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PROJECT DOCUMENT

1. Identifiers:

Project Number: 5024638

Project Name: Komodo National Park Collaborative Management
Initiative

Duration: 7 years

Implementing Agency: . World Bank

Executing Agency: IEC

Requesting Country: Indonesia

Eligibility: CBD Ratification on 23 August 1994

GEF Focal Area: Global Biodiversity

GEF Programming Framework: OP2: Coastal, Marine and Freshwater Ecosystems

2. Summary: '

The objective of the Komodo National Park Collaborative Management Initiative (KCMI) is to
ensure the long-term effective management of Komodo National Park (KNP), through the
adoption of a collaborative management approach. Thus KCMI involves all key stakeholder
groups, including the Park authority (PHKA), local government, a Joint Venture between an
mternational NGO (The Nature Conservancy) and a local tourism company (JPU), and with
additional input from local communities, government agencies and private sector organizations.
KCMI also represents a ground-breaking policy experiment for the Government of Indonesia, as
it involves the granting of a tourism concession by the Ministry of Forestry to the Joint Venture
(JV) company, to authorize this private sector-NGO partnership to set and collect gate fees,
establish and implement carrying capacity limits, and develop a tourism licensing system. The
aim of this privatization of park management is to bolster the limited capacity of PHKA to
protect the threatened resources of KNP, and to make KNP a self-financing park, with its
management costs being covered by tourism revenue. A separate tri-partite collaborative
management agreement between the JV, PHKA and the local government will set out further
divisions of responsibility between these three bodies in conservation management, monitoring
and enforcement, and sustainable livelihood activities. KCMI will base its conservation of
KNP’s unique marine and terrestrial biodiversity (including globally important coral reefs and
the Komodo dragon) on an adaptive management approach that enables project activities and
planning to respond to the changing threats to this highly complex ecosystem. Positive
incentives (including a micro-enterprise fund for local family-based businesses, research and
development of sustainable methods of marine resource use, and community development
grants to finance urgent welfare needs) will be used alongside negative incentives (regulations
and fines) to encourage local communities to switch from the current destructive fishing
practices to sustainable livelihoods based on the rational use of the area’s resources.

3. Costs and Financing (US$million):

GEF: PDF A 0.025
Preparation (PDF B): 0.350
Project: : 5.000
Sub-Total GEF: 5.375



Co-Fmancing (In Kind)

Preparation: Indonesian Govt 0.020

TNC: 0.100

Tourism Industry (.030

Sub-Total Preparation: 0.150
Project: TNC 4.800

Park Revenue 6.700

Sub-Total Project: 11.500

Total Project Cost: 16.500

4. Associated Financing: n/a

5. Operational Focal Point Endorsement: Effendy A. Sumardja
Deputy for Law Enforcement and EIA
Environmental Impact Management

Agency/GEF National Focal-Point
Indonesia

6. IA Contact: Catherine Cassagne, IFC
Tel. 202 473-4706
Email: ccassagne@ifc.org



A. PROJECT DEVELOPMENT OBJECTIVE
1a. Project Development Objective (see Annex 1)

The development objective of the Komodo National Park Collaborative Management Initiative
(KCMI) 1s to ensure effective long-term management of Komodo National Park (KNP) by:

(a) improving the effectiveness of park management through the adoption of a collaborative
management approach involving all key stakeholder groups, including the Park authority
(PHKA), local government, a joint venture between an mtemational NGO (The Nature
Conservancy) and a local tourism company (JPU), and with additional input from local
communities, government agencies and private sector organizations;

(b) supporting the conservation of the marine and terrestrial resources of KNP, using an

adaptive management approach to identify and respond to the changing threats facing these
resources;

(c) establishing structures and guidelines to promote environmentally sensitive tourism
development in the region and developing a strategy for the appropriate use of tourism
revenue generated by KNP, to ensure long-term financial security for the park and
sustainable benefits for the local communities; and '

(d) introducing a system of appropriate incentives to encourage conservation-enhancing
livelihoods and stimulate the development of a local economy based on the sustainable use
of the resources in and around the park.

The KCMI will support a 25-year management plan recently developed by the Government of
Indonesia with the assistance of The Nature Conservancy (TNC). A key element of the 25-year
park management plan is the development of self-financing mechanisms for the park. While it
1s expected that user fees and other sources of tourism revenue will eventually be sufficient to
cover the costs of park operations, GEF funding is needed to provide bridge financing for the
necessary incremental conservation and tourism development investments to make Komodo a
world class nature tourism destination. By the end of the seven-year GEF grant period, it is
expected that the park will be self-financing.

‘1b.  Global Environment Objective

The global environment objective of this project is to conserve and susfainably use the unique
biodiversity assets of Komodo National Park (KNP).

Komodo National Park (KNP) is widely recognized as an exceptional storehouse of both
terrestrial and marine biodiversity with global significance. Established in 1980, it is listed as a
World Heritage Site and a Man and the Biosphere Reserve. KNP lies in the Wallacea Region of
Indonesia, identified by WWF and Conservation International as a global conservation priority
area. Located between Sumbawa and Flores islands, the park consists of three main islands,
Komodo, Rinca, and Padar and several smaller islands, with a total land area of 41,000 hectares.
The park contains most of the habitat of the world’s largest reptile, the Komodo monitor
(Varanus komodoensis), commonly referred to as the Komodo dragon (small populations of
Komodo dragons are found outside the park on Flores island, but these areas are not well
protected). While originally established to protect the Komodo dragons, the park is now also
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highly valued as a marine reserve, as it includes 132,000 hectares of marine waters, with
important reef flat, mangrove and sea grass bed habitats. The park is one of the richest areas for
coral species in Indonesia — a total of 253 scleractinian (reef building) coral species from 70
genera, and 70 sponge species, occur within KNP and at nearby Banta island. KNP also has one
of the most diverse collections of fish in the world, with up to 1000 different species. Park
waters also harbor dugong (Dugong dugong), dolphins (10 species), whales (7 species), and
hawksbill (Eretmochelys imbricata) and green turtles (Chelonia mydas).' Apart from the unique
Komodo dragon, other terrestrial species of note include the orange-footed scrubfowl

(Megapodius reinwardt), an endemic rat (Raitus rintjanus), and the Timor deer (Cervus
timorensis). :

There are approximately 3,000 inhabitants living in the park, spread out over four settlements
(Komodo, Papagaran, Rinca, and Kerora). An estimated 17,000 people live in fishing villages
in the surrounding area. These local populations in and around the park mainly derive their

income from a pelagic lift net (“bagan’) fishery that targets squid and small schooling pelagic
fish.

Because of its unique biodiversity and scenic beauty and in spite of its remoteness and
underdeveloped facilities, KNP today is one of the most visited nature reserves in Indonesia.’
There was a rapid increase in park visitors during the 1990s, peaking at 32,000 in 1996. While
political and economic instability in the region have reduced the visitors to less than half that
number, the park remains one of the most heavily visited protected areas in eastern Indonesia.
The potential benefits of tourism and biodiversity conservation are threatened by (a)

mnstitutional weaknesses in park management and governance, and (b) the serious depletion of
biodiversity in the area.

To address institutional weaknesses, there is a critical need to develop an effective collaborative
institutional structure for park management. This structure needs to build synergistic
relationships between the key stakeholders in the area, including the protected area authorities,
the joint venture partners, the private sector, local communities and NGOs. Komodo National
Park has been selected by PHKA as a pilot site to test new park financing mechanisms and

privatization of park management. This creates an opportunity to implement an innovative park
management structure. . :

To address biodiversity depletion, there is a critical need to tackle the resource destructive
activities currently taking place in the park.  These activities include destructive fishing
practices, such as dynamite-, cyanide-, and compressor fishing, which are severely threatening
the park’s demersal (bottomn dwelling) and sedentary marine resources by destroying both the
habitat (coral reefs) and the resource itself (fish and invertebrate stocks). Terrestrial threats
include the increasing pressure on forest cover and water resources, as the local human
population has increased 800% over the past 60 years. In addition, the Timor deer, the preferred
prey source for the endangered Komodo dragon, is still being poached. Pollution inputs,
ranging from raw sewage to chemicals, are increasing and may pose a major threat in the future.
The underlying factors driving these activities include a lack of alternative sustainable sources
of mmcome for the local communities, a lack of effective enforcement of the protected area,
inadequate levels and allocation of funding for park management, and a lack of incentives to
utilise the resources of the park sustainably. The Indonesian economic crisis has exacerbated
many of these problems.

" TNC’s extensive biological monitoring program is revealing the presence of additional species in KNP. A recent

discovery was the rare pygmy Bryde’s whale (Balnaeoptera edeni) —the first confirmed observation of this species
in Indonesia.



While The Nature Conservancy has played a crucial role in assisting PHKA to step up its
enforcement of marine regulations in the park, recent political instability in the country has
created a new urgency to further improve enforcement, and to provide immediate financial
returns to local people who agree to refrain from the biodiversity depleting activities. GEF
involvement would provide critical incremental funding to set into motion a more effective and

financially secure approach to the conservation of the park's globaily significant biological
resources.

2. Key Performance Indicators

The KCMI project will make use of a large set of indicators to monitor the status of the park’s
biodiversity, the quality of park management and tourism management, and the activities and

welfare of local communities in and around the park. Some of the key performance indicators
are outlined below. ' ’



Objective
to be
Monitored

Performance Indicator

Expected Change

Biodiversity
conservation

Health of coral reef.

Health of majar reef predators.

Incidence of fires in park (as indicator
of poaching activity).
Terrestrial animal populations

Levels of fish populations (included
in ongoing monitoring programy).

No significant reduction in live hard cover due to local human impacts.

No significant reduction in major reef predator populations due to local
human impacts.

Fires decreasing by 50% by end of year 3 and by 80% by end of year 7.

No decrease in animal populations; specific targets for individual
species.

Recovery. of grouper, wrasse, squid, anchovies and clupeids
populations. -

Sustainable use

Extent of destructive fishing within
park boundaries.

Amount of by-catch in legal fisheries

Use of hookah compressors in park
waters.

Sustainable development of pelagic
fishing by local fishermen.

Annual destructive fishing effort in park waters decreasing by 15% per
year.

Reduction of by-catch by at least 10% per year.

Use of these (now banned) compressors will decrease by 20% per year,
completely stopping by end of year 5.

Pelagic fishing will have expanded in a sustainable manner,
accompanied by a diversification of target species, fishing methods and
gear types.

Quality of park
management

Involvement of stakeholder groups in
park management

Operation of a zonation system

Use of adaptive research to support
park management

Use of biodiversity assessments

The new collaborative management structure to include a wide range of
stakeholders, including the park authorities, local communities, private
sector interests, local government and NGOs.

A zonation will have been set up by end of yr 2 and will have been
used to tailor management activities to the biodiversity objectives of
each zone.

Increased use of adaptive research, for example into Komodo dragon
reproduction and reef regeneration.

The use of biodiversity assessments and monitoring systems will have
become standard practice in the management of KINP by end of yr 5.

‘Welfare of
local
communities

Average income of fishing
households participating in alternative
livelihood schemes.

Number of households benefiting
from the Sustainable Enterprise Fund
(SEF).

Communities benefiting from the
Community Development Grants
(CDGs).

Status of fishing rights of local
communities

Average income from alternative livelihood schemes will at least
match the average incomes from other non-destructive fishing
practices.

By end of yr 3, at least ane household in each target community will be
supported by enterprises funded by the SEF. The majority of the
enterprises funded will still be operating at project end.

Community grants will have been smoothly administered and the
majority of projects funded will have made a significant impact on
community welfare, as assessed by community members.

By end of yr 3, fishing within KNP waters will be restricted to focal
communities.

Tourism
management

Establishment of tourism carrying
capacity limits

Operation of a licensing system

Shift in number and type of tourists
visiting KNP

Carrying capacity limits will have been set by end of yr 2 and will have
been used in the design of the license system.

A licensing system for tourist activities will have been set up and will
be operating smoothly by end of yr 3.

By end of project, KINP will be attracting 35,000 mostly high-end
tourists annually (cf current 12,000 to 14,000 mostly low-end)

Project
sustainability

Self-sufficiency of KNP

By end of project the park will be deemed to have successfully
achieved a self-financing status, and will have secured an ongoing
source of revenue to maintain project activities.




B. STRATEGIC CONTEXT
1a. Sector-related CAS Goal Supported by the Project
CAS document number: 21580-IND Date of latest CAS discussion: January 30, 2001.

The current CAS sets out the overarching goal of the World Bank Group in Indonesia ~ to support efforts
to reduce poverty and vulnerability in a more democratic and decentralized environment. Actions to
achieve this goal will focus on three broad priority areas: sustaining econormic recovery and promoting
broad-based growth; building national institutions for accountable government; and delivering better
public services to the poor.

The KCMI project will contribute to each of these three areas, through its support for policy reforms for
park financing, its facilitation of a private sector — NGO — local government partnership and its inclusion
of micro-enterprise and commumity development activities. The project also addresses key objectives of
the Bank Group’s strategy for supporting sustainable natural resource management and environmental
protection. Alongside the two main priorities of forestry and water resource management, the CAS
identifies two additional areas for support: environmental capacity building of local governments and

development of a coral reef policy and strategy, both of which are directly reflected in the project’s
component activities.

1b.  GEF Operational Strategy/Program Objectives Addressed by the Project

Indonesia was accepted as a member of the World Heritage Convention on July 6, 1989 and
ratified the Convention on Biodiversity on August 23, 1994. The project is consistent with the
GEF Operational Strategy to support long-term protection of globally important ecosystems.
The project directly addresses the joint objectives of conservation and sustainable use of -
biological resources, of the GEF Operational Program for Coastal, Marine and Freshwater

Ecosystems. The project is fully consistent with the guidance of the Conference of the Parties
(CoP), as it:

(a) demonstrates clearly the use of the ecosystem approach through its holistic approach to the
natural resources (marine and terrestrial) of the park and the local communities and
institutions associated with the park;

(b) ensures an equitable sharing of the benefits of biodiversity, by offering financially-attractive
alternative livelihoods and funding biodiversity-enhancing enterprises proposed by local
people; : :

(c) centers on the use of incentives, and capacity building to fulfil its conservation and
sustainable use objectives; and

(d) includes targeted research to determine and monitor the status of key natural resources
within the park.

2. Main Sector Issues and Government Strategy
Biodiversity Conservation
Indonesia is one of the two most biologically diverse nations on earth, along with Brazil. The

country’s thousands of islands include 10 percent of the world’s known plant species, 12 percent

of its mammals, 16 percent of reptiles and amphibians, 17 percent of birds, and 25 percent of
fish.” ’

> Wells et al, 1999.
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Indonesia is the world’s largest archipelago, with more than 17,000 islands and an 81,000 km
coastline rich in coral reefs, seagrasses and mangroves. Its marine biodiversity includes 2,500
species of mollusks, 2,000 species of crustaceans, 6 species of sea turtles, 30 marine mammal
species, and over 2,000 fish species. Indonesia has approximately 75,000 km” of coral reefs,
making up 12 to 15 percent of the total reefs worldwide. With 362 scleractinian (hard) coral

species and 76 genera recorded, Indonesia lies at the epicenter of the world’s coral reef
diversity.}

However, Indonesia’s biodiversity is currently under great pressure. The main causes of the
ongoing biodiversity loss and species extinction in Indonesia are habitat loss and fragmentation,
habitat degradation, overexploitation, and secondary extinction. For example, sixty percent of
Indonesian coral reefs are classified as badly degraded, and even reefs in the remotest parts of

the archipelago are being over-fished and damaged by practices such as cyanide poisoning and
bombing.*

Government Strategy

The GOI has historically shown a strong commitment to biodiversity conservation. Overall
~ spending on conservation more than doubled between 1992 and 1997, and during the period
leading up to Indonesia’s economic crisis in late 1997, GOI’s total annual investment in
protected areas had been in the range of US$22-33 million, of which foreign donors were
contributing approximately 15-20 percem&.5 The post-crisis situation, however, has led to
disproportionate reductions in environmental expenditures. Moreover, among the East Asian
crisis countries, Indonesia has-spent the least on environmental prevention and mitigation before
the crisis and has cut environmental budgets more deeply during the crisis. Furthermore, in the
context of decentralization there is evidence that environmental expenditure has declined more
steeply in regional budgets than in the national budget.6

A major developing country player in international conservation agreements, Indonesia has
hosted a number of recent fora, including the 1996 Convention of the Parties following the Rio
Earth Summit, the 1997 Expert’s Meeting of the Jakarta Mandate on Marine and Coastal
Biological Diversity, and the 2000 International Coral Reef Symposium. Current planning for
biodiversity conservation is based on the Indonesian Biodiversity Strategy and Action Plan
(BSAP), which was developed by the Ministry of Environment, with the help of the World
Bank, in 1993. This strategy built on previous policy initiatives, including Act No. 5
- Concerning the Conservation of Living Resources and Their Ecosystems of 1990, the Tropical
Forestry Action Plan of 1991, and the Biodiversity Action Plan of 1991. The BSAP is very
much in line with GEF guidelines, as it stresses the need for a sound analysis of the causes of
biodiversity loss and the development of management regimes that are based on the sustainable
use of biological resources. The BSAP listed 75 high-priority areas for the protection of
biodiversity, several of which have subsequently been designed as conservation areas and many
have received government and donor financing, including major contributions from the GEF.

The GEF is now financing the preparation of a second national BSAP to review conservation
achievements and reassess priorities.

? These figures are taken from GEF Project Document on Republic of Indonesia: Coral Reef Rehabilitation and
Management Project, Report No. 17333-IND, World Bank.

* World Bank, 2001.

> Wells et al, op cit.

® World Bank, 2001.



The govermmment agency responsible for nature conservation is the Directorate General of Forest
Protection and Nature Conservation (PHKA), one of seven Directorate Generals within the
Ministry of Forestry. The main thrust of PHKA’s work has been the establishment of integrated
conservation and development projects, linking biodiversity conservation in protected areas
(PAs) with local social and economic development in and around the PAs. Indonesia now has
some 40 national parks and 342 other reserves with a combined area of 22.4 million hectares
(including 4.5 million marine hectares).’

