" Supporting

*1,,"'5-. —

£ | Ve
f.‘_y'? [ |

Ecgsys emSerwces and

% 'ﬁi':'t:q.

ST A T S R

Carl F. Lucero

iy *E

. ) T . . Acting Deputy Dlrector
, vt d LI USTA Offlcq of Ecqsystpm Services and Markets'

JJJJJ



®)

What are Ecosystem Service Markets?

0 Mechanism for placing value on
marketable natural assets/benefits

0 Platform where services can be bought, -

sold or traded

0 Financial system through which those
recetving benefits can compensate
producers of benefits

Marketable Non-Marketable

s8¢ $98 $$ ¢ Priceless |
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So what do we mean when we call something a “market”



Essentially, an ecosystem service market  brings economic value and market forces to bear on nature’s processes…



Current and emerging markets exist (either nationally or regionally) that provide some payment for ecosystem services are [click]… 

carbon sequestration, water quality trading for nutrient and temperature reduction, wetland mitigation, endangered species mitigation… 



and then there are government programs that pay for conservation activities (such as Farm Bill programs, tax breaks for conservation easements, etc) … not a “market” in the strict sense, but still a method of compensating landowners for conserving or creating ecosystem services.








®)

What makes a Market Successful?

D O

o 0O O O

l.ow transaction costs

Clear rules/protocols for market
transactions and trades

Credible measurements and reporting =

Certainty/low risk — ability to accurately define & deliver benefit
Adequate number of buyers and sellers that are easy to locate

Drivers
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To be successful there must be …



Low transaction costs at the end of the process, the seller has to actually get some compensation that is reasonable and the cost to the buyer cannot be exorbitant



Clear rules/protocols for market transactions and trades – lack of clarity creates risk – a potential killer in a business transaction



A successful market needs Certainty – the ability to accurately define and deliver benefit – you also need trust and transparency – and - followup to ensure that benefit is still being provided – usually through a  contract and monitoring



Adequate number of buyers and sellers – Basically you need supply and demand



Oh and one more thing

The key element that makes markets work are drivers – image, passion, philanthropic, and of course REBGULATION






The Trading Process
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Activities

Riparian planting

pland planting

Wetland restoratlon

Conservatlon easement

Wetland credits™

Water Quality credits -
Carbon credits _

Species credits
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Buyer's agent Seller's agent
Centralized Credit Registry
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Point to Pont Tr_d




What’s Our Role?

Establish a role for Ag and Forestry
Promote the use of Market Mechanisms
Develop Innovative Tools

Conduct Outreach

Increase Awareness

I Ny Ny My
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USDA provides technical and financial assistance to landowners to help them meet their conservation needs.

USDA runs out of funds before it can meet the demand

ECT is not a replacement for our conservation programs

ECT provides another revenue stream that compliment NRCS programs

ECT is not a silver bullet and wont work everywhere but maybe a silver lining to accelerate conservation efforts across the landscape


Technical References

0 Environmental Credit
Trading Handbook

0 Environmental Credit
Trading Information
Series

0 Training Courses




Accounting Tools

Models:

0 Nutrient Trading Tool
2 Comet VR

0 Cole — Carbon online Estimator \ \/

0 1605b Voluntary Registry




Collaborative Efforts

0 USDA/EPA WQT Partnership
0 USDA/FWS/AFWA HCT Partnership
0 Cosponsor of the 12" Mitigation and

Conservation Banking Conference

0 Sponsor of Ecosystemmatketplace.com



Presenter
Presentation Notes
Partnership of Federal research agencies to help determine how our conservation practices perform  

NRCS/EPA – work together to promote water quality credit trading

NRCS/FWS/AFWA – collaborative effort to promote habitat credit trading where appropriate

Cosponsor of the 12th Mitigation and Ecosystem  Banking Conference

Mitigation Banking

Environmental Credit Trading

 Cosponsor of Ecosystemmarketplace.com

References, New Technologies

Emerging Projects, Newsletters


Conservation Effects Assessment Project
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CEAP is an interagency Assessment Program to quantify the impact of conservation practices on water quality and other resources at the watershed scale. This program will standardize approaches for estimating the value of environmental goods and services generated by conservation systems. 

CEAP is an Inter-agency Effort to Quantify Environmental Effects of Conservation Practices



ARS: 14 Agricultural Research Service (ARS) Benchmark Research Watersheds for Long-term coordinated research across a variety of hydrologic and agronomic settings to improve models for the National Assessment and develop policy planning tools 

NRCS: 10 NRCS Special Emphasis Watersheds that focus on livestock, poultry, irrigation and drainage management

CSREES:  13 CSREES Watersheds to evaluate interactions among practices and hydrology in the landscape, factors affecting farmer adoption of practices, outreach




Farm Bill: Food, Conservation, and
Energy Act of 2008

USDA to create a Federal
framework to facilitate

Environmental Services
Markets.

