take place in Kunming, China in 2021, with the theme of “Ecological
Civilization: Building a Shared Future for All Life on Earth.” COP 15 will review the Post-2020
Global Biodiversity Framework, set up 2030 objectives and targets for the conservation of global
biodiversity, formulate the strategy for the conservation of global biodiversity in a new decade (2021-
2030), and launch the new course of post-2020 global biodiversity conservation.

The 2030 Agenda has highlighted the significance of biodiversity, with SDG 14 “Conserve and
sustainably use the oceans, seas and marine resources for sustainable development” to deal with
marine biodiversity and SDG 15 “Protect, restore and promote sustainable use of terrestrial
ecosystems, sustainably manage forests, combat desertification, and halt and reverse land degradation
and halt biodiversity loss” to address issues with terrestrial biodiversity. In this sense, CBD COP 15
could be considered as a key window of opportunity to speed up the attainment of biodiversity-related
SDGs.

Built on the results of the first phase of the Special Policy Study (SPS) on Green Belt and Road and
2030 Agenda for Sustainable Development, this SPS, as the second phase of the series, will take a
goal-by-goal and step-by-step approach to the alignment of BRI and biodiversity-related SDGs. Given
the severity of terrestrial ecosystem degradation and biodiversity loss, this SPS will primarily focus on
SDG 15 as the entry point and propose policy recommendations for COP 15 on how to encourage BRI
participating countries to better implement SDGs with the help of BRI. Similar approaches and
measures can be replicated in aligning BRI to SDG 14 and other SDGs pertinent to biodiversity in the
future.

1.3 Progress of Countries Along the Belt and Road in Implementing SDG 15

Progress is still lacking in achieving SDG 15 across BRI participating countries. The Sustainable
Development Report 2019, published by the UN Sustainable Development Solutions Network (SDSN)
and Bertelsmann Stiftung, evaluated progress among 193 countries in realizing SDG 13 (climate
action), SDG 14 (life below water), and SDG 15 (life on land). It concludes that “trends on
greenhouse gas emissions and, even more so, on threatened species are moving in the wrong
direction.”

The SDSN assesses the progress of 139+1 countries along the Belt and Road (listed in Table 1-1,
Annex 1) towards realizing SDGs. The report selects five indicators to evaluate the implementation of
SDG 15, including the mean area that is protected in terrestrial sites important to biodiversity (%), the
mean area that is protected in freshwater sites important to biodiversity (%), the Red List Index of
species survival, permanent deforestation (5 years average annual %), and imported biodiversity
threats (per million population).
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SDSN finds particularly strong challenges in the geographic regions most closely associated with Belt
and Road corridors: the Association of Southeast Asian Nations (ASEAN) as well as West and South
Asian countries. These results are discussed below. The detailed evaluation results are shown in
Figure 1-1 below, and Table A1-2 in Annex 1.
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Figure 1-1. Score of Countries along the Belt and Road on SDG 15

Note: Circles indicate Asia, squares indicate Europe, triangles indicate Africa, and diamonds indicate
other regions.

From the perspective of implementing SDG 15, SDSN finds that only four Central and Eastern
European countries out of 140 countries have realized “Goal Achievement” of SDG 15: Poland,
Hungary, Romania, and Bulgaria. The implementation of SDG 15 in Central and Eastern Europe is
generally better than in other regions. For countries in other regions, there are various degrees of risks
in the implementation of SDG 15. “Major Challenges” exist for three ASEAN Member States
(Malaysia, Indonesia and Viet Nam), four in South and West Asia (Afghanistan, Iraq, Turkey, and
Syria), four in East Africa (Djibouti, Madagascar, Seychelles, and Somalia) and four in Oceania (Fiji,
Micronesia, the Solomon Islands, and Vanuatu).

Regarding the time sequence of implementing SDG 15, SDSN finds once again that Central Eastern
European countries exhibit better performance than other regions. Ten out of 16 Central and Eastern
European countries are on track or maintaining achievement, four countries show a moderately
improving trend and two countries showed stagnation in their work. ASEAN Member States and
countries in South Asia are the main areas facing challenges. The scores of SDG 15 in half of the 10
ASEAN Member States are decreasing, while two countries are in stagnation. Four countries out of
eight in South Asia demonstrated a declining trend in implementation performance. Most countries in
Central Asia and Commonwealth of Independence States (CIS) revealed stagnation in implementation,
including five Central Asian countries and five out of seven CIS countries.

From the perspective of specific indicators, the most impactful indicator for ASEAN and South Asian
countries in implementing SDG 15 is the Red List Index. Following a time sequence, the performance
on this indicator in ASEAN and South Asian countries exhibited a decreasing trend. In addition, for
ASEAN Member States, permanent deforestation also brings tremendous risks in implementing SDG
15. Specific results are listed in Annex 1.
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1.4 Benefits and Biodiversity-Related Risks of BRI

The BRI has the potential to close major infrastructure gaps, accelerate regional integration, and
increase economic growth in a manner that advances progress towards the SDGs. Indeed, there is
certain evidence that after just a few years the BRI is contributing to the achievement of some of these
goals. Any large-scale development effort also has potential risks, and the key to the BRI’s success
will be to maximize the potential benefits while minimizing the potential risks. One such risk is the
biodiversity decline that is often associated with major infrastructure investments in ecologically
fragile areas with insufficient risk assessment in advance or risk management in operation. When
accentuated, biodiversity loss can even jeopardize the economic returns of infrastructure investments.

Chinese President Xi Jinping exhibited China’s commitment to biodiversity when he unveiled the
Beijing Call for Biodiversity and Climate Change alongside French President Emmanuel Jean-Michel
Fré&l&ic Macron in late 2019. In the call, China and France pledge to lead by example to

“Mobilize additional resources from all sources, both public and private, at the domestic and
at the international level, towards both climate adaptation and mitigation; make finance flows
consistent with pathways towards low greenhouse emissions and climate-resilient
development, as well as for the conservation and sustainable use of biodiversity, the
conservation of oceans, land degradation amongst others; ensure that international financing,
particularly in the infrastructure field, is compatible with the Sustainable Development
Goals (SDGs) and the Paris climate agreement.” (China Daily, 2019, emphasis added).

This SPS is intended to conduct evidence-based research in order to formulate a framework of
policies that will help the BRI be compatible with SDG 15. This section outlines the potential and
realized benefits of the BRI and the potential biodiversity loss risks associated with the BRI.

1.4.1 Benefits of the BRI

The world community faces a financing gap of 2.1% of global GDP annually to 2030 in order to
provide the infrastructure that is needed to meet the SDGs (Bhattacharya et al., 2019). The China-led
BRI has the potential to take a leading role in closing those gaps in a manner that is aligned with the
SDGs. According to estimates from the World Bank (2019), the transport corridors of the BRI will
significantly increase economic growth in BRI countries. New transport corridors can increase the
speed and efficiency of trade routes, connect isolated human settlements, and create better access to
markets by facilitating the transportation of goods, services, and people across the world. When
infrastructure is completed, there are boundless possibilities for “spillover effects” where new forms
of economic activity arise that would not have without the infrastructure investment (see Yoshino et
al., 2016).

The BRI has significant potential to boost the incomes of BRI countries and the world at large.
According to the World Bank, the BRI could increase trade in BRI countries by 9.7% and foreign
direct investment (FDI) by 7.6%, which would lead to an increase in real income for Belt and Road
economies by up to 3.4% and by up to an additional 2.9% for other countries. In contrast, estimates
for the Trans-Pacific Partnership (TPP) show that TPP would have boosted the growth of its
membership by just 1.1% and the rest of the world by 0.4% (Petri and Plummer, 2016). The BRI then
may have the largest potential to boost economic prosperity among participant countries and across
the world.

These benefits are already being realized. Dreher et al. (2017) looked at the impact of China’s
overseas projects financed by the China Development Bank, Export-Import Bank of China, and other
Chinese financial institutions on economic growth in 138 countries. The authors found that on average
a Chinese-financed project yields a 0.7% increase in economic growth two years after the project is
committed.
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1.4.2 Biodiversity Risks and the BRI

Alongside the significant benefits associated with major infrastructure financing, large infrastructure
finance is endemic to a set of sustainability-related risks, including biodiversity risk, and the BRI is no
exception. In a recent article in the journal Nature Sustainability, biodiversity experts noted that a
number of the biodiversity risks that are common with respect to infrastructure investment may also
become common for the BRI. The authors express concern that “the expansion of transportation
networks will increase habitat loss, the overexploitation of resources and the degradation of
surrounding landscapes.” (Ascens& et al., 2018, 206) In particular, the authors noted that the BRI
could trigger losses in wildlife movement and mortality through habitat loss, spread invasive species,
increase in illegal logging, poaching, and fires; and cause deforestation through the construction of
roads, power lines and power plants, and subsequent mining activity. The authors also note that “such
impacts, which are already high in some regions, will degrade ecosystem services, possibly pushing
some ecosystems beyond tipping points, where small negative changes can lead to abrupt changes in
ecosystem quality and functionality” (Ascens&b et al., 2018, 206).

A handful of studies have already identified some of the potential biodiversity risks of the BRI. Ina
recent article in Conservation Biology, Hughes (2019) spatially located proposed road and rail
projects of the BRI (defined as those along the BRI corridors) and examined the extent to which such
projects will be proximate to Key Biological Diversity Areas (KBAs) across the world. The author
estimates that 16% of the world’s KBAs are within 50 km of BRI proposed road projects and 60.6%
of the world’s KBAs lie within the BRI’s proposed rail routes. The author also found that, 0.2% and
14.9% of KBAs are just 1 km from BRI road and rail routes respectively. In all, the author predicts
that the BRI could endanger 4,138 animal and 7,371 plant species along the BRI (Hughes, 2019). A
study published in Current Biology led by Xuan Liu (2019) from the Chinese Academy of Sciences
looks at the potential for the BRI to accentuate invasive species. They find that BRI countries fall in
27 of 35 recognized global biodiversity hotspots across the world and that the proportion of areas of
high invasive species potential in BRI covered regions is 1.6 times larger than in non-BRI regions.

The earliest study was conducted by the World Wildlife Fund for Nature (WWF). According to
WWEF’s analysis, BRI corridors in Eurasia overlap with the range of 265 threatened species including
39 critically endangered species and 81 endangered species, with 1,739 Important Bird Areas or
KBAs and 46 biodiversity hotspots or Global 200 Ecoregions. WWF finds the potentially most
impacted areas to be the China-Indochina Peninsula Economic Corridor, the Bangladesh-China-India-
Myanmar Corridor, and the China-Mongolia-Russia Economic Corridor (WWF, 2017). A background
study for the World Bank analysis discussed above came to similar conclusions. The China-Indochina
Peninsula Economic Corridor and China-Mongolia-Russia Economic Corridor are facing the highest
risks of biodiversity loss due to deforestation (Losos et al., 2019).

To appropriately address these risks, China’s development finance institutions, which provide the
bulk of the lending necessary for BRI projects to move forward, can institute safeguards that work
with BRI signatory countries to screen, assess, and oversee the operation to ensure best practices. A
2020 study in Nature Sustainability evaluated policies in financiers associated with the BRI: 35
Chinese and 30 international institutions. The authors find that only 17 of these lenders require
biodiversity impact mitigation, and only one of those is Chinese: the China-ASEAN Investment
Cooperation Fund (Narain et al., 2020). As a result, China faces potentially severe challenges in
establishing cooperative mechanisms to oversee and mitigate biodiversity risks associated with
specific BRI projects. This SPS explores lender safeguards and biodiversity risk mitigation in more
detail below, in order to explore the potential for advancement in these areas.

Biodiversity loss also reduces economic well-being. A study published in the journal Global
Environmental Change found that between 1997 and 2011, the world economy lost between USD 4
trillion and USD 20 trillion per year in ecosystem services from land cover changes (Costanza et al.,
2014). A 2019 World Bank study examining the economic impact of conservation efforts in Kenya
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shows that biodiversity management can make the difference between infrastructure projects having
positive or negative economic impacts, because of impacts on ecosystem services for surrounding
communities (Damania et al., 2019).

Risks to biodiversity clearly carry potential impacts for human communities, but those impacts can
manifest differently across gender lines, which can severely curtail the effectiveness of conservation
planning if it is not taken into account. In many rural, poor settings, biodiversity loss impacts women
to a greater extent than men, especially in communities where women are tasked with collecting water,
firewood, and wild foods, which is common in developing countries globally (Global Environment
Facility, 2013; Rocheleau, 1995). If forests and riverine ecosystems are damaged, their tasks become
more onerous, requiring farther travel in often insecure areas.

In addition to damaging women’s living standards, these gender-based impacts of biodiversity loss
can have a compounding effect on the biodiversity loss itself by curtailing women’s ability to fulfill
their traditional role as local biodiversity stewards. In many rural areas around the world, women
protect agro-biodiversity for their communities through the maintenance of household or communal
gardens, while men are tasked with paid labor in agribusiness monocrop production (Rimarachm
Cabrera, Zapata Martelo, and V&quez Garc &, 2001). In these communities, survival depends on both
types of labor. During droughts, floods, or other natural disasters, the resilience of heirloom food crop
varieties becomes especially important. These gardens are also more dependent on soil and water
health, as chemical inputs are costly.

Thus, biodiversity conservation supports gender parity, which in turn further supports conservation.
Development projects can support a virtuous cycle, or alternately, can initiate a descent into a vicious
cycle in which forest and river biodiversity loss is compounded by their impacts on women, the
traditional caretakers of crop biodiversity.

These same impacts can be seen in poorly designed conservation projects, in which women are unable
to access the forests and waterways they traditionally visit for their sustainable gathering work (World
Bank, 2009). Even though project planners may hope that their efforts preserve biodiversity, by not
taking into account the gender-based impacts of their programs, they may limit the biodiversity
benefits, as women must shift their time from managing crop biodiversity to traveling greater
distances for gathering basic household needs.

Unfortunately, these gender-based risks to biodiversity management can be difficult for planners to
detect if they are not specifically looking for them. As Lu et al. (2018) point out, in contexts where
women do not customarily participate in public discussions, the impact they face from development
proposals may go undetected. In these settings, even projects that rely on community participation
will miss input from women if they are not specifically prioritized, leaving planners and funders
vulnerable to the risk of biodiversity loss (Agarwal, 2001; Cornwall, 2003; Moser, 1993).

If the BRI does not develop and institutionalize a strategic set of appropriate policies and standards to
mitigate the biodiversity risks, it could encounter financial, social, environmental, and political risks
as well that may further erode the maximum potential of the BRI. Fragile ecosystems can jeopardize
the integrity of infrastructure projects, reduce financial rates of return, and accentuate debt-driven
macroeconomic stress in host governments and on the balance sheets of Chinese financiers.
Furthermore, increased degradation of biodiversity can lead to social conflict and reputational risks
that can also threaten the geo-political relationships that are so important to the BRI as well. For these
reasons and more it is important to control biodiversity risks associated with the BRI.

1.5 The Need for Biodiversity Policy in the BRI
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Concrete policies for biodiversity conservation will be key to maximizing the potential benefits of the
BRI. With the aim of maximizing the benefits of the BRI, the rest of this SPS report surveys best
practices across China and the globe with respect to project finance and biodiversity in order to draw
lessons for a coherent set of policies that China could adopt for the BRI moving forward. Section 2 of
the SPS report surveys and assesses policies and standards for biodiversity conservation in China and
by international institutions. Section 3 examines different biodiversity finance (Biofin) policies in
China and abroad. Section 4 surveys potential Chinese and international governance structures that
may be appropriate for incorporating biodiversity into the BRI. Finally, Section 5 distills a set of
policy recommendations that Chinese institutions could adopt to align the BRI with SDG 15.

2. AN ANALYSIS OF RELEVANT POLICIES AND STANDARDS ON SDG 15

2.1 Research and Evaluation of China’s Experience

2.1.1 Biodiversity Conservation in China

China is among the world’s megadiverse countries, yet its biodiversity is seriously threatened. To
strengthen biodiversity conservation, China has been conducting biodiversity surveys, assessments of
endangered categories of ecosystems and species and in-situ and ex-situ conservation, as well as
developing policies and regulations on biodiversity conservation. Assessment of China’s progress in
implementing SDG 15 is displayed in Table A2-1 in Annex 2.

In terms of in-situ and ex-situ conservation, China has established a natural protected area system
pivoting on national parks and also including nature reserves, scenic areas, forest parks, geographic
parks, wetland parks, and cultural and natural heritage sites, among others. To supplement the natural
protected areas, China has also established key ecological function zones and priority areas for
biodiversity conservation. Currently, China has more than 10,000 protected areas, including national
parks, nature reserves, forest parks, scenic areas, geographic parks, wetland parks, drinking water
sources, and so on, covering 18% of the national land territory. At the same time, China has proposed
an ecological function zoning scheme that consists of large-scale ecological function zones of
different levels (including national key ecological function zones, important ecological function zones,
bio-sensitive zones and vulnerable zones), which has played a significant role in protecting
biodiversity and safeguarding national ecological security. However, even with these measures in
place, China has still witnessed severe ecosystem degradation and accelerated biodiversity loss due to
a lack of clear identification of natural protected areas’ boundaries. The drawing of ecological redlines
could identify areas with unique ecological functions, which must be strictly protected in order to
realize centralized management of the eco-space.

2.1.2 Practices of Ecological Redlining in China
(1) The Drawing and Management of Ecological Redlines

In October 2011, the State Council of China released the “Opinions on Strengthening Major
Environmental Protection Work™ to put forward ecological redlining for the first time. The document
articulates the drawing of ecological redlines in major ecological function areas, sensitive areas and
vulnerable areas for permanent conservation. In February 2017, the General Office of the CPC
Central Committee and the General Office of the State Council jointly issued and circulated
“Opinions on Drawing and Strictly Following Ecological Redlines,” which established the framework,
basic principles and overall goal of delineating and observing the ecological redlines. The release of
this document represented a new phase of accelerated development of the ecological redline system in
China.
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(2) The Development of Scientific Methodology for the Drawing of Ecological Redlines

Scientific assessment is necessary before drawing ecological redlines. The aim of this step is to
identify the spatial distribution of areas with critical ecological functions (such as water conservation,
biodiversity protection, and water and soil preservation) and areas sensitive or vulnerable to water loss
and soil erosion, desertification and salinization. The next step is to conduct a spatial mapping
analysis of the two categories of areas and draw a redline for ecological protection that encompasses
all development-prohibited areas at national and provincial levels and other protected areas in need of
strict protection.

