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Introduction

In 2010, Parties to the Convention on Biological Diversity (CBD) adopted The Strategic Plan for
Biodiversity 2011 — 2020 and the twenty Aichi Biodiversity Targets. Target 3 relates to the
elimination, phasing-out or reform of incentives, including subsidies, harmful to biodiversity and the
development and application of positive incentives for conservation and sustainable use of
biodiversity by 2020 (CBD, 2010). In 2014, Parties to the CBD adopted a timeline and milestones
for implementing Target 3 (UNEP/CBD/COP, 2014). According to this decision, by 2018 countries
should finalize policy plans that: identify harmful incentives; provide a prioritized list of measures
leading to their eventual elimination, phase-out, or reform; provide a prioritized list of measures
leading to the introduction/strengthening of positive incentives and set out associated timelines and
milestones for implementation.

The adoption of these commitments continues a stream of work on incentive measures and
biodiversity by the CBD and other actors over several years. It complements parallel discussions on
the wider issue of reforming environmentally harmful subsidies (EHS) where a number of
commitments to reform have been adopted. For example, at the international level APEC and the
G20 have adopted commitments on inefficient fossil fuel subsidies and the Rio+20 Outcome
Document reiterated commitments to address trade distorting subsidies and harmful subsidies in the
fisheries and fossil fuels sector (Oosterhuis and ten Brink (eds.), 2014). The Sustainable
Development Goals (SDGs) adopted in 2015 includes targets to eliminate subsidies which contribute
to overcapacity, overfishing, illegal, unreported and unregulated fishing (SDG14.6), rationalise
inefficient fossil-fuel subsidies that encourage wasteful consumption (SDG12c), mobilize and
significantly increase financial resources from all sources to conserve and sustainably use
biodiversity and ecosystems (SDG15a) and for sustainable forest management (SDG15b) among
others.

A first step in meeting the commitments under Aichi Biodiversity Target 3 is to identify existing
incentives which are harmful to biodiversity. Once such incentives have been identified there is a
need to prioritise those which are particularly detrimental and thus merit elimination, phase-out, or
reform. To support this process, the Institute for European Environmental Policy (IEEP) has
developed a subsidy reform screening toolkit which can help identify perverse incentives, understand
potential options for their reform and prioritize or focus reform efforts. This toolkit has been piloted
in the UK by the Department for Environment, Food and Rural Affairs (Defra) (ten Brink et al., 2012).
It builds on international tools for the identification and reform of EHS including the OECD checklist
(OECD, 2005) and integrated assessment framework (OECD, 2007); work on subsidies by the CBD
Secretariat et al. in the context of The Economics of Ecosystems and Biodiversity (TEEB) (Lehmann
et al., 2011), and studies on EHS by IEEP et al. for the European Commission (Valsecchi et al., 2009
and Withana et al., 2012).

This paper develops the subsidy reform screening toolkit to improve the integration of natural capital
(NC) and ecosystem services (ES). It builds in new insights on ecosystem services, synergies and
trade-offs linked to incentive measures and wider benefits of reform. The toolkit aims to support
countries in the process of identifying incentives harmful to biodiversity and inform the development
of policy plans for the elimination, phase-out or reform of such incentives. It thus seeks to provide a
useful and practical guide to policy-makers as they consider actions to respond to their commitments
to implement Aichi Biodiversity Target 3 by 2020.
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The toolkit and how to use it

The subsidy reform toolkit aims to provide a clear, accessible means to identify and assess
incentives, improve understanding of potential reform options and help prioritise reform efforts. The
toolkit is structured around a number of phases as illustrated in Figure 1. Each phase has a number
of steps. Guidance for each step is provided and practical examples integrated throughout. A traffic
light system helps visualize the outcome of each phase. In phases 0-2, the traffic lights focus on the
harmfulness of the incentive (i.e. a red light suggests ‘stop and consider reform’, an orange light that
there are issues worth checking, and a green light that there is ho major cause for concern). In
phases 3-4, the traffic lights focus on reform options (i.e. a green light means ‘go ahead with reform’;
an orange light suggests evaluating pros and cons of options; and a red light means ‘wait for a better

moment’).

