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EXECUTIVE SUMMARY

Learning from existing mechanisms

Developed countries have already established a number of mechanisms to implement environmental
transfers either within their own country, or towards other countries, including developing nations. The
present review looks at a number such of mechanisms with a common matrix of analysis and tries to draw
lessons for the design of RUPES mechanisms in Asia. All these mechanisms have been designed to provide
reward to farmers for environmental services, and we put the priority on the ones which were clearly
targeting upland farmers. Not all these schemes had poverty alleviation as their objective, but many did have
a clear social orientation, and in all cases we tried to look at whether these schemes could be targeted to
reach poor upland communities.

Matrix of Analysis

The matrix of analysis is based on a number of parameters. First, we identified the type of environmental
services that were supposed to be promoted by each mechanism. The following point is to identify who
benefits from the said services. Another important point in the analysis is the origin of the resources for the
reward. It should be directly related to the beneficiaries of the services, but because of market imperfections
and lack of capacity of certain communities to finance the environmental services they need, this is not
always the case. We identified four types of origins: public budgets, indirectly concerned stakeholders,
directly concerned stakeholders and ‘polluters’ —firms or communities that have been identified as emitting
an excessive gquantity of waste or harmful elements, including carbon.

The main challenge found in all RUPES mechanisms is how to make sure that the rewards are effectively
reaching the upland poor. This is all the more difficult since upland communities are remote, isolated, and
usually lack institutions able to represent them in a democratic and effective way. There are three main types
of institutions that have been found to channel environmental rewards to the poor.

The first is government, whether at national, regional or local level. They usually take part in the
coordination and regulation of RUPES mechanisms. When they are the ones counted on to deliver the
rewards, lack of capacity and corruption are important constraints to effective delivery.

For this reason, NGOs - including international ones, national ones and community or local level ones - have
increasingly been relied upon to deliver benefits to the rural poor through their capacity and their
representativity and legitimacy. Finally, a number of mechanisms rely on the market to deliver the benefits to
the farmers, such as eco-labelling and trade in carbon emissions offsets. However, even in such cases, NGOs
are often needed to make sure that the poor really benefit from the transfer.

Another way to differentiate amongst RUPES mechanism is through the type of rewards. We identified three
main types. The first are direct financial rewards, such as subsidies given in exchange of the implementation
of a particular land use change . The second is rewards in kind, like is the case in many community
development projects providing infrastructure, training or other material benefits or services to the upland
poor. The third is access to resources or markets, such as land tenure, or access to better markets through
eco-labelling, or schemes in which the allocation of public contracts is given partly based on environmental
quality.

The most effective RUPES systems are the ones in which a clear link of conditionality between the
environmental service and the reward, with some sanctions exists, usually in the form of a contract. This is
the case of targeted agri-environmental subsidies in Europe and the USA, and is also the case of most eco-
labelling schemes, as well as some bio-prospecting schemes. However, these schemes require a sophisticated
institutional setting, with the capacity to understand contracts and to enforce them.

This directly leads to the last point in the RUPES analysis, i.e. whether there is a monitoring and evaluation
system to ensure that the poverty alleviation and environmental targets are met. Schemes that are based on



a contract usually have such evaluations, in order to check that the contracts are respected. Mechanisms that
are project-based usually rely in classical project cycle evaluations.

We used these criteria to analyse a number of RUPES mechanisms identified through bibliography, internet
search and interview with experts. Five main types of mechanisms were identified, as summarized below.

5 Main Types of Mechanisms

1.

People-friendly conservation strategies group all the projects in which conservation objectives are
linked with interventions aimed at making sure that the rural population benefits from conservation
activities and has an interest in contributing to them. This includes Integrated Conservation and
Development Projects (ICDPs), community forestry, community-based resource management projects,
etc. These activities are usually funded out of public expenditures, including levies on environmentally
harmful activities, local taxes, and international development funding. In some cases they are also
financed or co-financed by private donors and NGOs.

ICDPs have been criticized a lot. This review found that contrarily to some optimistic paradigm, there is
no inherent strength in the ICD concept that will make it easier to attain both conservation and
development objectives within the scope of integrated projects. However, our review indicates that
there is space for integrated conservation and development strategies and projects that actually deliver
on both fronts. To succeed, ICDPs need to be based on strong economic realism and real economics-
environment linkages also supported by an adequate policy framework and a local institutional setting
that enables to implement real people consultation and participation.

Contractual rewards for environmentally-friendly agriculture and forestry. This includes
several types of instruments in which environmentally beneficial practices are defined, and rewards are
proposed to their users on a contractual basis. This contractual basis usually includes payments from a
public source (for example, public subsidies), sometimes from a private source (from an NGO), or
certification of products (eco-labeling), in which case the reward is an improved market access. Several
sources can be combined. The main limitation of contractual approaches in developing countries is the
degree of institutional development needed for their design and implementation, and the costs involved
in the process. They can be applied in developing countries, but there are a number of conditions.

First, there must be some institutions able to design contracts adapted to local conditions. Second, funds
must be available to finance the process if it has to benefit the rural upland poor, who cannot pay for
requested changes or even for the certification of existing beneficial environmental practices. This can be
done through public aid, through NGO funding, or through private companies marketing eco-labeled
products purchased from the poor. Finally, the whole process depends on the credibility and
accountability of the institutions managing it.

All these conditions mean that contractual approaches, despite the huge hopes that they create —
especially in the case of certification — remain difficult to implement on a large scale in developing
countries, especially if the upland poor are the target beneficiaries.

3. Environmentally and Socially Sound Tourism (Eco-Tourism) includes all interventions in which

tourists are brought to a natural area in conditions that are aimed to benefit environmental conservation
and the welfare of local people.

Like in all other RUPES instruments, eco-tourism, to be sustainable and to succeed in actually reaching
the poor, must be based on a proper institutional framework. Adequate institutions and funds are also
needed to provide capacity building to local players, in the form of training, marketing support, and seed
financing when needed. Finally, eco-tourism projects need to ensure that there is a dialogue between the
stakeholders to avoid harmful conflicts, and set up a participatory monitoring and evaluation system
managed by the stakeholders. Eco-tourism can be subject to eco-labeling to guarantee consumers and
other stakeholders that it actually meets a number of social and environmental conditions. But this
brings in the constraints associated with certification, i.e. complexity and costs.

Share of benefit of genetic resources includes all kinds of rewards received by rural people and
other stakeholders in exchange for the conservation and provision of genetic resources that can be used
commercially by the agriculture, pharmaceutical or biotechnology industries. However, there are a
number of issues to be considered, which explain the controversies surrounding these schemes.



First, the earnings from genetic resources use are uncertain and take at least 10 years to materialize.
The recipe for success seems to combine public funds to start a program, and royalties from private
companies as a "bonus". The involvement of public institutions, especially international ones, can also
help to ensure that the host country receives assistance in its negotiations with the foreign private
partners, and that there is some transparency in benefit sharing within the country.

Another cause for controversy is the fact that because the largest part of the added-value in the creation
of a new crop variety or drug is made in high-tech developed countries laboratories, the share of the
benefit going to the suppliers of the raw genetic information will always remain small — unless they can
access that technology. Hence, technology transfer and capacity building should be key components of
any genetic resources benefit sharing project.

5. Trade in Emissions Permits includes watershed conservation strategies based on waste emissions
trade and, more recently, carbon trade. Direct trade of waste emissions in watershed was found to be
difficult to implement in developing countries, due to the institutional conditions required to establish
and regulate such a market — too many occasions of fraud would be possible. Levies and funds from
industrial polluters or users of water can, however, be used for funding community-based natural
resources management projects.

This mechanism remains weak for a number of other reasons. First, the funds available are not that great
yet. For the moment, the market seems rather experimental and based on the goodwill and image
strategy of companies, and their anticipation of the market. If this market fails to materialize and if
countries and private companies can continue emitting carbon without any clear sanction or benefits in
case of emission offset, they might loose interest in this type of projects. Another worrying element is

the number of projects and countries that are offering carbon credits or planning to develop some.
When compared to the actual low requirements of carbon emissions reductions, this means that supply
could become so abundant that prices will fall. This means that the future of such projects will depend a
lot on the success of international organizations to make international treaties stronger and binding.

Conclusion: to not punish is to reward

There are three main conclusions to this review. The first is that the path leading to effective implementation
of RUPES mechanisms is very narrow. All the mechanism reviewed here require a fair amount of institutional
development, and hence need funding for capacity building, if they have to actually reach the poor and
effectively promote environmental conservation. This is bad news since the funds available for such projects
are very limited when compared to the needs.

The second lesson is that market-based mechanisms seem to have a much larger potential in terms of
funding available and that they can be effective RUPES whenever they are implemented by the private sector
in cooperation with NGO or other institutions enabling the involvement of all stakeholders. Market-based
mechanisms are defined here as the ones which are the most efficient at internalizing the social
environmental costs or benefits of a particular practice. The involvement of private companies often result in
a greater efficiency, under the condition that their activities is closely monitored and complemented by
NGOs representing all stakeholders, and ensuring that the benefits of these mechanisms actually reach the
poor.

The last and first lesson of this review is that these mechanisms in most cases have little chance to be of use
because their potential impact is contradicted by a number of perverse incentives running against the upland
poor and against environmentally-friendly practices. Identifying and trying to remove these penalties should
be the first step before starting to design and implement RUPES mechanisms. The effectiveness of removing
them rather than try to implement complicated RUPES mechanisms with limited resources need to be
assessed. In many cases, it is likely that removing the penalties will provide a more effective way of meeting
environmental conservation and poverty alleviation objectives than any RUPES mechanism.
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SETTING THE FRAMEWORK
Why this review

The idea of rewarding the rural upland poor for the
environmental services they provide (RUPES) stems
from several observations:

1. Some of the land-use practices of the rural
poor, especially farmers in upland areas, deliver
environmental services - such as watershed
conservation, biodiversity protection and
carbon storage (see Box 1 for a definition of
environmental services).

2. These environmental benefits are mostly
enjoyed by external stakeholders, who may be
downstream users of water, biotechnology
companies collecting genetic information and,
in the case of carbon storage, humanity as a
whole.

3. Some of the most environmentally-beneficial
land use practices are less rewarding financially
than alternative land uses, at least in the short
run. When this is the case, farmers are likely to
shift to less environmentally beneficial practices
as soon as they are able to.

4. In the mean time, the rural poor are unwillingly
incurring costs in the form of foregone income,
without being financially compensated for the
environmental services they provide.

This reflects a general market failure in
environmental values. Despite attempts to establish
market mechanisms that place financial value on
environmental services, most environmental goods
such as clean air, fresh water and biodiversity
remain principally public goods — and often
international public goods. In most cases, there is
no market mechanism to reward the people who
maintain these goods, while those who damage and
deplete them reap private benefits in this modern
tragedy of the commons. If we would like the rural
poor to continue providing environmental services,
intervention is needed to compensate for these
market failures, by rewarding practices that
preserve and improve the environment.

Another reason to promote environmental

rewards for the rural poor is that it provides a new
framework for financial transfers between rich
countries and developing countries. As stated by
Munasinghe (1995): "Environmental transfers from
developed countries are premised on the fact that rich
countries have already attained most reasonable
objectives of development, meaning that they can afford
to commit resources to global environmental protection

even at the expense of material growth. By contrast,
developing countries have a limited capacity to resolve
even domestic environmental problems. They can be
expected to contribute to global environmental
programs only if such participation is consistent with
more urgent priorities, such as economic growth and
poverty alleviation."

Indeed, it can be considered that such transfers
represent an obligation of rich countries, which
have been using a higher share of the world's
natural resources than poor countries. Although
the valuation of this "Ecological debt" is
controversial, taking it into account is especially
important since developing countries tend to have
higher adjustment costs to global environmental
change. Hence the proponents of the "debt-for-
nature” swap advocate an abatement of the financial
debt of poor countries in exchange of the
"ecological debt" of rich countries, or over forms of
financial compensation (Simms, 2001).

Despite such claims, development aid from rich
countries is on the decline. The failure of some
development assistance strategies has provided an
excuse to reduce the amount of spending. The
growing ideological preference for market
liberalization over aid as a development tool, has
led to a dramatic drop in transfers. This was not
compensated by direct foreign investment, which
remains a trickle and is highly geared towards
exploitation of natural resources (UNCTAD, in
Simms 2001). Most OECD countries have
abandoned their commitment to transfer 0,7% of
their GDP to development assistance. The total
volume of their aid was about US$40 billion in the
beginning of the 1990s, and has fallen down to
US$30 billion now. By contrast, it was estimated at
the 1992 Rio Earth Summit that meeting
environmental conservation targets would require
an additional funding of US$600 hillion, of which
125 billion was supposed to be provided by the
international Community, the rest (475 billion)
being provided by the countries themselves
(Tubiana, 2000).

In this context, environmental transfers — i.e. direct
or indirect financial transfers based on
environmental services — could provide a venue for
increasing the flow of financial resources from rich
countries to developing countries. If such transfers
are targeted towards the rural poor, they could
enable to meet objectives of environmental
conservation, economic growth and poverty
alleviation at the same time. This would then
alleviate the concern common in developing



countries, i.e. the fear that environmental
conservation can only be obtained at the expense
of the income of their population.

Experience from Developed
Countries: towards Market-based
Instruments

Developed countries have more experience than
developing countries in environmental policies,
either in their own countries or in international
cooperation projects. A review of their experience
is then a useful start before trying to develop such
mechanisms in Asia.

Environmental policies in developed countries have
been conventionally based on "command-and-
control" mechanisms, in which potential polluters
are given highly specific regulations, often including
specific technologies to adopt (De Andraca and
McCready, 1994). These are thought to be of lower
efficiency since each player has a different marginal
adjustment cost for attaining a particular
environmental objective (Hussen, 2000). It would
be more efficient to design mechanism to ensure
that entities with the lowest adjustment costs make
the changes first. Hence, market-based instruments
(MBISs) have been proposed as a mean to reduce
environmental degradation at the lowest possible
social cost - by aligning private costs with social
costs in such a way that "externalities" become part
of the decision making of each economic actor
(Huber et al., 1998).

Box 1. A Few Definitions

Despite their growing popularity with
environmental economists, there is no single
standardized definition of MBIs, and the literature
lists hundreds of different types of such mechanisms
(Huber et al., op.cit.). There is not even a clear-cut
frontier between "non-market" and "market-based"
instruments. In practice, there is rather a
continuum between different mechanisms,
depending on their capacity to internalize
externalities, and equate the individual value of an
environmental damage or service with its social
value. As stated by Huber et al.: "The particular
strength of an MBI depends on the degree of flexibility
that a polluter has in achieving a given environmental
target. A "weak" MBI essentially dictates through
regulation the type of process that must be used; failure
to comply results in economic sanctions. A "strong" MBI
would allow market forces to determine the best way to
meet a given standard or goal (...), and thus
decentralizes decision making to a degree that the
polluter or resource user has the flexibility to select the
production or consumption option that minimizes the
social cost of achieving a particular environmental goal.”

This definition covers all the field of what is usually
designed as "economic instruments" in
environmental policy. Economic instruments have
been increasingly used by developed countries
especially for the reduction of pollution. They
typically include a number of charges, fees, liability
payments instruments as well as deposit refund
systems, tradable emissions and targeted subsidies
(see Box 1 below for a definition of these
instruments).

Environmental Services. In its broadest sense, all goods and services provided by the environment and the
ecological systems, including environmental quality (Hokby and Soderqvist, 2001). The present document
focuses mostly on three types of environmental services: (1) watershed services, such as soil conservation and
regulation of water cycles; (2) biodiversity; and (3) carbon sequestration.