The design of ecological redlines aims to bring almost all rare and endangered species in China and
their habitats under protection, with due consideration to China’s own reality. Ecological redlining
doesn’t equal identifying new protected areas, but rather, constructing and optimizing the systems for
ecological protection with a more scientific, comprehensive and systematic approach. It could turn
existing protected areas into an integrated ecological protection system that is easy to manage. It
contains both established protected areas of all kinds and areas that lack protection.

(3) The Establishment of the System for Delineating and Observing Ecological Redlines

In drawing the ecological redlines, the national government develops technical guidelines for
provincial governments to decide the areas to be covered autonomously. Based on the “Methods for
the Management of Ecological Redlines” issued by the Central Government, provincial governments
develop their own methods with reference to local reality with detailed regulations on environmental
access, the sustainable utilization of resources, ecological conservation and restoration, compensation
for ecological protection and assessment and evaluation. Governments of all levels should take the
responsibility of managing and regulating the ecological redlines.

(4) Significant effects have been achieved

In January 2018, the State Council approved the redline drawing plans from 15 provinces
(autonomous regions and municipalities), including Beijing, Tianjin, Hebei, provinces and
municipalities in the Yangtze River Economic Belt, and Ningxia. All these plans have been
promulgated and implemented. In October 2018, the MEE and the Ministry of Natural Resources of
China organized review meetings, principally approving the plans of drawing ecological redlines in
16 other provinces (autonomous regions and municipalities). The areas and sites covered by
ecological redlines should be specified and demarcated after surveys. Still, based on the drawing plan,
the ecological redline areas nationwide account for one-third of the national territory. Major
ecological land within the redline boundaries, including forests, grasslands, and wetlands, accounts
for 55% of the major ecological land nationwide. The natural protected area system pivoting on
national parks has covered more than 18% of China’s national land territory, surpassing the ratio of 17%
set out by the 2020 Aichi Biodiversity Targets. The wild population of certain rare and endangered
species such as the giant panda, crested ibis, and Tibetan antelope, has steadily increased. The major
ecological land protected by the redlines covers the catchment areas of the Yangtze River, the Yellow
River, and the Pearl River, among other major rivers at and above Category Il in China, as well as all
biodiversity-rich areas identified at the national level and the vast majority of biodiversity-rich areas
defined at provincial levels. Redlining has also protected most river and lake water sources as well as
some underground water sources, all the distribution areas of species on the List of Wildlife under
Special State Protection, as well as the areas where protected fauna and flora are mostly distributed.

2.1.3 The Experience of China in Biodiversity Conservation through the Ecological Redline
Policy (ERP)

Ecological redlines help with biodiversity conservation through bringing areas with rich biodiversity

and of importance under protection. In this way, habitats within the ecological redline can be
preserved and restored, and in-situ and ex-situ biodiversity conservation can be realized.
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(1) The drawing of ecological redlines should be scientific and rational

An integrated and systematic approach should be taken to drawing ecological redlines. Scientific
assessment is needed for the identification of different areas based on the importance of ecological
functions and the sensitivity and vulnerability of eco-environment. Areas within the ecological redline
include all development prohibited areas on the national and provincial levels and other protected
areas where strict protection is necessary.

(2) Human activities should be strictly controlled in areas protected by ecological redlines

In terms of functional positioning, ecological redlines are of great significance to maintaining
ecological equilibrium and supporting sustainable economic and social development. Areas within
ecological redlines are land with critical ecological functions, the use of which must be strictly
controlled. In terms of conservation, ecological redlines represent the critical point and baseline for
safeguarding ecological security. Areas within ecological redlines should never be allowed to see
degradation in their function, shrinking in their size or change in their nature. In principle, ecological
redlines should be managed the same way as “development prohibited” areas, with all development
activities not in line with the function positioning of the areas being strictly prohibited.

A. The management of protected areas, including national parks, nature reserves, scenic
areas, forest parks, geographic parks, world natural heritage sites, wetland parks, and drinking water
sources, should follow related laws and regulations.

B. For other areas within ecological redlines, the following human activities are
prohibited: mining activities; land reclamation, sand quarrying and other activities that may destroy
coastlines; large scale agricultural activities, including wasteland reclamation, animal husbandry of
scale and fishing; textile, printing and dyeing, leather manufacturing, paper-making and other
manufacturing activities; real estate development; the construction of passenger and freight stations,
ports and airports; coal-fired power and nuclear power generation and hazardous articles warehousing;
the production of products with heavy pollution and high environmental risks listed in the
Comprehensive Directory of Environmental Protection (2017), and production and operation activities
with high environmental risks identified by Measures for the Administration of Compulsory Liability
Insurance for Environmental Pollution.

(3) Ecological restoration and ecological compensation should be conducted in areas protected by
ecological redlines

A. Conducting ecological restoration

China will soon develop plans for ecological conservation and restoration within ecological redlines
that prioritize the protection of sound ecosystems and major habitats, restore damaged ecosystems,
establish ecological corridors and sites, and improve the integrity and connectivity of ecosystems.
Ecological restoration in areas protected by ecological redlines is identified as an important
component in the protection and restoration of ecosystems, including mountains, waters, forests, lakes,
and grasslands. The government is determined to effectively provide financial resources for ecological
conservation and restoration by coordinating funding channels for various conversation and
restoration projects within ecological redlines, such as programs on water and soil conservation,
natural forest conservation, and comprehensive improvement of land and resources. Ecological
restoration within marine ecological redlines will be conducted, based on the principle of integrated
governance of the land and the sea, with special emphasis on the comprehensive management of
estuaries, littoral zones, islands and polluted waters.

B. Introducing an ecological compensation mechanism integrating government funding and
funding from other sources
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Governments of all levels should increase their funding for areas protected by ecological redlines.
Local governments are encouraged to launch fiscal, credit, financial, and tax policies to facilitate the
implementation of ecological redline policies and establish ecological compensation mechanisms.

Local governments should develop diversified investment and financing mechanisms guided by the
government with extensive public engagement to pool in resources from all sides. Governments are
also encouraged to launch pilot programs on payment for ecosystem services and develop market-
based mechanisms to realize the value of ecological products.

(4) Integrated monitoring should be developed and continuously improved for ecological redlines
It is important to access real-time statistics, improve the capability of the integrated analysis and
application of monitoring data, be informed of the composition, distribution and dynamic change of
ecosystems protected by ecological redlines, and keep track of human interference. Administrative
decisions should be made in a scientific way with illegal acts being checked and handled in time.
(5) An accountability system should be established for safeguarding ecological redlines

A. Strengthening supervision for law enforcement
With the establishment of enforcement mechanisms for ecological redlining, regular supervision and
inspection of law enforcement should be conducted to identify and punish illegal acts damaging
ecological redlines. Should any violation appear, it should be investigated.

B. Establishing an assessment mechanism
Assessment of the performance of local governments in implementing ecological redlines should be
conducted. The results of the assessment shall be a reference in determining the political
achievements of local governments.

C. Strengthening the accountability system

Government officials whose decisions/actions cause severe damage to the ecological environment and
resources shall be held accountable in all cases, regardless of their current positions.

D. Launching an incentive mechanism
Rewards should be given to organizations and individuals that have outstanding performance in
protecting ecological redlines. It is recommended that personnel be assigned for the promotion of
ecological redlines to improve the engagement of local residents.

E. Improving information transparency and public engagement
Governments should release information concerning ecological redlines, including their distribution
and adjustment, to safeguard people’s right to know, participate and supervise, and give full play to

the role of the media, non-governmental organizations (NGOs) and volunteers in promoting
ecological redlines.

2.2 Research and Evaluation from International Experience

Adopting a set of harmonized standards for SDG 15 across the BRI can help minimize the risk and
maximize the benefits and legitimacy of all actors involved, through bolstering environmental and
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social risk management (ESRM). This section reviews the international standards related to SDG 15
as practiced by the major multilateral financiers of infrastructure, integration, and development
finance across the world, in two sections. First is a short note about the benefits of putting standards in
place. Second is a comparative analysis of some of the major policies practiced by international actors.

Over the last few decades, environmental assessment and oversight systems have proliferated in the
realm of international finance and investment. This section identifies the international actors that
serve as peers for the Chinese financial institutions most active in BRI project finance and provides a
survey of common practices among them. BRI projects predominantly receive financing through
Chinese official entities such as the Silk Road Fund, the China Development Bank, and the Export-
Import Bank of China, though not exclusively so (Xi, 2017). Thus, the international equivalent for the
sake of environmental governance of cross-border infrastructure development is the cohort of
multilateral development finance institutions (DFIs) that have been traditional sources of support for
BRI signatory countries.

2.2.1 Benefits of Developing Green Standards and Safeguards Across the BRI
Developing green standards can ensure that the BRI is calibrated to the SDGs while bringing benefits
to virtually all of the stakeholders in the BRI. High-level or best-in-class environmental standards

should thus take into account the preferences of Chinese and the other multitude of stakeholders
engaged in the BRI to ensure that the BRI can provide public goods to the global economy as a whole.
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Table 2-2: Benefits of Standardizing the SDGs in the BRI

Benefits of standards across the BRI

Expansion of markets

Greater project effectiveness

Chinese actors Prevention from default risk

Prevention and mitigation of environmental and social risk

Prevention and mitigation of reputational risk

Improved management of fiscal resources

Better management of natural resources

Host countries Strengthening of institutional capacities

Prevention and mitigation of environmental and social risk

Prevention and management of reputational risk

Reduced likelihood of social conflict

Enhanced voice and ownership

Local communities —
Reduced vulnerability

Improved livelihoods

Equitable use of resources

Enhancement of global public goods

Global —
Interconnectivity and global growth

Leadership and legitimacy

Source: authors’ adaptation base on World Bank (2010); China Development Bank-UNDP (2019)

Standards can also increase project performance and profitability of projects. For example, in 2018
the International Finance Corporation (IFC) found that establishing standards across each of the
common norms noted above were correlated with strong financial performance (measured by return
on assets and return on equity) and financial risk ratings in 656 IFC projects representing USD 37
billion (IFC, 2018). Risk instruments based on debt sustainability analysis (DSA) can help ensure that
Chinese actors do not have to bear the risk of default on projects. While full assessments of the costs
and benefits of ESRM are hard to quantify, the Independent Evaluation Group (IEG) of the World
Bank (an independent monitoring group) conducted an assessment of the costs and benefits of ESRM
in 2010 and concluded that benefits from the “environmental safeguards far outweigh the incremental
costs” (World Bank, 2010, 78). Weighing risks and benefits from a sample of bank projects, the
World Bank found that most sensitive projects yielded “low cost — low benefits or high cost — high
benefits for recipient countries.” In the same IEG survey mentioned above, the World Bank also
found that over half of the “task team leaders surveyed reported that the Bank’s safeguards increased
acceptability of the project among beneficiaries, and the safeguard policies also increased
acceptability among nearly 30% of co-financiers” (World Bank, 2010, 47).
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Box 1. Case study: Incorporating ESRM into Chinese Mining Enterprises in Peru

Chinese financiers, firms, and the government can benefit substantially from establishing a set of
harmonized standards around these common norms. First, these tools can help Chinese banks and firms
expand and maintain market share overseas. China’s experience in Peru is a case in point. Because of a
lack of ESRM on the part of Chinese investors and the Peruvian government, China’s first foray into
Peru was a costly one. Chinese firms struggled to work with workers and local communities over
worker health and safety, emergency preparedness, and biodiversity concerns. Though some of the
issues were actually due to a lack of enforcement of host country systems rather than the Chinese firm,
Chinese firms in general suffered reputational damage. Indeed, it became more difficult for Chinese
firms to win contracts for mining and exploration in that country because of the perception that Chinese
firms and financiers did not have proper risk management strategies. Later, Chinese copper firms
devised significant ESRMs and participated in stakeholder consultations during the design stage. Such
activity helped get market access and enhance China’s reputation rather than worsen it. Indeed, when
an accident did occur, ESRM plans allowed the company and host country to respond in such a way as
to mitigate the worst damage (Irwin and Gallagher, 2013; Ray et al, 2016).

Standards can also benefit local communities close to projects. Engaging with local laborers and
communities about a project beforehand can help identify concerns before they turn into conflicts. In
Bolivia, Chinese tin companies took part in a prior informed consent engagement with local
communities that rejected the location of the tin company. Bolivia found another community more
suited and equipped for the project, likely deferring social conflicts that would have hurt the
companies’ business prospects and damaging China’s reputation in general (Ray et al., 2016).
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Box 2. Beyond DFIs: Environmental Governance Systems in the United Nations

Through United Nations mechanisms, nations have developed parallel systems to the systems of
governance established by the DFIs profiled here. In this context, the CBD has long been a global
platform for efforts to raise and harmonize national standards. CBD guidance is highly compatible with
the “green BRI” framework, in that it encourages countries to collaborate in information sharing and
capacity building to develop their own standards and practices (CBD 1992, Article 14).

In 2006, the CBD established voluntary guidelines for biodiversity-inclusive environmental impact
assessment, including substantial upstream attention to identifying potential areas of concern. The
guidelines encourage parties to focus upstream effort — before projects are proposed — in developing
biodiversity mapping resources, such as the ones developed in China’s recent history of demarcation of
conservation priority areas. Individual project proposals can then be screened to ensure that all likely
risks will be adequately addressed in the assessment stage. Impact assessments should be conducted
with full participation by all stakeholders, to the extent possible. After individual projects’ impact
assessment, accountability mechanisms should be established to monitor and manage those projects’
risks, and oversee any necessary mitigation (CBD, 2006). CBD has also called for harmonization of
standards among biodiversity financing mechanisms. Includes standards to apply in all cases, including
but not limited to: highlighting and prioritizing the intrinsic value of biodiversity and its role in local
livelihoods, effective public participation by project stakeholders, the establishment of institutional
frameworks to oversee safeguard implementation (CBD, 2018).

The Global Environment Facility (GEF) has been another important source of guidance on
environmental standards. The GEF does not finance projects independently but rather works through
co-financing. As such, its standards can “crowd in” other lenders and enable a broader reach. The GEF
has nine minimum standards for projects, including assessment, accountability mechanisms,
conservation practices, and restrictions on land use and the involuntary resettlement of existing
communities. The first minimum standard, on environmental and social assessment, management, and
monitoring, echoes CBD guidance in its requirement for project screening as early as possible to
establish which risks — among those covered by this standard as well as the remaining eight — may
apply to each project. The second standard requires the establishment of institutional mechanisms such
as those described below, to address problems that may arise in an accountable and transparent fashion.
While the scope of these safeguards represents a crucial element in the environmental management of
international development finance, its scale is modest. GEF’s current 4-year work cycle draws on $4.1
billion in pledged funding (GEF, 2018). That represents a tiny fraction of the development finance
issued through major development finance institutions. For comparison, the World Bank has approved
over $120 billion in projects over the last four years (World Bank, 2020). For this reason, the
international section of this paper focuses on the largest DFIs, which are the traditional sources of
infrastructure finance in developing countries, as a comparison point for BRI projects.
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Box 3. Beyond DFIs: Environmental Governance Systems in the Private Sector

In addition to the multilateral approaches profiled in this chapter, systems for private investment and
finance have also made significant advances in recent years. Perhaps best-known are the Equator
Principles, for use by private financial institutions in evaluating proposals for support. These begin with
an emphasis on early review and categorization of projects, to ensure that project-level assessments
adequately address all of the salient environmental and social risks, in a way that ensures the broadest
possible public participation. They also include the importance of well-designed institutional
accountability mechanisms, which work in conjunction with national judiciary remedies to ensure
appropriate project management in practice (Equator Principles, 2020). Complementary to the Equator
Principles are the International Organization of Standards’ environmental management tools, collected
under the title 1SO-14000. These systems do not specify specific safeguards but cover the extent to
which institutions have established their own standards, with a commitment to employee training and
auditing to ensure compliance.

While these frameworks can be important tools for private lenders and investors to better select and
manage projects, they are not strictly analogous to projects financed under the BRI, which involve
cooperation among national governments. Thus, this section focuses on common practices among
development finance institutions, which have traditionally represented the bulk of infrastructure finance
for developing countries.

2.2.2 Comparative Analysis of Biodiversity Policy for International Financial Institutions

This section of the report surveys the practices of eleven major international institutions financing
infrastructure across the world with respect to biodiversity. What immediately emerges from such an
analysis is a remarkable convergence with respect to the objectives and guiding principles across
these institutions. Virtually all institutions seek to minimize the risks to biodiversity and aim to have
“no net loss” or even a “net gain” in biodiversity. Moreover, most institutions also require biodiversity
assessments tied to mitigation measures, and entail stakeholder engagement and consultation in the
assessment and management of biodiversity. A detailed analysis of specific operations and policies
also shows that there are major similarities across institutions as well.

The majority of the international financial institutions have established the goal of biodiversity as a
core of their activities. The Asian Infrastructure Investment Bank (AlIB), the Development Bank of
Latin America (CAF), as well as the World Bank (WB) and International Finance Corporation (IFC)
all recognize the need to “integrate conservation needs and development priorities; through
sustainable use of the multiple economic, social and cultural values of biodiversity and natural
resources in an optimized manner.” To measure and calibrate such goals, institutions range from a
policy of “no net loss” of biodiversity (such as the AIIB) or alternatively “no net loss or a net gain in
biodiversity” (such as the European Investment Bank, EIB, Asian Development Bank (ADB), German
Development Bank, and the CAF).

The majority of the international financial institutions also converge significantly with respect to
overarching principles and policy operations for biodiversity protection. Virtually all of the
institutions require these five traits:
e Alignment with international commitments and national legal requirements;
e Exclusionary lists of categorically ineligible projects due to biodiversity.
e Requirements for biodiversity screening and impact assessments;
e Application of a subsequent “mitigation hierarchy” for no net loss or a net gain to
biodiversity; and
e Meaningful stakeholder engagement and consultation in the assessment and management of
biodiversity.
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These policies are exhibited in Table 2-3 and Table A2-4 (in Annex 2). In Table 2-3, international
institutions are listed vertically and specific biodiversity measures are listed horizontally across the
table. It should be noted however that while these institutions have these policies, they are not always
executed, which can thus lead to negative outcomes for projects, biodiversity, and communities alike
(Ray et al., 2019).

