Payment for ecosystem services

(2008)

3.3.2 Payment for biodiversity

One of the underlying reasons for the loss of biodiversity is that biodiversity is a public good. It is frequently accessible to everyone and it is free. As a result, there is a widespread failure to recognise the significance and value of ecosystem services and a lack of adequate financing mechanisms for them.

The social costs are not passed on in the price of goods produced at the expense of biodiversity.

This frequently leads to excessive use of resources and a failure to invest in sustaining the capacity of ecosystems to continue providing goods and services (‘Tragedy of the Commons’). An additional factor in developing countries is that the very poorest tend to be most dependent on natural resources but lack the capacity to invest in sustainable management of those resources. Making biodiversity a more explicit consideration in economic and monetary decisions is a way of combating poverty directly.

There are various approaches that can help eliminate the economic mechanisms leading to biodiversity loss:

Better regulation of the fair distribution of biodiversity benefits and of access to natural resources while safeguarding property and user rights.

Clear pricing of products and services provided by ecosystems. Markets for biodiversity and related goods and services will create opportunities for more sustainable management. The opportunities are considerable, for example in relation to international agreements on measures to mitigate the effects of climate change by preventing deforestation and degradation of moorlands.

The prescription of requirements for (any remaining) unsustainable use of biodiversity, for example through compensation.

The government of the Netherlands will develop activities along these lines.

However, it cannot do this alone and depends on international collaboration and cooperation with non-governmental organisations. Together with its partners, the Dutch government will investigate what organisational and governance structure, as well as formal and informal agreements are needed at national and international level to successfully implement forms of payment for biodiversity and how they can be put in place. The government will make greater use of market-driven instruments for the preservation and sustainable use of biodiversity. The coalition agreement states that the government wishes to achieve its ambitious targets in pillar three, a sustainable living environment, largely through financial incentives and disincentives to encourage environmentally friendly behaviour. The policy programme ‘Working together, living together’ also states that unsustainable use of biodiversity must be compensated. For this reason, specific attention will be devoted to developing and implementing instruments to compensate for the loss of biodiversity. 

The Dutch government’s targets for 2011 are:

No later than 2011, to agree with the business community on specific measures involving payment and/or compensation for the use of biodiversity (in the Netherlands and elsewhere) on the basis of an advisory report by the ‘Biodiversity and natural resources’ task force.

To help anchor the value of biodiversity in an international context, particularly by highlighting non-trade related aspects (‘non-trade concerns’) in the WTO and in the further development and implementation of the Common Agricultural Policy of the EU.

To quickly reach international agreements on economic instruments addressing deforestation and degradation of moorlands, as a part of the climate change mitigation and adaptation strategies. The Netherlands’ contribution to this effort will include participating in a pilot programme organised by the World Bank to reduce CO2 emissions by avoiding deforestation (Reduced Emissions from Deforestation and Degradation, REDD).

To help formulate international agreements on access to genetic resources and a fair distribution of the benefits derived from them (Access and Benefit Sharing, ABS).

To continue the shift towards environmental taxes and, where necessary, to design or redesign and constantly update incentives, such as the Green Investment scheme and the VAMIL and MIA subsidy schemes for investments by companies in environmental improvements.

To support initiatives aimed at developing markets for both goods derived from biodiversity and for ecosystem services. Where the government operates in the market, it will encourage the market by employing sustainable procurement practices.

Together with international partners and civil society organisations, to explore and promote international mechanisms and instruments involving payment for biodiversity products and services and compensation for unsustainable use of biodiversity.

To research possibilities for linking sustainability criteria to subsidies.

The Netherlands supports the aims set out by the European Commission in the EU Green Paper on market-based instruments for environment and energy. In the Green Paper, the Commission observes that, with a proper regulatory framework, such instruments (levies, subsidies and tradable emission rights) can contribute to efforts to conserve important ecosystems and ecosystem services, and compensate for inevitable loss of biodiversity .

Measures that will integrate biodiversity into production processes and the price of products include supporting the development of sustainability criteria, assessing these criteria in practice, developing market incentives and pressing international bodies for a level playing field and scope for sustainable practices. In this policy programme, these efforts are clustered in the priority area ‘trade chains and biodiversity ’.

What are the Dutch government’s priorities in the Netherlands?

Agreements on the transition that is required

Agree with the business community on specific measures to pay for and/or compensate for the use of biodiversity (in the Netherlands and elsewhere).

Greening measures

Make the tax regime ‘greener’ and where necessary develop, re-develop and continuously update incentive policies, such as the Green Investment scheme and the VAMIL and MIA subsidy schemes.

Climate

Promote the use of organic substances in agricultural areas as water and CO2 buffer through pilot projects and policy.

Actively encourage and support sequestration of CO2 in forests and moorlands.

What are the Dutch government’s priorities in international cooperation?

Anchoring in international frameworks

Make international agreements on a fair ABS regime (no later than 2010).

Strengthening the ties between institutions engaged in international processes aimed at financing sustainable conservation of ecosystems (UNFCCC, CBD, UNFF).

Explore and promote a system of payment for biodiversity in international forums such as the EU’s Common Agricultural Policy (CAP) and the WTO.

Achieve the balanced anchoring of the three pillars of agrobiodiversity (genetic sources, ecosystem services and nature) in the CBD working programme relating to‘Payments for Ecosystem Services’.

Compensating for unsustainable burden on biodiversity elsewhere

Continue developing and implementing the Ecobalance (part of the Future Environment Agenda).

Best practices and pilot projects

Collect best practices and recommendations for establishing markets for ecosystem services, where possible in collaboration with UNEP, OECD, UNFF, CBD and other international organisations.

Carry out a pilot programme in collaboration with the World Bank for projects to prevent deforestation and loss of moorland with the aim of including these activities (aimed at preventing CO2 emission as a result of changes in land use) in the market-based instruments in international climate agreements after 2012.

Reach agreement in the UN Forest Forum on wider and more effective use of financial instruments resources for preserving forests worldwide.

For ecosystem service carbon sequestration, investigate whether and how a pilot project can be set up in a developing country to test identify what which what international rules are needed for payment of emission reduction by reducing deforestation.

On what themes and activities will the Dutch government seek to cooperate with partners in civil society?

Set up scalable pilot projects with Dutch companies.

Develop and implement sustainability indicators and benchmarks for corporate performance on biodiversity.

Carry out pilot projects in ‘payment for sustainable tourism’.

Develop and implement additional financial instruments for specific areas and ecosystem services.

Capacity building, to be specified in programmes.

With the pension funds PGGM and ABP and the Association of Investors in Sustainable Development (VBDO), set up a working group to flesh out proposals for private financing of the conservation and sustainable use of biodiversity.

Set up pilot projects for reducing emissions due to deforestation in the developing countries.
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