Figure 1: Subsidy reform toolkit
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Source: Adapted from ten Brink et al. (2012) which builds on Valsecchi et al. (2009), as well as Lehmann et al. (2011).

The toolkit seeks to provide a broad framework applicable to a range of subsidies and incentives. It
can be tailored for more sector-specific assessments and to reflect country circumstances. The level
and depth of the assessment will depend on financial and human resources available. Given that
the incentives and their reform are likely to affect a number of sectors, areas and stakeholders, it is
important that the process is open, transparent and participatory adopting a whole-of-government’
approach (OECD, 2007) and engaging relevant stakeholders (e.g., industry, business associations,
trade unions, NGOs).
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Phase 0: Scoping sectors and activities

This Phase aims to identify whether there any particular activities or sectors that directly or indirectly
have an effect on NC and ES. This scoping exercise can help identify where there are risks or
potential problems and allow for a focused assessment on these in Phase 1. Note that one can start
directly with Phase 1 if the sectors and activities harmful to NC and ES are already known.

Step 1: Are there any particular activities or sectors that directly or
indirectly affect NC & ES?

The first step is to identify whether there are any activities or sectors (e.g., agriculture, construction,
energy production and distribution, fisheries, forestry, transport) that affect the priority environmental
issue (e.g., natural capital and ecosystem services). Once the damage, pressure or threat is
detected, it is possible to explore whether the sector or activity causing it is supported by a specific
subsidy or incentive (see Step 2 in Phase 1).

This step should be based on existing evidence and can draw on various sources such as national
indicator reports, environmental assessments and in due course environmental accounts. Where
biodiversity plays a key role, one can make use of The Economics of Ecosystems and Biodiversity
(TEEB) (www.teebweb.org), national assessments (e.g., as per the UK National Ecosystem
Assessment [NEA], 2011), and work around national biodiversity strategies and action plans
(NBSAPSs). An absence of evidence should not be taken as an indication that there is no impact on
the environment. If evidence is not identified, regular review is recommended to reflect changes to
the knowledge base, and if considered necessary undertake further research.

Box 1: Identifying impacts of key sectors and activities on NC & ES
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Synthesis of Phase 0

Table 1 can be used to summarize the assessment in this phase. Only one option should be chosen
(the others should be deleted as applicable). Use of a red light indicates there is a threat to the
environment that needs attention that should be explored further in the next stage of the toolkit.

Table 1: Synthesis of Phase 0: Screening of sectors and activities

g |-
(1)Can sectors/activities be

identified that affect NC & @

ES?

Yes, although relatively small affects

Yes, significant direct/indirect affects that merit
attention
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Phase 1: Screening subsidies and incentives

The aim of Phase 1 is to identify subsidies and incentives that are likely to have significant impacts
on NC & ES and should be further assessed. This screening process should include consideration
of explicit and implicit subsidies as well as positive subsidies. This phase should be based on readily
available, largely qualitative information, and is not intended to be time-consuming.

Step 2: Are there incentives related to these sectors/activities?

In this step, the analyst will need to establish whether there is a subsidy or incentive in place in the
identified sectors or activities. In practice, whether or not a particular policy, measure or instrument
should be considered a subsidy is not always self-evident (recall discussions in Chapter 3). The
counterfactual (the baseline or the ‘world-without-subsidy’) is a crucial element in this respect. The
choice of the counterfactual includes a number of elements such as considerations of distributional
equity and interpretations of policy principles such as the ‘polluter pays principle’. It is impossible to
provide ‘objective’ guidance on this choice, however transparency can be postulated as a basic
requirement, i.e. the analyst should explicitly describe the counterfactual scenario used. ‘Objective’
benchmarks, such as EU state aid guidelines and standard tax rates may be helpful in defining
counterfactuals. Measures that have been taken to mitigate or compensate certain unwanted effects
of the subsidy will probably not be part of the counterfactual.

Once a subsidy has been identified, some of its key characteristics should be described in order to
help clarify its design and understand its impacts, scale and potential for reform. Information on the
following should be collected:

e What is the size of the subsidy (or incentive)?

What is the point of impact of the subsidy — for example, beneficiary?

What is the ‘conditionality’ for the subsidy — that is, the criteria for eligibility to receive the subsidy?
What is the duration of the subsidy?