Economic or Market-Based Instruments. Market-based instruments are meant to achieve the goal of
reducing environmental degradation at the lowest possible social cost, by aligning private costs with social
costs in such a way that "externalities" become part of the decision making of each economic actor. (Huber et

al., 1998).

The OECD classification of economic instruments includes (Anon, 1997):
Q Emission charges/taxes: direct payments based on measurements or estimates of the quantity and quality

of pollutant discharged.

Q User charges: payments for the cost of collective services, primarily used as a financing device by local
authorities e.g. for the collection and/or treatment of solid waste or sewage water.

O Product charges/taxes: payments applied to products that create pollution during their lifecycle (for
example: fertilizers, pesticides, batteries, etc.). Product charges/taxes are intended to modify the relative
prices of the products and/or to finance collection and treatment systems. One form which product
charges/taxes may take in practice, is that of tax differentiation leading to more favorable prices for

"environmentally friendly" products and vice versa.




Deposit refund systems: a payment/surcharge is made when purchasing a product contained in a
designated type of product (e.g., packaging). The payment (deposit) is reimbursed when the product is
returned to the dealer or a specialized treatment facility.

Marketable (tradable) permits/quotas (also referred to as emissions trading): based on the principle that
any increase in emission from a given source must be offset by a decrease in emissions of an
equivalent, and sometimes greater, quantity. For example, when a statutory ceiling on pollution levels is
fixed for a given area, a polluting firm can set up a new facility or expand its activities only if it does not
increase the total pollution load. The firm must therefore buy "rights" or permits to pollute from other
firms located in the same control area which are then required to abate their emissions by an amount
equal to the additional pollution emitted by the new activity.

Non-compliance fees: fees imposed on polluters which do not comply with environmental requirements

and regulations. They can be proportional to selected variables such as damage due to non
compliance, profits linked with reduced (non) compliance costs.

Performance bonds: payments made to authorities in expectation of compliance with the environmental
requirements. The bonds are refunded when compliance is achieved.

Liability payments: Liability payments are made to compensate for the damage caused by a polluting
activity. Such payments can be made to "victims" (from chronic or accidental pollution) or the
government. They can operate in the context of specific liability rules and compensation schemes (e.g.
funds). NB: Neither non-compliance fees, nor liability payment can be construed as fines which are

lump sum legal sanctions.

Subsidies: Under the term "subsidies" all forms of financial assistance to polluters or users of natural
resources is understood, e.g. grants, soft loans, tax breaks, accelerated depreciation.

In fact, although they are not always categorized as
market-based instruments, targeted subsidies, can
be considered as such as long as they enable to
internalize some external costs or benefits, and
they are included in the OECD classification of
economic instruments. As long as they are flexible
and based on some competition, subsidies may
result in the creation of new markets. For example,
in some European countries, funding for changes in
farming practices that result in an environmental
betterment are allocated on a competitive, tender-
like basis. Farmers submit proposals, which are
evaluated by public commissions, which then select
the ones that provide the better environmental
services for the lowest cost. This mechanism is
comparable to any kind of competitive, open-
tender allocation of public procurement contracts.
It results in the creation of a market for
environmental services, albeit a non perfect one
since there is only one client — the State.

Hence, rather than proposing a separate
presentation of "Non-market" and "market-based"
instruments, we will review a number of existing
mechanisms and try to identify their capacity to
internalize social values for the providers of
environmental services.

The Basics: Stop Punishing Before
Rewarding

To Punish or to Reward?

Two types of policies have been used to promote
environmental conservation, depending on whether
the accent is put on the carrot or the stick.
Command-and-control instruments are usually
more of the "stick" type: they regulate against
practices which are environmentally harmful, such
as waste discharges, or impose practices thought to
be beneficial, such as planting hedges. In both cases,
a refusal to abide results in a penalty, such as a fine,
a jail sentence, the cancellation of a license or
resource use permit, etc. Economic instruments, on
the contrary, can be either punishing or rewarding,
or both.

"Punishing" instruments aim to internalize
environmental costs, and they have been the
most widely used in developed countries, especially
when the accent has been on the prevention of
environmental damage, based on the "polluter-pays"
principle. "Punishing" instruments include charges
and taxes, deposit-refund systems, non-compliance
fees, performance bonds, and liability payments.



In all cases, the failure to reach some environmental
objectives results in a cost for the responsible

party. "Punishing" instruments, for example
emission fees, are increasingly been used in
developing countries, but they can only be applied
to those stakeholders who have an economic
surplus enabling to pay the related cost. For both
practical and moral reasons, they cannot be applied
to the rural poor.

"Rewarding" instruments, which are the focus
of the present study, are aimed to internalize
environmental benefits. They have been
increasingly used in Europe and in Northern
America during the last two decades, and are now a
major part of the "agri-environmental measures" of
the European Common Agricultural Policy. The
most common of them is targeted subsidies and tax
or tariff exemptions. Other creative measures
include conditional allocation of resource use (for
example, building permits are allocated based on
environmental impact studies), or the preferred
allocation of public markets (a recent Law in France
requires that local government units must take into
account eco-efficiency in choosing suppliers).

Some market-based instruments combine a
"punishing" and rewarding" element. This is clearly
the case of tradable emission quotas and the newly
designed Clean Development Mechanism. In such
cases, the party which is above quota incurs a cost,
and the parties which are below quota receive a
payment in exchange for selling their unused "rights
to pollute”. Eco-labelling schemes include elements
of penalty and reward. They result in a penalty
when a supplier which does not meet certain
environmental criteria is excluded from a market,
or in a reward when certified products command a
higher price.

To Not Punish is To Reward

While the main focus of the present review are the
policy instruments that are based on providing
rewards, it is important to remember that the rural
poor can be rewarded in a indirect way for
environmental services by being exempted from
penalties applied to other parties. A good example
is all the cases of taxes and tariff exemptions, which
can take direct or indirect forms.

This is the case for example if a tax is imposed on
pesticide use. In appearance, farmers who do not
use pesticides do not receive any reward, but on a
competitive market for farm products, they will end
up with an advantage over farmers who use

pesticides and are subject to taxation. Such a
mechanism will be all the more effective since poor
farmers were likely not to use pesticides anyway
because of their cost. Hence it is very important to
include an analysis of "punishing" schemes when
devising RUPES policies. Any scheme that impose a
cost on the environmentally harmful practices of
other natural resources users is indirectly a reward
for the environmental services of the rural poor.

In that respect, the first step into a RUPES-oriented
policy analysis is to make sure that first, all policies
that promote environmentally harmful practices
or/and discriminate against the poorer or smaller
farmers are lifted. In reality, not only are there few
mechanisms for rewarding the providers of
environmental services, but policies often promote
environmentally-harmful practices. This is true of all
those policies aimed at promoting input-intensive
agriculture, notably through subsidies for pesticide
and chemical fertilizers. Policies that fail to provide
natural resources managers — be it poor indigenous
farmers or large forest concession holders - with
clear, long-term rights over land and resources also
work against environmental conservation. Many
agricultural policies are also heavily biased against
the poor: in developing countries, especially where
corruption is rife, large companies are more likely
to access subsidized credit and land permits than
poor farmers.

This is especially true when international economic
relations are considered. In the international trade
scene for agricultural and forestry products, there
is a huge bias against the rural poor of developing
countries. This is due to the fact that most rich
countries are heavily subsidizing their own
agricultural sector, and that within rich countries,
agricultural subsidies are likely to benefit first large
farms which make a high use of chemical inputs,
irrigation water, etc. This is slowly changing as rich
countries are shifting from production-oriented
agricultural policies to programs that take into
account the environmental functions of agriculture.

récupérer fichier détruit

There is indeed a long way to go, both in
developing and developed countries, in removing
the penalties and perverse incentives against
the environmental services provided by the rural
poor. This is extremely important to remember: an
analysis if the biases against the rural poor and
against environmental conservation should be
conducted before any development of RUPES
mechanisms be considered in any country. In many
cases, policy makers are likely to find out that



rather than designing complex rewards systems,
lifting perverse incentives to environmental
degradation benefiting the rich is a more efficient
first step towards implementing a RUPES policy.

Framework of Analysis of Existing
Instruments

In order to compare the different types of
instruments and to provide a framework for their
analysis, we have identified a number of criteria.
First, the most important is the actual type of
environmental services rendered by the rural poor.
Then, we have to consider who benefits from these
services, and who is willing to pay for them — it may
not always be the same stakeholders. Finally, we
take into account the intermediaries in the
transaction — the ones who channel the reward to
the rural poor.

Interlinked Environmental Services

There are three main types of services considered
in this review.

Watershed services

Watershed services encompass soil protection and
regulation of water flows. Since we mostly consider
the rural poor, this applies in particular to all the
situations where the conservation of a dense
vegetation cover is needed in the upper parts of a
watershed to avoid erosion and siltation, as well as
to store water from rains and to regulate its flow
to the lower parts of the watershed, limiting the
incidence of extreme droughts and floods. Although
the very existence of these functions are
sometimes controversed and depend a lot on local
situations, it remains clear in most cases that the
rural upland populations, by their land use
practices, can have a significant effect on soil
conservation and water cycles. This effect can be
positive or negative. Negative effects occur every
time when pollutants are discharged in the water,
and when the bare soil is exposed to erosion,
especially close to water streams. Positive effects
are supposedly linked with the maintenance of a
dense vegetation cover all year long, especially
during rains. In the tropics this mostly takes the
form of tree crops, agroforestry or forest.

The beneficiaries of watershed services are usually
relatively easy to identify. They include:

- the users of waters in a river basin;

- the populations who live downstream of a
given area;

- the potential future users of the soil in the area
under concern.
Biodiversity Conservation

Biodiversity in its broadest sense covers the
diversity of all life forms in an ecosystem. It can be
considered at different levels in natural and man-
made ecosytems.

The inter-species and intra-species diversity of flora
and fauna, both at micro and macro level, is
particularly high in tropical forest ecosystems. The
rural poor can contribute to its preservation by
preserving forested areas, and using them (for
example for the collect of timber and NTFPs) in a
way that maintains the biodiversity.

Agro-ecosystems differ a lot by their degrees of
inter-species diversity. This depends first on the
choice of cultivated species. The upland farming
systems, especially in poor areas, tend to be less
specialized and more diverse than in lowland areas
with good road access and easy mechanization.
Besides, the conservation of non-cultivated flora
and fauna depends a lot on cropping practices, and
the link is not always well documented. Land-
clearing, tilling, watering and fertilizing practices
have an important effect on the biodiversity, both
below and above the ground surface. Weeding
practices and pest management play an important
role (the rubber agroforests of Sumatra are rich in
flora and fauna because the farmers do not
eliminate the species growing with rubber). Because
they have a low access to chemical inputs and
mechanization, the rural upland poor tend to have
practices that result in a relatively high degree of
inter-species diversity.

Agro-ecosystems also vary a lot as far as intra-
species diversity is concerned. The upland farming
systems found in poor areas present a high variety
in landraces, both between areas (because of the
use of locally-selected cultivars) and within an area
(because farmers minimize risks by planting several
varieties at the same time). Again these strategies
can change if farmers acquire the capacity to use
selected cultivars with a higher potential
productivity.

It is important to also include indigenous traditions,
cultures, knowledge and technologies in
biodiversity. Again, their conservation is not
necessarily a mater of deliberate choice, but



sometimes simply a lack of exposure to more The direct beneficiaries of the preservation of
appealing alternatives, and indigenous cultural inter- and intra-species diversity include:
diversity is easily eroded as the rural upland poor
gain access to new technologies and to the
dominant mass-culture.

Q the biotechnology companies and laboratories,
which exploit genetic diversity for the
improvement of cultivated species, or for new
pharmaceutical or industrial applications;

Finally, landscape conservation is an important

aspect of biodiversity conservation, especially in

developed countries which place a high value on
the conservation of "traditional" landscapes. This is
an extremely difficult point to evaluate because
beauty is subjective, and the links between
biodiversity, tradition and the aesthetic values of Q the whole set of beneficiaries of the local
landscapes are far from being simple (Box 2). tourism nature and culture-based industry.

Q the coming generation of farmers who will
benefit from the higher productivity of an area
due to high biodiversity, such as better soll
properties or abundance of predatorinsects for
integrated pest management;

Box 2. Uneasy Relations between Indigenous Practices and Landscape
Conservation

Conserving landscapes is an important point in the European programs aimed at rewarding farmers for
environmental services, also called "agri-environmental measures". Traditional landscapes, especially in
upland areas, are considered as an important part of the common and local cultural patrimonies, and an
important component of "biodiversity". In developing countries, governments and people may be less
sensible to the charms of forest landscapes, terracing, manual rice planting and buffalo-ploughing, which
they may consider as nothing less than the signs of the low productivity and hard living conditions of the
rural poor. Tourists, however, are there to remind them that some people do value these as beautiful
traditions, and are ready to pay to enjoy their presence. This can be a high motivation towards landscape
and cultural preservation.

The difficulty is to define what is "traditional" and "aesthetic". Two examples from developed countries
exemplify these ambiguities and illustrate the difficulty in drafting RUPES policies based on the
preservation of such values.

The striking, dark purple-blue tubular rows of lavender grown in Southern France has now become a
landmark and symbol of beautiful Provence. They are found on postcards, paintings and symbolic
representions of the area. For the tourist, they have come to represent the traditional Provence landscape.
But what is tradition? Few tourists know that this form of landscape results from recent changes in
agricultural technique (B. Ehrwein, pers.comm.). Fifty years ago, lavender was cultivated in small squares,
using pale lavender blue varieties with animal traction. Mechanization of weeding and harvest has led to
the planting of lavender in rows, hence the striking tubular landscape of today. As for its beautiful, dark
purple-blue, it is the color of a recently introduced hybrid, the grosso variety, chosen for its robustness and
productivity. In a massacre of intra-species diversity, the grosso has replaced the numerous paler versions
cultivated before, covering 80% of the landscape. Conservationists interested in preserving the traditional
landscape and biodiversity of Provence 50 years ago would have wanted to prevent this change, yet the
resulting landscape draws thousands of tourists to poor villages, and the modern lavender grosso variety is
now sold for decorative purposes in gardening.

While the diverse landscapes of rural upland areas seem to have much appeal to tourists from rich
countries, it should also be remembered that the monotonous landscapes of Northern France's Beauce
wheat monoculture areas have inspired famous poets, just like the flat, homogenous industrialized farms of
the US Midwest are considered a landmark and have inspired more than a photographer. In such case, itis
not diversity which is prized, but the sheer striking scale of a homogenous landscape. Biodiversity
advocates, who would have tried to prevent the progressive mechanization and uprooting of hedgerows
which led to these changes, would have prevented the birth of what is considered in those areas as the
local cultural patrimony.

These examples remind us that aesthetic values change with time and culture, and that there is no simple,
linear correlation between tradition, biodiversity, and landscape beauty. This means that no simple solution
can be designed for landscape and biodiversity preservations, without a deep knowledge of the local
relationships between the various components of the equation, and a dialogue between all the
stakeholders.




The indirect beneficiaries are the consumers,
producers and industries benefiting from the better
crops, medicine and other industrial products
derived from the use of genetic resources.

Besides, biodiversity also has non-economic

existence values, such as spiritual, ethical, aesthetic
values, which are particularly significant in the case
of the preservation of local cultures and landscapes.

Carbon Sequestration

Carbon sequestration refers to the removal of
carbon from the atmosphere to counterbalance the
effects of fossil fuel emissions and mitigate their
effects on global warming. As far as rural upland
ecosystems are concerned, carbon can be stored
either in the soil or in the above-ground biomass, in
natural and artificial landscapes.

