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►    OVERVIEW

This e-document is provided by WWF’s Center for Conservation Finance to assist any individual with an
interest in finding ways to help sustainably finance conservation.  Conservation finance, unlike grants or
donor based philanthropy, relies on financial techniques at the macro and micro level, to generate revenue
for establishing, operating, and protecting the natural world. Various conservation finance publications,
descriptions and examples of actual applications of conservation finance techniques with links to relevant
databases and websites are provided within this e-document.

The e-document is laid out in a user friendly format with text hyperlinks to move you around the
document, as well as to return you to prior subjects.  In addition, the document is organized into three
main sections:

• WWF Conservation Finance related publications
• A categorized summary of Conservation Finance techniques
• Links to other Conservation Finance related databases

The content of this e-document was compiled through extensive internet research, as well as from various
publications.  Sources include WWF and various other environmental organizations, other leading NGOs,
and a variety of institutions and government organizations.  Information from external sources is
documented either by the identification of the original source, or with a corresponding link to the original
source.  Links were current at the time of initial publication (July 2003), but will not be maintained on an
ongoing basis.  The Center for Conservation Finance at WWF-US bears no responsibility for the
maintenance of links in this document. 
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►  WWF CONSERVATION FINANCE PUBLICATIONS
  

• Center for Conservation Finance Business Plan
http://www.worldwildlife.org/conservationfinance/pubs/business_plan.pdf

• Raising Revenues for Protected Areas
http://www.worldwildlife.org/conservationfinance/pubs/cf_book.pdf

• Financing Mechanisms for Conservation and Sustainable Management of Central
African Forests
http://www.worldwildlife.org/conservationfinance/pubs/financing_mechanisms.pdf 

 

http://www.worldwildlife.org/conservationfinance/pubs/business_plan.pdf
http://www.worldwildlife.org/conservationfinance/pubs/cf_book.pdf
http://www.worldwildlife.org/conservationfinance/pubs/financing_mechanisms.pdf
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►   CONSERVATION FINANCE TOOLS         
      
1. Direct allocations from national and local government budgets
 
2. Government bonds issued to raise funds for conservation 
 
3. State lottery revenues
 
4. Conservation trust funds 
 
5. Debt-for-nature swaps  
 
6. Protected area entry fees

7. Income earned from tourism-related operations of protected area agencies 

8. Voluntary contribution programs administered by tourism operators
 
9. Diving fees
 
10. Airport and cruise ship passenger fees
 
11. Hotel room taxes and surcharges

12. Real estate tax surcharges for conservation 
 
13. Conservation easements
 
14. Habitat improvement tax credit 
 
15. Tradable development rights and “wetland banking”

16. Purchase or donation of land and/or underwater property
 
17. Tradable quotas 
 
18. Conservation services levy
 
19. Fish catch levies

20. Eco-labeling and product certification
 
21. Recreational fishing license fees
 
22. Excise taxes on sales of recreational fishing equipment and motor boat fuel 
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23. Fines for illegal fishing, and proceeds from sales of confiscated fish, boats and equipment
 
24. Pollution fines and out-of-court settlements for pollution damage
 
25. Royalties and fees from offshore mining and oil and gas
 
26. “Right of way” fees for oil and gas pipelines and telecommunications infrastructure
 
27. Hydroelectric power revenues
 
28. Premium-priced wildlife postage stamps and automobile license plates 
  
29. Biodiversity prospecting 

30. Private sector investments promoting biodiversity conservation. 

31. Watershed Conservation Fees and Protection

32. Tax Credits and Easements

33. Buying Natural Resource Concession Rights 

34. Volunteer Organizations

35. Unique Habitat Improvement Actions

36. Unique On-Sight Fundraisers 
 
37. Carbon Sequestration Payments

38. Fuel Taxes
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CONSERVATION FINANCE TOOLS

1. Direct allocations from national and local government budgets

• Total government spending worldwide on protected areas has been estimated to be around $3.2
billion per year, but is mostly concentrated in developed countries. There are no statistics showing
how much of this $3.2 billion is specifically for marine and coastal protected areas.  Government
expenditures for marine conservation and fisheries management outside of protected areas are even
harder to quantify. Such expenditures are commonly spread among many different government
agencies, such as ministries of: fisheries, natural resources, commerce, national defense (navy and
coast guard), science and environment, in addition to expenditures by provincial, municipal and local
governments. However, funding for conservation is often one of the first government budget items to
be cut in times of economic difficulties, because the effects of the budget cuts may not be apparent for
some time. Oftentimes, governments only begin to realize the importance of biodiversity conservation
and sustainable resource management after fish stocks have become depleted, reefs and wetlands
have been destroyed, and ecosystems no longer provide the goods and services that people used to
take for granted. 

Governments generally tend to give higher priority to finding funds for immediate social needs, and
highly visible economic development projects. Nevertheless, governments can sometimes be
persuaded to increase their annual budget allocations for conservation and sustainable management of
marine ecosystems, if it can be demonstrated that MPAs and conservation programs generate
substantial economic benefits in the short-, medium or long-term. For example, tourism is now the
world’s largest industry and a major source of employment in many countries, and tourism tends to be
especially focused on coastal areas. But revenues from tourism can dramatically decline if beaches or
coral reefs become polluted, eroded or destroyed. 

Revenues from agriculture and fisheries can dramatically decline if coastal wetlands and coral reef
ecosystems are not adequately protected.  MPAs serve as the spawning grounds for many species of
fish that can subsequently be commercially harvested.  Protected area managers and conservationists
need to be able to demonstrate these economic benefits to officials of the ministries of finance and
planning, to members of national and local legislatures, and to influential news media and community
groups. This is usually the best way to obtain increased government budget allocations for marine
conservation.

For a global survey of government funding for protected areas, see: 
James, Alexander N., Michael J. B. Green, and James R. Paine. 21 March 1999. A global review of protected area budgets
and staffing.  Study produced by the World Conservation Monitoring Centre, Cambridge, United Kingdom
World Wildlife Fund publication, 2003 – Financing Marine Conservation

• Arizona - Beginning FY 2000, $20,000,000 per year for eleven years in general fund appropriations
will purchase development rights for the state land trust.
http://www.nga.org/cda/files/STATEINVEST.pdf

• Washington - General funds totaling $33 million in the fiscal 1999–2000 biennium are used to
purchase land. 

http://www.nga.org/cda/files/STATEINVEST.pdf
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http://www.nga.org/cda/files/STATEINVEST.pdf

• Connecticut - Tax return check-off fund for endangered species.  The "Endangered Species/Wildlife
Income Tax Check-Off Fund" is a fund that was created in 1993 by the legislature to allow
Connecticut state income taxpayers to voluntarily donate portions of their tax refund to support
efforts aimed at helping Connecticut's endangered species, natural area preserves and watchable
wildlife.  Since the inception of the Check-off, a number of projects have been funded in the areas of
habitat restoration, inventory, monitoring and education.  
http://dep.state.ct.us/cgnhs/nddb/checkoff.htm

_____________________________________________________________________________

2. Government Bonds issued to raise funds for conservation 

• California “Clean Water and Coastal Protection Bonds” Besides relying on current tax revenues to
fund conservation, some governments have raised revenues for conservation by selling interest-
bearing government bonds. The money paid by the investors who purchase these particular bonds is
used exclusively to fund conservation programs. Government bonds are also used to finance parks,
acquisition of open spaces, and habitat restoration. These can either be “general obligation bonds”,
which are repaid out of the State’s future tax revenues; or “revenue bonds”, which are repaid out of
charges and revenues generated by the specific project that is being financed; or bonds that are a
hybrid of these two types. Private investors are willing to buy these bonds, which offer lower than
current market rates of interest, because the interest earned is exempt from taxation. Issuing
government bonds can be an expensive and time-consuming process, because it is subject to complex
legal rules and usually also requires approval by voters, but it can generate large sums of money. In
the United States, tax-exempt State and municipal government bonds are the largest source of
financing (raising more than $25 billion) for pollution prevention and environmental infrastructure
projects, particularly for drinking water and waste water treatment facilities.

For example, in 2002 voters in the State of California approved the issuance of more than one billion
dollars of “Clean Water and Coastal Protection Bonds”. The bonds will be used to finance coastal
watershed and wetland protection, restoration and protection of the water quality and environment of
coastal waters, estuaries, bays and near-shore waters. This represents the largest state-level
investment in coastal protection in United States history. $750 million of the monies in the bond are
continuously appropriated to California’s Wildlife Conservation Board out of revenues from the
State’s cigarette taxes. The money raised will be used for the acquisition, protection, and restoration
of coastal wetlands, upland areas adjacent to coastal wetlands, and coastal watershed lands in or
adjacent to urban areas. It will also be used to finance projects for treatment of non-point source
pollution that washes into coastal waters via storm-water runoff, and for acquisition of conservation
easements from coastal landowners who are willing to sell the development rights to their land. This
will provide water quality benefits in areas that are under the greatest pressure from residential and
commercial development. It will also provide needed habitat for critical and endangered species, as
well as migratory fly-ways for the numerous species of birds that use the Pacific Coast each winter. 
World Wildlife Fund publication, 2003 – Financing Marine Conservation

• Washington State (Case Study) - Instructional failure to secure  $185,000,000 for a 100,000 acre

easement.

http://dep.state.ct.us/cgnhs/nddb/checkoff.htm
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• Florida Bond sales provide $300 million per year for ten years for fee-simple land acquisition and the
purchase of easements and mining or forestry rights by the five water management districts and the
three primary state land managers, and Money from Preservation 2000 fund provides $30 million per
year in matching-fund grants to local governments for land acquisition.
http://www.nga.org/cda/files/STATEINVEST.pdf

• Massachusetts, a $318-million bond fund is used to preserve open space and water resources.  
http://www.nga.org/cda/files/STATEINVEST.pdf

• Minnesota – “Reinvest in America”, successive bond sales totaling $60.7 million to date provide
funding for acquisition of agricultural lands, wetlands, habitats, forests, and natural areas.
http://www.nga.org/cda/files/STATEINVEST.pdf

• Wisconsin - General funds totaling $33 million in the fiscal 1999–2000 biennium are used to
purchase land.
http://www.nga.org/cda/files/STATEINVEST.pdf

• MIGA (of the World Bank) and the Rainforest Tram: An example of the use of guarantee
instruments to encourage environmental activities is the case of two guarantees provided by the
Multilateral Investment Guarantee Agency (MIGA) of the World Bank. In 1995, MIGA supported the
construction and operation of 1.3 km. aerial tram, a restaurant, and a visitor research center located on
a 338 hectares site of rainforest bordering Braulio Carrillo National Park in Costa Rica (50 km. north
of San José). MIGA issued guarantee contracts covering foreign investment in Dosel S.A., a special
purpose company set up to run the Rain Forest Aerial Tram (RFAT). One contract guarantees the
equity invested by Conservation Tourism, Ltd., of the United States against currency transfer risk; the
other guarantee contract covers the Bank of Nova Scotia’s (Canada) non-shareholder loan to Dosel
against Transfer Restriction, Expropriation, War, and Civil Disturbance. The idea behind the
Rainforest Tram is that it will help educate visitors about the importance of the rainforest, as well as
serve as an example of how Costa Rica can make the best use of its rainforests in a non-destructive
way. Finally, the company concerned, Dosel, hopes to work closely with the Costa Rican government
to reduce illegal hunting activities in the area. Source: Adapted from Bayon, Lovink, and Veening,
forthcoming
http://www.newamerica.net/index.cfm?pg=article&pubID=483

• New Jersey Ballot Initiative Funds Land Preservation:  Determined to preserve 1 million acres of
New Jersey’s open land during the next decade, Governor Christine T. Whitman spearheaded an
effort to establish a stable source of funding for land acquisition. The Governor proposed a ballot
initiative to dedicate sales tax revenues to preserving open space and launched radio addresses and
personal appearances to campaign for the measure. The ballot initiative passed with 68 percent of the
vote on November 3, 1998, enabling the state to permanently preserve two-fifths of its land area and
create an interconnected system of open spaces.  The council reported the public’s belief that the state
was preserving too little open space at too slow a pace and not adequately managing the lands it
already owned.  The council recommended establishing a stable source of funding to pre  From 1999
through 2009, the initiative will dedicate $98 million annually in general fund sales-and-use tax
revenues to finance open space, farmland, and historic preservation. After ten years, up to $98 million
per year for twenty years will be available to repay or refinance bonds issued for land conservation.
County and municipal governments will identify most of the million acres to be preserved, and they

http://www.nga.org/cda/files/STATEINVEST.pdf
http://www.nga.org/cda/files/STATEINVEST.pdf
http://www.nga.org/cda/files/STATEINVEST.pdf
http://www.nga.org/cda/files/STATEINVEST.pdf
http://www.newamerica.net/index.cfm?pg=article&pubID=483
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will share the land acquisition costs. Voter enthusiasm for local funding to preserve open space
equaled the support for the statewide initiative; six counties and forty-five municipalities approved
local tax increases to match the state preservation funds.
http://www.nga.org/cda/files/STATEINVEST.pdf

• Connecticut - general obligation bonds will provide $19.5 million in fiscal 1999 for fee-tile land
purchases.
 http://www.nga.org/cda/files/STATEINVEST.pdf

• Industrial Development Revenue Bonds: IDRBs are an attractive source of financial assistance to
economic development projects in Michigan. They provide profitable firms with capital cost savings
stemming from the difference between taxable and tax-exempt interest rates.  Public facilities which
generate a revenue stream (parking structures, for instance) have traditionally been financed by
municipalities through tax-exempt "revenue bonds." IDRBs apply this same tax-exempt finance
mechanism to the "public purpose" of economic development. The governmental unit borrows money
from private capital markets, secured only by the project’s revenues rather than the government’s full
faith and credit. Interest income earned on bonds issued by a governmental entity to finance a project
for a private company which has demonstrated a good public purpose is exempt from federal, state,
and local income taxes, thereby reducing the cost of capital (including the cost of letters of credit,
remarketing fees, etc.) to an average 75-85% of prime.
http://medc.michigan.org/services/financial/combo.asp?ContentId=ACDD73A1-DC3B-4601-B544-
9AE5654CBCD0

• Nevada passes habitat bond bill - PASSED: Question 1: Asks voters to determine if the State be
authorized to issue general obligation bonds in an amount not to exceed $200 million in order to
preserve water quality; protect open space, lakes, rivers, wetlands and wildlife habitat, and restore and
improve parks, recreational areas, and historic and cultural resources.
http://www.apwa.net/Documents/GovtAffairs/WashingtonReport/wash_report_112002.pdf

___________________________________________________________________________________

3. State Lottery Revenues

• Another source of general government funds for conservation, that is neither based on user fees nor
on earmarked taxes, is government-run lotteries. For example, in Oregon, 15 percent of the proceeds
from the state lottery are earmarked for financing “the Oregon Plan for Salmon and Watersheds”.
Other U.S. states have also used government-run lotteries to raise tens of millions of dollars per year
for conservation. 

Lotteries can be considered a way of financing conservation from government revenues (although
not, in this case, from tax revenues, since the buying of lottery tickets is a voluntary rather than a
compulsory act like paying taxes). Lottery revenues are kept separate from the general budget and not
subject to the same legal restrictions as tax revenues. In some countries, where nature conservation is
not considered to be primarily a government responsibility, or where other social needs are
considered to have a much higher priority, it may be politically easier to allocate lottery revenues for
conservation than to allocate tax revenues for this purpose.  However, there is no direct or indirect
connection between the source of the revenue (i.e., the lottery) and the conservation purposes for
which the revenues may be spent. This contrasts with the various forms of “user fees”, environmental
taxes and pollution fines that are described in later sections of this Guide. 

http://www.nga.org/cda/files/STATEINVEST.pdf
http://www.nga.org/cda/files/STATEINVEST.pdf
http://medc.michigan.org/services/financial/combo.asp?ContentId=ACDD73A1-DC3B-4601-B544-9AE5654CBCD0
http://medc.michigan.org/services/financial/combo.asp?ContentId=ACDD73A1-DC3B-4601-B544-9AE5654CBCD0
http://www.apwa.net/Documents/GovtAffairs/WashingtonReport/wash_report_112002.pdf


http://www.azleg.state.az.us/issues/senate/arizona game and fish commission heritage fund.pdf
http://www.azleg.state.az.us/issues/senate/arizona game and fish commission heritage fund.pdf
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a quarterly basis to the Conservation Trust Fund, the Colorado Division of Parks and Outdoor
Recreation and the Great Outdoors Colorado Trust Fund.    
Conservation Trust Fund: Local parks and recreation providers - towns, cities, counties and special
districts - receive money from this fund based on population. Approximately $44 million was
distributed through the Conservation Trust Fund in fiscal year 2002 for open space and land
acquisitions, equipment purchases, facility development, park maintenance, and renovation or
restoration of local facilities.
Colorado Division of Parks and Outdoor Recreation (State Parks): Colorado's 40 state parks use
Lottery money for open space and land acquisitions, trail system construction and maintenance,
equipment and facility purchases, and maintenance and renovation of state parks facilities.
Approximately $11 million was distributed to Colorado State Parks in fiscal year 2002.
Great Outdoors Colorado Trust Fund: Established in 1992, this fund includes environmental
programs, improvements to parks and recreation facilities, wildlife preservation, and acquiring open
space. More than $46.5 million was distributed to Great Outdoors Colorado in fiscal year 2002.
http://www.coloradolottery.com/about/proceeds.cfm

• Minnesota Lottery - Environment & Natural Resources Trust Fund  from lottery proceeds.  When
Minnesota plays, everybody wins. That's because proceeds from the Minnesota State Lottery finance
a variety of projects that preserve, restore and enhance our state's natural resources. During the
current biennium (2001-2003), 22 projects will receive $33 million through the Lottery-funded
Environment and Natural Resources Trust Fund, which is administered by the Legislative
Commission on Minnesota Resources. Since the Lottery's start-up, the trust fund has financed another
217 projects worth $108 million.  The trust fund receives 40 percent of Lottery net proceeds, or about
6 cents of every dollar spent on Lottery tickets. That totals about $25 million each year. The
remaining 60 percent of proceeds is allocated to the state General Fund for programs such as public
education, health and human services and public safety. 87 percent of a 6.5 cents in-lieu-of-sales tax
is also distributed among various environmental programs, with the remaining 13 percent going to the
General Fund.
http://www.lottery.state.mn.us/etf.html

• Nebraska Lottery - 49.5 % of lottery funds go to the Nebraska Environmental Trust 
Legislation: The Nebraska Environmental Trust was established by state law in 1992. To understand
the scope and intent of the Trust, we provide two methods to view the state statues on the official
Web site of Nebraska's laws. Our instructions provide the most direct way to find the desired
information, but you may find other methods work better for you.
Method 1: Go to the Official Web site of Nebraska's laws at http://statutes.unicam.state.ne.
us/default.asp. While it is not critical we suggest that you click on "Statues" and then on "Chapter 81"
before using the search engine. This will restrict the search to that chapter since the Trust is
mentioned in a number of other chapters. Enter "Environmental Trust" in the search box and begin
the search. This results in a table wherein you can identify your specific needs and obtain only the
appropriate section.
Method 2: View Chapter 81 in it's entirety, which contains the laws governing the formation and
operation of the Trust. This is a lengthy chapter and will take a minute or more to download on a dial-
up connection. Section 15,167 is the specific section pertaining to the Trust. Use the "Find on this
page" feature in your browser to locate this section.
http://www.environmentaltrust.org/about_the_trust/legislation.htm 

• WWF-UK has been awarded the first British National Lottery money to go on overseas
development projects. Our portion of the £25 million payout to 130 charities is £283,589, which will
be spent on WWF's People and Plants project in Africa, which supports rural communities who can
benefit from wild plants.

http://www.coloradolottery.com/about/proceeds.cfm
http://www.lottery.state.mn.us/etf.html
http://www.environmentaltrust.org/about_the_trust/legislation.htm


12

http://www.wwf.org.uk/researcher/programmethemes/plants/0000000179.asp

______________________________________________________________________________
 
4. Conservation Trust Funds 

• Over the last decade, conservation trust funds have been established in more than 40 developing
countries as a way of providing long-term funding for parks and conservation.  Conservation trust
funds can be set up for many different purposes, such as to finance: 
• A single protected area
• A country’s entire protected-area system
• A transboundary protected area
• Conservation of a particular species
• Small grants to local communities and nongovernmental organizations for carrying out

conservation projects.

A list of the steps that are typically required in order to set up a conservation trust fund can be found
in the appendix to this paper.  Three conservation trust funds are profiled in Table 1 (p. 9).

A trust fund can be broadly defined as money or other property that (1) can only be used for a
specified purpose or purposes; (2) must be kept separate from other sources of money, such as a
government agency’s regular budget; and (3) is managed and controlled by an independent board of
directors.  Trust funds in the strict sense exist only in common-law countries such as the United
States, the United Kingdom, and British Commonwealth countries.  But almost the same results can
be achieved in civil-law countries (including the French- and Spanish-speaking countries of Africa
and Latin America) by setting up a foundation or (in Latin America) a fideicomiso.  The term trust
fund will be used here in its broader sense to include not just common-law trust funds, but also
foundations and fideicomisos.

• The first conservation trust fund establish was in Bhutan based on a concept developed by WWF in
partnership with the UN and RGOB.  Since then 40 other funds have been established.  Bhutan Trust
Fund: http://www.bhutantrustfund.org

Conservation trust funds can take one or more of the following three forms: endowment funds,
sinking funds, and revolving funds.

Endowment funds are the most common type of conservation trust fund.  The capital  (also called the
"principal") of an endowment fund is usually invested in some combination of commercial bank
deposits, government treasury bonds, and corporate stocks and bonds, in order to generate a steady
stream of income (usually from 5 to 10 percent annually) over a long period of time.  The capital
itself is never spent. Only the interest or investment income is used to support conservation activities.
Some endowment funds also reinvest a small percentage of their income in their capital each year, in
order to offset for inflation and maintain the same “real” value of their capital.  The largest
endowment-type conservation funds are listed below: 
• Mexico (a US$70 million endowment)
• Bhutan (US$32 million endowment)
• Colombia (US$40 million)
• Philippines (US$26 million endowment)
• Indonesia (US$25 million endowment)

http://www.bhutantrustfund.org/
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• Panama (US$25 million endowment)
• Madagascar (US$12 million endowment)
• Peru (US$10 million endowment)
• South Africa’s Table Mountain Fund (US$7 million endowment)
• Uganda’s Bwindi and Mgahinga National Parks Fund (US$6 million endowment). 

 [All of these figures are approximations]

Sinking funds not only spend the income earned by investing the fund’s capital, but also spend
down part of their capital each year.  The capital of a sinking fund gradually “sinks” to zero over a
predetermined period of time (usually between 10 and 20 years).  Then the fund either ceases to
exist or is replenished from other sources. Brazil's $15 million FUNBIO fund is an example of a
sinking fund.

Revolving funds, instead of having a fixed amount of capital, continually receive new revenues
from user fees or earmarked taxes, and continually spend these revenues.  In some cases, a small
percentage of each year’s revenues is put into a reserve fund that can be drawn upon if the income
from fees or taxes suddenly drops due to unforeseen economic and political events. Belize’s
Protected Areas Conservation Trust (PACT) is an example of a revolving fund, financed by a
US$3.75 “conservation fee” that is collected from all foreign tourists at the airport.  The fee
generates more than $600,000 each year, five percent of which is set aside as a reserve fund.