Does the subsidy provide for long-term structural impacts?

Box 2: Definitions of subsidies and incentives in the context of NC & ES

8 @OPERAS
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Step 3: Does the incentive lead to (potential) direct or indirect impacts
on NC & ES?

This is a key step of the analysis. In order to understand whether an incentive should be phased out
or reformed on environmental grounds, it is crucial to determine the significance of the impacts it
exerts on the environment (see Box 3). The nature and extent of the direct/indirect impacts of the
subsidy should be described on the basis of qualitative and where possible quantitative information
available. Where these impacts are negative, the analyst should proceed to Question 4 below.
Where the impacts of the subsidy are assessed to be positive (e.g., where the subsidy supports
energy efficiency improvements in households or the development of renewable energy sources),
the analyst should proceed to Questions 7 and 9 of the toolkit.

Box 3: Positive and negative impacts of incentives on NC & ES

@OPERAS 9
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Step 4: Are these potential impacts limited by existing ‘policy filters’?

Subsidies and incentives do not operate in isolation; rather, they are often provided as part of a wider
policy mix aimed at maintaining production or employment levels, for example, or addressing market
failures in a sector. Examples of policy filters in relation to fuel tax exemptions include fuel quality
standards, technology requirements, efficiency and emission standards for vehicles, and subsidies
for public transport. Policy filters relating to irrigation subsidies include subsidization of drip irrigation
technologies, provision of finance to modernization projects, and cross-compliance requirements of
the EU’s Common Agricultural Policy (CAP) (Valsecchi et al., 2009).

It is therefore important to consider whether there are other policies or measures in place that might
mitigate (or worsen) the impact of the incentive or subsidy in such a policy mix. The following issues
should be explored:

e Are there ‘policy filters’ that mitigate the environmental effects of the subsidy/incentive?

e What regulatory requirements are in place which create policy filters (e.g., emission limit values,
best available techniques (BAT) requirements)?

e What other subsidies/incentives are provided to the sector or activity?
Does the taxation regime counterbalance the impacts of the subsidy (i.e., act as a type of filter)?

10 @OPERAS
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Synthesis of Phase 1

Table 2 can be used to summarize the assessment in this phase. Only one option per question
should be chosen. Note that a small subsidy (i.e., orange light under Question 2) can lead to a big
impact (as seen with previous subsidies supporting fisheries bottom-trawling). The overall conclusion
as to whether a subsidy is harmful to the environment will depend on a combination of factors.

Table 2: Synthesis of Phase 1: Screening of subsidies and incentives

No

(2)Is there a subsidy/perverse

) . _
Incentive’ Yes, although relatively small

Yes, substantial subsidy in place

No or very limited impact (if a positive impact
proceed to Questions 7 and 9)

(3)Does the incentive lead to
potential direct/indirect
environmental impacts?

Some potential negative impacts

Significant potential negative impacts

Yes, so overall impact is limited

Some mitigation, but not sufficient to offset the

(4)Do existing ‘policy filters impact(s) of the subsidy

avoid/mitigate its impacts?

None in place or ineffective

No

Therefore, is there an
incentive/subsidy  that is
harmful to the environment?

Yes, although effect on the environment is limited

Yes

- EEIE - IS - e -

If the conclusion is that there is an incentive/subsidy that is harmful to the environment, then this can
be added to the inventory of EHS. Positive subsidies identified in Question 3 are also important as
insights into their design and implementation can help inform the development of more benign
solutions (Question 7) and reform options (Question 9).
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Phase 2. Assessing potential for reform

The aim of Phase 2 is to better understand whether a subsidy needs reform and how this can be
justified. This then creates the basis for identifying and assessing reform options in Phase 3.

Step 5: Does the incentive fulfil its objectives and are they still valid?

It is important to understand the original objectives of an incentive (economic, environmental, and/or
social), whether they have been achieved or not and whether they are still valid (see Box 4). The
timescale of the subsidy can be an important aspect of an objective. Many subsidies have no time
limit, thus there are subsidies/incentives that continue to be provided even though the economic or
political target has been achieved or is no longer relevant. Issues to explore in this step include:
e \What are the objectives of the subsidy?
e \Who are the intended recipients of the subsidy (i.e., input producer, intermediate consumer,
finished product consumer)?
Are the objectives still justified?