Overall government and donor spending on marine PAs has been considerably less than on
terrestrial parks. Indeed, it is only within the last fifteen years that marine conservation has
started to receive significant attention.. The importance of coastal and marine resources
management has now been formally recognized by national policy makers - the establishment of
the Ministry of Marine Affairs and Fisheries (MMAF) in October 1999 by the then newly-
elected President Wahid represented a radlcal step in promoting the sustainable use of these
resources as part of national-level plannmg However, practical progress remains far behind
official commitments and targets. The Strategy for Coral Reefs, developed by the Ministry of
Environment set a target of establishing 30 million hectares of marine PAs by 2000, but so far
only 4.4 million hectares have been established, many as marine extensions to terrestrial parks
(as is the case in Komodo).

Major Threats to Biodiversity

Indonesia’s biodiversity is increasingly under threat from powerful national-level pressures and

the future status of the country’s biological resources is insecure if these threats are left
unchecked.

e DPolitical and Economic Instability

The 1997 crash of the Indonesian economy led to widespread social and political upheavals, the
repercussions.of which are still being felt nationwide. The value of the rupiah fell to a quarter
of its previous value and has continued to fluctuate, despite the government’s efforts to stabilize
it. The country’s tourism industry suffered and is still struggling to recreate a positive image of
the tourism product. Economic hardship and fierce fighting between different political and
religious groups forced many families to migrate, putting pressure on biodiversity sites that
were previously protected by their remoteness. Frequent changes in ministerial positions create
an added level of uncertainty and disruption for conservation efforts.

¢ Economic Incentives Driving Resource Depletion

Large-scale exploitation of Indonesia’s natural resource base (timber, fish, coal etc.) has been
shown to generate high economic returns for the companies involved. The attractive economic
incentives, and the frequent lack of resources or political will to deter such encroachment, have

been responsible for much of the resource degradation and overexploitation in national parks by
powerful commercial interests.

7 Wells et al, op cit. The Ministry of the Environment also plays a role in protected areas, and is responsible for any
EIAs carried out in national parks.

® The responsibility for marine national parks has now been transferred from PHKA to MMAF, although since
KNP covers both terrestrial and marine habitats, PHKA retains responsibility for this park.
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» Limited Capacity of the Park Authority

Effective management of the country’s network of protected areas has been undermined by
PHKAs lack of capacity, weak institutional status, and unclear role. There have been numerous
reviews of the shortcomings of PHKA, all of which paint a similarly bleak picture. For
example, the Asian Development Bank’s Institutional Strengthening for Biodiversity
Conservation Study concluded that: “Although PHPA [previous title of PHKA] is the primary
agency responsible for managing Indonesia’s protected areas, it faces a daunting sedes of
constraints and limitations in carrying out its mandate, including its general lack of stature
within its own Ministry, lack of support from and cooperation with other government agencies
and ministries, inadequate capacity and ability in monitoring and evaluation of protected areas,
insufﬁcieglt funding, an undermotivated staff which is also insufficient in numbers and in
training”.

3. Sector Issues to be Addressed by the Project and Strategic Choices
e Political and Economic Instability

The project area and its surroundings have been unaffected by the political instability that has
occurred in several parts of Indonesia. However, the impact of the political and economic
instability in Indonesia as a whole on the country’s tourism industry has been felt in KNP,
where visitation levels have fallen to less than half the pre-crisis peak of 32,000 (in 1996). A
strategic choice has therefore been made to counter this impact by developing a tourism
marketing strategy for KNP that highlights the relative safety of the area, and by improving the
visitor facilities and services in the park.

As in other protected areas of Indonesia, KNP’s biological resources are under threat from
increased anthropogenic pressures caused by the economic instability. Migration into the park
has increased significantly over recent years, primarily driven by the economic opportunities
provided by unsustainable resource use. A strategic choice has therefore been made to tackle
these pressures by encouraging local government — via the collaborative management agreement
— to enforce the existing restrictions on migration into the park, and by strengthening the
enforcement of resource use regulations.

e Economic Incentives Driving Resource Depletion

The economic drivers of resource exploitation in KNP are most obvious in the highly profitable
live-reef food fish trade. Fishing companies from Hong Kong and other Asian countries are
active in and around KNP waters, and the target species of groupers and Napoleon Wrasse
(which can fetch up to $180 per kg in Hong Kong restaurants) are under severe threat, due to the
unsustainable fishing methods used and the particular life history characteristics of these fish.
On a much smaller scale, economic incentives are also behind the destructive fishing practices
of the local fishermen, as these methods are much more. profitable than the traditional (and
sustainable) ‘bagan’ fishing.

A strategic choice has therefore been made: (i) to provide positive incentives for local fishermen
to switch to biodiversity-enhancing livelihoods; and (ii) to support a system of disincentives to
discourage resource degradation. These disincentives will take the form of fines, penalties and
stricter enforcement measures.

® Published by the British Council, 1996, cited in Wells et al, op cit.
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s Limited Capacity of the Park Authority

The institutional shortcomings of PHKA, mentioned above, have been major limitations to the
effective management of KNP, and TNC’s work there has involved a major capacity building
program for local PHKA staff. This effort has already produced some excellent results — for
example, training park rangers in enforcement techniques and equipping them with additional
boats and radios resulted in a substantial decrease in reef bombing incidents, from 300 per year
n 1993 to fewer than 100 per year in 1996. Based on this experience, PHKA increased the park
budget for marine enforcement. However, the authority still has an inadequately trained staff
for fulfilling its responsibilities in KNP, and its relations with other govemment agencies active
in the region remain hindered by its weak institutional status.

To address these problems, a strategic choice has been made to take a two-pronged approach.
Firstly, a Collaborative Management Agreement (CMA) will be drawn up between PHKA, a
Joint Venture between TNC and a private sector tourism company, and the mayor (Bupati) of
Manggarai district. Parties to the CMA will also interact with other stakeholders with
complementary areas of expertise, including local tour operators, national and provincial level
government, other government bodies, NGOs, and local community representatives. This
creation of an innovative park management institution, tailored to meet the specific needs of
KNP and to address some of the limitations of PHKA, will be the first of its kind in Indonesia.'°
Secondly, a parallel expansion of the ongoing capacity building program for the PHKA staff

will seek to strengthen the ability of PHKA to undertake its now more focused set of
responsibilitie's.

‘The problems facing PHKA should be. seen within the context of a more general lack of
institutional capacity among other government bodies, local non-governmental organizations,
private entrepreneurs and local communities, to participate in biodiversity conservation. The

project will support the ongoing capacity-building and awareness-raising programs for these
various groups.

e  Decentralization to Local Government

Following the change of government in 1999, the new govemment indicated that it would
decentralize much of its authority to the District (Kabupaten) level. Act no. 22 of 1999, and
Presidential Decrees UU26/1999 and UU25/1999 set out the basic regulations under which this
decentralization occurs, and implementation of these regulations commenced in January 2001.
While the regulations stipulate that conservation policies will be one of the few sectors stiil
controlled by the central government, the new dynamic political power sharing between central
and local governments will require major adjustments in the implementation of conservation
policies. These adjustments are still being negotiated between central and local governments,
but it is already clear that park management will now necessitate a more intensive collaboration
with local governments and will rely much more than before on the willingness of local
governments to financially support the parks. This latter change is due to the new distribution
scheme of state revenue, related to the autonomy regulations. It has been predicted that
decentralization of resource management authority to the provincial and district levels is likely
to lead to increased resource exploitation, with significant impact on biodiversity and protected
areas. This is due to the fact that district governments, which typically generated only about

1% The nearest equivalent to the proposed CMS approach is Gunung Leuser National Park in Sumatra, where
management authority has been handed over to a private foundation, YLI, which received a seven-year
conservation concession from the Ministry of Forestry in 1995. PHKA s role in Gunung Leuser is expected to be
limited to monitoring compliance with the terms of the concession agreement inside the park.
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one-fifth of their total budgets in the 1990s, will become both more dependent on land- and
natural resource-based revenue sources and more autonomous. The reliance on mnatural
resource-based revenue sources is likely to create perverse incentives for districts to accelerate
land conversion and natural resource exploitation in the forestry, mining and fishery sectors, to
generate local revenues. !

KNP lies within the district of Manggarai in Nusa Tenggara Timor province. Expected
expansion of the park boundaries will mean that the park also includes land in Bima district in
Nusa Tenggara Barat province. Decentralization will give these two district and provincial
governments a much stronger stake in the park and the surrounding area than before, though it
will also create added pressures on the natural resource base, as mentioned above.'? So a
strategic choice has been made to intensify and strengthen the relations between park
management and district and provincial government. To this end, the Bupati of Manggarai
district will collaborate with PHKA and the Joint Venture in a tri-partite agreement, to define -
the roles and responsibilities of each party in the management of KINP. National level PHKA
will retain overall authority for KNP, maintaining its responsibilities as outlined by the World
Heritage Commission at the time of KNP’s designation as a World Heritage Site. The
collaboration of local government will be particularly important in controlling development
within the buffer zones of the park, assisting with enforcement efforts, and defining the
expanded park boundaries. Park financing and revenue sharing plans will also need to be
negotiated with the two district governments.”> The project will also support ongoing
awareness-raising efforts by TNC, directed at local government officials, to help ensure they use
their new responsibilities wisely.

It is encouraging to note that Kabupaten Manggarai has developed an information package,
aimed at attracting foreign investment to the area, which supports the principles of sustainable
development in an environmentally sensitive area. Use of this package commenced in 2001. In
particular, the Manggarai district government has committed itself to, and is now financially
capable of, improving the general development standards in the Labuan Bajo area. The current
lack of adequate infrastructure has been identified as a limiting factor in the attraction of larger
numbers and higher end tourists to KNP. The planned improvements to, for example,
transportation, water and solid waste disposal will not only increase the area’s attractiveness and
capacity for tourism, but will also bring enormous welfare benefits to the local populations and
mitigate against potentially negative impacts of tourism, such as pollution. These benefits will
in turn contribute towards protecting the economic value of KNP. The development of Labuan
Bajo as a gateway to Komodo and the rest of Flores (the so-called ‘Komodo Gateway’ idea) will
therefore support the goals of the KCMI project and will serve as an important multiplier of
project benefits. Most funding for the ‘gateway’ has not yet been identified. More details on

the ‘gateway’ infrastructure developments planned by the local government are contained in
Annex 6.

1 World Bank, 2001.

12 The new regional government and fiscal allocation laws in 1999 granted Provincial governments jursidiction

over terrestrial seas (out to 12 nautical miles) and local governments jurisdiction for up to 4 nautical miles;
regulations to implement this legislation are still in the process of development. (Dahuri and Dutton, 2000).

'* A similar strategic choice has been made in the preparation of the proposed ADB-funded Marine and Coastal
Resources Management Project. Unlike the previous project, which worked largély with central government, the
new project has given much responsibility for site selection and implementation to provincial and district
BAPPEDAs, with the central Ministry acting primarily as facilitator and coordinator.
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e Conflicting Sectoral Priorities and Overlapping Jurisdictions

The issues of conflicting priorities of different sectoral programs and the lack of coordination
between the various government agencies active in and around national parks are clearly
manifest in KNP. As the park contains terrestrial, marine and coastal components, the number
of ministries and government agencies involved is astounding, and it has proved difficult to
elicit cooperation and support from these bodies.”* For example, fishing permits issued by the
district or provincial fisheries services for the area around Komodo include the waters within the
park boundaries and the PHK A does not have the legal authority to manage these fishing vessels

from the park. This problem has a major impact on the park’s resources but could easily be
eliminated by better coordination.

A strategic choice has therefore been made to create a fit between the marine and terrestrial
ecosystems and the institutions of management, through the development of the Collaborative
Management Agreement and associated coordination and consultation mechanisms to promote
effective partnerships between the various bodies with responsibility for KNP. Intersectoral
coordination will be promoted through high-level talks to resolve policy issues, particularly on
questions of enforcement and tourism. Positive working relations with the newly created

Ministry of Marine Affairs and Fisheries will be crucial to the effectiveness of park
management.

¢ New Self-Financing Experiment for National Parks

The Ministry of Finance has recently initiated a policy experiment within PHKA, to test new
park financing mechanisms and privatization of tourism management. KNP is one of three
parks selected as pilot sites, along with Gede Pangrango and Bromo Tengger, and it is expected
that these parks will-eventually become self-financing from the tourism revenues they generate.

Indeed, KNP is seen as having the best chance of achieving this financial seif-sufficiency in the
medium term.

This status as a “pilot site” allows KNP to experiment with innovative management structures.
So a strategic choice has been made to support the development of a tourism concession in the
park, to be operated by a Joint Venture (JV) company, composed of TNC and a local tourism
company, JPU. While government regulations require that tourism concessions be held by
private companies, the JV will never pay retums to JPU or TNC, but will reinvest all net
earnings into the park as stipulated in its charter. The rationale for setting up this joint venture
is based on the strong commitment of both partmers to supporting KNP, and the
complementarities between the conservation-oriented NGO and the tourism-oriented private
sector company. In September 2001, the Ministry of Forestry Protection and Nature
Conservation (PHKA) agreed in principle to the granting of this concession to the J'V and set out
the process by which this would be formalized. The concession agreement will give the JV the
authority to set and collect gate fees, establish and implement carrying capacity limits, and
develop a tourism licensing system. A separate tri-partite collaborative management agreement
between the JV, PHKA and the local government will set out further divisions of responsibility
between these three bodies in conservation management, monitoring and enforcement, and
sustainable livelihood activities. The JV is commuitted to building local park management

' In managing KNP, the Ministry of Forestry needs to coordinate with the activities of the Ministry of Marine
Affairs, The Ministry of Finance, the Ministry of Settlements, the State Ministry of Environment, the Ministry of
Regional Planning, the Minisiry of Imternal Affairs, the Ministry of Transportation, the Ministry of

Communication, the Navy, the Ministry of Agriculture, the Governor of NTT, the Governor of NTB, and the
District Heads of Manggarai and Bima.
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capacity, particularly that of the PHKA staff, and the performance of the concession will be

subject to independent monitoring, and will remain accountable to the Directorate General of
PHKA

C. PROJECT DESCRIPTION SUMMARY

The KCMI is intended to address the dynamic challenges and opportunities facing KNP in a
comprehensive program of investments, policy reforms, management interventions, community
development projects, and institutional strengthening. There are a number of factors that make
this entire initiative an important experiment both nationally and internationally. This
experimental nature lies in the following aspects:

e the testing of the new park management and financing models;

e the innovative partnering of an international NGO (TNC) with a local tourism operator
(JPU), local government and the park authority (PHKA), using a collaborative management
approach, with strong links to local community and private sector stakeholders; and

e the adoption of an adaptive management approach, to enable the project to respond to the

inevitable fluctuations and shocks that occur in complex ecosystems, and the changing
political environment.

These features of the project make it particularly useful as a model for protected area
management throughout Indonesia and indeed throughout the South East Asian region.

1. Project. Components (see Annexes 1 and 2)

The KCMI project will implement a series of actions consistent with the 25-year management
plan for Komodo National Park. These actions represent the GEF alternative and are not part of
the current baseline situation. An indicative budget showing the cost and funding allocations for
the project components is presented at the end of this section. However, it should be stressed
that the use of an adaptive management approach will only be possible if the budget remains
flexible, and it is likely that the allocations presented in the budget will change during project

implementation. At this stage, it is envisioned that the proposed GEF activities will include the
following:

Collaborative Management. A collaborative management approach will be developed for
KNP, based on a combination of mechanisms, agreements, and institutions to foster effective
partnerships between key stakeholder groups. This will include: (i) TNC and JPU collaborating
in a Joint Venture (JV) to run a tourism concession in the park, (i) a collaborative management
agreement between the JV, PHKA and local government to define the responsibilities for park
management; and (iii) a series of communication mechanisms to involve local community and
private sector stakeholders. An independent and transparent grievance mechanism will be set
up to deal with complaints that can not be resolved through the regular communication and
coordination mechanisms, and a participatory awareness-raising program will encourage the
collaboration of local communities in promoting conservation messages and undertaking on-the-
ground conservation activities.

Conservation Management. The project will strengthen the management of the marine and
terrestrial resources of KNP by undertaking a capacity building program for park staff,
developing a zoning system and implementing a series of resource use regulations adapted for
each zone. The project will also strengthen the enforcement of these regulations by initiating a
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skills development program for enforcement personnel, and investing in enforcement operations
(including the development of a patrolling system for both marine and terrestrial habitats) and
technology (such as boats and radios). The current priority is clearly to halt the destructive
fishing practices in and around KNP waters, although the enforcement of terrestrial resource use
regulations will also need to be addressed, to stop the poaching of game and the destruction of
the mangrove habitats in the park. This component will also involve a rehabilitation program
targeted at several degraded ecosystems and a management program for populations of key
threatened species, including dragons and sea turtles. In collaboration with the Zoological
Society of San Diego, an applied research program will also be set up in the park to support and
imform conservation management activities.

Tourism Management and Sustainable Financing. The project will establish appropriate
roles and responsibilities for park authorities, local communities, private sector operators and
other relevant bodies in the pursuit of coordinated and sustainable tourism development. The
project will involve the development and implementation of a tourism marketing strategy for
KNP and some improvements in the tourism facilities and services available in the park. The
project will also carry out studies to determine the carrying capacity of KNP for a range of
tourism activities and resource uses, and will establish impact mitigation plans and guidelines
for tourism development in the buffer zone. The sustainable financing strategy will include
implementation of a park entrance fee system that rapidly increases gate fees for international
visitors from the. current US$2 to US$20 per person and supplements these with other user fees
for selected activities, such as diving and dragon watching. A large share of this revenue will be
retained for direct support to park initiatives such as enforcement, zoning, monitoring, and staff
training. The project will negotiate revenue-sharing arrangements with the district and
provincial governments in the context of the emerging decentralization policies, to channel a
proportion of park revenue to local sustainable development initiatives.

Incentives for Sustainable Livelihoods. This component will involve the following elements:
(1) scoping of appropriate alternative livelihood schemes for pelagic fishing, mariculture, and
seaweed farming aimed at promoting the sustainable use of marine resources; (i1) grants to
address urgent community-defined welfare needs; and (ii1) support for sustainable enterprise
development by local community members, through the provision of technical assistance and
micro-credit via the Sustainable Enterprise Fund. This fund will be administered locally by a
committee of community leaders, which will review funding proposals from villages within the
park and buffer zone. Enterprises will be selected based on their ability to generate economic
returns and contribute to the conservation of natural resources.

