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Planetary and social boundaries 

• Kate Raworth at 

Oxfam has added a 

social dimension 

consisting of 11 

minimum 

requirements 

• Together these 

boundaries form a 

safe and just space 

for humanity 

 
CAN WE LIVE WITHIN THE 

DOUGHNUT? 
Oxfam Discussion Papers 2012 



Aim is to clarify: 

 Market-based instruments 

 Commodification 

 Compensation/Payment schemes (PES) 

 Compensation/Offset schemes 

 Habitat banking 

 The role of markets and the role of 

governments 

 



Markets 

 Definition: trade based on the price mechanism 

(requiring many sellers and buyers) 

 Are PES market-based instruments? Not really, 

rather compensation or subsidy schemes using 

price signals, not the price mechanism 

 In most cases, governments dictate price and 

quality and is the only buyer 

 Private PES are CSR-related, financing public 

goods (biodiversity, poverty alleviation) 

 



PES in Costa Rica 

 Costa Rica is one of the most well-known examples of national 

PES, often framed as a neoliberal market-based conservation 

mechanism 

 Neoliberal = ‘‘nothing more than a vehicle for academics who like 

to criticise things that they do not like’’ (Igoe and Brockington, 2007:445). 

 Costa Rica PES is successful because it’s NOT neoliberal: 

 enabled by Forest Law (1996) that banned land-use change 

 largely financed through a carbon tax (+ water tariffs) 

 government is the only buyer (hence it’s not a market) 

 government priorities high poverty areas and “biological corridors” (in 

accordance with the CBD) 

 PES: payments or compensation? You are free to choose! 



Market-based instruments 

 Taxes and subsidies/payments use price 

signals but there are no markets involved 

 ”Cap-and-trade” schemes e.g. Emission 

Trading Systems (ETS) or Markets for 

Ecosystem Services (MES) are markets 

because they rely on the price mechanism 

 Still, governments control these markets, 

determines the cap, distributes permits or 

credits, and commands who must buy.  

Economic incentive schemes 



Biodiversity offsets = markets? 

 Legally mandated biodiversity offsets (or 

ecological compensation) are based in 

liabilities for land exploiters. Case-by-case 

compensation do not even use price signals 

 The other extreme is habitat banking with 

simple metrics (1 acre = 1 credit). The price 

for credits is negotiated in a market. 

 The goal ”No Net Loss” may require metrics 

but not markets. Who does the metrics? 

 Do you prefer offsets or compensation??? 

 

 



Metrics 
suggested by 
Defra (UK) to 
enable 
Biodiversity 
Offests 

 
Biodiversity 
Offsetting Pilots 
Technical Paper: 
 
The metric for the 
biodiversity 
offsetting pilot in 
England  
 
March 2012 
 
www.defra.gov.uk 



Degrees of commodification 

0 No commodification (intrinsic value) 

1 Utilitarian framing (“benefits from nature”) 

2 Monetary valuation (exchange value) 

3 Regulations (non-price) 

4 Tax, Subsidy (price signal) 

5 Markets (price mechanism) 

6 Financialisation 



Degree of 

commodif. 

Main category Examples 

1+2 Information and 

moral suasion 

Eco-labelling 

3 Regulations Quantitative (“Command-and-control”)  

Land-use plans 

Property rights clarifications/modifications 

Case-by case biodiversity offsets/compensation 

4 Economic 

incentive 

schemes  

Taxes 

Subsidies/Compensation/PES 

5 Economic 

incentive 

schemes 

Cap-and-trade and other MES, e.g. biodiversity 

offsets by trading conservation credits 

Table 1. Policy instruments for ecosystem services  
 



Table 2. Framework for ecosystem services valuation and policy integration 

Information in: Qualitative terms 

Rationality 

(concerns, 

motives) 

Concern for non-measurable 

objectives like equity, 

precautionary principle and 

safeguarding the insurance 

value of biodiversity. 

Methods for 

describing 

values. 

Decision-supp. 

(Commodifica-

tion degree 1+2) 

SWOT analysis, Identification, 

Historical assessment, 

Narratives, Stakeholder 

consultation, Delphi methods, 

Multicriteria Analysis. 

Policy 

integration by 

regulation. 

(Commodifica-

tion degree 3) 

Land use planning, protected 

areas, defining property rights 

and liability for ecological 

compensation.  

Policy 

integration by 

economic 

incentives. 

(Commodifica-

tion degree 4+5) 

PES directed to certain 

communities and MES or tax 

reforms to change drivers and 

improve conditions in multiple 

dimensions. 