Has the subsidy been in place for a long time and/or does it lack a built-in review process?

Box 4: Ineffective incentives and unintended effects — Some examples from practice
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Step 6: Does the incentive have unintended social and/or economic
Impacts?

It is important to highlight the economic and social relevance of the subsidy and its potential
socioeconomic trade-offs (see Box 4). Pulling out these elements will help enhance the assessment
and the success of potential future reform processes. Issues to be explored in this step include:

e What are the unintended economic impacts of the subsidy?

e What are the unintended social impacts of the subsidy?

e Who are the winners and who are the losers?

Step 7. Are there more benign and/or effective alternatives to the
incentive?

This step aims to assess whether there are more environmentally benign and/or effective alternatives

available than those which are currently subsidised/incentivised, and whether these are hindered by

the existence of the incentive. This step is also valid for positive subsidies or incentives identified in

Step 3 of the assessment. If technologies, activities and products intended to replace the previously

subsidized ones have lower environmental impacts, the removal of the subsidy is likely to bring about

environmental benefits. It should be noted that this will usually require some judgement from the

analyst (Pieters, 2003). Issues to be explored in this step include:

e Are there alternative technologies, products, services or modes of production that could replace
those supported by the existing subsidy/incentive?

e How do the environmental impacts of these alternatives compare with those which are currently
subsidized?

e [sthe implementation of these alternatives hampered by the existing subsidy/incentive?

e What is the likelihood of these alternatives replacing previously subsidized ones (i.e., are they
sufficiently developed, easily available, market ready, affordable)?

Step 8: Are there calls/pressures for the reform or removal of the
incentive?

It is important to consider whether the socio-political environment is conducive to supporting
successful reform of the subsidy. Stakeholder influence (e.g., a lobby opposing reform) or public
calls for reform can affect the acceptability and public understanding of the need for reform. Note
that a call for reform by the public (individuals, NGOs, press) can also be an important indicator of
the need for reform (e.g., due to environmental harm or social injustice). Issues to be explored in this
step include:

e Are there existing calls for the subsidy’s reform?

e If so, can the reform be supported and potentially informed by civil society or other stakeholders
(e.g., NGOs, trade unions, industry associations)?

@ODERAS 13
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Synthesis of Phase 2

Table 3 can be used to summarize the assessment in this phase and identify whether a
subsidy/incentive is amenable to reform or removal. Only one option per question should be chosen
(the others should be deleted as applicable).

Table 3: Synthesis of Phase 2: Potential need for reform

No

(5)Does the incentive fulfil its
objectives and are these
objectives still valid?

Yes, although relatively small

Yes, substantial subsidy in place

No or very limited impact (if a positive impact
proceed to Questions 7 and 9)

(6)Does the incentive lead to
any unintended social
and/or economic issue?

Some potential negative impacts

Significant potential negative impacts

Yes, so overall impact is limited

(7)Are there more benign
and/or effective alternatives
that are hindered by the
incentive?

Some mitigation, but not sufficient to offset the
impact(s) of the subsidy

None in place or ineffective

No

(8)Are there pressures for the
incentive/subsidy to be
reformed or removed?

Yes, although effect on the environment is limited

Yes

There is no problem and/or no opportunities for

Therefore, should the incentive improvement (i.e., the incentive fulfils its objectives,

ol - SN - SN - - e

or subsidy be offers important social benefits; there are no
reformed/removed? alternatives and no calls for reform)
— =
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]

Reform is advisable, although it should be
approached with caution (e.g., where there are few
alternatives available [immediately] or where there
is little pressure for reform)

There is a significant problem and reform options
should be assessed with a view to identifying
promising reform initiatives

Where the conclusion is that there is an environmental problem, and that a subsidy/incentive
contributes to this problem then it should be included on the EHS inventory shortlist and subject to

a review of reform options.

A
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Phase 3: Identifying and assessing reform options

The aim of Phase 3 is to clarify available reform options and their implications (costs and benefits,
pros and cons, intended and unintended impacts). Options could include reforming the design of the
incentive (i.e., amount, recipients, timeframe, conditionality etc.), adopting alternative measures or
instruments, or eliminating the incentive (outright or a phased approach).

