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Climbing the ladder:

from NCA to development outcomes
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Measuring the annual flow of forest benefits
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Value of forests in the Mediterranean

Annual flow of benefits from Mediterranean forests
Mean: US$148/ha
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Source: Croitoru and Merlo, 2005
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Who receives forest benefits?
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Threats to forest benefits
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= Global externalities

= Externalities

» Insecure property rights
= Policy distortions
= Insufficient training
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Conversion to alternative
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Addressing threats to forests in Costa Rica
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PES as a solution to externality problems

No loss of
$ forest value

Biodiversity
conservation
Carbon
sequestration

Biodiversity
conservation

Carbon

. Downstream
sequestration

water services

Biodiversity
conservation

Carbon
sequestration
Downstream

- Downstream
water services i i

I water services

Increased benefits
to land users,
relative to
alternative

Crop
cultivation,
Extraction of Pasture

forest products

Extraction of
forest products

Cost of
implementation

Pagiola, World Bank, 2018 9



Payments for Environmental Services (PES)

Payments that are conditional on
managing natural resources in ways
that generate benefits for others
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Two Kkinds of PES programs

= User-financed PES programs:
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Hybrid PES programs
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Time dimension of PES

${ha
----------------------------------------- R S PES
Non-forest
Opportunity cost ‘I'Payment
* Forest
0 » Year

= Incentive to conserve disappears when payments end

= Requires long-term financing source
= Users (because it’s in their interest)

= Government (through ear-marked funding)

. Costa Rica: 3.5% of fuel tax + 25% of water fees
. Mexico: MXN300 million from water fees + annual budget contribution
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Where do

Peyou need PES?
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Some lessons from PES experience

Understand the problems
Justifying the program
Target payments
Differentiate payments

Evaluate the impact

NCA can help?
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What do we need from WAVES/NCA?

Sub-national differences

= National-level averages not very useful

= Need sub-national data (ideally by watershed or ecosystem, not
administrative units)

Value of forests in Laos
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$

What do we need from WAVES/NCA?

Changes in value of services provided by NC
= QObserved changes over time
= Projected changes under alternative scenarios

For government-financed

Biodiversity PES programs
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Need for differentiated payments

Across watersheds
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Need for differentiated payments

Within watersheds
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Two Kkinds of PES programs

= User-financed PES programs:
Service
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National or local PES program?

= Distribution of benefits and service users
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National program or decentralized local programs?

= National program
= Larger area
= Economies of scale in implementation
= Less efficient “one size fits all”

= Decentralized local program

= Well adapted to local conditions
= Smaller area
= Higher unit costs of implementation
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National program or decentralized local programs?

= Distribution of services
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National program or decentralized local programs?

= Distribution of services

Many areas with substantial externalities—> National program

Forest
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= Help identify ecosystems at risk

= Help understand if responses such as PES are
needed

= Help design the PES response
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World Bank support to PES

People’s Republic 4
of China 6§§
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Since 1998 /
8 completed projects

12 projects under implementation (+ carbon projects)

2 projects under preparation

> USD 100 million a year

> 3 million ha of forest under conservation contracts

Pagiola, World Bank, 2018 26

Ghana

Brazil



World Bank
support to PES: Documenting |
essons
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