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Introduction

The Western Indian Ocean (WIO) is one of the richest regions of the world for biodiversity. It
comprises diverse ecosystems both in terms of biodiversity and the ecosystem services provided, as
is the case of coral reefs and mangroves. These areas are important for both wildlife and human
populations; offering breeding and foraging areas for flagship marine and migratory species and
providing protection for communities and property against storms, sea level rise and coastal erosion.
The coastal population of the region is largely dependent on the health and productivity of these
and other ecosystems through fishing, coastal agriculture, and tourism.

The WIO critical ecosystems are in decline from the combined impacts of local use, national and
international investment, and global threats, including growing pressures from coastal infrastructure
development, extractive industries (in particular recently discovered natural gas and oil), population
growth and climate change.

Article 11.1 of the Nairobi Convention (NC) determines that “The Contracting Parties shall,
individually or jointly, take appropriate measures to conserve biological diversity and protect and
preserve rare or fragile ecosystems as well as rare, endangered or threatened species of fauna and
flora and their habitats in the Convention area”. The Aichi Targets under the Convention on
Biological Diversity (CBD), in particular targets 6, 8, 10, 11, 12 and 14, are dependent on reconciling
economic development and biodiversity. Complementary to these, the achievement of the
Sustainable Development Goals, in particular Goal 14 on Oceans, is dependent on the development
of approaches that foster sustainable development, based on the preservation of the health of
marine ecosystems as a foundation for future prosperity.

Article 14.1 of NC states that “As part of their environmental management policies, the Contracting
Parties shall, in co-operation with competent regional and international organizations if necessary,
develop technical and other guidelines to assist in the planning of their major development projects
in such a way as to prevent or minimize harmful impacts on the Convention area”. As such, the
consideration of practical, cost-effective approaches is essential for the Contracting Parties to
achieve these goals. The mitigation hierarchy and biodiversity offsets are relatively new tools that
can allow countries to effectively reduce the impacts from development on biodiversity and
ecosystem services.

The CBD has recommended the adoption of the mitigation hierarchy (MH) and ‘no net loss’ (NNL)
approaches as effective ways of promoting the avoidance of negative impacts. The CBD
recommends examining mitigation alternatives in a logical sequence or hierarchy, prioritizing actions
to avoid and minimize impacts, and then exploring the use of biodiversity offsets as the last step in
the sequence. The ‘no net loss’ approach seeks to achieve positive outcomes for biodiversity and
ecosystem services through implementation of biodiversity offsets that deliver long-term
conservation results for impacts that cannot be avoided or otherwise mitigated.

The NNL approach, employing the mitigation hierarchy including biodiversity offsets, as a tool to
reduce impacts has been in constant development, in particular since 2012. In many countries the



aMISs now used as best practice for managing impacts on biodiversity and is included in policy
and regulations. Therefore, promoting its use by the Contracting Parties, including providing them
with effective tools to maximize success, is important. We urge the Conference of Parties to adopt a
no net loss approach that involves adherence to the mitigation hierarchy and the use of biodiversity
offsets, to reduce impacts from development and contribute to sustainable investment in the
conservation of biodiversity and ecosystem services.

i) How critical are these issues in the WIO region (the papers should discuss the issues in the WIO
context by highlighting what is known, seriousness of the issues and future projections)?

The coastal population of the WIO is largely dependent on healthy and productive ecosystems for
fishing, coastal agriculture, tourism and other similar activities. Poverty levels in the coastal
populations of several of the WIO countries are extremely high. For example, 92% of Madagascar’s
population lives on less than $2 per day, with remote coastal regions being among the poorest on
the island.

Marine resources account for approximately 5% of the GDP of the WIO Island States, but support
large numbers of primarily small-scale fisheries. In Madagascar for example, small-scale artisanal and
subsistence fishers accounted for 72% of total catches. Industrial fisheries are large, with the value
of tuna fisheries in the WIO rated at over 2 billion US Dollars per year (roughly 15% of the world tuna
catches). Coastal tourism is a sector with great potential in the region, well developed in some
countries, poorly developed in others.