Table 2-3. Operational Requirements for Biodiversity Safeguards Applied by DFIs

International Best Practice for Biodiversity Conservation
Al!gnment Wlth. Echugonar_y "S.t .Of Biodiversity Adopt Mitigation Stakeholder engagement
International and National categorically ineligible Impact . h
. . Hierarchy and consultation
Commitments projects Assessments
ADB X X X X
AfDB X X X X X
AlIB X X X X
BNDES X X X
CAF X X X X
EBRD X X X X X
EIB X X X X X
IADB X X X X X
IFC X X X X X
KFW X X X X
WB X X X X X

Source: Authors’ analysis of official documents and interviews. Note: ADB: Asian Development
Bank; AfDB: African Development Bank; AlIB: Asian Infrastructure Investment Bank; BNDES:
Brazilian Development Bank; CAF: Development Bank of Latin America; EBRD: European Bank for
Reconstruction and Development; EIB: European Investment Bank; IADB: Inter-American
Development Bank; IFC: International Finance Corporation; KfW: German Development Bank; WB:
World Bank.

Table 2-3 shows that there is a great deal of practice with respect to biodiversity across the largest
international development finance institutions in the world economy. For the purposes of clarity, we
identified five core areas of commonality listed above in the following: alignment with international
commitments and national legal requirements; requirements for screening and assessments with
specific biodiversity measures (and their related social impacts) that are fully disclosed; application of
a subsequent “mitigation hierarchy” for no net loss or a net gain to biodiversity; entail stakeholder
engagement and consultation in the assessment and management of biodiversity; and have an
exclusionary list of categorically ineligible projects. This section of the paper highlights some of those
programs.

(1) Alignment with international commitments and national legal requirements

A common trait across all of the international institutions is to align the practices of the institution
with specific global or national commitments and legal requirements. Most of the institutions
surveyed have language such as the following from the AIIB: “The Bank will not knowingly finance
Projects involving the following....The production of, or trade in, any product or activity deemed
illegal under national laws or regulations of the country in which the Project is located, or
international conventions and agreements, or subject to international phase out or bans” (AlIB, 2019).
The AIIB and others then provide an illustrative list of the kinds of international and national
commitments they mean to adhere to (discussed below in “Exclusionary lists”).

(2) Exclusionary lists of categorically ineligible projects due to biodiversity
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Often linked to the alignment language, the AIIB and others then provide an illustrative list of the
kinds of international and national commitments they mean to adhere to. In the case of the AlIB they
list the following (AlIB, 2019, 49 — 51):

o “Trade in wildlife or production of, or trade in, wildlife products regulated under the
Convention on International Trade in Endangered Species of Wild Fauna and Flora (CITES),”

e “Activities prohibited by legislation of the country in which the Project is located or by
international conventions relating to the protection of biodiversity resources or cultural
resources, such as, Bonn Convention, Ramsar Convention, World Heritage Convention and
Convention on Biological Diversity.”

e Commercial logging operations or the purchase of logging equipment for use in primary
tropical moist forests or old-growth forests.

e Production or trade in wood or other forestry products other than from sustainably managed
forests.”

e “Marine and coastal fishing practices, such as large-scale pelagic drift net fishing and fine
mesh net fishing, harmful to vulnerable and protected species in large numbers and damaging
to marine biodiversity and habitats.”

Most of the international institutions in the survey extend the possibility of excluding a project beyond
these international and national commitments to cases where screening and environmental impact
assessments may warrant it. Most have similar language on this matter. The African Development
Bank’s policy reads that “If the Bank finds that the environmental or social impacts of any of its
investments are not likely to be adequately addressed, the Bank may choose not to proceed with the
investment.... When the habitat/biodiversity implications of a project would appear to be particularly
severe, the Bank may decide not to finance the project” (AFD, 2013).

(3) Requirements for biodiversity screening and impact assessments

All of the major international institutions surveyed also perform analyses of biodiversity impacts as
part of broader environmental impact assessments. With respect to biodiversity, these policies charge
the institution to consider the direct, indirect and cumulative project-related impacts on the habitats
and the biodiversity they support. The World Bank considers threats to biodiversity, for example
habitat loss, degradation and fragmentation, invasive alien species, overexploitation, hydrological
changes, nutrient loading, pollution and incidental take, as well as projected climate change impacts.
The World Bank also determines the significance of biodiversity or habitats based on their
vulnerability and irreplaceability at the global, regional or national levels and will also take into
account the differing values attached to biodiversity and habitats by project-affected parties and other
interested parties (WB, 2018). Similar or identical language is found in the policies of most of the
institutions studied here (see Table 2-3).

The CAF is one institution with a slightly different language and scope. Its policy states that it will
examine ‘“Relevant physical, biological, and socioeconomic conditions within the study area, In
particular, environment-related aspects likely to be significantly affected by the proposed
development, including, in particular, population, fauna, flora, soil, water, air, climatic factors,
material assets, including the architectural and archaeological heritage, landscape and the
interrelationship between factors above. Current and proposed development activities within the
project’s area of influence, including those not directly connected to the project”. (CAF, 2015).

The Inter-American Development Bank (IADB) operates in such biodiverse places such as the
Amazon basin which is home to many nations. The IADB’s policy also addresses transboundary
biodiversity issues associated with a project. The environmental assessment process for the IADB
seeks to identify, early in the project cycle, transboundary issues associated with the operation. The
environmental assessment process for operations with potentially significant transboundary
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environmental and associated social impacts, such as operations affecting another country’s use of
waterways, watersheds, coastal marine resources, biological corridors, regional air sheds, and aquifers,
will address the following issues: (i) notification to the affected country or countries of the critical
transboundary impacts; (ii) implementation of an appropriate framework for consultation of affected
parties; and (iii) appropriate environmental mitigation and/or monitoring measures, to the bank’s
satisfaction.

In addition to estimating biodiversity impacts, international bodies recommend that economic impacts
be differentiated on a gender basis, in order to estimate the indirect impact on women’s work as
stewards of crop biodiversity. The CBD’s 2015-2020 Gender Action Plan calls for calculating project
costs and benefits should be estimated differently for women and men, rather than collectively, as do
the Green Climate Fund and Climate Investment Funds (CBD, 2017; CIF, 2016; Green Climate Fund,
2017).

(4) Adopting a mitigation hierarchy to address identified concerns

To the extent that the compulsory biodiversity impact assessments identify issues that may impact
biodiversity, Table 2-3 shows that most of the major international financial institutions (eight of the
11 surveyed)require a “mitigation hierarchy” to meet the overall objective of “no net loss” or a “net
gain” in biodiversity. The mitigation hierarchy has the following four pillars:

e Avoidance: measures taken to avoid creating impacts from the outset, such as careful spatial
or temporal placement of elements of infrastructure, in order to completely avoid impacts on
certain components of biodiversity.

e Minimization: measures taken to reduce the duration, intensity and/or extent of impacts
(including direct, indirect and cumulative impacts, as appropriate) that cannot be completely
avoided, as far as is practically feasible.

o Rehabilitation/restoration: measures taken to rehabilitate degraded ecosystems or restore
cleared ecosystems following exposure to impacts that cannot be completely avoided and/ or
minimized.

e Compensation: measures, such as offsets, taken to compensate for any residual significant,
adverse impacts that cannot be avoided, minimized and/or rehabilitated or restored, in order to
achieve no net loss or a net gain of biodiversity. Offsets can take the form of positive
management interventions such as restoration of degraded habitat, arrested degradation or
averted risk, protecting areas where there is imminent or projected loss of biodiversity.

(5) Stakeholder engagement, consultation and disclosure:

All of the institutions surveyed for this SPS require stakeholder engagement and consultation in the
assessment and management of biodiversity. Each of the institutions makes some commitment to
carry out consultations with affected peoples and communities and seek their informed participation
throughout the project cycle.

As noted earlier, the CAF is perhaps the most engaged in major infrastructure projects in areas where
there are significant concerns about biodiversity in areas that inhabit large and often vulnerable
populations. The CAF requires that consultations with project-affected groups be held early in the
environmental impact assessment process and maintained throughout the project cycle. Throughout
the project cycle important information is supposed to be disclosed in a timely manner to affected
groups, civil society organizations, and other key stakeholders. The CAF also requires that “The
potential impact of projects over forests and natural habitats, and the rights of access to and use of
resources for the welfare of the communities shall be evaluated as a part to the Environmental and
Social Assessment” (CAF,2015, 64).
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The IFC requires that borrowers go so far as implementing a Stakeholder Engagement Plan. Where
applicable, the Stakeholder Engagement Plan will include differentiated measures to allow the
effective participation of those identified as disadvantaged or vulnerable. When the stakeholder
engagement process depends substantially on community representatives, the client is required to
make every reasonable effort to verify that such persons do in fact represent the views of affected
communities and that they can be relied upon to faithfully communicate the results of consultations to
their constituents. When affected communities are subject to identified risks and adverse impacts from
a project, the client will undertake a process of consultation in a manner that provides the affected
communities with opportunities to express their views on project risks, impacts and mitigation
measures, and allows the client to consider and respond to them (IFC, 2012).

Development finance institutions have learned the importance of ensuring that their stakeholder
engagement plans incorporate the voices of women, particularly in cases where communities may be
facing displacement. As mentioned in section 1.4.2 above, in many rural, poor settings around the
world women do not customarily take part in public discussions but do bear the brunt of biodiversity
losses, which can curtail their ability to serve as stewards of crop biodiversity, further potential
biodiversity losses, and limit the benefits of conservation projects. For example, an inter-bank
working group with representatives from the AllB, ADB, AfDB, EBRD, EIB, IADB, NDB and the
World Bank recently published joint recommendations on meaningful stakeholder engagement, which
encourage project planners to ensure that these processes are designed specifically to prioritize the
participation of women and other disadvantaged groups, and if necessary, disaggregate stakeholder
engagement processes by gender (Kvam, 2019).

2.3 Areas of Convergence and Divergence between China and International Peers

China has made significant progress toward biodiversity-related SDGs, including SDG 15. China’s
Sixth National Report on implementing SDG 15 shows satisfactory progress in most areas, including
several that are highly relevant to the BRI: integrating biodiversity into national and local planning,
mobilizing and increasing biodiversity finance, and conservation of inland freshwater, forest, and
mountain ecosystems. In these three areas, significant synergies exist between China’s areas of
growth and those of its peers, and these areas of overlap can be fertile ground for increased
cooperation in the context of the BRI.

One of the most important mechanisms China has used to accomplish its domestic progress has been
through the use of the Ecological Conservation Red Line (ECRL) system, protecting ecologically
fragile regions and those that provide crucial ecological services. With a framework established in
early 2017 by the General Office of the CPC Central Committee and the General Office of State
Council, ecological red lines have quickly been developed nationally. In 2018 the State Council of
China approved the red line plans from 15 provinces (autonomous regions and municipalities),
including Beijing, Tianjin, Hebei, Ningxia, and the provinces and municipalities of the Yangtze River
Economic Belt. By the end of 2020, the remaining national territory should be included in the red line
system. The total protected land is expected to reach roughly-one third of the entire landmass of China.

Internationally, biodiversity conservation progress has centered around the establishment and
mainstreaming of global standards that establish not only geographic limits, but also operational risk
management strategies to protect local ecosystems, institutional reputations, and the cooperative
relationships of all the partners involved in projects. Major international development finance
institutions — including both multilateral and national development banks — use five main approaches
to operationalizing international standards: (1) aligning institutional practices with international or
national commitments, (2) using exclusionary lists of categorically ineligible projects, (3) requiring
projects to undergo biodiversity impact assessments, (4) adopting a mitigation hierarchy to do no
harm and, if possible, benefit local ecosystems, and (5) incorporate local stakeholders.
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These approaches need not involve development lenders dictating terms to borrowing countries or
single-handedly managing projects. Instead, they can induce international collaboration toward shared
goals, built on information sharing from multiple nations’ experience and accumulated expertise. For
example, international bodies have developed platforms that can aid in cooperative approaches to the
application of the mitigation hierarchy. The Restoration Opportunities Assessment Methodology
(ROAM), developed by the IUCN and WRI is one such mechanism. ROAM supports national
governments’ development of ecosystem restoration programs, including the identification of priority
areas, cost/benefit analyses for intervention approaches, and financing options (IUCN and WRI, 2014).
In this regard, the green BRI is an apt platform for furthering international cooperation to prioritize
biodiversity conservation in development planning, showcasing China’s experiences and expertise,
and building capacity among signatory nations.

Among these five approaches, China’s ECRL system is most closely aligned with the use of a
mitigation hierarchy, which emphasizes the first preference for avoidance of harm, by respecting areas
associated with ecological fragility or important ecological services. The strong synergy of these
techniques makes China’s ECRL approach highly relevant for incorporation into BRI planning. Other
BRI signatories are familiar with the approach, and China has found great success with it domestically.
Incorporating ECRL planning — in the context of international collaboration — into BRI project
planning could be a powerful tool in aligning the BRI with SDG 15. SDSN Executive Director Guido
Schmidt-Traub (2020), writing for China Dialogue, notes that “China is the only country practising
such comprehensive and ambitious land-use planning”, and that “China’s experience may be relevant
for any country wishing to meet the objectives of the CBD and the Paris Agreement”. According to
Schimidt-Traub (2020), the inclusion of land-use maps in climate and biodiversity strategies would
enable the success of CBD COP 15 and UNFCCC COP 26, while land-using planning itself can serve
as a critical tool for directing the economic stimuli in the right direction after the COVID-19
pandemic.

3. ANALYSIS OF SDG 15 RELATED INVESTMENTS POSSIBILITIES

Working towards SDG 15 is no small task. Biodiversity is fragile and necessary for the lives and
livelihoods of global communities, and if damaged, difficult or impossible to regenerate. To prioritize
it among the ever-accelerating world of international finance and investment, the field of biodiversity
finance has emerged.

The need is certainly present and pressing. At a 2015 workshop in Beijing, the Intergovernmental
Science-Policy Platform on Biodiversity and Ecosystem Services (IPBES) concluded that “urgent and
concerted action” was needed to avert ecosystem degradation globally, for the sake of 3.2 billion
people currently impacted by degraded lands (Montanarella, Scholes, and Brainich, 2018).
Economically, they estimate that the losses caused by this biodiversity degradation amount to 10% of
global GDP. These same authors track successful ecosystem restoration across every region and
continent of the globe.

Biodiversity conservation is, by definition, an act that prioritizes long-term well-being over short-term
booms. It requires investing in the natural capital necessary to support future economic production
and human health. It also requires investing in activities that will pay off in positive externalities
distributed throughout a wide array of communities, which the investor will not be able to completely
reap themselves. Thus, it needs external encouragement in order to flourish, in the form of an enabling
policy environment, preferential financial arrangements, and impact investors motivated to fuel
positive change not only for their own portfolios but for the communities where they operate.
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3.1 Survey and Assessment of the Chinese Experience

The SDG 15 aims to protect, restore and promote the sustainable use of terrestrial ecosystems. In
recent years, China has continuously increased its financial input in ecological compensation
mechanisms, transfer payments to ecological function areas, grassland compensation, subsidies for
returning farmlands to forests, subsidies for wetland protection and restoration, and other programs. In
the meantime, China has continued improving the property right system of natural resources,
exploring new ways of cooperation among governments, businesses and environmental organizations,
promoting sustainable forest management, combating desertification, halting and reversing land
degradation, and halting biodiversity loss. In 2018, China scored 62.7 on SDG 15, up by 7%
compared with 2017, indicating that certain progress has been achieved in terms of terrestrial
ecosystem protection.

The ecological compensation mechanism continues to improve!. The Chinese government attaches
great importance to the development of the ecological compensation mechanism and launched policy
documents such as Suggestions on Improving the Ecological Compensation Mechanism, Guidelines
for Accelerating the Development of a Horizontal Ecological Compensation Mechanism for Upper
and Lower Reaches of Rivers, Action Plan for the Establishment of a Market-Oriented, Diversified
Ecological Compensation Mechanism, Guidelines for Establishing and Improving the Long-term
Mechanism for Ecological Compensation and Conservation in the Yangtze River Economic Belt, and
Plan for A Pilot Program of Establishing a Comprehensive Ecological Compensation Mechanism.
These documents establish the framework of an ecological compensation mechanism with Chinese
characteristics. China had a fiscal input of nearly RMB 200 billion yuan in ecological compensation
in 2019. Meanwhile, both the central and local governments have been taking market-oriented
approaches to expand the source of funding for improving the ecological compensation mechanism.
For example, the water source areas of the middle route of the South-to-North Water Diversion
Project established ecological compensation through pairing cooperation; Jinhua City and Pan’an City
in Zhejiang Province took the lead to adopt off-site development as a means of compensation; the
drainage areas of Xin’an River engaged the private sector in ecological compensation programs;
Moutai Group plans to invest a total of RMB 500 million yuan in 10 years starting from 2014 in water
environment compensation in the drainage areas of Chishui River; and China Three Gorges
Corporation has been playing an active role in the protection of the Yangtze River while exploring for
market-oriented approaches to improve the compensation mechanism.

Transfer payments to ecological function areas have been increasing. To guide local governments
to intensify the efforts to protect the ecological environment, and improve the capacity of local
governments in places with national key ecological function areas to provide basic public services, the
central government established the transfer payment system for key national ecological function areas
in 2018 to support the protection of these areas. By the end of 2019, the central government has made
transfers amounting to RMB 524.2 billion yuan to key national ecological function areas, of which
RMB 81.1 billion yuan was made in 2019, RMB 9 billion yuan more than in the previous year,
registering an increase of 12.5%. Meanwhile, China has kept expanding the coverage of key national
ecological function areas to 819 counties. Once included in national ecological function areas, local
governments will receive financial and policy support as long as they strictly implement the negative
list system for industrial access. According to relevant regulations, a region counted as a key national
ecological function area needs to strengthen ecological protection and restoration, regulate the
boundaries of industrialization and urbanization, and enhance the supply capacity of eco-products.

1 An Exploration to the Development of An Ecological Compensation System with Chinese Characteristics [N].
China Environment News, 2019-12-18
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Figure 3-1. Transfer Payment to Key National Ecological Function Areas (2008-2018)
Source: Dong et al, 2018; Ministry of Finance, 2018.