Mexican Nature Conservation
Fund

Foundation for the Philippine
Environment

Uganda’s Mgahinga and
Bwindi Conservation Trust

Size of Fund’s Endowment US$70 million US$26 million US$6 million
Principal Donors Endowment funded by USAID

(US$20 million) and Mexican
government (US$10 million).
The Global Environment Facility
(GEF) has contributed an
additional US$39 million.
Various foundations have also
contributed to the Fund.

Endowment results from debt-
for-nature swaps funded by
US$13 million from USAID, as
well as US$200,000 debt
donation by the Bank of Tokyo,
and grants from the MacArthur
Foundation.

Endowment funded by a
US$4 million grant from GEF;
USAID contributed US$1 million
to cover administrative costs and
small grants program for first 2
years; DGIS (Netherlands)
contributed additional US$2
million cofinancing.

Principal Sources of Technical
Assistance in Designing the Fund

WWF, Mexican government,
USAID

WWF, USAID, Philippine
government, the association
Philippine Business for Social
Progress, Philippine NGOs and
academic institutions

World Bank/GEF, Ugandan
government, Makerere
University, WWF

Governance Structure A 16-member board of directors
includes the Mexican minister of
environment and 15 Mexican
private citizens with diverse
expertise and backgrounds who
are elected by a general
assembly.  Also a small
International Advisory
Committee includes the president
of WWF-US and a director of the
MacArthur Foundation.

An 11-member board includes 6
voting members from Philippine
regional NGOs; 4 voting
members from business,
academia, and civil society; 1
from an international NGO
(WWF served 1992–1994, then
World Resources Institute); and a
12th ex-officio nonvoting
member from Philippine
government.

The board’s 9 voting members
include 2 from the Ugandan
government, 1 from a Ugandan
conservation NGO, 3 from local
communities surrounding the
parks, 1 from a research scientific
institution, 1 from the tourism
industry, and 1 from an
international NGO (CARE); the
board also has 5 nonvoting
members, including USAID.

Institutional Mechanisms to
Increase Grassroots Participation
in Fund Governance

A general assembly composed of
individuals and organizations
active in Mexican nature
conservation.

Three Regional Advisory
Committees composed of NGOs
and local community
organizations.  Each committee
nominates candidates to the
national board and screens
project proposals from its region.

A local steering committee
composed of field-level park
staff, local communities, and
NGOs working in the area
screens community project
proposals and makes small
grants.

Legal Structure Private nonprofit foundation
established under Mexican law

Private nonprofit corporation
established under Philippine law

Private trust established under
Ugandan trust law

Investment Policy A U.S.-based investment bank Part of the fund’s capital is The fund’s capital is kept in hard 
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invests half of the fund’s capital
in the United States and half in
Mexico.

invested in Philippine
government bonds, and part has
been reconverted into hard
currency and invested overseas.

currency and invested by a U.K.-
based investment firm in a
diversified international portfolio.

Auditing Requirements Two members of a well-known
international accounting firm are
appointed as statutory auditors
with legal powers to supervise
the fund’s finances.

There is an annual audit of the
fund as a whole and of each
project by Philippine and U.S.
government-accredited
accounting firms.

There is an annual audit of the
fund and of the outside
investment managers by a well-
known international accounting
firm.

Number and Total Amount of
Grants Made or Projects Funded

76 projects in 1996, 108 in 1997,
totaling US$2 million annually

US$8 million in grants to 33
priority sites and 350 community
projects

50 community projects totaling
US$300,000 in the first 2 years

Principal Grant Beneficiaries Environmental NGOs working
independently or in collaboration
with the Mexican government

Grassroots NGOs and “peoples
organizations,” national NGO
networks, academic institutions

Local community groups (60%),
research institutions (20%), and
national parks department (20%)

Main Purpose of Grants Natural resource protection,
research and data collection,
training, policy analysis,
sustainable agriculture, and
conservation of endangered
species

Community-based conservation
of biodiversity and natural
resource management, research,
policy development, and NGO
capacity building

Sustainable development in
communities near parks,
scientific research, and park
management

Monitoring and Evaluation
(M & E)

Technical Evaluation Committee
composed of 5 members assesses
all projects and M & E by the
staff of the fund

Regular progress reports by
grantees; M & E by the fund’s
project officers and by
independent experts

M & E by the fund’s staff and
board, and for the first 5 years
also by GEF, USAID, and the
Ugandan government

Advantages of conservation trust funds

Conservation trust funds offer several advantages:
• They can provide sustained, long-term funding for protected areas.
• They are a way of channeling a large international grant into many small local grants, and

extending the lifetime of the grant over many decades.
• They can be used to strengthen “civil society.”  This occurs as a result of appointing NGO and

private sector representatives to the trust fund's board and giving them the same powers as
government officials, and as a result of making grants directly to NGOs and other institutions of
civil society. 

Disadvantages of conservation trust funds 

Potential disadvantages include the following:
• Conservation trust funds may sometimes have high administrative costs, especially if the fund’s

capital is relatively small or if the fund provides substantial technical assistance to grantees in the
design and implementation of projects.

• They may generate low or unpredictable investment returns, especially in the short term, if they do
not have a well-conceived investment strategy.1

                                                
1 Over the long term (20 to 50 years), investments in the U.S. and European stock markets have generated average returns
of more than 11 percent per year.  However, this percentage can vary considerably from year to year, from country to
country, and from industry to industry. U.S. and European government treasury bonds offer lower, but “guaranteed,” rates
of return (typically between 3 percent and 6 percent annually).  However, even these “guaranteed” returns may turn out to
be negative in “real” terms if the rate of inflation rises or if the currencies in which investments are made lose value.  A
trust fund’s annual cash requirements may also vary from year to year, and this, too, will affect the investment strategy.
Because of these complexities, a conservation trust fund’s board of directors should not  attempt to pick and choose
individual investments but should leave this to a reputable international financial institution, based on clearly agreed-upon
guidelines subject to periodic reassessment.  Most large nonprofit institutions in the United States and Europe (such as
foundations, private universities, museums, and pension funds) have adopted this approach and hire specialized financial
institutions to manage their investments.  These institutions usually charge an annual fee of 0.3 percent to 1.0 percent of
the assets being invested, depending on the size and complexity of the portfolio.
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• If a fund’s objectives and its criteria for making grants are not clearly set forth at the outset in the
trust fund’s legal documents, the fund’s board may end up financing many unrelated projects that lack
a common focus.

Tropical Forest Conservation Act. 1998. U.S. Code. Vol. 22, Sect. 2431 (Public Law 105-214).

For further information, see:

Ecofondo. 1996. Regional consultation on national environmental funds in Latin America and the Caribbean. Santafé de
Bogotá, Colombia: Ecofondo with support from UNDP/C.S. Mott Foundation.
Foundation for the Philippine Environment, The Nature Conservancy, and UNDP. 1997. Report on the first Asia-Pacific

forum on environmental funds: A regional consultation on national environmental funds in Asia and the Pacific.
Report prepared following the forum, 16 – 21 February, at Cebu, Philippines.

Global Environment Facility. 1998. Evaluation report 1-99: Experience with conservation trust funds. Washington, D.C.:
GEF.  This report is the single most comprehensive and informative one on the subject. A full text of this 80-page
report can be found at <www.gefweb.org> in the “Monitoring and Evaluation” section.

Interagency Planning Group. 2000. The IPG handbook on environmental funds: A resource book for the design and
operation of environmental funds. New York: Pact Publications.  Also available on the Internet at
<www.undp.org/gef>, under the subheading of “National Environmental Funds.”

Mitkin, Kathleen. April 1995. Issues and options in the design of GEF-supported trust funds for biodiversity conservation.
Washington, D.C.: World Bank, Environment Department Papers, Biodiversity Series, Paper No. 011.

Spergel, Barry. 1995. Environmental funds: Key factors for success. Paper prepared for WWF and available through WWF-
US. Washington, D.C.: WWF.

Spergel, Barry. 1999. Conservation trust funds: WWF’s experience. Paper prepared for WWF and available through WWF-
US.  (Also available in French and Spanish versions.) Washington, D.C.: WWF.

Tropical Forest Conservation Act. 1998. U.S. Code. Vol. 22, Sect. 2431 (Public Law 105-214).
U.S. Treasury Department. December 1997. The Operation of the Enterprise for the Americas Facility. Report to Congress,

Washington, D.C.
WWF-US. List of Debt-for-Nature Swaps 1987 – 1994; press release for Madagascar US$1.9 Million Debt-for-Nature

Swap, December 1993; press release for US$19 Million Philippine Debt-for-Nature Swap, August 9, 1993; Costa Rica
Debt-for-Nature Agreement, March 1990. Washington, D.C.: WWF.

The following Web sites have information about individual conservation trust funds that  support marine conservation
(as well as terrestrial conservation) activities: 

Belize: <www.pactbelize.org>
Mexico: <www.fmcn.org>
Philippines: <www.fpe.ph>

In addition, the WWF offices in Bhutan, Bolivia, Brazil, Cameroon, Colombia, Côte d’Ivoire, Gabon, Indonesia,
Madagascar, Namibia, Nepal, Philippines, and South Africa are good sources of current information about the conservation
funds that have been established (or are being planned) in those countries.
World Wildlife Fund publication, 2003 – Financing Marine Conservation

______________________________________________________________________________

5. Debt-for-Nature Swaps  

• The Latin American debt crisis of the 1980s led to the invention of the debt-for-nature swap, a
financial mechanism that has enabled developing countries to reduce their foreign debt while
generating additional money for conservation activities.  There are two main types of debt-for-nature
swaps: commercial debt-for-nature swaps, involving debt owed by developing countries to
international commercial banks; and bilateral debt conversions, involving debt owed to other
governments.

http://www.gefweb.org/
http://www.undp.org/gef
http://www.fmcn.org/
http://www.fpe.ph/
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Commercial debt-for-nature swaps are based on

• the willingness of banks or other commercial creditors to sell debt owed to them by developing
country governments to third parties at a substantial discount from the debt's face value, because
the creditors do not expect the debtor government ever to fully repay its debts;

• the ability of conservation organizations to raise money from their members or donors to buy the
discounted debt from creditors; and

• agreement on the amount of local currency that the debtor government will spend on new
conservation programs in exchange for the conservation organization's cancellation of the debt.
This local currency amount will be only a fraction of the debt's face value in hard currency, but
will be significantly more than the price at which the debt was just purchased by the conservation
organization. 

One example of how a commercial debt-for-nature swap was used to fund marine biodiversity
conservation projects occurred in the Philippines. In 1993, WWF was able to purchase debt owed by
the Philippine government to international commercial banks that had a face value of US$19 million
for a price of only US$13 million.  WWF obtained the US$13 million from USAID and other
sources.  In exchange for WWF’s cancellation of the debt, the Philippine government allocated
US$17 million worth of Philippine pesos to establish a permanent endowment for the newly created
Foundation for the Philippine Environment (FPE).  FPE is governed by a board of directors composed
of representatives of Filipino NGOs, academic and scientific institutions, and the private sector.  The
income earned by investing FPE’s endowment has been used to make hundreds of grants to NGOs
and local community groups for projects to conserve biological diversity. A large number of the
projects funded by FPE are aimed at the conservation of marine biodiversity, since the Philippines is
made up of over 7000 islands and forms part of the world’s “epicenter” of coral reef biodiversity, and
most Filipinos depend on fish as their primary source of protein. 

In contrast, bilateral debt conversions involve cancellation of "sovereign" debt owed by one
government to another. The principle is the same: the creditor government agrees to cancel
("forgive") debt, in exchange for the debtor government’s agreement to spend an amount of local
currency on conservation activities that is equivalent to a fraction of the face value of the debt. The
negotiation of bilateral debt swaps requires coordinated action among the two countries’ ministries of
finance, their ministries of foreign affairs, the debtor government’s agency for parks and
conservation, and the creditor government’s international aid agency.  International conservation
organizations are not parties to the agreements, but often assist as facilitators; local conservation
organizations are often the beneficiaries of such swaps.

The largest bilateral debt reduction program for environmental conservation is the U.S. government’s
Enterprise for the Americas Initiative (EAI). The EAI was enacted by the U.S. Congress in 1991, and
resulted in the cancellation of US$875 million of bilateral debt that was owed to the U.S. government
by seven Latin American governments which had taken steps to liberalize their economies and
promote democracy.  In exchange, these governments agreed to annually pay into an “Enterprise for
the Americas Fund” an amount of local currency equivalent to a certain percentage of the annual
interest that otherwise would have been due on the canceled debt.  Each of these seven EAI Funds are
administered by a board of directors composed mostly of non-governmental groups. Each EAI Fund
provides small- and medium-sized grants to support local conservation projects. 

Debt-for-nature swaps have the following advantages:
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• For international donor agencies and conservation organizations, debt-for-nature swaps offer a way
to leverage their funds and finance a much greater number of conservation activities in the
debtor country than if the donors had simply made a hard currency grant.

• For developing country governments, debt-for-nature swaps offer a way of reducing their
international debt by using local currency to fund worthy projects inside the country, instead of
sending scarce hard currency out of the country to repay commercial or bilateral creditors.

Disadvantages of debt-for-nature swaps

• Some disadvantages should be noted:
• Such swaps may be quite complex to execute and may require the involvement of technical experts

from multiple government agencies.
• The financial leverage achieved by a debt-for-nature swap may be eroded by subsequent local

currency devaluation or runaway inflation.  However, this problem can be mitigated if the debtor
government agrees in advance to link the amount of its local currency payments (for
conservation projects) to the U.S. dollar or some other external standard.

For further information, see:

 Moye, Melissa. 1998. Debt-for-environment swaps for national desertification funds: An
introductory guide. Guide prepared for the UNDP/UNSO, New York.

Moye, Melissa. October 2000. Overview of debt conversion. London: Debt Relief International.
Resor, James P. March 1997. Debt-for-Nature Swaps: A Decade of Experience and New Directions

for the Future.  Unasylva 48, FAO. Reprinted by WWF-US.
World Wildlife Fund publication, 2003 – Financing Marine Conservation

• (Intra-U S debt-for-nature swap) - The Federal Deposit Insurance Corporation (FDIC) has filed
suit against corporate raider Charles Hurwitz to recover $250 million of the $1.6 billion loss
American taxpayers suffered when Hurwitz's United Savings Association of Texas collapsed in 1988.
"A debt-for-nature swap may offer the public its best opportunity to recover a significant portion of
the tremendous losses suffered in the USAT failure and save Headwaters Forest at the same time,"
said Kathy Bailey, the Sierra Club's state forestry chair in California
http://www.sierraclub.org/planet/199511/headwate.asp

• Debt Swap: USDA Farm Program - Farm Loan Program allows borrowers to cancel a portion of
indebtedness in exchange for a conservation easement.  Contact: Farm Service Agency (FSA) in your
phone book under U.S. Department of Agriculture.  This voluntary program allows Farm Loan
Program borrowers with loans secured in real estate to cancel a portion of their FSA indebtedness in
exchange for a conservation easement of 10, 30, or 50 years.  Eligible lands include wetlands; highly
erodible lands; lands containing aquatic life, endangered species, or wildlife habitat of local, regional,
or national importance; lands in 100-year floodplains; areas of high water quality or scenic value;
historic or cultural properties listed in or eligible for the National Register of Historic Places; aquifer
recharge areas of local, regional, or state importance; buffer zones necessary to protect proposed
conservation easement areas; and areas within or adjacent to federal, state, or local conservation
areas.  Land under the contract must be devoted to conservation, wildlife, or recreational purposes.
The FSA pays costs for all surveys, appraisals, and recording fees associated with the easement. The
landowner retains control over access to the land. Other agencies may offer cost-sharing to pay for
habitat restoration. 

http://www.extension.umn.edu/distribution/naturalresources/components/5946_04.html
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http://www.extension.umn.edu/distribution/naturalresources/components/5946_04.html

______________________________________________________________________________

6. Protected Area Entry Fees

• Entry fees are the most common kind of marine protected area “user fees”--- only those who use the
park pay the fee. In some cases, entry fees can generate enough revenue to pay for most of a protected
area’s operating costs, especially in cases where visitor numbers are high and entry fees are also
relatively high.  

For example, Ecuador’s Galapagos Islands National Park collects a US $100 park entry fee from
each of the 80,000 foreigners who visit it each year. In spite of this high fee, the number of foreign
visitors has continued to steadily increase over time. The 1998 “Special Law for the Galapagos”
requires the millions of dollars that are collected each year in entry fees to be allocated as follows: 

• 40% to the Galapagos Park Administration for the maintenance and surveillance of park areas; 

• 5% to the Galapagos Park Administration for surveillance of human activities within the Marine
Reserve; 

• 5% to the Ecuadorian Navy for surveillance of a 40 mile fishing-free zone; 

• 5% to cover the recurrent costs of the new quarantine system to keep out non-native plants and
animals; 

• 10% for developing a five year regional development plan and a land zoning plan for lands
outside the Park; 

• 20% to local municipalities for public works approved by the Galapagos Parks Administration; 

• 10% for the Provincial Council for public works approved by the Galapagos Parks
Administration; and 

• 5% for general expenses of Ecuador’s national protected areas system. 

Visitors to the Galapagos Islands National Park are willing to pay the $100 entry fee, because there
are few other places in the world where it is so easy to see such large numbers of unique marine and
terrestrial wildlife species. Moreover, even a $100 entry fee still only represents around two to three
percent of the cost of an average foreign visitor’s trip to the Galapagos. 
Although relatively few protected areas around the world will be able to charge such high entry fees,
many parks in developing countries charge entry fees that are far lower than what international
visitors would be willing to pay. Many parks and reserves also do a very poor job of actually
collecting entry fees, because they lack sufficient economic incentives to do so. In most countries, the
revenues from entry fees simply goes into the national treasury, and is not used to pay for staff
salaries and other operating costs of the protected areas where the fees are collected. Channeling a
portion of the revenues from entry fees and other types of user fees back into the protected areas
where they are collected can greatly improve management efficiency and conservation effectiveness.
Protected areas in a number of countries (such as Nepal, South Africa, and even certain national parks
in the United States) are now permitted to retain between 50% and 100% of the fees they collect. 
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In many places around the world, entry fees are charged for visitors to protected areas that have been
voluntarily established by local communities or by individuals, rather than by governments, and the
entry fees go directly to those communities or individuals who own the land. For example, in Fiji,
which now receives 360,000 foreign tourists annually, tourists first started going to Bouma Waterfalls
on the island of Taveuni in the 1960s and were asked to make a small donation (usually cigarettes or
food) to the village.  By the mid-1980s, a FJ$2 (around US $1) entry fee for all visitors was set.  As
visitor numbers increased, and six new activities were added (nature hikes, sea-kayaking, snorkeling,
etc.), the community began charging tourists separate fees for each of the six activities, in addition to
the basic entry fee. Income is currently around FJ$40,000 per year from tourism and all operating
expenses can be easily met within this budget, excluding major capital development items such as
bridges and additional professional expertise.

 World Wildlife Fund publication, 2003 – Financing Marine Conservation

• Two good examples of this come from Nepal, where the Sagarmatha National Park has set up a
system whereby 30 percent of the money collected by the park from mountaineering expeditions to
Everest is re-invested into the protection of the park. Since the mountaineering fees can be substantial
(it costs about $50,000 per expedition, with a total of about 5 expeditions per year) this system has
helped generate some $40-50,000 per year for activities to conserve the park. The second Nepalese
example is from the Annapurna Conservation Area. Unlike most parks in Nepal, the Annapurna
Conservation Area has obtained agreement from the government (by means of a special law to this
effect) that the money collected from entry fees to the Conservation Area be channeled directly to the
conservation of the area via a local NGO, the King Mahendra Conservation Trust. Every visitor to
Annapurna Conservation Area pays an entry fee of $12 which, in 1996, generated some $400,000 for
the conservation of the Annapurna, more than enough to cover the costs of maintaining the site. As a
result of experiences in Sagarmatha and Annapurna, the Nepalese government is re-evaluating how it
uses the entry fees collected at other parks (Mountain Institute, 1997).
http://www.newamerica.net/index.cfm?pg=article&pubID=483

____________________________________________________________________

7. Income Earned From Tourism-related Operations of Protected Area Agencies 

• Sometimes protected-area management agencies themselves directly own and operate visitor
concessions such as lodges, restaurants, and stores inside protected areas. But more often than not,
these park agencies have ended up losing money and draining away scarce budgetary resources from
conservation activities.  Most park managers are civil servants or scientists rather than business
people, and their decisions are often constrained by politics. They often face political pressures not to
raise prices for lodging and other visitor services, even when costs go up.  

However, a few of the park agencies that have adopted private sector management practices
(including performance-based pay) have sometimes been very successful in raising new revenue.
This is especially true in certain U.S. state parks that are located near large and affluent urban
population centers.  In Ohio, for example, state parks make money by renting out camping equipment
and even recreational vehicles, and park-generated funds now account for 41 percent of the Ohio
agency’s US$21 million annual budget.  The Texas state park system earns revenues by selling
souvenir items, clothing, and other merchandise through a mail order catalog.  The New York state
park system raises millions of dollars through corporate sponsorships that are similar to those of the
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Olympic Games. Coca Cola paid $2 million to be named the “official” soft drink of the New York
state parks, and only Coca Cola soft drink products can be sold at visitor concessions in the parks.2

However, when governments try to reduce a park agency’s budget for every dollar that the agency
succeeds in generating from new sources, they destroy the incentive for a park agency to try to
increase its revenues. Texas has therefore established an “entrepreneurial budget system” that allows
state parks to keep 35 percent of the revenue they generate over and above a targeted amount which is
set at the beginning of each year.

Some protected areas are able to earn revenues by renting out park buildings or other facilities, and by
renting out equipment that is not currently being used.  For example, one of the provincial parks
agencies in South Africa rents out park-owned helicopters and vehicles when these are not being
otherwise used.  But in such cases, it is very important to ensure that the rental fees charged by the
parks fully cover all costs (including maintenance, repair, cleanup, and administrative costs) and also
generate a significant profit for the agency. If park facilities and equipment are rented out at less than
their fair market value, opportunities for kickbacks or other forms of corruption may arise.

In some cases, protected-area management agencies can save money (and therefore, in effect, "make"
money) by leasing equipment instead of purchasing, and by hiring outside contractors instead of using
park agency staff to perform certain services.  South Africa’s financially very successful Kwazulu-
Natal [provincial] Conservation Agency regularly does detailed comparisons of the long-term costs of
renting vehicles and other equipment versus purchasing them, and also compares the costs of hiring
outside contractors to perform particular services versus the costs of using park personnel.  Some
protected areas in South Africa now hire outside contractors to perform services such as maintaining
roads, building fences, clearing nonnative vegetation, collecting entry fees, developing environmental
education programs, and even performing scientific research and monitoring (which in some cases
may be contracted out to universities or NGOs). 
World Wildlife Fund publication, 2003 – Financing Marine Conservation

 
• Costa Rica - Fiscal stamps created through legislation stipulating that all legal documents at the

municipal level, newly issued passports, exit visas, first-time auto registrations, authenticated
signatures registered at the Foreign Ministry , as well as all bars, nightclubs, dance halls, and any
other place that sells liquor, and all places of entertainment such as pool halls, cinemas, casinos, and
public pools, must purchase fiscal stamps with at least part of the revenue being returned to the
conservation fund. Additional fiscal stamps which contribute to conservation are required from new
motor vehicle registrations, annual vehicle registrations, and wildlife import and export permits. 
http://biodiversityeconomics.org/incentives/topics-303-35.htm

______________________________________________________________________________

                                                
2 Several years ago the U.S. Congress rejected a proposal to allow national parks to raise additional funds by selling the
right to be the “official sponsor” of a particular park out of concern that this sponsorship could lead to excessive
commercialization and unaesthetic forms of advertising inside parks.  But in South Africa, some park agency officials have
proposed that corporations should be allowed to advertise their sponsorship association with a particular park outside the
park only (for example, on television, in newspaper advertisements, or on highway billboards), but not inside the park
itself.
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8. Voluntary Contribution Programs Administered by Tourism Operators

• The Galapagos Conservation Fund (GCF) was created in May of 1997 by the international travel
company, Lindblad Expeditions to develop a strong partnership and link between the visitor, the
tourism industry, and defined conservation institutions of Galapagos. The GCF has raised over $1
million since its inception. The dialogue and institutional interaction created by the GCF have
stimulated interest and support by the tourism industry, increased outreach efforts by the Galapagos
National Park and the Charles Darwin Research Station, and led to a host of other environmental
education and conservation initiatives in Galapagos. 