Level of tax or PES is not a valuation of the ecosystem service 

but reflects the opportunity cost of conservation. 



Table 2. Framework for ecosystem services valuation and policy integration 

Information in: Qualitative terms Quantitative terms Monetary terms 

Rationality 

(concerns, 

motives) 

Concern for non-measurable 

objectives like equity, 

precautionary principle and 

safeguarding the insurance 

value of biodiversity. 

Concern for reaching 

quantitative targets in cost-

effective ways without 

expressing targets in 

monetary terms. 

Concern for economic 

efficiency by internalising 

externalities.  

Methods for 

describing 

values. 

Decision-supp. 

(Commodifica-

tion degree 1+2) 

SWOT analysis, Identification, 

Historical assessment, 

Narratives, Stakeholder 

consultation, Delphi methods, 

Multicriteria Analysis. 

Technical/scientific mapping 

and assessment of trends e.g. 

water flows and species 

abundance. Multicriteria 

Analysis. 

Estimating values of e.g. 

water flows in monetary 

terms. Travel-cost method, 

Contingent valuation. Cost-

benefit analysis. 

Policy 

integration by 

regulation. 

(Commodifica-

tion degree 3) 

Land use planning, protected 

areas, defining property rights 

and liability for ecological 

compensation.  

Land use planning etc. Land use planning etc. 

 

Policy 

integration by 

economic 

incentives. 

(Commodifica-

tion degree 4+5) 

PES directed to certain 

communities and MES or tax 

reforms to change drivers and 

improve conditions in multiple 

dimensions. 

PES, MES and tax reforms to 

change incentives of market 

actors and reach quantitative 

goals in a cost-effective way. 

PES, MES and tax reforms to 

account for externalities with 

the aim to increase economic 

efficiency. Level of tax or 

PES is informed by the 

calculated value of the 

targeted ecosystem service. 

Level of tax or PES is not a valuation of the ecosystem service 

but reflects the opportunity cost of conservation. 



Is commodification ”good”? 

 What kind of commodification? 

 What degree of commodification? 

 Good for what? (CBD objectives or market?) 

 Good for whom? 



German Compensation Pools 

 Governed by public or private “Compensation 

Agencies,” appointed by respective state nature 

conservation agency 

 Integrated to municipal planning 

 No role for the market, neither for determining 

price nor quality (Conway et al. 2013:113-114) 

 The German compensation pools are legal 

liability, i.e. the 3rd degree of commodification. 

 Conway calls them “habitat banks”  

 



3 options for EU No Net Loss 

1. a clear decision-making framework, to ensure 

degradation is avoided wherever possible before 

compensation is envisaged (“strong regulations”) 

2. an overall non-binding framework at EU level providing 

guidance and exchanges of best practices for Member 

States who have adopted voluntary or mandatory 

biodiversity offset policies  

3. an EU level legal framework for no net loss of 

ecosystems, which could make some of the above 

elements mandatory. (“habitat banking”??) 

      (European_Commission 2011). 

Which one describes the German compensation pools?  



Financialisation: Forest bonds 

 Forest owners can ”raise large-scale finance now that 

will be repaid by existing and anticipated future 

income… from carbon markets” (Goldman Sachs, WWF et al.)  

 In this case there is a financial benefit stream (REDD). 

The financial sector is keen to enter this market and tap 

this money. How does this enables the CBD goals? 

Governments and the Global 

Environment Facility (GEF) are 

insufficient, hence we need some 

help from Goldman Sachs to 

create and sell bonds, using 

forests as collateral 



Who is the ”private sector”? 

 “Feed-in-tariffs” for renewable energy. Private sector = 

wind power producers and energy users 

 For PES, landowners are producers; the users are...? 

 The benefits (biodiversity + poverty alleviation) = public 

goods! The users are all citizens 

 Economic theory: public goods are most efficiently 

provided by the government through taxation  

 For biodiversity offsets there is one user/exploiter 

 Land exploitation motivates liability to compensate 

 



    Thanks! 



Biodiversity Offsets 

 “We believe that by making accessible information on policy, 

finance, regulation, science, business, and other market-

relevant factors, markets for ecosystem services will one day 

become a fundamental part of our economic system, helping 

give value to environmental services that, for too long, have 

been taken for granted.” www.ecosystemmarketplace.com  

 What is the aim – create market prices or fulfilling the three 

objectives of CBD? 

 Trading biodiversity is extremely complex, hence requiring 

rigorous regulations. Probably more efficient (lower transaction 

costs) if offsets are handled by the same agency that gives 

permissions for habitat degradation. Market prices are 

complexity blinders. 

http://www.ecosystemmarketplace.com/