The standards for the compensation for ecological services of forests have been rising. In recent
years, the central government has been increasing its input in compensation for ecological services of
forests and raising the standards for compensation year by year. Starting from 2010, the standards of
compensation for state-level non-commercial forests have varied according to their ownership. The
compensation rate for state-owned state-level non-commercial forests was RMB 5 yuan/year-mu (1
mu = 0.067 ha) in 2010, while that of privately-owned and community-owned state-level non-
commercial forests has increased from RMB 5 yuan/year-mu to RMB 10 yuan/ year-mu. In 2013, the
compensation rate for privately-owned and community-owned state-level non-commercial forests was
raised to RMB 15 yuan/year-mu. In 2015, 2016, and 2017, the rate for state-owned state-level non-
commercial forests increased step by step, reaching RMB 6 yuan/year-mu, RMB 8 yuan/year-mu and
RMB 10 yuan/year-mu respectively. As the central government increases its fiscal input and raises the
standards for compensation, local governments are expected to positively improve compensation
system for ecological services of forests in local areas.

Policies for fiscal support to ecological protection and restoration of wetlands continue to
improve. China attaches great importance to the protection of wetlands with increasing fiscal input in
accelerating the development and optimization of policies concerning fiscal support to ecological
protection and restoration. From 2013 to 2016, the central government allocated RMB 5 billion yuan
to protect wetlands in China and continued to provide support through the Funds for Reform and
Development of Forestry afterwards. In 2014, the Ministry of Finance and the State Forestry
Administration launched the pilot program of wetland ecological benefit compensation. For important
wetlands on the route of migratory birds managed by the forestry system, their loss due to the
protection of birds and other wild animals will be properly compensated. Currently, the central
government allocates fiscal input to local governments, who will then decide the scope of wetland
ecological benefit compensation and the areas to be protected.

Box 4. Measures Taken by the Funds for Reform and Development of Forestry to
Support Wetland Protection and Restoration

The first measure entails supporting the protection and restoration of wetlands. For wetlands of
international/national importance, national wetland parks at important ecological locations, and national
wetland nature reserves at or above the provincial level managed by the forestry system, efforts will be
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made to protect and restore the wetlands, improve the current ecological status, and maintain the health of
the local ecosystem.

The second measure entails supporting the restoration of farmland to wetland. It is encouraged to return
farmlands to wetlands within the wetlands of international importance, national wetland nature reserves,
and provincial nature reserves within wetlands of national importance managed by the forestry system, so
as to expand the area of wetlands and improve the surrounding ecological status. The third measure entails
supporting the wetland ecological benefit compensation. For important wetlands on the route of migratory
birds managed by the forestry system, their loss due to the protection of birds and other wild animals will
be properly compensated. In so doing, all parties are motivated to protect wetlands and maintain the
wetlands’ ecosystem service functions.

The grassland ecological protection subsidy incentive policy has been continuously promoted. To
protect grassland ecosystem, guarantee the supply of meat and dairy products, and increase the
income of herders, the Chinese government implemented the grassland ecological protection subsidy
incentive policy. Currently, it covers eight major pastoral provinces (autonomous regions), including
Inner Mongolia, Xinjiang, Tibet, Qinghai, Sichuan, Gansu, Ningxia and Yunnan, and five non-major
pastoral provinces, such as Heilongjiang. RMB 152.033 billion yuan has been given as subsidies to
268 pastoral and farming-pastoral counties in the above provinces. In 2019, a new round of grassland
ecological protection subsidy incentive of RMB 18.76 billion yuan was included in the central budget
to support the banned grazing area of 1.206 billion mu and the grass-animal balance area of 2.605
billion mu.

Compensation (unit: RMB 100 million yuan)
200 187.6 187.6 187.6 187.6

180 159.75 157.69 166:49
160 150
136

140
12
100

80

60

40

20

0

2011 2012 2013 2014 2015 2016 2017 2018 2019

o

Figure 3-2 Grassland Ecological Protection Subsidy Incentive (2011 — 2019)
Source: Chinese Academy of Environmental Planning (2018); Ministry of Finance website.

The unified confirmation and registration of natural resources has been rolled out. The
confirmation and registration of natural resources is important in promoting the reform of the property
rights mechanism of natural resource assets, which is a key part of China’s ecological civilization
framework. By the end of October 2018, 1,191 natural resource registration units have been
established in 12 provinces (autonomous regions) and 32 pilot areas, and the total registered area has
reached 186,727 km’. The state also focused on exploring the confirmation and registration of
national parks, wetlands, water flows, and proven reserves of mineral resources. Starting from the end
of 2018, the confirmation and registration of natural resources in key areas has been implemented
nationwide step by step. It is planned that within 5 years, the unified confirmation and registration of
natural resources in nature reserves will be completed, such as national and provincial key parks,
natural reserves and various natural parks (scenic areas, wetland parks, natural heritage, geo-parks,
etc.). At the same time, the unified confirmation and registration of individual natural resources with
complete ecological functions owned by the public will be conducted, such as major rivers and lakes,
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key wetlands, key national forests, important grasslands, and other areas.

Innovative approaches have been taken to promote cooperation between governments,
environmental organizations, and large enterprises. “Debt-for-nature swaps” can be traced back to
the 1980s. In a debt for nature swap, a nation agrees to swap the preservation of the natural
environment for some of its debt. This benefits the nation because it brings its overall debt level
down, and it benefits the environment by creating more protected habitat for animals and plants. Debt-
for-nature swaps may be organized by conservation organizations or by governmental organizations
concerned with environmental preservation. Currently, China doesn’t have any recorded cases of debt-
for-nature swaps. However, there are many cases in which international organizations or large
enterprises cooperate with governments in environmental protection for win-win benefits, mostly in
the form of Payments for Ecosystem Services (PES). The project for the protection of water source
jointly operated by The Nature Conservancy (TNC) and Longwu, Zhejiang Province is a case of such
a practice. The project, with TNC as the consultant, protects water source areas with funding from
trust agencies. The forest land is operated and managed in an integrated manner. The income from
such operations is used to cover the compensation to farmers and the cost of the protection and
management of the water source area. In this way, the water source could be properly protected and
the trust fund company could get a fair share of economic return.

Box 5. Water Source Protection Program Jointly Operated by TNC and Longwu, Zhejiang
Province in the Form of Trust

On January 15, 2015, TNC and the government of Huanghu County, Zhejiang Province, signed an
agreement on the protection of Longwu Reservoir, a county-level water source. According to the
agreement, the goal of the program is to reduce the factors that may cause water quality deterioration
and improve the water quality of the reservoir from Class II to Class I. It is a good attempt to adopt a
win-win model towards ecological conservation that could benefit both the environment and the
community. Funded by Alibaba Foundation, it is the first water source protection program of TNC in
China in the form of trust. In September 2015, Wanxiang Trust-TNC Charitable Trust decided to
invest RMB 330,000 yuan to support the program (TNC, 2015; Liu Liwen, 2015).

In November 2015, Wanxiang Trust launched the first water fund trust in China — Wanxiang Trust-
Shanshui Fund No.1. Shanshui Fund Trust invited TNC to be the consultant. In the same month, the
first water source protection and management project supported by the Trust — Longwu Small Water
Source Protection Program was officially launched.

The program is an innovation that integrates social resources and engages multiple actors, including
farmers, financial institutions, charity organizations, local organizations, businesses in the lower
stream of the industrial chain related to agriculture in its daily operations. In this way, it could
generate positive outcomes through interaction, collaboration and sharing. The program effectively
addressed the issue of pollution caused by human activities that could benefit the whole community; it
also established a sustainable funding mechanism that could bring environmental benefits and
economic returns for investors.

Mode: Trust

Target of compensation: Residents in the nearby community

Main provider of compensation: Alibaba Foundation

Means of compensation: Farmers entrust the forest land to the trust and get steady income as
compensation

Operation mechanism: The trust agency operates and manages the forest land while promoting
the growing of bamboo shoot and ecological tourism. The income from such operations is used to
cover the compensation to farmers and the cost of the protection and management of water source
area.
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3.2 Survey and Assessment of International Practices

Globally, biodiversity finance has taken a variety of approaches, often in the form of PES or
investments in soil and water health to ensure their ability to support future agriculture. The former
category has been explored among developed as well as developing countries, under a variety of
terms including “eco-compensation” in China and “agri-environmental programs” in the European
Union (Schomers and Matzdorft, 2013). A recent global survey in the journal Nature Sustainability
estimates that over $36 billion is invested in PES annually, with approximately one-third of that
amount taking place within China (Salzman et al, 2018). Of the conservative USD 36 billion estimate,
the great majority is estimated to be concentrated in watershed subsidies, which attract approximately
USD 23.7 billion per year. One of the better-known examples of watershed PES programs among
developing countries is found in Ecuador, where the capital city of Quito established the world’s first
municipal water fund, with the cooperation of TNC, in 2000 (Echavarria, 2002). Quito’s
groundbreaking PES program (named FONAG for the Spanish acronym for Water Protection Fund)
adds a surcharge on water users and included a bottled water plant in order to fund the conservation of
the watershed that provides water for the municipality of Quito.

A second common approach — and one of particular importance for the context of a green BRI — is the
use of biodiversity offsets. These financial arrangements seek to mitigate the net biodiversity impact
(or create a positive net biodiversity impact if possible) due to new project construction by financing
separate conservation efforts. Enabling policies for this type of biodiversity financing exist throughout
Asia, Europe, and the Americas, but range widely in definition (Bull et al., 2013; Gelcich et al., 2017;
McKenney and Kiesecker, 2010). A recent study in Nature Sustainability which considered only those
projects implemented under a “no net loss” policy, found nearly 13,000 such projects globally, cover
an area of roughly 153,679 km?. Some of the largest existing such programs have occurred in very
disparate countries, including: Mongolia, Brazil, and Uzbekistan (Bull and Strange, 2018). However,
as Gardener et al (2013) demonstrate in a Conservation Biology article, the “no net loss” standard is
highly ambitious in practice, requiring comparable gains of new biodiversity (not simply conservation)
relative to the biodiversity losses that are to be offset, and requiring that those gains be maintained
over the long term. Accomplishing these goals requires strong institutional support and the
involvement of a wide array of geographic locations, in order to effectively “hedge” the risks of
partial project failure.

More broadly, biodiversity offsets take place within the mitigation hierarchy described in section
2.2.2. As part of the “compensation” stage, offsets serve as a last option if the earlier options of
avoiding, minimizing, and rehabilitating/restoring ecosystems and the communities that rely on them
are not feasible or insufficient. For example, Villarroyo, Barros, and Kiesecker (2014) review the
national policies regarding biodiversity offsets in Latin America and find that three countries’ national
regulations (Chile, Colombia, and Mexico) specifically make mention of both the mitigation hierarchy
and offsets in relation to their EIA processes. However, many scholars note that significant
institutional capacity building work remains in governments that seek to support offset schemes,
particularly in establishing the scientific bases for “ecological equivalence” between geographic areas,
in order to be assured of the net biodiversity impact of offset schemes (Bezombes et al., 2017; Bull et
al., 2013; Gardner et al., 2013; Quétier and Lavorel, 2011).

Nonetheless, Luck, Chan, and Fay (2009) find that global biodiversity finance has suffered from a
severe geographical mismatch: flows have been directed mostly to low-priority ecosystems, while the
most important ecosystems have been overlooked. Over half of all flows are focused on the United
States, Canada, and Europe, despite the fact that these ecosystems are of “mutual low priority” for the
two goals of preserving ecosystem services and biodiversity. Meanwhile, areas of high priority for
both of those goals are concentrated in Southeast Asia and South America, which have attracted less
than 15% of global biodiversity collectively. This mismatch is assuredly related to the fact that
approximately half of all biodiversity finance stems from domestic government funding, and so
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funding is staying within wealthy countries. Thus, if the world is to make progress toward SDG 15,
international biodiversity cooperation — through investment and especially aid — will be key.

Incorporating Commercial Investors

Traditionally, biodiversity finance has been limited to aid: official development aid (ODA) and
philanthropy. However, opportunities for commercial investors have also been developing in recent
years. Many types of biodiversity-maintaining or biodiversity-enhancing activities will pay for
themselves in the medium-to-long term, though they require new sources of upfront financing to
launch. By preserving or enhancing existing natural capital, these investment possibilities allow for
reduced costs in economic production in the long term. For example, Burian et al. (2018) advocate for
agricultural investments aimed at building soil health and resilience, which will bring economic
benefits in increased crop yields and decreased expenses on agrichemical inputs. IPBES estimates that
the economic benefits of soil preservation are an average of 10 times greater than the cost of those
efforts (Montanarella, Scholes, and Brainich, 2018). Finally, these benefits are multiplied as they
impact downstream ecosystems through less-polluted waterways that better support both urban and
rural life.

However, to succeed, biodiversity finance efforts must be well-matched with local needs, well-
designed with local input, and well-managed by local governments. Clark, Reed, and Sunderland
(2018) find that the sector is beset by potential “greenwashing,” in which commercial investors’
activities are not actually biodiversity-enhancing or biodiversity-protecting, but market themselves as
such in order to access advantageous financing and public reputational enhancements. While a few
such investments may do no harm, allowing this type of activity to flourish under the banner of
“biodiversity finance” brings risks to the entire sector, threatening the legitimacy of its claims and
with it, its access to the favorable financing that will ensure its continued viability.

Bearing in mind the potential benefits as well as the potential risks, the United Nations Development
Programme (UNDP)’s Biodiversity Finance Initiative (BIOFIN) has developed five areas of focus for
developing frameworks for commercial biodiversity finance:

e Policy and Institutional Review, examining the ways in which national institutions are
sufficiency robust and well-designed to encourage biodiversity finance, as well as what areas
can benefit from reforms (with the added optional aspect of identifying economic drivers of
biodiversity loss);

e Expenditure Review, calculating current expenditures to support biodiversity;

e Needs Assessment, estimating the total amount necessary in biodiversity-supporting
expenditures and the gap in actual spending;

e Finance Plan, setting targets and finding potential sources for this funding;

e Finance Solutions, establishing and carrying out a plan to address the institutional and
financial gaps discovered in previous steps.

Bilateral BIOFIN Cooperation Between Partner Governments

As the sector of biodiversity finance continues to expand, and particularly as it opens to commercial
activities, China has the opportunity to establish itself as a global leader in the field. The globally
networked nature of the BRI highlights the importance of working to preserve biodiversity in the
“hotspots” along the network, to ensure that the entire enterprise brings net benefits to the
communities and the ecosystems that support them.

Two such “hotspots” stand out among potential partners for Chinese conservation finance, one on
each side of the Pacific Ocean: Indonesia and Ecuador—two countries with BRI MOUs with China.
Both are among the 17 mega-biodiverse countries, who collectively boast 17% of the world’s species.
They represent the peak of global terrestrial and marine biodiversity, respectively. Ecuador is home to
the most biodiverse section of the Amazon rainforest, often called the “lungs of the earth” (Bass et al.,
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2010). The Ecuadorian Amazon rainforest sits at the headwaters of the Amazon River, and ecosystem
preservation there has the potential to benefit the downstream Amazon biome. Indonesia sits in the
center of the world’s marine biodiversity, sometimes called the “Amazon of the Seas” or the Coral
Triangle, for the tremendous density and diversity of coral species there (Hoeksema, 2007). Both
countries have made significant progress in their UNDP BIOFIN process, preparing to host and
manage biodiversity finance successfully.

Furthermore, both Indonesia and Ecuador have strong economic ties with China. According to FDI
Markets, China has created more new investment in Indonesia than in any other country in the last
decade: over USD 52 billion. Ecuador, while a much smaller country, has also built up an important
friendship with China. For the last decade, China has been Ecuador’s most important creditor,
creating deep goodwill between the two governments. In 2019, Ecuador became the first Latin
American or Caribbean nation to become a full member of the AlIB, signaling its interest and
institutional readiness to continue to strengthen its financial ties with Asia and in particular, with
China.

One major obstacle to biodiversity preservation is a simple matter of geography: biodiversity hotspots
are disproportionately located in developing countries, with limited fiscal space to design and carry
out long-term projects that will not yield financial benefits for many years. One way to circumvent
this problem is for these countries to collaborate in a bilateral or plurilateral fashion with their most
important strategic partners, either creditor nations or major sources of investment, to ensure that the
growth in economic activity between their nations does not bring environmental degradation. Three
main models are common in the area of bilateral biodiversity finance: debt-for-nature swaps, National
Environmental Funds (NEFs), and bilateral sustainable development banks.

In debt-for-nature swaps, creditors cancel a share of the debt in exchange for the debt service
payments being redirected to maintain biodiversity. Alternatively, impact investors or international
non-profit organizations play a pivotal role, negotiating a deal in which they buy a country’s debt at a
discount, work with the debtor nation to build the institutional infrastructure to oversee the
biodiversity plan, and help establish a fund to support these activities. These deals can effectively cut
off a vicious cycle of fiscal constraints leading to insufficient environmental management, hurting
economic outcomes, reinforcing fiscal constraints.

When implemented well, debt-for-nature swaps can allow chronically indebted countries an
alternative to environmentally-damaging activities to pay down debt. They can also create an
institutional structure to oversee the establishment of definitions of sustainable economic activities
appropriate for the newly protected areas, and the fiscal space to ensure that the new protections are
well-managed, with adequate participation from local communities to ensure enforcement. However,
debt-for-nature swaps are not quick fixes for serious debt problems, nor can they bring a sudden stop
to ongoing ecological disasters. As the case of Seychelles demonstrates, establishing the conservation
areas is a process of multiple years. Thus, rather than being used as a last resort or rescue option for
disaster scenarios, it is best considered as a long-term, proactive approach to conservation.

NEFs share many of the same characteristics of debt-for-nature swaps, but with less intervention on
the part of outside partners. NEFs are locally-managed funds set up in collaboration with external
partners, that support conservation efforts domestically. The “trust fund” nature of NEFs can make
them particularly appropriate funding instruments for projects that need medium- or long-term
investments, such as the delineation, establishment, and maintenance of national parks. For example,
Brazil’s Amazon Fund supports non-deforestation livelihood projects for forest-dwelling communities
(Klinger, 2019). Other Amazon-basin countries including Bolivia, Colombia and Peru have NEFs to
support their national systems of protected areas. In Asia, Bhutan and the Philippines both have
similar funds (Dillenbeck, 1994).