There are a number of ways by which the rural
upland poor can contribute to carbon
sequestration. The first one is through the
conservation of existing carbon storage, for
example by avoiding deforestation, or any
conversion of existing land use systems to new
ones with a lower carbon storage capacity. The
second one is through the conversion of existing
land-use to new ones with a higher storage
capacity, which is also called carbon sinks. This can
be done through reafforestation programs, for
example. The third one is through changes in the
management of existing land-use types,
incorporating practices that will result in a higher
carbon sequestration. Thgis can be done, for
example, by promoting practices which increase
carbon sequestration in soil organic matter (Uri and
Bloodworth, 2000).

Before the Kyoto protocol, the beneficiaries of
carbon sequestration were the whole of mankind,
and the capacity of the atmosphere to absorb
carbon was an international public good on which
everybody seemed to have an infinite free right of
use. This means that the only way to finance
carbon sequestration programs was through
international public expenditure, or through the
contribution of concerned individuals and
institutions.

The Kyoto protocol allows for international trade
in greenhouse gas emission allowances between
countries, but also directly between private parties.
This trading involves transfers of emissions allowed
under a Party's emission limitation commitment,
between Annex | Parties only. It also sets up some

joined investment programs, by which a country
can increase its emissions rights by investing in a
carbon sequestration program in another country.
The mechanisms are known as the Joint
Implementation (emissions-cutting investment
projects by industrialized countries in other
industrialized countries) and the Clean
Development Mechanism (emissions-cutting
investment projects by industrialized countries in
developing nations).

This means that we will be able to identify direct
beneficiaries of carbon sequestration services. First,
it can be said that all the Annex | Parties financing
CDM projects will benefit in the form of reduced
emissions limitations. As the market for trade
emissions develops, there will be private
intermediaries who may benefit from carbon
sequestration projects. For example, a firm may
become a broker in trade emissions, and acquire
carbon emissions reductions through CDM
projects, and sell them to the governments or the
industries of Annex | Parties.

Links between Environmental Services

Although RUPES mechanisms may be set up with
only a particular type of environmental service in
mind, it is very rare that these services can be
separated in practice, and in fact, efficiency in
resource use recommends that all services should
be blended in practice.

Enhancing watershed services, for example, usually
results in higher biodiversity. This is because
watershed protection normally requires the
conservation of a dense vegetation cover in key
areas of the watershed, such as along rivers,
terraces, or field contours. These vegetation strips
usually harbor components of the local natural flora
and fauna. They will also act as carbon sinks,
removing carbon from the atmosphere during their
growth period, or avoiding carbon releases if they
are mainly protected.

Because soils store carbon in organic matter, soil
erosion protection could be considered as a way to
limit carbon release. However, erosion being
mostly a transport process, it is not clear whether
erosion, at the regional level, increases or
decreases stocks in the soils and sediments (Uri
and Bloodworth, 2000, Van Noordwijk et al., 1997).
However, conservation practices which increase
soil carbon organic content do contribute to
carbon sequestration, and this also includes tree
planting and forest conservation, since the soil



under forests or tree crops has a higher C content
than under crops ( Van Noordwijk et al., 1998).

In a similar way, practices aimed at preserving
biodiversity will often result in the maintenance of a
vegetation cover, in the form of meadows, forests
or agroforests, which is likely to perform other
services such as watershed services and carbon
storage.

Carbon sinks taking the form of tree crops can play
a watershed service if they are placed in areas of a
watershed where the existence of a tree cover
makes a difference. When they take the form of
monospecific plantations, they do not support
biodiversity conservation. Hence, such "mono-
species" carbon sink plantations have been heavily
criticized by NGOs and scientists, and it is now
recommended that carbon sink projects take into
account biodiversity objectives.

Hence it means that whatever the initial goal of a
RUPES project, it is likely to contribute to
increasing several types of environmental services.
This means that it would be difficult and not very
relevant to classify projects based solely on the
environmental services provided.

Who gains? Multiple Beneficiaries of
Environmental Services

Another point in the analysis is to consider who are
the parties involved in the transfer of services and
payments.

Several cases can be considered as regards the
beneficiaries of an environmental service:

Q the first obvious case is when there is a limited,
well-defined number of stakeholders benefiting
directly from the service. This often occurs in
watershed conservation: a bottled mineral
company reaps direct benefits from watershed
conservation services resulting from
agroforestry practices in the upward part of
the river basin. Similar examples are found
when agro-industrial companies make benefits
from genetic resources collected in the upland
rice systems of poor farmers, where genetic
intra-species diversity is still high. In such cases,
the environmental services is rendered to a
private individual party, and designing a
compensation system seems relatively simple.

Q another case is when the beneficiaries is a
more loosely-defined group of stakeholders,

who may benefit in varying degrees and in a
non-obvious way from environmental services.
For example, if rural poor refrain from clearing
steep slopes for cultivation, all the population
and industries in the downstream part of the
basin are likely to benefit from the resulting
conservation of water flow and quality.
However, we are already in a case of public
goods or services, whereas in the previous
case, there were well-identified individual
beneficiaries of the service.

O an even more loose case is when the
beneficiaries are the whole of mankind, as is
the case in carbon sequestration. Then we fall
in the category of international public
goods, which are the less-well appropriated
and defended of all categories.

Most practical cases of environmental conservation
are likely to entail a combination of the types of
services above. A poor farmer who refrains from
clearing a protected forest on a steep slope renders
a private service to the company who has an
exclusive right over the local mineral water source,
a public service to the whole downstream
community, and a global public service to the
international community through carbon
sequestration. This results in complexity in the
design of transfers.

Besides, as indicated above, each service may have
direct or indirect beneficiaries. The direct
beneficiaries are the ones who derive an immediate
value from the environmental service, like a bottled
mineral company, or a tourism lodge in a natural
forest. But in many cases direct beneficiaries may
act only as intermediaries, supplying other parties
with indirect benefits. For example, in the case of
the use of genetic resources for pharmaceutical
research, the direct beneficiaries are the
pharmaceutical research companies, but the
indirect beneficiaries all the users of the medicine.

Who Pays? The Stakeholders behind the
Transfers

The logic of a perfect market according to the
standard economic theory would mean that each
stakeholder should pay for these services according
to the value they derive from it. Given the general
difficulties in valuing environmental services and the
lack of related property rights and markets, the
present situation is very far from such a case. In
practice, for the moment, direct or indirect
payments for environmental services are likely to



originate from four types of sources, going from
the more public to the more private.

In most cases, payments originate from public
budgets. This is the case when the externalities of
a particular environmental damage or service are
borne by the whole regional, national or even
international community of inter-government
donors. This is the most common case, since
economic instruments are normally used to
internalize the costs of using public goods. In that
case, the payments originate from the community
of regional, national or international tax-payers, as
well as international financial institutions. They are
supposedly channeled to the rural poor either
through community development projects or
national policies such as subsidies, tax exemptions
or preferred rights and markets allocation.

A particular case is the one where the payments
originate from polluters, i.e. from stakeholders
wanting to conserve the right to emit waste or
harmful gases, and ready to pay other parties to
compensate for their emissions, at a lower cost
than if they had to reduce their own. This is the
case of tradable emission permits and the Clean
Development Mechanism. In a way, this case is
similar to the first one because it refers to the use
of a public goods (a river, the atmosphere)., and the
scheme is set up by public policy. However, instead
of the State levying a tax on polluters and using it
to subsidize environmental services, the payment
can be made directly between the two parties.

There are many concerned individuals and
institutions, especially in rich countries, who
consider that public expenditures, as of now, are
not sufficient to meet the costs of a number of
environmental targets such as those set in the Rio
conference. They place a sufficient value on
environmental services to be ready to contribute to
the cost of promoting them beyond their tax-
payers duty. This is the case of most eco-labeling
schemes, in which consumers give a preference to
products which lifecycle is more environmentally-
friendly than others. This is also the case of all
projects financed through private donations to
environmental or social NGOs. A related case is
when private companies finance environmental and
poverty-alleviation schemes to improve their image.

Finally, there is the case where payments originate
from directly affected stakeholders or group of
stakeholders, who have a direct interest because
they directly bear the externality cost or benefit of
the environmental practices of other parties. This is

typically the case in watershed conservation: for
example in Indonesia, the Aqua mineral water
group finances community development and
environmental conservation activities in the
watersheds which are needed to sustain mineral
water flow.

Given the relatively blurred line between private
goods and regional, national and international public
goods, in most cases the various types of payments
mentioned above are likely to be combined in a
given area. As we will see in the review of cases
below, differentiating between these cases in much
more difficult in practice than in theory. This lack of
clarity reflects the general market and policy
failures of the whole environmental scene, where
benefits and rights are not clearly identified and
defined. As time passes and information improves,
distinctions are likely to become clearer.

Passive or Active Environmental
Services: the Value of Information

Another dimension of analysis of RUPES cases is
whether they refer to "passive" conservation —
preserving existing practices against less beneficial
ones — or "active" services — promoting changes in
behaviors that will result in an environmental gain.

In developing countries, there are many cases
where rewards are proposed for the continuation
of a practice which is thought to be
environmentally useful, and the prevention of its
replacement with a more environmentally damaging
option. This is typically the case when farmers who
have never used pesticides and chemical fertilizers
are given the possibility to enter an eco-labeling
scheme, in which they commit to sustain their
organic methods in exchange of higher prices for
their products. In this case there is no immediate
environmental gain, but there is a clear income gain
for the farmers.

One may actually wonder why there needs to be a
reward for continuing things as they are. The
answer is rather straightforward. Poor farmers in
many cases use “environmentally-friendly" methods
for lack of possibilities to doing otherwise. For
example, they use manual weeding before there is
no local distributor for herbicides. Once a road is
opened to the village and input transportation costs
fall, the same farmers may rapidly switch to
chemical weed-killers. This example highlights the
bases for environmental services conservation, i.e.
the necessary flow of information (Van Noordwijck,
pers. comm.):



O external stakeholders benefiting from the
environmental services need to be aware that
they exist

Q the farmers who render them need to be
aware that they are doing it and that some
parties are putting a value on them

Q then only a mechanism can be devised to
transfer financial rewards from the first group
to the second.

This is typically how organic farming labeling works
when dealing with isolated communities who have
never used chemicals for lack of possibility of doing
so. First, the eco-labeling organism (representing
the consumers, i.e. the stakeholders ready to pay
for chemical-free goods) has to identify a group of
farmers who practice organic farming. Then, they
have to inform the farmers that their current way
of farming is considered as valuable by external
parties, who would like them to commit to
continuing it. Then an agreement can be reached in
which the products are certified and traders
commit to buy them at a higher price than non-
certified goods.

This information and commitment loop is
extremely important. It explains why products
cannot be certified under any eco-labelling scheme
if the farmers are not committing to sustaining their
environmental services. A case of what happens
when there is an information failure is given below
in the case of an eco-tourism scheme, in which
local guides failed to inform local populations that
the money they received from tourists was an
appreciation of the value of their "traditional”
manual methods of food processing. The following
year, the farmers had used the money to purchase
mechanical food processing equipment. The same is
likely to happen in all cases where farmers are not
informed of what they are rewarded for. Beyond
the information, there must be a commitment from
the farmers to sticking to their part of the contract.
Beyond commitment, there needs to be
enforcement mechanisms, i.e. a way to make
the reward conditional to the continuation of the
environmental service. If not, it is likely that at least
some farmers will pocket the reward and switch to
other less environmentally-friendly practices if
those are more profitable. This is why control is a
very important aspect of all rewards schemes.

In developing countries, rewards are often
proposed in exchange of a change in practices
that will result in better environmental services.
This is the case of the European agri-environmental
measures, where farmers commit to better
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environmental practices (for example, increasing
the biodiversity of meadows) in exchange for
subsidies. In this case, there is a clear
environmental gain, but there is a poverty
alleviation gain only if the reward is higher than the
cost of changing the practice. In all cases, the
change of practice is likely to take place only if
there it results in a net financial gain, or if the
reward scheme is combined with coercitive
measures (for example, a farmer can be forced to
change a practice and be offered a compensation
payment to bear the adjustment cost). Again in
such schemes, conditionality of the reward,
enforcement and control are key elements.

Financial and Other Rewards

Another point to consider in the analysis is the kind
of rewards proposed. They can include :

Q financial rewards: this is the case of the
European LIFE scheme, or of some North-
American schemes in which farmers receive
subsidies or tax abatements in the exchange of
environmental services such as not farming a
particularly sensitive area. Financial rewards
include subsidies, tax abatements, tradable
permits, subsidized credit rate, higher prices
for products and lower prices for inputs.

Q rewards in kind, through the provision of
infrastructure or other services. This is
typically the strategy used in integrated
conservation and development projects in
which farmers are rewarded in the form of
community development projects

Q improved access to resources and markets,
through the provision of better land tenure for
example, conditional access to credit, or
preferred access to public or private markets.

Climb that Mountain or How to Reach
the Upland Poor

The ultimate constraint of all RUPES schemes is
that they will succeed based on two conditions:

Q they manage to transfer value to the rural poor
in exchange for clearly-identified services

Q they manage to make sure that farmers have a
clear perception of the link between the said
reward and a given practice, which means that
they understand what they are being rewarded,
how, and what would be the sanctions if they
failed to render the service in question.

The complexities involved in setting such
arrangements are best exemplified by the French
"CTE" measures aimed at giving subsidies to



farmers committing to environmentally-friendly
practices. The amount of time and the bureaucratic
complexity of a system enabling to identify the
environmentally-beneficial practices, to evaluate
their value in economic terms, to make contracts
between the farmers and the administration, and
then to evaluate and control their implementation
is mind-blowing. Thinking how such complex
mechanisms could be implemented in resource-
poor countries defies the imagination.

This means that channeling and implementing
institutions are the key element of success of
RUPES in the field. In practice, several types of
institution intervene, be it in rich or poor
countries:

Q government institutions are present in most
cases at one stage or another of the process.
They may not be the ones directly delivering
payments to the farmers, but at least they
usually coordinate the process. When they are
the ones who actually deliver the
environmental rewards, corruption and
bureaucratic red tape is a huge constraint.

O because of the failure of many government
institutions, especially in developing countries,
to reach the rural poor in an efficient way,
NGOs have often been called to the rescue as
the next best intermediary to reach the rural
poor. This is often the case of projects
implemented with private sector funds, and
also increasingly with public funds. They are
used to communicate with the Rural poor,
identify their needs, negotiate and sometimes
implement projects, especially community-
development. While they often do better than
governments, NGOs have also their
limitations, especially in terms if
implementation capacity, representativity and
legitimacy, as will be seen in the examples
below.

O the final case is when the reward is delivered
directly by the market through buyers of
goods, for example purchasers of organic
products. Even then in many cases, especially in
developed countries, they often work through
NGOs or farmers associations.

Scope of this Review

The aim of the present review is to identify the
main types of interventions which have been
developed so far at the initiative of developed
countries — including those developed in
cooperation with developing countries — that aim at
RUPES. Conducted over a short period of time, this
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review does not pretend to be exhaustive. Rather,
it aims to be representative, i.e. to:

Q illustrate the main issues at stake when
developing RUPES mechanisms (whether within
developed countries or with a financial transfer
between a developed and developing country);

Q provide a typology of the main types of
mechanism developed so far, including market-
based and non-market mechanisms;

Q analyze the advantages and constraints,
successes and failures of these mechanisms;

Q for each mechanism, discuss the involvement of
the main stakeholders

Q analyze the conditions, especially institutional
and policy conditions, for the successful
implementation or replication of these
mechanisms

O provide examples representatives of the
advantages and constraints associated with
each type of mechanisms.

The Review concentrates on watershed services,
biodiversity conservation and carbon sequestration.
Although it is acknowledged above that coercitive,
punishing schemes that restrict environmentally
harmful behavior can indirectly result in rewards
for environmental services provided by the rural
poor, the present review concentrates on schemes
that aim directly at providing rewards, either
financially or non-financially. Although the Review
provides examples of instruments which are applied
within developed countries, we selected only those
types of instruments who bear some relevancy and
have a chance to be applied — event with significant
adjustments — in developing countries.