The primary element of the Galapagos Conservation Fund is an on-board conservation
communication strategy to inspire visitors to actively support prioritized conservation projects in
Galapagos. The GCF now reliably raises an average of $200,000 per year from visitors on the 80-
passenger Polaris. All contributions to the GCF are allocated by an authoritative and objective board
of internationally respected and locally knowledgeable conservation leaders, acting in the interest of
the entire region rather than for one organization or cause. GCF project allocations require joint
proposals and agreement by both the Galapagos National Park and the Charles Darwin Research
Station. All administrative costs of the GCF and the functioning of the GCF advisory board are paid
for by Lindblad Expeditions. Lindblad Expeditions provides a matching incentive by offering a
$250 travel voucher toward any future booking for every donation of $250 or more. Lindblad
Expeditions believes that it makes good business sense for any travel company to invest in its own
future by actively supporting the long-term health and preservation of the resources upon which it
depends, through the conservation of its destinations.
World Wildlife Fund publication, 2003 – Financing Marine Conservation

 
• Tauck World Discovery - In 1999, to celebrate its 75th anniversary, Tauck World Discovery, which

travels to all seven continents and offers more than 100 upscale trips, sent a handful of its 450 staff
members on a month long volunteer stint in Mesa Verde National Park. This move inspired an
avalanche of good deeds: Tauck has since donated more than $1 million in grants to various national
park projects and now offers regularly scheduled volunteer opportunities for both its staff and guests.
http://away.com/outside/destinations/200303/200303_find_eden_1.html

• Borneo Eco Tours - This Malaysia-based outfitter set up the Sukau Ecotourism Research and
Development Centre in 2000 to funnel some of the profits from its Sukau Rainforest Lodge into
conserving a portion of the million-acre Lower Kinabatangan River Basin, where the Asian elephant
population was being forced out by logging. In addition, the center has adopted 64 acres of the
degraded riverine land and invites every guest to plant a tree.
http://away.com/outside/destinations/200303/200303_find_eden_1.html

______________________________________________________________________________

9. Diving Fees 
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• A number of countries around the world use diving fees as a way of financing trust funds for
conservation of coral reefs and marine biodiversity. Scuba divers tend to have large incomes, take an
average of one to two diving trips per year lasting an average of 8 days, and spend an average of US
$3000 per trip. There are over 9 million scuba divers in the world’s industrialized countries, and a
further 600,000 are certified each year. They are constantly on the look out for diving destinations
with high biodiversity and healthy coral reefs. The mere act of designating a site as a reserve
increases its attractiveness to divers. Surveys in different parts of the world have shown that divers
are willing to pay significant sums (US $20 to $30 per trip) to protect marine habitats. 

Surveys also revealed that an important factor affecting willingness to pay was where the money
would go. In all cases, tourists were willing to pay higher user fees if they knew that their money
would go directly towards running the reserves instead of via the government. People don’t trust
governments to return money to marine parks. Given this attitude, and the success of NGOs in
running many marine reserves, it makes sense to create an independent management body with
powers to collect revenue directly. Furthermore, if fees or taxes are collected directly by
governments, international banks may put pressure on them not to earmark funds for conservation but
to use the money for international loan repayments. Thus, governments also have an incentive to
establish partner organizations with power to collect fees.   

In the Caribbean islands of Bonaire and Saba, diving fees that were introduced more than 10 years
ago finance most of the costs of managing marine protected areas.  Divers in Bonaire are required to
pay a flat annual fee of US$10, while divers in Saba pay a fee of US$3 per dive. In both islands, all of
the revenue generated by these fees goes into a non-profit conservation foundation that manages the
protected areas, based on a long-term contract with the government.

In the Republic of Palau in the South Pacific, the 80,000 foreign divers who come each year must pay
a US$15 per person “diving permit fee”, which generates around US$1 million annually to finance
100% of the costs of managing Palau’s marine protected areas. 

In the Philippines, foreign scuba divers at the Tubbataha Reefs National Marine Park (a World
Heritage site) must each pay a US$50/person reef conservation fee, and Filipino divers pay a US $25
fee. This revenue goes into a conservation trust fund that was set up with the help of WWF, and that
is managed by an independent board composed of members who represent both governmental and
non-governmental organizations. 

In Bunaken National Park in Indonesia, divers must pay a $15 per person fee, which goes into a fund
managed by a board whose members represent private sector diving operators, local community
groups, and government agencies. The revenues from these fees pays for part of the costs of regular
patrolling against illegal fishing practices, fuel for patrol boats, salary increments for coast guard
officers, monitoring, etc. This fee program was designed and implemented with the help of WWF.
WWF’s Center for Conservation Finance has also recently developed proposals for establishing a
system of collecting diving fees to support marine conservation in the Republic of the Maldives and
in Bali, Indonesia. 
World Wildlife Fund publication, 2003 – Financing Marine Conservation

______________________________________________________________________________
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10. Airport and  Cruise Ship Passenger Fees 

• Some countries require all foreign tourists (and not just scuba divers, or people who visit protected
areas) to pay a small conservation fee when they enter or leave the country. Belize’s system of
collecting a US $3.75 “conservation fee” from all foreign tourists at the same time that they pay the
US$11.25 airport departure tax, and ‘earmarking’ all of this revenue for a Protected Area
Conservation Trust (“PACT”).  Most foreign visitors to Belize are ‘ecotourists’ who go there either to
see the rainforests, or to swim, dive, snorkel and fish in the world’s second longest barrier reef. A
survey done before the fee was imposed showed that most foreign visitors were even willing to pay
US $20 as a ‘conservation fee’. However, the tourism industry feared (without any corroborating
evidence) that setting the fee at that level might cause many foreign tourists to decide not to come to
Belize, but to visit cheaper neighboring countriesinstead.   

The Republic of the Cook Islands (in the South Pacific) earmarks 20% of its US $10 airport
departure tax to into the “Environmental Protection Fund”.  The fund's purpose, as stipulated by law,
is the “protection and conservation of the reef and foreshore, any species of flora and fauna …[and]
protection from pollution.”  Several years ago when the Ministry of Finance tried to use money in this
fund for unrelated purposes, the Environment Council (which serves as the trustee of the fund) sued
the Ministry of Finance in court. This led the country’s President to intervene, and to order the
Finance Minister to immediately start depositing 20% of all revenues from the airport departure tax
into the Environment Council's account at a local commercial bank, rather than having the money
flow through the Ministry of Finance.

In 1999, the government of the Seychelles announced that it would require all foreign tourists to pay
a US$100 fee at the airport to obtain the “Seychelles Gold Card” (“the world’s first environmental
tourism visa”). The government proposed that the “Gold Card” would grant lifetime free admission to
all protected areas in the country, and that a large part of the revenues would be used to pay for the
costs of managing these protected areas. However, only a short time before the fee was to have been
implemented, the government decided not to charge the fee after all, out of concern that charging
such a high fee could deter foreign tourists from visiting the Seychelles, particularly in the middle of
a global economic recession. 
World Wildlife Fund publication, 2003 – Financing Marine Conservation

 ______________________________________________________________________________

11. Hotel Room Taxes and Surcharges 

• The Turks and Caicos Islands (in the eastern Caribbean) recently increased hotel room taxes from 8
percent to 9 percent.  The one percent increase is used finance a protected-areas conservation trust
fund that is modeled after the one in Belize. 

The provincial government of Spain’s Balaeric Islands (which includes Majorca, Minorca and Ibiza,
and receives 10 million tourists annually), passed a law in 2002 requiring all hotels to add an
“Ecotax” of between 0.5 and 2 Euros (around US $.50 to $2.00) per guest per night, depending on the
class of the hotel. The revenue collected is deposited into a “Tourist Area Restoration Fund”. This is
used for improving the ecological condition of the islands, and also used for land purchases, urban
restoration, infrastructure, and even demolition of some of the uglier high-rise hotels. However,
although the Ecotax is strongly supported by the provincial legislature, it has met with initial
resistance from hotels and tourists, and is currently being challenged in court. 
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In Egypt’s South Sinai coast, which has the closest coral reefs to Europe and attracts hundreds of
thousands of European scuba divers and snorkelers every year, the government has introduced an
“Environmental Cost Recovery Charge” on all visitors that is levied by hotels for every night they
stay. These charges are collected by the Environmental Affairs Agency directly from the hotels, and
placed into an Agency “Environmental Fund” that is overseen by a mixed public-private Board of
Trustees. 

In Delaware, 10% of the state’s hotel tax is earmarked for a “Beach Conservation Fund”. In the
Florida Keys (Monroe County, Florida), voters approved a “Tourist Impact Tax” equal to a one
percent increase in the existing hotel tax, and half of this one percent tax increase must be used for
acquisition of undeveloped open spaces.   

A number of hotels around the world have entered into voluntary agreements with local conservation
organizations (e.g., an agreement between WWF Hong Kong and Crown Hotels) to add a small
“nature conservation surcharge” (usually US$1 or US$2) to each guest’s hotel bill. A statement at the
bottom of the bill explains that the surcharge will be used to support conservation projects in
protected areas in the wider region (e.g., not just in Hong Kong itself), and offers to delete the charge
if a guest so requests (which rarely happens).
World Wildlife Fund publication, 2003 – Financing Marine Conservation

______________________________________________________________________________

12. Real Estate Tax Surcharges for Conservation 

• More than 40 U.S. states impose a surcharge on property taxes to generate money for acquiring
privately owned land as parks and permanent open spaces.  New Jersey alone has raised more than
US$1.2 billion this way since 1961.  Florida has raised more than US$1 billion through earmarking a
percentage of real estate transfer taxes for acquisition of private land to be used as parks and open
spaces. Residents of San Juan County on Puget Sound in Washington State voted to require all
purchasers of real estate in the County to pay a 1% real estate transfer tax. The revenue raised by the
tax is used to purchase conservation easements and to purchase land, in order to preserve shoreline
(including beach and tidelands) from being developed, to protect habitat for birds and coastal marine
wildlife, and to control erosion.

In France, local governments are authorized to impose a surcharge on real estate transfer taxes in
order to acquire privately owned land or land development rights in specially protected scenic areas
(including parts of famous coastal areas such as the French Riviera). 

Land along the seacoast is often much more expensive than land elsewhere (particularly in areas that
attract large numbers of tourists, such as the Mediterranean, the Caribbean, or Hawaii), and is often
owned by wealthy individuals or tourism-related businesses. Consequently, adding even a small
fraction of one percent to existing real estate taxes has the potential to generate large amounts of
money for biodiversity conservation and/or the acquisition of remaining open spaces to protect them
from development. 
World Wildlife Fund publication, 2003 – Financing Marine Conservation 

______________________________________________________________________________

13. Conservation Easements
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• A conservation easement is a voluntary agreement that allows a property owner to limit the type or
amount of development (such as logging, mining, building construction, commercial fishing, etc.) that
can occur on his property in the future, without giving up private ownership or current uses of the
property. A property owner may give or sells an easement on his property to a non-governmental
conservation organization or Land Trust (or, in some cases, to a government agency), which then
becomes obligated to enforce the terms of the easement in perpetuity against anyone who might try to
violate its terms. After an easement is signed, it is recorded in the public registry of real estate deeds,
and applies to all future owners of the property, even those who may have acquired the property from
a third party. Although easements are a “common law” legal concept and are not necessarily
recognized in many “civil law” countries, those countries’ legal systems often provide similar
“usufruct” rights that can be bought, sold and transferred separately from the land itself.

Although conservation easements are primarily used as a way of conserving terrestrial biodiversity,
they can also be used as a way of conserving marine biodiversity. This can be done through an
easement on the land adjacent to seas or rivers (in order to protect the seas or rivers against land-
based pollution, sedimentation, agricultural runoff, etc.). It can also be done through an easement on
property rights to underwater land, if local law permits underwater land to be privately owned. There
are a number of cases where this has been done in the U.S. and Canada.

In addition to protecting the property against unwanted development in the future, the donation of an
easement usually results in significant tax savings to the donor. In the U.S., landowners can receive a
federal income tax deduction for the gift of a conservation easement if the easement is perpetual and
donated "exclusively for conservation purposes." The amount of the tax deduction is determined by
the decrease in the value of the property as a result of imposing the conservation easement. The donor
may also end up paying lower property taxes and estate (inheritance) taxes because of this same
decrease in the property’s value. 

The activities allowed by a Conservation easement depend on the landowner's wishes and the
characteristics of the property. Conservation easements may be designed to cover all or only a portion
of a property. Every easement is unique, and can be tailored to a particular property owner’s
specifications. A property owner continues to own the property after executing an easement, and can
still sell, lease or give away the property as before. However, all future owners assume ownership of
the property subject to the conditions of the easement. The public does not have access to property
protected by an easement unless the original property owner who grants the easement specifically
allows it. Most easement donors do not want, and therefore do not allow, public access to their
property.

In the U.S., in order for the property owner to be eligible for a federal income tax deduction, the
easement must be "perpetual", and the property must have “significant conservation values”. The
conservation organization, land trust or government agency that “owns” the easement generally
monitors the property at least once a year to assure that the easement is not being violated. If the
easement has been breached, the organization or agency will take whatever steps are necessary to
uphold the terms of the easement, including taking legal action. Because of this obligation, many
conservation organizations or land trusts ask easement donors to make a financial contribution to the
organization’s endowment fund to pay for enforcing the easement. Landowner retains full rights to

http://recenter.tamu.edu/news/52-0402.html
http://www.biodiversitypartners.org/Incentives/Summit.pdf
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control and manage their property within the limits of the easement, and continue to bear all costs and
liabilities related to ownership and maintenance of the property. 

In cases where a property owner is not willing to donate his property or to donate an easement on the
property, it is much cheaper for a conservation organization to protect the property’s biodiversity
values by paying for an easement than by simply buying the property outright.

World Wildlife Fund publication, 2003 – Financing Marine Conservation 

• Texas Land Bank - Private entrepreneurs purchase large tracts of land and hire experts to create,
restore, enhance or preserve habitat. Then the owner sells credits equivalent to a specific number of
acres of permanently preserved land to developers at a profit. Sometimes the credits are equal to a
specified number of a threatened or endangered species. Once the credit has been paid for, the
developer is released from all permit responsibilities and can proceed immediately with the project.
"Environmental banks create profits for entrepreneurs, while letting environmental experts oversee
the protection of threatened habitats, it is a win-win situation for the developer and the environment."
http://recenter.tamu.edu/news/52-0402.html

• Voluntary Timber Trust: Property owners need a sure source of revenue and the financial means to
care for the land during their tenure.  Although the Oregon Forest Practices Act ensures the
establishment of stands after harvest, a voluntary timber trust could help fund land stewardship needs
throughout the life of the forest stand.  In 1996, the Oregon Forest Incentives Group recommended
that the Board of Forestry consider working to implement a voluntary trust in Oregon or the US,
similar to a mandatory system operating in Norway known as the Norwegian trust.  Under this
system, a percentage of the gross value of a timber sale is put into an account (before taxes) to care
for the land. If the land is sold, the account to care for the land goes to the new owner. The percentage
of the gross receipts deposited depends on what the landowner already has in his/her account and the
needs of the land. After review of these items, a county forester will recommend an amount to be
withheld for the land. In general, the landowner has to put at least eight percent and no more than 25
percent of the gross receipts into the account. Account monies may only be used for approved
activities, such as paying for the costs of planting trees, road maintenance, replacing culverts, pre-
commercial thinning, etc 
http://www.biodiversitypartners.org/Incentives/Summit.pdf

• A Habitat Conservation Plan - (USFWS funded) The Service works in partnership with local
governments and private landowners to develop Habitat Conservation Plans (HCP) that allow the
development of private land while protecting threatened and endangered species and their habitats.
These HCP's enable the Service to work with industry, States, communities, and individuals to
balance the need for economic growth with the need to protect habitats for vulnerable species. In
1997, the Service improved guidelines and procedures under the Endangered Species Act (ESA) and
National Environmental Policy Act, which made the two environmental laws more accountable and
flexible to better meet the needs of the American public. This included the implementation of the "no
surprises" proposed rule to assure landowners there will be no additional ESA requirements on their
land and accelerated approval processes for private, small-scale development projects that fit a "low
effects" category. With these improvements and as of September 1997, the Service issued 225 HCP
permits for hundreds of species and more than 5.8 million acres of land, which includes land that will
be preserved as habitat and land that will be actively managed or developed  The Federal Aid in
Wildlife Restoration program, or Pittman-Robertson, is funded by excise taxes on firearms,
ammunition, and archery equipment. The Internal Revenue Service (IRS) collects these taxes and

http://www.fws.gov/r9financ/cfo97/2b.html
http://www.cfbf.com/agalert/2002/100202_c_aa.html
http://www.cnr.berkeley.edu/~jleblanc/WWW/Redwood/rdwd-Conserva.html
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transfers them to the Service for distribution to the States as grants for wildlife conservation and
hunter education programs.
http://www.fws.gov/r9financ/cfo97/2b.html

• Madeira, CA - Farmland Easement as a communal effort.  Eight landowners in Madera have banded
together to stop the tide of urban encroachment. A recent landmark easement agreement unveiled at
Quady Winery in Madera ensures that 440 acres of farmland will stay in production for generations to
come.  It all started when Madera farmer Dennis Prosperi looked out and saw the suburban sprawl
coming his way. Development seemed inevitable. But farming neighbors told him they didn’t want
their acreage to be turned into more shopping centers and apartment houses, so Prosperi withdrew his
building permit and began looking for ways to preserve area farmland.  It was a long three-and-a-half
years, but Prosperi and seven other farmers near the city of Madera now have agricultural
conservation easements on their deeds. Easements are permanent and are recorded as deed
restrictions. Farm owners get a one-time easement payment, which is basically the difference between
the value of the land if sold for development vs. its value if sold as production agricultural land.
Although the land may change hands, with the easement it will always stay in farming. Additionally,
every protected farm must operate under a conservation plan approved by the local conservation
district.  Nationwide, farm preservation is gaining in momentum, and gets a big injection from the
recently approved Farm Bill, in which farmland protection dollars went from $52 million in 1996 to
$985 million over the course of the next six years. State Conservationist Chuck Bell of the U.S.
Department of Agriculture Natural Resources Conservation Service in Davis also spoke at Quady
Winery, saying the nearly 1,200 percent increase in USDA spending is a “positive reflection of the
visibility and importance of the issue.” Some 22 states have conservation programs. In 1995,
California’s Farmland Conservation Program began through the efforts of ag-friendly politicians, the
California Farm Bureau Federation and the AFT. The mandate of the legislation, said Erik Vink from
the California Department of Conservation, was simple: “Go out and protect the state’s best farmland
threatened by urban encroachment.” 
http://www.cfbf.com/agalert/2002/100202_c_aa.html

• Redwood Forest , CA - (NIPFs) How Non-Industrial Forest Owners (NIPPS) can capitalize the
non-use of valuable timberland.  Non-industrial forestland owners (NIPFs) face particular financial
barriers to long-term forest stewardship and management of non-commodity forest resources.
Conservation easements (CEs) can provide financial incentives to overcome these barriers. They are a
rare opportunity for NIPFs to be rewarded for voluntarily restricting non-forest uses or modifying
silviculture to benefit non-timber forest resources, including habitat, water quality and carbon storage.
While retaining fee title, landowners sell or donate CEs to qualified non-profit organizations or
government agencies. The landowner receives revenue and/or tax benefits for the value of the
restrictions placed on the property's deed. CEs are especially useful in maintaining forestland through
the estate process, avoiding premature or excessive harvest, subdivision or liquidation of the property.
There is increasing use of CEs by landowners in the Redwood Region. This trend may be driven by
the combination of high timber and development values. These values increase the need for
landowners to do proper succession planning for their property.  
http://www.cnr.berkeley.edu/~jleblanc/WWW/Redwood/rdwd-Conserva.html

 _____________________________________________________________________________

http://www.greentaxes.org/country/usState/taxIncentLockhart.asp
http://www.biodiversitypartners.org/Incentives/Report/Results1.html
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14. Habitat Improvement Tax Credit 

• The State of Oregon grants a tax credit to an Oregon resident individual or corporation for
completing projects that improve fish habitat. The amount of the tax credit per project is 25% of the
total certified cost of the project. To receive the credit, the individual or corporation must “pre-apply”
to the Oregon Department of Fish and Wildlife, describing the proposed plan and giving a detailed
estimate of the project costs. This is reviewed by a staff biologist, who may suggest modifications to
the plan prior to giving “preliminary certification”. “Final certification” is based on an inspection visit
by the biologist to determine whether the preliminary project plans were followed, and to verify that
fish habitats were improved.  The final certified cost cannot exceed the preliminary certified cost
estimate by more than 10%. The tax credit program is limited to $100,000 total tax credits statewide
per year. 
World Wildlife Fund publication, 2003 – Financing Marine Conservation

• California - California’s credit to enhance and restore salmon and steelhead trout habitat:  In 1994,
California enacted an income tax credit targeted primarily at the timber industry, effective on January
1, 1995. It gives credit for qualified projects that enhance and restore salmon and steelhead trout to
the rivers and streams of the state in line with the goals of state regulations to double the population
of salmon and steelhead trout by the year 2000. The credit is funded through a tax on softwood,
which is harvested on private lands in the state and sold outside the United States; the credit is
intended to be revenue neutral. The program is administered and monitored by a full-time fisheries
biologist in the Department of Fish and Game. The biologist in charge puts tremendous energy into
marketing the program and has established a co-operative relationship with timber companies and
others who potentially qualify for the credit. The state currently has set an aggregate cap on credits
per year at $500,000. 
http://www.greentaxes.org/country/usState/taxIncentLockhart.asp

• Alaska’s Kenai River Habitat Restoration and Enhancement Program:  Although a relatively small
program, the Kenai River Habitat Restoration and Enhancement Program in Alaska provides an
example of a program offering a comprehensive approach to natural resource management on private
lands. The program provides incentives to landowners to encourage the restoration, protection and
enhancement of salmonid fish habitat to those who own property abutting the Kenai River. The
program offers landowners technical assistance, education, and ecosystem planning assistance, along
with up to 50% cost share for removal of damaging materials, and enhancement and protective
measures for salmonid habitat. Since its inception, approximately 32,405 river feet have been
restored, enhanced, or protected while remaining in private ownership. However, the program's
administrator estimates that a much higher number of river feet have been enhanced due to the
program's education of landowners about the importance of protection of other areas. The program,
offered by the Habitat and Restoration Division of the Department of Fish and Game, also provides
some funding for property acquisition in areas threatened by development. Since its inception, the
Department has acquired a total of 5,212 acres, with approximate river frontage of 46,105 feet. In
most cases, the properties were closed to fishing after purchase.
http://www.biodiversitypartners.org/Incentives/Report/Results1.html

• USDA - The Wildlife Habitat Incentives Program (WHIP) is a voluntary program that encourages
creation of high quality wildlife habitats that support wildlife populations of National, State, Tribal,
and local significance.  Through WHIP, the Natural Resources Conservation Service (NRCS)
provides technical and financial assistance to landowners and others to develop upland, wetland,
riparian, and aquatic habitat areas on their property.  WHIP is reauthorized in the Farm Security and

http://www.nrcs.usda.gov/programs/whip/
http://www.fwp.state.mt.us/habitat/landowner.asp#futurefisheries
http://www.nga.org/cda/files/STATEINVEST.pdf
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Rural Investment Act of 2002 (Farm Bill). Through WHIP, NRCS works with private landowners and
operators; conservation districts; and Federal, State, and Tribal agencies to develop wildlife habitat on
their property. Funding for WHIP comes from the Commodity Credit Corporation. Benefits Since
WHIP began in 1998, nearly 11,000 participants have enrolled more than 1.6 million acres into the
program. Most efforts have concentrated on improving upland wildlife habitat, such as native prairie,
but there is an increasing emphasis on improving riparian and aquatic areas. The 2002 Farm Bill
greatly expands the available tools for improving wildlife habitat conditions across the Nation.
Bachman’s sparrow, ovenbird, and acorn woodpecker.  