Monitoring and Evaluation. A project-wide monitoring and evaluation plan will be developed
and implemented, involving annual internal assessments by all key stakeholder groups and three
external, independent reviews by IUCN and UNESCO. The project will also include a
comprehensive set of biological monitoring programs, for both the marine and terrestrial
resources and ecosystems of KNP. Resource use and tourism impacts will be continuously
assessed, in order to support conservation and tourism management activities. ' The performance
of key institutional structures of the project, and the effectiveness of park management will also

be the subject of monitoring and evaluation, using self-assessment methods and extemal
reviews.
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Component Total Costs GEF TNC* Park
] Revenue
USSM % of USSM USSM USSM
Total

1. Collaborative Management 1.6 9.8 0.5 0.9 0.2
1.1.  Establishment and Operation of Joint Venture 0.4 24 0.1 0.2 0.1
1.2, Collaboration with Public Sector Stakeholders 0.2 1.0 0.1 0.1 0.05

1.3.  Collaboration with other Stakeholder Groups 1.0 6.3 0.3 0.6 0.1

2. Conservation Management 6.2 37.6 1.9 2.2 2.1
2.1.  Development and Capacity Building of Park Staff 1.9 i1.3 0.6 0.7 0.6

2.2. Rehabilitarion and Species Management 09 5.6 0.3 0.3 0.3

2.3. Research 10 Support Conservarion Management 0.9 5.6 0.3 0.3 0.3

2.4.  Development of Zonation System Resource Use Regulations 0.6 3.8 0.2 0.2 0.2

2.5, Strengthened Enforcement 1.9 11.3 0.6 0.7 0.6

3. Tourism Management and Sustainable Financing 4.2 25.5 1.3 0.5 2.2
3.1. Managing the Impacts of Tourism _ 1.3 7.9 0.4 0.2 0.7

3.2.  Achieving Financial Sustainability 2.8 17.0 0.9 0.3 1.6

4. Incentives for Sustainable Livelihoods 2.5 '15.2 0.8 0.7 1.0
4.1. Scoping of Alternative Livelihoods 1.3 7.9 0.4 0.4 0.5

4.2. Community Development Grants 0.3 1.8 - 0.2 0.1

4.3.  Micro-Enterprise Development 1.1 6.7 0.4 0.2 0.5

5. Monitoring and Evaluation 2.0 12.1 0.6 0.5 0.9

3.1. Development and Implementation of a Monitoring and s

Evaluation Plan _ 0.1 0.6 0.03 0.02 0.05

5.2. Biological and Resource Use Monitoring 1.3 7.9 0.4 0.3 0.6

5.3. Collaborative Management Monitoring and Evaluation 0.4 2.4 0.1 0.1 02
5.4, Reporting and Certification 0.2 1.2 0.06 0.05 0.09
Total 16.5 100.0 5.0 4.8 6.7

Note: Numbers may not add up due to rounding. Allocations may change during project implementation.
* This reflects funding mobilized by TNC from a variety of donors and other institutions, including San Diego Zoo.

2. Key Policy and Institutional Reforms Supported by the Project

The project will support:

e recent reforms initiated by the Ministry of Finance, to be implemented by PHKA, to
privatize tourism management functions in national parks and to test new park financing
mechanisms — specifically, to test the feasibility of selected national parks (including KINP)
becoming self-financing from the tourism revenues they generate;

e the implementation of the 25-year management plan for KNP, elaborated in 2000 by PHKA
and TNC, including plans to develop a tourism management strategy, to remove existing
perverse incentives currently driving biodiversity loss and to introduce both positive and
negative incentives to encourage sustainable use of the park’s natural resources;

o the establishment of a collaborative management structure, which will provide a unique
policy experiment for national parks in Indonesia, by bringing together the park authority,

local government, an international NGO and a local tourism company, with input from other
local stakeholders; .

e the provision of technical advice to provisional and national legislators during the current
revisions of regulations in the natural resource sector, and the formulation of new
regulations on conservation and sustainable use; and

e an awareness-raising program for the government Ministers, legislators and members of
parliament, to increase their awareness of the threats from destructive fishing practices, the
constraints to park management, and the need for collaborative management.
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3. Benefits and Target Populations

The key benefits expected from the project and the groups most likely to gain from the project
outputs are outlined below. The project will also provide important global environmental
benefits by better conserving the unique ecosystem of KNP, and will provide valuable lessons
for the management of other national parks in Indonesia and elsewhere.

Outputs Key Benefits Expected Target Popuiations
Collaborative e strengthened park management capacities e TNCand JPU JV*)
Management e  more inclusive management structure e  PHKA —national and local level
Agreement s  Local government
(CMA) for KNP »  Local communities, entrepreneurs, and
other stakeholder groups to be associated
with the collaborative management
approach
Conservation » training for PHKA staff e  PHKA staff
Management »  better-informed decision-making for park management o« JV*!
e  management activities tailored to specific biodiversity e  local communities
needs of different zones o local police and the fisheries enforcement
s  decline in destructive fishing practices and poaching branch of the Navy
incidents
» increased capacity and effectiveness of surveillance
operations :
Tourism e  better coardination of tourism services in the region e dive, tour and hotel operators
Management and | o  increased revenues from tourism available for park e  local households involved in tourism
Sustainable management services (home-stays, restaurants, etc)
Financing s improved tourism facilities and services in the park e tourists wishing to visit KNP
' e share of revenue for local governments . JVE
=  achievement of self-financing goal for KNP e  PHKA —rnational and local
e local governments
Incentives for e  source of legal income-generating opportunities »  local participants in the alternative
Sustainable e financing of local biodiversity-enhancing enterprises livelihood schemes
Livelihoods »  reduction in local exploitation of KNP’s natural s local beneficiaries of the fund
TeSOUrces e  those employed by the enterprises funded
. local communities and local economy
Monitoring and » facilitating adaptive management «  all stakeholder groups involved in project
Evaluation e  promoting accountability in park management

*Benefits to TNC and JPU are the ability to protect the park. As noted below, no net returns will be paid to the investors.

4. Institutional and Implementation Arrangements

These arrangements for project implementation represent the current thinking of the project
design team. The Board of Directors of the IV will need to determine the most appropriate
procedural and personnel arrangements for project implementation, based on its negotiations
with PHKA and local government, concerning the concession agreement and the collaborative
management agreement. Hence, some of the details presented here may change and evolve
during the early stages of the project.

Project Coordination and Oversight. The shareholders of the Joint Venture will appoint a
highly qualified professional manager as President Director, who will oversee all project
activities. The President Director will be supported by a Deputy Director based in Labuan Bajo,
who will be in charge of coordinating the day-to-day activities of the JV. The Deputy Director
will be the main liaison point between the JV and the local PHKA and district-level
government, both of which are also based in Labuan Bajo. To ensure continuity with the TNC-
supported work in KNP, TNC will second at least one senior member of its Bali-based coastal
and marine conservation program to the JV for at least a two-year period. TNC will also

17




transfer its Komodo field assets (including boats, vehicles and office equipment) to the JV.
Coordination between the JV partners will be maintained by monthly meetings of its Board of
Directors.

Project Implementation. The project will run for a period of seven years. A total of 25 senior
ranger level staff and 100 ranger level staff will be employed in the field. The rangers will
remain responsible for park enforcement activities. These staff will be selected from the
existing staff of TNC and PHKA working in KNP, on the basis of their capacities and
willingness to take on new responsibilities and learn new skills for the implementation of the
project. The TNC staff recruited will resign from TNC and be employed by the JV, while the
PHKA staff selected will remain on the payroll of PHKA, and their salaries will be topped up by
the JV, bringing them into line with the salaries of the JV’s own staff. The JV, PHKA and the
Bupati of Manggarai district will negotiate the exact nature of their collaboration, and the roles
and responsibilities of each party. It is anticipated that the concession agreement will have been
finalized and the collaborative management agreements will also have been drawn up by the
start of project implementation.

Funding Arrangements, Accounting, Financial Reporting and Auditing Arrangements.
The Joint Venture will be the recipient of the GEF grant. The finance and administration
manager in the JV will handle all funds and be responsible for all internal controls, accounting
and financial reporting. All project accounting, financial reporting and auditing will be done in
accordance to standards acceptable to the IFC. Annual project plans will be prepared prior to
the conclusion of each calendar year. An independent financial audit will be performed
annually. The JV’s community development manager will be designated as the administrator of
the Community Development Grants (CDGs). After grants have been approved, the
administrator will be responsible for keeping financial records, disbursing funds, and monitoring
grant use. Award rtecipients will be required to designate an individual responsible and
accountable for managing award funds. The tourism/enterprise manager will be responsible for
coordinating the Sustainable Enterprise Fund, liaising with the selected micro-credit provider,
and providing annual financial reports on the fund’s operation.

5. Monitoring and Evaluation.

Monitoring of project activities will be performed annually by the JV and PHKA, in
consultation with all key stakeholder groups (see Annex 2 for details). The results of these
annual assessments will be documented in a ‘State of the Park’ report, to be produced and
disseminated in both English and Bahasa Indonesia by PHKA and the JV. The regular
assessments, and the comprehensive program of biological, resource use and tourism impact
monitoring, will allow for adaptive management and project planning. Management
effectiveness will also be monitored, using the guidelines set out by the World Commission on
Protected Areas (Hoskins et al, 2000). External reviews of the project will be conducted at end
of years 3 and 6 and again at project completion.

D. PROJECT RATIONALE
1. Project Alternatives Considered and Reasons for Rejection
Linkage with related private tourism development project

The project idea to support the management of KNP was put forward at the same time as a
request for [FC funding from a private entrepreneur to support expansion of his eco-tourism
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facilities in the region. So the two main alternatives to the current form of the project were to
Limit the intervention to (i) supporting the work of PHKA through a GEF grant, or (i1) providing
IFC financing to invest in the private tourism development. However, the first of these two
alternatives would have failed to address the need for increased tourism revenues to ensure the
financial security of KNP, while the second alternative would not have assured any
improvements in biodiversity conservation. Thus it was decided to combine the strengths of all
the different partners, including PHKA, TNC, and the tourism company, by pursuing the
tourism developer’s request for IFC funding while developing the GEF-funded project for KNP.
The interdependencies of the two types of intervention mean that success of the KINP project
relies on increased tourism in the region, and the economic feasibility of the expanded eco-
tourism facilities is dependent on the conservation of KNP as an attractive destination.

Institutional Changes in Park Management

Considerable discussions took place during the initial design stages on the most appropriate
institutional arrangements for park management. Four options were considered: (i) maintaining
the status quo, with one or two personnel changes; (i1) forming a coalition of key stakeholders in
support of KNP, as an influential lobby group; (iii) forming a j oint venture (JV) company and

applying for a tourism concession for the park; and (iv) establishing a new foundation with full
management authority.

It was felt that neither options 1 or 2 represented enough of a change to provide the innovative,
vigorous approach needed to make significant improvements to the shortcomings and
institutional weaknesses of PHKA. Option 4 was attractive because of its straightforward
approach to overall park and tourism management. However this option had several
disadvantages, including a lack of existing enabling legislation, and potential conflicts with
. PHKA, as the authority would have had to give up its responsibility for park management. Thus
it was decided to follow option 3, and to establish a separate collaborative management
agreement between the JV and PHKA, and district government, to set out the responsibilities of
each party in the management of the park. ‘

' Composition and status of the joint venture

The project design team considered a number of organizations and companies as possible
partmers for TNC in the joint venture (JV). The possibilities of IFC, PHKA, and local
communities holding shares in the JV were considered, but it was finally agreed that the
parmering of TNC and JPU is the most appropriate combination. PHKA will still maintain a
role in park management, but through separate collaborative management agreements, and the
involvement of local communities will be assured through their representation in the
Community Coordination Forum (Rapat Koordinasi). The alternative of setting the JV up as a
not-profit-making body was also debated but this was ruled out due to legal impracticality. It
was decided to establish the JV as a for-profit company whose charter directs that that any
profits earned will be fed back into conservation. This will give the JV respect among the other

commercial bodies involved in the area, while maintaining its credibility as an institution with
conservation as its bottom line.

Type of concession
There are very few legal or institutional precedents in Indonesia for the granting of a concession

in a national park to such a joint venture. The project design team held high-level discussions
with PHKA to decide which type of concession to apply for. Although the original idea was
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that the TV would take control of both conservation management and tourism management, the
granting of a conservation concession to the JV is not possible under current Indonesian
legislation. Hence it was decided to apply instead for a tourism management concession and to
negotiate the sharing of other management responsibilities through separate collaborative
management agreements with PHKA.

2. Major Related Projects Financed by the Bank and/or Other Development Agencies
(completed, ongoing, and planned)
Sector Issue Project Latest Overail
Performance
(for GEF projects, entry into GEF work program) Ratings
[for non-GEF projects, implementation start-up date] (Bank-
financed
projects only)
Bank-financed Kerinci Seblat Integrated Conservation and Development Project (1993) S
e  Biodiversity Coral Reef Rehabilitation and Management Project (1997) 8]
conservation in
protected areas. Maluku Conservation and Natural Resource Management Project (1999)
Other development UNDP:
agencies

. Strengthening Management of Kutai and Lore Lindu National Parks (1998)
e  National park )

management Developing a Model for Ecosystem-based Conservation in Halimun-Salak,
West Java (PDF A approved 2000)

ADB:

Marine Resources Evaluation and Planning {1993-1958]
e  Coastal zone
planning and Coastal Communities Development and Fisheries Resources Conservation
participatory coastal | [1997] :
resources
management Marine and Coastal Resources Management Project [proposed]
USAID:

Natural Resources Management (NRM) Program [1992]
Coastal Resources Management Project [1997]
Community-based Marine Resource Management in Central Maluku, Irian

Jaya [1997] 4_{

Project Ratings: HS (Highly Satisfactory), S (Satisfactory), U (Unsatisfactory), HU (Highly Unsatisfactory)

3. Lessons Learned and Reflected in Propesed Project Design

The KCMI project draws on lessons learned from protected area projects in South Africa, East
Africa and the Galapagos, particularly in regard to private sector involvement, sustainable
finance, and community development issues. It also draws on the experience of several
established conservation projects in Indonesia, including the World Bank Kerinci Seblat ICDP,
the USAID Coastal Resources Management Project (CRMP) and Natural Resources
Management (NRM) Program, and the completed ADB Marine Resources Evaluation and
Planning Project (MREP). More recent projects, including the World Bank Coral Reef
Rehabilitation and Management Project (COREMAP) and Maluku Conservation and Natural
Resource Project (MACONAR), and the ADB Marine and Coastal Resources Management
Project (MCRMP) will yield further lessons. The major lessons learned can be summarized as
follows: “The most appropriate models for marine conservation probably require integration of
the PA within a regional integrated coastal zone management strategy and depend on local
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support and community stewardship to protect and sustainably use marine resources.””® The
lessons generated from related projects and the reflection of these lessons in the design of the
K.CMI project are summarized below.

The KCMI project will take active steps to share experiences with these ongoing initiatives and
facilitate replication of project successes. These efforts will include, for example, reports of the
internal assessments and external reviews of the project, joint training programs with related
projects in the region, and exchanges of information and lessons learned at relevant workshops.
If early results are available, they will be presented at the Parks Congress in 2003. IFC will
make every effort to disseminate the experience and is already considering how to incorporate
the lessons in two future projects.

3 World Bank, 2001.
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4. Indications of Recipient Commitment and Ownership

The Joint Venture (JV) between TNC and JPU will be the recipient of the GEF grant.
The commitment of both these parties to the conservation of KNP’s biodiversity has
been demonstrated by their long-standing commitment to the area. TNC has been
providing financial and technical assistance to the local PHKA team since 1996. The
organization has already invested US$2,000,000 in KNP, for park planning,
facilitation of enforcement, long-term coral and fish monitoring programs, community
awareness programs, alternative livelihood programs, and training for park rangers
and community members. TNC has also committed its time and resources to tackling
the legal and institutional issues imvolved in setting up the joint venture with JPU.
From TNC’s point of view, the formation of the JV and the operation of the
concession is in line with the organization’s policy of handing responsibility over to
local groups and gradually withdrawing its support as projects become self-financing.

For its part, JPU — an Indonesian pature based tourism company with hotels in Java
and Bali and potential commercial interests in Labuan Bajo — has been a key ally for
TNC and KNP, and has sponsored considerable media coverage of the park and the
ongoing conservation efforts, through newspaper articles, magazines, travel marts,
and trade shows. The company has also sponsored eco-tourism workshops,
documentaries on Komodo, and journalist visits to the park, as well as facilitating
several high profile government meetings in and visits to KNP. In all, the company
has already provided an estimated US$50,000 of in-kind support for conservation and
promotion activities for KNP. Furthermore, the CEO of the company chairs and is a
member of several national and international tourism networks and in this capacity is
instrumental in marketing KNP as a high end tourism destination. The company will
bring its tourism business and marketing expertise to the concession, as an ideal
complement to TNC’s conservation and community development experience. As
noted above, both JPU and TNC have agreed that all profits of the JV will be re-
invested in the park. The indirect benefit will be a well-managed park, which is the
premise for the company to develop its 200 ha of land around KNP and in West
Flores for high end nature based tourism facilities.

The intensive efforts by TNC and JPU to obtain a tourism concession for KINP and to
negotiate the sharing of park management responsibilities with PHKA has given the
JV partners a strong sense of ownership in the project and a large stake in its success.

Government ownership of this project is also high, as evidenced by the fact that the
local-level PHKA team committed itself to developing the 25-year management plan
for KNP, along with TNC, and the fact that central-level PHKA has taken

considerable efforts to develop new policies for park financing and partnering with
other institutions.

5.  Value Added of Global Support in this Project

GEF support will secure the more effective and sustained protection of a globally
important storehouse of unique terrestrial and marine biodiversity. GEF funding will
also allow the development of a sustainable financial strategy for the park and a long-
term financial security that would otherwise not be possible. GEF support will
provide much-needed global visibility to KNP, which will help raise international
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awareness about the urgent need to tackle environmentally destructive activities in the
area. GEF involvement will also be a key lever in convincing local and provincial

governments of the global significance of KNP and the crucial need for their support
of the park.