Not all the schemes aimed at rewarding
environmental services in rural areas are directly
targeted at the poor. Some of them have an explicit
"pro-poor" component, while some of them are
targeted at the rural population or the farming
population in general or at particular segments of
them which may or not be the poorest ones.
Restricting this review to explicit, specific "pro-
poor” policies only would have excluded a lot of
interesting cases. So we included in the review all
the main types of schemes aimed at rewarding rural
people, in particular farmers, for environmental
services, and then in each case discussed what is
the likely distribution of the rewards amongst the
rural population base.

The methodology used for the review was as
follows:



Q first, we reviewed some background,
theoretical literature to identify the issues at
stake and the possible RUPES mechanisms

Q second, we collected information on various
types of RUPES mechanisms and analyzed them
based on the previous framework of issues.

The information was collected through library
searches, internet searches and consultation with
experts, especially through relevant mailing lists and
newsgroups in Europe. The review includes case
studies and policy reviews from European countries
and developing countries, with transfers from
developed countries. We presented the European
and developing countries cases together, grouped
by type of mechanisms and interventions, rather
than by country. This enables to highlight the
similarities of concepts between interventions
within Europe and interventions involving transfers
with developing countries. For example, the
European concept of Natura 2000, which integrates
agricultural areas within conservation areas, is very
similar to the concept of Integrated Conservation
and Development Projects conducted in the South.
The French "Panda Shelters" (rural homestays with
special "green" features aimed at raising
environmental awareness in the public, and
promoted by the WWF) is based on the same
bases as eco-tourism lodging in Northern Thailand.
The comparison between the implementation of
similar concepts in very different cultural contexts
highlights the importance of the policy and
institutional conditions in making RUPES successful.

Based on our review, we identified several main
types of strategies and instruments which have
been initiated by developed countries, which main
focus is on rewarding rural populations for
environmental services, and which bear relevancy
to the situation of developing countries.

These strategies are:

1. People-friendly conservation strategies,
i.e. all the projects in which conservation
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objectives are linked with interventions aimed
at making sure that the rural population
benefits from conservation activities and has an
interest in contributing to them. This typically
includes Integrated Conservation and
Development Projects (ICDPs), community
forestry, community-based resource
management projects, etc. These activities are
usually funded out of public expenditures,
including levies on environmentally harmful
activities, local taxes, and international
development funding. In some cases they are
also financed or co-financed by private donors
and NGOs.

Contractual rewards for
environmentally-friendly agriculture and
forestry. This includes several types of
instruments in which environmentally beneficial
practices are defined, and rewards are
proposed to their users on a contractual basis.
This contractual basis usually includes
payments from a public source (for example,
public subsidies), sometimes from a private
source (from an NGO), or certification of
products (eco-labeling), in which case the
reward is an improved market access. Several
sources can be combined.

Environmentally and Socially Sound
Tourism (Eco-Tourism), which includes all
interventions in which tourists are brought to a
natural area in conditions that are aimed to
benefit environmental conservation and the
welfare of local people

Share of benefit of genetic resources,
which includes all kinds of rewards received by
rural people and other stakeholders in
exchange for the conservation and provision of
genetic resources that can be used
commercially by the agriculture,
pharmaceutical or biotechnology industries.

Trade in Emissions Permits, which includes
watershed conservation strategies based on
waste emissions trade and, more recently,
carbon trade.



PEOPLE-FRIENDLY
CONSERVATION STRATEGIES:
ICDPS AND BEYOND

The first conservation parks were created toward
the end of the XIXth century in North America and
in South Africa. The first international treaty
drafted to define their role was the Convention on
the Preservation of Flora and Fauna in their Natural
State, enacted in 1933. Conservation Parks aim at
protecting forest areas (or other habitats such as
grasslands or swamps) for their role in water cycle
regulations and soil conservation, and biodiversity
conservation. Since the first definitions of the
concepts, which were heavily geared toward nature
conservation following the North American
Wilderness movement, the concept has evolved to
recognize the fact that conservation can be
compatible with the use of land and natural
resources under certain conditions.

Besides, it has become accepted that it is no longer
sufficient to have land use systems which cater for
conservation needs only within restricted areas,
while the rest would be free of conservation
requirements (Gilmour, 1994). Hence, even if the
"segregate vs. integrate" debate remains in the
background of environmental policies (Van
Noordwijck, comm.pers.), the "integrate" option
occupies some rather high position in the
formulation of conservation strategies. Yet even in
these conditions, the revised classification of
protected areas recommended by IUCN (1994)
includes six categories, of which only one (Managed
Resource Protected Area) is explicitly designed to
cover the sustainable use of resources — while the
only ones only take into account conservation,
scientific and recreation uses.

At the end of the 1980s, changes in perception
regarding the interaction between environment and
development saw the emergence of a new concept,
realized in form of the Integrated Conservation and
Development Projects (ICDPs), which aimed to
combine the objectives of environmental
conservation with poverty alleviation and greater
participation of local communities in conservation
strategies and activities.

Pulling Down the Electric Fences

The ICDPs grew up upon the ruins of conservation
approaches that had been based on heavily guarded
protected areas, in which the state attempted to
prevent all human activity.

In the 1970s and 1980s, it became obvious that
most developing countries did not have the will or
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capacity to effectively protect such areas. In some
cases, this was simply because poor farmers badly
needed new areas to extend their farms or because
rural dwellers needed the resources provided by
timber or NTFPs. In other cases, it was due to the
fact that government officers could not resist the
gains they could obtain by granting logging or
conversion rights on previously protected areas to
wealthy individuals or companies. In most cases,
there was deep-seated disagreement with policies
aimed at placing large areas of forest or other
natural ecosystems out of the reach of
development. Economic growth, poverty alleviation
and personal enrichment were perceived as more
valuable and more pressing needs than nature
conservation.

Moreover, with a growing concern for the rights of
indigenous people, approaches based on "electrified
fences and shooting poachers" (Brown and
Woyckoff-Baird, 1991) became less and less
acceptable. The traditional rights of indigenous
people to forest areas began to be more widely
recognized, especially after the ILO convention on
indigenous peoples rights in 1989. With this came
the discovery that respecting such rights was not
compatible with denying the owners access to land
which they considered as hunting and gathering
grounds or reserves for future cultivation. Even
where the people "encroaching” on protected areas
were not native to the area in question, more
voices began to question the morality of shooting
or jailing someone who was attempting to escape
deep poverty by cutting trees in a protected forest.
Eventually, even the most doctrinaire
preservationists began to concede that the growing
conflicts resulting from such approaches would
make them unsustainable.

Finally, progresses in ecological science led to a
recognition of the need to include areas with
human activities in conservation strategies. In many
parts of the world, human interventions have
contributed to shaping existing ecosystems which
are not fully natural, but yet are the unique
depositories of particular life forms. This is
especially true in areas with a long history of human
settlement like Europe, where the survival of some
wild animal species has become dependant on
farming activities (see below the case study on
Natura 2000 reserves). This is also becoming more
and more true in developing countries, where the
destruction of the last remnants of undisturbed
natural ecosystems means that the last reserves of
the species they safeguarded are now found only in
man-made ecosystems. This is the case, for

example, of the rubber agroforestry systems of
Sumatra and Kalimantan, which will soon be the last



preserve of the biodiversity that was once found in
the Sumatran lowland forests. Hence, while fully-
protected, totally natural areas may still be
desirable in some areas, some form of protection
of semi-natural areas is also needed, as are buffer
zones providing a transition between natural
ecosystems and agro-ecosystems (GCEA, 1996).

At the end of the 1980s, strategies based solely on
the use of force to protect conservation areas
appeared as ineffective, morally unacceptable and
ill-adapted to the task of biodiversity conservation.
As stated by Brown and Wyckoff-Baird (1991):
"Unless people most directly impacted by conservation
projects perceive their interests in the manner in which
conservation is being promoted, it is unlikely that over
the long term a combination of fencing and guarding
will prevent unsustainable use of resources in wild lands
and protected areas." The solution adopted was an
attempt to integrate conservation and
development, so that rural populations would
benefit from the environmental services generated
by conservation projects and, as such, have an
incentive to contribute to the success of such
projects.

Nowadays, no national or even regional
environmental conservation strategy incorporating
the latest advances in development and
conservation sciences is based on pure "protection,
fencing and guarding" methods. All environmental
projects try to integrate concerns for the
participation of local people and try to ensure that
provisions are made for them to benefit from the
projects — at least in the design of the projects. This
universal concern has led to a number of concepts
such as "community-based environmental projects,”
"community forestry," "community development
and environment conservation”, etc. All involve a
combination of environmental conservation,
community participation, local economic
development and poverty alleviation.

ICDPs are funded by national budgets and
international aid, which can come from multi-lateral
or bilateral cooperation institutions or NGOs.
ICDPs are based on aid mechanisms which are not
market-based. They can, however, be combined
with market-based tools such as eco-labeling, eco-
tourism, benefit sharing of the use of genetic
resources and carbon sinks.

The vagaries of development mean that the
"community participation,” "community
development" and "poverty alleviation" components
of such projects have met with greatly varying
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levels of success. This applies also to the
"environmental conservation" components. Indeed,
many critics of ICDPs consider that they have
repeatedly failed on all counts. The review below
will try to look more closely at various approaches
to such conservation-cum-development strategies.

Stakeholders in ICDPs
People First, People Last

Unlike previous conservation strategies, ICDPs
emphasize the role of local people and
communities. The projects are meant to benefit the
people (people last) and this is to be guaranteed by
securing their participation at all the project cycle
stages (people first) - from design to
implementation, monitoring and evaluation. People
are also expected to provide resources to the
project to ensure that they have a real interest in
its realization — even if the contribution is limited to
labor and the use of local materials.

The concept of community is increasingly used in
conservation and development projects. In its
broadest definition, it means a group of people
sharing some resources or territory, and who are
hence expected to share some interests.
Unfortunately this concept is too vague to be very
useful. The main problem encountered by ICDPs
trying to mobilize people is that the communities in
question tend to be too loose and to have much
less in common than that which would be needed
to secure effective participation. Thus the danger of
frequent repetition of the word "community" is that
it becomes a mere mantra. Indeed, far from aiding a
scientific approach, the term is misleading: it draws
attention away from the realities of people in most
conservation and development areas, such as the
lack of common institutions and the abundance of
conflicts at all "community" levels, from village to
nation-state. Fortunately, these realities seem to be
more and more accepted lately, and conflict
resolutions skills are increasingly mobilized in ICD
programs.

The main problems encountered in ICDPs are
usually at the social and institutional level, e.g.:

Q social stratification and unequal access to
resources within the communities, which
means that not all the members of the
community will benefit equally from a project.
Usually this results in the poorest being
obviously the ones who are on the least
favorable position to benefit from the projects
activities, unless specific action is taken to



target them, which can then result in conflicts
with the community leaders or dominant
members

O lack of functional institutions to represent
communities in a legitimate way. This often
happens in countries which have had tried to
force a fast transition from traditional
institutions to more formal, centralized
institutions based on either western
democracy models or authoritarian regimes.
During that transition, traditional institutions
usually stop functioning and fail to have a
chance to change and adapt to the new social,
technical and economic context. In the end,
such societies are left with a combination of
dysfunctional modern institutions and
debilitated traditional ones, neither one being
able to provide a framework for peoples'
consultation, not to mention effective
community involvement in the project.

Q conflicts between the institutional
requirements of the project and the legal and
policy framework. Effective people
participation can only be secured as much as
the people are given some kind of legal
recognition, i.e. as long as their participation in
sanctioned in national institutions, and their
rights over the resources mobilized in the
project, especially land and resources derived
from natural ecosystems, are secured. In many
countries, this is simply not the case and the
first problem encountered by ICDPs are often
the impossibility to provide tenurial rights to
natural areas to the people who are suppose to
contribute to protect them and benefit from it.

Despite growing awareness and the development of
multiple tools for participatory development and
poverty alleviation, such as Participatory Rural
Appraisal, Goal-Oriented Participatory Planning and
other methods developed in the 1980s and 1990s,
these pitfalls remain as present as ever and are still
the main causes of failures of ICD strategies.

Of course, one of the main advantages of ICDPs
and Community-based projects is that they may be
the occasion to draw the attention on institutional
and policy failures and to contribute to their
resolution, at least at the local level. However,
obviously, unless ICDPs and Community-based
projects manage to integrate a Policy component,
any kind of temporary institutional solution or
mechanism used by the Project to achieve its goals
is bound to be a "quick-fix" which may not last
longer than the projects' involvement.

15

Not Without my NGO

International and domestic NGOs play multiple
roles at various stage of ICDPs. Many ICDPs or
community-based environmental and conservation
projects have been designed and funded by
international NGOs such as the WWF, CARE
international, Save the Children, etc. NGOs have
also often been called upon to provide the
institutional services that are missing in a
dysfunctional framework. They are more and more
used by international donors as providers of
various key project services such as design,
monitoring, evaluation and facilitation. Indeed, in
contexts where there is a lack of institutions
representing the people and legitimate, bona fide
consultation mechanisms, NGOs are often asked to
fill in this role.

There is no doubt that the participation of NGOs
have brought an immensely valuable contribution
toward changing biophysical, technocratic, top-
down approaches and allowing for more
participation of the rural populations in project
design, implementation, monitoring and evaluation.

Problems arise, however, when a dysfunctional
institutional setting requires NGOs to go beyond
their capacity and legitimacy. A lot of NGOs claim
to represent rural people, the poor, or native
people. Yet in most cases this is either a self-
proclaimed mandate, or a mandate given only by a
tiny portion of the said population. Failing to
recognize these limits can lead to many mistakes,
especially when NGO leaders project there own
priorities and visions of the rural societies on
people who have very different needs and
perceptions. For example, in Indonesian
Kalimantan, a recent workshop on participatory
resources management ended up in a conflict in
which environmental NGOs and members from
rural communities where physically fighting each
other over different perceptions of rural
development priorities (D. Simorangkir,
comm.pers.)

Indeed, any conservation and development strategy
should start with a cold-hearted diagnosis of the
various institutions in presence, including NGOs,
trying to map their position depending on the social
origin of their leaders, their sources of funds, and
the means by which they actually integrate the
concerns of particular social groups within their
actions. Only then can it become possible to
allocate functions to NGOs which are within the
scope of their capacity and representativity.



This whole debate over the role of NGOs,
however, should not be an excuse to escape the
other potent debate: what is the role of
government and what should it be?

Governments: a Problem of
Commitment and Consistency

Active, Sitting in the Back Seat or Steering the
Other Way?

ICD strategies can be successful as long as there is
a real government support. Indeed, some
developing countries like Costa-Rica, have managed
to integrate environmental concerns in their
national policies and to turn them into a strategy to
harness international aid and private funds.
Countries which have relatively democratic regimes
allowing for some expression of opposition and
participation of civil society have usually more
environmentally — friendly governments, because
they are obliged to respond to environmental
NGOs.

Unfortunately, many governments in developing
countries — and also in developed countries — tend
to consider that environmental problems are not
immediate enough to be of their concern. Hence
the danger that the government may pay a lip
service only to ICDPs, while providing no real
support or, in some cases, while continuing to draft
policies and to make decisions which may actually
be contrary to the objectives of the projects.