Section 2709 authorizes ‘- L
[ ]




Section 2709

The Secretary is directed to develop:

3 Guidelines to Measure Environmental Benefits

0 A Registry to Collect and Record these Benetfits

d Verification Protocols to ensure these Benefits
are real
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Science-based guidelines and protocols for measuring “environmental service benefits,”

A registry to collect and record these benefits, and

Verification guidelines for a process to verify that a farmer, rancher, or forest landowner who reports an environmental service benefit has in fact implemented the conservation or land management activity that produced the benefit.



Establish technical guidelines that outline science-based methods to: 

measure the ecosystem services benefits from conservation and land management…

report and verify benefits through protocols

collect, record, and maintain measured benefits in a national registry.

Facilitate the participation of farmers, ranchers and forest landowners in emerging markets

Give priority to guidelines for carbon markets




Section 2709

and....

0 Facilitate the Participation

0 Consider the Role of Third Parties

0 Build on Existing Information and Guidelines
0 Consult with Stakeholders
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Facilitate the participation of farmers, ranchers and forest landowners in emerging markets

Consider the role of third parties in conducting independent verification of benefits

Build on existing information and guidelines

Consult with stakeholders




Office of Ecosystem Services and
Markets (OESM)

The Notion is to help build a more unified,
transparent market system where landowners

can actively participate in emerging markets and
investors can trust that they’re purchasing a real
conservation benefit.
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Our aim is to help build a more unified, transparent market system – built on sound science - where landowners, who are the sellers of these ecosystem services, can actively participate in emerging markets, and investors – the buyers – can trust that they’re purchasing a real conservation benefit. 




OESM

Staff:

O Sally Collins — Director

Q Mark Nechodom (Carbon Markets)
Q Carl Lucero (Water Markets)

Q Beth Larry (Ecosystem Services Manager)
O Thelma Strong (Chief of Staff)
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OESM was established on January 22, 2009 to implement the actions in Section 2709 of the 2008 Farm Bill. 

OESM will provide assistance to an interdepartmental “Environmental Services Board”, chaired by the Secretary of Agriculture.  The Board’s charge is to counsel the Secretary in approving quantification standards for environmental benefits, approving a registry to track those environmental benefits, and establishing certification and verification protocols to ensure the benefits are real.



A directive has been approved for the establishment of a Federal Advisory Council (FACA) to provide private sector advice to the Secretary as he moves to meet the above requirements outlined in Section 2709 of the Farm Bill.  A “Request for Nomination” to be on the council is in development and will be published in the Federal Register in the near future.


OESM

Information Gathering:

0 Inventory and Catalogue existing
information

0 Focus on Carbon and Water Quality

0 Research and Analysis
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OESM is building a template to collect information from other Federal agencies to populate a matrix of existing data (standards, models, ongoing research, etc.) to help define the universe of information and to identify the gaps.



OESM will use this data as a starting point in developing standards (through a collaborative effort with other agencies), a registry and verification and certification protocols to enable environmental markets to expand.



OESM intends to focus on Carbon and Water quality first, and follow with wetlands and biodiversity down the road



Based on the matrix, OESM will pursue research to fill the identified gaps necessary to develop standards


The New Administration

d Make government more transparent, inclusive,
and collaborative

d Focus on ensuring that financial assistance
goes where it’s really needed

3 Strong emphasis on scientific integrity
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As you know, we have a new Administration today and I’m sure they have some ideas on how to do this. So what do we know about the new administration and Secretary Vilsack? 

Well we know that the new administration is into making government more transparent, inclusive, and collaborative 

We know there’s a focus on ensuring that financial assistance goes where it’s really needed

And we are seeing a strong emphasis on scientific integrity: the value of science in shaping effective environmental policy. As Obama said in his Inaugural address, “We will restore science to its rightful place….” 




Ecosystem Services and Markets

“I's important to me that the USDA lead efforts to incentivize
management practices that promote and provide clean air,
clean water, and wildlife habitat, and to help farmers

participate in markets that reward them for sequestering
carbon and limiting greenhouse gas emissions.”

- Secretary Vilsack 1/26/09 Radio News Conference
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Perhaps the most critical role for the new office will be to facilitate inter-agency consultation and to leverage expertise across government to ensure consistency in standards and protocol development - to move towards a unified system for registration and verification. So that we in government are operating as one government. …You’ll see the office reaching out across sectors and across a broad spectrum of interests. 


End

For more info...

US DA Carl F. Lucero

= carl.lucero@osec.usda.gov
= (202) 361 - 9772
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