The annual output of economic value from living resources and ecosystem services of the WIO has
been calculated at US 20.8 billion annually, provided by a total ocean asset base of the region of at
least USS 333.8 billion.

Both fisheries and tourism are dependent on healthy ecosystems, however unsustainable
development is threatening these sectors as it is promoting the degradation and reduction of
important biodiversity and ecosystem services, with direct and indirect negative consequences to
those dependent on these for their livelihoods. Changing economic patterns and industrial
development may vastly increase migration to the coastal zone, adding to the already high
population growth rate, and putting further pressure on marine ecosystems and resources.

Oil & Gas is one of the sectors with the greatest potential to influence local biodiversity, ecosystems
and compromise the livelihoods of the WIO coastal population. Recently in Mozambique,
hydrocarbon discoveries total 130 Tcf (trillion cubic feet) of natural gas, which is among the largest
gas fields in the world, presenting 40-50 years of production. Further discoveries are anticipated in
other countries of the WIO. Although O&G is frequently seen as the solution to reduce poverty levels
due to the revenues it generates for the countries, the reality for several African countries is quite
different. Local populations often remain in poverty as their livelihoods are compromised by the
reduction and degradation of the ecosystems on which they depend.

Coastal mining is also a significant problem in many countries as there is considerable demand for
heavy sands. Mining is well known as a sector with great impacts on biodiversity and ecosystem
services. It is likely that some coastal areas of the WIO countries will be at risk compromising the
livelihoods of many people.

Both mining and O&G are known for the indirect impacts associated with the construction of linear
infrastructure such as road, rail, pipelines, electricity corridors, and shipping routes for these
development activities. The impacts of roads and rail linking mines to markets can be as large as



ngQtSan the direct impacts, such as project footprint from the associated mines (Runge et al
2017).

Additionally, in sub-Saharan Africa, dozens of major ““development corridors’ have been proposed
or are being created to increase agricultural production, mineral exports, and economic integration.
These are, in many cases, also connected with the Oil & Gas projects. The development corridors
involve large-scale expansion of infrastructure such as roads, railroads, pipelines, and port facilities
and will open up extensive areas of land to new environmental pressures. This generates increased,
unsustainable demand for natural resources by immigrants and local communities who are attracted
by job creation around these areas (Laurence et al 2015). These developments also open up
sensitive areas to impacts that have the potential to impact species and habitats of concern.

All these human induced impacts are further compromised by climate change, which is severely
impacting the coral reefs and mangroves, as well as other ecosystems including river catchments, of
the WIO.

ii) What are the potential benefits for taking actions or costs for not addressing these issues?

Guaranteeing that the impacts from regulated development projects are adequately mitigated is
therefore essential for sustainability, livelihoods and conservation of biodiversity. Only by
developing adequate mitigation mechanisms for development projects will it be possible to reduce
both the direct and indirect impacts which, as previously mentioned, result from project activities.
This means aligning national and regional environmental policies and obligations associated with
development projects with national targets for biodiversity and Sustainable Development Goals. In
other words, a No Net Loss policy for development projects should be aligned with the national
biodiversity targets to which countries have committed.

A national commitment to the application of the mitigation hierarchy is essential to achieve that
and policies that institutionalize its application are necessary if countries in the region are going to
begin to attain a balance between meeting their sustainable development objectives and conserving
biodiversity and ecosystem services.

Adequate spatial planning must be mainstreamed within the WIO countries to guarantee that the
most important areas for biodiversity and ecosystem services are safeguarded from project impacts
that may compromise their viability. It is particularly important to demonstrate how early spatial
planning before project design can ensure that avoidance actions contribute to prevention of
impacts on biodiversity. Once adequate avoidance is implemented, the WIO countries should also be
aware of the importance of international best practice minimisation and restoration/rehabilitation
of impacts on habitats, populations and ecosystem services. As a final step of the mitigation
hierarchy to compensate for the residual impacts after other mitigation steps have been effectively
implemented, WIO countries should be aware of how offsets can be developed and also act as a
mechanism to finance conservation. Creating processes and procedures to identify potential offset
areas is something that the WIO countries can consider for rapid development.

