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Ecosystem Services: The ‘Natural Infrastructure’

Air quality Pest & disease control
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Watershed p;otect‘lon and regulation

Wilds species & habitat protection Plant pollination

Carbon sequestration and storage

Soil formation.and fertility
Decomposition of wastes Landscape beauty



Payments for Ecosystem Services: Key Trends

1) PES strategies are emerging because conservation finance is
In crisis just as broader ecosystem conservation needs are
identified; conservation investment must be part of the
mainstream economy

2) Innovative market and ‘market-like’ mechanisms are emerging
all over the world that seek to convert major “sources of threat”
to sources of conservation stewardship

3) The rules and strategies developed over the next decade will
influence patterns of conservation and investment globally over
the next century




Types of Markets and Payment Schemes

> Self-organized private deals
* Private entities pay for private services

> Public payments to private land and forest
owners
* Public agency pays for service

> Open trading of environmental credits
under a regulatory cap/floor

* Landowners either comply directly with
regulations, or buy compliance credits

> Eco-label of forest, farm products
* Consumers prefer certified sustainable
supplies




Who Buys Ecosystem Services? — Direct Beneficiaries

 Watershed Protection:
— Industrial, agricultural water users (to secure stable supply, flow)
— Municipal water utilities, consumers (to reduce costs, ensure water quality)
— Agencies managing the environmental risks (e.g. floods)

« Carbon Emissions Offsets or Avoided Deforestation
— Industries seeking to comply with carbon rules (offsets for emissions)
— Companies, groups strengthening reputation for new env. stewardship
— Agencies, municipalities seeking to improve air quality

- Biodiversity Conservation
— Conservation agencies and organizations working on private lands
— Tourist Industry, for landscape beautification or protection of key species
— Land developers (offset for damage, or for amenity values)
— Farmers (to protect pollinators, sources of wild products)



Benefits for Rural Produces

- New, often more regular, flows of Income
(15-25% +)

» Income diversification

- Financing adoption of more sustainable
and profitable management systems

~ Increased value of resource assets (pest #
& disease control, higher forest inventories) &

- Financing protection and restoration of locally-valued ecosystem goods
and services (e.g., water, fuel, medicines, wild game, improved air quality)

» Social investments, such as preserving ecosystem-based cultural heritage
and encouraging enterprise management and development




Role of Governments

 Key role is Property Rights

— Set limits, allocate, enforce, and
monitor

— Let market (supply and demand) set
price

* Actors need certainty

— To invest, to participate, to not get
“spooked”

— i.e. don’t be changing the rules too
often

— Like interest rates and currencies




Role of NGOs

Setting the Standard

o
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Setting the Agenda

> Building Markets vs. Supporting Projects

+ Envirc-bonds

+ Insurance * Equity structures + Individuals
+ Biodiversity + Standards _ + Trading ¢ Business
+ Carbon sequestration + legal Rights -OTC + Integrated Products
* Water regulation + Pools or registers - Exchanges + Marketing
+ Soil ferfility + Financial projections - Derivatives + Communications
+ Retail markets
I | > | | —
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Setting the Agenda: Market and Institutional Mapping

CATEGORY OF INSTRUMENT

Capand Trade/Compliance-Driven Markets

1a) REGULATORY-DRIVEN
ECOSYSTEM OFFSETS

1b) REGULATORY-DRIVEN
SPECIES OFFSETS

1a) REGULATORY-DRIVEN
CARBON FORESTRY

CLIRRENT RATF OF GROWTH

ECOSYSTEM MARKET fincluding LS Wetland Mitigatian| (induding US Conservation (e.g. Kyota, LULUCF,
Banking) Banking)
5200 million {just private, for 245 million in the US; Program £100 m illion; much of this in
profit wetland and stream); Just b=gun in Australia and developing countriss
51,000 million total (including in- | possibly similar program in

CURREMT SIZE OF MARKET liew fea ete) Unknown how Framce, size unknown

(in § per annurm) many ecosystem offsets are
driven by EIA regulation in
devaloping countriss
$500 million {banks); $1,500 555 million 51,500 millin {if EU ETS allows
million total sinks in by 2008)

POTENTIAL SIZE

{in % per annurm, by 2010}

POTENTIAL SEZE S2,000 million (banks); $3000 | S200million 55,000 million

o N m illion total

(in % per annum, by 2050
2% 10% 10%




Setting the Standard

Forest Stewardship Business & Biodiversity
Council Offset Project

Growth of certified forest area
30
25

20

million ha
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1994 1995 1996 1997 1998 1999 2000 ?

Annual Cumulative




Making Markets Intelligent: Leveling the Playing Field
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Making Markets Intelligent: Building Capacity

the

katoomba
group

Katoomba Africa Vision and Strategy PES Assessments and Case Studies Participating Institutions

Promoting Payments for Ecosystem Services to support Sustainability, Conservation, Equity, and Livelihoods throughout Africa

Background:
Catalyzing Payments for

Worldwide, there is growing interest in market-based approaches to : Frecey o o Ef?sy.ﬂ'?.m 5“’_‘““5,_'_'.‘
conservation. Markets and payments for ecosystem services(PES), g : 5 ey b A g R o i
such as carbon sequestration, watershed protection, and biodiversity . a Now. 8-10, 2006 Cape Town, S. Africa
conservation are emerging as a viable tool to protect and restore ! Click to View Resources & Outcomes
ecosystems, by rewarding resource stewards and landowners for 3

good land management practices. These instruments can also provide

significant incentives to restore degraded lands, shift to sustainable

agriculture, and reward smallholders for good land management.

frica

Finding such new sources of finance beyond the public sector and

overseas development assistance is especially urgent in Africa . The

Millennium Ecosystem Assessment has documented large-scale ecosystem degradation in many parts of Africa
which threatens food security and basic access to water for human consumption and economic development, as
well as globally and locally important biodiversity. African countries have become increasingly interested in PES
over recent yvears and a number of projects have emerged on an ad hoc basis. However, there has been little
discussion and assessment about the strateqgic role PES can or should play in achieving economic and
environmental objectives.

katoomba

Forest Trends and the Katoomba Group convened a workshop in
Uganda, September 19-22, to understand current developments and
strategic gaps in developing payments for ecosystem services to a
significant scale in Eastern and Southern Africa . Participants from the
private and public sectors, nongovernmental organizations, and
community groups in Tanzania, Kenya, Uganda, Malawi, and South
Africa met to take stock of what has already been learned about what
can be done effectively under existing conditions in their countries,
how to ensure that major equity concerns are addressed, and what
directions future policy and investment should take.

To review our major findings from Uganda, please click here.




Next Steps: Building Markets that Work for Conservation and Communities
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