Paying for ecosystem
® services: governance
challenges

FAO Headquarters, Roma, 2012




Outline

1. Starting considerations
‘ Background
From ecology toward economy

Local communities shared knowledge: a perspective of valuing local
needs

The P(M)ES model: remarks from case studies and literature

2, Working for working PES

Sustainability critical factors

Key aspects for working solutions

Ggovernance challenges
3. Two examples

Rome case study

A new proposal for a PES scheme development
4. Potential discussion points

_ planland®
Daniel Franco © 2012, All Right Reserved studio tecnico daniel franco 2




1. Starting
considerations




Background

o Ecosystems produce effects that human beings
perceive as Services and Goods (ESG)

o Only a minimum part of ESG has been traded in
markets by means of pricing

o The main non-market value component of ESG can
be classified as public or common

1. Local communities and Market ESG

local communities can be at least partly excluded from
the monetary benefits of exploiting main market goods
(oil, timber), but this exploitation impact the other existing
ESG

non-market ESG are deeply linked to the intrinsic
capacity of the ecosystems to produce market ESG
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From ecology toward economy: a
review
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Local communities shared
knowledge: a perspective of
valuing local needs

1. To make robust trend picture and to speed up management
solutions local communities’ ecological shared knowledge is
an emerging task

2. ESK is a dynamic entity able to rank ES values and the
related social capital

is more and more used in rural development and conservation
programs by means of participatory approaches

3. The relationships framework of ES values / knowledge at the
local community and “official” scale allows to rank :

the management activities and the economic dimension of ES

local communities social needs related to ES
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The PES: remarks from case
studies and literature

o Our actual system is based on high division of resources into individually
owned properties (coordination problems): PES is one possible tool to
manage ES maintenance

1. Key points in PES functioning:
Big efforts to create the market and dominant role of the intermediary

Core problems: 1) High level of transaction costs; 2) users' / providers’
participation; 3) property rights

Central role of public bodies for lowering transaction costs

o the more flat rate and multi functional the delivering - the worst the evidence of
management vs ES delivering

Well functioning PES systems demand always cooperative parties
a) user financed = b) public bodies PES

small, basically focused on single services, transaction costs sharply higher
increasing the agents

much larger, multiple services (commodity increasingly ill-defined), flat rate
payments related to easily observed resources like land, and transaction costs a
few percent of the PES payment itself
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The P(M)ES: remarks from case
studies and literature

1. PES has been seen as a market solution to environmental
problems as an alternative to public body govern and/or
community governance, but:

depends fundamentally on hierarchical institutions and/or
communities engagement

payments do not follow the market format

O intermediaries frequently are setting the price
O users often being unaware even of the fact that they pay

Incentive / compensation can bring to negative / positive
results

2. To be sustainable the scheme has to be

a long term one (integral part of natural resource management
and allocation policy)

Users’ driven
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2. Working for working
PES




Sustainability critical factors

1. From the starting consideration sustainable natural resource
management could be achieved with PES

by an active involvement of local communities with a governance
rather than government approach

participation of local agents in goals and actions definition

by a coherence of goal and action with local shared knowledge and
values systems

to trigger reciprocity — e.g., emphasizing the self-policing force of
creating reciprocal relationships within the providers community and
among the users and the providers

to better focus the relationships between management activities and ES to
be maintained

by a more focused and aware pricing related to the buyers and the
providers expectations

by a more focused EC delivering (e.g. less ill defined commodity)
7} All that needs a “good” governance
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What are the governance
— challenges

1. Communities role
2. Ecological systems management

3. Economic development factors
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Key aspects for working solutions

1. Governance of the agents inclusion in the
scheme

2. Governance to strengthen the will to act
cooperatively

participatory approach to define ES and
the management actions for their delivery

bottom up negotiation between users and
providers

participative price setting

WTP for selected ES related to their
motivational structure
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3. two examples
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Rome case study
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We enough know ...

o that the whole community is quite aware of ESG value

o what are the management activities to maintain over
time public/common goods

o where they have to be done

o who are the sellers of these activities and where they
are

o who are the buyers

o and that the (same) ESG are subject of the (potentially
same) management activities by several of public
bodies (by means of planning/management tools)

Daniel Franco © 2012, All Right Reserved 15




What Is inadequate ...

o is a non-market component value of ES ...

o clearly stated by the community itself by means of a
widely shared criterion which could allow agents ...