If WIO countries do not follow such an approach development projects will result in unsustainable
impacts compromising the international targets to which most have signed up (SDGs, Aichi targets,
etc.) and the Nairobi Convention objectives.



iiimGSlese issues been discussed at the global or continental or regional levels? (What is the
status of the discussions? Were countries of the region involved in any of these discussions?)

No Net Loss/Net Gain (NNL/NG) and the adequate application of the mitigation hierarchy (including
biodiversity offsets) are being discussed at the global, continental, regional and country levels.
Several global and sectorial initiatives have been developed. The World Bank and the International
Finance Corporation have established lending standards that require application of the mitigation
hierarchy with NNL/NG objectives for impacts on biodiversity. The International Finance Corporation
Performance Standard 6 (IFC PS6) and its Guidance Notes developed in 2012 and the World Bank
Environmental and Social Standard 6 (ESS6) from 2016 define when mitigation should take place and
what appropriate biodiversity targets should be. IFC PS6 is used as the standard globally for defining
industry standards, including those for mining (ICMM), oil and gas (IPIECA) and the financial industry
(Equator Principles). For example more than 90 financial institutions are now members of the
Equator Principles Association while an increasing number of countries are adopting green banking
protocols through their banking sectors to embrace these best practices.

In addition to adopting these standards the private sector is exploring ways to make them
operational by developing more detailed guidance on their application. Notable guidance comes
from the “Cross-sector guide for implementing the Mitigation Hierarchy” by the Cross-sector
Biodiversity Initiative (CSBI). The document developed by CSBI provides high-level guidance, with
pointers to further information, for applying the mitigation hierarchy effectively to manage the
potential impacts of extractive activities on BES, at a landscape scale, throughout project lifespans. It
aims to reflect state-of-the-art good practice of operationalizing the mitigation hierarchy for
biodiversity impact management for extractive industries.

These principles have also been embraced at an international level by governments and NGOs.
IUCN’s Policy on Biodiversity Offsets, which was adopted by the Members’ Assembly of the World
Conservation Congress, which took place in September 2016 in Hawaii. This provides a framework to
guide the design, implementation and governance of biodiversity offset schemes and projects. It also
provides guidance as to where offsets are, and are not, an appropriate conservation tool to ensure
that, when offset schemes are used they lead to positive conservation outcomes.

One of the best known global initiatives is “The Business and Biodiversity Offsets Program (BBOP)”,
which is a collaboration between companies, governments, conservation experts and financial
institutions that aim to explore whether, in the right circumstances, biodiversity offsets can help
achieve better and more cost effective conservation outcomes than normally occur in infrastructure
development, while at the same time helping companies manage their risks, liabilities and costs. This
is aligned with and expands on IFC PS6. BBOP has been researching and developing best practice on
biodiversity offsets and beginning to test it through a portfolio of pilot projects in a range of contexts
and industry sectors, aiming to demonstrate improved and additional conservation and business
outcomes. BBOP’s expectation is that biodiversity offsets will become a standard part of
development processes when projects have a significant residual impact on biodiversity, resulting in
long term and globally significant conservation outcomes.

The COMBO Project (Conservation, Impact Mitigation and Biodiversity Offsets) is a continental
initiative that has the goal of reconciling economic development and conservation of biodiversity
and ecosystem services in Africa by supporting government policies targeting a no net loss of
biodiversity that improve mitigation of industry impacts. The project aims at contributing by 2019 to
the definition and implementation of the mitigation hierarchy, including biodiversity offsets
mechanisms, in Guinea, Madagascar, Mozambique and Uganda in which private and public



inWlGSts endorse the target of NNL of biodiversity while generating additional funds for
conservation.

