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REPORT FROM AN EXPERT WORKSHOP:
TOWARDS A GREEN DEVELOPMENT MECHANISM

INTRODUCTION

The Expert Workshop on a Green Development Mechanigas held on 9-10
February 2009 in Amsterdam, The Netherlands. Thevaas to discuss the potential
for a global financial mechanism aimed at addresdiodiversity loss: a Green
Development Mechanism (GDM). Participants at the rk8loop included
representatives from national governments, the apgivsector, international
organisations, NGOs and academia. (See List ofichRents, Annex A) The
Workshop was graciously hosted by the Netherlandssily of Environment. The
development of the agenda was guided by a Stee@ngup consisting of
representatives from the following organisationdJnited Nations Environment
Programme (UNEP); Secretariat of the ConventiorBarlogical Diversity; World
Conservation Union (IUCN); International Finance r@wation; Ministry of
Environment of the government of the Netherlandy], ahe U.K. Department of
Environment, Food and Rural Affairs (DEFRA-UK). &ldea driving the meeting
was to bring together experts representative ofide wange of experience with
conservation mechanisms and development compensatagrammes, in order to
share experiences and to aid in the formulatiora afommon framework for the
development of a GDM. (Agenda for a GDM, Annex Bhe Centre for Law &
Economics for Environment and Development (CLEEDYniversity of Cambridge
and UCL provided the background documents anddaate rapporteur for the
Workshop.

The objectives of the Workshop were as follows:

1) To establish whether there is a valid case 1GIDaM. This case rests partly on
the significance of biodiversity loss as a glopabblem. It also relies on the
absence of existing instruments to address thademo

2) To agree on the necessary features that a GDIst imave if it is to be
effective.

3) To develop one or more proposals for the for@aM might take.
4) To generate a possible plans of work for théhferdevelopment of a GDM.

The structure of the Workshop was based arouncdetiobgectives, with plenary
sessions and smaller Working Groups to discusstandevelop possible starting
points for GDM proposals. The Workshop was supplieth a Background Paper
providing technical information on the range of aggches and options available. It
was also supplied with a working paper entitled rogesal for a GDM, which

provided a starting point for the discussions by different Working Groups. (both
published on the CLEED website) This Report from Experts Workshop was
developed as an amalgam of the background papeatstten results from the

Workshop and the comments received throughout phatess. It is intended to



provide an indication of the ways forward that available as potential avenues for
further investigation for the development of a GDM.

Section A of this Report addresses Objective 1 @hpkctive 2 from the meeting. It

first examines the nature and implications of th&bfem of biodiversity loss. It then

looks at why existing mechanisms have so far notessfully addressed the problem.
Lastly, Section A sets out the agreed requirementany mechanism aimed at
reducing biodiversity loss.

Declines in biodiversity at the global level areven by conversion of natural

resources for development purposes. This converssnlargely occurred already in
developed countries, but is taking place today anyndeveloping countries. Given
this, a global mechanism for protecting biodiversshould provide a means for
transferring financial resources to biodiversitshrideveloping countries. This is
necessary in order to compensate for the oppoytwasts (in terms of foregone
development) of continuing to host biodiversity.eTlDM needs to generate an
ongoing source of finance for biodiversity consénma It must also provide a

framework through which suppliers of biodiversityanc be identified and

compensated. Finally, any GDM proposal should adersthe governance issues
surrounding implementation, monitoring and enfoream

Section B outlines the four proposals developedthyy Working Groups. Each
proposal addresses both the demand for, and thptysofp biodiversity conservation.
Each one also considers mechanisms for matchinglysignd demand, and the
systems required for monitoring and enforcementtireed outcome.

The four proposals considered at the Experts Mgetire:

1) Tradable Conservation Obligations

2) Offsets with international support
3) Biodiversity footprint taxation with structwesupply
4) Greening of commodity imports.

Section C of the Report sets out a possible plamook for further development of a

GDM. The first stage is to select the one, or gagdivo, most promising proposals

for more detailed examination. For each of the psafs, there are potential pilot

activities that could be implemented, or are alyeadder way. These can provide
additional information on the likely feasibility dnmpacts of the mechanisms. There
are also options for small scale or voluntary idtrction of any of the proposals in

advance of implementation of a complete global raaidm. Section C also provides
a timetable of events and activities that provigpartunities for ongoing engagement
with the stakeholder groups that have interestseérdevelopment of a GDM.

In sum, this Report from an Experts Meeting is nidied as a contribution to the
project of developing a proposal for a GDM. It ydes some structure to the
discussion without foreclosing any options at jbiscture. The object of this Report
is to start the discussions regarding what is rezggsto the development of a
successful GDM, and to initiate a process that ttiglthat development. The hoped
for conclusion to this process is the placemerd pfoposal before COP-10 in Japan
2010.



SECTION A: FRAMEWORK FOR A GREEN DEVELOPMENT
MECHANISM

The Expert's Meeting commenced with a discussionthid Case for a Green
Development Mechanism, and what its constituentsgard purposes would be.

There were some general points of agreement anienlyléeting participants. These
are discussed in detail below, but they can be sanmsed as follows:

1) There is a clear need for an international meisia that will help to generate
trans-boundary payments to compensate hosts ofveisity for their opportunity
costs of conservation. This conclusion arises fagmeement that:

- Global biodiversity loss is a serious problemd axisting mechanisms for
conservation are insufficient to address it effeii.

- Much of the world’s biodiversity exists in devplog countries, while natural
ecosystems have largely been converted in developextries. This means that
many of the costs of biodiversity conservation vii# incurred in developing
countries, while the benefits accrue globally.