In such cases, donors financing ICDPs are faced
with the difficult choice of withdrawing their aid
while waiting for a real commitment of the
recipient country, or continuing to fund projects
which meet partial or total failure while hoping for
some gradual progress. Until recently, environment
was a relatively minor concern of donor agencies,
and hence their was no strong pressure to start
conflicts with recipient countries based on
environmental agenda. Donors were more
interested to make sure that countries met their
objectives in terms of structural adjustment (for
international donors) or trade and investment (for
bilateral donors). With environment getting a bit
higher in the agenda of international cooperation,
things are starting to change. The GTZ, for
example, announced recently the end of its
cooperation with Indonesia in the forestry sector,
considering that the conditions were not conducive
to its effective implementation.
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Is Decentralization Environmentally-Friendly?

Many developed and developing countries have
undertaken a decentralization process during the
last two decades. In the long run and in a
democratic decentralization process, giving an
increasing role to regional governments should
logically result in a better stewardship of natural
resources, with more emphasis on sustainability. As
pointed by Wellings (1994) in a study of ICDP
strategies in Australia, local people can be expected
to have a more in-depth understanding of local
ecological processes, and a higher stake in long-
term conservation of local natural resources
onwhich they depend for their livelihood.

Problems may arise, however, when regional
governments have little representativity of local
groups depending on natural resources for their
livelihoods. In many cases, regional governments
represent only particular fractions within the
regional society, and it is often a wealthy fraction
which has more interest in extractive, short-term
economic activities than in long term conservation
of natural resources. The necessity to cater to
short-term poverty alleviation goals or, more often,
the enrichment strategies of local elites can lead to
policies which will deplete natural resources as
quickly or even quicker than centralized
governments do.

Hence it can be concluded that decentralization can
be environmentally friendly as long as the regional
government is accountable to groups of people that
have a stake in long-term environmental
conservation — be it native people depending on
natural resources, or local environmental NGOs.

Another issue to consider is the role of regional
integration within economic zones, such as the
NAFTA, the ASEAN or the European Union. Such
integration can lead to a faster depletion of natural
resources by opening new natural areas for
investment and conversion. However, regional
economic zones often have provisions for
environmental policies aimed at mitigating the costs
of environmental degradation, especially the
Transboundary costs.

The Role of Funding Agencies

ICDPs are traditionally funded by a number of
sources which can be combined, such as
International Development Banks and Donors,
NGOs, and local governments. An interesting new



trend is the development of private conservation
funds, which may ultimately lead to some kind of
market for conservation and development areas.

Just as ICDPs have raised great hopes at the end of
the 1980s, it seems that the disenchantment is just
as great as the hopes were. We provide below a
few cases studies which illustrate the potential
successes and difficulties faced by ICDPs.

A Few Approaches by Different
Actors

A Success Story: The Natura 2000
European Program

Natura 2000 is a European network of areas,
proposed under the Birds Directive and the
Habitats Directive, where human activity must be
compatible with the conservation of sites of natural
importance. This directive aims at protecting nature
through better management of these specific sites.

The first stage is a scientific assessment at national
level of each habitat or species of Community
interest. The important sites are identified on the
basis of common ecological criteria and presented
to the European Commission in the form of
national lists. The sites which will form the Natura
2000 network are evaluated and selected by the
Commission on the basis of their relative
conservation value.

The European network of Natura 2000 sites today
covers approximately 9% of European territory,
and could eventually cover 12% of the territory. As
stated by Currie et al. (1999): "many of these sites
are managed by agriculture: contrary to a commonly
held view, it is not a question of creating complete
nature reserves or of freezing all human activity. Quite
the contrary, the areas concerned are "semi-natural”
areas, created and maintained by human activity, which
might even disappear if farming ceased. Without grain
production, the great bustard (Otis tarda) would desert
central Spain. Without humid hay- or grazing-meadows,
the corncrake (Crex crex) would abandon the banks
of the Loire. Without the guaranteed pastures of open
wooded meadows, the hermit beetle (Osmoderma
eremita) would disappear from southern Sweden".
Indeed, apart from marine and fresh water areas
and high-altitude rocky land, most of the natural
habitats covered by Natura 2000 are in agricultural
or wooded areas.

For this reason, Natura 2000 has been a source of
concern among farmers and foresters, and this
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resulted in a delayed implementation of the
program. However, the experience of the project
so far is that it is perfectly possible to develop
farming practices that maintain, and even improve,
the nature value of habitats and species. In fact, by
paying for a service provided by farmers to society,
this type of support helps to diversify agricultural
income, particularly in animal-rearing areas and
areas of diversified farming (Currie et al., op. cit).

The type of "agri-environmental measures"
implemented in Natura 2000 sites — i.e. various
forms of subsidies to farmers for environmental
services - are not different from the ones used in
other areas (See below, next section). But being in
a Natura 2000 site means that farmers are the
targets of special environmental awareness and
information campaigns, and that they are given
priority eligibility for receiving this type of aid.

This policy aims at enabling to reverse what a
recent EU (2001) report called the "locational
disadvantage" for farmers in biodiversity hotspots:
"The European Common Agricultural Policy has so far
been geared towards optimum performance and
rationalisation. Environmental and social considerations
have frequently been neglected. Under such
circumstances, a species-rich, diverse landscape came to
be regarded as a locational disadvantage for agriculture.
There is a need to reverse this situation in a manner
beneficial to farmers. If society wants agricultural
production to take account of nature conservation, it
must also be prepared to pay for [these] services".

Several Member States and regions are now giving
priority to Natura 2000 sites by co-financing agri-
environmental measures. Demonstration projects
co-financed under Life-Nature measures (see

below, next section) have been used to determine
the farming practices best suited to maintaining or
even enhancing the natural value of sites in terms of
the habitats or species that society wishes to
protect.

Accordingly, farming and the protection of Natura
2000 sites have everything to gain from coexisting
on the same land:

Q The sites are farmed in a way that is better
suited to the land and there is a continuous
human presence which is often less costly than
management by an external body;

Q Farmers are remunerated for the
environmental services they provide in a
transparent way which their fellow citizens can
understand;



O Regions of the Union with the greatest
biodiversity are generally farmed the least
intensively. They therefore receive preferential
Community support.

O Related activities become more attractive, e.g.
the direct sale of meats, cheeses or wines
labelled as coming from Natura 2000 sites, the
promotion of rural tourism linked to the
discovery of nature, etc.

This aspect is particularly important. While many of
the agri-environmental measures offered to farmers
in Natura 2000 areas are contractual public aid, the
promoters of the network want to complement
these aids with more market-based incentives.
Hence Natura 2000 is also expected to become a
support for market-based environmental services
remunerations, such as the sales of organic farm
products or eco-tourism. Natura 2000 could
therefore become a clear sign of the
multifunctionality of agriculture in the third
millennium (Currie et al., op.cit).

One of the key reasons for the success of Natura
2000 is that it makes use of existing agri-
environmental policies and targets them more
specifically at given sites. However, it still met
difficulties in its beginning because it was launched
after the Common Agricultural Policy shifted from
a the productivist orientation of European
Agriculture after the Second World War to the
orientation towards sustainable development, and
environmental soundness that prevails now. When
the project was launched, many stakeholders in the
European Agriculture were still living under the
productivist paradigm, and national policies geared
in that direction were — and sometimes, still are —
in place.

This means that in Europe, like in any other
developed or developing country, consistency
between overall policies and ICDP local strategies
are the key to success.

A key question raised by the Natura 2000 project,
like any other agri-environmental subsidies, is
sustainability. The promoters of Natura 2000 took
a long time to convince participating farmers that
the project would help them, and are still meeting
with resistance. With the new emphasis on
environmental services, European farmers are
getting confused as to what their role in society is.
They are afraid that environmental subsidies will
only last a short time and that when they will be
lifted, they will be in a situation where they will
have made changes in their farm structure that will
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leave them less competitive than before on the
market for agricultural products. This is why the
development of market-based instruments in
complement of subsidies are important — although
they themselves also raise other sustainability
issues.

ICD through Community Forestry

The approach common to many ICDPs is to
provide alternative incomes sources so that the
rural poor would not need to conduct activities
that would encroach into a core conservation area.
This can be done by developing conventional
agricultural activities outside the conservation
areas, in which case theire is little scope for the
integration of conservation and development
objectives, and encroachment in conservation areas
may well continue as farmers combine intensive
agriculture with natural resources exploitation
within the protected areas.

This recognition led to the concept of buffer zones,
where lower conservation targets can be set,
allowing for some agricultural practices that have a
relatively high conservation value, such as a higher
biodiversity (like some forms of species-rich
agroforestry or pastures) or higher watershed
conservation functions (such as planting woody
perennials, using low tillage, maintaining a year-long
green cover, etc.) than other forms of agriculture.

Even then however, buffer zones may fail to

prevent people from depleting natural resources.
Hence community forestry has been designed to
promote full ICD strategies, through activities
which profitability is dependant on the conservation
of natural resources.

An example is the Biodiversity Conservation
Network, which is a competitive grants program
for Asia and the Pacific that supports enterprise
approaches to the in situ conservation of biological
resources (Hicks, 1995). This program has
supported a number of projects such as:

O Non-timber forest product harvesting in
Palawan, the Philippines

Eco-tourism and community forests in Nepal

Non-timber forest products and timber stand
improvement in Luzon, Philippines

Q Small-scale logging in Pauan New Guinea

a etc.



The projects have received planning grants (for pre-
project appraisal and project design) and
implementation grants. Planning grants vary from
US$27,300 to US$324,500, while implementation
grants can be as high as US$636,600.

The strength of the approach lies in two aspects
which are too often neglected in ICDPs: economic
realism and economics-conservation linkages.

Economic Realism

This aspect is too often missing in ICDPs, especially
when the proponents carry an idealistic version of
the ecosystem and its values — failing to realize that
for impoverished people, only very short term
financial and utility values prevail. A stated by Durst
(1995): "One of the major flaws of many foresters and
environmentalists is that we love trees too much. We
think all trees are fantastic. We tend to believe that
every vacant piece of land should be covered with trees.
And we all too often fail to recognize the human
dimension of forest management. In the process, we
often lose the very forests and trees we try to protect.
We must not lose sight of the human needs and
demands that are placed on forests or we will surely fail
in our efforts to conserve them. Meeting people's
immediate needs must be a primary objective of forest
management".

The BCN project, on the contrary, specifically
aimed at promoting economically viable activities
based on forest products — including logging. This
last detail is important; too often, community-based
forestry projects concentrate on NTFPs and
exclude the rights of local people to harvest timber.
This is either because timber extraction is felt to be
incompatible with conservation objectives, or
because timber extraction is reserved for forest
logging companies, as is the case in Indonesia where
forest people living in "HPH" (logging) concessions
can only harvest timber of limited commercial value
or NTFPs. Unfortunately, despite the enthusiasm of
many conservationists for honey marketing,
mushrooms and other medicinal herbs, the sad
reality is that in many cases, there is much less
profitability in NTFPs than in timber extraction (G.
Michon, comm.pers.).

Another lesson learned from such projects is that
conservationists, NGOs and farmers have limited
capacity in changing markets. One of the BCN
projects tried to improve the bargaining position of
farmers so that they would receive a "fairer”
(greater) share of the prices of NTFPs. The project
proponents found it very difficult to reach that goal,
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and found that it needed years of patient capacity-
building of NTFP collectors and farmers before
they could be in a position to extract better prices
from traders.

In all cases, the only viable approach to community
forestry and ICDPs is one that recognize the need
to develop profitable activities within the scope of
existing markets — including eco-markets such as
organic product markets and fair trade (see below
section on eco-labeling).

Economics-Environment Linkages

Another interesting aspect of the BCN is that the
grants are given only if there is a clear, established
link between the sustainability of the proposed
economic activity and the conservation of natural
resources. This is important because in many
ICDPs, project managers get carried away by
community development activities which may not
be linked with conservation Hence a criterion for
funds allocation is whether the enterprise would fail
if the local biodiversity became degraded. If the
answer is yes, then the project fits within the BCN
mandates, because it creates an economic incentive
for conservation (Hicks, 1995).

Protecting my Land: ICD in Australia

Good examples of initiatives led by rich countries
are the ones that integrate concern for their own
indigenous people communities, for countries
which have such people, like North American
Countries or Australia and New Zealand. Wellings
(1995) gives account of a project, the Kakadu
National Park, which succeeded in making
Aboriginal traditional landowners active participants
and beneficiaries of the Parks management. Land
tenure was a key instrument in the process, since
as mentioned by Woene-Green et al. (in op.cit):
"Aboriginal participation in the management of
protected areas continues to be fundamentally a land-
rights issue"

The strategy adopted to protect the park and
include the indigenous people in this objective was
then to grant them a Title on one-third of the
Parks' area (which in total covers 20,000 km2),
after which the Kakadu Arboriginal Land Trust
leased the land to the National Parks' Direction.
The lease included provisions for:

Q acommitment to world standard management
procedures

Q the maintenance of traditional usage rights



O employment training, employment
opportunities and support for Aboriginal
business enterprises

Q annual rental payments
Q benefits from Park revenue.

In the year 1993-94, the financial benefits to
traditional landowners from the last two points
amounted to AU$540,000, and of the 60 Park staff,
35% were aboriginal people.

Besides clear land rights, the Project succeeded in
maintaining its conservation goal by giving a strong
participation of aboriginal people in the Parks'
management.

Learning from the Field: the DGIS-
WWF Tropical Forest Portfolio

The aim of the DGIS-WWF Tropical Forest
Portfolio is to provide interregional guidance and
support to seven integrated conservation and
development projects in Honduras, Ecuador,
Gabon (2), Ethiopia, Pakistan and Philippines
through identification, synthesis and reintegration
of factors which are identified as contributing
significantly to the success of the ICDP-approach.
Special emphasis is being given to the active role of
local people in linking their development with
conservation measures.

The Project is based specifically on the recognition
that the failure of many ICDPs is the lack of skill
and capacity of local communities, and the
contradictions between projects' objectives and
national policy frameworks, that result in a lack of
sustainability of the ICDPs. Hence the Portfolio
aims at providing assistance to the 7 projects in
overcoming these constraints.

The project enabled to learn 4 broad lessons to
make an ICDP successful. The following are
excerpts from a paper by McShane (2000)
presenting these 4 lessons.

Learn from Doing

The realities of implementing ICDPs are not always
straightforward, implementers operate in situations
where the outcomes of their actions are uncertain,
with unexpected side effects being the rule more
than the exception. As a result, the process of
implementing ICDPs must be consciously

structured to cater for these uncertainties, as well
as for changes in value systems, policies, and
technical capabilities. The Portfolio has hence
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developed a monitoring system to aid in
synthesising lessons and progress, and serve as a
control on progress and problems as measured
against conservation goals and objectives. This
process has resulted in two projects, Philippines
and Pakistan, reviewing and revising their project
goals. It has also been the process whereby the
interregional component has identified these four
lessons as specific areas of intervention in terms of
addressing factors critical to ICDP intervention.

Policy Environment and Natural Environment

Supportive laws, policies and regulations must be in
place if interventions are ultimately to be successful
and sustainable. Projects cannot simply address
field-based issues. They must take a vertically
integrated view towards project implementation
meaning policy advocacy and change is as critical to
project success as is infrastructure on the ground.

Two particular problems have limited the
effectiveness of many ICDPs: first, the failure to
establish coherent linkages between project
conservation objectives and their investments in
local development, and second, project inability to
appreciate and confront national policy and
institutional factors which often pose barriers to
project success. While there has been better
success at integrating agricultural development and
natural resources management, policy problems are
especially present in forest management.

Hence, solving problems in ICDPs and Community-
Based Forest Management must:

O Recognise the linkages between national and
international policies and local actions, and
vice-versa, before setting out to implement
field actions or affect policy change.

O Develop approaches that attack issues
simultaneously at all levels (i.e, field
programmes demonstrating what works and
what does not; policy initiatives influencing and
changing factors across broader constituencies;
and campaigns encouraging action to achieve
change).