A regional initiative that is supported by the Nairobi Convention is the Northern Mozambique
Channel Initiative (NMCi). Its objective is that “By 2025, the Northern Mozambique Channel’s high
biodiversity value coral reef and associated ecosystems are maintained and enhanced through
effective spatial management of marine uses, in particular the oil and gas sector, to secure a
sustainable future for coastal communities and economies”. The members of the initiative believe
that by building on the foundations of strong regional cooperation and partnerships, the NMC region
is well placed to implement the aspirations and commitments made under the UN 2030 Agenda on
Sustainable Development Goals (SDG), with particular relevance to SDG 14 on Oceans. Therefore,
the NMCi aims to secure the health and productivity of critical ecosystems in the region, with a
particular focus on the rich coral reef, seagrass and mangrove habitats in the region. This will be
done by building capacity and the stakeholder involvement mechanisms to extend integrated ocean
management across all marine waters under national jurisdictions. Integrated approaches to marine
management, such as marine spatial planning, and innovative decision-support tools, will be
developed ensuring all economic sectors as well as local communities are engaged in assessing
stakes, trade-offs and opportunities of future development pathways, with a focus on within-
country processes and capacity building. The oil and gas sector will be particularly addressed and
NMCi wants to ensure that appropriate policy, legislation, threat response capacity, and best
practices are adopted at national levels to mitigate impacts that may affect natural assets and social
welfare across all countries of the NMC.

As a global initiative from UNDP, BIOFIN has a strong presence in Africa with a total of seven
members (which will grow to 10 during 2018). It supports countries with a methodology that
provides innovative steps to measure current biodiversity expenditures, assess financial needs,
identify the most suitable finance solutions and provides guidance on how to implement these
solutions to achieve their national biodiversity target. Biodiversity Offsets are one of the solutions
being analysed by the initiative.

One of the most relevant aspects drawn from these initiatives is that their effective governance and
permanence are essential. Therefore, legal, institutional and financial measures must be in place to
guarantee the effective design and implementation of mitigation and offset schemes. Safeguarding
these requires that the mitigation hierarchy framework is embedded in landscape and seascape level
planning and legislation. The Nairobi Convention can play a relevant role by supporting its members
on achieving these goals. Endorsement of these standards by WIO countries will facilitate more
sustainable investment and will create rules of the game necessary to achieve development that
meets the needs of all people, and of nature.

iv) Is there any country in the regional that has addressed these issues within its national
structures?

Using two countries of the region as an example, NNL/NG is effectively purely voluntary in
Madagascar, while Mozambique has recent legislation requiring compensation aimed at ‘zero net
loss’ and ‘net gain’ in some circumstances.

Mozambique takes Environmental Impact Assessment seriously and in December 2015 it revised its
legislation. Currently, although specific provisions requiring NNL / NG are not included in the EIA
Process (Decree 54/2015), the adequate application of the mitigation hierarchy is mandatory.



AWG\SIy, the Biodiversity Law (Law 11/2017) is based on the principle of Environmental
Responsibility that mentions avoidance and compensation (Article 4, point e) and requires the
achievement of NNL inside Protected Areas and its buffer zones (Article 11, point 2). The recent
Decree on the regulation of the conservation law (89/2017) defines the concept of No Net Loss of
biodiversity and implies the adequate application of the mitigation hierarchy. It also specifies how
NNL/NG should be achieved to restore areas impacted by planned, regulated impacts, others that
have not been foreseen in the EIA or even others that cannot be attributed to third parties. This is
applicable both inside and outside Protected Areas. Although most sectorial law does not specifically
require the adequate application of the mitigation hierarchy and NNL/NG it requires an EIA, which in
turn requires the MH to be applied.

The National Directorate for Environment (DINAB) of Mozambique, the regulating institution whose
principal focus is environmental issues, has created a specific regulation on biodiversity offsets as
there is a lack of clarity on how offsets are to be implemented. Such a regulation would allow DINAB
and other institutions that deal with the EIA process to applying the MH, including offsets, to achieve
NNL in development projects that potentially affect biodiversity.