The project will build on similar GEF-financed initiatives in Indonesia, including the
Kerinci Seblat Integrated Conservation and Development Project, the Coral Reef
Rehabilitation and Management Project, and the Maluku Conservation and Natural
Resources Project, and will contribute valuable lessons for national parks elsewhere in

Indonesia and in other South Fast Asian countries.

E. ISSUES REQUIRING SPECIAL ATTENTION

1a.

Some key economic data for Komodo National Park are as follows:

Economic Analysis (supported by Annex 6)

Demographic Information Value
Total Land Area 41 000 ha
Total Marine Area 132 000 ha
-Total Marine Area (Coral) 1700 ha
Population of Kecamatan Komodo (People) 38 000
Population of Park Area (People) 3200
Population of Park Area (Dragons) 2 400
Number of Doctors in Kecamatan Komodo 1
Annual Visitors 1996/97 32174
Annual Visitors 1999/2000 15599
Proportion Foreign Visitors 1997 94%
Proportion Foreign Visitors 2000 87%
Economic Information Value
Number of Hotels and Home Stays in Area 36
Median Per Day Cost for Room & Board <§5
Average Park Entry Fee 2000 52
Proposed Park Entry Fee 320
Per Capita GDP in Kecamatan Komodo $123/yr
Proportion Attributable to Fishing 24.9%
Proportion Attributable to Tourism 1.2%
Typical Income from Blast-Fishing >3$1 140/yr/person
Potential Income from Seaweed Farming $1 200/yr/person
Estimated Economic Benefits of Conservation $3.5 million/yr
Seven Year Cost of Management Plan $16.5 million
NPV of Conservation Initiative (@ 10%/yr) $1.24 million

24




Benefit Cost Analysis (see Annex 6)

A base case scenario for the Benefit Cost Analysis (BCA) was developed that reflects
a most likely scenario for incremental park investments and associated benefits of the
conservation project. The BCA focused on the most significant quantifiable benefits,
to provide an order of magnitude basis for judging economic efficiency.

For the BCA, present value costs and benefits are estimated based on a 10% real
discount rate. From a national (Indonesian) perspective, the net present value (NPV)
of the net social benefits of the project is US$1.24 million. The NPV at a 5%
discount rate 1s US$9.22 million; at a 15% discount rate the NPV is minus US$1.48
million. The results indicate the overall economic efficiency of undertaking a
conservation project of this type in the base case. '

1b.  Incremental Costs (supported by Annex 4)

Baseline and GEF Alternative. Under the baseline scenario, a minimal level of
support would be provided for park activities, the majority of which would be spent
on the park staff salaries. This baseline level of financing would rule out a
comprehensive implementation of the 25-year Management Plan for KNP. The
without project scenario would most likely be limited to trying to tackle the most
immediate concerns, in this case maintaining a minimum enforcement presence to
limit destructive fishing practices. However, the inevitable infrequency of patrols and
the lack of adequate equipment would make this effort of very limited effectiveness.
A continuation of some additional activities, such as the alternative livelihoods
program, would also be envisaged, albeit at a severely reduced level. Under the GEF
alternative, the government and the JV would be able to undertake a much more
comprehensive and effective program to ensure the conservation and sustainable use
of the biodiversity in KNP, based on the implementation of the 25 year Management
Plan for the park. This would include the collaborative management, conservation
management, tourism development, sustainable financing, alternative livelihoods, and
monitoring and evaluation programs described elsewhere in this document.

Incremental Expenditures. The total expenditure under the Baseline Scenario is
estimated to be US$812,000 while the total expenditure under the GEF Alternative is
estimated to be US$16,500,000. The incremental expenditures under the GEF
Alternative are therefore US$15,688,000.

Incremental Costs. The incremental expenditures are partially offset by an
incremental domestic benefit of US$8,755,000. This benefit would not have been
realized in the Baseline Scenario and is primarily associated with entrance fees
captured by the park, plus associated user fees, other sources of park revenue, and
consumer surplus. The net result is that the incremental cost of the base case GEF
Altemnative 1s US$6,933,000.

The incremental costs (funded by GEF) associated with the global benefits of the
KCMI project are estimated at US$6.93 million in the base case.

It is on this basis that GEF assistance of US$5 mullion is requested.
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Project Component Baseline Scenario | GEF Alternative | Inecremental

(US$ Million) (US3 Million) Expenditures
(USS Million)

Collaborative Management 0.0 1.6 1.6

Conservation Management 0.5 6.2 5.7

Tourism Management and 0.0 42 4.2

Sustainable Financing

Incentives for Sustainable 0.2 2.5 2.3

Livelihoods ‘

Monitoring and Evaluation 0.2 2.0 1.8

Total 0.8 16.5 15.7

Note: Numbers may not add up due to rounding.

Cost Effectiveness. This level of international conservation expenditures provides a
cost-effective mechanism for protecting an important habitat; the expenditures at such
a level translate to a transfer of US$808/km?/yr for protection of the total area.
Typical conservation expenditures around the world reflect international interventions
corresponding to approximately US$25/km*/yr to US$2,500/km*/yr of protection.
This initiative therefore provides an opportunity to implement relatively efficient
conservation expenditures.

2. Financial
Financial Impacts of Fuel Price Deregulation on Alternative Livelihood Schemes

The financial viability of some of the alternative livelihood activities (and some
unsustainable activities) will be impacted by the planned deregulation of fuel prices.
Thus, for example, the removal of subsidies will marginalize cyanide fishing, while
also potentially undermining efforts to promote a sustainable pelagic fishery as an
alternative livelihood. The project will therefore make contingency plans for this
coming deregulation, to ensure that some of the alternative livelihood schemes being
tested are less prone to fuel price shocks, and to provide extension services related to
such alternatives will in advance of planned fuel price increases.

3. Technical

The adoption of an adaptive management approach to park management will require
the establishment of systematic biodiversity assessments and monitoring of all key
species and environmental variables. The project will support an expansion of the
current monitoring program of coral and fish, to include arboreal animals (juvenile
dragons), terrestrial animals (Komodo dragon, deer, water buffalo, horses, pigs, turtles
and scrub fowl), vegetation (across all major habitats), cetaceans, and environmental
variables (including temperature and humidity levels, water quality, and habitat
disturbance). The 25-year management plan for KNP includes technical details as to
the preferred methods, locations, and frequencies of these monitoring activities, and
San Diego zoo will participate in the development and implementation of the
terrestrial monitoring system.

The development of alternative livelihood schemes will include careful screening to
ensure that the activities promoted are technically, economically, and environmentally
sound. In particular, the development of mariculture will require close monitoring to
identify any adverse environmental impacts. The project will assist ongoing efforts
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by PHKA and TNC to develop full circle aquaculture of high quality food fish, as a
promising alternative to wild capture and cyanide. This scheme will include the
establishment of a local hatchery for production of fingerlings to be used as ‘seed’
supply for local grow-out schemes, to enable the aquaculture to be a self-sustaining (“full-

circle’) system, since grow-out schemes using wild-caught juveniles would increase pressure
on the sedentary resources.

4. Institutional

The lack of precedent for a collaborative management approach in a national park m
Indonesia means that the institutional arrangements will need to be developed from
scratch, and will probably involve a certain amount of trial and error before an
effective structure is achieved. The relationship between PHKA and the Joint
Venture (JV) is a crucial one. The restructuring of park management and the sharing
of responsibilities between PHKA, the JV and local government, in a collaborative
management agreement will necessitate new legal and institutional frameworks. The
key necessary changes have been identified and discussions are ongoing and expected
to finalized before the project is initialized. These arrangements can then serve as a
unique model for other national parks in Indonesia.

The institutional capacity and exact responsibilities of the Ministry of Marine Affairs
and Fisheries remains untested, and the initial stages of project implementation will
continue and intensify the discussions with the Ministry to establish a positive
working relationship and finalize the nature of their collaboration. Likewise, the new
administrative responsibilities and fiscal claims of the local and provincial
governments have still not been fully defined and clarification will require intensive
discussions.

Other new institutional structures to be established, or tested, by the project include a
community-run committee to administer the Community Development Grants and a
partnership arrangement between the JV and a local micro-credit provider, to establish
and operate the Sustainable Enterprise Fund.

5. Social

The success of this project is very much dependent on the extent to which it can
provide the different stakeholder groups — and particularty the resource users — with
the right incentives to conserve the park’s resources. The perverse incentives
currently in place are a major cause of biodiversity loss. These perverse incentives
include: (i) high financial gains from destructive fishing practices, with relatively low
risk of punishment, due to inadequate enforcement by park management; and (ii) the
granting of fishing licenses to crews from neighboring provinces, which include the
right to fish within KNP waters. Compounding these counter-conservation incentives,
is a lack of positive conservation-enhancing incentives, including: (i) the absence of
financially attractive alternatives to entice local fishermen away from destructive
fishing practices; and (ii) a lack of mechanisms for local communities to participate in

decision-making regarding park management, engendering little feeling of ownership
or commitment to conservation.
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The project will seek to redress these problems by:

e supporting ongoing environmental awareness-raising campaigns among local
communities; ' v ‘

e empowering local communities to participate in park management, through their
representation in the Community Coordination Forum (Rapat Koordinasi);

o facilitating development of the local economy, which will have a significant
impact on the per capita income in communities living in and around the park;

» providing local fishermen with economically-acceptable alternatives to destructive
fishing practices through the alternative livelihood schemes — which will also
enable them to break their economic dependency on middlemen; and

o tackling the fishing rights issue, through discussions with the MMAF.

The project will increase local communities’ security of tenure over the area’s
resources and will help create enforceable boundaries around village fishing areas.

These are both necessary conditions for enduring, self-governing common property
regimes.

The main gender issue to be addressed by the project is the need to develop
alternative livelihood programs appropriate for women as well as men — currently the
marine resource focus of these programs has meant that most of the benefits are
accruing to men (who make up the vast majority of fishers). Therefore the objectives
of the Incentives for Sustainable Livelihoods component will specifically include
women as a target group and the development of local family-based enterprises will
seek to support initiatives run by women as well as men. One activity which has
proved promising is the training of local women in new fish processing techniques, so
they can sell the fish products to the local homestays.

The major social conflict anticipated by the project design team reflects the
relationship between the local fishermen and commercial fishing crews from Korea,
Hong Kong and other Asian countries who use destructive fishing methods around
KNP waters. The external fishing crews are much better equipped and skilled in
destructive fishing practices than the locals and catch much larger quantities of fish,
with no regard for sustainability. They have also persuaded many local fishermen to
use the same fishing methods in KNP waters and then bring the fish to the mothership
moored beyond the park boundaries. As the project clamps down on these fishing
methods and seeks to raise local people’s awareness about the need to sustainably
harvest the fish ‘stocks, there is likely to be some degree of conflict with the
commercial crews who will try to continue operating near KINP.

6. Environmental and Social Review

The International Finance Corporation (IFC) is the executing agency for this project.
IFC requires an environmental and social assessment be carried out for the KCMI to
determine the project’s compliance with IFC and World Bank Group safeguard
policies and guidelines. The project is classified as “Category A” under Operational
Policy 4.01. As the project involves negligible amount of new construction, a full-
scalle EIA is not required. An Environmental Assessment Summary is under
preparation as a part of the project’s Environmental and Social Review.
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The environmental objective of the KCMI project is to protect the natural assets of
KNP and ensure their sustainable use. The KCMI is premised on securing the
biodiversity and marine gene-pool hub of the Banda-Flores Eco-Region, of which the
Komodo Archipelago is part. If successful, the KCMI and 25-year Master Plan for
Management will conserve a biodiversity storehouse crucial to the wider region. The
outcome will be a source of marnne species that, through both natural processes and
active human management/intervention, can replemish adversely affected marne
environments elsewhere, whether this adverse affect be due to man-induced
phenomena (global warming/coral bleaching, over-fishing, etc) or natural phenomena
(natural ecological perturbations, storm events etc).

The regional and cumulative impacts of KCMI and KNP implementation should be
largely positive, and indeed crucial given the immense and imminent threats to the
wider regional marine ecosystem.

The project will avoid the involuntary resettlement as defined under Operational
Directive (OD 4.30). The cessation of destructive fishing will create economic
displacement from those activities. However, the project will only curb fishing that is
unsustainable, which destructive fishing is, and will substitute alternative, sustainable
livelihoods for the local communities. Traditional, sustainable resource harvesting
will continue. Physical relocation from communities inside the Park will only be
encouraged by positive incentives. Should involuntary resettlement become
necessary for the objectives of the Park, the JV will be responsible for completing a
resettlement action plan (RAP) acceptable to the International Finance Corporation.
That RAP will be made publicly available both in the World Bank Group Infoshop
and locally for a 60-day period of public comment. Only after that period has passed
will the JV carry out the resettlement, and then only in accordance with the plan.

7. Participatory Approach

The KCMI project has followed a highly participatory process throughout the
planning stages and has already generated a great deal of local support for, and
awareness of, the objectives and planned components. The development of the 25
Year Management Plan for KNP was undertaken with the active involvement of
community leaders as well as a broad range of other stakeholders in the area, and the
ongoing community awareness and development activities of TNC and PHKA have
involved a high level of participation by local people, including the network of trained
conservation cadres in the villages. Training courses have been conducted to
familiarize PHKA staff and other local stakeholders with the use of participatory
techniques such as Participatory Rural Appraisal (PRA). The project components
themselves have been developed on the basis of consultations and discussions with a
wide range of stakeholders. The main participatory activities undertaken to date are
summarized below.



Participatory Stakeholders Involved Dates Outputs
Activity
Coordination Forum | Forestry, fisheries, and February | e Increased understanding of
tourism officials, mayors, | 1996 objectives of the park;
planning and police e Starting point for continuous dialog
officers, court ofﬁcials, among stakeholders;
legislators, mulitary, NGO e Integration of local stakeholders’
representatives and local concerns and interests in the
village leaders from Management Plan;
Komodo, Sumbawa and o Sirengthened local government
Flores. commitment on enforcement issues;
e Consensus on expanded park
: boundaries, including Banta Island.
Participatory Communities in and 1996 e [mportance and location of marine
Mapping of around KNP : natural resources for each village;
Important Fishing e Integration of this information into
Grounds the zonation plan.
Awareness-Raising | Communities i and 1996 * Continuous dialog on park
Program around KNP onwards objectives, impact of destructive
fishing practices, and participation
of communities in natural resource
- management. :
World Heritage Sites | Government officials, October | o Discussion of role of eco-tourism in
and Eco-tourism private sector tour 1999 national parks, particularly KNP.
Workshop operators, NGOs
National Workshop | National government February | « Discussions on feasibility of
officials from the 2000 innovative park financing
Ministries of Forestry, mechanisms;
Environment, Finance, » Exchange of experience with other
Planning, Tourism, conservation projects throughout
Marine Affairs and Indonesia;
Fisheries, representatives
from the Indonesian
Tourism Promotion
Board, international
NGOs (WWF, CI) and
World Bank.
Training Workshop | Local NGO staff and May e Identification and training of park
on Awareness- comnmnity members. 2000 conservation cadres to continue the
Raising awareness-raising work;

e Development of different media to
promote marine conservation
messages. '

Launch of Local and national July » Raised profile of the park
Management Plan government authorities, 2000 » Support generated for the
and the media. Management Plan
Tour Operators. 50 tour operators and February | « Promotion of sustainable dive
Workshop dive operators from Bali | 2001 tourism in KINP; ' ,
and Sulawesi. « Input of operators into user fee
issue;

e Identification of operators’ concerns
about likely project impacts on their
businesses.
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Study Tour of
Concession Team to
Galapagos

National, provincial and
local government
officials, director of

March
2001

Discussion of sirmlarities and
challenges facing the two parks
(tourism, marketing, litigation).

national parks, TNC and
JPU representatives.

In addition to these activities, the project planning process has also involved a series
of more focussed consultations with institutional and business stakeholders. During
2000 these have included:

e meetings with the Director General of Nature Conservation and Protection on the
financing strategy for KINP;

e discussions with the teams involved in innovative management changes in other

National Parks, including Gunung Leuser, Way Kambas, and Bunaken, to share
the lessons learned; and

s consultations with the boat and tour operators in Balt and Jakarta to discuss
tourism development in the region.

See Annex 8 for the complete stakeholder participation strategy for project
implementation.

F. SUSTAINABILITY AND RISKS
1. Sustainability

An analysis of the financial sustainability of the collaborative management structure
is included in Annex 7. The financial sustainability of the project will depend on the
park becoming self-financing by project end. This achievement in turn depends on-
the success of the project’s revenue-raising strategy, which aims to increase the
number of tourists and change the mix of tourists to include a higher-end clientele
who would be willing to pay substantially higher user fees. For this to happen, KINP
would need to be seen as a safe, easily-accessible tourism destination and this will
require significant improvements in its current image — tarnished by Indonesia’s
continuing social and political unrest, by a lack of reliable transport to the park, and
by the poor quality of visitor facilities and services presently available in the park.

Assuming that this revenue-raising strategy is successful, the tourism revenue
generated by the park should cover the recurrent costs of biodiversity and tourism
management, and should also provide incentives for the local governments and local
communities to commit to environmentally sensitive development and livelihoods.
By far the largest recurrent costs will be those related to marine enforcement
measures, although it should be possible to scale down these expenses as the
fishermen are made aware of the new tougher regulations and as the deterrent effect
of regular convictions of violators sets in. There should be little need for any major
new investments in the years following project completion, although some modest
investments may be required to fully establish a wide range of alternative livelihood
schemes (ALS), to reach significant numbers of households.
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The financial sustainability of the project also depends on the sustainability of the
new institutional arrangements for park management This institutional
sustainability in turn depends on, inter alia: (i) the legal standing of the concession;
(ii) the institutional stability of the Joint Venture and Collaborative Management
Agreement; and (iii) the maintenance of good working relations between PHKA, the
JV and local government.

Given the fact that the project creates a whole set of new institutional relationships,
and entails substantial changes to the traditional notion of park management, a good
deal of thought has been given to ensuring these changes can be sustained beyond the
life of the project. Thus, the following measures have been taken:

o the designation of a seven;year life-span for the project, to allow time for the new
institutional frameworks to be developed and consolidated,

« the partnering of local government, a Joint Venture company and PHKA, through
a Collaborative Management Agreement, to combine the strengths and resources
of each party; '

e the involvement of a broad range of stakeholders via a variety of mechanisms, to
build a strong constituency for project activities;

e the emphasis on creating viable alternative livelihoods for local people, to develop
a sustainable local economy based on the rational use of natural resources; and

e the strong element of monitoring and evaluation, to enable continuous assessment
of the project activities, and timely adjustments where necessary.