O Use the lessons derived at the various levels
(local, national, international) to adapt
approaches so that the ability to respond
remains flexible and creative.

Leave something behind

ICDPS need to ensure that the capacity and
confidence to make decisions is in place by the end
of the project. This is an important sustainability
indicator, which requests :



Q building institutional capacity to train and
develop skills

Q devolve management to institutions who will
be ultimately responsible (communities, NGOs,
government, etc.).

The Portfolio field projects recognise the need to
focus on capacity building, and are starting to
address some of the gaps in capacity. Currently,
this is largely being done through training of project
staff and government counterparts. However, there
is a need to expand capacity building initiatives both
in terms of target groups and issues addressed.

Tell the story

If projects and programmes are to have an impact
well beyond their area of immediate operations,
then they must be able to capture the attention of
those who do not have a direct or technical
interest in the activities being undertaken. The
object of this approach is to promote sharing and
learning amongst various target groups in the
following ways:

Q regular information and documentation about
what each Portfolio project is doing based on
adaptive management approaches to project
monitoring;

Q regular input from target groups to specific
Portfolio projects concerning project success,
direction and approach, etc.;

Q sharing of information between different target
groups.

The Portfolio is employing professional writers to
visit all the projects and write stories upon which
all Living Documents are based. Such
documentation includes, but is not limited to,
information on biological diversity, people and
resources, threats, incentives, opinions, activities
and lessons learned, drawing on local knowledge,
prospects, further reading and facts for visitors.
Photographs are available to illustrate the
documents. Additionally, separate smaller stories
are being developed around issues of human
interest. The stories are being further developed
over the next three years by regular updates
building on the existing information and by
developing new stories as the projects progress.
Towards the end of the project, professional
writers will again visit with the primary task of
taking the original work and looking at how the
project progressed over four or so years, what has
changed, what are the lessons that have been
learned, and how effectively did the project
accomplish what it set out to do? In this way, the
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Living Document not only tells the project's story
over time in a popular form, but provides a popular
evaluation of what has happened.

A Future for Integrating
Conservation and Development?

As mentioned by Mc Shane (2000), ICDPs remain
"perhaps the most popular approach among NGOs,
government departments and development
agencies, and as a result, need to be better
understood. Questions about the effectiveness of
ICDPs have been raised regularly over the last five
to ten years, interestingly by both the conservation
and development communities, though usually for
different reasons. Barrett and Arcese (1995) argue
that while ICDPs excite the interest and
imaginations of conservation groups and
international development agencies, they are not
yet analytically or empirically sound approaches. In
fact, they usually proceed from untested biological
and economic assumptions, many of which are
likely false."

This means that there is no inherent strength in the
ICD concept that will make it easier to attain both
conservation and development objectives within
the scope of integrated projects. In fact, in many
cases, the noble, idealistic goal of integrating
conservation and development may actually make it
more difficult to attain either one of these
objectives.

It does not mean, however, that there is no space
for integrated conservation and development
strategies and project that actually deliver on both
fronts, as the examples above indicate. As the
WWEF review above and other authors mentioned,
we have now enough perspective on ICDPs to start
learning a few lessons. They include the following
harsh realities:

O no ICDP will succeed unless it is based on
strong economic realism and real economics-
environment linkages, i.e. unless it provides
income benefits to people that are actually
dependant on the conservation of
environmental features.

Q no ICDP will succeed unless it is supported by
an adequate policy framework and a local
institutional setting that enables to implement
real people consultation and participation.

Indeed, successful ICD strategies can bring many
lasting benefits to the rural poor and to the
environment, such as:



RUPES Regional Inception/Planning Workshop

improved legal framework, especially improved
tenurial rights on natural resources

improved policy framework

services and use values derived from
infrastructures built up or improved by
community-development projects
higher income derived from economic activities
promoted through technical assistance,
extension or financial assistance (such as
improved agriculture, marketing of NTFPs, etc).
Checking that conditions for success are met
should be the first step into ICDP implementations,

and in many cases would lead to rejecting projects.
On the projects' institutional side, there are two
main limiting factors to the effective use of such
diagnosis or pre-project evaluation tools. Firstly,
ecological and economic scientists often still lack a
deep enough understanding of economics-
conservation linkages in most ecosystems. And
secondly, projects are often designed or managed
by biophysical specialists rather than socio-
economists, and hence fail to give a prominent
place to the only party which may have such an
understanding, if only a pragmatic one: the local
people.




PROMOTING
ENVIRONMENTALLY
FRIENDLY AGRICULTURE AND
FORESTRY THROUGH
CONTRACTUAL APPROACHES

While ICDPs are specifically targeted to
conservation areas, a number of approaches have
been developed during the last 20 years to
integrate environmental concerns within agriculture
and forestry practices. There can be two types of
underlying objectives there:

Q the first one is to reduce the negative
environmental impacts of agriculture and forest
exploitation, such as soil erosion, pollutions or
lost biodiversity: it was the only objective
prevailing in the beginning and is still the
dominating one

Q a more recent objective — which is often
targeting areas with special conservation values
- is to promote activities that will result in an
improved environment, like an expanded
habitat for endangered species, or increased
net carbon sequestration.

These objectives can be reached by removing land
from production and establishing permanent grass
or tree cover — a relatively simple measure which
has the drawback of reducing production — or
through the promotion of changes in farming
practices.

Historically, these measures were first targeted at
watershed conservation, i.e. mitigating soil erosion
and water degradation. Since the 1990s, the
concern has shifted more towards biodiversity
conservation. Finally, after Kyoto in 1997, the new
concern is greenhouse effect mitigation.

As stated in a EU report (2001), these objectives
can be reached either through consumer-based or
public aid mechanisms "Possible solutions [to
compensate farmers for environmental services] are for
consumers to be prepared to pay a higher price for
products or for farmers to be compensated from public
funds for the additional expenditure incurred in using
methods which are more in tune with the environment
and nature".

The approaches described and analysed below are
all the ones in which the user of a natural resource
manager commits to practices that are expected to
have a positive environmental and social impact, in
exchange for a financial reward. The use of natural
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resources can be farming, harvesting of NTFPs,
timber exploitation or nature-based tourism (which
is studied separately because of its complexity and
importance). In the case of agri-environmental
measures managed by the State, this financial
reward can take the place of a direct payment, a
loan or a tax credit, paid though public institution
or an NGO, or an expected better market access
for their products through eco-labelling.

The important aspect there is the fact that all the
mechanisms described here are regulated by a form
of contract. In agri-environmental measures,
farmers commit to specified practices for a number
of years. The implementation is controlled, and the
delivery of the subsidy is conditional to the respect
of their term of the contract.

In eco-labelling, there is usually a contract between
the certified and the certifier — at least an oral,
informal commitment but an explicit one — which
means that the label is granted under specific
conditions.

Eco-labelling schemes which fall in this category are
very varied. They include:

Q forest certification schemes certifying that a
forest product has been produced under
Sustainable Forest Management practices

Q organic farming certification and labelling
schemes

Q fair trade certification schemes, which combine
environmental objectives (all fair trade
products must be produced in ways that
respect the local ecology and are sustainable)
with social objectives (a "fair" remuneration for
producers, enabling them to sustain and
develop their economy and welfare).

Although the primary aims of these instruments is
to promote environmental services, they have been
usually designed within a sustainable development
paradigm, and this means that they take into
account the three dimensions of sustainability, i.e.
economic soundness, environmental conservation
and social justice. The subsidy or gains in market
prices are there to help a given economic unit,
which is supposed to be profitable to start with, to
meet the costs of improving their impact on the
rest of society. Besides environmental goals, agri-
environmental measures and eco-labelling schemes
often include a number of social objectives, such as
employment preservation, development of local
communities, and the respect of indigenous people
and workers' rights.



The Stakeholders: Implementers,
Payers, Controllers and Advisers

Farmers and Foresters as Implementers

Contractual approaches are in most cases
voluntary. Their success rests on the ability and
willingness of natural resources managers — farmers
or foresters — to implement the proposed
measures. This will happen if several conditions are
met.

Firstly, the implementers must understand the
measures to be taken. This may seem trivial, but
given the complexity of some of the European agri-
environmental measures, it seems surprising that it
happens at all. Identically, there are some strong
barriers to entry into certification processes, due
to the fact that they are complex. This means that
such measures may be biased against practitioners
who have little understanding, resources or
patience for heavily formal approaches. Simplifying
the procedure is not necessarily an option. The less
formal a scheme, the more likely it is to be subject
to variation in interpretations and implementation,
leaving room for failure and criticism.

Secondly, the implementers must have or be
provided with the financial resources to bear the
costs of such schemes. These costs are of several
types:

Q in the case where changes are required as part
of the contract, then there are costs to
implement these changes. In the case of public
aid mechanism, the investment costs that may
be needed are partially taken care of by the
funding agency, but a contribution of the
farmer is also expected. In the case of private
certification, there are not necessarily changes
required to meet the eco-labelling standards.
For example, farmers who grow coffee under
shade can be certified for growing "Shade
Coffee" without requiring specific adjustments
(Terrachoices, 2000). However, most
certification schemes have such high
environmental standards that adjustments are
needed in most cases to meet them.

Q then there is the cost of the contractual
process: evaluating the management unit,
deciding on the measures to implement to
obtain the aid or be certified, filling requests,
drafting contracts, and regular audits,
monitoring and control. This process is often
very costly. In the case of subsidies, they often
include the possibility to include the valuation
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of the time spent by the farmer or the cost of
consultants in the grant request. In the case of
certification, the cost is normally borne by the
certified management unit, but in some cases
specific aid programs by NGOs or
governments can take them in charge.

This means that certification again may be biased
against poor farmers, unless it is linked with some
aid mechanism to finance the costs of certification
and adjustment to certification standards.

Finally, the operation must result in a net benefit. In
some cases, the income from the new practices
may actually end up being higher than the former
practices, even without any aid. For example, a
recent study on organic farming yielded the result
that in many cases, after a few years of adjustment,
it ends up providing higher net returns. Indeed,
such cases are likely to be the only ones which will
result in a sustainable change in practices. In other
cases, it is the price differential carried by the
certified products that enable to support the
additional costs or lesser income from the new
practices — although as we will see, it is in fact
seldom the case. Finally, there are all the cases
when only some public aid enables to maintain the
environmentally-friendly practice. These cases have
a poor sustainability outlook.

The Payers: the State, Consumers and
Distribution Chains

In the case of agri-environmental contractual
subsidies, the State is the funding agency, and uses
either special aid funds, proceeds of environmental
levies, or the general agricultural, forestry and
environmental budget as a source of funds. The
complexity often proceeds from the fact that there
may be several levels of State intervention, for
example in European Agri-environmental measures
there is a combination of National Institutions,
Local decision-making and Community (European)
Institutions which intervene in drafting the
measures.

In the case of certification systems, the consumers
are supposed to be the ones who, in fine,
contribute to bearing the costs of adjusting to more
environmentally-friendly agricultural and forestry
practices. Many studies have been conducted
recently to evaluate the actual willingness of
consumers to pay for goods having a higher
environmental and social "added value". The results
indicate that a majority of consumers (60 to 90%,
depending on the cases and sources) are in theory
ready to give the preference for such goods.



However, their readiness to actually pay a higher
price for eco-labelled goods is very limited;
between 5 to 10% depending on the cases, in
average about 6% for certified forest products in
Europe, for example (Keogh, 2000). Unfortunately,
such a price difference is unlikely to be able to
sustain the costs of shifting to agriculture and
forestry practices that result in higher
environmental services. However, there is a lot of
variation between countries, income classes, etc. In
Europe, Northern Europe countries which are
heavily industrialized are where the highest
preference is given to eco-labeled products.
Fortunately for the producers, educated and
wealthy socio-professional categories are also the
ones with the preference for these products.

However, measuring the readiness of consumers to
pay for eco-labelled products through direct
surveying may not be the right approach to the
topic. More than enabling to sell products to the
same consumer at a high price, which will seldom
take place in practice, being certified enables to
shift from one category of consumer — with low
budget — to wealthier, more profitable market
segments. Unfortunately it is very difficult to
estimate the price differential gained in the process,
especially because of the secrecy kept by most
companies about their supply and selling prices.

The reality of consumer markets, however, is less
straightforward than a linear willingness to pay.
Consumers place several types of values in certified
products, and these values are not passed on
directly to the farmers and foresters, they go
through processors, marketers and retailers who
try to integrate them in their marketing strategy.

The first value placed by consumers on "eco-
labeled" products is an expected higher usage value,
through the expectation that the certified product
will be of higher quality and result in better health.
This is especially true of all products that are
organic, in which consumers expect to gain health
benefits from reduced exposure to chemicals or
GMOs. This is also true of all products that carry a
"regional” label or that are guaranteed to be
produced with special traditional processes that are
likely to result in better taste, nutritional value or
other characteristics. However, in general, it is
important to state that the superior health or
nutritious value of organic food is very
controversial — some medical doctors say that the
natural toxins found in organic products are far
more dangerous than pesticide residues. As for
taste and other organo-leptic qualities, they vary a
lot depending on personal preferences and types of
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products. Indeed, consumer education is a very
important point there. In many industrial countries,
consumers have been used to consume products
which cannot be produced under organic farming
methods, such as huge fruits, regularly shaped and
sized, and bearing absolutely no single spot or
insect attack mark.

In fact, there is a very irrational part in the superior
usage value that consumers place on eco-labeled
products. At this stage one has to remember that
for humanity, the process of ingesting food is never
a purely biological one, it is heavily loaded with
symbolic value, as taboos and other food-related
magic or spiritual beliefs indicate. In fact, consumers
of eco-labeled products often have the — not
necessarily conscious - impression that by
consuming these goods, they integrate the qualities
which they associate with a better environment,
such as purity, durability, spiritual values,
community life, etc. These highly symbolic
perceptions of the superior value of eco-labeled
products are good targets for marketing campaigns,
which typically aim at the irrational.

After usage values — real or perceived, material or
symbolic — some consumers place a pure option or
existence value on the ecosystems, human rights
and cultures that eco-labeled schemes are supposed
to protect.

What makes things complex is the fact that people
do not buy their certified food or chairs from
farmers and foresters, but more likely in two types
of outlets:

Q small specialized outlets devoted to "green"
products were for a long time the only and
then the main source of organic food and fair-
trade products. Some of them are run by
individuals or small companies specializing in
such markets, some of them by specialized
brands or franchises which have become
international, like the Body Shop. Some of
them are run by NGOs (such as Artisans du
Monde, a French fair-trade association
operating its own shops);

Q large retailers and distribution chains, however,
have recently started to notice the fact that
buying "green and good" is starting to get out
of a small niche to become an increasing choice
of mass consumers. Large food chain
companies are now offering a larger range of
organic products and fair-trade goods. In the
furniture sector, large retailers like Home
Depot and Ikea are now the primary agents of
certification development for sustainable forest
management schemes.



Indeed, many large chains like Ikea (for furniture) or
Monoprix (for food, in France) are putting
environmental and social values or the so-called
sustainable development agenda at the core of their
identities and marketing strategies. This seldom
materializes in higher prices offered to producers —
large distribution chains are not known for the
generosity of their purchasing strategies. It rather
results in very straightforward "get certified or lose
our clientele" threats. For example, large

companies like Loewe, Home Depot or Ikea are
making it clear to their Indonesian furniture
suppliers that they have until 2003 to get certified,
without offering any particular price incentives.
Again, like in the case of consumers, the main
reward for certified producers is being able to
retain a market which pays relatively well than
other segments. Furniture suppliers who cannot get
certified can always sell to China or Korea, but they
are likely to get even lower prices.

