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Introduction 

Interest in market-based approaches to the finance and allocation of scarce ecosystem services has increased across the globe over the last decade. Interested parties include policy makers, planners, non-governmental organizations (NGOs) and private enterprises in developing countries, where there is particular interest in making markets pro-poor. Published reports note over 300 initiatives with market-based approaches in the last decade and various electronic information sources are now publicizing the increasing number and monetary value of new market-based initiatives. In the developing world, tens of millions of US dollars have recently been invested in carbon sequestration, watershed protection and biodiversity conservation through voluntary initiatives of the private sector, pilot activities of financing agencies, and applied research programmes. Experiences gained to date provide direction for strengthening the use of market-based approaches to achieve the goals of  Multilateral Environmental Agreements (MEAs), and for mainstreaming the environment into the Millennium Development Goals (MDGs) beyond MDG 7 on environmental sustainability.  

The October 11-12 segment of a High-Level Brainstorming Workshop on Creating Pro-Poor Markets for Ecosystem Services, organized by the Division of Environmental Conventions of the United Nations Environment Programme considered experience gained through a number of case studies, points of interface with the MEAs, and  elements for  a mid-term strategy.

Creating Lessons for Pro-Poor Ecosystem Services Markets 


Over the last several years, there have been major inroads achieved in understanding the roles of ecosystem services and their contributions to human well-being. There is a general agreement that market-based mechanisms could be key for promoting this nexus. Although examples of fully developed pro-poor markets are few compared to the global challenges, there are a number of market-based mechanisms such as financial incentives, targeted subsidies, conservation trust funds, cap-and-trade systems, and compensation mechanisms that provide valuable experiences for scaling up and using market-based approaches on a wider scale.

Innovative approaches to the use of market-based approaches to ecosystem services are arising from all relevant sectors, including national governments, multilateral and regional approaches to greenhouse gas emission trading, private voluntary initiatives, and pilot projects of non-governmental and international organizations.  

Market-like approaches to ecosystem services should generally be viewed as one among a complementary set of tools for directing public and private investments toward environmental and sustainable development objectives. Many market-based approaches are driven by regulation and most, if not all, require a minimum public capacity in monitoring and enforcement.

Market-based approaches provide new opportunities for creating synergies among public sector programmes and objectives, including conservation and development objectives. Market-based approaches may also have synergistic effects among themselves:  stacking of incentives can create stronger incentive for maintenance and generation of ecosystem services; bundling of ecosystem service provision in particular locations or particular target groups may be an efficient and equitable way to obtain synergies across ecosystem services.     

In setting up new market-based approaches, it is important to take an adaptive learning approach, with lessons learned fed back into design and implementation processes. Relationships between ecosystem services, human well-being, and the actions of land and resource users are complex, dynamic, non-linear and often non-reversible.  Sound evidence and clear understandings of cause-effect relationships are therefore necessary to  ensure  efficient, equitable and sustainable market-based mechanisms.  Evidence and approaches generated from pilot programmes and applied research projects can support the scaling up of those mechanisms to national and international levels.

There are multiple links between poverty and ecosystem services that need to be considered in the design and implementation of market-based approaches.  Market-based approaches to ecosystem services should: 

· Provide an opportunity to help communities use natural capital in order to move out of poverty and into the mainstream of the economy; 

· Understand the analogous and underlying causes of poverty and consider how market-based approaches can be designed to redress those causes; 

· Do no harm to the poor, or fairly compensate the poor for harm;

· Provide opportunities and social space for disenfranchised, vulnerable and poor groups in order to understand and fairly negotiate new agreements and contracts; and

· Enhance synergies between poverty reduction and ecosystem service objectives.   

Mapping a Role for MEAs and Market-based Mechanisms for Ecosystem Services 


Market-based instruments, including the creation of markets, are increasingly recognized as having important roles to play in furthering the implementation of many of the MEAs, achieving sustainable development and reducing poverty. To date, however, the full arsenal of market-based instruments have not been fully employed in promoting or enhancing the implementation of MEAs, achieving sustainable development, and reducing poverty. A key step towards better employing market mechanisms is to map MEA objectives against the potential for market-based approaches to address those objectives.  