How WHIP Works -Conservation districts convene local work groups to identify local wildlife
habitat priorities. The local work groups then provide input to the State Technical Committee that
advises the State conservationist in the development of a State WHIP plan. The State WHIP plan
serves as a guide for the development of the State WHIP ranking criteria.  Persons interested in
entering into a cost-share agreement with the U.S. Department of Agriculture (USDA) to develop
wildlife habitat may file an application at any time.  Participants voluntarily limit future use of the
land for a period of time, but retain private ownership.  NRCS works with the participant to develop a
wildlife habitat development plan. This plan becomes the basis of the cost-share agreement between
NRCS and the participant. NRCS provides cost-share payments to landowners under these
agreements that are usually 5 to 10 years in duration, depending upon the practices to be installed.  
http://www.nrcs.usda.gov/programs/whip/

• Montana - FWP biologists, landowners and other partners develop project proposals that, for
example, restore stream banks and natural stream channels, improve stream flow, prevent loss of fish
into diversions, improve fish passage, or enhance fish spawning. Projects demonstrate that healthy
streams can be compatible with agricultural and livestock operations. About $1 million is available
annually to fund these projects. Landowners and other project partners usually share in the project
costs. A 13-member citizen panel recommends project proposals to the Montana Fish, Wildlife &
Parks Commission for final approval twice a year. 
http://www.fwp.state.mt.us/habitat/landowner.asp#futurefisheries

• Utah - habitat authorization fee provides funds totaling $3.4 million in fiscal 1997 to protect fish and
wildlife habitat and improve public access to recreational land.
http://www.nga.org/cda/files/STATEINVEST.pdf

____________________________________________________________________________________

15. Tradable Development Rights and “Wetland Banking”

• Instead of trying to finance conservation through taxes, user fees or donations, another way of
achieving conservation is to establish a system for “trading” development rights or pollution
“rights”. Various forms of environmentally destructive development (such as construction of new
housing, industry or roads) can be permitted in certain specific areas in exchange for the obligation to
offset (i.e., compensate for) this by restoring or protecting the natural environment in other areas. This
is the same rationale that underlies various recent new systems for “trading” greenhouse gas
emissions.    

In the 1970s, the US Federal Government established a "no net loss" wetlands policy. This requires
that if a “wetland” (i.e., what used to be referred to as a marsh, a swamp or an estuary) is unavoidably
destroyed or degraded as a result of construction or development, then whoever is responsible must
mitigate the damage by restoring, enhancing or creating a wetland that serves similar ecological

http://www.coastalamerica.gov/text/cwrp.html
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functions within a certain geographical distance. In the 1970s and 1980s, mitigation projects were
usually done by individual developers and landowners on a case-by-case basis, which resulted in
small, isolated wetlands whose long-term management was often shaky. For instance, a 1991 study
for the South Florida Water Management District found that of the more than 100 projects needing
wetland mitigation, only 40 of them carried out the mitigation. Of the 1,058 acres of wetlands that
were supposed to be created, only half of them actually were. Also, only three sites had long-term
management plans.

However, in 1995 the mitigation concept was given new life when several federal agencies jointly
published guidelines for “wetland mitigation banks”, clarifying rules and expectations. Over the last
seven years, mitigation banks have been forming across the country. In general, a mitigation bank
restores, enhances or creates wetlands for which it then sells credits to developers in need of
mitigation for an impacted wetland. By taking advantage of economies of scale, banks are able to
conduct a large project cheaper than several small projects. There are also environmental benefits
because one large wetland offers more undisturbed habitat and more hydrological functions than
small wetlands. Also, by selling credits only after proving successful restoration, the "no net loss"
policy can be realistically achieved and the wetlands will have long-term management plans and
endowments in place.

One example of a successful mitigation bank is Wildlands Inc. near Sacramento. The bank currently
operates 2,631 acres in eight parcels in northern California for which it sells a variety of types of
credits such as vernal pools, emergent marshes and riparian habitat. One parcel, an island in the
Sacramento/San Joaquin river delta, took an investment of $2 million to make hospitable for several
endangered fish species, but has earned them $9 million in credits.
World Wildlife Fund publication, 2003 – Financing Marine Conservation

• The National Corporate Wetlands Restoration Partnership (CWRP) is a public-private
partnership between the federal government, state governments and private corporations to restore
wetlands and other aquatic habitats.  The CWRP's objective is to stop and reverse the degradation of
America's fresh and saltwater wetlands and other aquatic habitats.  The CWRP is facilitated by the
Coastal America Partnership in Washington, D.C.  In the CWRP, corporations contribute funds to a
participating private foundation or state trust fund. These funds will be matched by federal and state
funds to undertake aquatic ecosystem restoration projects.  The CWRP will organize on a regional
and state-by-state basis under the Coastal America framework.  (Many individual State examples)
http://www.coastalamerica.gov/text/cwrp.html 

______________________________________________________________________________

16. Purchase or donation of land and/or underwater property

• The purchase or donation of land in coastal areas (or even of small islands), and the purchase or
donation of off-shore underwater property (in countries whose legal systems permit this), can be
effective ways of protecting marine biodiversity against land-based threats such as:
• industrial and urban pollution and sewage;
• agricultural runoff from fertilizer and pesticides;
• construction and development of docks, marinas, coastal roads, hotels and housing near the shore

or in ecologically sensitive areas; and 
• other human activities that disturb nesting birds, turtles and other wildlife along the shore.
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However, purchasing land can sometimes be an expensive or politically controversial option,
particularly if current residents or businesses need to be relocated and compensated. Yet, sometimes,
it can be relatively cost effective, particularly in areas where land prices are low, where funding is
available from international donors, and where there is strong local support for protecting the resource
by restricting its use or access. 

For example, the Maine chapter of The Nature Conservancy helped Mexican conservationists
purchase a coastal strip of land just south of Cancun that serves as critical wintering habitat for more
than 80 species of Maine birds. Known as Pees Maya, the 64-acre band of prime beachfront property
includes two miles of Caribbean coastline and is the gateway to Mexico's 1.6 million-acre Sian Ka'an
Biosphere Reserve on the Yucatan Peninsula. Sian Ka'an - a lush preserve of sand dunes, coastal
shrubs, mangrove swamps and fresh water brimming with crocodiles - serves as a winter sanctuary
for osprey, belted kingfishers, least terns, black-throated green warblers and other birds that migrate
from Maine to Mexico for the winter. Pez Maya is a still-wild spot just 15 miles down the road from
the high-rise sprawl that has crept southward from Cancun. Just offshore lies the world's second-
largest barrier reef, home to manatees, green sea turtles, loggerhead turtles and bonefish that swim
among the fragile coral. Developers had been seeking to subdivide this two-mile long property into as
many as 60 parcels for hotels and luxury vacation homes. Instead, a nonprofit Mexican conservation
group called the Amigos de Sian Ka'an bought the land for $1.8 million, a price that included a
$325,000 contribution from the Maine chapter of The Nature Conservancy. This purchase was, in
fact, really the first major private land acquisition by a conservation organization in the entire country
of Mexico.

The Nature Conservancy was also involved in the largest acquisition of underwater property in the
U.S. for conservation purposes. In 2002, the Bluepoints Oyster Company donated 11,500 acres along
the bottom of the Great South Bay of New York’s Long Island, valued at approximately $2 million, to
the Nature Conservancy. For a long time conservationists simply assumed it wasn’t possible to buy
the bottom of the ocean, but in fact every coastal state in the U.S. has submerged lands available for
lease or acquisition. In the past, most leases or purchases of underwater coastal property have been by
oil and aquaculture businesses. However, purchasing such property for marine conservation purposes
has the potential to restore marine habitat, improve water quality and protect many critical plant and
animal species along the coastline of the United States and in marine areas around the world.

 
Acquisition of underwater property for conservation need not necessarily result in closure of the
protected area to local people and businesses. The New York case described above involves four
different conservation components: restoration, research and education, sustainable
aquaculture, and the creation of a nature sanctuary. The project, which covers 30 percent of the Great
South Bay, is being developed and run by an interdisciplinary team of experts from many outside
agencies and organizations who are intent upon developing a more sustainable model for managing
marine resources. This can even have commercial benefits. According to the New York oyster
company’s Vice-President, "We’ll be able to boast that our famous Bluepoints Long Island oysters
are being raised in the middle of a nature preserve."

In Virginia, the Nature Conservancy owns all or part of 14 barrier islands that run parallel to the
Atlantic shore. The series of islands covers 45,000 acres of beaches, maritime  vegetation, forests and
salt marshes. Unfortunately, the area has experienced dramatic loss of both seagrass and oyster reefs.
The Conservancy and the Virginia Marine Resources Commission have planted approximately 10
acres of seagrass and 40,000 bushels of oyster shells. Half of this project will be on land owned by the
Conservancy and that part will be maintained as a shellfish sanctuary, the other half is public bay
bottom.
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In 2000, The Nature Conservancy today announced its intention to purchase Palmyra Atoll, the last
intact marine wilderness in the U.S. tropics, for $27 million from the family that had been its owners
and sole inhabitants for many years. The atoll, located 1,052 miles south of Hawaii, consists of 680
acres of land and 15,512 acres of pristine coral reefs, and is the only nesting habitat for migratory
seabirds and shorebirds within 450,000 square miles of ocean. The atoll's reefs support three times the
number of coral species found in Hawaii and the Caribbean, and five times the number of species
found in the Florida Keys. Other marine species found around Palmyra include pilot whales, bottle-
nosed dolphins, hawksbill turtles, black-tip sharks, tiger sharks, manta rays and giant clams. 

Although the Nature Conservancy has, more than any other NGO, pioneered the techniques for
acquiring land and underwater property for conservation, these techniques are now being increasingly
applied by other conservation groups. For example, Patagonia Land Trust (PLT), a non-profit private
entity set up in the U.S., donated funds to the government of Argentina in 2002 to acquire
approximately 61,000 hectares of privately-owned land for the creation of a national park in an area
known as Monte León that borders the Atlantic Ocean in Patagonia. The wildlife in Monte León
includes penguin and sea-lion colonies. The funds donated to acquire the property were placed into a
trust through the Administración Nacional de Parques, the government entity in charge of the
administration of all national parks in Argentina. The terms of the trust include a permanent
obligation to create and maintain a national park on the donated land. Fundación Vida Silvestre
Argentina (FVSA), an Argentine conservation organization affiliated with WWF, serves as the
trustee.
World Wildlife Fund publication, 2003 – Financing Marine Conservation

________________________________________________________________________

17. Tradable Quotas 

• Individual fishing quotas (IFQs, which are also referred to as ITQs, or Individual Transferable
Quotas) can be used to promote conservation and sustainable use by ‘privatizing’ heavily exploited
fisheries.  Traditionally, when fish catches dramatically decline due to over-fishing, many national
marine fisheries agencies have reacted by simply imposing limits on the total number of tons of each
species that can be harvested within a window of time.   This often results in a race for fish called
“derby fishing”, in which too many fisherman chase too few fish, thereby compromising the
fishermen’s safety as well as conservation goals.

Under a system of IFQs, a government fisheries agency or an industry-wide association of fishermen
allocates specific shares of the total allowable catch of a given fish species within a defined area to
specific individuals, groups or companies. This is often done on the basis of their current or historical
shares of particular fishery, although lotteries and auctions have also been used sometimes as the
basis for allocating quotas. Because fishermen have the property right to secure future benefit from
the resource, they are prepared to wait --- and practice conservation --- in order to optimize their long-
term return. In Iceland, where ITQs were first introduced in 1990, fishing effort in 2002 was 30%
lower than it was in 1983, and the total amount of capital investment in the fishing industry and the
total number of fishing vessels has gone down since 1990. But harvest quality and profits have
improved steadily. 

In Canada, which instituted an ITQ system for the scallop fishery, the harvesting of scallops less than
3 years old (when scallops reach full adult size) has declined almost to zero. It makes no economic
sense to harvest juvenile scallops, because the rates of return on a one- to two-year “conservation
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investment” are so high. Not only do scallops double and redouble in size over that period, but the
price per pound also rises for larger scallops.  

Under a system of ITQs, these shares or quotas are made freely transferable and divisible, and can be
bought and sold to other fishermen or fishing companies. ITQs can also be leased or mortgaged, like
other types of property rights. ITQs are a way of using market mechanisms to promote conservation.
Without any expenditure of public funds (other than for administrative costs), the private sector
thereby ends up achieving the same result as expensive government programs designed to “buy out”
excess fishing capacity, either by scrapping “excess” fishing vessels or by paying individual
fishermen not to fish.

 In some countries, such as New Zealand, a system of ITQs has now been established for almost all
species of fish that are commercially harvested. In other countries, such as Iceland, ITQs have only
been established for a few commercially valuable and overexploited species.

 The most common objections to ITQs are that they often lead to a concentration of ownership of
fishing quotas. However, this issue can be addressed by placing limits on the total quota that can be
owned by any single company or group of related companies (based on the same principles as the
anti-monopoly or antitrust laws in many countries). For example, in New Zealand, no quota holder
may own more than 35% of the quotas for any deep-sea species or more than 20% for any inshore
species. Another possible approach to the issue of concentration of ownership is to “reserve” a certain
percentage of the quotas for a particular social group. In New Zealand, where an ITQ system has
been operating successfully since 1986, 20% of the total allowable catch is reserved for indigenous
Maori fishermen, as part of a settlement of claims by Maori groups under the Treaty of Waitangi
(Fisheries Claims) Settlement Act. 

Another objection to ITQs is that they can result in unearned “windfall profits” when the original
quota holders sell their quotas. This can be addressed by taxing the profits of the quota-holders who
have paid nothing for their original quotas. 

Effective enforcement of fisheries quotas is also an issue. The most common sanctions for violating
(i.e., exceeding) quota limits are to impose a fine or to reduce the violator’s quotas for the following
year(s). In cases of repeated violations, an individual’s or a company’s fishing licenses can be
revoked, or criminal penalties can be imposed. ITQ systems may work best in places where the total
number of fishing operators is relatively small (e.g., the number in New Zealand is around 2000), and
there is a tradition of respect for the law and effective law enforcement. However, sometimes even in
countries that are well known for widespread corruption, quota systems may still be able to work
effectively on a municipal or community level. Indeed, some form of individual fishing quotas or
catch limits are one of the bases for many traditional systems of customary fishing rights.   

In any fishing quota system, the issue of ecological uncertainty also has to be addressed. The agency
administering the quota system must be able to measure the current stocks of particular fish species,
which vary from year to year based on ecological factors; and then calculate the total allowable (i.e.,
environmentally sustainable) catch for each target species. The agency must also determine the most
appropriate size and geographical boundaries of whatever fisheries management units serve as the
basis for allocating quotas. 

In New Zealand, the Ministry of Fisheries collects a Fisheries Services Levy from all commercial
fishermen. This levy is used to pay for the costs of fisheries research, compliance, and the
administration of the Fisheries Quota Management System. The cost of this Fisheries Services Levy,
when added to the “Conservation Services Levy” that is described in the next section, represents

http://www.defra.gov.uk/esg/economics/econeval/fishquota/RevITQs.pdf
http://www.sdnetwork.net/pdfs/michael_dealessi_chapter13.pdf
http://www.smwlaw.com/conservation.htm
http://www.perc.org/publications/guidespractical/save_streams.html
http://ageco.tamu.edu/faculty/woodward/paps/CaseStudy.pdf


35

about 5% of the value of the catch in a particular fishery. Both of these levies in New Zealand are
examples of the private sector paying for marine conservation.
World Wildlife Fund publication, 2003 – Financing Marine Conservation

• Tradeable fishing quotas – Excellent Database:
http://www.defra.gov.uk/esg/economics/econeval/fishquota/RevITQs.pdf

• Japanese cooperatives Another formal communal arrangement exists in Japan, where in many places
Fishery Cooperative Associations (FCAs) hold the rights to coastal marine resources and impose
strict  conservation measures on their members. As a result, coastal marine resources in Japan are
generally healthy. Cooperative ownership in Japan is so strong that FCAs have even been able to
block polluting coastal developments by asserting the primacy of their fishing rights. As Kenneth
Ruddle and Tomoya Akimichi note, “Because fisheries rights have a legal status equal to land
ownership under Japanese law, … a private developer must … either purchase all of the fisheries
rights … or compensate for any reduction in the quality of the rights”.  These cooperatives are,
however, not purely private endeavors, since they receive significant government subsidies (as do
most Japanese farmers). But they do demonstrate the emphatic link between exclusive control and the
stewardship of marine resources.
http://www.sdnetwork.net/pdfs/michael_dealessi_chapter13.pdf

• Transferable Development Rights (Use by a city) In order to protect highly sensitive resources in a
location considered for intensive development, the firm assisted the City of Livermore in developing
a Transferable Development Rights (“TDR”) program. This program allowed landowners in areas
zoned for low-density development to develop at higher densities by purchasing TDRs from the
owners of sensitive land designated for higher density development. The firm’s work included
assistance in drafting the policies establishing the TDR program, drafting and negotiating
development agreements, drafting agricultural and parkland easements, and assisting in the
negotiations between the owners of the sensitive land and potential TDR purchasers. 
http://www.smwlaw.com/conservation.htm

• Water Trading: The handbook, published by PERC, has two goals. One is to present an up-to-date
survey of the state of water marketing to protect stream flows. The other is to give specific advice
about planning and negotiating water trades. This advice is based on the experience of water-market
practitioners in environmental organizations and in public agencies.
http://www.perc.org/publications/guidespractical/save_streams.html

• Effluent Trading from a Single Trade - despite many years of existence, programs that allow
transferable discharge permits to control water pollution have had quite limited success.  This paper
discusses a single trade that recently took place in the Lake Dillon drainage basin between point and
nonpoint pollution sources. This trade demonstrates many of the challenges that are faced in effluent
trading but also highlights the potential efficiency gains that can be achieved through such programs.
http://ageco.tamu.edu/faculty/woodward/paps/CaseStudy.pdf

• To create a system of tradeable resource rights in water, (and therefore legally transferable) the
Queensland Government has enacted the Water Act 2000. The relevant sections of the Water Act
2000 aim to "advance sustainable management and efficient use of water" primarily through the
development of water resource plans. Under the Act, such plans are envisaged to set 'environmental
flow objectives' (EFOs) for the protection of the health of natural ecosystems for the achievement of
ecological outcomes. They also allow for the allocation of tradeable water entitlements. Most
applicants for a new, or increased water allocation are required to have an approved land and water

http://www.coastal.crc.org.au/planning_compendium/paper_robinson/ei_twe.htm
http://www.coastal.crc.org.au/planning_compendium/paper_robinson/ei_discharge.htm
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management plan (LWMP) before taking up their allocation. These plans may be used to help reduce
sediment runoff and enhance water quality through best practice irrigation techniques and retaining
riparian vegetation. 
http://www.coastal.crc.org.au/planning_compendium/paper_robinson/ei_twe.htm

• Tradeable discharge rights create property rights in the assimilative capacity of the environment.
This allows the scarcity of environmental assimilative capacity to be represented in the market place
leading to its allocation to the highest value uses and allowing emissions reduction to be achieved at
low cost to industry.  To establish a system of tradeable emission permits, the assimilative capacity of
the environment is determined and set as the maximum allowable total emissions. Permits are issued
for emissions up to that level and all agents producing emissions are required to have permits to emit.
Any emission by an agent in excess of those allowed by its permit would cause the agent to face
severe monetary sanctions (Tietenberg, 1996:337). This process requires both robust science to
determine a maximum limit that will stand up to intensive scrutiny as well as a strong regulatory
framework to define the property rights, provide a system of allocation of permits, set an enforceable
cap and establish penalties for breaches.   Tradeable permits allow companies with high costs of
abatement to purchase emission rights from those emitters who can reduce emissions at a lower cost
encouraging investment in abatement technology and reducing the overall cost of achieving the
reduction in emissions. There are several mature emissions trading systems in Chile, Canada and the
United States of America. In addition, international carbon trading systems may come into place
through the Kyoto protocol to the Framework Convention on Climate Change (ABARE, 1998).
OECD analysis suggests that international emission trading would lower the cost of emission
abatement to Australia by 50 per cent (Cornwell et al, 1997:xi). There is a range of tradeable permit
systems currently in place in Australia, including: 
http://www.coastal.crc.org.au/planning_compendium/paper_robinson/ei_discharge.htm

   
  

______________________________________________________________________________

18. Conservation Services Levy

• Since 1995, the New Zealand government has been implementing a scheme to recover from the
domestic commercial fishing industry a proportion of the funding required to investigate and mitigate
the impacts of fishing on protected species of marine wildlife. These protected species include all
marine mammals and reptiles, all seabirds, certain species of coral and one species of fish.
Conservation Services Levies are used to pay for:

• monitoring of protected species taken as by-catch

• stationing of observers on board approximately 5% of all fishing vessels   

• development of protected species population management plans, and

• research and development of mitigation methods, including innovative ways of setting fishing
gear.

Once a by-catch problem is successfully addressed, levies will no longer be charged for that particular
fishery and by-catch species. The levies are set annually following extensive consultation between the
relevant government agencies and stakeholder groups. The Ministry of Conservation is responsible
for approving the final work program together with the costs to be levied. The Ministry of Fisheries is
responsible for allocating to each fishstock (and therefore to fishing quota holders) the proportion of
the work program costs to be paid. The Ministry of Fisheries calculates, invoices and collects the

http://www.fipr.state.fl.us/sevtax99.htm
http://www.nga.org/cda/files/STATEINVEST.pdf
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levies, which are then transferred to the Ministry of Conservation.  Around US $750,000 was
collected in 2001.