This can be seen as a process equivalent to a policy impact assessment. If available resources are
insufficient for a full impact assessment, a less detailed and likely more qualitative analysis should
be undertaken to compare different options and ensure that the chosen option does not result in
greater environmental impacts. Compensation measures should also be considered to mitigate
possible detrimental effects on society (e.g., distributional impacts) or the economy (e.g., reduced
competitiveness).

Step 9: Are there suitable reform option(s) and what are they?

It is important to understand whether subsidies/incentives (both positive and negative) are the best
and most cost-effective instrument to tackle the issue at stake, whether there are preferable
alternatives (e.g., regulatory instruments, quotas, taxes etc.) or whether it would be preferable to
phase out the subsidy completely. This step should explore the following issues:

e \What alternatives exist for meeting the objectives of the subsidy (provided they are still valid)?
o If the objective of the subsidy or incentive is no longer valid, could it be removed?

The number of reform options identified in this step, and their level of detail depends on the resources
available for the analysis. A thorough analysis will require the identification of a set of realistic policy
options for a detailed impact assessment, while a simpler approach could identify one or two options
to provide evidence on the feasibility of reform.

Box 5: Reforming harmful incentives on NC & ES — Some examples from practice
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Box 6: Positive incentives for NC & ES — Some examples from practice
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Step 10: What are the expected costs and benefits of the reform?

Reform options may lead to a range of additional environmental, social and economic costs, benefits
and trade-offs that should be explored to compare options and select those with higher net benefits
(Box 7). Key issues to explore in this step include:

e \What are the direct and indirect environmental impacts associated with each scenario?

What are the economic impacts associated with each scenario?

What are the social impacts associated with each scenario?

Are flanking measures necessary such as temporary compensatory payments or other
adjustments (see OECD, 1998)?

Box 7: Costs and benefits of reforming harmful incentives on NC & ES — Some examples from
practice

18 @OPERAS




Toolkit to identify and reform incentives harmful to biodiversity

Step 11: Are there obstacles to the reform/ removal of the incentive
and how can they be overcome?

It is important to consider the feasibility of reform to ensure subsidies for which removal/reform is
realistic are prioritised. The likelihood of success depends on the reform being practical and
enforceable, and to what extent there are factors hindering reform (see Box 8). Should a country or
regional administration be willing to reform a subsidy, it will need to assess whether it falls under
their formal competence. For example, international air transport treaties hinder a comprehensive
introduction of unilateral kerosene taxation by a single country, and European frameworks such as
the CAP and CFP determine the rules and conditions of subsidization at the EU level. Issues to
explore in this step include:

e How politically important and sensitive is the subsidy or incentive?

e Have there been attempts to reform the subsidy in the past? If yes, why did they fail or only partly
succeed?

Box 8: Obstacles to reforming harmful incentives on NC & ES
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Step 12: Is the reform understandable, practical and enforceable?

It is important to identify whether the proposed reform is understandable (for policy-makers and the
public), whether it is practical (i.e., feasible) and enforceable (i.e. implemented). These are key
considerations in the design of a reform strategy. The following issues should be explored:

Communication: It is important to make the reform ‘understandable’ to both policy-makers and
the public. Thus, the assessment should investigate how easy it is to communicate a reform or
removal of the subsidy, potential public or stakeholder objections (e.g., is it perceived as unfair
to some social groups or private interests?) and how easy or difficult it will be to address these
issues. In the implementation phase, policy-makers should take into account observations under
this step, to make sure the reform is communicated as clearly and transparently as possible.
Feasibility: A general understanding of the feasibility and practicality of reform/removal of the
incentive should include insights on the timeframe for reform (e.g., is it viable in the short term,
or will it require a longer timeline of gradual stepwise change?), whether it is conditional on
external factors (e.g., the financial recovery of a given economic sector), and its complexity (e.g.,
is it a simple case of removal, is it a phased process, does it require a complex set of
accompanying measures?).

Enforceability: Issues related to the enforceability of possible reform options should be
highlighted, including monitoring, fines and liabilities, and the need for a regular review/revision
process. Issues of capacity building and coordination across stakeholders, different government
departments and different levels of governance should also be stressed.