Since there is no simple, straight-forward additional
price tag attached to certified products in all
sectors, it is very difficult for a producer to identify
whether getting certified will actually result in
higher or lower benefits. It is more like a bet on
moving towards better quality, higher-end market
segments, like any quality-based certification
scheme. By doing so, the producer hopes to
improve its production process and get better
rewards for its products — without any guarantee of
financial rewards.

The Regulators: Rule-Makers and
Controllers

All contractual reward schemes include at some
stage some institution which drafts the conditions
for the rewards. These tend to be more and more
multi-stakeholder based. For example in France,
Territorial Exploitation Contracts are defined by
regional governments in consultation with local
producers associations. The only credible
certification scheme for forest products, the FSC, is
managed by representants of the industry and
NGOs. This multiple representation enables the
schemes to be more realistic (implementers are
consulted) and more credible (external
stakeholders who care for the environmental
results are represented).

Contractual schemes also need a controlling body.
In the case of public aid, it is relatively
straightforward with usually the State being the
controller. In the case of certification schemes, the
only ones which have some credibility use
independent third-party audits, conducted by
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bodies (consulting or audit companies, NGOs... )
accredited by the rule-makers, who are also the
ones who rule on the use of the certification logos
and labels.

Credibility of the control process is a key problem
in all eco-labeling schemes. Recently, 7 out of 9
certifying agencies for the French Organic Farming
label had their accreditation revoked after an
independent evaluation indicated that they failed in
meeting their mandates. The competence and
independence of FSC accredited certifiers is often
questioned. This is especially a problem since in the
end, like in any certification scheme, the certified
party is the client of the certifier. The problem is
particularly acute in countries with a high level of
corruption practices, in which there is a general
cynical view that "everyone can be bought" which
means that all audit procedures are viewed with
suspicion.

The Helpers: advisors, consultants and
funding agencies

Because of the complexity of most contractual
approaches, many farmers and foresters find it
impossible to go through the process without
assistance. Success in implementing these strategies
request institutions — private or public — able to
provide technical assistance to the implementers.

For example, in the case of the contractual agri-
environmental measures implemented in Europe, a
recent brochure by the Regional government of
French Southern Alpes area read: "Of course, the
procedure is not as simple as we wished [N.B: a
euphemism given its actual mind-numbing
complexity], and thus we are proposing the services of
our technicians [N.B.: extension officers from the
local agricultural services] to help you in establishing
the contract, and then in respecting your commitments
in an optimal way".

In the case of certification, a number of NGOs or
private consultants offer services to farmers and
foresters to help them go through the process.

Because of the high cost of the whole thing,
certification has often been criticized as
discriminating against poor farmers or small forest-
owners. Indeed, a contractual approach targeted at
the poor or at communities must include a way to
finance the cost of the whole process, either
through more public aids (for example in agri-
environmental measures, the cost of making the
contract can be added to the funding request) or
through NGO programs.



Case Studies

Agri-Environmental Measures in Europe
and North America

The French CTE: who benefits from complex
processes?

The CTE (Contrat Territorial d'Exploitation, or
Territorial Farming Contract) measures has been
specifically designed in France to provide subsidies
to farmers, in exchange of the implementation of
specific changes in their practices resulting in
environmental benefits, but also socio-economic
benefits such as job creation, diversification, quality
improvement, etc. They are presented as part of
the "agri-environmental” measures of the New
European Common Agricultural Policy.

The CTEs are targeted mainly towards upland
"environmentally-sensitive" areas, where there is a
problem of poverty and desertification, as farmers
who cannot compete with producers from
mechanized lowland areas abandon farming. As
such, the CTE can be considered, at least in
principle, as a model of RUPES mechanism.

The CTE are integrated within other European
policy frameworks for environmental conservation,
such as the Natura 2000 network of protected
areas. Farmers who implement a CTE in a Natura
2000 area receive a 20% complementary aid from
European funds. The complexity which was and is
still involved at all stages of the CTE program,
however, illustrates very well the difficulties met
when trying to implement RUPES mechanisms.

The first stage in drafting the policy was to define
the type of changes which would be eligible for
financing. This was done in a participatory way
through multi-stakeholder consultations, involving
the local government units, consumers associations,
environmental NGOs, and farmers associations.
The result is an official list of different types of
changes, in which farmers can choose a
combination of specific actions to implement on
their farm. For example, in the 7,000 sq. km upland
district of Alpes de Haute-Provence in Southern
French Alps, farmers can choose between nearly a
100 different types of actions, such as shifting to
organic farming converting cultivated areas to
extensive grazing, or enriching leguminous covers
to make them a better habitat for specific birds.
The proposed changes are described in detail in a
73-pages documents (see Box 3 for an example).
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Box 3. Promoting hedgerows
through agri-environmental

measures

The example below shows the degree of details
which accompany the specifications of
environmental services eligible for subsidies under
the French version of European agri-environmental
measures. One of the services proposed for
financing to the French upland farmers in Alpes de
Haute Provence is the rehabilitation and
maintenance of hedgerows. Farmers who opt for it
are eligible to aid worth US$0,8 per meter of hedge
row for rehabilitation, and US$0,4 per meter per
year for maintenance - limited to 200 meters per ha
and for a duration of four years).

The instruction manual specifies that a local
"technical committee" will first review the candidate
hedgerow for rehabilitation, and decide which trees
can be planted depending on the characteristics of
the area. The farmers is eligible if there was
between 20 to 50% of missing trees to start with.
Eligible hedgerows must be at least 15 meters long,
1,5 m wide on the ground, and be less than 3
meters high in non windy areas - in windy areas,
hedgerows can be as high as one wants but must
be pruned to limit thickness. Detailed instructions
are given as to the types of techniques that must be
used to maintain the hedgerow, For example, all
interventions are forbidden during birds nesting
periods, and farmers have to reduce the height and
thickness of the hedgerow at least three times in
five years, using non-damaging tools, except in
windy areas where height reduction is not
conducted. Instructions are also given about
cleaning, rodent control, etc. In case thereis a
grass strip around the hedge, the grass has to be
grinded twice a year, and it cannot be financed by
other specific CTE measures meant to finance
grass strip development and maintenance at the
extremity of fields.

Each action is categorized depending on whether it
is "environmental" or "socio-economic”, and
whether it is "mandatory”, "1t priority" or "2™
priority" in given areas. Besides, some of the
proposed actions apply only to some of the 12
subdivisions of the district, or only to particular
crops or productions.

Under the project, each farmer is eligible to aids
varying from US$100 to a few hundred US$ per ha,
depending on the type of action financed. The
maximum is US$15,000 over a period of five years,
disbursed in yearly installments conditional to the
respect of the contract by the farmers.



It can be nuch higher in other areas (the national
average is US$25,000 per farmer). The aid normally
covers 30% of the cost of the changes required, or
40% in "disadvantaged" areas, plus 10% in case of
job creation or 15% if it is implemented by a young
farmer. So far, about US$500,000 have been
disbursed.

In order to obtain a CTE, the farmers must fill a
first application form provided by an authorized
institution (local agriculture Chamber, producers
association, agricultural government services...),
which forwards it to the other organisms
intervening in the process. Then the applicant has
to submit a 20 pages document entitled "self-
diagnostic and farming project”, which is similar to
the type of questionnaires used by socio-economic
researchers in rural areas, with complex tables
documenting the social, economic and
environmental aspects of the farm and the
proposed changes. The farmer is encouraged to use
the services of the local agricultural services or
associations to design his or her proposal.

The proposal, to be eligible, must combine the right
type of changes amongst the 100 ones in the official
list. The farmer must combine "environmental* and
"socio-economic” measures. In each section, the
farmer has to choose the mandatory measures for
his/her sub-region and sector (if any), and at least
one "1 priority" type of measure. The request is
then examined by three different local authorities in
charge of the process. If each of them gives a
positive feed-back, then an 8-pages contract is
signed between the farmer and the local
government, which specifies the 5-years
commitments of the farmers towards the chosen
practices, and the type of aids he or she will receive
in compensation.

Needless to say, the control of such a procedure
involves regular visits by inspectors, who usually
become very unpopular with farmers, ever tempted
to make use of the complexity of the thing to
increase the flow of aids in their direction. The
whole system costs a lot in administration, advisory
and control services. Farmers can include in their
subsidy request 3 days of their work (at US$200
per day) for the time spent in the administrative
process, and can get aid to finance US$1000 worth
of advisory services (also at US$200/day) from the
local Agricultural Chamber.

Although it is easy to criticize the bureaucratic
weight of such a process, It is difficult to imagine, in
fact, how the objectives of agri-environmental
measures could be reached with a simpler process.
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Designing a lower number of eligible actions would
restrict their adaptability to local conditions. Failing
to earmark each action for a different sub-region or
sector and to describe them in detail would reduce
their environmental efficiency. Reducing the
number of bureaucratic controls would mean
opening the door to corrupt practices and
collusion; in rural areas where the head of the local
agricultural service is likely to be a relative of the
farmer, it is better to have several controls than
one. Indeed, two years after the start of the
program, the Minister declared that there was no
plan to simplify the procedure (Dupont, 2001).

But the complexity needed to reach all these
objectives leads to perverse outcomes.. In practice,
it discriminates against those farmers who are not
able or willing to spend hours visiting bureaucracies
and filling complex forms. It promotes those
farmers who have a good understanding of the
process, who are usually the ones whose relatives
work in the local producers associations or
agricultural services. In practice, it means that a
minority of farmers get the help, and that they may
not be the poorest ones, quite the contrary. It also
promotes competition for land, with farmers trying
to increase the size of their farms to get a higher
volume of aid (which is always delivered on a per ha
basis). It means that farming and natural resources
management are becoming technocratic
professions, in which the winners are not
necessarily the best farmers, but the more apt at
tapping subsidies, as well as the whole profession of
administrators, advisors, and inspectors who are
needed to sustain the system (Ehrwein,
pers.comm.).

The sustainability of the process is also
questionable. What will happen to the farms after
the five-year contracts expire? Will the contractual
changes remain profitable enough so that farmers
will maintain them, or will it be necessary to renew
the aids for ever? We can bet that the farmers who
received the subsidies will claim that they need
more to sustain environmental services. The
problem is that, based on the sheer
competitiveness of their farms in terms of food
production, these farmers cannot compete with
(also heavily subsidized!) large mechanized farms in
the lowlands. In fact, a country like France could be
fed entirely, for its staple needs, with the products
of a few limited lowland areas in the North, North-
West and South-West. The social function of
upland farmers is changing towards natural
resources management, landscape maintenance, and
the provision of recreational services and high
quality regional food products. If these functions



have to be funded by subsidies, there sustainability
will depend on the readiness of taxpayers to finance
the new State-managed profession of "natural
resources managers" in the upland areas - of which
farmers will be only a component, along with
technicians and administrators.

As of November, 2001, 2 years after the law
drafting the CT was adopted, 19,000 contracts
were signed, representing 1 million ha and 5% of
French farms (the total objective over 5 years is
100,000 farms). After strong critics and a slow
start, farmers are now eager to get the aids. The
main focus of the process is on watershed services,
with improvements in water quality (reduction of
discharges) being the focus of 55% of the aids,
although the process met little success in the most
polluted, intensive pig-farming areas in Northern
France. The process mostly benefits young farmers
and, as can be expected, is biased against "small,
isolated farmers" — farmers working in groups
benefit more of the aids (Dupont, 2001).

Competitive Contract Allocation in the UK

France does not have the monopoly of State-
managed agri-environmental measures, who are
found in most European countries. An example can
be found in the UK in Northern Ireland, another
area with problems of poverty in agriculture. The
Environmentally Sensitive Areas Scheme, launched
in 1985, can be applied on 20% of Northern Ireland
agricultural lands, and has attracted since over
4,500 participants on 65 per cent of the eligible
land. Due to its success, it was then complemented
by the Countryside Management Scheme (CMS),
launched in 2000 for other areas. Both are an
integral part of the agri-environment programme
included within the Rural Development Plan
submitted in respect of Northern Ireland. The CMS
scheme is operated with EU finance, under the
constraints of European Commission regulations
for such schemes. One of these constraints states
that payments are based on income foregone and
costs incurred (Nugent, 1999).

These schemes are aimed essentially at encouraging
farmers to adopt or continue with environmentally
sensitive farming practices, mostly aimed towards
watershed services (better nutrient management to
promote water quality) and biodiversity
(enhancement of habitat, as well as landscape and
heritage conservation). Like in the French CTE, the
schemes are actively promoted in relation to
farmland in NATURA 2000 conservation areas.

The main difference between the UK's CMS
program and other similar European agri-
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environmental measures is that the CMS is
operated on a competitive basis, seeking to target
those farms that can deliver the greatest
environmental benefit. Farmers seeking to
participate submit applications are ranked in terms
of environmental benefit against the agreed criteria
in terms of priority habitats. The Scheme should be
oversubscribed in terms of applications and, in
accordance with the funding available, only those
applications that can provide the greatest
environmental benefit consistent with value for
money will be accepted. The Northern Ireland
authorities consider that this competitive element
has many advantages. Funding for agri-environment
measures in other Member States also restrict the
number of subsidies delivered based on finance
budgets, albeit using different mechanisms such as
temporarily closing schemes for applications,
delaying the processing of applications etc. The
method being adopted in Northern Ireland
removes such uncertainty by making clear at an
early stage whether an applicant will be unable to
enter the CMS in that year or not. In addition the
competitive element is seen as a very positive
factor in that, with the determining criteria being
based on environmental factors, the scheme will
achieve desirable status in the eyes of farmers and
carry with it a premium status.

Apart from the competitive element, the scheme
bears many similarities with the French CTE, and
requires as many bureaucratic and technical
controls. The scheme involves 10-year management
agreements between the Department of
Agriculture and Rural Development and
participating farmers, with provision for either to
withdraw after five years. It involves assessment of
applications using a ranking system to establish the
environmental benefits and value for money of
individual applications and a pre-entry
Environmental Audit of the whole farm, including
soil sampling. Besides, participating farmers are
asked to undertake a training course training to
"promote their understanding, knowledge and
acquisition of skills to deliver environmentally
farming practices to meet agri-environment scheme
requirements”. A monitoring and evaluation
program is planned, involving ecological, landscape,
archaeological and socio-economic monitoring
(DARD, 1999).

However, because there is no pre-established list of
officially agreed changes, the procedure is simpler.
The official requirements are more targeted
towards specific habitats types, some of them

having to be included for improved managements in
the proposals. However, there detailed principles



and prescriptions that must be followed, and like in
the case of France, the farmers are invited to seek
advice from the local agricultural services, especially
for sensitive points such as landscape preservation.

Unlike the French CTE, the scheme has no direct
socio-economic targets, but is expected to have a
positive socio-economic effect in the countryside,
in the form of better landscape and employment.

Because the scheme is only concerned with
Northern Ireland (14,000 sg.km) and with non
Environmentally-sensitive areas, its targets are
smaller than the French CTE, with a planned 4,125
farmers or 150,000 Ha. Yearly funding should be
about US$2 million per year, or less than US$3,000
per farmer per year (Nugent, 1999) — which is a bit
lower than the average French CTE (US$5,000 per
year).

From Watershed Conservation to Carbon
Sequestration in the US

Despite their stated commitment to liberalization in
international scenes, the US also have implemented
a number of measures aimed at subsidizing farmers
for environmental services, especially for watershed
services (pollution control) and habitat
preservation. The subsidies can take different forms
such as grants, loans, and tax benefits that are
offered in exchange for improved conservation
practices. Like in Europe, multi-year contracts pay
landowners to either take land out of cultivation or
to manage it in a certain way. In addition, benefits
that support farm programs have, since 1985, been
linked to environmental performance in a program
called “Conservation Compliance.” In the Fiscal
Year of 1998 alone, the US Departement of
Agriculture managed US$5,9 billion in various
conservation subsidy programs (EPA, 2000).