One successful example of how the Conservation Services Levy has resulted in improved marine
conservation involves the dolphin bycatch in the mackerel trawl fishery. After government observers
and scientists found that almost all dolphin fatalities occurred at night, the fishing industry decided to
voluntarily adopt a ban on night fishing for mackerel. In other types of fisheries, bycatch of protected
species has been substantially reduced through the development and use of Marine Mammal Excluder
Devices. Fishers who currently pay the levies have a strong financial incentive to address their
destructive interactions with protected species, and thus negate the need for levies to be paid. This is
one of the few contemporary examples of the commercial fishing industry bearing the true
environmental costs of their activities.

World Wildlife Fund publication, 2003 – Financing Marine Conservation

• Florida levies a severance tax on mining industries.  The phosphate industry accounts for 99 percent
of this tax and has paid $1.35 billion severance tax on phosphate rock since 1971.  Each year the first
$10 million off the severance tax goes to the Conservation and Recreation Lands Trust Funds
(CARL), which the state uses to purchase environmentally sensitive lands.  
http://www.fipr.state.fl.us/sevtax99.htm

• Florida - Wetland Conservation and Restoration Trust Fund - Severance tax on off-shore oil drilling
provides a $53-million trust fund to conserve and restore coastal vegetated wetlands.
http://www.nga.org/cda/files/STATEINVEST.pdf

______________________________________________________________________________

19. Fish Catch Levies
 
• Many countries, such as Namibia, collect a “fish catch levy” from commercial fishing vessels, based

on the number of tons of fish caught (multiplied times different rates for different fish species).  This
revenue goes into a special Fisheries Management and Research Fund, whose board is composed in
equal parts of government officials, fishing industry representatives, and scientists. The money is
used to finance scientific management of fishing stocks, including the enforcement of “no catch”
protected areas.

In some countries, even though payment of the levies is mandatory and is collected by the
government fisheries agency, the revenue from the levies goes to private industry groups and
conservation groups to spend on marine conservation activities, rather than to the government. For
example, in the state of Victoria in Australia, levies are charged according to the particular class of
fishery license or permit, and are used for: fisheries promotion and marketing; ensuring compliance
with fishing laws and regulations; fisheries management; scientific research and monitoring. In the
case of commercial fishing licenses, revenue from the mandatory levy goes to the fisheries industry
association to carry out the activities just described. A similar mandatory levy is collected in the case
of aquaculture licenses, and is administered by the aquaculture industry association.  In the case of
recreational fishing licenses, the funds raised are placed in the “Recreational Fishing License Trust
Account”, and are allocated for conservation activities by the Minister for Fisheries on the advice of
the Fisheries Revenue Allocation Committee. This Committee is composed of 2 members each from

http://www.worldwildlife.org/conservationfinance/pubs/financing_mechanisms.pdf
http://www.worldwildlife.org/conservationfinance/pubs/financing_mechanisms.pdf
http://www.worldwildlife.org/conservationfinance/pubs/financing_mechanisms.pdf
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the Victorian National Parks Association, the Department of Natural Resources and Environment, and
the Fisheries Co-Management Council.
World Wildlife Fund publication, 2003 – Financing Marine Conservation 

_____________________________________________________________________________

20. Eco-labeling and Product Certification

• Certified Timber: WWF is a member, supporter, and early organizer of the Forest Stewardship
Council (FSC), an international nonprofit organization founded in 1993 to support environmentally
appropriate, socially beneficial, and economically viable management of the world’s forests. The FSC
has established an international labeling scheme for forest products, thereby providing a credible
guarantee that the product comes from a well-managed forest and creating an incentive in the
marketplace for good forest stewardship. Almost 700 companies that produce and use wood have now
joined the Global Forest and Trade Network of FSC supporters, and over 31 million hectares (over 76
million acres) of forest in 56 countries have been certified.
http://www.worldwildlife.org/conservationfinance/pubs/financing_mechanisms.pdf

• Certified Fish: WWF helped establish the Marine Stewardship Council (MSC), an independent,
nonprofit, international body dedicated to promoting environmentally sustainable fisheries and fishing
practices worldwide. By adhering to strict guidelines, fishing enterprises earn the right to use the
MSC logo, demonstrating that their products are derived from sustainable sources. The Center for
Conservation Finance is focusing on mobilizing investment capital for these markets, the first of
which were recognized in 2000: Australian rock lobster, Alaskan salmon, and the United Kingdom’s
Thames herring.  Three additional fisheries were certified in 2001 (Burry Inlet cockles, New Zealand
hoki, and the South West mackerel handline fishery).  In January 2003, the Loch Torridon fishery was
certified and seven other fisheries were undergoing the certification process.  Retail partners include
Whole Foods and the United Kingdom’s Tesco supermarket chain.
http://www.worldwildlife.org/conservationfinance/pubs/financing_mechanisms.pdf

• Certified Aquarium Products: As a part of WWF’s strategy for marine conservation in the world’s
most biologically rich coral reef areas, the Center’s staff played a lead role in working with the
aquarium industry, related businesses, and conservation organizations to establish the Marine
Aquarium Council (MAC). MAC’s members include many of the largest wholesale distributors of the
aquarium fish trade, who, together with environmental organizations and local fishing communities,
are establishing environmental standards and market incentives in order to discourage and ultimately
eliminate destructive collection practices (such as the use of sodium cyanide) within the aquarium
fish trade. As a result, the aquarium trade, which is a key source of income for many poor fishers, can
become a positive force for coral reef conservation, as has already been demonstrated in several pilot
areas including Hawaii, the Philippines, and the South Pacific.
http://www.worldwildlife.org/conservationfinance/pubs/financing_mechanisms.pdf

 

__________________________________________________________________________

http://www.hctf.ca/projects/reviews/hctfreview9296.pdf
http://www.sarfac.com/index.htm?/papers/paper01.htm
http://www.chron.com/cs/CDA/story.hts/outdoors/tompkins/1441155
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21. Recreational Fishing License Fees

• According to the U.S. Fish and Wildlife Service, in 1996 in the U.S. over 35 million people went
fishing for recreation, of whom 29.7 million went freshwater fishing and 9.4 million went saltwater
fishing. They fished for an average of 18 days per year each and spent an average of $1,072 each.
Overall, they spent $15.4 billion for fishing trips, $19.2 billion on equipment, and $3.8 billion for
licenses, tags, land leasing and ownership, fishing association membership dues and contributions,
and fishing magazines. Every State in the U.S. requires recreational fishermen to purchase a fishing
license, and most of the revenues thereby collected are used for conservation and sustainable
management of aquatic species. 

Recreational fishing can also be a major attraction for foreign tourists and generate significant
revenues through payment fees as well as through tourists’ payments for local goods and services. For
example, foreign sports-fishermen spent $17.8 million in Costa Rica in 1996 while practicing “catch
and release” billfish angling only.

• British Columbia - The largest revenue source for the Habitat Conservation Fund is based on the
“user-pay” principle, involving a surcharge on all hunting, fishing, trapping and guiding licenses sold
in BC. During the 1992-1993 to 1995-1996 period, the average of surcharge revenue generated from
the sale of licenses was $4 million annually. 
http://www.hctf.ca/projects/reviews/hctfreview9296.pdf

• South Australia, recreational fishing licenses are funding the buyout of commercial fishing licenses
Western Australia and the Northern Territory have had dedicated recreational fishing development
programs for a decade or so and have included the targeted buy-out of inshore marine and estuarine
commercial licenses.  Many of the conflicts with the commercial fishing sector over access to fish
stocks and regions would be resolved by enabling the fishing effort to be permanently retired from
areas of high conflict.  In Victoria - through a voluntary buy-back scheme, removed over 100
commercial fishing licenses since a recreational license was introduced in 1999.   

http://www.sarfac.com/index.htm?/papers/paper01.htm

• Texas Gulf Coast - shrimping license buyback, assisted by saltwater stamp for recreation fishing.   A
program designed to stabilize, then improve the health of Texas' shrimp fishery by cutting the number
of shrimping licenses by 50 percent.  Texas shrimpers willing to abandon the often-precarious
business, the state will have reduced the number of shrimping licenses by 25 percent from 1996
numbers.  The license buyback program was funded by a surcharge on commercial shrimp licenses
and shrimping-related licenses issued to seafood dealers.  Those surcharges provided, and continue
providing, about $170,000 annually for use in buying licenses from shrimpers willing to abandon the
business.
http://www.chron.com/cs/CDA/story.hts/outdoors/tompkins/1441155                               

______________________________________________________________________________

22. Excise Taxes on Sales of Recreational Fishing Equipment and Motor Boat Fuel 

• The U.S. Federal government raises more than $300 million annually for the “U.S. Aquatic
Resources Trust Fund” by collecting a 10% excise tax on certain items of sport fishing tackle; a 3-
percent excise tax on fish finders and electric trolling motors; import duties on fishing tackle, yachts
and pleasure craft; and a portion of motorboat fuel tax revenues. The Aquatic Resources rust Fund
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makes grants to pay for acquisition and improvement of sport fish habitat, stocking of fish, research
into fishery resource problems, surveys and inventories of sport fish populations, development of boat
access facilities for public use, and safety education programs for boaters. The Fund pays up to 75%
of the cost of such programs administered by individual U.S. states, provided that the states have
passed laws for the conservation of sport fish. 
World Wildlife Fund publication, 2003 – Financing Marine Conservation

______________________________________________________________________________

23. Fines for Illegal Fishing, and Proceeds from Sales of Confiscated Fish, Boats and Equipment

• In some countries, fines for illegal logging, hunting, and fishing are earmarked for the budgets of
government conservation agencies.  In other countries, the proceeds from sales of confiscated timber,
fish, and wildlife that were illegally caught or harvested are used to finance conservation. For
example, the State of Illinois requires that “all fees, fines, income…and penalties collected under this
Code [the Illinois “Fish and Aquatic Life Code”] shall be deposited into the State Treasury and shall
be set aside in a special fund to be known as the Wildlife and Fish Fund”.3 Similarly, Florida law
requires that “in all cases of…the illegal taking, attempted taking, sale, possession or transportation of
saltwater fish or other saltwater products, such saltwater products and…fishing devices or equipment.
or…means of transportation used in connection with such taking…may be seized and
confiscated…[and] the proceeds of the sale…shall be deposited …into the Marine Resources
Conservation Trust Fund to be used for law enforcement purposes…”4

However, the laws of most countries require that money from fines and forfeiture must be paid into
the national treasury, and in these cases it would be necessary to pass special new legislation in order
to earmark these revenues exclusively for conservation. For example, the fisheries laws of Fiji, the
Philippines and the Federated States of Micronesia all authorize the confiscation and sale of any
boats, fishing equipment and fish catch that were used in or result from prohibited fishing methods
including the use of dynamite and cyanide for fishing. But since there is no requirement in those
countries’ fishing laws that the money must be earmarked for fisheries management and conservation,
the proceeds from sales of confiscated goods simply goes into general government revenues.5  

In the U.S., prosecution of people who killed endangered tigers and other species has generated more
than $100,000 in fines that are paid into the Save the Tigers Fund, a non-governmental international
conservation group working on wild tiger preservation. There is no reason why the same mechanism
could not be used in the case of the illegal catch of endangered marine mammals, birds, and fish. 
World Wildlife Fund publication, 2003 – Financing Marine Conservation

______________________________________________________________________________
 
24. Pollution Fines and out-of-court Settlements for Pollution Damage

• Most U.S. States collect environmental fines and penalties that are dedicated to long term
conservation programs that are not limited to cleaning up the damage caused by the violator. Many
States have set up trust funds to receive the monies from environmental fines, including Florida,

                                                
3 515 Illinois Consolidated Statutes Section 1-230.
4 Florida Statutes Section 20.2553.
5 Fiji Islands Fisheries Act, Section 10(7); Philippines Fisheries Code Section 87; Chuuk State Code Section 1802,
 9 TDC Section 3.
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Indiana, Massachusetts, Missouri, Montana, Ohio, Pennsylvania, New Jersey, New York, Virginia,
Washington and Wisconsin. Most of these States collect millions of dollars in environmental fines
and penalties annually, with New Jersey heading the list with almost $500 million in one year. The
Virginia Environmental Endowment is a sizeable trust fund begun twenty years ago with
contributions of almost $10 million from two companies found to be illegally dumping wastes into
the James River. 

Exxon Corporation was ordered by a U.S. Federal District Court to pay a multibillion-dollar fine and
settlement for damage claims arising from the huge oil spill caused by Exxon’s oil tanker Valdez off
the coast of Alaska. The court required Exxon to pay:
• a $150 million criminal fine, of which $12 million went to the North American Wetlands

Conservation Fund;
• $100 million in criminal restitution for injuries caused to the fish, wildlife and lands of the spill

region, which was evenly divided into payments to the federal and state governments;
• $900 million to restore resources that suffered a substantial loss or decline as a result of the oil

spill. 
The Exxon Valdez Oil Spill Trustee Council was established to administer the last category of funds.
Forty percent of it is being used to provide long-term guaranteed funding for the Gulf of Alaska
Ecosystem Monitoring and Research Program (GEM), a long-term scientific effort to better
understand and manage the biological components of one of the world’s most commercially
productive marine ecosystems. Sixty percent is being used for habitat protection in the spill region,
through purchasing a series of conservation easements and real estate in strategically located habitats
along Prince William Sound. For example, one grant from the Trustee Council was used to purchase
pristine forests on Kodiak Island and turn the area into a wildlife reserve. The land was owned by
native Alaskan tribes who otherwise would have felt compelled to sell it to logging companies as
their only means of raising cash.        

In another recent Alaska case, a court ordered a cruise ship company that was guilty of illegally
discharging used fuel oil into Alaska’s coastal waters to pay US$1 million for the protection of
national park marine ecosystems in Alaska.

In one interesting case in the Straits of Malacca (near Singapore), a consortium of large Japanese
marine insurance companies donated more than US $5 million to establish a Revolving Fund for
emergency response and cleanup of oil spills. Around 75% of Japan’s oil supplies pass through the
narrow Straits of Malacca on their way from the Middle East to Japan, making it the busiest and most
crowded passageway in the world for oil tankers. There are many rocks and reefs in the Straits, as
well as strong tidal currents, and it is also a major marine migration route for marine species moving
between the Indian and the Pacific Oceans. The Straits are considered to be international waters,
rather than territorial waters of the three surrounding countries (Malaysia, Indonesia and Singapore).
Because the damages from a major shipping accident or oil spill in the Straits would be so great, and
because the time-window for taking preventative and mitigating actions is so short and could be
bogged down by disagreements between the three countries about their respective responsibilities,
Japanese insurance companies decided to donate money to the three countries to establish a revolving
fund. The fund acts as a ready source of financial support the responsible agencies to implement
emergency actions for control and removal of spilled oil. Following an oil spill incident, the
Revolving Fund will be reimbursed by the company or individual deemed responsible for the
incident. The insurance companies have also donated oil skimming vessels and equipment to the
governments.  

A similar type of funding mechanism was recently proposed for Ecuador’s Galapagos Islands
following a major oil spill that destroyed large numbers of seabirds, lizards, turtles and other marine

http://www.nga.org/cda/files/STATEINVEST.pdf
http://www.sustainable.org/casestudies/SIA_PDFs/SIA_louisiana.pdf
http://www.green-register.org/gb/rfinal/txts/solfi03b.htm
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wildlife (which was doubly catastrophic because wildlife tourism and fishing are the two main pillars
of the Galapagos’ economy). Although the proposed oil spill response fund for the Galapagos has not
yet been (and perhaps may never be) legally established and funded by donors, it represents a
potential model for other countries seeking ways of financing these kinds of marine protection
activities. 
World Wildlife Fund publication, 2003 – Financing Marine Conservation 

• Montana, Environmental penalty money provides $500,000 to $800,000 per year to
protect wetlands and certain species habitat.
http://www.nga.org/cda/files/STATEINVEST.pdf

______________________________________________________________________________

25. Royalties and Fees from Offshore Mining and Oil and Gas
 
• Using natural resource “rent” to finance protected areas has a powerful logic: It compensates for the

extraction of one type of natural resource by conserving another. For example, the U.S. Land and
Water Conservation Fund draws its revenues from the fees paid by oil companies to the U.S.
government for offshore oil and gas leases.  Since 1964, this fund has provided almost US$9 billion
for the purchase of more than 3.4 million acres of additional land for national parks and reserves and
has financed more than 37,000 grants to state and local governments for conservation projects.
Individual U.S. states such as Michigan and Florida have established similar conservation funds that
are financed by payments for extracting minerals, oil and gas on state-owned land or coastal waters.  

• Baton Rouge - LA, taxing gas & oil to restore the Mississippi Delta.  Studies through the years
showed that the coast of Louisiana, which includes the only great delta ecosystem in North America,
the Mississippi River delta, was disappearing at the rate of 25 to 40 square miles per year. Between
1930 and 1995, Louisiana’s coastal land mass was reduced by approximately 1.2 million acres, or
30%. The state, which contained approximately 25 percent of the coastal wetlands in the United
States, was sustaining about 80% of the nation’s coastal wetlands losses.  The Mississippi delta is of
economic as to protect and restore wetlands.  In early 1988, the Coalition to Restore Coastal
Louisiana (CRCL) was established by the informal, ad hoc group of interested parties. The Coalition
was incorporated as a nonprofit 501(c)(3).  Today, nearly 150 businesses, corporations, trade
associations, civic, religious and environmental groups and hundreds of individual members are
involved in the Coalition’s advocacy mission for the restoration and preservation of the Mississippi
River Delta and the coastal wetlands of Louisiana.   In 1989, voters of the state approved a
constitutionally protected Wetlands Conservation and Restoration Fund. This fund is in the form of
trust, funded by a portion of the oil and gas royalties received by the state, which provides up to $20
million annually for coastal restoration efforts.  The Coalition then developed a national "Save the
Wetlands" campaign that helped move Congress to pass the Coastal Wetlands Planning, Protection
and Restoration Act  (CWPPRA) in 1990. CWPPRA provides $40 million annually to restore
Louisiana’s coastal wetlands.
http://www.sustainable.org/casestudies/SIA_PDFs/SIA_louisiana.pdf

• The Ivory Coast has created an environmental fund paid for by a tax on shipping, particularly on oil
tankers, which stopover in the country. 50% of the revenue from these taxes goes to a fund for
purchasing equipment to monitor ecosystems, to prevent pollution and for improving environmental
management.

http://www.newamerica.net/index.cfm?pg=article&pubID=483
http://www.newamerica.net/index.cfm?pg=article&pubID=483
http://www.newamerica.net/index.cfm?pg=article&pubID=483
http://www.nga.org/cda/files/STATEINVEST.pdf
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. http://www.green-register.org/gb/rfinal/txts/solfi03b.htm

• In 1984, voters in Michigan approved a constitutional amendment requiring that royalties from oil,
gas, and other mineral leasing on state land be directed to a state-wide conservation and recreation
trust fund. In fiscal year 1996 alone, this mechanism generated over $35.5 million in oil and gas
royalties. The original legislation creating the fund called for a third of the money collected to be
earmarked for annual program costs such as administration and grants for land acquisition. The other
two-thirds were to be invested into the Michigan Natural Resources Trust Fund which is overseen by
a five member board and allocates money to projects on a competitive basis based on nominations put
forward by the state’s natural resource agency, local governments, citizens, and conservation
organizations. Each year the trust fund must spend no less than 25 percent of its expenditures on land
acquisition, and no more than 25 percent on developing public recreational facilities. In 1994,
following another constitutional referendum, voters in the state agreed to increase the cap on money
received from interest on the trust fund from $200 million to $400 million and to create a State Park
Endowment Fund which receives up to $10 million annually from the oil and gas royalties, and
invests it in strengthening the state’s system of state parks. Over the years, the Michigan trust fund
has provided more than $300 million for over 900 natural and recreational areas.
http://www.newamerica.net/index.cfm?pg=article&pubID=483

• Montana - the state voted in 1976 to require that at least 50 percent of the state’s coal severance tax
revenues be deposited in a trust fund whose broad mandate is to provide for the long-term well-being
of the people of Montana. Included in this, the state law established that 1.27 percent of severance tax
collections be channeled to a trust fund to help finance the acquisition and management of state parks.
Some of the wording in the law is interesting. It states that “coal is a limited, non-renewable resource,
and for this reason a portion of our coal revenue is set aside in trust for the day when future
generations of Montanans will no longer have these abundant resources at their disposal.”
http://www.newamerica.net/index.cfm?pg=article&pubID=483

• In the case of New Mexico, the state regularly allocates a portion of its severance taxes on oil, gas,
and coal to conservation. In 1988, the state garnered more than $283 million in severance taxes. Of
this, it designated $500,000 to conservation. In 1992, with receipts of over $229 million, the state
allocated $200,000 to conservation. However, in the New Mexican case, the money to be allocated to
conservation is decided each year, rather than being codified in the state’s legislation. As a result, it is
subject to the caprice of politics.
http://www.newamerica.net/index.cfm?pg=article&pubID=483  

• Alabama a percentage of royalty funds totaling approximately $8,000,000 per year is applied to
direct land purchase and some conservation easements. 
Louisiana- the Severance Tax on off-shore oil drilling provides a  $53,000,000 trust fund, the
Wetland conservation an Restoration Trust Fund,  to conserve and restore coastal vegetated wetlands
New Mexico - severance taxes provide partial funding for protecting endangered species.
http://www.nga.org/cda/files/STATEINVEST.pdf

• CARA, the Conservation and Reinvestment Act (H.R. 701), will reinvest $3 billion annually in
federal outer continental shelf oil and gas revenues back into natural and cultural resources
conservation throughout the nation. The legislation is divided into eight program areas: 
1. State Coastal Impact Assistance and Conservation ($1 billion)
2. Land and Water Conservation Fund Revitalization ($900 million)
3. State-level Wildlife Conservation and Restoration Fund ($350 million)

http://www.ncwildlife.org/pg07_WildlifeSpeciesCon/pg7d1.htm
http://www.pilotonline.com/news/nw0301fund.html
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4. Urban Parks and Recreation Recovery ($125 million)
5. Historic Preservation Fund ($100 million)
6. Federal and Indian Lands Restoration ($200 million)
7. Conservation Easements and Species Recovery (federal)($150 million)
8. Payment In-lieu of Taxes and Refuse Revenue Sharing ($200 million) 
http://www.ncwildlife.org/pg07_WildlifeSpeciesCon/pg7d1.htm

_____________________________________________________________________________

26. “Right of Way” Fees for Oil and Gas Pipelines and Telecommunications Infrastructure

• Some countries require utility companies, telecommunications companies, and energy companies to
pay millions of dollars for the right-of-way to construct and maintain electric power transmission
lines, telephone lines, broadcasting towers, or natural gas pipelines inside protected areas.  For
example, the companies that own the telecommunications towers near the summit of Mount
Kitanglad pay the Philippines national park in which Mount Kitanglad stands an annual fee that is
based on the companies' revenues.  In Bolivia, a large international energy company paid US$20
million to establish a conservation trust fund for a relatively pristine area where it plans to construct a
multibillion-dollar natural gas pipeline. The company was required to do this as one of the conditions
for obtaining a US$200 million low-interest loan from the U.S. government’s Overseas Private
Investment Corporation.

Brazil's new National Protected Areas System Law (abbreviated as SNUC in Portuguese) authorizes
the country’s environmental agency to collect an environmental compensation fee equal to one-half of
1 percent of the construction costs or annual maintenance costs of any pipeline, electric power
transmission line, or broadcasting tower that is located in a national park. The fee must be used to pay
for conservation of the protected area in which the construction or maintenance activity occurs.

