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Main research question

What is the role of the Ecological ICMS (ICMS-E) in
promoting local biodiversity conservation and social
equity in Mato Grosso?

Research finding in brief

The ICMS-E — a state-to-municipal level Ecological
Fiscal Transfer (EFT) instrument in operation for over
20 years in Brazil — has been considered a valid
instrument to promote conservation. However,
despite contributing revenues superior to
predominant forest destructive land use practices,
the ICMS-E has not stimulated additional biodiversity
protection in NW Mato Grosso. More effective conservation can be attained by promoting local institutional
innovation, to encourage the allocation of additional EFT revenues to strengthen municipal environmental
governance.

Policymix approach

We selected two municipalities — Juina and Cotriguagu — to evaluate the current and potential role of the
ICMS-E in inhibiting further biodiversity loss at the forest frontier. We assess the role of this economic
instrument in a policy mix for regional land use and municipal governance. Qualitative interviews with local
stakeholders focused on: (i) distribution criteria; (ii) allocation of benefits; (iii) institutional arrangements; (iv)
positive and negative aspects of the instrument; and (v) costs of implementation. The field research allowed
an in-depth examination of how the ICMS-E is being implemented in the municipalities and the role that
different actors and institutions play in this process.

Since ICMS-E revenues are not earmarked, additional revenues generated by the existence of protected
areas are used for general purposes, such as road maintenance. The research showed that the ICMS-E can
play a more effective role in biodiversity conservation if the municipality has a legal environmental
framework that includes programs and policies for conservation; environmental councils; environmental
funds that will receive a significant amount of ICMS-E resources; and informal practices of participation that
include NGOs and interested parties for decision making. Revenues strategically distributed to address
needs of proactive private landowners and indigenous communities can stimulate additional protection.
Access to information and capacity building are important tools for building consensus regarding better
allocation of ICMS-E revenues and to proactively reinforce biodiversity conservation at the Amazon frontier.
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