The largest single program (35% of total spending)
is the Conservation Reserve Program (CRP), which
was initiated by Congress in 1985 and is a
continuation of the Soil Bank Program started in
the 1950s (Uri and Bloodworth, 2000). It is a
contractual approach, in which farmers agree to
take land out of production and place it under
conservation uses for 10 to 15 years. Applications
to participate in this

program must include conservation plans, which
usually require the establishment of a grass or tree
cover. Participating farmers receive annual
payments of as much as $50,000 per person, which
take the form of an annual per hectare rent of $125
in average, and half of the cost of establishing the
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permanent cover. The total aid per farmer. This
program, unlike other agri-environmental measures
mentioned above, is relatively simple to implement
and control, but has the obvious disadvantage of
totally excluding land from production.

Like in the UK case mentioned above, since
landowners have offered more acres than the CRP
can afford, they have to bid for enrolment. The
1990 and 1996 Farm Bills shifted the emphasis of
the CRP to protecting lands that were not only
highly erodible but also important to water quality
and wildlife habitat. The bidding system, as a result,
has been changed several times since 1991. An
Environmental Benefits Index (EBI) is used to
evaluate bids. The EBI includes numerous factors
relating to soil erosion, water quality, and the value
of the land for wildlife habitat. Lands located in
special Conservation Priority Areas are given
additional preference, particularly if structural or
land management practices proposed for the lands
maximize environmental benefits per dollar
expended. The EBI is compared with the bid
amount to determine whether the parcel should be
enrolled in the CRP.

The area under CRP is about 12,5 million ha, or
nearly 10% of the total U.S. cropland. The USDA
estimated the net social benefits of CRP at US$4.2
billion to US$9.0 billion over the life of the
program, as detailed in Box 4.

Box 4. Social Benefits and Costs of the
US Conservation Reserve
Program

SOCIAL BENEFITS RANGE OF VALUES (US$billion)

Increases in net farm income 1-63
Value of future timber 3.3

Preservation of soil productivity 0.6-1.7
Improved surface water quality 1.3-4.2

Lower damages caused by windblown dust 0.3 - 0.9

Wildlife enhancements 19-31
TOTAL BENEFITS 9.5-195
SOCIAL COSTS

Higher food costs for consumers 29-78

Existence of vegetative cover on CRP land 2.4

USDA technical assistance 0.1
TOTAL COSTS 5.4-10.3
NET BENEFIT 41- 9.2

Source: USDA.1994, in EPA (2000)




Because of the relative simplicity of the measures —
take land out of production and establish a
permanent cover — the cost of technical assistance
is limited, and certainly much lower than in the case
of European agri-environmental measures. To make
the program more effective, special incentives are
planned now to gear it towards areas with a higher
environmental value, such as river stream banks.
Unlike in European programs, no particular social
provisions is included and no particular incentives is
planned to gear the program towards poor areas

or farmers.

Besides the CRP, the United States operate a
number of other conservation reserves programs in
which farmers receive payments or tax exemptions
for land taken out of production. They also have a
number of more complex programs in which
farmers, like in the European agri-environmental
measures, are paid to implement farming practices
in an environmental friendly way.

This is motly done through provisions of the 1985
Farm Bill which state that to ensure farmers’
eligibility for receiving support such as price
support, credit or tax exemptions, farmers are
required to develop and implement approved
conservation plans for designated “highly erodible”
land. The plans typically entail adjustments in
farming practices and rotations and could include
measures such as the maintenance of crop residues
on fields in winter, contour plowing, minimum
tillage, and shelterbelts. These rules appears to have
a strong incentive effect. Implementation costs for
the conservation compliance provisions are
estimated at $17 to 25 per ha, whereas a loss in
farm support benefits would cost farmers between
$90 and $150 per ha (EPA, 2000).

Another contractual subsidies program
implemented in the United States is the EQIP
(Environmental Quality Incentive Program), which
assists farmers and livestock producers with making
environmental and conservation improvements.
Participating landowners agree to establish
conservation plans and implement them for periods
of 5 to 10 years.

In doing so, they receive cost-share or incentive
payments for as much as 75% of their costs for
adopting these conservation practices. Payments
are limited to $10,000 per person per year or a
total of $50,000 for any multi-year agreement, with
a total yearly funding of US$170 million. As can be
seen, this is significantly higher than similar
European schemes.

31

Although they appear less bureaucratic than some
European Schemes, these programs also require a
lot of administrative and technical support to
ensure that selected projects maximize the
environmental benefits per dollar spent, to choose
priority areas, and to develop plans that identify
both the main problems being addressed and the
practices capable of solving these problems with
available resources. These provisions effectively
make watershed planning a major activity for the
Natural Resource Conservation Service (EPA,
2000).

The interesting aspect in these programs that the
evolutions in its goals reflect changes in
environmental policy priorities. The primary goal of
conservation programs as stated in the 1980s were
to reduce soil erosion on highly fragile cropland.
Secondary objectives included reduced
sedimentation, improved water quality. and
fostering wildlife habitat (Uri and Bloodworth,
2000). The economic objectives were the reduction
of surplus, the preservation of the long-term
productive capacity of US agriculture, and income
support to farmers. Hence, like all policies designed
in the 1980s and 1990s, the CRP was mostly geared
towards watershed services and biodiversity
conservation.

Recently, studies have been conducted to evaluate
whether these programs could be considered for
their carbon sequestration services. Since most of
the hectareage under CRP is planted in grass, the
amount of soil organic carbon contained in the soil
ranges between 0.3 and 0.7 Mt/ha, or a total
sequestration of 3.8 to 8.8 million Mt for the whole
CRP area.

This is equivalent to 1.2% of the US carbon
emissions from burning fossil fuels (Uri and
Bloodworth, op.cit.). Besides, the carbon
sequestration in the 1.24 million Ha conservation
buffer strips promoted under other USDA
programs, also under grasslands, is equivalent to 0.4
to 0.9 million Mt. Meanwhile, no tillage practices,
adopted as conservation practices on 19.3 million
ha of farmland in 1998, resulted in a net carbon
storage of 0,05 to 0,5 Mt/ha, or 0,09 to 9,6 Mt for
the whole area (1% of US emissions from fossil
fuels). All together, using midpoints, the organic
carbon in the soil in 1998 in the US was estimated
at 12.2 million Mt, with a potential increase by 25%
(or about 3 Million Mt) by 2008, based on the
targeted agri-environmental programs.



Certification Schemes

There are an impressive number of certification
schemes that may result in rewarding farmers for
environmental services. Some of them are
implemented only in given countries, some of them
are international. Actually, this sheer diversity is a
strength and weakness of certification: it is a
strength because it widens the possibility of a given
farmer to find a scheme that may be applicable to
his or her conditions. It is, however a great
weakness because it confuses consumers and
undermines the credibility and visibility of eco-
labels. It also means reduced economies of scale in
the certification processes, which are fragmented
between an incredible number of schemes and
organisms.

What is important in eco-certification is that it is
mostly based on PPMs (Process and Production
Methods) rather than on particular properties of
the product. It is also almost always voluntary —
although pressure from buyers may make it not
that voluntary. The examples below are given to
illustrate some of the current debates and
difficulties in certification, and how they may affect
the use of certification as a market-based,
consumer-based RUPES.

The pressure on food Labels in France and Europe

In France, where gastronomy is at the core of
culture, "quality” food products represent about
one third of the total food consumption, or a
market of US$19 billion per year. This is, however,
a relatively recent and growing trend. In the two or
three decades after the Second World War, the
priority of French agriculture was to feed its baby-
boomers, and to catch up with other European
countries in the race towards mechanization and
input-intensive "productive" farming.
Industrialization was the motto, and quality became
associated to it. Upland farming, where
mechanization and transport is difficult, slowly
started to lag behind.

A major shock to French upland farmers came
when industrial farms in French Brittany started to
sell "Emmenthal” cheese, notwithstanding the fact
that Emmenthal is in the Alps, more than 700 kms
away. Their farms, close to international harbors,
had access to cheap imported feeds, and they
could imitate the Emmenthal cheese at a fraction of
the production costs in the Alps. Soon, industrial
Emmenthal flooded supermarkets and is now a
basic item in the consumption of low- and middle-
income households. However, it is no match for
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the refined taste and texture of the traditional
version. But because farmers in the Emmenthal
region had never done anything to protect their
region name as a brand, there was nothing they
could do against it use. Meanwhile, consumers
started to become quality-conscious and developed
a longing for "country” food, symbolically associated
with health and quality of life. They started to look
for ways to differentiate "traditional” products from
“"industrial” ones.

This taught a lesson to producers in other regions,
who started to register their regional names, and to
revive traditional processes in a search for renewed
quality. In the 1980s, it became increasingly
apparent that quality production, respectful of the
local environment, was the only way for upland
farmers to compete against lowland mechanized
farms with good road access. The problem was
how to make sure that the consumer willing to pay
a premium for these products could differentiate
them in supermarket shelves. This lead to an
increasing use of labeling and certification.

The oldest of such scheme is the regionally defined
names (Appellation d'origine controlée or AOC) which
exists since 1935. These schemes specify the
geographical origin of a product, but also a number
of PPMs that must be respected, to ensure that
quality and traditions are maintained. These
processes are usually more environmentally-friendly
than industrial ones. They rely more on local
ingredients and feeds, hence require less energy to
import inputs. They rely more on extensive, low-
input natural grazing and pastures than on
intensively produced grains. They are based on the
use of local varieties and indigenous knowledge, and
hence promote biodiversity. However, for
consumers, it is more the taste and texture quality
of these products which is the motivation, rather
than environmental conservation.

Another label, which is mostly based on quality
aspects but also results in environmental benefits, is
the "Red label", which is not based on regional
origin, but on the use of PPMs leading to better
food quality. The criteria to obtain a Red Label,
however, also include concerns for animal welfare
and the environment (Dupont, 2001), especially
reduced pollution.

In fact, the only label which popularity is clearly
based on environmental criteria is the AB logo
(Agriculture Biologique or Organic farming). The
farms that receive it are supposed to follow a
number of rules in their PPM, including the absence



of chemical pesticides and fertilizers, which in turn
result in a number of environmental benefits such
as soil conservation, watershed services and
biodiversity conservation. Given the highest organic
soil matter content in organic farming, it could even
be considered that organic farming contributes to
carbon sequestration.

The AB logo, which is the most significant one in
terms of environmental services, belongs to the
government (French Department of Agriculture). It
can be used after certification by a public or private
institution accredited by the Minister. One certifier,
Ecocert, controls 80% of the market, and 7 other
ones share the 20% other certifications. The use of
the AB label is regulated and controlled by a
government institution, the National Center for
Certification and Labels (NCCL), which gives
accreditations to and controls the certifying
organisms. Similar schemes are applied in other
European countries, with varying degrees of
government and private sector institutions. Besides
government-sponsored labels, like the French AB
logo, there are also labels which are purely
controlled by private organizations or NGOs. They
control their logo like a band name and have all
interests in making sure that it is associated with
quality and vigilance in the eyes of consumers. For
example, the Nature & Progres logo, belonging to a
private organization which markets products under
this brand name, can be used only after a
certification process which is more costly and has
stricter criteria than the government AB logo.

The main problem encountered by all these labels
is... their growing success with consumers. The
demand for all certified products far exceeds the
productive capacity of the industry: for organic
food, it is estimated than less than 50% of the
French demand is covered by production — and the
demand is growing fast (Dupont, 2001). The same

problem of excess demand is found all over Europe.

Most of the consumption takes place in 5 European
countries which are amongst the most
industrialized and have therefore a stronger longing
for "things green"; i.e. UK, Germany, the

Netherlands, France and Denmark (Reynaud, 1996).

In all these countries, although organic farm
products makes less than 3% of total food
production, the growth rate of the sectors' turn-
over is as much as 30% per year.

Besides, price differentials are significant: the price
of aorganic AB products in supermarkets is 20%
higher than similar, non-organic brand products
sold in the same outlets, while a consumer survey
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in Belgium indicated that price differentials should
not be above 30% for organic products to remain
attractive (Brouyaux, 2000). This is mostly due to
the health and taste qualities assocoiated with
organic farm products. As indicated above,
consumers in Europe are not ready to pay a much
higher price for environmentally beneficial
products, but they are ready to pay — a lot - for
better food and better health. Although the health
effect of organic product is sometimes questioned,
most recent European studies indicate that organic
products are in general less toxic because of the
absence of chemical residues (despite occasional
contamination by natural toxics), and usually have a
higher mineral and vitamin content.

Price differentials enable to compensate for the
lower productivity (in purely financial terms, at
market prices) in organic farms. A recent survey in
Switzerland indicated that the net income per ha or
per animal in organic farms was 5 to 35% higher
than in conventional farms, despite yields which
tended to be 11% lower per animal and 20 to 25%
lower per ha (Hostettler, 2000). Lower input costs
contributed to raising farmers incomes, but this
alone was not sufficient to offset lower yields, and
the higher income per ha of organic farms was due
mostly to much higher prices paid for the products
(10% to 60% more per unit of product). If the
prices applied to conventional farm products had
been applied to organic farms, their net income
would have been 7% lower per animal and 20%
lower per ha than in conventional farms. Besides,
organic farms tend to use much more family labor
than conventional farms (Hostettler, op.cit.) so the
actual income per unit of labor is not necessarily
higher.

There are three reasons which explain the
difficulties of the organic sector to cope with
demand all over Europe:

Q the main problem is the cost of adjustment to
a new way of producing, which requires
significant structural changes. This is especially
true, of course, in intensive farming areas,
especially where an intensive use of
mechanization and pesticides has been the rule
for the last 30 years or more. Not all farms can
be magically changed into organic farms
overnight.

O the second one is the whole organization of
the marketing and distribution chain, which has
been borne at a time when organic farm
products were a niche product, and is not
adapted to meeting large-scale consumer



demand. Hence, there have been cases where
buyers could not find products in a region,
while some farmers could have supplied them
(Brouyaux, 2000).

The cost of certification, by comparison, seems like
a small and marginal constraint. This is due to the
fact that certification has been organized for a long
time, with significant learning and economies of
scale. However, certification itself cannot cope with
the fast shift to large-scale consumer markets. They
cannot form certifiers overnight and their capacity
cannot cope with increases in volume and the
increased complexity of the sector. Moreover, the
change in scale and the shift from "niche, dedicated"
sector to "large-scale, profit-oriented" means that
there is more pressure towards cheating. The early
proponents of organic farming — including farmers
and distributors — were idealistic militants,
promoting a lifestyle and production style in which
they believed. Frauds were limited, and certification
was there mostly to help dedicated volunteers in
their progress towards environmental quality. With
increased demand and profit opportunities, organic
farming attracts a larger range of producers and
distributors, which is necessary if it has to get out
of its boutique niche. But these new entrants are
not all as idealistic as the first generation, hence
frauds are much more common (Le Noallec, 1999).

And indeed in 2000, after a number of reported
frauds, the NCCL controlled the accredited
certifier institutions in France, and found them
wanting on a number of points such as their
response to alleged fraud cases, the level of training
of their certifiers, and their use of product analyses
(Minagri, 2000). Of the 8 certifying organisms, 1
decided to get out of the sector, 2 had their
accreditation revoked, and 5 received corrective
action requests. This sent a shockwave to the
sector, raising attention to the loss in reliability in
the AB logo, and hence the risk for loss of
consumers' value. The crisis is not limited to
organic farming, however. The other eco- and
quality labels face similar problems of growth
(Dupont, 2001).

Two types of answers to this crisis are found. The
first one is a growing request to make the
certification criteria less strict and more accessible
to a larger number of producers; this would enable
organic products to be produced on a larger scale,
like is the case in the 