While NEFs are managed by national governments, they can be established in conjunction with
strategic partners overseas. For example, the Foundation for the Philippine Environment has been
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supported through debt swaps from the United States and Japan. In these cases, NEFs are similar to
the debt-for-nature swaps profiled above, without the same level of detailed conditionality. Instead of
debtor nations agreeing to set aside particular tracts of land, they establish general support for the
nationally-defined conservation strategies. The fact that the local governments oversee the funds and
their management makes them suitable for bilateral cooperation with partners that prefer to allow as
much local direction as possible.

Finally, bilateral conservation financing can take the form of special-purpose development banks. For
example, the North American Development Bank is a project of the governments of the United States
and Mexico, and was brought into being as part of the negotiations for the North American Free Trade
Agreement (NAFTA), with the objective of ensuring that the U.S.-Mexico border would not be
degraded due to the higher economic activity expected under NAFTA. It finances sustainable
development projects on both sides of the border (Knox, 2010). It has financed USD 1.2 billion in
projects as of year-end 2018 (North American Development Bank, 2019). This model may be
particularly attractive in the establishment of cross-border transit corridors such as those in the BRI,
or in partnerships between countries that expect to see significant increases in investment and trade.

Box 6. Debt-for-Nature Swap in the Seychelles

NatureVest, the biodiversity finance platform of TNC was founded in 2014 to mobilize private capital
for conservation. In 2016, in conjunction with other private funders, NatureVest signed a deal with the
Seychelles’ Paris Club creditors, to buy a portion of Seychelles’ debt at a discounted rate, spending
approximately $22 million for approximately $25 million in debt.

In cooperation with the government of Seychelles, this debt relief will allow the establishment and
maintenance of approximately 400,000 km? of ocean. As of this writing, roughly half of that area has
already been set aside, in the form of two new protected areas. The remainder is expected to be added
within a year of this writing.

Two factors have contributed to the success of this debt-for-nature swap: the leadership of the
government of Seychelles and the unhurried nature of the planning process. Through both of these
strategies, this Seychelles project has been able to earn the local support necessary for management and
enforcement over the years to come.

This process represents a culmination of existing national government goals announced in 2012, when
it announced a plan to increase protected areas to include 30% of its marine EEZ (“The Initiative,”
2019). Seychelles adopted a mapping methodology using international best practices, adapting
UNESCO (Ehler and Douvere, 2009) recommendations. To determine which marine areas would be
protected and what sustainable activities would be permitted, the MSP incorporated the input of 10
ministries and 100 public stakeholders who participated through 9 public workshops and 60
consultations.

To ensure the program’s viability, the government of the Seychelles led a mapping process, the
Seychelles Marine Spatial Planning (MSP) initiative, beginning in 2014 (“Seychelles Marine,” n.d.).
The MSP has been a deliberately time-consuming process in order to ensure an evidence-based
outcome with sufficient public input. In fact, while Phase | was completed in 2018, protecting 15% of
the Exclusive Economic Zone (EEZ), Phase II is not expected to finish until the end of 2020 (“The
Initiative,” 2019).
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3.3 The Applicability of Chinese Domestic Experience for Biodiversity Finance with

International Peers

Both within China and globally, biodiversity finance has grown tremendously in the last decade. PES
programs have been popular internationally for many years but have skyrocketed in the last decade
within China. China’s peers have also more deeply explored other types of biodiversity finance, such
as offsets and debt-for-nature swaps. In these areas, China’s scientific expertise could help their peers
face some of those avenues’ obstacles, and China can also learn from international successes.

While many countries have pursued PES programs, the depth, scope, and rapidity with which China
has developed its internal programs hold important lessons for its peers. Programs to support
reforestation (differentiated between purely ecological forests and commercial forests), farmland
conversion to grasslands (differentiating between no-graze areas and mixed areas) and wetlands
(including special compensation for lands along important migratory bird routes) show a level of
scientific expertise and local understanding that many other BRI national governments could draw
reference in accordance with their own conditions. The collaborating context of the BRI allows for
information sharing and collaborative planning. In this context, it would be wise to share these
experiences where possible.

Globally, biodiversity finance has been a mix of administrative and market mechanisms. In some
instances, governments manage programs entirely, especially those focused on payments for
environmental services. However, in the cases of offsets, where biodiversity enhancements are
specifically linked to biodiversity loss caused by commercial investment, governments have focused
on establishing legal frameworks to enable biodiversity offset mechanisms. While biodiversity offsets
have grown popular in developed and developing countries alike, the complexity of managing
multiple geographic sites (where biodiversity is being lost and gained) creates significant demand for
institutional capacity. Specifically, scientific expertise is needed to establish an ecological survey to
accurately establish equivalence between sites and measure outcomes. Even though China does not
specifically link biodiversity-enhancing programs with biodiversity-damaging building projects
through offsets, it has had to develop this same type of institutional capacity to establish its ECRL
system. Situations where BRI peers are pursuing offsets may be excellent opportunities for
collaboration in this area.

A 2019 joint report between the China Development Bank and the UNDP identified key benefits for
collaboration and harmonization of standards and across the BRI, summarized in Table 3-1. From this
research, it is clear that all partners will be made better off by harmonizing standards and sharing
expertise from China’s ECRL system, partners’ biodiversity finance experience, and shared priorities
for conservation.
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Table 3-1: Benefits of Harmonizing Standards along the Belt and Road

Nation  Beneficiary Benefit

China Government Prevention and mitigation of reputational risk;
Prevention and mitigation of environmental and social risks.

Financial e Prevention of default risk;
institutions e More innovative and competitive financial services.
Business e Expansion of markets;
entities e Greater returns and effectiveness of projects;
e Improved competitiveness and risk management.
Partners Governments e Economic growth and poverty alleviation;
e Improved management of fiscal resources;
e Improved management of natural resources;
e Strengthening of institutional capacities;
e Prevention and mitigation of environmental and social risks;
e Reduction of compliance costs.
Business e Expansion of domestic markets and linkage to international value
entities chains;
e Increased opportunities for participation in BRI-related procurement;
e Improved compliance and risk management.
All Local e Improved livelihoods, decent jobs;
communities e Reduced likelihood of social conflict;
¢ Enhanced voice and ownership of projects;
e Reduced vulnerability against potential negative impacts.
Global e More equitable use of resources and growth;
community e Enhanced interconnectivity and cooperation;
e Provision of global public goods;
e Improved global governance.

Source: Reproduced from UNPD and CDB (2019).

4. ANALYSIS OF SDG15-RELATED GOVERNANCE STRUCTURE

4.1 Survey and Assessment of Practices in China

4.1.1 Governance Structure

China has integrated biodiversity into the target system for building an Ecological Civilization, and
has been constantly improving the system and institutional settings for biodiversity conservation. It
employs a system characterized by unified national regulation and division of responsibilities and
cooperation among different sectors to protect biodiversity. In particular, right after it approved the
CBD in 1993, China established a Coordinating Group for the Implementation of CBD, with the
former State Environmental Protection Administration (SEPA) as the leading agency and the
participation of 20 departments/line ministries under the Chinese State Council. It founded a CBD
implementation office in the then SEPA and identified the national focal points for CBD
implementation, biodiversity clearing-house mechanism, and biosafety respectively. An inter-
ministerial Joint Meeting for Protection of Biological Resources was set up at the same time. The
Coordinating Group meets every year to develop an annual work plan for CBD implementation and
launches a variety of activities. So far, an initial national working mechanism has been formed for
biodiversity conservation and CBD implementation. China started the development of a China
Biodiversity Conservation Action Plan in 1992 and released the finalized document in 1994. This
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Action Plan has identified both the location of ecosystems and the list of species for priority
conservation, and set out the goals for seven areas of biodiversity conservation in China.

In 2010, the State Council of China founded the “China National Committee for the 2020
International Year of Biodiversity”. During its meeting, the State Council reviewed and approved the
China Action Plan for the International Year of Biodiversity and the China National Biodiversity
Conservation Strategy and Action Plan (2011 — 2030). In June 2011, the State Council decided to
rename the “China National Committee for the International Year of Biodiversity 2010 as the “China
National Committee for Biodiversity Conservation”, and designated the Vice Premier of the State
Council in charge of environment as the Director of the Committee. At present, this Committee has 23
member departments/ministries. It is mandated to coordinate all biodiversity conservation efforts in
China, and direct the implementation of China actions for UN Decade on Biodiversity. The
establishment of the China National Committee for Biodiversity Conservation shows China’s
determination to strengthen environmental protection and promote sustainable development, and its
commitment to the international community. Since 2015, China has promulgated or revised 56
policies, laws and regulations related to biodiversity conservation, with the policy and legislative
system for biodiversity conservation in China gradually improving.

In addition to the governance structure at central level, the environmental protection agencies of the
governments at provincial level have also been carrying out reforms to better protect biodiversity. In
2008, SEPA was upgraded to the Ministry of Environmental Protection (MEP) and became a
department of the State Council. All the provinces, autonomous regions, and municipalities have
upgraded their environmental protection agencies to departments, building a unified environmental
protection system. Referring to the responsibility and function orientation related to biodiversity
conservation at the national level, some provincial governments have established relevant
coordination mechanisms, specifying the leading role of environmental protection departments in
biodiversity conservation and the corresponding responsibilities of multiple internal agencies within
those departments. To go with the actual local conditions, some provinces have set up administration
agencies in line with the needs of local biodiversity conservation. For example, Yunnan Province has
set up a Lake Protection and Administration Division, showing the local features of its institutional
reform and biodiversity conservation. In 2018, in accordance with the “Decision of the Central
Committee of the Communist Party of China on Deepening the Reform of the Party and Government
Institutions”, the Chinese State Council established the new MEE to practice the holistic thinking of
integrated management of mountains, waters, forests, farmlands, lakes, and grasslands. All provinces,
autonomous regions and municipalities have formed their new Department of Ecological Environment
to comprehensively guide, coordinate and supervise the work of eco-environmental protection.

Annex 4 gives a more detailed description of China’s progress in implementing policies for
biodiversity conservation, elements of corresponding governance structure, as well as additional
major institutions with conservation and management responsibilities which includes the China
Biodiversity Conservation and Green Development Foundation (CBCGDF), the China National
Committee for Biodiversity Conservation, and the Biodiversity Committee of the China Academy of
Sciences.

4.1.2 Green Belt and Road and Biodiversity Conservation

In the light of China’s experience in biodiversity conservation and need for building a green BRI,
early efforts to align green BRI and biodiversity conservation have seen growth in the areas of
governance mechanisms, governance system, information, technology development and scientific
research, as well as green investment and finance, so as to jointly promote biodiversity conservation
and implementation of SDG 15 in BRI participating countries.

First, there was a focus on establishing a mechanism and platform for cooperative governance to

enable the improvement of a governance system for biodiversity conservation in BRI participating
countries. Important progress began to show in integrating the existing bilateral and multilateral
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international cooperation mechanisms with green Belt and Road, building a network for biodiversity
conservation, innovating cooperative models, as well as formulating a cooperation platform with
inclusive participation of multiple stakeholders, including national governments, think tanks, business,
civil societies and the wide participation of the public. Meanwhile, it is necessary to give full play to
the mechanisms established for China-ASEAN cooperation, the Shanghai Cooperation Organization
(SCO), the Lancang-Mekong cooperation, the Conference on Interaction and Confidence Building
Measures in Asia, Euro-Asia Economic Forum, the Forum on China-Africa Cooperation, and the
China-Arab States Cooperation Forum among other cooperative platforms. Efforts are still needed to
facilitate the establishment of environmental cooperation platforms for the six major Economic
Corridors, and expand cooperation with relevant international organizations and agencies, so as to
promote the effective implementation of SDG 15.

Second, efforts have been made to enhance cooperation on green technologies and research and
development. There is a growing demand for the transfer of green, advanced and applicable
technologies in developing countries along the Belt and Road, as well as need for joint research and
development, promotion and application of cutting-edge technologies on the conservation of
biodiversity. Specifically, further actions are to be taken for a platform on scientific research and
technology development across scientific and research institutions and think tanks. Joint research with
relevant countries and regions on biodiversity is a favorable opportunity for the conservation of global
biodiversity. With the scientific study over the biodiversity of countries and regions along the Belt
and Road, it would contribute to the analysis on the biodiversity evolution mechanisms and its
characteristics and patterns on geographical distribution in these regions, expedite the scientific
research on global diversity and help to provide training and capacity building for young officials and
scientists in countries along the Belt and Road.

Third, steps are emerging to promote information exchanges, including biodiversity-related
information sharing and disclosure, as well as provision of comprehensive information as decision-
making support and safeguard. Growing needs are observed for enhancing the construction of
biodiversity information base on the BRI Environmental Big Data Platform; for the full inclusion of
national spatial and information infrastructure; for the exchange and sharing on environmental laws
and regulations, policy standards and practices and experience; for enhanced comprehensive
cooperation among different national departments and the sharing and disclosure on the ecological
and environmental information; and for the improved capacity on risk evaluation and prevention
targeting at BRI projects overseas. It is necessary to facilitate cooperation on the ecological and
environmental information products, technologies and service to provide comprehensive information
support and safeguard for building a green Belt and Road.

Fourth, promising progress has been observed in the development of systems on green investment,
green trade and green finance. Green finance systems help to build up the foundation for the long-
term run of BRI projects. A good example is the Social Responsibility and Environmental Protection
Guidelines for Investments in the ASEAN Region released by China-ASEAN Investment Cooperation
Fund (CAF). The document prescribes that when CAF provides consulting services for businesses on
overseas investment based on its Environmental and Social Management System Arrangements
(ESMS), it could refer to the Performance Standards to identify and manage the impacts of
environmental and social risks, clarify the evaluation metrics during the investment process, and
continuously monitor the later-stage investment, as a way to facilitate invested enterprises to avoid,
ease and manage risks via a sustainable operation way. This Performance Standards covers eight areas
including biodiversity conservation and the sustainable management of biological and natural
resources, which jointly composed the standards that clients should meet on sustainable management
of biodiversity through the overseas investment process. Specifically, it includes: (1) checking
whether the company understands and deals with the impacts of the project on biodiversity; (2)
checking whether the company carries out activities in regions under legal protection; (3) checking
whether alien species are introduced in the process of project execution, and checking whether the
company has the approval or permission from competent authorities if there are plans on introducing
alien species; and (4) checking whether the natural resources, forest and vegetation, fresh water and
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marine resources utilized by the project can be regenerated and whether the company is dedicated to
managing them in a sustainable way.

Fifth, such documents as the Green Investment Principle (GIP) for BRI have been released to enhance
green guidance on business activities and encourage businesses to adopt voluntary measures for
environmental protection and sustainable development. It is important to motivate environmental
business to explore the national markets in BRI participating countries, and guide competitive
environmental companies to “go global” in clusters with reference to China’s experience and standard
in building demonstrative ecological industrial parks, so as to enhance biodiversity conservation,
prioritize the in-situ conservation and protection in proximity, and take actions for ecological
restoration. Meanwhile, efforts have been taken to guide business to augment the research,
development and application of major technologies in addressing climate change.

Sixth, there is an increasing necessity to promote gender equality in the BRI cooperation and
strengthen female leadership in biodiversity conservation. Biodiversity and gender are hot topics at
the international level. Promoting gender mainstreaming in biodiversity conservation has gained
widespread attention from the international community in recent years. Biodiversity and gender have
been included in the CBD as a key issue. However, such problems as imperfect mechanisms and weak
awareness related to gender exist in biodiversity research in China. In view of such problems, the
following steps are thus recommended: set up gender focal points in all departments and establish a
cross-sectoral communication and cooperation mechanism for gender mainstreaming to
comprehensively enhance institutional capacity building; conduct gender mainstreaming training in
biodiversity management departments and institutions to raise basic awareness of staff; as well as
consider gender in the policies related to eco-environmental protection and green Belt and Road
development, and set up gender indicator in the evaluation system for specific projects. Such practice
will also help BRI projects to meet the gender-related international standards and requirements of the
host countries, promote people-to-people bond, and enable the development of BRI to move forward
steadily.

4.2 Survey and Assessment of International Practices

As mentioned in Section 2.2, the environmental management in the international systems has evolved
rapidly over the last few decades. The same can be said for the enforcement and accountability of
those systems. Just as Section 2.2 profiled the screening and assessment systems of international DFlIs,
this section profiles the accountability mechanisms of those same bodies.

Across the world, DFIs have mobilized to address SDG 15 and ensure that their activities protect
project-affected biodiversity. While section 2.2 explained standards and guidelines, this section
explains the DFI governance structures that have been adapted to ensure that conservation is
sufficiently considered. It compares governance structures as adopted by Chinese policy banks’ peers:
major DFls, both multilateral as well as national in nature. It includes: AfDB, ADB, AlIB, EBRD,
EIB, IADB, IFC, KfW, and the World Bank .

Governance for biodiversity: Incorporating SDG15 into DFI decision-making

As explained in Section 2.2, most major DFls incorporate biodiversity considerations into their
operations through the use of set standards, mitigation hierarchy deployment, and consultations with
affected stakeholders, who are likely to depend upon the local ecosystem for their livelihoods and
therefore be particularly attuned to any biodiversity threats. In addition to these processes, several
DFIs also incorporate other steps to mainstream SDG 15. These approaches are varied across DFIs.
However, commonalities do arise in the requirements that DFIs set for themselves in this aspect,
including:

e Incorporating expertise into assessments: the AfDB and AIIB require input from qualified

experts to identify potentially-impacted ecosystems and ecosystem services.
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¢ Empowering project implementers to adapt to changing conditions: AfDB, AlIB, EIB, and the
World Bank all require the use of adaptive management in their projects. In this approach,
borrowers and clients must allow for the possibility that as they develop their projects,
conditions will not be what they initially expected. Newly-discovered species or other
biodiversity-related project impacts may emerge. Project plans should specify what types of
challenges may arise, and how the project implementers will adapt to these changing
circumstances. With this planning done, implementers are empowered to change plans during
the course of the project. In the case of the AIIB, major changes require additional
environmental assessments to ensure that they are adapting their plans adequately.

Policy implementation: Monitoring and reporting

Borrowers and clients may commit to responsible environmental management, and DFIs strive to
consider the implications for biodiversity, but actual performance will determine final outcomes. To
this end, DFIs often institute monitoring and reporting requirements for their borrowers and clients. In
doing so, DFIs often emphasize their respect for the national sovereignty of borrowing nations,
devising methods that prioritize collaboration between lender and borrower for the best possible
outcomes. Several different approaches emerge among DFIs, ranging from those that give borrowers
the most responsibility in monitoring to those that utilize outside auditors.