2. Critical Risks (reflecting assumptions in the fourth column of Annex 1)

The assumptions underpinning project design are listed in Annex 1, along with the
associated risks that would threaten the success of the project. A set of critical risks
has been identified and is outlined in the table below. Each risk is assigned a relative
rating from low to high. A description of risk mitigation measures for each risk is
also presented. ' '

One of the high risks for the project is that tourist arrivals and revenues do not grow
as anticipated. This risk can be reduced by improving the tourism experience through
upgrades in facilities and services and by developing a diversified marketing strategy.
However, these measures could be nuilified by regional or global political and
economic crises. Although political instability is beyond the control of the project, it
is worth noting that the area around Komodo and Labuan Bajo has been unaffected by
the political instability that has occurred in several parts of Indonesia. Another risk
rated as high is the inability to foster new tools for an effective enforcement system.
This risk will be addressed by working with local parliaments, judges, lawyers and
police to develop fair and adequate measures for reducing unsustainable resource use.
A third high risk factor is that few of the altemative livelihood schemes prove
workable. Such circumstance may emerge because of any number of reasons: failed
marketing schemes, unanticipated political turmoil, or persistent technical failures in
spite of diversification. The greatest asset for circumventing such problems will be



the presence of a competent adaptive management structure that is capable of
receiving input and insights from a wide range of stakeholders and translating that
information into appropriate actions.

In addition to these high risk factors, twa types of risk are rated as substantial. One of
these is reduced support over time for the tourism concession and related management
agreement. This could result from a change in government or from adverse publicity
about the project. To reduce this risk, it will be important to continue to develop
strong political support for the concession and collaborative management agreement
at the local, provincial and national level, including awareness building among
various stakeholders. Another substantial risk is that internal weaknesses in the
collaborative management parties result in the unsustainable resource use and
diversion of gate fees, thereby threatening financial sustainability. This risk can be
mitigated by carefully designed. internal and external controls including regular
momnitoring and review of the Joint Venture and the collaborative management

agreement. These risks will also be reduced by maintaining transparancey in all
operations of the JV. ‘

The overall level of risk facing the implementation of the project is evaluated as
substantial. The most important risks facing the project stem from the innovative and
ambitious nature of the project, as well as the perverse economic incentives to
degrade the resource base. However, the potential benefits of the project far outweigh
the risks involved, and the risks of not undertaking the project are of such magnitude

that biodiversity loss would almost be a certainty.

H (high), S (substantial), M (modest), N (negligible or low).

(U8}
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Risk Rating Risk Mitigation Measure
Tourism revenues in KNP prove inadequate (e.g. due to H Tourism marketing strategy will highlight relative
security concerns, or lack of quality infrastructure in the safety of Komodo and project will include upgrading
park) to cover park management costs. of visitor facilities and services in the park.
Enforcement effort seriously impeded by difficuities in H Intensive efforts to design and introduce appropriate
developing new legal tools. legislation and judicial improvements.
The alternative livelihood schemes do not provide H Selection of economically and socially viable
sufficient income, or are not tatlored to the needs of the livelihood alternatives and the concurrent use of fines
local people, and fishermen do not completely abandon and penalties to discourage destructive fishing
their destructive fishing practices. practices.
Reduced political support for the concession (e.g. after S - Generation of broad-based support for concession at
possible change of government) threatens its operation. district and national level and high-level awareness-
raising efforts.
- Transparent operations of the J'V.
Internal weaknesses in collaborative management parties S A robust system of intemal controls will be put in
result in the overexploitation of natural resources and the place and only qualified staff will be retained by the
diversion of gate fees, thereby jeopardizing the financial JV. Collaborative management operations will be
sustainability of the JV and KNP. subject to regular monitoring and evaluation.
Tourism demand is over-stimulated, to environmentatly An initial assessment of the park’s camrying capacity
unsustainable levels. and the imposition of strict controls on visitor levels.
Lack of sufficient constituency among key stakeholders The use of a transparent, consensus building
to support project. approach.
The anticipated development of Labuan Bajo does not The project will support local government’s plans to
materialize, severely limiting the area’s capacity for improve economic infrastructure in Labuan Bajo,
higher-end tourists. which in turm will make the area more attractive to
tourists and tourism developers.
Fuel price deregulation significantly increases project M Communities will be informed of the risks of cost
costs and reduces the economic viability of certain increases in advance, and alternative livelihood
alternative livelihood schemes. schemes that are less fuel-intensive will also be
developed.
New threats to KINP’s biodiversity emerge and can not N The continuous monitoring and evaluation of
be contained by the project. resources and resource use will be an important part
‘ of the project’s adaptive management approach.




Annex 1.

Project Design Summary

Hierarchy of Key Performance Means of Critical Assumptions and
Objectives Indicators Verification Risks
CAS Goal
Protect the poor, stabilize the
economy, and strengthen
Institutions to support
sustainable growth
Sector-related CAS Goal
Strengthen environmental Strengthened regulatory framework CAS updates and ESW The protection and sustainable use of
and social institutions -and enforcement; reversal of KNP resources and the institutional
environmental degradation; strengthening of PHKA will bring
generation of revenues; more effective sustainable economic, environmental
local institutions participating in and social benefits to the coastal
biodiversity conservation communities in and around the park and
will ensure the survival of globally
GEF Operational Program significant species and ecosystems.
Coastal, Marine and Healthy and sustainably managed Sector reports

Freshwater Ecosystems

ecosystems

Project Development
Objective

Global Objective

To conserve and sustainably
use the biodiversity assets of
Komodo National Park
(KNP}

Development Objective
Effective management of
Komado National Park
(KINP) based on a.
collaborative management
structure involving key
stakeholder groups, a system
of positive and negative
incentives to address the
underlying causes of
biodiversity loss, and the
development of long-term
financial security for the
park with sustainable
benefits accruing to local
communities.

Strengthened and more coordinated
conservation measures in operation
and widespread uptake of
conservation-enhancing livelihoods
based on the rationale use of the
park’s natural resources.

A more broad-based participation of
stakeholders in the management of the

" park.

Clear signs of improved park
management, including rehabilitated
ecosystems, the presence of upgraded
tourism facilities and services., and a
significant reduction in the use of
destructive fishing practices,
poaching, and other biodiversity-

. damaging activities.

By end of project, the park will have |

secured an ongoing source of income
to maintain project activities.

Local communities will have seen
clear and direct economic benefits
from having a well-managed, healthy
set of natural resources in the park.

Internal assessments by the
Collaborative Management
Agreement parties and
other key stakeholder
groups.

Independent external
assessments of park
management and
performance of the Joint
Venture (JV).

Social assessment
monitoring reports of
changes in household
livelihood strategies in
local fishing communities.

Records of enforcement
activities and of observed
number of crews engaged
in destructive fishing
practices.

Records of park’s finances.
Independent audit of park’s

financial resources and
assessment of park’s post-

-project financial security.

Social assessment
monitoring and evaluation
reports.

Ability and willingness of stakehoider
groups to work together.

Capacity of park staff to acquire new
technical, administrative and
participatory skills.

National and local level commitment to.
enforcement measures.

Technical and financial viability of
alternative livelihood schemes

Risk that altemnative livelihoods are not
sustainable, to be addressed by cautious
testing of alternative livelihood schemes
on offer and by following the existing
agreements and regulations on in-
migration.

Stabilization of political situation, and
the retum of an increased and
sustainable level of visitors to KNP.

Risk that a change in government
jeopardizes the concession agreement
between PHKA and the JV; to be
addressed by building up close
partnerships with both local and national
level decision-mekers.




Hierarchy of Key Performance Means of Critical Assumptions and
Objectives Indicators Verification Risks
Output 1

An effective Collaborative
Management Agreement
(CMA) for KNP is set up
and in operation, and
mechanisms for consulting
with and involving other
stakeholder groups are
functioning well.

Output 2
Conservation Management
in the park is strengthened.

Cutput 3

A tourism management
strategy is developed and
implemented, and
sustainable financing of park
management is assured.

The CMA will be established by end
of yr 1, as will the stakeholder
consultation mechanisms.

The JV will have been seen to take
account of the opinions and concems
of the stakeholder groups consulted.

Overall management of the park will
have significantly improved from an
initial baseline at beginning of project.

Park management staff will have been
provided with training in technical,
administrative and participatory skills.

A system of marine zoning and
regulations will have been set up by
end of yr 2, following a consultative
process with local communities (see
output 6). K

Management activities in the coastal
waters around KINP will have been
clearly tailored to address the
biodiversity objectives of each zone.

The number of observed illegal
fishing operations will have decreased
by at least 20% by end of yr 3, and by
40% by end of project.

Effective mitigation plans will have
been put in place to minimize adverse
environmental and social impacts.

Park entrance fees will have increased
ta US320, and a system of other user
fees will be functioning.

Revenue-sharing agreements will
have been negotiated with district,
provincial and national level
government by end of yr 1.

A licensing system will have been set
up, based on an established carrying
capacity, and will be operating
smoothly by end of yr 3.

Tourism facilities and services will
have significantly improved in the
park.

The tourism marketing strategy will
have shown significant resuits in
increasing tourism levels in KNP.

Official docurnents
detailing the composition
and mandate of the
collaborative management
structure.

Reports of stakeholder
consultation meetings.

Independent monitoring
reports on functioning of
the JV and the quality of
park management.

Reports of training
workshops.

Documents detailing the
marine zoning and
regulations.

Park management records,
documenting the use of
biodiversity assessments.

Independent assessment
reports of park
management.

Patrolling records.

Document outlining
tourism development
strategy and reports from
stakeholder workshops
heid to develop tourism
development strategy.

Park revenue records.

Legal documents of
revenue-sharing
agreements.

Licensing regulations and
records of numbers and
types of licenses granted.

Opinion polls of visitors to
KNP, at pre-project and
post-project stages.

The stakeholders involved perceive their
collaboration with each other as
worthwhile, with the benefits (social,
economic, environmental) outweighing
the costs (in terms of their time and
money).

Risk that the stakeholders not included
in the CMA become marginalized and
their voice is not heard; to be addressed
by the establishment of clear grievance
processes and independent assessments
of the degree and quality of
collaboration with key stakeholders.

Staff tumover in PHKA is not excessive,
to ensure continuity and sustained
impact of the capacity-building efforts.

Laocal communities are willing to adapt
their natural resource use to conform to
the conservation regimes of the marine
zoning system.

The foreign-based fishing crews can be
effectively excluded from Komodo's
coastal waters.

Risk that institutional weaknesses and
lack of political will undermine the
enforcement effort; to be addressed by
engendering high level support among
both local and national level government
officials.

Providers of tourism services agree on
priority needs and work together to
fulfill them.

The major barriers to tourism
development of the KNP regjon are
reduced, including problems of access.

The political situation in the region
stabilizes and KNP is perceived as safe
by high-end tourists.

Risk of tourism levels not matching the
predicted increase, wéakening the
financial sustainability of the park. To
be addressed by the development of an
effective marketing strategy and close
monitoring of its implementation.




Hierarchy of Key Performance Means of Critical Assumptions and
Objectives Indicators Verification Risks
Output 4.

[ncentives for sustainable
livelihoods are put in place.

Qutput 5.

A comprehensive monitoring
and evaluation program is
being implemented and is
being used to keep park
management responsive to
changing conditions.

Significant numbers of local
fishermen will have ceased their
destructive fishing practices and wiil
be participating in the alternative
livetihood schemes.

Those participating in the alternative
livelihood schemes earn enough from
these enterprises ta support their
households, with their average
incomes at least matching the
potential eamnings from other non-
destructive fishing practices.

Local households will have become
aware of the Sustainable Enterprise
Fund’s existence and will know how
to apply for funding.

By end of yr 2, applications to the
fund will have been processed with
an average turnaround time of 2
months or less, and 60% of the
enterprises funded wiil still be
operating after two years.

Projects sponsored by the
Community Development Grants will
have had a significant effect on local
people’s welfare.

The use of terrestrial biodiversity
assessments and monitoring systems
will have become standard practice in
the management of KINP by end of
yr. 5.

Reports on alternative
livelihood schemes.

Social assessment
monitoring reports of
participation in the
alternative livelihood
schemes and the
Sustainable Enterprise
Fund.

Baseline and monitoring
reports on natural resource
use by local communities.

Records of the Sustainable
Enterprise Fund and the
Community Development
Grants.

Social Assessments.

Monitoring reports.

Reports of external
TeViews.

The alternative livelihood schemes
prove technically and financially viable.

Beneficiaries of the Sustainable
Enterprise fund acquire sufficient skiils
in the technical and administrative
aspects of the enterprises funded, to
make them successful and sustainable.

The project can provide enough
assistance to a large enough group of
people to significantly reduce pressure
on the park’s natural resources.

Risk that the altemative livelihood
schemes will not provide sufficient
income for the fishermen to cease their
destructive fishing practices altogether,
to be addressed by the concwrent use of
fines and penalties for such practices.

Risk of the marginalization of
vulnerable househoids (e.g. poorer,
female-headed, or ethnic minority
households}), to be addressed by the
socio-ecomomic equity goals of the
Sustainable Enterprise Fund.

The monitoring programs produce
results that are sufficiently reliable and
timely 10 be used as a basis for
management decisions.
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Annex 2
Detailed Project Description

The KCMI project occurs during a very dynamic period within the local and national
economies, with newly emerging threats and opportunities for the conservation of the park’s
resources. As a result, adaptive management will be applied to reduce project vulnerability to
change. The continued economic stagnation and the persistent poverty levels create ongoing
mcentives for non-sustainable use of the local resources, and local institutional weaknesses to
enforce regulations that ban such non-sustainable use remain equally mmpoverished. The
effects of the decentralization of fiscal and development authority are gradually emerging, as
are the capacity and commitment of the local districts and provinces to the conservation of
KNP’s resources. In the meantime, substantial economic and institutional opportunities exist
for the park. Tourism recovery is expected to bring visitor numbers back to pre-crisis levels.
Local government acknowledges the potential for a ‘Komodo Gateway’ that will promote
economic development and tourism throughout the area, and the park has been granted special
status as a pilot area for testing management and fiscal models that might not otherwise be
consistent with current GOI park administrative policies.

Project Component 1. Collaborative Management (US$1.6 million).

The Collaborative Management component forms the basis of the KCMI project. The project will
adopt a collaborative management approach that comsists of a combination of agreements,
mechanisms, structures and existing institutions to synthesize the interests of all key stakeholder
groups and facilitate constructive partnerships between them. The main elements of the collaborative
management approach will be: (i) a Joint Venture between TNC and JPU: (ii) a concession agreement
between PHKA and the JV; (iii) a collaborative management agreement between PHKA, TNC and
local government; and (iv) additional collaborative mechanisms to involve other public sector bodies
and local community and private sector stakeholders.

Sub-Component 1.1:  Fstablishment and Operation of Joint Venture (US$0.4 million) (See
Annex 7 for details). )

During the final stages of project preparation, a Joint Venture (JV) between The Nature Conservancy
(TNC) and P.T. Jaytasha Putrindo Utama (JPU) was formed. The mission of this JV is to (i) enhance
the conservation of KNP’s biodiversity; (ii) achieve financial sustainability for the park through the
sustainable use of its resources; and (iii) ensure that local communities and other stakeholders share in
the benefits generated by the park. This mission is fuily consistent with the 25-year management plan
for KINP. Specific objectives of the IV are:

* To promote Komodo as an international nature tourism destination;
¢ To implement a self-financing plan for the park through a system of user fees;

 To strengthen the capacity of the national park authority to undertake conservation
management and enforcement through a collaborative management agreement; and

¢ To stimulate the development of an environmentally sustainable local economnty.

In order to fulfill this mission, the JV applied to PHKA for a tourism concession for KNP, and in
September 2001 PHKA agreed in principle to the granting of this concession. The tourism concession
will include the lease of the two entrance sites of KNP, Loh Liang (Komodo island) and Loh Buaya
(Rinca island). The concession will contract to the IV the authority to set and collect gate fees,
establish and implement carrying capacity limits, and establish a tourism Licensing system. A further
Collaborative Management Agreement (CMA) between the IV , the park authority and the local
government will set out other responsibilities of the JV for park management (see sub-component 1.2).
The JV will be staffed in part from the present KNP field staffs of both TNC and PHKA, with
additional staff hired as needed. The selection of qualified staff and an intensive program of capacity
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building will be undertaken to improve the quality of day-to-day park management. The current
combined staffing levels of PHKA and TNC operations in KNP are 149, and the planned staffing level
of the JV will increase this to 164 personnel.

Sub-Component 1.2:  Collaboration with Public Sector Stakeholders (US$0.2 million).

A tri-partite Collaborative Management Agreement (CMA) will be developed between the JV, the
PHKA and the Bupati of Manggarai district to define the responsibilities of each party for the
conservation and sustainable use of the natural resources in and around KNP. If the proposed park
extension is approved, the Bupati of Bima district would also be mcluded in the CMA. The specific
management responsibilities of PHKA and the JV will be set out in this agreement; for example,
PHKA will retain responsibility for enforcement activities in KNP while the IV will take the lead on
tourism management and marketing. The three parties to the CMA. will also develop mechanisms to
coordinate with other relevant public sector bodies, including the provincial governments, the local
departments of the Ministries of Tourism and Marine Affairs and Fisheries, the police and the fisheries
enforcement branch of the Navy.

Local Joint Venture Bupati
TNC JPU (Manggaral)

KNP
Collaborative Management
Agreement.

Sub-Component 1.3:  Collaboration with Other Stakeholder Groups (US31.0 million).