» (citizens, foresters and farmers, public operators, private
granted companies, alone or organized)

o to activate on a ecological coherent (local) basis

» (watershed, protected area, cultural landscape) ...

o PES schemes between buyers and sellers ...

o assured by the governance of a trusted or representative
body

» (to reduce transaction costs and to promote the logic of
reciprocity and cooperation)
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Solutions

o A guarantor body of public interest makes publicly available on a map
(property identification) basis benchmark values of the non-market
component of defined ES

o Thus, providing to
buyers (public bodies - exploiting companies, owners, tax payers, NGO, donors)

sellers (farmers, foresters, owners, common land — tenures)

o a robust basics to promote bottom up and locally

all negotiation / transaction processes allowed among private and/or public
actors and organization

PES — schemes activation, environmental damage definition and restoration, land use
change decisions, Policy (i.e. rural development) or planning investment

a better governance of natural resource

+ effectiveness : comparison of values and investment for ESG, efficiency: comparison of
values and rate of overlapping investment of different bodies / actors;

Policies / planning: re-considering the non-market goods’ role in decision making coherently
with social awareness (tax payers)
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Province of Rome

o The method used had to be
o Sound

representativeness of the social capital represented
econometric model(s) used
o Robust

transparently cruise on public debate

o Selected CV as method, robustness has to deal with

the assumption validation - the kind of verifying

systematically consider the possible interaction among the
information influencing the CV robustness

represent robustness in a repeatable yet popularly accessible
way for citizens’ valuation
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Exporting the case study

o Scheme
definition of benchmark values of a defined set of ES

bottom up local negotiation of pricing of selected managing activities related to
selected ES

o Governance the PES negotiation among stakeholders

focusing local communities needs / supply capacity

shared knowledge and social awareness of actual ESG values
o Where

locally defined relations between area and ES provided, to limit transaction costs
High value nature area, recharge basins, watershed, Parks, ...

There are conditions for negotiation triggering and governance
o Money come from
rural development policies, water policies, Parks budget, ...
Donors
o Moneygoto

Activation of a local ES market that can generate (governance)
economic re-organization of producers
related high nature value production / service marketing
Daniel Franco © 2012, All Right Reserved maintaining local identities / culture
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A proposal for a new
PES scheme




ranking the local valuing of ES
and/or the impacts on

Phase 1

Studying locally the problem

The scheme

Phase 3

Sharing the
solutions

Phase 2

Setting a framework
of robust solutions

participative
sharing of
the solutions

selection of potential intervention
to conserve and manage the ranked ES
by local
communities to produce public goods
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definition of a final set
of robust intervention
(conserving / managing
ES to produce common
goods) to be proposed
to local populations

Projects
implementation

Phase 4

Implementation / training

Trainings for the
local actors

l>2




Phase 1

A. ldentifying the value of ecosystem services (and/or the
iImpact on) as perceived by local communities

B. ldentifying a first set of actions to sustain the ES
perceive b}/ local populations as more precious and/or
more impacted sectors, i.e.

Restoration of ES

Local development based on sustainable management
(I%fsthe natural resource connected with the considered

Local PES

management/conservation of the ES of restored
ecosystems after exploitation of main marketable goods

maintaining the production of common goods and/or local
production connected to the ES valued by local
communities
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Phase 2

1. Design step

each project composed by

Background information and expected
results

Working plan

Training plan
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Phase 3

o Sharing the project designed with the local communities
by means of a participative process

o Building social approval and fit the projects details on
real social needing

o Impact on the social perception of the full scheme
Start up:
Training of facilitators

Participative processes

Daniel Franco © 2012, All Right Reserved 25




Aims and achievements

o General aim

improving the local population’s quality of life on an
ecosystem’s sustainable management base

o Achievements

Improving of the local markets based on ecosystem
quality labeling

Improving local capacity building and knowledge

Create PES for the management/conservation of the
pre-existing or restored ES

Implementing the social inclusion of exploiting
company

Long term sustained PES by local markets after the
start up funded phase
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Exporting the project scheme

o Where
Presence of local communities / poor parties
Presence of impacting activities due to marketable EG exploitation
Locally defined relations between area and ES provided
High value nature area, watershed, Parks, ...
o Money come from

Parks budget, exploiting companies, natural resource management
policies...

Donors

o Money goto
Activation of a local ES market that can generate
economic re-organization of producers
related high nature value production / service marketing
maintaining local identities / culture
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All so new ...

1. Sustainability,

2. Right based decisions,
3. Public goods,

4. Participative processes,

5. (Governance...
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Thank you for attention
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Possible discussion points

1. Key points agreement:
governance aspects
communities role
valuing role

focusing management actions (more than mere land
use) vs ES delivered

ecologically coherent area

2. Case studies
Driving features already presents elsewhere?
Opinions about exportability?
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