Policy implementation: Grievance mechanisms

Many DFIs — multilateral as well as national — have instituted policies for stakeholders, including
independent NGOs and project beneficiaries, to file grievances and request an investigation if they
suspect that biodiversity has been harmed in the pursuit of DFI-supported projects. By developing
institutional mechanisms for hearing, investigating, and ruling on these claims, DFIs can ensure that
their borrowers and grantees are living up to the terms of the agreement, prevent small harms from
ballooning into larger harms, protect their own reputation globally, learn from their experiences, and
incorporate these lessons into future activities.

These grievance mechanisms can be at the DFI level, the project level, or both. Project-level
grievance mechanisms allow greater flexibility, by promoting the resolution of problems in a way that
is often faster and more accessible for stakeholders than relying on one centralized system for claims
from projects all around the world. However, they can be more cumbersome for DFIs to manage,
requiring oversight of processes in many different countries. The table below describes common
elements in the design of project-level grievance mechanisms: their design, institutional location,
processes, and treatment of claimants.

DFI-level grievance mechanisms allow for stakeholders to bring a claim to the central DFI body, or its
designated complaint mechanism, for consideration. These mechanisms can be simpler to manage for
DFls, as they only entail the creation and management of one body. However, they can be less
accessible for project-affected stakeholders, and may mean that some rulings take more time than they
would in project-level mechanisms.

Table 4-1, in Annex 4, shows the various policy elements that DFIs incorporate into their project-level
grievance mechanisms. A wide variety of arrangements exist, enabling DFIs to learn from these
examples in designing their own mechanisms.

All of the DFIs listed in Table 4-1 also have DFI-level grievance mechanisms, though their design is
too varied to display in table form. In addition to these DFIs, several other major multilateral and
national development banks have these mechanisms, including the IADB, CAF, and Brazil’s National
Bank for Economic and Social Development (BNDES).

Incorporating Gender

39



e 285 CCICED SPECIAL POLICY STUDY REPORT

CCICE|

e

Regardless of the venue used, international DFIs have learned the importance of ensuring that
accountability mechanisms are accessible for women. In many rural, poor settings, women’s property
rights are limited, such that ownership is recorded through their fathers, husbands, or sons. In these
contexts, national justice systems may not recognize their standing to bring a complaint through local
courts, as they may not be able to demonstrate a loss to the value of their property. However, if their
concerns are not heard, gender-based biodiversity risks may be unheeded and worsen. Both the ADB
and the World Bank have recommended that their projects ensure accessibility for women to their
accountability mechanisms, regardless of property (ADB, 2016; World Bank 2009). This stage
completes the upstream-to-downstream inclusion of gender considerations in biodiversity finance, to
ensure that women are not disproportionately impacted in ways that can limit their ability to act as
biodiversity stewards at the local level. Table 4-2 collects best practices from international DFIs on
incorporating gender throughout the entire project cycle. It is not intended to be a comprehensive list
but rather a collection of common best practices as recorded by research and evaluation staff at DFIs
worldwide.

Table 4-2. Best Practices in Incorporating Gender into Biodiversity Finance

Project stage Best practices
Upstream: In planning for expected local biodiversity losses and changes to community access to
planning local ecosystems, disaggregate the expected impact on local livelihoods by gender.

Ensure that women are not disproportionately hurt by greater difficulty in carrying out
traditional gathering roles. This practice is particularly effective in contexts where
women and men have different traditional work roles.

In arranging stakeholder engagement processes, ensure that women can participate fully.
This practice helps planners understand the potentially different ways that a project may
impact men and women differently. In contexts where women do not traditionally
participate in mixed-gender public discussions, consider designing women-only
engagement spaces.

Midstream: In projects where communities receive monetary compensation for a loss of access to
implementation | local ecosystems, ensure that the financial compensation is distributed in such a way that
it does not worsen women’s well being. This practice is particularly relevant in contexts
where women traditionally control resources they gather from local ecosystems but men
control financial resources.

Downstream: Account for changes in men’s and women’s use of time as well as financial resources. In
monitoring and | contexts where women serve as local stewards of crop biodiversity through the
accountability | cultivation of heirloom crop varieties in household or village gardens, this practice can
ensure that biodiversity does not suffer. Garden crop biodiversity can be key to the
resilience of local food systems during extreme weather events or economic turmoil.

Ensure that accountability and grievance mechanisms are fully accessible to women.
This practice is particularly important in contexts where women lack equal property
rights, have limited access to local judicial systems, or do not traditionally participate in
mixed-gender public discussions. Women’s participation in accountability mechanisms
can allow project overseers and sponsors to monitor impacts on women’s traditional role
of crop biodiversity caretaker.

As part of the post-project evaluation, develop a “tip sheet” for incorporating gender into
future project planning in this particular context. This running collection of wisdom will
help ensure that future development projects in this cultural context will be able to fully
incorporate lessons learned through this project.
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4.3 Areas of Convergence and Divergence between China and International Peers

Project governance structures entail both administrative and enforcement mechanisms, both within
China and internationally. Domestically, administrative measures entail collaboration among
ministries and other government bodies, while enforcement is the purview of the judicial system.
Internationally, China’s peers collaborate in similar ways by harmonizing standards and expectations
among actors internationally. International enforcement and grievance mechanisms serve similar
functions to domestic courts, in a way that enables participation from all parties and prioritizes dispute
resolution.

Administratively, China’s biodiversity-related governance is led by the MEE. In addition, the State
Council has formed the National Committee for Biodiversity Conservation to oversee biodiversity
actions at the national level, including representation from 23 line ministries and institutions including
MEE. Such institutional arrangements have incorporated biodiversity into socio-economic
development and sectoral management routines, substantially boosting biodiversity mainstreaming in
China. Beyond the national level, provinces, municipalities, and autonomous regions have upgraded
their environmental protection agencies to departments, building a nationally harmonized network.

The Chinese judicial system is the primary venue for policy implementation and enforcement, as is to
be expected in a domestic context. The Supreme People’s Court of China has established an
environmental resources division, with guidelines for special biodiversity-related investigations and
trials, for courts at all levels across ecosystems. These guidelines serve the goal of improving
environmental dispute resolution throughout China, in a unified manner.

Internationally, multilateral government bodies and development finance institutions have
incorporated biodiversity governance into project management in a broad spectrum of ways:
incorporating feedback from project stakeholders and independent experts; empowering project
managers to adapt to changing conditions; establishing institutional mechanisms for accountability
and handling grievances; and incorporating gender as a crucial aspect of consideration throughout the
project cycle, among others. Administrative mechanisms take the form of upstream planning,
incorporating compulsory standards, the mitigation hierarchy, and stakeholder participation measures.
As China’s international peers include both multilateral and national institutions, and governments as
well as financial institutions, harmonized environmental and social risk management approaches have
emerged to ensure well-calibrated expectations by all parties from the point of project initiation, to
protect collaborative relationships as well as ecosystems throughout the project cycle.

As the BRI continues to expand, harmonized expectations will continue to grow in importance as well.
The collaborative nature of the BRI allows for relevant Chinese ministries to take active roles in
setting standards, in partnership with peer government representatives from along the Belt and Road.

DFIs that are peers to China’s main lenders for BRI projects (the China Development Bank and
Export-Import Bank of China) have developed a wide array of monitoring and grievance mechanisms
to ensure that their administrative measures are effective. These measures are collaborative by
definition, and serve as dispute resolution fora for local communities, national host country
governments, and implementing contractors. Like domestic courts, they reinforce public trust in the
governance institutions involved. The BRI could benefit strongly from the design and incorporation of
a similar environmental dispute resolution mechanism, with a particular focus on biodiversity
concerns.
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5. POLICY RECOMMENDATION: CONSTRUCTION ROADMAP OF GREEN
BELT AND ROAD

This SPS has described the progress that has been made within China and among China’s peers in
balancing the benefits of investment with the risks to communities and the ecosystems that support
them. Given the speed and scope of this institutional progress, it is crucial to harness all of the lessons
possible for additional growth, in order to ensure that the BRI fulfills its potential to support
sustainable development globally. Built on the results of the first phase of SPS on Green Belt and
Road and 2030 Agenda for Sustainable Development, this phase of SPS further improves the roadmap
for building a green BRI and proposes policy recommendations for aligning BRI and SDG 15.

5.1 Roadmap for Building a Green BRI

5.1.1 Taking the green Belt and Road Initiative as an important practice of realizing Sustainable
Development Goals and facilitating global environment governance reform

It is important to set green development as the fundamental principles of building the Belt and
Road. China has the opportunity to integrate green development and ecological civilization through
the “five connectivities” in building the Belt and Road, facilitate the construction of green
infrastructure, green investment and green finance, and build the Belt and Road into one route towards
green and sustainable development so as to establish a community with shared future for mankind on
the basis of green development.

China should augment cooperation in the domain of environmental protection on international
multilateral platforms for BRI. Specifically, it is necessary to incorporate the Thematic Forum on
Green Silk Road as a fixed thematic forum within the schedule of the Belt and Road Forum for
International Cooperation (BRF). It is necessary to bring into full play the role of the BRI
International Green Development Coalition and the Belt and Road Sustainable Cities Alliance in
serving as the international platforms for jointly developing the Green Silk Road, facilitating the
realization of SDGs, and improving global environmental governance system. Efforts are
recommended to disseminate the concepts and practice of green development in BRI participating
countries via champion countries, pilot cities, and demo projects. In addition, China should make
good use of BRI’s strengths in the five connectivities to jointly facilitate the implementation of
policies on ecological and environmental protection, biodiversity conservation, climate change
mitigation and adaptation etc. to bolster support for existing international conventions such as CBD,
the Convention on International Trade in Endangered Species of Wild Fauna and Flora (CITES),
UNFCCC, etc.

5.1.2 Establishing the mechanism for linking Green BRI with the 2030 Agenda for Sustainable
Development

Given that a green BRI is a crucial tool in realizing the 2030 Agenda for Sustainable Development
and in particular promoting international biodiversity conservation, this SPS recommends the
following steps to strategically align planning with biodiversity goals:

Enhance policy design. This report recommends that China incorporate the implementation of the

2030 Agenda for Sustainable Development (SDGs) as an important task into building a green Belt and
Road. When signing MOUs on jointly building the Belt and Road with relevant countries and
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international organizations, China needs to include jointly building a green Belt and Road and
expediting the alignment of BRI and the 2030 Agenda as an important part of these MOUSs.

Establish a mechanism for implementation. This report recommends setting up working
groups/expert teams with partners based on the situations in different countries and jointly draft
strategies for building a Green Silk Road together, identifying the priority areas for cooperation in
both the short and long terms and fostering sound linkages between different national plans based on
the practical needs of implementing SDGs in BRI participating countries.

Develop mechanisms for participation and feedback. A network should be built with government
guidance, business support and public participation, prioritizing the perfection of mechanisms on the
involvement of international organizations. Initiate the mechanism for whole-process participation,
covering negotiation, decision making and dynamic feedback, in order to make sure the successful
alignment of building green Belt and Road and implementing the 2030 Agenda for Sustainable
Development under open and transparent circumstances.

Establish professional mechanisms for cooperation for cities and localities along the Belt and
Road. Cities along the Belt and Road should be encouraged to consider their own industrial structure,
advantages, and development goals, and create a policy framework favorable for addressing issues of
common concern to explore opportunities for cooperation and guide private sector in participating
BRI cooperation.

5.1.3 Establishing and improving the mechanism for project management on green Belt and
Road

To incorporate the above-mentioned strategies into BRI project management, this SPS recommends
the following steps:

Establish a mechanism for risk evaluation and management of BRI projects. It is important to
strengthen communication and coordination between China and BRI participating countries and that
among different Chinese government agencies. China should establish science-based risk evaluation
and management mechanisms for their projects to respond to various risks, strictly follow the host
countries’ norms and standards in such procedures as project design, construction, operation,
procurement, and bidding. An encouraging environment should be created for BRI projects to apply
the principles, standards, and customary practices for environmental protection that are used by
international organizations and multilateral financial institutions, and strive to realize goals that are
made with high standards, beneficial for people’s livelihoods and sustainable. China needs to support
its financial institutions to incorporate the ecological and environmental impacts of projects as a key
factor in their project rating and risk rating systems, and put forward evaluation methods and
instruments on the environmental and social risks for BRI projects as an important metric for granting
govermental support, development financial support, and policy financial support. Practice in
commercial finance is encouraged to adopt similar standards.

Call for wide application of green finance instruments under the Belt and Road framework.
First, establishment of the Belt and Road Green Development Fund needs to be explored, with priority
given to projects in support of the development of ecological and environmental infrastructure,
capacity building and green industries in countries along the Belt and Road. Second, it is necessary to
establish guarantee agencies on green investment and financing under the BRI with the wide
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participation of different countries, in order to share risks and mobilize social capital in green domains.
Third, there is a need to establish the mechanism for environmental information disclosure, and
enhance the transparency of information based on the BRI Environmental Big Data Platform.

Speed up facilitation of trade in environmental products and services. Improve the opening level
of environmental products and services market, encourage enhanced import and export of
environmental products and services such as pollution prevention and treatment technologies and
services, and help foster green industrial development in BRI participating countries.

5.1.4 Jointly conducting green capacity building programs with BRI participating countries

With regard to public engagement, this SPS recommends that BRI project planners take the following
steps:

Enhance people-to-people bonds among BRI participating countries. The Green Silk Road
Envoys Program should be expanded into a flagship program on capacity building under the Belt and
Road framework, which aims to enhance ecological and environmental cooperation and
communications and share the ideas and practices of building an Ecological Civilization and green
development in China via such activities as capacity building workshops for environmental officials,
managers, and practitioners, consultation for policy development, etc.

Support and facilitate the exchange and cooperation of environmental organizations from
China and BRI participating countries. The first step is to clarify the leading and responsible
government department, and then guide/support environmental organizations to build up their own
cooperation networks. In addition, efforts are needed to perfect the mechanism for the involvement of
environmental social organizations and come up with a list of items on international communication
with the participation of environmental organizations.

Facilitate gender mainstreaming and augment women’s leadership roles. There is a necessity to
improve gender consciousness among policy makers and women communities and facilitate the
mainstreaming of gender consciousness in the process of policy formulation and project
implementation for building a green Belt and Road. This report recommends enhancing institutional
capacity building on gender mainstreaming in environmental protection related agencies, and explore
the possibility of establishing a cross-sectoral communication mechanism to facilitate gender
mainstreaming. With the help of the Green Silk Road Envoys Program, China could organize
thematic capacity building programs and seminars on improving women’s leadership roles in green
development upon inviting the participation of female officials, experts, scholars and youth in the
domain of environmental protection from BRI participating countries, and share methods and
experience in gender mainstreaming with BRI partners.

5.2 Policy Instruments for Aligning the BRI with SDG 15

Under the framework and in the spirit of the general roadmap for building a green BRI outlined above,
this SPS recommends the policy directions for aligning BRI, SDG 15, and CBD. The proposed policy
recommendations are built with full consideration of the main objective and approaches
internationally used for biodiversity conservation. The main objective is focusing on the establishment
and mainstreaming of global standards, which are primarily practiced through the establishment of
operational risk management strategies to protect institutional reputations and the cooperative
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relationships. The corresponding major approaches for operationalizing standards include: (1)
aligning institutional practices with international or national commitments, (2) using exclusionary lists
of categorically ineligible projects, (3) requiring projects to undergo biodiversity impact assessments,
(4) adopting a mitigation hierarchy to do no harm and if possible benefit local ecosystems, and (5)
incorporate local stakeholders.

Thus, it is recommended that China should actively align its efforts with the fulfillment of its
international and national commitments in the field and put forward initiatives or measures at CBD
COP 15. China should align the BRI with other biodiversity related international conventions that
China is a signatory to such as the Convention for the Protection of New Varieties of Plants, the
Convention Concerning the Protection of World Cultural and Natural Heritage, the Convention on
International Trade in Endangered Species of Wild Fauna and Flora, and Convention on Wetlands of
International Importance Especially as Waterfowl Habitat, and foster synergies with climate related
conventions such as UNFCCC. The following five policy directions are thus proposed:

First, improve assessment and classification-oriented management of BRI projects to align the
BRI with SDG 15 and the CBD. It is recommended to boost the development of the guidance on
assessment and classification of BRI projects, which should include clearly defined positive and
negative lists, in order to give adequate attention to the projects’ potentional impacts related to
environmental pollution, biodiverisity conservation, and climate change. China needs to provide green
solutions to the BRI participating countries. In December 2019, the BRIGC has launched a Joint
Research on Green Development Guidance for BRI Projects. As proposed by this joint research, the
assessment- and classification-oriented management should consider the various international and
national commitments of the host countries, and meet the host countries’ needs for economic growth
and environmental protection. Such management should guide and assist businesses to incorporate
environmental impact assessment (EIA), as well as biodiversity conservation and impact mitigation
measures at the stage of project design, so as to ensure that the BRI projects meet with provisions in
laws, regulations, and standards on environmental protection as well as those in industrial policies that
are recognized by the host countries.

Second, take ecological redlining as a key instrument to link the BRI and SDG 15. As the
practice of ecological redlining has yielded promising results in China, it is recognized by the
international community, with expectations, that the ecological redlining system is most closely
aligned with the use of mitigation hierarchy that is commonly used in biodiversity conservation at
global level. There are voices from international academic circle to highlight the contribution of land
use planning to the success of CBD COP 15 and UNFCCC COP 26, should land use planning be
integrated into climate and biodiversity strategies. It is thus suggested that ecological redlining should
be used as a critical tool for linking green BRI and SDG 15, by which China can support BRI
participating countries in developing their own land use strategies and plans that are specific to their
own conditions and in a similar spirit of ecological redlining.

Third, mainstream biodiversity screening as an integral part in environmental impact
assessment for BRI projects. It is vital to strengthen environmental and social risk management to
minimize risks to biodiversity. Efforts are needed to establish upstream strategic environmental
assessments of all BRI projects with strong biodiversity analyses as an integral component of the EIA.
The biodiversity analysis should fully examine the ecological and socio-economic conditions of the
project locality, gauge the direct, indirect and cumulative impacts of the project on wildlife habitats
and biodiversity, and consider how the project-affected stakeholders value biodiversity and wildlife
habitats. In keeping with the Green Credit Guidelines issued by the China Banking Regulatory
Commission (CBRC), environmental assessments should ensure that a proposed BRI project adheres
to the host country’s biodiversity standards, international conventions that China and the host country
are parties to, and the principles for harmonizing the BRI with sustainable development outlined by
the China Development Bank (UNDP-CDB, 2019). In the meantime, it is of great significance to
establish a proper stakeholder consultation mechanism for BRI projects, with the purpose to guarantee
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the effective stakeholder participation and consultation in terms of biodiversity assessment and
management.