As far as possible, the project will make use of existing institutions and communication channels to
involve local stakeholders, including communities in and around KNP and tourism operators active in
the region. This sub-component will include the following activities:

- o Community Awareness. KCMI will base its awareness raising activities on TNC’s well-
developed program for communicating conservation messages to local communities.
Conservation cadres have already been selected from the target villages and are being trained in
participatory communication and consultation methods. These young people will be responsible
for undertaking a socio-cultural-economic baseline survey of the target communities, using
Participatory Rural Appraisal (PRA) techniques, and annual follow-up surveys. They will also
assist in the awareness raising activities to promote conservation of KNP resources. Methods to be
used in this program include:
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Toois for Community Conservation Target Audience
Awareness Program

Conservation-theme Newsletter and All local stakeholders
Calendar .
Zonation Information Sheet Fishermen. local government

Social Marketing tools:

»  Puppet shows e  Children

e«  Comic books s  Children .

e  Conservation video show e Teenagers in high school

»  Competitions (drawing, speech, e  Children and teenagers
slogan, billboard, poetry)

e  Sermons e Religious leaders

s Music «  All local stakeholders

Finally, a program of voluntary community conservation activities will be established, to
encourage local people to participate in, for example, beach cleaning, rehabilitation of coral reefs,
mangroves and seagrass areas, and the collection and treatment of used oil from boats.
Competitions, awards, and special campaigns will support these activities.

Stakeholder consultations. Stakeholder communication mechanisms will be developed to solicit
and receive suggestions regarding the project and feedback on project activities. These
mechanisms will build on the on-going consultations organized by TNC and will focus on two key
local stakeholder groups: (1) communities in and around the park, and (ii) local and Bali-based
tourism operators. In the case of local communities, the project will work through the Community
Coordination Forum (Rapat Koordinasi), an effective community-based communication and
decision-making mechanism that has been active in this area for the last ten years. A
representative of the Joint Venture will attend regular Rapat Koordinasi meetings every two
months, and the JV will call additional meetings of Rapat Koordinasi if and when urgent matters
arise. In the case of tourism operators, a JV representative will meet monthly with the recently
established Komodo Marine Tourism Association (KMTA), representing the Bali-based operators,
and the Labuan Bajo branch of the Indonesian Tourism Association (HPI Manggarai), representing
the local operators. The JV representative will present a report of each Rapat Koordinasi and tour
operators’ meeting to the Board of Directors, together with recommendations on how the
outcomes of these meetings should be taken into account by the project, through the adaptive
management approach.

Grievance mechanism. The JV is fully committed to addressing the concerns of stakeholder
groups and, wherever possible, will work through the stakeholder consultation mechanisms
outlined above to identify and try and resolve any emerging points of contention or conflict. To
deal with conflicts that cannot be resolved through these stakeholder consultations, an independent
mediation process will be set up and made available to stakeholders deemed to have a valid
grievance. Grievances may arise concerning, for example, the allocation of funds, licenses or
other management actions. A nominated spokesperson for the IV will act as first point of contact
for complaints, and will direct complainants in the first instance to the local branch of the national
legal aid association, Lembaga Bantuan Hukum Indonesia (LBHI), or similar organization, for
facilitated mediation. To allow for grievances that can not be resolved through LBHI, the Joint
Venture will establish an open and transparent agreement with an independent mediator to hear
cases. On a case-by-case basis, the JV will offer the services of this mediator and will cover the
costs of the complainants’ access to this dispute resolution process, including transportation and
meeting costs.
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Project Component 2. Conservation Management (US$6.2 million).

The objective of the Conservation Management Component is to improve the effectiveness of the
conservation of KINP’s resources through: (i) enhancing the capacity of park managers and other
stakeholders; (ii) providing the necessary resources for conservation management; and (iii) developing
systems for research and development that identify conservation priorities and monitor the impacts of
conservation management.

Sub-Component 2.1  Development and Capacity-Building of Park Staff (US$1.9 million).

The project will develop and implement a staff development strategy for all personnel working in
KNP. This strategy will consist of:

(1) assessing the staffing needs of KNP, reviewing the current TNC and PHKA staff and assessing
their ability and willingness to be retrained to fit their new and expanded roles;
(i1) retraining, recruitment and repositioning of staff, as necessary; and

(iii) developing a personnel management system, including staff incentive programs and a merit
based career structure.

The multi-faceted nature of the project will require park staff to fulfill a number of different roles,
including activities related to:

* conservation (sub-components 2.2 and 2.3);

* resource use regulations and enforcement (sub-components 2.4 and 2.5);

e tourism services (see sub-component 3.2);

¢ community development and enterprise development (see component 4); and
e monitoring and evaluation (see component 5). ‘

Staff unable to meet the challenges of these new activities will be offered the opportunity to move to
other PHKA offices or to take early retirement with compensation. Training of the retained park staff
will be undertaken as part of a comprehensive capacity building program for all key target groups, as
outlined below. This training program will be organized by the JV, in collaboration with PHKA and
the Bupati, and professional training resource centers. Training will be conducted over a one-year
period, in a series of workshops and training courses, and joint training opportunities will be. pursued
with other marine conservation projects in Indonesia, including COREMAP and MACONAR.
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Target Groups Training Topics

Park managers . site conservation planning;

. enforcement strategjes (see sub-component 2.5).
Park rangers . coral reef rehabilitation;

. mooring buoy installation and maintenance;

. diving;

- monitoring and inventory;

- socio-economic issues in marine conservation;

«  participatory technigues in marine conservation;
. English language and communication skills.

Fisheries managers . rale of marine reserve in fisheries management;
«  economic importance of conservation;

. aquatic ecology;

. boating skills and maintenance;

. ecological monitoring and inventory;

. law enforcement.
NGOs, conservation cadres, | o marine conservation;
extension workers « alternative livelihood development;

. World Heritage Convention;

¢ community participatory development;

. cross cultural awareness;

. community needs analysis;

. community based tourism;

. gender awareness;

. community conservation awareness;

. NGO working ethics;

- cultural, social, environmental and economic monitoring.

Policy and decision makers s economic importance of conservation;

. marine conservation;

s landscape ecology and regional spatial planning;
. PRA;

. conservation related laws and regulations.

Marine tourism  operators and | e marine conservation;
developers . environmental health;
. pollution threats;

. management skills.

Journalists and television producers = marine conservation;
. in-depth reporting of conservation;
. legal issues.

Sub-Component 2.2 Rehabilitation and Species Management (US$0.9 million).

Several specific terrestrial and marine habitats within the Park have been severely degraded.
Approximately 150 km?® or 25% of the terrestrial ecosystem of KNP has been severely degraded by fire
and the poaching of lontar palms. The mangrove habitat has also been degraded by local residents
cutting trees for fuelwood and construction materials. Large parts of the coral reefs have been
damaged by destructive fishing practices, including bombing and cyanide fishing. The project will
support research and monitoring to document the natural succession patterns in savanna, mangrove,
and coral reef ecosystems. This information will then be used to design rehabilitation pilot programs.
Similarly, the protection of threatened species — including Komodo dragons and sea turtles — will
require active management interventions, based on careful assessments of the demographic and
ecological factors involved. Interventions for species management include relocation, rehabilitation,
and habitat modification. The rehabilitation and species management activities currently being
considered include:

o Coral reef rehabilitation: The project will collaborate with a scientist from the University of
California, Berkeley, who is currently exploring methods to rehabilitate areas of coral in KNP
damaged by blast fishing. The research is investigating various methods to stabilize rubble
substrate, thereby enhancing the conditions for coral settlement. Rehabilitation of coral reefs will
only be undertaken in severely degraded areas unlikely to recover without intervention. These
include areas where there is a strong current and no hard substrate.
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® Mangrove rehabilitation: An initial assessment of the severity of mangrove degradation will be
used to develop a mangrove rehabilitation plan. Only native species will be planted and
restoration will attempt to mimic naturally occurring succession patterns and species associations.

e Control of non-endemic species: The introduction of non-native animal species, including dogs,
cats and goats, poses a risk to threatened endemic species, due to disease, predation, or
competition for resources. PHKA staff already undertake regular campaigns to shoot feral dogs,
which are known to prey on young Komodo dragons and compete with dragons for food resources,
such as deer, wild boar, rodents, birds and carrion. The project will consider supporting this and
other control programs. Non-endemic plants also pose a threat to the integrity of the park, and
weed infestation — dominated by prickly pear and a common herbaceous weed — has been
observed along walking trails. The project will initiate an assessment of the effects of trail
construction and use on weed dispersal (and on soil erosion) and will develop appropriate weed
control programs.

* Soil conservation: The study on trail-induced erosion will inform the construction and placing of
future trails and the maintenance of existing ones, to minimize erosion and run-off. Development
in the settlement zone will also seek to minimize erosion and conserve soils.

* Komodo dragon management: Given the small population sizes of Komodo dragons and their
primary prey species, Timor deer, local extinctions and inbreeding depression may occur. It may
be necessary therefore to actively manage these species through translocation or reintroduction of
individuals. The project will conduct a population assessment of both the source and target
populations prior to any such intervention. The genetic variations between the dragon populations
on Komodo, Rinca and Padar islands will be taken into account in any tramslocation or
reintroduction program. .

* Sea turtle protection: A recent preliminary field study has shown that wild boar causes high
mortality in sea turtle eggs in the Komodo area. Rangers have been protecting some of the nests
by erecting physical screens around them. After a further assessment of the problem is
undertaken, the project will consider supporting this protection program.

Sub-Component 2.3  Research to Support Conservation Mﬁnagement (US30.9 million).

This sub-component will be undertaken in collaboration with the Zoological Society of San Diego, as
part of a broader five-year program of collaboration between PHKA, TNC and San Diego zoo. In
particular, the zoo will support the establishment of research stations in KNP and will assist in the
collection and analysis of data on terrestrial wildlife and habitats. This assistance will include an
important element of park staff capacity building. The KCMI project will support the development of

" a comprehensive research program, on both terrestrial and marine resources and habitats. The actual
research agenda will be developed following an assessment of priority information needs. Topics to
be investigated could include, for example: (i) the reproductive biology of the Komodo dragon; (ii)

- grouper and Napoleon wrasse spawning behavior and aggregations; (jii) resource use of coral reefs and
consequences for protected area management. The project will seek co-financing from other
Institutions to support this research work.

Sub-Component 2.4  Development of Zonation System and Resource Use Regulations (US$0.6
million). '

The project will support the finalization of a zonation system for KNP and will seek PHKA
endorsement of this system and the associated regulations pertaining to each of the zones. Specific
follow-up activities will include physically marking the zone boundaries as appropriate, and
socialization of the zones’ boundaries to the stakeholders (printing zoning maps and their regulations).
Following on from the extensive consultations during the development of the zonation and regulations
systems, community discussions will be organized to elicit input from park inhabitants with respect to
the finalization and implementation of these systems. The park zoning and regulations will be
complemented by local legislation issued by.the district and provincial governments on, for example,
resource use and buffer zone development.

42



TNC and PHXA have already drawn up a comprehensive set of resource use regulations for KNP, as
set out in the 25-year Management Plan. These include, for example:

» Ban on the use of explosives for fishing in and outside the park;
e Ban on the use of poisons for fishing in and outside the park;
s Ban on the use of hookah compressors and scuba gear for fishing in the park and its buffer zones;
» Regulating fishing of milk-fish, and squids in the traditional use zones;
e Regulating sport fishing activity;
e Regulating waste and garbage management;
+ Anchoring regulations;
Regulating recreational dive activity.

The regulations will be discussed with all stakeholders, including the police, district attorney, local
parliament, local government agencies, communities, tour operators, hotels and restaurants, visitors,
and other park users. The role of conservation cadres and community awareness staff will be crucial
during this consultation phase. Regulations on tourism-related activities in KNP will be

complemented by the introduction of a licensing system for these activities (see sub-component 3.4
below).

Sub-Component 2.5  Strengthened Enforcement Regime (USS1.9 million).

The purpose of this sub-component will be to curb destructive fishing practices, halt poaching and
prevent further degradation of the mangrove habitat. Local communities are dependent on the fisheries
supported by the park to make a living, but destructive fishing practices threaten their livelihoods —
preliminary data clearly show that it is communities from outside the park that are having the most
damaging impact on the marine resources. Intensive patrolling is proving an effective measure to
decrease dynamite fishing, but cyanide fishing has been difficult to ban because profit margins are
large enough to allow for very large bribes. Therefore, strengthened enforcement will need to be
undertaken in close collaboration with local government, and in conjunction with the establishment of
exclusive use rights for local communities in selected zones of the park’s waters. The project will
fund recruitment, selection and training of the enforcement task force, and investments in enforcement
operations and equipment.

This sub-component will include the following activities:

o  Strengthening Enforcement. The project will support an intensive training program for park
rangers involved in enforcement to develop their skills, prepare them both physically and
mentally, and strengthen their teamwork. After completing an initial training program, newly-
trained staff will be employed in the field under the supervision of team trainers, to test their skills
and readiness. On-the-job training will be provided on a yearly basis to refresh the team and
review their individual and team performance. PHKA and the JV will also develop agreements
with other enforcement agencies including the coast guard, police and the enforcement branch of
the Navy, to collaborate their enforcement efforts in and around KNP. These agreements will set
out the authority and responsibility of each body over area coverage, and will establish standing

operational procedures and legal procedures. PHKA will retain legal authority as the lead
enforcement agency.

o Support for Enforcement Operations and Technology. The KCMI project will support the
development and implementation of an operational work plan for sufveillance and enforcement.
This work plan will set out guidelines for surveillance routes, communication, engagement rules,
boat inspection, schedules, codes of conduct, equipment use and maintenance. PHKA will take
the lead, in consultation with the JV and local government and with other bodies involved n
enforcement. A comprehensive patrolling system will then be established to cover both the
terrestrial and marine habitats of the park. Since all park boundaries are situated in marine waters,
boats will be the most suitable vehicle for patrolling the park. These boats will also function as
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mobile (floating) ranger stations and will be equipped with proper communication systems, armor,
field observation instruments, tender speedboats, supplies, and personnel. The boats will be
deployed primarily to monitor the most sensitive sites in the park such as spawning aggregation
sites and fragile dive sites. Their operation will be controlled by the park headquarters in Labuan
Bajo, via a reliable and secure radio communication system. The elements of the enforcement
system will therefore include:

* twelve terrestrial ranger stations (TRS);

s five wooden vessels as floating ranger stations (FRS);

e twice-weekly terrestrial and marine regular circling patrols (CP); and

* special deployment patrols (SDP) and surrounding park patrols (SPP) as and when needed.

The SDPs and SPPs will be undertaken in conjunction with other agencies and can be
assigned to patrol areas outside the park, as requested by local government. The project will
mvest in at least two 30 feet speedboats for regular patrols, transportation of personnel and
supplies to FRS and land-based ranger stations, and for response to emergency situations.

Project Component 3. Tourism Management and Sustainable Financing (US$4.2 miliion) (See
Anpex 9)

The objectives of the Tourism Management and Sustainable Financing Component are to: (i) manage
the impacts of tourism (sub-component 3.1); and (ii) increase revenue within the limits set by the
carrying capacity, to achieve financial sustainability for the park (sub-component 3.2).

Sub-Component 3.1  Managing the Impacts of Tourism (US$1.3 million).

This sub-component will seek to minimize the biophysical and social impacts of tourism through the
_ use of a variety of mitigation measures, based on an assessment of the park’s carrying capacities for
different tourist activities. This will require an iterative process of assessing the impacts, adjusting the
tourism management accordingly (as part of the project’s adaptive management approach), and re-.

assessing the impacts. The following activities are therefore only examples of the kinds of work that
will be undertaken:

e Carrying capacity studies. An initial assessment of the tourism carrying capacity of KNP
concluded that, with adequate management and infrastructure provision, the overall capacity is in
the order of 50,000 persons per year. Carrying capacities for particular tourist activities, including
diving, ‘dragon watching and cetacean watching, were also estimated (see Annex 9 for details).
These carrying - capacities may need to be adjusted following research on the effect of dragon
viewing on these animals’ behavior patterns (see. sub-component 5.2 below), as the continued
presence of well-adjusted dragon populations is crucial to visitor satisfaction as well as for the
mtegrity of the park. The project will support a more in-depth assessment of carrying capacities
for an expanded set of tourist activities, as well as other permissible activities such as construction
of visitor infrastructure, production of nature films in the park, commercial and subsistence
fishing, ‘and extractive use of terrestrial resources in the traditional use zones. These carrying
capacity studies will then feed into the design of mechanisms to control the level of certain

activities and/or management interventions to increase the carrying capacity of certain sites for
certain activities.

* Development of mitigation plans and guidelines. Mitigation plans will be drawn up in
consultation with tourism operators in the area and based on clear management objectives for the
tourism zones of KNP, to minimize the adverse effects and plan for the anticipated increase in
tourism levels in KINP. These plans will include the following controls:

e Introducing a bond system for tour operators that covers the cost of repair, salvage, and/or
rehabilitation in the event that resource damages occur;
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* Introducing a licensing system to deal with commercial tourism operations (e.g. minimal
quality standards for boats/ships/seaplanes, permitted activities, number of tourists,
requirements for fee collection, reporting, and codes.of conduct);

e Managing scuba diving and snorkeling (e.g. designation of approved dive sites for different
skill levels, limiting the number of divers per day at each site, code of conduct for dive
operators, and instructions to divers;

e Managing recreational fishing (e.g. designation of permitted areas, allowable species and

- sizes, bag limits, introduction of ‘catch and release’ system); ' ‘

¢ Managing cetacean watching (e.g. designation of permitted areas and times, types of vessels,
numbers of tourists, code of conduct regarding feeding and approach distances);

¢ Managing turtle watching (e.g. designation of permitted areas and times, numbers of tourists,
code of conduct regarding approach distances);

e Managing hiking (e.g. use of designated trails, mstallatlon of infrastructure and provision of
education and interpretation services);

. Managmg dragon watching (as for hiking, plus attention to dragon behavior issues — see sub-
component 5.2.

The objective of the licensing system for tour operators is to spread tourism impacts across
different sites and throughout the year. This system will be drawn up in close consultation with
the local and Bali-based operators and the allocation of licenses will follow an agreed and highly
transparent process, to avoid any allegations of favoritism of, or discrimination against, any
particular operators. Small-scale, local operators may require. some initial assistance to conform to
the minimum standards, to enable them to compete on a level playing field with the larger
commercial operators. This assistance could take the form of low interest loans, technical support
and compliance training.

Education and awareness raising of tourists and tour operators will be an important part of the
mitigation efforts. A variety of media will be used to encourage environmentally sensitive
behavior among those visiting the park.