Box 9: Key elements of an EHS reform strategy
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Synthesis of Phase 3

Table 4 can be used to summarize the assessment in this phase and identify whether the subsidy
is amenable to reform or removal and whether the reform should be taken forward. Overall, several
green lights at this stage would suggest that there is a good case for reform and opportunities to
launch and implement the reform should be sought (Phase 4).

Table 4: Synthesis of Phase 3: reform scenarios

Yes (and what are they?)

(9) Are  there  suitable

reform option(s)? Partially

No

Benefits outweigh costs* (synthesis across different
costs and benefits, making use of monetary values
and most likely other indicators of cost and benefits)

(10) What are the expected and are overall equitable

costs and benefits of
reform?

Costs and benefits are of the same magnitude

I - e
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Costs outweigh benefits and/or there are important
equity concerns

(11) Are there obstacles to
or pressures for the
reform or removal of the
subsidy?

No or limited obstacles, suggesting reform is
possible

Some obstacles to reform, suggesting reform may
be encouraged but with caution

Obstacles to reform are significant (stop and
explore whether these can be addressed — if so the
light can change)

(22) Is the reform practical
and enforceable?

Yes (and explain how)

Partially

No (and explain how)

Therefore, can options for
reform or removal be identified,
and is reform recommended?

Yes, proceed with the reform initiative

Partially (e.g., additional measures needed)

BrEEE 8WEE

No, reform/removal of the incentive should not be
attempted at this stage, e.g., there is no suitable
reform option, and/or costs are too high compared
to benefits. However, this does not mean
abandoning the reform objective completely, but
rather develop conditions for success and plan for
subsequent reform

" Note this is not a strict cost—benefit analysis (CBA), but an overarching synthesis assessment that the benefits
(economic, social, and environmental) are greater than costs, reflecting concerns of equity and considerations

of acceptable trade-offs.

When it is concluded that a reform should be carried out, this should be done on the basis of a reform
roadmap. An assessment should also be made as to when the most constructive timing for reform
would be. If reform is only partially appropriate, then further efforts are needed to assess reform
options before reconsidering. When the current context makes it inappropriate to reform the subsidy
in the immediate future, then the conclusion is not to drop consideration of the EHS completely, but
to clarify under what conditions it would be worthwhile to revisit the case (e.g., if new technologies
become available that would allow cost-effective reform, or if obstacles to reform disappear such as

through elections, etc.).
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Phase 4. Identifying opportunities for action

The aim of Phase 4 is to understand the underlining policy and political readiness for reform, assess
the timeliness of reform and whether it should be prioritized and pursued, thus clarifying which
incentives merit political attention.

Step 13: Is there a window of opportunity for reform?

To ascertain the timeliness and likelihood of the success of a reform programme, it is important to
understand whether windows of opportunities for action exist, either at national, local or EU level
(see Box 10). For example, the 2007-2008 financial and economic crisis presented an opportunity
for governments to revise their budgets and increase revenues. The removal of EHS has the
potential to create revenues while reducing environmental impacts, create opportunities to increase
social equity and potentially support job creation and technological innovation. Such opportunities
should be briefly listed and taken into account when communicating reasons for reform.

Box 10: Current and emerging windows of opportunity for reform
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Step 14: Is there a potential champion for reform?

For reform to be successful, strong leadership and a broad coalition of support are needed. A strong
political advocate or ‘champion’ (e.g., a dedicated civil servant) of reform will aid the communication
of a clear message and support the development of measures to limit or compensate negative effects
(IEEP et al., 2007). For example, this can be a particular government department or a politician
willing to push for a certain reform (e.g., because the subsidy is deemed particularly damaging or
expensive, or as part of a wider political manifesto), or a group of stakeholders concerned by the
impacts of a particular incentive (e.g., consumer associations), or a specific local/regional
administration particularly hit by a subsidy (e.g., a region affected by water scarcity may be keen to
reform irrigation subsidies). It is also important to consider forming coalitions between different
interest groups (e.g. environmental and economic actors) who support the same desired outcome
even though their motivations may be driven by different concerns as this will help build support for
the reform beyond the traditional environmental actors (OECD, 2017).

Step 15: Is there public/political support for reform?