Fourth, adopt a mitigation hierarchy for those projects identified as having significant
biodiversity risks as a result of strategic environmental assessment (SEA). The majority of
international financial institutions require biodiversity assessments tied to mitigation measures to
attain the overall goal of “no net loss” or even a “net gain” in biodiversity. Given such international
practice, drawing on its own experience with the ecological redlining, biodiversity offsets, ecological
restoration, and ecological compensation schemes, China is recommended to develop a standardized
biodiversity conservation hierarchy that should include four components of “avoidance”, “mitigation”,
“restoration”, and “compensation”. In the proposed hierarchy, “avoidance” refers to actions taken to
avoid creating impacts from the outset; “mitigation” refers to measures taken to reduce the duration,
intensity and/or extent of impacts that cannot be avoided in a feasible manner; “restoration” refers to
measures taken to rehabilitate the damaged ecosystems after the exposure to impacts; while
“compensation” refers to measures to compensate for the unavoidable impacts. The cooperative
measures to be taken depend upon the degree of risk identified in the assessments. Such an approach
should include ecological ‘red lines’ across the BRI as well as other exclusionary criteria based on
international agreements China and the host country is party to.

Fifth, establish a biodiversity conservation governance and financing structure for
implementing and monitoring progress towards aligning the BRI with SDG 15, and creating
synergies with efforts for SDG 13 of Climate Action. As a great number of biodiversity hotspots are
located in the developing world, it is difficult to depend on the design and execution of long-term
projects that can only generate economic returns after many years to provide necessary conversation
funds. There is thus emerging need to carry out bilateral and multilateral cooperation on biodiversity
financing. Over the past decade, biodiversity financing in China and the rest of the world has been
booming substantially; while rich experience has been accumulated in improving ecological
compensation schemes, transfer payments to ecological function areas, and subsidies for returning
farmland to forests program. Given that biodiversity conservation requires an enabling policy
environment, the MEE should be charged to work with the NDRC and other administrative bodies to
design biodiversity impacts mitigation strategies and to jointly design financing mechanisms for
mitigation, compensation, and restoration schemes in consultation with various stakeholders in the
Chinese government, host countries, and other affected parties and partners. Proper efforts should be
made to create synergies between climate actions and biodiversity conservation; and facilitate
effective linkage and alignment among different SGDs using Nature-based Solutions (NBS). It is
suggested that China should consider a step-by-step reduction of investments in carbon-intensive
industries such as coal-fired power plants and further strengthen inputs in green projects on
environmental protection and renewable energy. Furthermore, China should increase the proportion of
environmental aid in China’s ODA to BRI participating countries for biodiversity financing.
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Annex 1: Supporting Evidence for Chapter 1

Table Al-1 Geographic Distribution of Countries that have Signed BRI Memorandums of

Understanding

(18 countries)

Region BRI Countries

East Asia China, Mongolia

ASEAN countries | Singapore, Malaysia, Indonesia, Myanmar, Thailand, Laos, Cambodia, Viet
(10 countries) Nam, Brunei, Philippines

West Asia Iran, Iraq, Turkey, Syria, Jordan, Lebanon, Israel, Palestine, Saudi Arabia,

Yemen, Oman, UAE, Qatar, Kuwait, Bahrain, Greece, Cyprus, and Sinai
Peninsula of Egypt

(5 countries)

South Asia India, Pakistan, Bangladesh, Afghanistan, Sri Lanka, Maldives, Nepal, Bhutan
(8 countries)
Central Asia Kazakhstan, Uzbekistan, Turkmenistan, Tajikistan, Kyrgyzstan

Commonwealth of
Independent States
(7 countries)

Russia, Ukraine, Belarus, Georgia, Azerbaijan, Armenia, Moldova

Central and
Eastern Europe
(16 countries)

Poland, Lithuania, Estonia, Latvia, Czech Republic, Slovakia, Hungary,
Slovenia, Croatia, Bosnia and Herzegovina, Montenegro, Serbia, Albania,
Romania, Bulgaria, Macedonia

Western Europe
(7 countries)

Austria, Finland, France, Italy, Luxembourg, Malta, Portugal

(11 countries)

North Africa Algeria, Libya, Mauritania, Morocco, Tunisia
(5 countries
West Africa Cabo Verde, Cote d’Ivoire, The Gambia, Ghana Guinea, Liberia, Mali, Nigeria,

Senegal, Sierra Leone, Togo

Central and

Angola, Cameroon, Chad, Republic of Congo, Equatorial Guinea, Gabon,

(15 countries)

Southern Africa(8 | Namibia, South Africa
countries)
East Africa Burundi, Djibouti, Ethiopia, Kenya, Madagascar, Mozambique, Rwanda,

Seychelles, Somalia, South Sudan, Sudan, Tanzania, Uganda, Zambia,
Zimbabwe

(9 countries)

Latin America Bolivia, Chile, Costa Rica, Ecuador, El Salvador, Guyana, Panama, Peru,

(11 countries) Suriname, Uruguay, Venezuela

Caribbean Antigua and Barbuda, Barbados, Cuba, Dominica, Dominican Republic,

(8 countries) Grenada, Jamaica, Trinidad and Tobago

Oceania Fiji, Kiribati, Micronesia, New Zealand, Papua New Guinea, Samoa, Solomon

Islands, Tonga, Vanuatu

Note: Timor-Leste is currently in the process of ASEAN accession.
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Goal 15 | Goal Goal 15 | Goal
Region Country Implemen-| 15 Region Country Implemen- | 15
tation | Trend tation Trend
China - Bahrain
Ea_st Mongolia 2 Lebanon —
Asia —
Korea, Dem. Rep. — Qatar .
Singapore : West [Iran L
Indonesia L Asia  [Egypt -
Malaysia — Cyprus :
Cambodia L Greece 2
Vietnam 7 Jordan :
ASEAN Myanmar 1 Montenegro -I
LaoP.D.R. L Serbia 2
Philippines L Bosnia and Herz. -
Thailand o N. Macedonia 2
Timor-Leste . Croatia 2
Maldives . Albania 2
India _ L Central Sloveni.a 1
Afghanistan B . | ad  |Romania 1
South [Bhutan - Eastern [Slovakia 1
Asia  [Bangladesh 1 Europe | ngary 1
Sri Lanka 2 Lithuania 1
Pakistan L Estonia 1
Nepal - Czech Republic 1
Turkmenistan — Poland 1
Kazakhstan - Latvia 1
C;r;;al Uzbekistan N Bulgaria 1
Kyrgyzstan - Georgia —
Tajikistan = Armenia L
Iraq -IZ Comm. |Ukraine -
Kuwait . InSZp. Moldova N
United Arab Emir. . States [Russian. -
West Saudi Arabia - Azerbaijan -
i ST -l? Belarus 1
Israel L Luxembourg 2
'Yemen L Western [Malta .
Oman . Europe |Austria 7
Turkey -I? Portugal 2
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Table Al-2, continued: The state of BRI countries in implementing SDG 15

Goal 15 Goal Goal 15 Goal
Region Country Implemen- | 15 Region Country Implemen- | 15
tation Trend tation Trend
France 2 Senegal
Western i5injand 1 The Gambia
Europe
Italy 1 Ghana
: West o
Algeria Cote d'lvoire
g_ i — Africa _ -
Tunisia 2 Nigeria 2
North N auritania Guinea 2
Africa —
Morocco — Togo .
Libya . Uruguay L
Djibouti Ll Panama .
Madagascar — Chile 1l
Ethiopia — Guyana
Tanzania — Ecuador —
Kenya 1 Latin - E1'Salvador N
America i
Sudan 2 Costa Rica
Rwanda — Peru
East  INozambique - Suriname 7
Africa — —
Uganda 2 Bolivia 2
Zambia — \Venezuela 2
Burundi 1 Jamaica
Zimbabwe 2 Trin. & Tobago
Seychelles . Cuba
Somalia — ] Dominican Rep. 2
South Sudan 2 Caribbean Antigua & Barb.
South Africa 2 Barbados
/Angola — Dominica
Cameroon - Grenada .
Central —
and [Chad 1 Fiji 1l
Southern (Gabon 1 'Vanuatu .
Africa |Namibia 1 New Zealand i
Congo, Republic 1 P.N.G.
Equatorial Guinea . Oceania |Kiribati
Liberia — Micronesia
West [Cabo Verde . Samoa
Africa [Sierra Leone 1 Solomon Isl.
Mali - Tonga
Table A1-2, continued: Legend
Colors Trend Arrows
\ Goal Achievement 1 On track or Maintaining Achievement
Challenges Remain 7 Moderately Increasing
Significant Challenges - Stagnating
\ Major Challenges 1 Decreasing
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Annex 2: Supporting Evidence for Chapter 2

Table A2-1. Assessment of China’s progress in implementing SDG 15
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SDG15

Main work undertaken by China
to achieve SDGs

Indicators

Overall
assessments
and trends

15.1 By 2020, ensure
the conservation,
restoration and
sustainable use of
terrestrial and inland
freshwater ecosystems
and their services, in
particular forests,
wetlands, mountains
and drylands, in line
with obligations under
international
agreements

Safeguarding the ecological water
level of important wetlands and
estuaries, protecting and restoring
wetland and river and lake
ecosystems, establishing systems of
wetland protection and degraded
wetland protection and restoration,
and promoting the rational use of
wetlands; promoting the
development of the legal system of
terrestrial nature reserves and
improving the level of protection
and utilization of natural resources
such as forests; and conducting
river and lake health assessments to
protect aquatic ecosystems.

National-level
protected areas for
aquatic germplasm
resources

Number of wetland
parks

Percentage of surface
water bodies with
good quality meeting
Classes I-111
standards

15.2 By 2020, promote
the implementation of
sustainable
management of all
types of forests, halt
deforestation, restore
degraded forests and
substantially increase
afforestation and
reforestation globally

Carrying out large-scale land
greening, strengthening the
implementation of key afforestation
projects, improving the natural
forest protection system,
comprehensively stopping
commercial forest logging, and
protecting and cultivating forest
ecosystems; improving the policy
of returning farmlands to forests
and grasslands, and exploring the
establishment of mechanisms for
government-sponsored social
services to carry out afforestation
and forest protection.

Total forest stock

Area of natural
forests

153 By 2030,
combat desertification,
restore degraded land
and soil, including land
affected by
desertification, drought
and floods, and strive
to achieve a land
degradation-neutral
world

Participating in demonstration
projects aiming at land degradation
neutrality goal under the United
Nations Convention to Combat
Desertification; promoting the
comprehensive control of
desertification, rocky
desertification and soil erosion,
preventing land degradation,
continuously expanding the scope
of desertification land management,
and strengthening the ecological
protection and construction of
desert areas.

Forest stock in key
ecological project
areas

Grassland vegetation
cover rate in key
ecological project
areas

Area of desertified
land

15.4 By 2030, ensure
the conservation of

Comprehensively improving the
stability of mountain ecosystems

Number and area of
forest parks
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mountain ecosystems,
including their
biodiversity, in order to
enhance their capacity
to provide benefits that
are essential for

and ecological service functions
and building an ecological security
barrier; constructing national forest
germplasm resource banks and
establishing a system of
standardized germplasm resource

Total timber standing
stock

Area of natural
forests

National investments

sustainable conservation; scientifically in ecological
development optimizing the forest park conservation
management system and promoting
the sharing and utilization of forest
diversity resources.
15.5  Take urgent Implementing major projects for Red List Index .

and significant action
to reduce the
degradation of natural
habitats, halt the loss of
biodiversity and, by
2020, protect and
prevent the extinction
of threatened species

biodiversity conservation;
strengthening the construction and
management of nature reserves,
and increasing the protection of
typical ecosystems, species, genes
and landscape diversity; increasing
the investment in ecosystem
protection and restoration and
carrying out large-scale survey of
baselines for species resources in
the country; and establishing a
national biodiversity observation
network.

Living Planet Index

15.6  Promote fair
and equitable sharing
of the benefits arising
from the utilization of
genetic resources and
promote appropriate
access to such
resources, as
internationally agreed

Gradually establishing and
improving laws and regulations on
the protection and benefit sharing
of genetic resources and promoting
the proper access to genetic
resources and the fair and equitable
sharing and utilization; increasing
funding for the conservation of
biological genetic resources and
participating in international
cooperation in access to and use of
genetic resources.

Indicators related to
access to genetic
resources and
benefit-sharing

15.7 Take urgent action
to end poaching and
trafficking of protected
species of flora and
fauna and address both
demand and supply of
illegal wildlife
products

Seriously implementing the Wild
Animal Protection Law and
speeding up the improvement of
the National List of Key Protected
Wild Animals; optimizing the
national wildlife protection
network, strengthening the import
and export management of wild
animals and plants, and cracking
down on illegal trade in wild
animal and plant products such as
ivory; restoring and expanding the
habitats of endangered wildlife and
promoting international
cooperation in wildlife
conservation.
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15.8 By 2020,
introduce measures to
prevent the
introduction and
significantly reduce the
impact of invasive
alien species on land
and water ecosystems
and control or eradicate
the priority species

Actively participating in
international conventions related to
the prevention and control of
invasive alien species; improving
the list of IAS and related risk
assessments

Number of newly
discovered IAS every
decade

Batches and number
of species of harmful
pests intercepted at
ports

Number of IAS risk
assessment standards
released.

15.9 By 2020,
integrate ecosystem
and biodiversity values
into national and local
planning, development
processes, poverty
reduction strategies and
accounts

Requiring governments of all levels
to undertake ecological
conservation and biodiversity
conservation taking into account
their local circumstances, and to
incorporate biodiversity into their
long-term and medium term
development planning.

Number of sectoral
policies related to
conservation and
sustainable use of
biodiversity

15.a  Mobilize and
significantly increase
financial resources
from all sources to
conserve and
sustainably use
biodiversity and
ecosystems

Strengthening coordination and
increasing funds needed for
infrastructure and capacity building

National investments
in ecological
conservation

15b  Mobilize
significant resources
from all sources and at
all levels to finance
sustainable forest
management and
provide adequate
incentives to
developing countries to
advance such
management, including
for conservation and

Promoting diversified resource
mobilization strategies, guiding
enterprises and the public to
participate more deeply, and
forming a long-term financial
mechanism for forest management;
helping other developing countries
to carry out technical training under
the framework of South-South
cooperation to improve the rate of
utilization of forest resources and
the level of forest management; and

Ecological
compensation for
forest ecological
benefits

reforestation guiding Chinese companies to carry
out sustainable forest management
and business operation abroad.
15.c  Enhance global | Strengthening the review of trade Number of illegally o o
support for efforts to in species restricted by the smuggled or
combat poaching and international trade conventions in trafficked protected

trafficking of protected
species, including by
increasing the capacity
of local communities to
pursue sustainable
livelihood
opportunities

which China participates, and
strictly managing the certification
under the Convention on
International Trade in Endangered
Species of Wild Fauna and Flora;
carrying out special actions to curb
the criminal momentum of
poaching and illegal trade of wild
animals; and encouraging and
guiding the development of wild

species intercepted or
detected
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| plant artificial cultivation industry. |

@ status improving
o o o N0 adequate data

Diversity. 2018

@ status worsening;
/' no indicators available for assessment
Note: China’s Sixth National Report on Implementation of the Convention on Biological

Table A2-4: Operational Requirements for Biodiversity Safeguards Applied by DFIs to Clients

ADB

AfD
B

AlIB

BND
ES

CA
F

EBR
D

EIB

IADB

IF

KF
\Y

WB

Screen and categorize projects
for level of impact and risk to
biodiversity

X

X

X

X

X

X

X

X

C
X

X

X

IAssess baseline conditions

Assess direct, Indirect,
cumulative and Induced impacts
and risks to biological resources

it

it

it

it

it

it

it

it

el

Consider trans-boundary Impacts

Socio-economic impacts of
modifications to biodiversity

Use of strategic environmental
assessment

Apply the precautionary
approach or principle

Examine alternatives to project
design technology and
components

] I ] I B

] I ] I B

] I ] I B

] I ] I B

] I ] I B

Explicitly incorporate costs of
environmental mitigation
measures into environmental
assessment

Apply mitigation hierarchy

Explicit adherence to national
law and host country
international commitments

Option to use country and/or
client systems in lieu of DFI
safeguards

Engage independent experts and
advisory panels

Carry out stakeholder
consultation during
environmental assessment and
project implementation

Require client to disclose
environmental assessments and

management plans
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Table A2-4, continued: Operational Requirements for Biodiversity Safeguards Applied by DFIs
to Clients

ADB|AFD | AIIB |BNDE|CAF| EBR |EIB|IADB |[FCKFW|WB
B S D
Prepare Biodiversity Management X X
or action plans
Enhance Biodiversity X X X X | X
Use adaptive management X
procedures to address unanticipated
impacts
Criteria for Projects in/affecting X X X X | X
Critical Habitat
Criteria for Projects in/affecting X X X X | X X
legally protected and internationally
recognized areas
Criteria for Projects in/affecting X X X X | X
natural habitat
Criteria for Projects in/affecting X X
modified habitat
[Use of Offsets X X

< X
>~
=

=
=
>~
=

>~
>
>

Management of Ecosystem Services
Sustainable management of natural | X
Living and renewable resources
Control of Invasive Alien Species X

|

o I Foo ] e I
] BT o B ] I B
o I Fo ] e B B

o] I B o B

Genetically Engineered Organisms
Environmental Flows

Forest Management

Marine Environment

Protection of Indigenous Knowledge
and commercial activities

Supply Chain Management

Impact of Climate Change on
Biodiversity

List of Categorically Ineligible X
Projects
Source: Web pages, official policies, and interviews with individuals at listed international
institutions.
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=
eltaile

X
X | X
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Annex 3: Evidence from Chapter 3

Detailed descriptions of conservation finance initiatives in China

Increasing transfer payments to ecological function areas. Since 2018 when the central government
established the transfer payment system for key national ecological function areas, China has been
intensifying the efforts to protect those areas. In 2018, the state made a transfer payment of 72.1
billion yuan to key national ecological function areas, 9.4 billion more than it did the previous year,
registering an increase of 15%. Meanwhile, China has kept expanding the scope of key national
ecological function areas. Once included in the scope, the area will receive financial and policy
support as long as it strictly implements the negative list system for industrial access. According to
relevant regulations, a region counted as a key national ecological function area needs to strengthen
ecological protection and restoration, regulate the boundaries of industrialization and urbanization,
and enhance the supply capacity of eco-products.