This work will link closely with the monitoring of tourism impacts, as described in Component 5
below, including monitoring of the impact on the dragon populations in the park. The project will
also support the development of guidelines for tour operators entering the tourism zones of the
park. These guidelines will cover, for example, the environmental management of sewage
discharge, the appropriate disposal or removal of garbage (pending development of a garbage
disposal system in or near the park), the prevention of shoreline erosion, and the maintenance of
beaches, coral reefs and other ecosystems. Coral reef damage from anchoring has already been
reduced by the installation of mooring buoys at key dive sites in the park. This mooring buoy
program will be expanded as part of sub-component 3.2.

Sub-Component 3.2 Achieving Financial Sustainability (US32.8 million).

This sub-component will seek to increase park revenue, within the limits of carrying capacity, by
increasing visitation levels and by increasing the average revenue paid by each visitor. The following
activities will be undertaken:

e Development and implementation of a tourism marketing strategy. The three main elements of
the marketing strategy will deal with: (1) positioning KNP as a unique and attractive tourism
product; (ii) promoting KINP-as such a tourism product; (ili) coordinating with those active in the
tourism market of the area. For this work, the project will draw on the tourism marketing
experience of JPU, TNC’s partner in the JV and a well-established tourism operator with an
extensive marketing network. Additional professional expertise will be employed to develop and
implement the strategy. Attracting substantially higher numbers of toursts is the bottom line
objective of the marketing strategy and associated with this is the diversification of target markets
to include not only the backpacker market but also higher-end tourists, including nature lovers,
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scientific visitors and marine sports enthusiasts. Given the fierce competition among nature-based
tourism destinations worldwide, the success of the marketing strategy will depend on the
implementation of infrastructure improvements both within the park and in Labuan Bajo, to allow
KNP to compare favorably with other destinations in terms of quality and availability of
accommodation, ease of access, and general visitor facilities. A key focus of the marketing effort
will be the presence of the Komodo dragon, which gives KNP a unique selling point and makes it
distinct from other regional and international destinations.

Improving the visitor experience in KNP. The poor quality of existing tourism facilities and
services in KINP has been identified as a limiting factor for visitor satisfaction, and if visitor levels
are to increase as anticipated, significant improvements will be required. The tourism services to
be improved include those related to interpretation, guided walks, and the communication skills of
park staff (see sub-component 2.1). The tourism facilities most in need of upgrading include
systems for access and movement, accommodation facilities, and energy and water supply
systems. Sub-concessioning some of these facilities will be considered. An overview of the
planned infrastructure development is as follows:

Type Details Location Comments
Systems for Improved landing facilities (jetties with | «  Loh Liang Existing  facilities can  only
Access and pontoons to  accommodate  tidal | e Loh Buaya (pontoon accommodate a small number of
Movement movementsy only) vessels and are difficult to access at
all tides.
Mooring buoys As required to accommodate | Final location subject to detailed use
additional dive boats analysis and consultation. with the
dive industry.
Track construction and associated | «  Loh Liang Includes steps, boardwalks, bridges
infrastructure . Loh Buaya and viewing areas.
Day use facilities (shelter, tables, paved | «  Pink Beach Required to reduce impacts on
areas) unmanaged areas.
Accommodati | Limited accommodation facilites in | «  Loh Liang
on Facilities association with research facility
Restaurant, retail and day use facilities e  Loh Liang Sales of food, beverages and
' - Loh Buaya merchandise will contribute to park
revenue.
Energy and Energy-efficient, low pollution systems »  LohLiang Alternative technology toilet systems,
Water Supply - Loh Buaya desalination systems, and power
Systems g . systems have been identified.
Interpretation Interpretive  Center and I[nformation | «  Loh Liang Expand and upgrade existing centers.
Facilities Boards =  LohBuaya
Trail markings e LohLiang Caters for better interpretation for
»  LohBuaya larger groups. .

Establishment and implementation of an entrance fee and user fee system. As authorized in the
tourism concession agreement, the JV will increase the park entrance fee for international visitors
and introduce a series of additional user fees. International visitor surveys have shown a
willingness to pay within the range projected. Proposed highest levels fees have been proven to be
within the acceptable levels middle- and upper level international tourists are prepared to pay for
good tourism experience. The exact level of entrance fee has yet to be finalized but it is likely to
involve an increase from the current Rp20,000 (US$2) for foreigners to Rp200,000 (US320). This
entrance fee will be made up of a US$10 gate fee and a US$10 conservation fee, as provided for in
the tourism concession. Additional user fees will be charged for selected activities, including
diving, dragon watching, cetacean watching, snorkeling and hiking, resulting in an average fee of
US$50/visitor. Discounts will be available for Indonesian nationals visiting the park, as well as
children and students. A system of day use permits, weekly passes, and one-year ‘membership’
subscriptions that include a heavily discounted annual pass will also be considered. Other fees
may be targeted at tour operators, including boat, cruise ship and seaplane operators, in the form of
licenses and mooring/landing fees. Revenue sharing of the gate fees will be negotiated by the IV
and local, provincial and central government. The plan is to ensure that each level of government
will receive at least as much as it currently receives in gate fees with some opportunity for growth
as tourism numbers increase.
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Project Component 4. Incentives for Sustainable Livelihoods (US$2.5 million).

The objective of the Incentives for Sustainable Livelthood Component is to provide positive incentives
to resource users in and around the park to switch from destructive practices, such as cyanide and blast
fishing, to biodiversity-sensitive livelihoods. To achieve this, the component will involve the
following elements: (i) scoping of altemative livelihood schemes based on the sustainable use of
marine resources; (if) providing community development grants; and (i) stimulating the local
economy through the development of sustainable micro-enterprises.

Sub-Component 4.1  Scoping of Alternative Livelihoods(US$1.3 million).

This sub-component will build on TNC’s ongoing efforts in developing a range of alternative
livelihood schemes (ALS) for small groups of people from target villages in and around the park. The
economic and technical viability of these schemes have been tested by implementing pilot programs
and providing local people with incentives to participate in these experimental programs. These
incentives have generally taken the form of providing free infrastructure and equipment, free training
and, in some cases, assistance with marketing. The main ALS programs to date have been pelagic
fisheries, seaweed production, and mariculture. The KCMI project will continue to identify, test and
demonstrate new alternative livelihood schemes and will also continue expansion of the mariculture
program, to test, for example, pearl culture, sea cucumber culture, and sea horse culture.

Sub-Component 4.2  Community Development Grants (US$0.3 million,).

"This sub-component will establish Community Development Grants (CDGs), the .objectives of which
will be to: (i) provide grants for community-defined projects that address urgent welfare needs; and (i1)
demonstrate a clear link between effective park management and immediate, transparent distribution
of financial benefits to community stakeholders. The CDGs will be administered by a committee
composed of representative informal and formal community leaders from the target villages. At
project start-up, the Board of Directors of the JV, in consultation with communities (through the Rapat
Koordinasi mechanism) will define the basic criteria for grant selection and the general procedures for
administering the grants, including the following parameters and procedures:

Basic Criteria for Grant Selection for

Community Development Grants
Target Recipients:

General Procedures for Community
Development Grants

. community groups in target villages;

. grants should be distributed equitably across the Komodo area;

- grants should be given to groups with the organizational capacity
to absorb and manage the funds. .

Prohibited Investments:

e activities that negatively impact the park and its surroundings;

Investment Areas: '

. grants that complement and leverage existing community
activities;

. grants that promote development, employment, conservation or
support the mission of KNP;

e grants that include a component of self-help by the recipients (in
the form of cash, materials or labor);

. emergency relief can be eligible.

Grant Size:

«  small enough to be absorbed by informal community groups but
big enough to make a difference;

s average grant estimated to be between Rpl million and Rp2
milion (US$100 to US$200).

. grants should be allocated only once or twice a year, to avoid

burdensome administrative procedures;

Rapat Koordinasi can serve as a means for soliciting proposals
and identifying grant-making opportunities;

a Community Development staff member of the IV will be
designaied as the grants administrator. This administrator may
solicit proposals from groups, counsel applicants, receive
applications, and prepare them for submission to the
CDGcommittee;

after applications are approved, the administrator will keep
records, disburse grants, monitor grant use, and keep the CDGs
committee informed;

the CDG committee will award grants and submit them for
review and approval to the JV Board of Directors and PHKA;
award recipients will be required to designate an individual
responsible and accountable for managing award finds;

Grant allocation wili begin in year 2, allowing year 1 for
organization of the CDG committee and the development of
criteria and procedures.




Sub-Component 4.3 Sustainable Micro-Enterprise Development (USS1.1 million).

This sub-component will seek to stimulate the local economy by:(i) identifying opportunities for small
individual family-based businesses; (ii) helping local people to develop these businesses; (iit)
financing these businesses with soft loans; and (iv) providing ongoing technical assistance to these
businesses. As a first step, the JV will recruit an Enterprise Manager, who will be responsible for: (i)
overseeing this sub-component and ensuring comprehensive business planning and analysis for each
opportunity; (ii) facilitating and negotiating alliances with sources of complementary enterprise inputs;
and (iii) coordinating business enterprise capacity building of key JV staff.

Financing the biodiversity-sensitive enterprises will involve the establishment and implementation of a
micro-credit fund to finance local biodiversity-sensitive enterprises. The objective of this Sustainable
Enterprise Fund (SEF) is to encourage local households to switch from destructive fishing practices to
more sustainable sources of income. The SEF will be available to households living in any of the
twenty-three target villages in and around KNP, potentially serving some 10,000 or 11,000
households. Two main client groups for the fund will be: (i) groups of fishermen seeking an
alternative to middleman credit; and (ii) individual entrepreneurs in Labuan Bajo seeking financing for
tourism related businesses or other urban enterprises. The SEF will be designed primarily with the first
client group in mind, given the fact that they comprise the majority of the population, and the
difficulties they face in accessing formal credit from other sources. The SEF will therefore include the
following elements:

Characteristics of a Fishermen-Friendly
Micro-Credit Fund

. credit cycles appropriate to the fishing seasons — from one month for working capital to 12-18 months for investment capital;
. group financing to reinforce community organization and serve as an alternative to collateral; ’

. loan amounts from Rp1,000,000 (US$100) per person (for working capital) to Rp15 million (US$1,500) per group (for
investment in new boats and gear);

. technical assistance in organization, training in book-keeping, financial management skills, and accessing marketing
information; )

e . ahands-on, iterative relationship between the credit provider and the credit group; and
«  anappropriate approach for each community that is sensitive to power and kinship structures with middlemen.

The JV will operate the SEF through a partnership arrangement with an existing fnicro—credit provider.
Selection of this provider will be based on the following criteria:

Selection Criteria for Micro-Credit Partner for Sustainable Enterprise Fund

reputation;

financial sustainability;

willingness to cooperate with a conservation project and abide by environmental criteria;

capacity to deliver group-based financing;

capacity to deliver technical assistance and provide on-the-ground follow-up and support to local groups;
acceptance of micro-credit provider by communities in the Komodo region;

willingness to invest capital and resources in the development of 2 Labuan Bajo office to serve the region; and
compatibility of objectives and approaches with those of the project.

Two established micro-credit groups have already been identified as possible partners — Bina Swadaya
and Tanaoba Lais Manekat. The JV will pursue discussions with these groups to select the most
appropriate one to manage the SEF. The JV will then negotiate broad terms of reference with the
selected partner, fund a detailed assessment by the partner of the micro-credit market, and negotiate
the opening of a branch office in the Labuan Bajo area. Once the SEF is up and running, the JV will
contribute to the start-up of the local office and will also make annual capital contributions to increase
the credit portfolio. The estimated overhead costs for the SEF are approximately US$50,000 and the
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fund will.be capitalized at US$200,000. The average loan will be in the order of Rp6,000,000
(US$600), corresponding to the average annual income for households in the Komodo area.

The project will also consider assisting local groups to collectivize (by forming, for example, fishing
cooperatives, handicraft societies, or industry organizations), in order to capture a larger proportion of
the potential revenue from their economic activity. This assistance and advice will be provided on a
no-cost basis.

Project Component 5. Monitoring and Evaluation (US$2.0 million).

The objective of the Monitoring and Evaluation Component is to continuously assess: (i) the status of
key terrestrial and marine resources and ecosystems in KNP; (if) the impacts of resource use on these
resources and ecosystems; and (iii) the performance of the KCMI project as a whole and the quality
and effectiveness of park management in fulfilling the conservation and sustainable use objectives for
the project. The ultimate goal is to improve park management by informing an adaptive management
approach, responsive to the changing threats and opportunities observed in Komodo area, and to
strengthen the accountability of those bodies responsible for park management. The project will

support research studies, capacity building, and publication and dissemination of the results of
moritoring and evaluation.

Sub-Component 5.1  Development and Implementation of a Monitoring and Evaluation Plan
(US$0.1 million).

This sub-component will build on the preliminary scoping of a general monitoring and evaluation plan
for KCMI that was undertaken during project preparation. This plan makes provision for an annual
internal assessment process involving all key stakeholders, supplemented by an external independent
assessment by a representative from ITUCN’s regional network and the Jakarta UNESCO office every
three years. The project will finalize these procedures and implement the following supporting
activities to facilitate monitoring and evaluation:

» support for the attendance of approximately 30 stakeholders at the annual internal progress review;

¢ study tour and role definition workshop for representatives of four regional universities;
* provision for two external progress reviews and end-of-project evaluation.
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"The types of indicators to be used in this general project-wide monitoring could include the following:

Class of Indicator Preliminary Indicator

Status, effectiveness and sustainability of *  Approval of tourism concessior;
management structure. +  Changes in permanent institutional cooperation;

. Shifts in public acceptance of and communication with the JV
and the coilaborative management approach;

. Closer working arrangements between IV partners and CMA

parties.
Conservation management capacity: staffing, | e Changes in capacity and performance of staff;
training, regulations, zoning, and research. »  Existence of legal regulations and zoning plans;
- Expansion of research activities.
Tourism management. . Existence of tourism management strategy;

. Changes in tourism infrastructure and marketing;

. Improvements in guide and dive boat standards;

- Changes .in levels and distribution of visitor use and range of |’
tourism activities.

Socio-economic dynamics. . Changes in local attitudes to KINP and conservation ethics;
. Changes in resource use patterns;
. Changes in human population in and around KNP;

. Changes in proportion of income derived from biodiversity
sources.

Alternative livelihoods. . Existence of seaweed farms, mariculture hatchery and other
) aiternative livelihood schemes;

. Operations of Sustainable Enterprise Fund;

. Operation of Community Development Grants;

. Changes in levels of destructive fishing acitivites;

. Changes in economic base of local communities.

Regulatary system: legislation, policy, *  Changes in the levels of illegal activities;
enforcement. . Enforcement of fisheries regulations;
. Trends in surveillance and convictions.

Finance and budgets. . Functioning of the sustainable financing strategy;
. Changes in finds available for park management;
e ° Changes in direct benefits to local people;

. Shifts in revenue allocation and extemal support.

Sub-Component 5.2 Biological and Resource Use Monitoring (US$1.3 million).

This sub-component will include the following activities:

* Marine resource and ecosystem monitoring. As detailed in the 25-year management plan for
KNP, the following marine resources and ecosystems will be monitored:

Coral reefs: including changes in the percentages of live hard coral, dead hard coral, soft coral
and other (rock, sand, sponges, tunicates, algae, weeds, anemones, clams, etc.) and changes in
the extent of coral bileaching.

Grouper and Napoleon wrasse spawning aggregation sites: including changes in the
populations of twelve key species of the Serranidae (groupers) and Labridae (wrasses), as
indicators of the impact of fisheries on fish stocks. Monitoring will also identify spawning
locations, seasons and behavior for key species. '

Cetaceans: including seasonal patterns in cetacean distribution and abundance, the location of
preferred feeding grounds, and the presence of mating and calving locations, and migration
corridors.

Seagrass beds: including cover, species abundance and diversity, mortality, recruitment, and
growth rates.

o Terrestrial resource and ecosystem monitoring. With support from the Zoological Society of San
Diego, a systematic monitoring program for terrestrial monitoring will be developed. Terrestrial
animal populations to be monitored will include juvenile dragons (their arboreal nature
necessitates a separate monitoring effort), adult dragons, deer, water buffalo, horses, pigs, turtles
and scrubfowl. A range of terrestrial habitats will also be monitored, including the overall
distribution and size of the mangrove forest, savanna, monsoon forest, and quasi-cloud forest. In
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particular, succession of savanna to forest needs to be monitored, as the dragon’s prey species are
dependent on the presence of savanna.

Marine resource use monitoring. The project will continue the ongoing marine resource use
monitoring program, the objective of which is to determine which community groups are involved
in which fishing activities, and where and when they fish. This will show any changes in the
behavior of fishermen due to management measures. All non-bagan fishing vessels and groups
encountered during routine patrols will be monitored to identify, for example: the number of
fishermen mvolved, the type of fishing gear, the quantity, quality and species composition of the
catch, and the origin of the fishing vessel or group.

Monitoring of tourism and tourism impacts. This monitoring will provide critical information to

the implementation of the Tourism Management strategy, the objective of which is to stimulate

controllea’ change in visitor numbers and profile. The variables to be monitored include:

*  Visitor use: including visitor origins, group size, length of stay, number of visits to park, type

of accommodation used, and commercial tour destmations and visitor niunbers.

s Biophysical impacts: including coral damage, hnman-dragon interactions (see below),

environmental management of visitor infrastructure, trail damage and weed infestation, water
. quality at heavily used sites, and general levels of pollution and litter.

s Socio-economic impacts: including tourist expenditure, contact with host communities,

occupation of host community members, and attitudes and perceptions of host commumities.

Dragon monitoring. Since Komodo National Park’s recognition as a World Heritage Site and
much of its future tourism success relate to the protection of Komodo dragons, the health of the
population of this charismatic species is a key concern. Monitoring dragon response to visitors
will provide much-needed information for the management of dragon viewing activities and the
design of a2 management regime for this species.'’ The variables to be monitored include:

Monitoring Dragon Response to Visitors:
Variables to be Measured at Viewing Areas.

Habitat type where animal was sighted;

Time of year (breeding season);

Sex of animal(s);

Age of animal(s);

Number of animals if a group is involved;

Distance to animal when spotted;

Duration of encounter with animal;

Number of tourists present when animal was sighted;

Behavior of tourists;

Initial behavior of the animal when spotted, before it reacted to the tourist party;
Response to animal to the tourist party;

Behavior of the animal when the animal stopped interacting with the tourist party;
Distance the animal was displaced in reaction to the tourist party.

a @ & 8 8 8 & 8 & 0 & 0. »

Sub-Component 5.3  Collaborative Management Monitoring and Evaluation (US$0.4 million).