It is important to understand and increase public and political support for the reform when possible,
to increase its likelihood of success. In order to do so, the following are useful:

e Broad inclusion: To ensure high support for the process, the full participation of relevant
agencies, transparency and public participation is required.

e Identify losers and winners: It is as important to identify the losers from the reform as to point
out the winners — the latter might provide needed political support to face the losers.

e Assess co-benefits of reform: Highlighting the co-benefits of the reform helps build support
and overcome objections to reform from sectoral lobbies.
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Synthesis of Phase 4

Table 5: Synthesis of Phase 4: Table 5 can be used to summarize and visualize the assessment
in this phase and identify whether reform of the subsidy is timely and merits prioritization. Only one
option per question should be chosen (the others should be deleted as applicable).

Table 5: Synthesis of Phase 4: Opportunities for action

(13) Is there a window of
opportunity for reform?

Yes (describe which it is, when and what needs to
be done to make use of the window of opportunity)

Partially

No

(14) Is there a potential policy
champion to reform?

Yes (describe who it is or could be — institution
and/or individual)

Partially

No

(15) Is there public/political
support for reform?

Yes (note which community or stakeholder group)

Partially

No (if likely opposition, note where this is expected
to come from)

Therefore, is the reform timely
and does it merit prioritization?

Yes, reform is timely and should be prioritized and
taken forward

Partially/not a priority yet

B @89« @ 0@

No, reform/removal should not currently be
attempted (e.g., there is no current window of
opportunity for reform or there is a lack of
political/public support). This does not imply that no
action should be taken, but rather a focus on
developing conditions for success and planning
reform when it becomes feasible
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Depending on the assessment, a prioritized roadmap can be created that integrates windows of
opportunity and creates a politically realistic timetable for reform. A roadmap can take different forms
depending on who is leading and developing the reform process and roadmap. Some useful
elements a roadmap could include are set out below:

Atimetable of reform linked to key political processes: Thatis, which decision-making and/or
legislative process is used and when should a proposal for reform be made. For example, in the
EU, as noted in the Commission’s 2016 report on the implementation of Regulation 691/2011
(COM(2016)663) a framework for collecting data on environmental subsidies and other transfers
and Eurostat guidelines has been developed and the first data collection exercise was launched
in 2015. Regular, annual voluntary data collection exercises will continue among Member States
and could provide a window of opportunity to take forward reform in the EU. Similarly, country-
specific recommendations adopted under the European Semester process as well as EU budget
discussions on the multi-annual financial framework (MFF) provide regular occasions for reform.
At a national level, annual budget announcements and comprehensive tax reforms are suitable
windows of opportunity. Inventories or publications on subsidies (for example as published in
Germany and Italy) can also be used as a means of creating windows of opportunity for reform.
A timetable of reform involving specific reform elements: That is, changes to the amount or
structure of the subsidy over time, changes to eligibility criteria, changes in conditionalities, new
flanking measures and the period in which they apply. For example, this can include a concrete,
year-by-year timetable for changes in unit subsidies and in percentage exemption levels, as well
as a tightening of eligibility criteria. A clear timetable is important to ensure the reform is sustained
over time.

A timetable for communicating the reform: Communicating the benefits of reform will be
critical to obtain support and addressing eventual opposition. This is likely to be a separate
document from a reform roadmap that a government might be publically committed to.
Identification of roles and responsibilities: This includes an identification of key actors who
will be responsible for driving forward the reform including the ‘champion for reform’, other key
people and institutions to be involved in the process. Again, there will be differences across
countries as to whether only institutions are noted or whether responsibilities at the individual
level are published. For an efficient functioning of the reform, it should at least be clear to those
driving the reform how the various parties necessary for the reform process are engaged, and
who their counterparts are.

Roadmaps are, of course, highly sensitive documents and likely to be part of a politicized process.
In all likelihood, there will only be a short, general roadmap that is publically available (if at all), and
more detailed internal documents to guide the process. What is needed is a clarification of the
priorities of reform as informed by the subsidy reform toolkit. It should also include a timetable and
how to make use of or create windows of opportunity, what the reform will consist of and who will
make it happen. The plan itself is likely to ‘evolve’ with the political climate and process; the
fundamentally important issue is that the roadmap helps make the needed reform happen.
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