Strengthening fiscal support from the central government to forestry ecological protection. On July
27, 2018, the Ministry of Finance and the State Administration of Forestry and Grassland jointly
issued the Management Measures for Forestry Ecological Protection and Recovery Funds, aiming at
regulating the management of Forestry Ecological Protection and Recovery Funds, coordinating the
integrated use of such funds, improving the efficiency of utilization and facilitating forestry ecological
protection and recovery. According to the Measures, Forestry Ecological Protection and Recovery
Funds refer to special transfer payment funds in the central budget for the social insurance and social
expenditure of Natural Forest Protection Project (hereinafter referred to as “NFPP”), the cessation of
commercial clear-cutting of natural forest, improving relevant policies on returning farmland to
forestry and initiating a new round of returning farmland to forestry and grassland. In 2018, a total of
41.604 billion yuan was allocated to several provinces, of which Heilongjiang received the most,
8.595 hillion. The Measures has clearly stated that the funds are allocated based on the factor method.
The standard of cash subsidy for returning farmland to forestry is as follows: for the Yangtze River
Basin and southern areas, 125 yuan per mu each year; for the Yellow River Basin and northern areas,
90 yuan per mu each year. Those returned eco-forests will be subsidized for 8 years, and those
returned economic forests for 5 years. As for the new round of returning farmland to forestry and
grassland, the returned forests will receive a cash subsidy of 1200 yuan per mu, paid at 3 intervals
within 5 years, with 500 yuan in the first year, 300 yuan in the second year, and 400 in the third year;
the returned grasslands will receive a cash subsidy of 850 yuan, paid at 2 intervals within 3 years,
with 450 yuan in the first year and 400 yuan in the second.

Strengthen fiscal support from the central government to ecological protection and restoration of
wetlands. From 2013 to 2016, the central government allocated 5 billion yuan to protect wetlands in
China, and continued to provide support through the Funds for Reform and Development of Forestry
afterwards. The measures taken include: First, supporting the protection and restoration of wetlands.
For wetlands of international/national importance, national wetland parks at important ecological
locations, and national wetland nature reserves at or above the provincial level managed by the
forestry system, efforts will be made to protect and restore the wetlands, improve the current
ecological status, and maintain the health of the local eco-system. Second, supporting returning
farmland to wetland. It is encouraged to return farmlands to wetlands within the wetlands of
international importance, national wetland nature reserves, and provincial nature reserves within
wetlands of national importance managed by the forestry system, so as to expand the area of wetlands
and improve the surrounding ecological status. Third, supporting the wetland ecological benefit
compensation. For important wetlands on the route of migratory birds managed by the forestry system,
their loss due to the protection of birds and other wild animals will be properly compensated. In so
doing, all parties are motivated to protect wetlands and maintain the wetlands’ ecosystem service
functions.
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Promote the grassland ecological protection subsidy incentive policy continuously. Since 2011 when
the state implemented the grassland ecological protection subsidy incentive policy in 8 major pastoral
areas in Inner Mongolia, Xinjiang, Tibet, Qinghai, Sichuan, Gansu, Ningxia and Yunnan and Xinjiang
Production and Construction Corps, and gave out a total of 13.6 billion yuan as subsidies, 36 pastoral
and agricultural pastoral regions in 5 non-major pastoral provinces including Heilongjiang have been
added to the scope, altogether covering 268 pastoral and mixed farming-pastoral counties. In recent
years, the state together with the General Bureau of Land Reclamation of Heilongjiang has
implemented the grassland subsidy incentive in 13 provinces including Shanxi and Hebei and
production and construction corps, achieving remarkable results in improving the grassland ecosystem,
the production of animal husbandry and the life of herders. In 2018, a new round of grassland
ecological protection subsidy incentive of 18.76 billion yuan was included in the central budget to
support the banned grazing area of 1.206 billion mu and the grass-animal balance area of 2.605 billion
mu, and award those regions with outstanding performance. The funds were utilized by local
governments in grassland management and the transformation and upgrading of the production mode.
Besides, the subsidies for banning grazing and incentive for grass-animal balance were required to be
given out based on the principle of “to clear targets in a reasonable amount accurately”, making sure
each target could get their share in time. The distribution of the funds is publicized at the village-level,
accepting surveillance by the masses. In addition to supporting the implementation of subsidies for
banning grazing and incentives for grass-animal balance, the performance appraisal also requires no
less than 70% of the funds should be used in protecting the grassland ecosystem and developing
grass-based livestock husbandry, that relevant trails should be conducted in accordance with local
realities, and that support to new agricultural operators should be enhanced concerning the
development of modern grass-based livestock husbandry.

Launching pilot programs on the unified confirmation and registration of natural resources. The
confirmation and registration of natural resources is important to promoting the reform of the property
right mechanism of natural resource assets, which, is a key part of China’s ecological civilization
construction. On July 6, 2018, an evaluation and acceptance meeting for the pilot programs
concerning the unified confirmation and registration of natural resources was held in Beijing by seven
ministries and commissions, including the Ministry of Natural Resources. At the meeting, pilot
programs of several provinces, municipalities and autonomous regions passed the acceptance,
indicating that much progress has been made in the field of confirmation and registration of natural
resources after over one year’s hard work. By the end of October in 2018, 1191 natural resource
registration units have been established in 12 provinces and 32 pilot areas, and the total registered area
has reached 186,727 km?. Besides, the state also focused on exploring the confirmation and
registration of national parks, wetlands, water flows, proven reserves of mineral resources. On the
basis of real estate registration, with the core mission being making a clear distinction between
national ownership and collective ownership, between national ownership and governments at
different levels assuming ownership, between different collective owners, and between different types
of natural resources, and bearing in mind the goal of adopting a holistic approach to conserving our
mountains, rivers, forests, farmlands, lakes and grasslands, local governments completed the work on
investigating resource ownership, establishing registration units, confirming and registering,
constructing databases, etc., resulting an effective set of workflow, technical methods and
specifications. Starting from the end of 2018, the confirmation and registration of natural resources in
key areas has been implemented nationwide step by step. It is planned that within 5 years, the unified
confirmation and registration of natural resources in nature reserves will completed, such as national
and provincial key parks, natural reserves and various natural parks (scenic spots, wetland parks,
natural heritage, geoparks, etc.). At the same time, the unified confirmation and registration of
individual natural resources with complete ecological functions owned by the public will be
conducted, such as major rivers and lakes, key wetlands, key national forests, important grasslands,
etc.
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Annex 4: Evidence from Chapter 4

4.1 China’s Policy Implementation for Biodiversity Conservation

In regard of biodiversity conservation policies, we’ve already had relevant legislation, technological
innovation and international mechanisms in China. A preliminary legal framework for biodiversity
conservation has been established, and technological innovation and international collaboration are
making continuous progress.

The most important elements include:

e The Constitution, which establishes the fundamental law of the state

e National laws and regulations, including the Marine Environment Protection Law, Water Law,
Water Pollution Prevention and Control Law, Water and Soil Conservation Law, Fishery Law,
Forest Law, Grassland Law, Wild Animal Conservation Law, Regulations on Wild Plants
Protection, Regulations on the Protection of Terrestrial Wild Animals, Regulations on the
Protection of New Varieties of Plants, Regulations on Nature Reserves, and Regulations on
the Administration of Scenic and Historic Area

e Nine provinces have established regulations, including Regulations on the Protection of
Wetlands in Heilongjiang Province, Regulations on the Protection of Wetlands in Gansu
Province, and Regulations on the Protection of Wetlands in Poyang Lake in Jiangxi Province

o International conventions, including the Convention on Biological Diversity, Convention on
Wetlands of International Importance Especially as Waterfowl Habitat, Convention on
International Trade in Endangered Species of Wild Fauna and Flora, Convention Concerning
the Protection of the World Cultural and Natural Heritage, Declaration of the United Nations
Conference on the Human FEnvironment, and Rio Declaration on Environment and
Development

e Judicial measures established through the Supreme People’s Court of China, which has
organized a division for environmental resources and issued guidelines for biodiversity-
related cases.

e Government-sponsored survey, research, and monitoring of biodiversity, producing species
catalogs such as the Flora of China, Fauna of China, Cryptogamia of China, China Red Data
Book of Endangered Animals, and others.

e Public awareness campaigns, both domestically and internationally.

4.2 Elements of China’s Governance Framework for Conservation

In China, we have the Constitution, the fundamental law of the state, the Environmental Protection
Law of the People’s Republic of China, the basis of the environmental law system, and a set of
separate laws and administrative regulations on biodiversity conservation issued on the spirit of the
above laws, such as the Marine Environment Protection Law, Water Law, Water Pollution Prevention
and Control Law, Water and Soil Conservation Law, Fishery Law, Forest Law, Grassland Law, Wild
Animal Conservation Law, Regulations on Wild Plants Protection, Regulations on the Protection of
Terrestrial Wild Animals, Regulations on the Protection of New Varieties of Plants, Regulations on
Nature Reserves, and Regulations on the Administration of Scenic and Historic Areas. Besides, we
also have local regulations on biodiversity conservation, for instance, the Regulations on the
Protection of Wild Aquatic Animals, the Aquatic Resources Breeding Protection Regulations, Law on
the Exclusive Economic Zone and the Continental Shelf, and the Regulations on the Protection of
Fishery Resources Breeding of Bohai. Administrative regulations on biodiversity conservation in
wetlands include the Ramsar Convention, Convention on Biological Diversity, etc.

In terms of local legislation, 9 provinces have established relevant regulations, including the
Regulations on the Protection of Wetlands in Heilongjiang Province, Regulations on the Protection of
Wetlands in Gansu Province, and Regulations on the Protection of Wetlands in Poyang Lake in
Jiangxi Province. In addition, a series of administrative laws and regulations have been issued,
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including regulations on nature reserves, regulations on the protection of wild plants, regulations on
the safety management of agricultural GMOs, regulations on the administration of the import and
export of endangered wild flora and fauna, regulations on the protection of wild medicine resources,
etc. Some provincial governments and relevant authorities in charge have also formulated
corresponding rules and regulations.

China has joined several international conventions related to biodiversity conservation, including the
Convention on Biological Diversity, Convention on Wetlands of International Importance Especially
as Waterfowl Habitat, Convention on International Trade in Endangered Species of Wild Fauna and
Flora, Convention Concerning the Protection of the World Cultural and Natural Heritage,
Declaration of the United Nations Conference on the Human Environment, and Rio Declaration on
Environment and Development. Laws concerning the management of introduced species include the
Law on the Entry and Exit Animal and Plant Quarantine, Animal Epidemic Prevention Law, Marine
Environment Protection Law, Regulations on the Prevention of Livestock Epidemics, etc. As for the
emerging safety issues concerning GMOs, the State Council has issued the Regulations on
Administration of Agricultural Genetically Modified Organisms Safety in 2001. The promulgation of
those laws and regulations has efficiently supervised and promoted the conservation of biodiversity in
China.

The Supreme People’s Court of China has set up a division for environmental resources and issued
guidelines on conducting specialized investigations and trials of biodiversity conservation-related
cases, so as to guide courts at all levels to classify cases based on different basins or eco-function
areas, unify judicial criteria, and improve the multiple-channel dispute settlement mechanism, thus
laying a solid foundation for enhancing the juridical protection of environmental resources including
biodiversity. Chinese courts give full play to the role of environmental public litigation, trying public
interest litigation cases concerning wetlands, forestry, endangered plants, migratory birds in
accordance with relevant laws. In the ancient Wucheng Town of Yongxiu County near Poyang Lake,
the first biodiversity judicial protection base has been established. Adhering to modern judicial
concepts such as strict law enforcement, safeguarding rights and interests, focusing on prevention and
restoration and encouraging public participation, the base aims to make the best of judicial services in
the process of advancing ecological civilization construction through circuit courts and legal publicity.

Basic surveys, scientific researches and monitoring of biodiversity have been conducted, and
technological innovation has been applied to promote the sustainable development of biodiversity.
Relevant departments have organized a series of national and regional surveys, researches and
monitoring on species and established corresponding databases, and have published several species
catalogues such as the Flora of China, Fauna of China, Cryptogamia of China, China Red Data Book
of Endangered Animals, etc. China has also drawn on international advanced experience and carried
out demonstration projects, strengthened researches on the evaluation and management system of
biological genetic resources, and tried to build a mechanism to communicate relevant traditional
knowledge and share benefits, thus coordinating the relationship among knowledge protection,
expansion and utilization.

China has raised public awareness to participate, and strengthened international cooperation and
exchanges. Publicity campaigns on biodiversity conservation in various forms have been launched,
and education in this regard has also been enhanced in the campus. Public monitoring and reporting
systems for biodiversity conservation have been established and improved. Partnerships on
biodiversity conservation have been built in order to give full play to the role of non-governmental
non-profit organizations and philanthropic organizations, and mobilize stakeholders both in and out of
China to promote the sustainable use of biodiversity resources. Moreover, China always sticks to its
commitment to those conventions, introduces advanced experience from abroad, and actively
participates in formulating relevant international rules.

4.3 Additional Major Institutions with Conservation Management Responsibilities in China
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The China Biodiversity Conservation and Green Development Foundation (CBCGDF) is a leading
nationwide non-profit public foundation and a social legal entity dedicated to biodiversity
conservation and green development. The mission of CBCGDF is to mobilize the whole society to
care about biodiversity conservation and support the cause of green development, protect strategic
resources of the state, promote sustainable economic and social development, promote the
construction of ecological civilization and achieve harmony between man and nature, thus building a
better home for mankind.

In 2010, the General Assembly of the United Nations declared 2011 — 2020 the United Nations
Decade on Biodiversity. The State Council established the National Committee for 2010 International
Year of Biodiversity, and held a meeting on which they passed the China Action Plan for 2010
International Year of Biodiversity and China National Biodiversity Conservation Strategy and Action
Plan (2011 — 2030). In the June of 2011, the State Council decided to change the name of the
Committee to “China National Committee for Biodiversity Conservation”, and it will continue to
coordinate the efforts to protect biodiversity and guide China’s action plan for the UN Decade on
Biodiversity.

In 1992, the Biodiversity Committee of the Chinese Academy of Sciences (BC-CAS) was established
to coordinate researches on biodiversity. Its responsibilities are as follows: to make biodiversity
research policies of CAS; to make a long-term guideline and work plan for CAS’s biodiversity
researches; to review the rules and regulations on observation and experiments, organizational
management mechanisms, and fund allocation plans; to inspect the utilization of funds and the
performance of work; to review academic exchanges and training programs; to make plans for
domestic and international collaborative researches. BC-CAS will strive to implement the sub-project
of “Biodiversity Research and Information Management”, an environmental technical assistance
project with loans from the World Bank. So far, 30+ databases have been established, 25 of which
contain over 140,000 records that can be accessed via Internet.

4.4 DFIs Governance Structures for Conservation

e European Bank for Reconstruction and Development (EBRD): Borrowers are tasked with
overseeing all management, monitoring, and reporting.

e International Finance Corporation (IFC): IFC works with private-sector borrowers, creating a
triangular oversight relationship: IFC, client, and client’s national government. Clients are
generally tasked with monitoring and reporting, except for situations where national
governments have domain over a natural resource or oversight responsibilities. In complex or
high-risk scenarios, clients will be required to use the services of outside experts.

e Asian Infrastructure Investment Bank (AlIB) and Development Bank of Latin America (CAF):
Borrowers are tasked with monitoring and reporting. The DFI may also carry out periodic site
visits and works with implementers to mitigate any harm that has been caused.

e KfW agrees to a monitoring and reporting plan with the borrower or client, who is then
empowered to manage that plan.

e Asian Development Bank (ADB): Borrowers compile regular reports, while the ADB
maintains responsibility for due diligence in reviewing these reports. The ADB also carries
out periodic site visits and works with implementers to mitigate any harm that have been
caused.

e African Development Bank (AfDB): The AfDB will occasionally carry out independent
audits of projects with substantial risks to biodiversity, including the use of third-party
auditors. In cases where problems come to light, it designs action plans with measurable
outcomes in conjunction with the borrower, with the aim of strengthening local capacity to
monitor and manage projects and mitigate harm.

e Inter-American Development Bank (IADB) and World Bank (WB): These DFIs monitor
compliance and oversee reporting.
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Table A4-1 Commonalities Among DFI Guidelines for Project-Level Grievance Mechanisms

| AfDB | ADB | AIIB | EBRD | EIB | IFC | KfW | WB

Institutional Location

It should be independent and

monitored by a 3" party X

It may be internal or external, as the
DFI deems suitable

Resources

It should be scaled to the risks and
impacts of the project

It should be adequately budgeted and
staffed

Design and establishment

It should be designed in cooperation
with the borrower/client to ensure
legitimacy, accessibility,
predictability, and equitability

It should be established as early as
possible in the project development X
process

Process

It should address affected people’s
concerns promptly

It should use a clear and transparent
process

It should have a predictable process X X

It should be gender responsive or
sensitive

It should be culturally appropriate X X X X X

It should be free from manipulation,
coercion, or interference

It should have a publicly accessible
register of cases and outcomes

It should report regularly to the
public on its implementation
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Table A4-1, continued: Commonalities Among DFI Guidelines for Project-Level Grievance
Mechanisms

| AfDB | ADB | AIIB | EBRD | EIB | IFC | KfW | WB

Treatment of complainants
It should protect complainants from
RO .. X X X
intimidation/retaliation
It should allow complainants to be

. : X X
remain anonymous if requested
It should be free of cost to
stakeholders X X X
It should be readily accessible to all X X
segments of affected people
The client should inform X X X
stakeholders of its availability

Note: AfDB: African Development Bank; ADB: Asian Development Bank; AlIB: Asian
Infrastructure Investment Bank; EBRD: European Bank for Reconstruction and Development;
EIB: European Investment Bank; IFC: International Finance Corporation; KfW: German
development bank, originally Kreditanstalt fUr Wiederaufbau; WB: World Bank.
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