• One intriguing part of the environmental rescue plan is how state lawmakers want to dedicate $2
million in anticipated royalties from Maersk Inc., an international shipping company looking to build
a marine terminal in Portsmouth, VA.  Maersk needs to dredge a large swath of the Elizabeth River
to make room for deep-water cargo ships that would call at the planned terminal.  To do so, the
company must pay the state about $2 million for the right to disturb river bottom.  According to
budget amendments, those royalties would pay for scientific monitoring of the Elizabeth River, oyster
and habitat restoration in waters around the state, citizen water-quality sampling throughout Virginia,
and controls of runoff that can pollute waterways with dirt, silt, fertilizer and chemicals. 
http://www.pilotonline.com/news/nw0301fund.html

______________________________________________________________________________

27. Hydroelectric Power Revenues

• Iceland’s Salmonid Enhancement Fund was established through an amendment of the Freshwater
Fisheries Act in 1970. Its income is derived from two sources:

• A 2 % levy on the net income from salmonid fishing and angling collected from fishing
association on  river and lakes.

http://www.tpwd.state.tx.us/plate/largemouth_bass.htm
http://floridaconservation.org/psm/help/license.htm
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• A 3 ‰ levy on the gross earnings from sales of hydroelectric power to the public.
• A 3 ‰ levy on the gross earnings from the sales of hydroelectric power to large scale users

through special agreements.

The fund has historically supported enhancement facilities such as building of fish-ladders and
rearing stations, but has in recent years given generous grants to other causes such as quota leases by
the North Atlantic Salmon Fund, buy-out of netting rights in southwestern Iceland and supported
various basic and applied research projects of the Institute of Freshwater Fisheries.
World Wildlife Fund publication, 2003 – Financing Marine Conservation

_____________________________________________________________________________

28. Premium-priced Wildlife Postage Stamps and Automobile License Plates 

• California has issued US$900 million in state bonds to purchase habitat for the conservation of
mountain lions and other endangered native species.  The repayment of these bonds is financed by
charging car owners a special fee for personalized (vanity) automobile license plates and by imposing
an additional tax on tobacco products.  Many U.S. states raise millions of dollars for parks and
conservation by selling special license plates that cost between US$10 and US$20 more than standard
license plates and display pictures of the state’s native flora and fauna. Maryland offers for sale a
specially designed license plate with pictures of aquatic wildlife,  And all of the extra funds generated
from these sales goes to preserve wildlife and ecosystems of the Chesapeake Bay.

 
Germany and other European countries sell wildlife postage stamps that cost more than ordinary
stamps and serve as a way of financing wildlife conservation projects in developing countries.

The U.S. Fish and Wildlife Agency requires all duck hunters to buy a US$15 “duck stamp” whose
artistic design changes each year and is sought after by collectors. This raises more than US$20
million annually, in addition to the annual hunting license fees that individual states require duck
hunters to pay. Revenues from the Duck Stamp Program are deposited directly into the federal
government’s Migratory Bird Conservation Fund and are used to purchase wetlands and other
wildlife habitat for inclusion in the National Wildlife Refuge System. 
World Wildlife Fund publication, 2003 – Financing Marine Conservation

• Texas - Texas Parks & Wildlife offers its Largemouth Bass conservation license plate, which benefits
the management and production of largemouth bass fishing in Texas.
http://www.tpwd.state.tx.us/plate/largemouth_bass.htm.gement and production of largemouth bass

fishing in Texas.
• Florida - Your continued support helps manatees stay "on the road to recovery". Funding from the

Save the Manatee license plate makes the difference
http://floridaconservation.org/psm/help/license.htm

• Florida - sea turtle specialty license plate is making good on its promise to "Help Sea Turtles
Survive." And thanks to the new Marine Turtle Grants Program, which is funded entirely by proceeds
from the turtle plate, Floridians can see just how revenue from the plate is being spent to protect sea
turtles in the state.   Last week the Florida Fish and Wildlife Conservation Commission (FWC),
which administers the turtle grants program, awarded contracts for grants totaling $156,000 to 14
environmental organizations, local governments, and educational institutions around Florida. The
grant program was set up in order to return a major portion of the money generated through the sale

http://www.cccturtle.org/n_plate-grant.htm
http://www.coastal.ca.gov/publiced/plate/plgrant.html
http://www.nga.org/cda/files/STATEINVEST.pdf
http://chinaproject.net/Funding_mechanisms/GATE_stamp_grants.shtml
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of the license plate back to local communities, educational institutions and Florida-based conservation
organizations that are involved in research, education and conservation efforts to protect Florida's
endangered sea turtles.   Fiscal year 2000-2001 was the first year in which revenue from the plate was
high enough to trigger the grant program. The first $500,000 generated each year from sales of the
plate goes directly to the FWC's Marine Turtle Protection Program. Once annual revenues exceed
$500,000, those funds are distributed through the turtle grants program. 
http://www.cccturtle.org/n_plate-grant.htm

• California - The Whale Tail Grants Program distributes funds from sales of the Whale Tail License
Plate. The grants support programs that teach California’s children and the general public to value
and take responsibility for the health of the state’s marine and coastal resources. Adopt-a Beach
programs, as well as other beach operation and maintenance-type projects that have an educational
component, are also eligible for these grants. This grants program focuses on reaching communities
that are currently poorly served in terms of marine and coastal education. For the 2002/2003 grants,
applicants could request any amount up to $50,000, and 25-50% of the funding was allocated in small
grants up to $10,000. More money ($280,000) was available for FY2002/03 than in the previous
years of the program; we expect to continue to increase this fund in future years as Whale Tail
License Plate sales increase.
http://www.coastal.ca.gov/publiced/plate/plgrant.html

• Georgia - non game check-off and environmental license plate sales totaling $6.3 million in 1997
fund land acquisitions and habitat conservation.

• New York  - bluebird license plates and real estate transfer tax provide approximately $50 million per
year to fund fee-title land purchases and easements.
http://www.nga.org/cda/files/STATEINVEST.pdf

• Stamps: Since 1992, the German Federal Ministry of Finance has issued a series of special postage
stamps carrying a surcharge "for environmental protection", in cooperation with the German Ministry
for the Environment, Nature Conservation and Nuclear Safety (BMU). The proceeds are used to
promote environmental education measures carried out by non-governmental organizations (NGOs)
in Germany and abroad with the aim of protecting ecosystems at risk. 
http://chinaproject.net/Funding_mechanisms/GATE_stamp_grants.shtml

____________________________________________________________________________

29. Biodiversity Prospecting 

• The growing interest from pharmaceutical companies in “prospecting” for chemicals with medicinal
potential may turn out to be a new source of significant economic returns from marine biodiversity.
“Bioprospecting agreements” are a mechanism for an international pharmaceutical company to
compensate a developing country for the intellectual property rights contained in the country’s
biodiversity in return for exclusive rights to screen the biodiversity for pharmaceutical compounds. If
such screening leads to the development of a major drug, the agreement provides the host country
with a share of the profits.

One good example of this is from Fiji.  Fiji has one of the best coral reef systems in the Pacific. Coral
reefs are attracting increasing attention as a source of novel chemicals that may hold cures for cancer,
AIDS and drug resistant bacteria. Yet Fiji’s coral reefs are under severe pressure. Destructive natural
processes such as reef bleaching and hurricanes have increased in recent years -- possibly due to

http://www.environmental-center.com/magazine/inderscience/ijbt/art10.pdf
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global warming. Some fishers use poisons to stun and catch fish which kill the corals. Land-based
activities such as forestry and agriculture lead to siltation which smother the reefs -- the foundations
of the ecosystems. 

In 1997, Fiji’s University of the South Pacific (USP) and the Strathclyde Institute of Drug Research
(SIDR) based in Glasgow, Scotland BCN signed a bioprospecting agreement which benefits local
communities as well as the national government. Rather than selling the plant and marine samples,
these extracts are licensed for evaluation by a drug company. After one year, the samples may be
further licensed by SIDR or returned. The USP in turn has an agreement with Verata Tikina, a county
consisting of 7 villages, for priority supply of the organisms to be licensed. More than one hundred
samples were collected and supplied to SIDR from just one sampling event. The bioprospecting
agreement clearly specifies the proportionate sharing of license fees among SIDR, USP and Verata,
but does not specify the exact amounts of money to be expected. However, the license fees paid to the
Verata Development Council in 1999 were expected to be approximately US $105,000, decides how
to use this money after consultation with the project advisory committee.

Also as part of the project, USP students learned how to evaluate extracts. Successful local screening
of extracts and isolation of active components greatly increases the potential returns from the
commercial development of the active ingredient. A highly successful two-week workshop in
participatory, village-based biological monitoring was held in Verata in April. Participants identified
local marine resource management problems, developed action plans to meet these challenges and
established monitoring plans to judge the success of these interventions. As part of this workshop,
two tabu sites (off-limits areas) were identified and approved by village meetings and leaders to help
conserve biodiversity and also to allow comparison of the levels of organisms in harvested and non-
harvested sites. 

However, biodiversity prospecting may not turn out to be the ‘pot of gold’ for funding conservation
that some people had hoped. Recent economic studies have demonstrated that in many cases,
biodiversity prospecting payments, when measured per hectare of forest or coral reef (i.e., in terms of
the on-the-ground economic incentive for habitat conservation) have proven negligible as an
economic incentive for conservation.  On the other hand, new technologies – such as combinatorial
chemistry, high-throughput screens, and laboratories-on-a-chip – provide unprecedented numbers of
compounds, and better and faster ways to test them. Natural products are frequently viewed as too
slow, costly, and problematic, and pharmaceutical research dollars are flowing into synthetic
chemistry and genetics.

Biodiversity prospecting partnerships can be an effective way to transfer technology to developing
countries, build capacity, and promote development based on indigenous biodiversity.  However,
making links with conservation has proven difficult for at least two reasons. First, research and
development activities usually do not take place in the area where the original source material is
collected. Second, most of the economic benefits (as in the case of other forms of natural resource
extraction) are usually channeled away from biologically diverse rural areas and end up in the hands
of the central government or urban-based businessmen. 
World Wildlife Fund publication, 2003 – Financing Marine Conservation 

• Suriname  - ICGB established a benefitsharing plan with a US$60,000 total advance payment from
Bristol Myers Squibb Pharmaceutical Research Institute into the Forest Peoples’ Fund (FPF), with
additional contributions of $20,000 a year as the ICBG is renewed. The FPF is a mechanism, which
CI Suriname helped broker, through which ‘up front’ benefits and future royalties from new drugs
developed can be returned to the Saramaka people. Along with compensating the Saramaka Maroons
for their ethnobotanical contributions, the FPF creates conservation incentives, finances sustainable

http://www.environmental-center.com/magazine/inderscience/ijbt/art10.pdf
http://www.inece.org/conf/proceedings2/62-InBIO.pdf
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management projects, provides research and technology exchanges and supports other socially and
environmentally sound projects.
http://www.environmental-center.com/magazine/inderscience/ijbt/art10.pdf   

• Nigeria - in 1990, Shaman Pharmaceuticals, Inc. established a research relationship with Nigerian
scientific institutions, and the BDCP became the focal point for collaborative research.  Shaman is a
small San Francisco company that uses ethnobotany as well as isolation and natural products
chemistry to discover and develop novel pharmaceuticals.  Nigerian scientists proposed initial
discussions with healers and traditional leaders to talk about a collaborative relationship with Shaman
for bioprospecting. Fulfilling company policy, immediate and medium-term benefits, such as those
above, totaling over US$200,000 (two hundred thousand dollars) have been distributed through
programs to the various stakeholders in the collaboration as the expeditions occur.  The company
regularly reports laboratory results to participating communities, and general literature on the project
is published with both Nigerian and US authors.  For many years, Shaman invested in studies on
managing and harvesting Sangre de Drago in Latin America, as the source of a future product.
Ecological and distribution studies, as well as studies on yield and sustainability totaling US$1
million have been carried out at sites from Mexico to Paraguay.
http://www.environmental-center.com/magazine/inderscience/ijbt/art10.pdf

• Costa Rica - INBio is a government-created non-profit scientific institution with a mission to serve
the public good. INBio´s mission is to promote a new awareness of the value of biodiversity, and
thereby achieve its conservation and use to improve the quality of life. It promotes the wise
management and use of Costa Rica’s biotic wealth through the development and distribution of
information on species, genes and ecosystems. In September, 1991, INBio and US-based
pharmaceutical company Merck, Sharp and Dohme, Inc. entered into a landmark two-year contractual
relationship anchored on sustainably developing Costa Rica’s rich biodiversity resources through
bioprospecting. Under the terms of the deal, which the parties renewed in 1993 and again in 1996,
INBio provided Merck with “chemical extracts from wild plants, insects, and micro-organisms”
primarily from Costa Rica’s conservation areas. Using these chemical extracts, Merck hoped to
develop or find clues that would lead to developing a new medicine. In exchange, Merck paid INBio
an up-front fee of US$1 million, donated US$135,000 worth of equipment for use in chemical
extraction, and sent two natural products chemists to set up the facilities necessary for chemical
extraction and to train INBio scientists in the extraction process. In addition, INBio would receive a
royalty from any commercially marketable drug developed from a compound it provided. Although
the percentage of the royalty is confidential, it is widely believed to be between one and three percent
of net sales. Because drug development usually takes as long as ten to fifteen years and costs between
US$300 to 400 million, the possibility of a royalty obviously is considered a long-term, prospective
benefit of the contract.
 http://www.inece.org/conf/proceedings2/62-InBIO.pdf

_________________________________________________________________________

30. Private Sector Investments Promoting Biodiversity Conservation. 

• The International Finance Corporation (or “IFC”, the private sector investment arm of the World
Bank) defines “biodiversity businesses” as “those ventures for which biodiversity conservation and
sustainable use of biological resources are integral and proactive components of their business
operation.  Biodiversity businesses can operate in a variety of ecosystems, such as arid and semi-arid
ecosystems; coastal, marine or freshwater ecosystems; forest ecosystems and mountain ecosystems. 
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However, capacity needs to be built in respect to identifying, developing and financing such
businesses as the biodiversity market segment has not yet been fully developed.”

The great majority of for-profit private-sector environmental investments have focused on the
prevention and clean-up of land-based industrial pollution and urban sanitation, which are sometimes
referred to as “brown investments”. The great majority of “biodiversity businesses” (i.e., “green
investments”) are also related to land-based conservation activities, such as environmentally
sustainable (“certified”) forestry and organic agriculture. The relatively few marine-focused
“biodiversity businesses” have generally involved eco-tourism or environmentally sustainable
(“certified”) harvesting of fish, crustaceans, seaweed, and corals. 

One recent example of a marine-focused “biodiversity business” is the Philippine-based Asian
Conservation Company, Inc. (“ACC”), an investment holding company that was incorporated in
December 2001. Its main investors include the Global Environment Facility (GEF), the Philippine
Government, and several large individual investors from the U.S. and the Philippines. 

ACC’s stated aims are to:

1. invest in the stock of corporations engaged in conservation and environmental protection, and act
as the holding company for all the investments it will undertake; and 

2. provide environmental support activities and related managerial and technical assistance to
companies with respect to compliance with environmental standards and ecological sustainability
that contributes to the objectives of the Convention on Biological Diversity.

In order to assure that ACC fulfills its mandate, all investments must: 

1. mitigate their environmental impacts;
2. proactively develop means by which their activities enhance the conservation of biodiversity and

become an integral part of every business and operational decision;
3. support social programs and opportunities for local communities that result in the conservation of

biodiversity;
4. seek the best available technical advice on environmental management and biodiversity

conservation considerations; and
5. employ measurable indicators of conservation success, such as certification by the MSC, the

MAC and ISO (the International Standards Organization).

Although ACC’s goal is to make a profit, ACC does not intend to pay regular dividends, but  instead
to reinvest all of its income and gain in new businesses. As of early 2003, ACC had  invested on one
business (an ecotourism resort at El Nido on the Philippine island of Palawan); and was planning to in
a second business (a company that processes and exports blue crabmeat that is sustainably harvested
by local fishermen following a fisheries management plan developed with assistance from WWF).
Because the company is still so new, it is too early to judge its conservation impact or financial
success.
World Wildlife Fund publication, 2003 – Financing Marine Conservation

• Portland, Oregon - EcoTrust and Shorline Bank are commercial lenders to green technologies.
EcoTrust is a nonprofit organization based in Portland, Oregon. Their mission is "to conserve and
restore the ecosystems that support life on earth by helping local communities to develop their
capacity to fulfill human needs and maintain ecological integrity." It assists communities throughout
the Cascadia bioregion to find their bearings and devise strategies to protect the temperate rainforests

http://www.ecotrustcan.org/projects/ecodevo/financial.shtml
http://www.newamerica.net/index.cfm?pg=article&pubID=483
http://www.newamerica.net/index.cfm?pg=article&pubID=483
http://www.fao.org/docrep/w3247e/w3247e07.htm
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of the Pacific Northwest. A new bank, created in partnership with Chicago's South Shore Bank, the
country's leader in community development financing, provides financial assistance to environmental
entrepreneurs in the region. Technical and marketing assistance are also available through EcoTrust
partners.  EcoTrust has created the Natural Capital Fund. The Fund makes investments in key sectors,
businesses and projects which significantly enhance the capacity for appropriate development and
conservation in the coastal temperate rain forest region. The Fund is intended to serve as a catalyst,
leveraging other investments through partnerships, joint ventures and other collaborations. As the
ventures mature and are able to access other sources of funds, such as bank financing, the Fund
investment will be recovered and redeployed.  In August 2001, VanCity Credit Union and Ecotrust
Canada, in collaboration with Western Economic Diversification, launched the new Conservation
Finance program. The program allows VanCity to draw from Ecotrust Canada's experience in
mission-based lending, and expands Ecotrust Canada's reach in two ways: the partnership makes a
total of $7 million in lending capital available to entrepreneurs, and VanCity is able to meet needs in
non-coastal areas of the province not served by Ecotrust Canada. We are very pleased to be working
with a progressive institution such as VanCity, and hope they inspire other financial institutions to
follow their example. 
http://www.ecotrustcan.org/projects/ecodevo/financial.shtml

• Tax-breaks for environmental investment in the Netherlands where the government passed a law
making interest and dividends earned on money invested in officially sanctioned environmental funds
(called “Green Funds”) tax exempt. To be eligible for this exemption, the “Green Fund” must be a
part of an approved Dutch Financial Institution and must invest its money in “environmental projects”
as defined by the government. In other words, it must invest at least 70 percent of overall capital in
projects that have been approved by the Dutch government through the Ministry of Housing, Spatial
Planning and Environment. Since its inception, this simple law has mobilized substantial funding for
qualifying environmental projects. Between 1992- 1997, this instrument mobilized a total of almost
$1.4 billion for environmental projects
http://www.newamerica.net/index.cfm?pg=article&pubID=483

• Private Commercial Venture Financing: The Forestland Group (TFG) is a second example of a
dedicated sector-specific fund focused on forestry. Unlike Xylem, a central aspect of TFG is that it
focuses on natural forest lands which are, or can be, managed in very long-rotation sustainable
harvesting regimes. TFG's investment strategy focuses on natural and regenerated hardwood and pine
forests, believed to be undervalued emphasizing properties where biological growth can result in
dramatic increases in value as timber moves into higher product classes. 
http://www.fao.org/docrep/w3247e/w3247e07.htm

__________________________________________________________________

31.  Watershed Conservation Fees and Protection 

• One of the most valuable ecological services that protected areas provide is the conservation of
forested watersheds that supply downstream communities with water for drinking, irrigation, and
hydroelectricity. In most cases, this is basically provided as a free service. But some countries now
require water users to pay for this.  In Quito, Ecuador, water consumers may soon be required to pay
a small surcharge on their monthly water bills to maintain the forest cover of the watershed that
supplies the city with drinking water.  Colombia’s 1993 Environment Law requires hydroelectric
plants to transfer 3 percent of their revenues to regional governments, and an additional 3 percent to
municipal governments, to carry out watershed conservation projects and sanitation projects. The law
also requires any entity that invests in water projects to use 1 percent of the amount invested to pay

http://www.worldwildlife.org/conservationfinance/pubs/cf_book.pdf
http://www.mtnforum.org/resources/library/kochx02a.htm
http://www.mtnforum.org/resources/library/kochx02a.htm
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for watershed protection. In addition, provincial and municipal governments are required to spend 1
percent of their total budgets to purchase lands that protect municipal water sources.  In Laos, the
developers of a proposed US$1.3 billion hydroelectric dam agreed to make payments of US$1 million
per year for 30 years into a watershed conservation fund. The proposed fund would be used to protect
the pristine forests and endangered wildlife on the steep mountain slopes above the dam.  Conserving
these forests would also prevent the dam from silting up and thereby would extend the dam’s useful
economic life by more than 50 percent.
http://www.worldwildlife.org/conservationfinance/pubs/cf_book.pdf

• Perrier Vittal S.A (Case Study)  - A commercial water distributor underwrites watershed protection

• New York City, NY (Case Study) - Easements to insure water quality in the worlds largest city

• Australia Watershed Protection (Case Study) - Irrigators Finance Upstream Reforestation

• Watershed Payments  - Colombia, Irrigators Pay Upstream Landowners for Improvement of Stream
Flow In the extremely fertile Colombian Cauca River basin water became scarce in summer while
floods were to be experienced in the rainy season. Furthermore, in the late 1980's the rapid urban,
industrial, and agricultural development resulted in sedimentation in irrigation channels. Farmers
were especially affected by the problems because Colombian laws require that domestic users are
provided with water first.  In the late 1980's and the early 1990's farmers formed more than 12 water
user associations in the different sub-watersheds and decided to pay upstream forest landowners for
the management of their forests. The third participant at the scheme was the public Cauca Valley
Corporation (CVC), the regional environmental authority that is responsible for water allocation and
the protection of the resources within the area since 1959. The CVC manages the fund.
http://www.mtnforum.org/resources/library/kochx02a.htm

• Watershed Revenues Study – Philippines, participants are local resource users and a multi-sectoral
MFR Watershed Management Council, that is to implement the extensive MFR Master Plan. Until
1999, the reserve was managed by the University of the Philippines, Los Banos (UPLB), whose Vice
Chancellor for Community Affairs now serves as Chairman. Council members come from the UPLB
College of Forestry and Natural Resources and the Makiling Centre for Mountain Ecosystems, as well
as from sectoral user groups. Until now, revenues for the fund are only collected from tourists and
other users of the recreation facilities. Water users shall be charged in the future.  The program
includes e.g. higher entrance fees to the botanical gardens and newly introduced fees to major sites of
the reserve. As part of the overall strategy, local water users agreed to pay an additional water usage
fee of $US 0,014 / m3 to help finance watershed protection activities. This amount of the watershed
management and protection fee was established after conducting a willingness-to-pay survey among
farmers and private households in the area. According to this survey, the water users would have
agreed to pay an even higher water fee. In addition to the fee, electric power generators provided
seedlings for upstream reforestation efforts. The research necessary to develop the program was
partly financed by the UNEP.30   In contrast to the other examples, no upstream household is
compensated for its service. Conservation activities are conducted by the Watershed Management
Council and forest users are restricted by fees. For example, they have to pay for the gathering of
forest products.   
http://www.mtnforum.org/resources/library/kochx02a.htm

http://www.fate.net.au/glance/#conservation
http://www.newamerica.net/index.cfm?pg=article&pubID=483
http://www.newamerica.net/index.cfm?pg=article&pubID=483
http://www.newamerica.net/index.cfm?pg=article&pubID=483
http://www.newamerica.net/index.cfm?pg=article&pubID=483
http://www.ncpa.org/pi/enviro/envpd/pdenv74.html
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• NSW, Australia - Kangaroos as a commercial product, encouraging sustainable catchments: NSW,
Australia.  The FATE Program is an Australian Museum initiative that aims to investigate the value
of sustainability using native species in Australia's threatened ecosystems to enhance the long-term
conservation of Australian biodiversity and through this process to increase the resilience and
economic viability of rural and regional Australia. It seeks to encourage the development of
commercial activities by rural communities that involve the sustainable use of native plants and
animals and to monitor the ecological, economic and social consequences of these activities.
http://www.fate.net.au/glance/#conservation