This sub-component will consist of the following activities:

Reviewing the performance of key institutional structures. The quality of the interactions between
the key stakeholder groups and the effectiveness of their collaboration will be monitored as part of the
annual internal assessment process, and will also be a component of the regular external reviews. This
monitoring will cover the quality and effectiveness of the following bodies and communication
channels: (i) the JV (TNC and JPU); (ii) the Collaborative Management Agreement (IV, PHKA, and
the Bupati); the Community Development Grants committee (commumity representatives); the

' The seminal book on the behavior of Komodo dragons is: Auffenberg W, 1981. The Behavioral Ecology of
the Komodo Monitor, University Press of Florida, Gainesville, USA.
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Sustainable Enterprise Fund parmership (JV and the micro-credit provider); the Community
Coordination Forum (Rapat Koordinasi) and the interactions of the JV with the tourism operators

' (Komodo Marine Tourism Association and the local branch of the Indonesian Tourism Association).
The monitoring of each of these groups and communication mechanisms will include assessments of:

* the satisfaction of the individual partners in the relationship;

» the balance of power within the relationship;

. the regularity and productivity of their meetings; and
» the public perception of the group/mechanism.

® Assessing management effectiveness. The monitoring of the Joint Venture and Collaborative
Management Agreement will also include assessments of the effectiveness of these bodies in
managing the park. The project will make use of the “Framework for Assessing the Management
of Protected Areas”, published by the World Commission on Protected Areas (WCPA) (Hockings
et al, 2000). An initial baseline assessment was undertaken by a TNC representative during
project preparation and this assessment will be finalized and repeated as part of the annual internal
monitoring process. The baseline assessment is detailed in Annex 10.

Sub-Component 5.4 Reporting and Certification (US$0.2 million).

This sub-component will include the following activities:

* Annual ‘State of the Park’ report. Following the annual internal assessment, as part of sub-
component 5.1, a ‘State of the Park’ report will be produced by the PHKA, JV and local
government and disseminated to key groups, including GEF, IFC, UNESCO, and IUCN. A
summary in Bahasa Indonesia will also be produced and disseminated nationally and to the local
stakeholder groups. :

e [External validation of project assessment and management effectiveness. The two three-yearly
independent reviews by IUCN and UNESCO and the end-of-project evaluation, under sub-
component 5.1, will serve to verify the internal assessments and highlight any areas of concern not
picked up by the internal assessments. '
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Annex 3
KCMI Estimated Project Costs

It should be noted that.the budget presented below-is intended as a general indication of major cost
itemns for the project, and should not be regarded as fixed. Some changes in the costs of the different
components will be likely, as the project responds to the changing threats to KNP and its resources.

KCMI Project Budget for 7 years

Project Components

Collaborative Conservation Tourism Sustainable Monitoring Total
Management Management Management Livelihoods & Evaluation

Component Allocations . i 0.1 0.375 0.25 Q.15 0.125
OPERATING COSTS
Salaries unit annual cost

senior mgt 140000 120000 84000 315000 210000 126000 105000

middle mgt 36000 180000 126000 472500 315000 189000 157500

junior mgt 12000 120000 84000 315000 210000 126000 105000

senior ranger 6000 150000 105000, 393750 262500 157500 131250

Tangers 3000 300000 210000 787500 525000 315000 262500

adminé&tech 6000 120000 34000 315000 210000 126000 105000

Subtotal 990000 693000 2598750 1732500 1039500 866250 6930000
Travel 145000 101500 380625 253750 152250 126875 1015000
Equipment 50000 35000 131250 87500 52500 43750 350000
Supplies 537000 375900 1409625 939750 563850 469875 3759000
Contractual services 65000 45500 170625 113750 68250 56875 455000
Communications 85000 59500 223125 148750 89250 74375 595000
Fees, Insurance, & Charges 78000 54600 204750 136500 81500 68250 546000
Occupancy 20000 14000 52500 35000 21000 17500 140000
Training and other 30000 21000 78750 52500 31500 26250 210000
Total Operational . 2000000 1400000 5250000 3500000 2100000 1750000 14000000
STARTUP COSTS
Travel 29000 2900 10875 7250 4350 3625 29000
Equipment 375000 37500 140625 + 93750 56250 46875 375000
Supplies - 477000 47700 178875 119250 71550 59625 477000
Contractual services 145000 14500 54375 36250 21750 18125 145000
Construction 450000 45000 168750 112500 67500 56250 450000
Communications 32000 3200 12000 8000 4800 4000 32000
Fees, Insurance, & Charges 83000 8300 31125 20750 12450 10375 -83000
Qccupancy 4000 400 1500 1000 600 500 4000
Training and other 155000 15500 58125 . 38750 23250 19375 155000
Subtotal 1750000 175000 656250 437500 262500 218750 1750000
Carrying capacity studies 500000 250000 250000 500000
Enterprise Fund Startup ' 250000 250000 250000
Tetal Startup 2500000 175000 906250 687500 512500 218750 2500000
TOTAL OPER. & STARTUP 1575000 6156250 4187500 2612500 1968750 16500000
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Annex 4
Incremental Cost Analysis

Context and Broad Development Goals

The establishment of protected areas, including national parks, is an important component of
Indonesia’s conservation strategy. However, the majority of national parks established to date have
been terrestrial, and resource management has generally focused on land-based activities. Marine
national parks have only recently begun to receive the attention they deserve. Komodo National Park
is both a terrestrial and marine reserve, as it covers 132,000 hectares of acean and 41,000 hectares of
island and coastline. The park is considered one of Indonesia’s richest coral areas and contains one of
the world’s richest fish fauna, as well as being home to the Komodo dragon, Varanus komodoensis.
Terrestrial ecosystems in the park include open grass-woodland savanna, tropical deciduous forest and
quasi cloud forest, and the marine ecosystems include seagrass beds, coral reefs and mangroves. The

approximately 3,000 people living within the park boundaries are largely reliant on pelagic fishing for
their livelihoods.

The present situation in KNP is characterized by reduced but continuing destructive fishing practices
(bombing and cyanide fishing), primarily by non-park inhabitants, and high pressure on demersal
stocks such as lobster, shellfish, grouper and Napoleon wrasse. The uncontrolled development of
tourism activities also poses an emerging threat to the park. While GOI has shown a strong
commitment to conserving its biodiversity resources, institutional weaknesses in the park authority

(PHKA) have been a major hindrance to the effective management of the country’s protected areas,
including KNP.

Since 1996, The Nature Conservancy (TNC) has supported the PHKA in the management of KNP,
including the strengthening of enforcement measures to reduce destructive fishing practices, the
promotion of alternative livelihood programs, capacity building for local communities and, for the last
five years, the development of a 25-year Management Plan for the park. The Management Plan sets
out four objectives for the park:

o Establish a terrestrial and marine reserve in KNP which fully protects the natural communities,
species, and the terrestrial and marine ecosystems;

¢ Ensure the long-term survival of the Komodo dragon and maintain the quality of its habitat;

s Use the park’s resources in a sustainable way, for tqurism, education, and research;

» Protect the stocks of exploited reef fish and invertebrates in the reserve, thereby creating a source
of recruits to enhance fisheries on fishing grounds in and around KINP.

Baseline Scenario'®

Scope and Costs. Under the baseline scenario, the annual investment by GOI in KNP would continue
to be in the order of US$116,000, the majority of which would be spent on the 107 park staff salaries.
This baseline level of financing would obviously rule out a comprehensive implementation of the 25-
year Management Plan for KNP. The without project scenario would most likely be limited to trying
tackle the most immediate concerns, in this case maintaining a minimum enforcement presence to limit
destructive fishing practices. However, the inevitable infrequency of patrols and the lack of adequate
equipment would make this effort of very limited effectiveness. A continuation of some additional

activities, such as the alternative livelihoods program, would also be envisaged, albeit at a severely
reduced level.

' A key assumption of the ICA is that the baseline scenario excludes any international support for GOI in the
management of KNP. Thus, TNC support for PHKA is not included in the “without project” baseline, in order
to fully separate this baseline from the with project scenario, where TNC will play a major role.
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The baseline scenario is described here under the six components of the proposed project, for ease of
comparison with the GEF alternative scenario.

(a) Collaborative Management Agreement: would not be established and PHKA would be the
sole institution responsible for park management.

(b) Conservation Management: would be greatly restricted by lack of funds. Enforcement would
operate at a minimum level and the development of regulations would be unlikely, in the

absence of the necessary skills and resources. Baseline costs for this component are estimated
at US$487,000.

() Tourism Management and Sustainable Financing: would not be developed in the without

project scenario, although the new fiscal claims of the local governments on a share of KNP
revenue would need to be met.

(d) Incentives for Sustainable Liveliboods: would be restricted, under the baseline scenario, to
the development of one or two alternative livelihood schemes that require little in the way of
capital investment or technical training. The most likely programs to be implemented would
therefore be, for example, employment as unskilled labor in development activities, or
handicraft or other opportunities associated with tourism. However the number of households
able to make their living from these income sources would be quite limited. The baseline
costs for this component are estimated at US$162,000.

(e) Monitoring and Evaluation: PHKA would likely limit monitoring activities to the basic
necessities of, for example, monitoring the status of the Komodo dragon populations and the
coral and fish stocks. This monitoring would necessarily be of a rather approximate nature,
due to limited resources. The baseline costs for this component are estimated at US$162,000.

Domestic and Global Benefits. The baseline scenario represents a minimal level of protection and -
management of the biological resources of KNP, and a low-level investment in community
development (through a partial implementation of the alternative livelihood program). Domestic
benefits would therefore be limited, as households living in and around KNP would see no significant
increase in average incomes. - In addition, the lack of resources to upgrade the tourism facilities in the
park would make it difficult to warrant an increase in the park entrance fee, which in turn would rule
out achievement of the self-financing goal.

The global benefits would be even more limited, as the severely constrained baseline efforts of PHKA
would make very little impact on the anthropogenic pressures on the park’s globally significant natural
resources. Destructive fishing practices and other unsustainable activities would continue in the
absence of any significant positive or negative incentives for behavior change.

The baseline scenario would therefore leave the critical conservation-related needs of the park unmet,
would fail to counter the major threats to the park’s biodiversity, and would result in only a slowing
down of the impending ecosystem degradation and species loss.

Global Environmental Objectives

The global environmental objective of the GEF Alternative is to conserve and sustainably use the
unique biodiversity assets of Komodo National Park. Given the global significance of the park as a
marine reserve and home of the Komodo dragon, and the severe anthropogenic pressures facing the
park's biodiversity, there is an urgent need to bolster the very limited baseline capacity to conserve
these threatened resources.
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GEF Alternative

Scope and Costs: Under the GEF alternative, the GOI would be able to undertake a much more
comprehensive and effective program to ensure the conservation and sustainable use of the
biodiversity in KNP, based on the implementation of the 25 year Management Plan for the park. This
would include the following components: )

(a) a collaborative management structure that combines the strengths of an international
conservation NGO, a local private sector tourism company, PHKA and local government in
close collaboration with local communities and other stakeholders, to manage the park in an
effective and accountable manner (US$1,600,000);

(b) strengthened and adaptive conservation management, to ensure the conservation of globally
significant biodiversity (US$6,200,000);
(c) a coherent strategy to ensure conservation goals are fully incorporated into tourism

development plans in the area to mitigate against any adverse environmental impacts of
tourism activities within the park, and to establish an appropriate emtrance and user fee
system to cover the costs of park management (US$4,200,000); ,

(d) a comprehensive implementation of the incentives for sustainable livelihoods programs to
encourage a significant number of households to switch to conservation-enhancing livelihoods
and to stimulate development of a local economy based on sustainable resource use
(US$2,500,000); _

(e) a monitoring and evalnation program that enables the project to respond to changing threats
to the park’s biodiversity, and to make park management more accountable (US$2,000,000).

Benefits. Implementation of the GEF Alternative would secure a more effective and long-term

protection of globally significant marine and terrestrial biodiversity. Domestic benefits generated by
the project would include:

s institutional strengthening of PHKA;

e improved and more collaborative management of KNP;

* sustainable tourism development in and around the park;

e empowerment of local communities to enable them to participate in, and benefit from, biodiversity
and tourism management; and

¢ achievement of the self-financing goal for KNP.

Global beneﬁts of the GEF Alternative would include:

¢ sustained and intensified protection of currently-threatened species and ecosystems;

* generation of an innovative model for park management and financing, replicable elsewhere; and

* aftifudinal shifts among stakeholders at all levels regarding the value of biodiversity and their
responsibility to conserve and sustainably use the natural resources of the region.

Incremental Costs.

Incremental Expenditures. The total expenditure under the Baseline Scenario is estimated to be
US$812,000 while the total expenditure under the GEF Alternative is estimated to be US$16,500,000.
The incremental expenditures under the GEF Alternative are therefore US$15,688,000.

Incremental Costs. The incremental expenditures are partially offset by an incremental domestic
benefit of US$8,755,000. This benefit would not have been realized in the Baseline Scenario and is
primarily associated with entrance fees captured by the park, plus associated user fees, other sources of
park revenue, and consumer surplus. The net result is that the incremental cost of the base case GEF
Alternative is US$6,933,000. Sensitivity analyses show that the incremental costs would be lower at
higher levels of visitation, as follows:
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e 338,000 visitor cap: US$5.734 muillion Incremental Cost
e 43,000 visitor cap: US3$4.803 mullion Incremental Cost
s 48,000 visitor cap: US$3.739 nmullion Incremental Cost

It is on this basis that GEF assistance of USS5 million is requested.

Cost Effectiveness. An intervention of US$6.933 million translates to a transfer of US$808/km*/yr for
protection of the total area of KNP. A GEF intervention of US$5 million corresponds to a transfer of
USS$583/km?/yr.  Typical conservation expenditures around the world reflect international
interventions corresponding to approximately US$25/km*/yr to US$2,500/km?/yr of protection. This
initiative therefore provides an opportunity to implement relatively efficient conservation
expenditures.



Incremental Cost Matrix

Component Cost Category Cost Domestic Benefit Global Benefit
(*US3000)
a) Collaborative Baseline 0.00
Management
GEF Alternanve 1,600 Strengthened institutional framework Replicable model for privatizing and
for park management; democratizing park management
More participatory, accountable elsewhere.
structure, with increased role for local
stakeholders.
b) Conservation Baseline 487 Minimai level of management of KNP | Some degree of protection of some
Management possible. elements of the park’s biodiversity.
GEF Alternative 6,200 Major improvements in park Sustained and intensified protection
management; and management of more species and
Expanded capacity of PHKA staff; ecosystems in the park;
Development of a well-equipped and Contribution to intemational efforts to
coordinated enforcement network, stop blast and poison fishing;
covering both marine and terrestrial
regulations.

c) Tourism Baseline 0.00

Management and GEF Alternative 4,200 Sustainable increases in visitor levels; | Countering tourism-generated threats

Sustainable Financing Trend towards higher-end tourists; to the park’s biodiversity.
Empowerment of local communities
to capture a larger share of tourism
revenues.

d) Incentives for | Baseline 162 Provision of some additional sources Some degree of success in countering

Sustainable of income for some households. destructive fishing practices.

Livelihoods GEF Altemative 2,500 Introduction of legal and sustainable Reduction in destructive fishing
sources of income. Further practices. Protection of previously-
development of alternative incorme exploited biodiversity resources;
sources; Attitudinal shift among local
Empowerment of local communities; communities and local governments
Demonstration of potential economic regarding the value of biodiversity.
benefits of biodiversity-sensitive

. enterprises.

e) Monitoring and Baseline 162 Minimal level of resource monitoring.

Evaluation GEF Altemnative 2,000 Comprehensive monitoring of Facilitation of adaptive management —
resources and levels and impacts of more secure protection of park
resource use; resources.

Strengthened accountability of park
management bodies.

Sub-totals Baseline 812

GEF Alternative 16,500

Incremental 15,688

Expenditures
Domestic Benefit Captured Benefits | 6,711 {includes captured fees by park (5536)
Adjustments - Park plus other revenue (1175)]

Captured Benefits | 1,006 {includes GOI share of fees (1384)

- Govt less fees that would be received in

baseline (378)]

Other Benefits 1,038 Consumer surplus of domestic visitors

Incrementai Cost Incrementai 15,688

Calculation Expenditures

Benefit 8,755
Adjustments
Incremental Costs | 6,933




Annex 5
STAP Roster Technical Review

PROJECT TITLE: KOMODO COLLABORATIVE MANAGEMENT INITIATIVE,
REPUBLIC OF INDONESIA

Reviewed by
Jeffrey A. McNeely

Chief Scientist
IUCN
1196 Gland, Switzerland
e-mail: jam@hg.iucn.org

KEY ISSUES

1. Scientific and technical soundness of the project.

This project has been developed over several years and is based on a very detailed
assessment of the situation on the ground. The lists of species are comprehensive,
including some new records of marine species. However, it was surprising that the
document contained no reference to the classic book on the Komodo dragon, namely
Auffenberg, Walter. 1981. The Behavioral Ecology of the Komodo Monitor. University
of Florida, Gainesville. 406 pp. This book contains considerable relevant information
about the most important species for the project.

The research component of the project is relatively modest, except for the proposed
monitoring programme. The project will also need to pay attention to the problem of
managing invasive alien species of plants and animals. This is particularly challenging in
that the main prey species for the Komodo dragon, such as wild pig, horses, and perhaps
even deer, are introduced by humans; and important predators on young Komodo dragons
are also introduced by people (cats and dogs).

Regarding technical soundness of the project, the project clearly has been designed by a
capable team that has been able to identify well the key issues requiring attention. It is
particularly encouraging to see the significant participation of the Nature Conservancy
(TNC), a leading manager of conservation lands. Their proposed adaptive management
approach has proven effective elsewhere.

2. Global environmental benefits/drawbacks.
This project will help conserve the world’s largest terrestrial lizard species, which is
confined to the project area (plus a small portion of the island of Flores, mostly along the
coast, and not within any existing protected areas). The project will also protect significant
marine resources, though marine conservation efforts have proven more difficult in
Indonesia because of the challenges of patrolling.

3. How project fits within GEF goals.

The project fits within Operational Programme 2 (coastal, marine, and freshwater
ecosystems). It is designed to address several of the provisions of the Convention on
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