An examination of MEAs, including their objectives, strategic planning, and policy documents and how they can employ market-based mechanisms to further their interests is required. Scope exists already and it is important to understand how to advise the Conference of the Parties (COPs) of the potential and operational implications of market-based mechanisms. 

Well-monitored case studies can provide improved understanding of the technical relationships between people, land use, environmental structure, and ecosystem services, as well as the social and political relations between market-based approaches and other public and collective institutions.  There are key institutional relationships between market-based arrangements, environmental regulations, property rights, and the social capital that bond local communities and bridge those communities with the public sector.   

MEAs define opportunities and constraints for member countries to apply market-based approaches at the national and transnational levels.  MEA secretariats and Parties should be made aware of those opportunities and constraints within the culture of their convention processes.  Various meetings of the MEAs provide opportunities to enhance awareness among high-level national policy makers. The promotion of the outcomes from the Millennium Ecosystem Assessment provides a unique opportunity to outline the importance of ecosystem services and market-based approaches.

There are various opportunities for pro-poor market-based approaches to help achieve the objectives of the MEAs, some of which have already been addressed in the MEAs. These relate to: reducing negative spillovers from national to international markets; easing pressure on shared and migratory species and shared ecosystems; enhancing political support and commitment from developing countries; and providing new sources of finance to developing countries to implement commitments under the MEAs.

International targets such as the 2010  target of reducing the current rate of biodiversity loss  could usefully focus the attention of several MEAs on how to incorporate market-based approaches into their operations. There are also good opportunities to integrate market-based approaches to ecosystem services into broader development planning including Poverty Reduction Strategies, Poverty Reduction Strategy Papers, MDG-based Sustainable Development Strategies, and Integrated Water Management Strategies. There is some potential, based on an examination of MEA strategies and objectives, to determine if market-based approaches can be linked to existing MEA national planning. There are also good opportunities to integrate market-based opportunities into existing and planned projects and activities of various agencies, including the UN Millennium Project. 

Next Steps 


There was wide agreement that the use of market-based mechanisms is a burgeoning area for MEAs to become more involved in. However, this is a complex area that is still in a relatively early stage of development.  In order for MEAs to deploy market-based approaches more effectively, the meeting agreed on the following key next steps: 

· Request UNEP to establish an advisory mechanism initially targeted at MEA parties and secretariats on creating market mechanisms for ecosystem services. Important as they are, MEAs have few resources to develop a deep understanding of these issues. Therefore it was recommended that UNEP assist MEAs to explore this potential.  UNEP should draw upon the expertise and experience from other relevant organizations, including the private sector, in performing this role.  UNEP should invite MEAs to name focal points in their respective secretariats for this initiative.  

· Request UNEP to identify and develop pilot projects that could demonstrate how market-based instruments for ecosystem services can be used effectively and advance the objectives of the MEAs.  Pilot projects should be multilateral in character and large and complex enough to adequately address the various ecosystem services considered by the Millennium Ecosystem Assessment  and the objectives of the MEAs.  The Lake Victoria ecosystem of East and Central Africa might be such a case.  Other pilot projects could be developed around specific species and the ecosystems on which they rely, for instance, the case of migratory species such as waterbirds that link different regions of the world.  Worldwide health concerns about avian flu may increase the imperative for such a study. 

· UNEP could play a key role in agenda setting in this emerging issue. It is therefore recommended that UNEP should provide more analyses and studies (i.e. publications) to create awareness and hold side events and briefings at the governing bodies of MEAs to make parties aware of the links and potential between MEAs, ecosystem services and market-based mechanisms.  An issue of particular importance to the MEAs is terminology. There should be agreed understanding and definitions of key terms and concepts. 
· UNEP should consider its role in creating an enabling environment for pro-poor market-based instruments for ecosystem services at the international and national levels. Appropriate actions could include:
· Preparing materials for the media; 
· Raising awareness at the international and national policy meetings; 
· Supporting training and capacity building programmes; and
· Engaging the private sector. 
· It is important to recognize that there are a variety of organizations and consortia working on market-based mechanisms for ecosystem services, but not all of them are well connected to each other or to policy-making processes. Therefore, UNEP should take a role in facilitating linkages to national and international policy making, especially through the MEAs. UNEP can also facilitate synergies and information flows among existing initiatives.    
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