____________________________________________________________________________________

32. Tax Credits/Easements

• Costa Rica - “National Private Wildlife Refuges” are exempt from property taxes which encourages
landholders to engage in conservation. A similar system exists in Brazil where areas designated by
the government as “private reserves” are exempt from property taxes.
http://www.newamerica.net/index.cfm?pg=article&pubID=483

• Costa Rica  - an interesting variation on tax incentives comes from Costa Rica where the government
has instituted a “transferable reforestation tax credit” (Panayatou, 1994). Landowners who keep their
land under forest or plant native species of trees receive a tax credit. Since tax benefits tend to accrue
largely on large land owners, the government has allowed these tax credits to be tradable so that small
land owners can sell their credits to their wealthy counterparts with higher taxes to offset.
http://www.newamerica.net/index.cfm?pg=article&pubID=483

• Brazil - the government passed a law allowing property owners to declare their lands as “Private
Reserves of Natural Patrimony” (Reservas Particulares do Patrimônio Natural - RPPN), in return for
receiving certain benefits – especially exemptions of the Rural Land Tax (Imposto Territorial Rural -
ITR) – for all of the lands they declared as RPPNs. As a result, some 431,199,00 hectares of RPPNs
are currently under protection in 23 States (IBAMA, 1999). 
http://www.newamerica.net/index.cfm?pg=article&pubID=483

 
____________________________________________________________________________________

33. Buying Natural Resource Concession Rights 

• Buying Concession Rights – (in the United States): Conservation groups in Arizona, Oregon and
Washington want to buy "use rights" to U.S. forest lands -- to preserve them from logging.  Initially,
the U.S. Forest Service said the groups could not bid on the rights if they weren't going to harvest the
timber, since the agency had already spent a lot of money on environmental impact studies -- but one
day later it backed down, blaming the decision on a staff mistake.  Doesn't it make more sense, free-
market advocates ask, to allow the timber industry and environmentalists to use resources they would
otherwise devote to lobbying and litigation to buy the use rights instead?
http://www.ncpa.org/pi/enviro/envpd/pdenv74.html

http://www.conservation.org/xp/CIWEB/newsroom/press_releases/2000/092500.xml
http://www.agr.gc.ca/policy/adapt/success_stories/NB.conservationclub.phtml
http://www.cawg.org/guides/pdf/Vineyard_Wildlife_Action_Plan.pdf
http://www.dep.state.fl.us/parks/district2/paynesprairie/index.asp
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• Buying Concession Rights – (African timber): Conservation International, working with the
government of Guyana, has established a tool for biodiversity conservation, by obtaining an
exploratory lease of 200,000 acres of pristine forest in Guyana as the world's first "conservation
concession."  Under the terms of the conservation concession, Conservation International has leased a
large forest area in Guyana at market rates, and will then protect the area rather than use it to extract
timber. CI plans to use this new market mechanism to protect millions of acres of forest around the
tropics over the next several years.
http://www.conservation.org/xp/CIWEB/newsroom/press_releases/2000/092500.xml

____________________________________________________________________________________

34. Volunteer Organizations

• Agri-conservation Clubs (similar to FMC forest program – great for nonpoint runoff) are a Canadian
agricultural producers organization established in 1999 to encourage producers to develop better
management practices toward environmental sustainability and to improve the long-term viability of
their farm operations. The pilot project was the first of its kind in New Brunswick and the success of
the project has been measured by the results obtained and the links established with other
environmental agencies, groups and associations in the area of the project. To become a member of
the Agri-conservation Club, a recognized agricultural producer must have completed an
Environmental Farm Plan. The Club membership stands at 30 producers from the Southeastern
portion of the province. 
http://www.agr.gc.ca/policy/adapt/success_stories/NB.conservationclub.phtml

____________________________________________________________________________________

35. Unique Habitat Improvement Actions

• The interaction between vineyards and wildlife – (this should have watershed implications by
example): In December 2000, the California Association of Winegrape Growers (CAWG) hosted a
diverse group of agricultural producers, conservationists, agency officials and grower organizations
for a roundtable discussion on vineyards and wildlife habitat. This discussion focused on existing
knowledge about the interaction between vineyards and wildlife, and also helped to identify gaps in
this knowledge. While participants acknowledged significant common ground on many issues, they
also recognized the need for a more formalized inventory of existing, ongoing and needed research.
At the same time, participants realized that a number of on-farm projects and group efforts are
effectively addressing habitat concerns. Ultimately, participants expressed support for educational
efforts and increased research.
http://www.cawg.org/guides/pdf/Vineyard_Wildlife_Action_Plan.pdf

____________________________________________________________________________________

36. Unique On-Sight Fundraisers

• Paynes Prairie Preserve  "Paint Out"  - The North Florida Artists Alliance Association will be
holding a "Paint Out" event at Paynes Prairie April 18 thru the 23rd. Come watch the artists apply
their talents to canvas. Look for special events in all State Parks during the month of May in
celebration of "Florida State Parks" month.
http://www.dep.state.fl.us/parks/district2/paynesprairie/index.asp

http://www.worldwildlife.org/conservationfinance/pubs/cf_book.pdf
http://www.worldwildlife.org/conservationfinance/pubs/cf_book.pdf
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_____________________________________________________________________________________

37. Carbon Sequestration Payments

• “Carbon sequestration” is the absorption and storage by trees and other plants of carbon that has been
emitted into the atmosphere by burning fossil fuels and other activities – and it is one of the most
important ecological services provided by forests. The Climate Change Convention (the Kyoto
Protocol) obligates developed countries to reduce their carbon emissions by significant percentages
below their 1990 levels.  The parties to the Climate Change Convention are now debating whether to
approve rules that would allow developed countries to achieve part of their required reductions by
paying developing countries to conserve (or to plant) forests that can store or sequester such
emissions.  This Clean Development Mechanism could result in the payment of billions of dollars by
industrial countries to developing countries in exchange for the latter’s agreement to conserve or plant
large areas of forests. However, WWF is concerned that the freedom to make carbon sequestration
payments elsewhere might lead developed countries to slacken their efforts to reduce carbon
emissions at home, and might also lead to the destruction of native forests and consequent loss in
biodiversity.
http://www.worldwildlife.org/conservationfinance/pubs/cf_book.pdf

 
38.  Fuel Taxes

• Costa Rica allocates 50 percent of its tax on gasoline and other fossil fuels to finance an
environmental fund called FONAFIFO, which makes payments to small landowners who agree not to
cut the trees on their land for periods of five years. The landowners receive further payments if they
extend their agreement for additional five-year periods. Although the tax is not earmarked for
protected areas, it represents another way of linking carbon emissions and conservation.  The money
raised through fuel taxes could, however, very justifiably be earmarked for protected areas, since
forests do sequester carbon emissions from motor vehicles. In Canada, one gasoline retailer has
increased its market share by offering motorists an opportunity to offset the carbon emissions from
their vehicles by paying a small extra amount for each gallon of gas they purchase. This extra amount
is used to plant trees that will sequester the vehicle’s carbon emissions. However, there is no reason
why such a voluntary surcharge on gasoline could not be used to pay for maintaining existing
protected areas that sequester vehicle emissions. 
http://www.worldwildlife.org/conservationfinance/pubs/cf_book.pdf 
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Case Study:  Perrier Vittel
Worldwide commercial water distributor underwrites watershed protection

Perrier Vittel Exhibit #1:      Bishkek Global Mountain Forum 

Background: In the 1980's, water quality in the Rhin-Meuse watershed in northeastern France was
threatened by intensive agricultural practices of the local farmers.  Thus, companies relying on clean
water for there business, as a bottler of natural mineral water in the area, had to chose between building
filtration plants or continuously moving on to new water sources, or the protection of the water resources.

Participants at the scheme:  Participants are Perrier Vittel, the world's largest bottler of natural mineral
water, who compensates ca. 40 dairy farmers with over 10,000 ha each in a sub-basin of the Rhin-Meuse
watershed.

Legal and economic procedure: In the early 1990's, Perrier Vittel decided that the protection of the water
resources is the most cost-effective option and negotiated contracts with the farmers to reduce nutrient
runoff and the use of pesticides.  The contracts are almost purely private agreements. State institutions
only pay a small percentage of total expenses with the French National Agronomic Institute covering 20%
of the research costs and the French Water Agencies paying 30% of the expenses for building and
monitoring the use of modern barns.  No formal partnership between the private and public sector was
established.  Perrier Vittel pays the farmers for less intensive pasture-based dairy farming and improved
animal waste management, for the elimination of corn cultivation and agrochemicals. The company's
intention is to reduce nitrates and pesticides and to restore the natural water purification functions of the
soil. Vittel pays unusually high compensation for an unusually long time (18-30 year contracts),
"compensating farmers for the risk and the reduced profitability associated with the transition to the new
technology".  Each farm received ca. $US 230 / ha / yr. for 7 years and Vittel spent about $US 155,000
for agricultural investment per farm.  It also provides technical assistance and pays for new farm

Abstract: In the early 1980’s Perrier Vittel S.A., the world’s largest bottler of natural mineral water
decided that protection for it’s water source in France was more cost effective than building filtration
plants or moving to a different source.  The principle problem of nonpoint runoff was resolved by
inducing forty farms covering 10,000 hectares in a sub-basin of the Rhin-Meuse watershed, to practice
pollution reduction techniques and reforest where feasible.  Perrier Vittel made direct long term
payments, and built modern facilities on many farms.  When Perrier Vittel applied the same model to its
location in Contrexville, many of the farms converted to organic produce.

In terms of watershed management, this was a relatively simple project, in that the principle stakeholder
was a commercial party bearing most of the costs, as an investment, to willing, educated recipients.
There was some government research and financial assistance as outlined below, but the example is
decidedly a private venture, requiring no legislative approvals.

Perrier Vittel Exhibit #1: Bishkek Global Mountain Forum 

Perrier Vittel Exhibit # 2: Forest Trends

http://www.mtnforum.org/resources/library/kochx02a.htm
http://www.mtnforum.org/resources/library/kochx02a.htm
http://www.forest-trends.org/resources/pdf/casesWSofF.pdf
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equipment which in exchange is owned by Vittel for the contract period. Over the first 7 years, Vittel paid
ca. $US 24.5 million for the program.  When Vittel purchased Perrier, the model was transferred to
springs in southern France. Other French bottlers are now considering adopting the model.  
http://www.mtnforum.org/resources/library/kochx02a.htm

Perrier Vittel Exhibit # 2:      Forest Trends
 
Background: As water quality declines all over the world, the demand for bottled water is increasing
dramatically and is expected to continue into the future. For those companies that sell bottled water
profitability depends not only on demand but also, and perhaps more critically so, on their ability to
ensure spring water quality at reasonable cost. Companies have typically exploited water sources and
moved on to new ones when water quality deteriorated. But some companies, such as Perrier Vittel S.A.,
the world’s largest bottler of natural mineral water, have come to realize that protection of water sources
is more cost effective than building filtration plants or moving continuously to new sources. In France in
the late 1980s Vittel decided to embark on an aggressive management program.

What service is being financed?  Vittel designed and implemented its program in order to improve water
quality by reducing nitrates and pesticides and restoring natural water purification in a sub-basin of the
Rhin-Muese watershed in northeastern France. Though the program activities include watershed
reforestation and control of non-point source pollution from commercial activities, its major focus is on
agriculture and is based on the assumption that improvement of farming activities can restore water
quality to desired levels. The technological farm package includes pasture-based dairy farming, improved
animal waste management, and elimination of corn cultivation and agrochemicals.  The company has
succeeded in reducing non-point pollution - something that the government water agencies has done with
only limited effectiveness. But water quality monitoring before and after program implementation will
establish whether the total program is effective enough to meet Vittel’s needs for water of high quality.

 Who is paying for it?   Vittel has paid for the program at a total cost over the first seven years of
approximately US$24.5 million. (Agence de l’Eau, 1999). The French National Agronomic Institute
(INRA) financed 20% of the research and the French Water Agencies pays for 30% of the expenses for
building modern barns to improve animal waste management and for monitoring the appropriate use of
these buildings.  

What instruments are being used?
• Property acquisition: For an estimated US$9 million Vittel purchased 1,500 hectares of agricultural

land around the Vittel springs. It enticed landowners to sell their lands by offering prices higher than
the market price and by offering to give back to those farmers willing to improve their management
practices a free usufruct of the land. 

• Compensation for services: Vittel signed 18 to 30 year contracts with farmers who agreed to switch to
less intensive dairy farming technology and pasture management. Such agreements cover about 40
farms consisting of over 10,000 hectares of farmland.

• Vittel does not make payments based on the relationship between pollutant contents and water quality
but rather compensates farmers for the risk and the reduced profitability associated with the transition
to the new technology. Vittel pays each farm about US$230 per hectare per year for seven years. The
company spent an average of US$155,000 for agricultural investment per farm or a total of US$3.8
million. Provision of income support for such a long period of time is very unusual. European Union
subsidies are allocated a year at a time. 

http://www.forest-trends.org/resources/pdf/casesWSofF.pdf
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• The level of subsidy is also unusually high. On average subsidies account for 75% of the farms’
disposable income (INRA 1997). The company also provides the farmers with free technical
assistance and pays for new farm equipment and the modernization and construction of farm
buildings. In exchange, Vittel owns buildings and equipment for the period of the contract and has the
right to monitor their adequate use.  

 What are the lessons for designing similar systems?  When Vittel purchased Perrier and Contrexeville, it
exported the approach to these companies.  The Contrexeville Springs are close to Vittel in northeast
France and the model was easily expanded. The Perrier springs are located in southern France in an area
of vineyards and intensive wheat cultivation where phosphates and herbicides are the main sources of
water pollution. There, Perrier successfully introduced biological agriculture to 20 farms that cultivate
approximately 350 hectares of cereals and 200 hectares of vineyards and regularly monitors over 900
hectares of land. The highly favorable market conditions for organic produce made significant
contribution to the rapid adoption of improved farming practices around the Perrier springs. Other French
bottlers - Evian and Volvic - have considered using Vittel’s experience as a model. Several issues may
affect the potential for transferability:

• Scale: The Vittel model may be difficult to use in a larger geographic area or in an area with a greater
number of farmers.

• Timing: If quality drinking water is needed immediately, Vittel’s agricultural and forestry practices
may not be able to achieve water quality targets rapidly enough to avoid the need for purification
plants.

• Private sector profitability: Given the level of investment required, the Vittel model would, absent
significant public sector financial support, appear to be restricted to highly profitable industries or
industries with a rapidly growing demand for their product.

Cost benefit analysis based on cost of alternatives to pasture management: Whether such a program
would be economically justifiable must be examined case by case. In the Vittel case INRA conducted a
cost-benefit analysis comparing the cost of water filtration through filtration plants and through pasture
management.  Based on the assumption that one hectare of well-managed pasture produces an estimated
3,000 m3 of drinkable water per year, the study concluded that the program was economically justifiable. 

http://www.forest-trends.org/resources/pdf/casesWSofF.pdf
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Case Study  New York City
Easements to insure water quality in the worlds largest city

 
 New York City Watershed Exhibit #1:      Forest Trends  

Background: New York City’s nine million residents receive 90% of their drinking water supply from the
predominantly rural Catskill and Delaware watersheds located about 125 miles from the city.  Combined,
these watersheds cover an area of approximately 1,600 square miles with a population of around 77,000.
Forests constitute 75% of the total land area in these watersheds and support a stable forest industry with
approximately 130 timber harvesters. The smaller and more industrialized Croton watershed supplies the
other 10% of New York City’s drinking water.

The quality of the drinking water provided by these watersheds had historically been very high but in the
late 1980’s there was a growing concern about microbial contamination. In 1989 the United States
Environmental Protection Agency (EPA) initiated a requirement that all surface water supplies be filtered,
a requirement that could be waived if existing treatment processes or natural conditions provided safe
water. In response to the EPA New York City built a filtration plant for the Croton watershed but in the
Catskill/Delaware watershed decided to develop a program based largely on improvement of watershed
management. The city hoped that this program would improve water quality so that an additional
purification plant would not be necessary. As a result of its actions the city received a temporary filtration
waiver from the EPA 

The Watershed Agricultural Council (WAC), a local organization, was formed to provide leadership to
improve land use practices and to support the economic development of local communities. The Catskill

Abstract: In  1989 the EPA initiated a requirements for drinking water, that all surface water supplies be
filtered unless existing treatments or natural conditions provided safe water.  New York City had
historically enjoyed superior water from the Catskill and Delaware watersheds, but agriculture runoff
and deforestation were degrading the water quality such that technological filtration would have cost a
minimum of $6 Billion dollars.

As an alternative New York City upgraded the natural watershed and safeguarded its future through a
series of financial transactions entailing less than $2 Billion .  The case study is of unusual interest due to
its innovation, management and use of multiple financial tools, including taxation and bonds to purchase
a combination of land, development rights, encourage quality timber standards, and engaging over 300
farmers in non-pollutant farming. 

New York City Watershed Exhibit #1: Forest Trends   (edited)

New York City Watershed Exhibit #2: Bishkek Global Mountain Forest  

New York City Watershed Exhibit #3: N.Y.C. Department of Environmental Protect
(full details)

http://www.forest-trends.org/resources/pdf/casesWSofF.pdf
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Watershed Development Corporation (CWDC), a non-profit organization, administers the watershed
program for the Catskill watershed. What water-related ecological service is being financed?  The key
assumption upon which the program is based is that improvements in farm and forestry practices will
significantly reduce microbial pathogens and phosphorus in the water.

The key uncertainty is whether this initiative can achieve standards of water quality in the time allotted in
the EPA waiver.  The major components of the NYC program in the Catskills/Delaware area are:
 • Upgrading and rehabilitation of infrastructure: The City paid $472 million to upgrade and rehabilitate
city-owned sewage treatment plants, dams and water supply facilities.
• A watershed program: The watershed program consists of purchasing conservation easements from
farms, promoting forest and agricultural best management practices, instituting education and outreach
programs, and working with the US Department of Agriculture on the Conservation Reserve
Enhancement Program (CREP).
 
Who is Paying for it: The City of New York paid the initial costs of the watershed program with state,
federal and the local governments within the watershed area providing supplementary funding later in the
process. The construction costs of an additional filtration plant were estimated at $6-8 billion with an
additional $300-500 million needed for annual operating costs. Faced with such costs, the city agreed to
invest $1.0 to $1.5 billion over ten years in a watershed program principally financed by a 9 % percent
increase in the taxes on water bills over a five-year period. Building a new filtration plant would have
required a twofold increase in taxpayers’ water bills.
• Financing:

- Taxation: Additional taxation on NYC water bills. (Beneficiary pays)
- NYC Bonds
- Trust Funds: Set up and financed by NYC.

• Compensation to landowners:
- Cost-sharing/Subsidy Program: Subsidies to farmers and forest landholders for any additional costs
associated with the adoption of best management practices.
- Logging permits for forest management improvements: Government provides logging companies
additional logging permits in return for improvement of forest management services.
- Differential land use taxation: Property tax reduction for better land management practices.

• Property transfer:
- Government acquisition and transfer of development rights. Distribution of government owned
land development rights to farmers and landowners in exchange for agreements to follow best
management practices.
- Conservation easements. Government purchase of conservation easements from private
landowners that require retirement of certain ecologically significant land from production.
- Purchase of hydrologically sensitive land.

What are the lessons for designing similar systems? The approach used by NYC can only be cost-
effective and politically acceptable if the cost of the watershed program is less than the cost of the
additional filtration plant(s), and if the water users are willing to be taxed to support the cost of the
program. These factors rarely exist except when there is a large downstream population benefiting from
the hydrological services from upstream landowners and a manageable number of upstream landowners.
NYC authorities used as its model a similar program in the Netherlands. The approach may not be widely
applicable in the United States because most cities already have sufficient filtration plants and the
watersheds surrounding the cities are more commercially and industrially developed and more densely
populated than in the Catskill/Delaware area.
http://www.forest-trends.org/resources/pdf/casesWSofF.pdf   

http://www.mtnforum.org/resources/library/kochx02a.htm
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New York City Watershed Exhibit #2:      Bishkek Global Mountain Forest

Background: New York City (NYC) obtains 90% of its drinking water from the mostly rural Catskill /
Delaware watersheds which are located about 200 km from the city. There are 77,000 people living in the
area and some 350 mostly dairy farms are operating. In 1989, a new law came into force, according to
which drinking water had either to be filtered or a watershed control program had to be established to
minimize microbial contamination. A new filtration plant would have cost the city $US 7-9 billion
including operation costs for 10 years. 

Participants at the scheme: In order to avoid the costs for the new filtration plant, in 1992 NYC entered
into an agreement with the watershed's farmers, forestry landowners, and timber companies. Although
participation is voluntary, in December 1999 more than 85% of the farmers already participated in the
Program and received money from the city. In 1993, the partners created the non-profit Watershed
Agricultural Council (WAC), which was to provide leadership for the improvement of land use practices
and to foster local economic development. Members include farmers and other local leaders, with
representation from the NYC Department of Environmental Protection and other state and local interests. 

The scheme itself - legal and economic procedure:  The 1992 Watershed Agricultural Program (WAP),
which is financed completely by NYC, is managed through the local WAC. The investment of $US 1-1.5
billion over 10 years is financed by a 9% tax increase on NYC residents' water bills over a five-year
period. Among other things, the money is used for research, the development of Whole Farm Plans, and
the implementation of best management practices. For example, dairy farmers and foresters who adopted
best management practices were compensated with $US 40 million, which covered all their additional
costs. Foresters who improved their management practices (such as low impact logging) received
additional logging permits for new areas, and forest landowners owing 50 acres or more and agreeing to
commit to a ten-year forest management plan are entitled for an 80% reduction in local property tax. NYC
also paid $US 472 million to improve and rehabilitate city-owned sewage treatment plants, water supply
facilities, and dams.  According to the WAC, the program has been an overall success so far. It represents
a model in conflict resolution and watershed management. 
http://www.mtnforum.org/resources/library/kochx02a.htm

New York City Watershed Exhibit #3:      N.Y.C. Department of Environmental Protect

New York City's 2001 Watershed Protection Program Summary, Assessment and Long-term Plan
This document, New York City's 2001 Watershed Protection Program Summary, Assessment and Long-
term Plan, serves two purposes: first, it satisfies the New York City Watershed Memorandum of
Agreement (MOA) requirement that the City provide a written evaluation of its performance in
implementing the MOA, with recommendations for needed improvements, by January 21, 2002. Second,
it constitutes the City's long-term plan for watershed protection and application for an extension of the
filtration waiver issued by the United States Environmental Protection Agency (EPA), pursuant to the
May 1997 New York City Filtration Avoidance Determination (FAD).