In Madagascar there is no specific law on the MH on NNL/NG, so in practice there is no requirement
to achieve NNL/NG. However, environment texts such as COAP (the Management Code for
Protected Areas) and MECIE (Decree for Compatibility of Investments with the Environment —
MECIE, Decree 99-954, amended by Decree 2004-167) refer to the MH. In practice, ‘avoid’ is often
neglected but most mitigation measures focus on ‘minimize’, ‘restore’ and ‘compensate’.
Compensation is presently more about social than biodiversity issues and biodiversity is not
addressed specifically but included within other environmental issues.

Environmental Impact Assessment (EIA), as provided by the MECIE Decree, is regarded by some
respondents as triggering NNL/NG, based on the environmental sensitivity and scale of projects.
Plenty of provisions found in a variety of ratified international and national law and sectorial policies
on the environment are relevant to achieve NNL/NG, but there is not yet a specific national policy
for NNL/NG in Madagascar.

Despite the lack of specific regulation in Madagascar two mining companies are currently engaged in
implementing offsets. Both companies are following IFC guidelines and working to achieve a net
gain in biodiversity through implementation of a biodiversity offset management plan and
investment in specific conservation actions. These companies’ actions provide an important model
for other companies as well as for government agencies.

One of the two principal barriers to progress in these two countries is the lack of clarity on whether
and how to apply the MH (particularly avoidance, and how to implement offsets/compensation.
This stems from gaps in law and accompanying guidelines, especially on the first ‘avoidance’ and last
‘offsets’ steps. However, there is considerable room for optimism as the policy framework in these
countries has certain enabling provisions. With modest policy reform, NNL could become an explicit
policy goal and clarity offered through amended law and guidelines. It is expected that the situation
is similar in other WIO countries.

The second major barrier to implementation of NNL is a lack of capacity nationally of many
Contracting Parties, as well as gaps in governance. This could be overcome by better coordination
between government departments and levels of government and training and capacity building of
key personnel from government, the private sector (especially EIA consultants) and civil society
(NGOs, universities and community-based organisations). Choosing the most appropriate policy



o;WnGISuId take capacity limitations into account. Improvements in governance needed to
facilitate NNL are much broader in scope than the mitigation of impacts, since they concern issues
such as impact assessment, planning procedures, land-use planning, and coordination between
government departments.

The Nairobi Convention could play an important role by influencing and supporting its members on
developing the adequate frameworks to overcome these barriers.

v) Aside from raising awareness on these issues, what are the policy recommendations that
member states should consider during the COP 9?

Mitigation hierarchy and No Net Loss / Net Gain Policy: We encourage the Conference of Parties to
support the uptake of policies by Contracting Parties which require application of the mitigation
hierarchy for addressing industry and development impacts on biodiversity. The mitigation hierarchy
should be applied with a goal of No Net Loss or a Net Gain of biodiversity and ecosystem services
impacted by development.

Landscape planning: We encourage the Conference of Parties to support the uptake of a landscape
or seascape planning approach for addressing the most complex indirect and cumulative impacts on
biodiversity before they arise. We encourage the Nairobi Convention Secretariat to work with
Contracting Parties to support this approach which will improve sustainability of development.

Sustainable Financing: We encourage the Conference of Parties to support the development of
effective financing mechanisms that will ensure the consistent and permanent funding of
biodiversity offsets. As part of this effort it is recommended that the Conference of Parties support
the development national or regional biodiversity trust funds to facilitate investment in and third-
party management of offset and compensation activities that will support conservation in
Contracting Parties.

Multilateral and bilateral financing: We encourage the Conference of Parties and the Nairobi
Convention Secretariat to engage with multilateral and bilateral financial institutions (MFIs / BFls)
and other independent financial institutions to support better application of the mitigation hierarchy
by their clients, including alignment with the standards of the World Bank and IFC, and the Equator
Principles.

Region-wide coordination: We encourage the parties to work together to harmonize policies and
regulations on mitigation and offsetting to facilitate adoption and implementation by both
government and the private sector. This harmonization of policies will also assist in ensuring
effective sustainable management of regional habitats and species. It will also facilitate capacity
building across all countries.