The report has been prepared by the New York City Department of Environmental Protection (DEP) and
is the single most comprehensive evaluation of the City's watershed protection efforts to date. The report
details the significant achievements made by DEP and its partners in designing and implementing the
overall watershed protection program. Further, it uses information from DEP's comprehensive water
quality monitoring and modeling programs to confirm that the quality of Catskill/Delaware remains high
and that specific watershed protection programs are beginning to yield benefits. Specifically, the City
continues to easily meet all the objective water quality criteria of the Surface Water Treatment Rule. In

http://www.nyc.gov/html/dep/html/fadplan.html#fulldocument
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addition, specific efforts - waterfowl management, Kensico stormwater controls, wastewater treatment
plant upgrades and inspections - are showing quantifiable improvements in localized water quality.

Based on the foregoing, the City has crafted a proposal to extend the watershed protection efforts and
secure another filtration waiver. This proposal, detailed in Chapter 6 of the report, commits the City to
continue, and in some cases significantly expand, certain ongoing programs that target key potential
pollution sources. Included are the Land Acquisition Program; the Watershed Agricultural Program; the
Waterfowl Management Program; the Septic Remediation and Replacement Program, and the Stormwater
Retrofit Program administered by the Catskill Watershed Corporation (CWC); the New Infrastructure
Program for the first seven identified communities; the Wastewater Treatment Plant Upgrade Program;
the Stream Management Program; and the programs designed to protect the Kensico Reservoir.

In addition, the City will undertake a number of new initiatives. Among these are the Community
Wastewater Management Program, to address wastewater problems in certain identified smaller hamlets
and villages; a Septic Operation and Maintenance Program, that will support proper operation and
maintenance of septic systems west of Hudson; a house-to-house septic survey in the West Branch and
Boyds Corner Reservoir basins to identify failing septic systems; funding for CWC and county staff
throughout the watershed to undertake comprehensive watershed planning efforts and to identify and
prioritize community stormwater needs; a study to evaluate engineering options for reducing levels of
turbidity leaving the Schoharie Reservoir; certain efforts to control nonpoint source pollution in east of
Hudson Catskill/Delaware basins; and a commitment to design and construct an enhanced disinfection
facility for Catskill/Delaware water if such a facility is deemed feasible by EPA.

New York City's 2001 Watershed Protection Program Summary, Assessment and Long-term Plan:
fadplan.pdf (21 MB). This file requires the Adobe Acrobat Reader 4.0
http://www.nyc.gov/html/dep/html/fadplan.html#fulldocument

http://www.metrokc.gov/mkcc/News/2002/0702/RM_LP_EFT.htm
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Case study: Washington State
Instructional failure to secure  $185,000,000 for a 300,000 acre easement
 

Washington State Exhibit #1:     Evergreen Forest Trust Press Release
 
Evergreen Forest Trust and Weyerhaeuser Company today announced they have agreed on terms of a
purchase and sale agreement concerning approximately 100,000 acres of forestland in the foothills of
eastern King and Snohomish counties in Washington state.  Evergreen Forest Trust is pioneering a new
forestland ownership and management concept. Created by regional business, political and environmental
leaders, the Trust defines itself as a non-profit forest conservation company. It will continue to harvest
timber from the land, but it will also preserve sensitive areas near rivers and steep banks. The Trust’s
overarching goal is to keep forestland near growing, urbanizing areas from being converted to other uses. 

The land transaction announced today is the Trust’s first acquisition. The property will now be called the
Evergreen Forest at Snoqualmie. The Trust plans to finance the $185-million transaction by selling
Community Forestry Bonds™. This innovative financing approach needs a clarification of federal tax law
to permit issuance of tax-exempt revenue bonds. The transaction, which is contingent on the
Trust successfully obtaining financing, is expected to close by mid-summer.  A conservation easement
held by the Cascade Land Conservancy, which helped negotiate the transaction, will preserve the most
sensitive areas and provide additional environmental protections for the entire parcel. “The Evergreen
Forest at Snoqualmie project guarantees that this magnificent landscape will remain as forestland
forever,” said Gerry Johnson, president of Evergreen Forest Trust and the managing partner of the Seattle
law firm Preston Gates & Ellis LLP.

Abstract:  Evergreen Forest Trust, a nonprofit that agreed to buy from Weyerhaeuser Co. about 100,000
acres of timberland east of Seattle for $185 million. The trust would protect the land from development
by using a potentially groundbreaking financing plan.  The proposal has timber companies and the
environmental community abuzz, largely because of its innovative financing mechanism.  The trust
would raise money by selling tax-exempt revenue bonds and pay off the debt by gradually selling timber
in its just-acquired forest.  

The proposal broke ground on several levels. It borrowed a financing mechanism commonly used by
nonprofit hospitals and governments; it will give environmentalists a new role as timberland managers;
and it creates a new source of money for timberland purchases. 
 http://www.bizjournals.com/seattle/stories/2002/02/04/story4.html
 

Washington State Exhibit #1: Evergreen Forest Trust Press Release
 
Washington State Exhibit #2: Senator Patty Murray

Washington State Exhibit # 3: Seattle Times

Washington State Exhibit # 4: Associated Press
 

http://www.usforestcapital.com/pdf/EFT_News_Release_011602.pdf
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Evergreen Forest Trust & Weyerhaeuser
“Weyerhaeuser recognized the public benefits of keeping this parcel forested and agreed to sell it to the
Trust,” Johnson continued. “Forestland owners near urban areas face increasing pressure to convert their
land to higher-value uses, including residential and commercial development. Evergreen Forest Trust’s
ownership ensures the land will remain as a working forest and removes the pressure to convert it to
development.” Cascade Land Conservancy President Gene Duvernoy added: “Although timber will
continue to be harvested, the conservation easement placed on the Evergreen Forest will ensure that there
is broader protection for sensitive areas, and that wider preserves are maintained along steep banks, rivers,
streams, wetlands and lakes.” 

The Evergreen Forest is located within the ranges of the northern spotted owl and marbled murrelet, and
contains habitat for numerous salmon species and other wildlife. It includes: two major rivers (North Fork
Snoqualmie and Tolt); numerous smaller rivers (Griffin and Tokul); more than 500 acres of lakes and
ponds; more than 6,000 acres of riparian areas along rivers and streams; and more than 4,000 acres of
wetlands. The purchase price does not include rights to underground minerals and certain aggregate
resources, which are retained by Weyerhaeuser. There are also other pockets of private and public in-
holdings in the area, including land owned by the state Department of Natural Resources.

Evergreen Forest Trust’s board members, in addition to Johnson, include retired Weyerhaeuser executive
Charley Bingham; Cascade Land Conservancy president Gene Duvernoy; Cascade Land Conservancy
board chair Carol James; King County council member Rob McKenna; King County council member
Larry Phillips; Nature Conservancy of Washington board member Bill Pope; and dean emeritus of the
University of Washington College of Forest Resources David Thorud. Johnson said the effort to create the
Evergreen Forest at Snoqualmie was the result of a several-year effort. “This could only have been
accomplished with the leadership provided by county council members Larry Phillips and Rob McKenna,
and with the insight of Charley Bingham, Bill Pope and David Thorud,” Johnson said. “We also
appreciate the creative negotiating skills and vision that US Forest Capital, The Campbell Group and the
Cascade Land Conservancy brought to the table.” Weyerhaeuser Company officials also expressed
enthusiasm for the transaction. “Weyerhaeuser has a long history of cooperation when there is a high
level of public interest in a parcel of our land,” said Richard Hanson, Weyerhaeuser’s senior vice
president of timberlands. “We have sold, donated and traded forestland on innumerable occasions to
accommodate public interest. The Snoqualmie Forest has sentimental value to many of us at the company.
We are pleased that this special land will continue to be managed as forestland.”

After this transaction, Weyerhaeuser owns 1.4 million acres of productive commercial timberland in
Washington state, and manages over 30 million acres in North America. US Forest Capital, a San
Francisco-based financial and forest services company, is pioneering the use of tax-exempt revenue
bonds, called Community Forestry Bonds™, for the purchase of large-scale timberland for conservation
purposes. The company’s partners, Joe Euphrat and Tom Tuchmann, assisted in forming the Evergreen
Forest Trust and are managing the negotiations and financing associated with the transaction. The
Campbell Group LLC is a full-service forestland investment management company headquartered in
Portland, Ore. It currently manages approximately 800,000 acres of forestland in the Pacific Northwest,
including over 500,000 acres in western Washington.  The Campbell Group assisted the Evergreen Forest
Trust in negotiating the transaction and will manage the Evergreen Forest at Snoqualmie on the Trust’s
behalf. It is anticipated that Seattle-Northwest Securities Corporation, Bear Stearns & Co. Inc., and Stone
&Youngberg LLC, will serve as lead underwriters for the Trust. These firms are regional and national
leaders in the underwriting of tax-exempt debt and will be assisting the Trust and US Forest Capital in
arranging acquisition financing. 
http://www.usforestcapital.com/pdf/EFT_News_Release_011602.pdf

http://murray.senate.gov/~murray/releases/02/01/2002116C07.html
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Washington State Exhibit #2:     Senator Patty Murray
Statement by Senator Murray on Weyerhaeuser, Evergreen Forest Trust Effort to Conserve Forest Land 

January 16, 2002:  "Today, I want to congratulate the Evergreen Forest Trust and Weyerhaeuser on their
efforts to conserve private forest land in Washington state. The Trust's purchase of 100,000 acres of
forestland is just one more example of what we can accomplish when we work together.

In 1999 and again last year, I introduced the Community Forestry and Agriculture Conservation Act. The
bill would clarify current law so that local governments around the country -- through community-based
non-profit organizations -- could issue bonds to conserve forestland. I have passed this legislation through
the Senate twice.

Following up on today's announcement, I will continue to work with community groups, local
governments and businesses in Washington State to ensure they have the tax tools they need to protect
priority lands from future development." 
http://murray.senate.gov/~murray/releases/02/01/2002116C07.html

Washington State Exhibit #3:    Seattle Times 
Mindy Cameron / Guest columnist

The complicated work of quiet conservationists 
It's hard to overstate the significance of the remarkable agreement announced this month to preserve a
working forest on the urban fringe of metropolitan Seattle. Any way you look at it, it is a very big deal. 
The numbers are impressive: $185 million for 104,000 acres. And the purpose is sublime: Contain urban
sprawl, protect rivers and streams, employ loggers.  What this means for the Puget Sound region is that a
huge forest, to be called the Evergreen Forest at Snoqualmie — a forest twice the size of Seattle — no
longer will be a target for development.  But to appreciate just how big this really is, it helps to see
beyond the region. If this transaction is successfully completed (more about the "if" factor in a minute), it
could send ripples across the country, especially throughout the West, where land battles are reliably
contentious.  You could even say the Evergreen Forest is a product of such contentiousness. Some
environmentalists issue press releases, seek injunctions and file lawsuits. Others labor quietly to find new
ways of achieving similar ends: conservation of natural landscapes. 

The work of the quiet conservationists is complicated. The Evergreen Forest deal shows just how
complicated.  Negotiations leading up to the Evergreen Forest deal have been under way for a year, but
the financing scheme was developed over six years.  Here's how it works. Weyerhaeuser Co., which owns
the forest along the west slope of the Cascades, has agreed to sell it to the nonprofit Evergreen Forest
Trust for $185 million. The trust will finance the purchase by issuing tax-exempt revenue bonds. Bonds
will be repaid from money earned by continuing to log the forest.  As a private, nonprofit entity
committed to conservation, the trust will assure that the forest is managed with two goals: enough logging
revenue to repay the bonds; protection of views, rivers and streams. 

To achieve the first goal, the trust has hired the Campbell Group, a Portland-based company. Campbell
manages 12 tree farms in the three West Coast states and is the largest private timberland manager in
Washington state.  A key player in the negotiations, the Seattle-based Cascade Land Conservancy, will
help to assure the second goal of the Evergreen Forest Trust. The Land Conservancy will be given a
conservation easement to the most-sensitive lands in the forest, about 20,000 acres. They will be managed
in a more-restrictive way than the remainder of the timberlands. 

http://seattletimes.nwsource.com/html/editorialsopinion/134396419_mindy28.html
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This is truly a model project. Not only is it quite likely the most expensive land-conservation purchase in
U.S. history, but no other deal has been financed this way.  And that gets us to the iffy aspect of the
Evergreen Forest. For this transaction to be completed, and for it to become the national model it deserves
to be, requires action either by the IRS or by Congress.  The best solution lies with Congress. Two years
ago, the Community Forestry and Agriculture Conservation Act was considered by Congress. The key
provision of the act would allow for a nonprofit group, such as the Evergreen Forest Trust, to issue tax-
exempt revenue bonds to buy forest and agricultural lands. 

Why tax-exempt? Because the lands would be managed to achieve conservation goals. It's the same idea
as using tax-exempt bonds to finance hospital construction. The public benefits.  Despite bipartisan
support, including from then-Sen. Slade Gorton, Sen. Patty Murray and Rep. Jennifer Dunn, the
legislation was not enacted.  Lacking that enabling legislation, the Evergreen Forest Trust must get a
ruling from the IRS to allow the sale of tax-exempt bonds to proceed.  Backers are confident they can get
such a ruling, but it would be specific to the Evergreen Forest. That's just dandy for folks in the Puget
Sound area who will gain enormously from this deal, but it does not make this forest a national model as
neatly as would action by Congress. 

Two years ago, support for the proposed legislation was conceptual. Now, supporters have a stunning
example to take back to Capitol Hill, the Evergreen Forest at Snoqualmie.  King County Councilman Rob
McKenna is on the board of the Evergreen Forest Trust. Two years ago, he told a Senate subcommittee,
"We have had enough fighting about our forests." He urged lawmakers "to provide us with a market-
based conservation vehicle."  Today, looking east from Seattle to the Evergreen Forest now protected
from development, those words have even greater meaning, not only for the Puget Sound, but for any
place with lands worth saving. 
http://seattletimes.nwsource.com/html/editorialsopinion/134396419_mindy28.html

Washington State Exhibit #4:     Associated Press
House OKs bond sale for trust to buy land 

Associated press/Seattle Times - 3/20/03 - WASHINGTON, D.C.— The U.S. House yesterday approved
a measure that would allow the nonprofit Evergreen Forest Trust to issue tax-exempt bonds to buy
conservation land in Washington state.  The forest trust had planned to issue bonds to buy the Snoqualmie
Tree Farm from Weyerhaeuser, setting aside some of the land for open space and allowing timber
harvesting on the rest.  But a one-year time line to complete the deal expired in January, and
Weyerhaeuser announced last week it would sell the land to Boston-based Hancock Timber Resource
Group. 

Lawmakers, including Rep. Jennifer Dunn, R-Wash., and Sen. Patty Murray, D-Wash., are urging the
company to work with the forest trust.  "This is an innovative concept that can be a model for other
communities around the nation and potentially for a deal with Hancock," Dunn said yesterday. 

The Evergreen Forest Trust had planned to set aside 80 percent of the Snoqualmie Tree Farm land for
timber harvesting and conserve the remainder as permanent open space. Timber proceeds would be used
to pay off the tax-exempt bonds.  If the legislation passes in the Senate, it would give conservation groups
"an incredibly important financing tool" for future deals, said Gene Duvernoy, president of the Seattle-
based Cascade Land Conservancy and a forest-trust board member.  "I think Hancock ... is a very
progressive company, and I will be interested in talking about conservation options on their property,"
Duvernoy said. 

http://www.citizenreviewonline.org/mar_2003/house_okays.htm
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Murray said she encouraged Hancock officials last week to work toward the deal the forest trust
envisioned.  "It is the right thing to do for our timber workers, for the environment and for the quality of
life we treasure in Washington state," Murray said, noting that she has led passage of similar legislation in
years past, only to have the House reject it. 

"Hancock Timber Resource Group has a long history of working with conservation groups to protect
sensitive lands," Hancock president Dan Christenson said in a recent statement. "We genuinely look
forward to exploring opportunities to protect the sensitive areas of the Snoqualmie Forest as we have done
in the past with many other local communities and conservation groups." 
http://www.citizenreviewonline.org/mar_2003/house_okays.htm
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Case Study:   Australia Watershed Protection 
Irrigators Finance Upstream Reforestation

Australia Watershed Protection Exhibit #1: Bishkek Global Mountain Group

Background: One of the main problems in Australia is the salinisation of land through deforestation,
which causes the groundwater table to rise. The water then brings dissolved mineral salts to the surface.
In the Murray-Darling watershed the Government Agency 'State Forests of New South Wales' (SF) is
responsible for sustainably managing the forest. The Macquarie River sub-watershed, which is
particularly vulnerable to salinity due to its physical characteristics, is particularly affected by salinisation
due to land clearing. 

Participants at the scheme: Participants at the scheme are State Forests of New South Wales and
Macquarie River Food and Fiber (MRFF), an association of 600 irrigation farmers in the Macquarie River
catchment area. MRFF pays for the environmental service that is provided by SF and private upstream
land owners, who represent the third party at the scheme.

The scheme itself - legal and economic procedure: In 1999, SF entered into a 'Pilot Salinity Control Trade
Agreement' with MRFF, according to which MRFF pays the agency to replant trees in the upper
catchment area. This public-private partnership works as follows: The irrigators pay ca. $US 42 per ha
reforested land per year for 10 years to State Forests NSW, purchasing transpiration or salinity reduction
credits which were earned before by the agency through reforestation of 100 ha of land. The revenues of
this trading scheme are used by SF to replant more trees on public and private lands. Private landowners
receive an annuity but the forestry rights remain with SF. The ambitious aim is to restore 40% of the
cleared forest, which is necessary to reverse the salinity process. The agreement does not represent a real
trading scheme yet, because there are only two partners which take part in the trade.

Until today, there have been little problems with implementing the scheme. Because it was mainly
intended as a trial of the use of a market based approach to help control dryland salinity, it already
provided valuable insights in the working of such a scheme (e.g. possible buyers and sellers, definition of
the product). If a full trading scheme is ever to be implemented, one has to deal with the fact that causes

Abstract:  Macquarie River Food and Fiber (MRFF) is an association of 600 irrigation farmers in the
Macquarie River catchment area. MRFF and State Forests of New South Wales pay private upstream
landowners of the Macquarie River sub-watershed, to replant trees in the upper catchment area to
prevent salinisation. The irrigators pay $42 per ha of reforested land per year for 10 years to State Forests
NSW, purchasing transpiration or salinity reduction credits which were earned before by the agency
through reforestation of 100 ha of land. The revenues of this trading scheme are used by SF to replant
more trees on public and private lands. Private landowners receive an annuity but the forestry rights
remain with SF. The ambitious aim is to restore 40% of the cleared forest, which is necessary to reverse
the salinity process. The agreement does not represent a real trading scheme yet, because there are only
two partners which take part in the trade.

Australia Watershed Protection Exhibit #1: Bishkek Global Mountain Group

Australia Watershed Protection Exhibit #2: Forest Trends 

http://www.mtnforum.org/resources/library/kochx02a.htm
http://www.forest-trends.org/resources/pdf/casesWSofF.pdf
http://www.forest-trends.org/resources/pdf/casesWSofF.pdf
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and effects are difficult to determine and that it is therefore not easy to predict the improvement in water
quality downstream that will result from a lower water table due to increased transpiration in the upstream
area. One also has to deal with the free-rider phenomenon, i.e. that MRFF is paying to achieve the
benefits of improved water quality downstream, while all other water users receive those benefits for
nothing.
http://www.mtnforum.org/resources/library/kochx02a.htm 

Australia Watershed Protection Exhibit #2: Forest Trends

Background: The Mullay-Darling watershed covers more than one million square kilometers on the
eastern side of the Australian continent. Land use in the watershed ranges from urban to rural with vast
stretches of wilderness in the northwestern area. Salinity is a natural feature of much of the basin, but land
clearing – particularly in the Macquarie River catchment area - has exacerbated the water salinisation
problem. Loss in vegetation cover results in less water being absorbed and in more water being
transferred to the atmosphere causing an increase in rainfall and a rise in the water table. This rise in turns
brings dissolved mineral salts to the soil surface. The resulting salinity affects crop growth and yields.
State Forests is a New South Wales Government Trading Enterprise responsible for sustainably managing
more 2 million hectares of public native forests and an expanding estate of hardwood and softwood
planted forests. In October 1999, Macquarie River Food and Fiber (MRFF), an association of 600
irrigation farmers, entered into an agreement with State Forests to support tree planting as a cost-effective
strategy. The association purchases salinity credits from State Forests based on the amount of water
transpired from 100 hectares of newly established forest in the Upper Macquarie catchment area. The
State Forests then uses these funds to finance reforestation. 

What service is being financed? Several strategies have been used to reduce salinity in river systems:
pumping and evaporating saline water, planting desalinization plants and replanting trees or other deep-
rooted perennial vegetation. On the land it owns in the upper Macquarie River catchment area State
Forests has used all of these methods but most of its efforts are in planting trees or other vegetation.

Who is supplying the service? State Forests of New South Wales  State Forests, as owners of the upstream
land, earn transpiration or salinity reduction credits by planting trees or other vegetation. The MRFF
downstream water users purchase these salinity credits. Prices are expressed in $ per million liters of
additional transpiration per year, assuming one hectare of forest generates five million liters of
transpiration per year. At the present time the farmers pay $AUD17. per million liter of water transpired
or a compensation of $AUD 85 per hectare per year. They have agreed to do so for ten years. So far the
value of transpiration credits has been established by trial and error. The valuation will ultimately be done
by the market, reflecting the costs of other salinity reduction alternatives and the validity of the present
assumptions regarding forest transpiration. For this to be a true trading scheme, forest cover targets will
have to be established for individual landowners or watershed areas so that the landowners could trade
among themselves.  During the pilot stage there has been no need for changes to state or federal laws. If a
trading system were implemented after the pilot phase, the state or a watershed authority would need to
establish a legal framework and formal trading rules. 
http://www.forest-trends.org/resources/pdf/casesWSofF.pdf

http://www.iied.org/docs/enveco/MES_case_studies.pdf
http://biodiversityeconomics.org/
http://www.conservationfinance.org/Training_guide.htm
http://www.nga.org/cda/files/STATEINVEST.pdf
http://www.lcd.state.or.us/coast/demis/docs/fuss/apdxc.htm
http://www.sustainablebusiness.com/B_Connections/venture_template.cfm
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►   EXTERNAL DATABASES, LIBRARIES, and RELATED TOOLS

• 287 examples of Biodiversity Market Activities from IIED. These cases were drawn from a
range of countries in the Americas, the Caribbean, Europe, Africa, Asia and the Pacific.
http://www.iied.org/docs/enveco/MES_case_studies.pdf

• IUCN Library and Protected area database.  Areas of discussion are Assessment, Business,
Finance, Incentive, Trade, and Valuation, each with numerous Adobe .pdf publications and
additional links.
http://biodiversityeconomics.org/

• ConservationFinance.org  - Online consortium of WWF, TNC, IUCN, UNDP, and others,
providing a database of Conservation Finance examples and training tools.
http://www.conservationfinance.org/Training_guide.htm

• The “State” funded programs for each state in the United States, approx. 300 references -
for the purchase of land, conservation easements, open space preservation, or other conservation
purposes.
http://www.nga.org/cda/files/STATEINVEST.pdf 

• 46 U S Government grant and loan programs that are primarily aimed at improving wildlife
habitat for terrestrial and aquatic species.
http://www.lcd.state.or.us/coast/demis/docs/fuss/apdxc.htm

• Venture Capital for Eco-Business: a website directory link to over 70 sources of
investment capital.
http://www.sustainablebusiness.com/B_Connections/venture_template.cfm
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