2) Habitat conversion is the primary driver of hiasity loss. However, other

factors such as overexploitation of resources,upioth and climate change impacts
are also important. A GDM should therefore focusreducing rates of conversion,
but may also need to address other drivers. Thiddcaclude providing incentives

for sustainable resource use or non-polluting pctdao methods.

3) Some form of regulatory mechanism will be regdiin order to achieve the
scale of financial flows necessary to effectivelgliekr biodiversity protection.
However, this may be preceded by voluntary acésitas part of a demonstration
phase of implementation.

4) A GDM will need to be compatible with existinglgy instruments. This
applies to both voluntary and national mechanisondiodiversity conservation, and
to related global instruments such as the Cleare@pment Mechanism.

5) The effective operation of any GDM will be dedent on the prior removal of
perverse subsidies. Otherwise, funds for biodiwergrotection will be competing
with subsidies for land conversion or unsustainédlels of production.

6) There is a clear mandate for a role for the GBiEhe development and future
implementation of a GDM.



Case for a Green Development Mechanism

The diversity of biological resources is decliniafj the ecosystem, species, and
genetic levels. At the ecosystem level, significlisses are occurring due to human
activities. For example, global forest area has\bbeduced by 40% over the past 300
years, and continues to decline at a rate of 1Bomiha per year (FAO 2005). There

have also been reductions in mangrove area of 3b&ei last 20 years (MA 2005),

and a decline in hard coral cover on reefs from Sfer to 10% over 30 years

(Gardner et al. 2003). Rates of species extindtawve risen, with 25% of mammals

and 12% of bird species threatened (IUCN Red Listen where species are not lost
altogether, reductions in genetic diversity arermosis issue.

There are two key ecological consequences of baoslity loss. The first relates to
declines in ecosystem function, and the secondetluations in the resilience of
ecosystems. Through its impacts on ecosystem tmnotl, as well as the direct
provision of tangible and intangible benefits, buaasity has significant economic
value at multiple spatial scales. At the local leitecan provide both productive and
consumptive direct use values such as harvestsoof &nd non-food products. The
contribution of biodiversity to ecosystem servicesften experienced at the national
or regional level. These include benefits suchhasprotection against flooding and
water quality improvements provided by intact mawgs or wetlands. Recreation
and amenity benefits of biodiversity can be expee at the local, national or
international level, and the values can be conaluler

Although these values of biodiversity are extremhportant, they alone do not
provide justification for aylobal mechanism for biodiversity protection. Benefitstsu
as harvests of natural products or recreation@iaes are private benefits. As such
there is scope for capturing them through existimayket mechanisms. Public good
values that occur at the national level may requmtervention, but this can be
implemented by national governments. In some casass-boundary agreements
may be required for regional ecosystem services.

Global benefits of biodiversity include the valuegenetic information, contributions
to the provision of global ecosystem services sagltarbon sequestration, and non-
use values for both biodiversity as a whole andti@r preservation of individual
species. These represent substantial welfare liedacas biodiversity declines. In
addition, the impact of biodiversity on ecosysta@silience constitutes a global public
good that is fundamental to life. All of these \edualso require institutional
mechanisms at the global level in order to captioeen. As a result, the mechanisms
proposed in this report are primarily aimed at gepg global use and non-use
benefits of biodiversity, so that these uses acewatted for in local and national level
decision-making.

One important feature of biodiversity is that itnet evenly distributed around the
globe. Specifically, diversity tends to increasevdods the equator, and the most
species rich environments are moist tropical fareShese cover 7% of the world’s
surface and may hold up to 90% of the world’s tefacies. Coral reefs and areas of
Mediterranean climate in South Africa and southwasdtralia also have high levels
of biodiversity (CBD 2004). The result of this isat the majority of the world’s
biodiversity is located in developing countries.



The immediate drivers of biodiversity loss relatettie destruction of, or damage to,
habitats and ecosystems. Habitat conversion foranuattivities is the largest single
driver, while other important factors include th@roduction of invasive species,
disease, overexploitation, pollution and climatarayes (MA 2005).

All of these underlying drivers are the result oblgems of externality, whereby the

full social costs of economic activities are not@mted for. Specifically, the private

costs and benefits may be those of individual fasmprivate firms, or consumers

who make use of biodiversity or natural resourddse social costs and benefits,
including the costs of biodiversity loss descrilsgbve, may be experienced at the
level of the community, the country, the regionabrthe global level (Pearce and
Moran 1994). The effect of this is that any mechanifor reducing losses of

biodiversity must alter the local decision-makdasid use calculus in order to correct
for the divergence between private and social cestsociated with particular

development paths or individual economic activities

Biodiversity is a global public good, while consatien has opportunity costs at the
local level. Therefore there is a need for mechasithrough which the benefits of
biodiversity can be transferred to those who baéarlihe opportunity costs and who
make the ultimate decisions about hosting or inmgsh biodiversity.

Existing methods for biodiversity conservation la global level include Protected
Areas and project-based funding. Protected Areasimgorinciple be effective in
conserving biodiversity if they have sufficient €ling to cover both opportunity costs
and management costs. However, in many cases theptdaddress the underlying
incentives faced by local decision-makers, and aseslt they are frequently
ineffective in practice (WCMC 1992). The problenis ‘paper parks’ arise when
funds are insufficient to implement and enforcet@ected area restrictions. This is of
particular concern because management budgetsafks pnd protected areas across
the world are closely associated with national mes. Developing countries, who
host much of the world’s biodiversity, are only el afford to spend a fraction of
that being spent in the developed world (Jamet €089).

Another existing method of biodiversity conservatilmvolves funding for the
implementation of individual projects over a fixpdriod of time. For example, the
Global Environmental Facility (GEF) is an importantrrent source of funding for
conservation of the global public goods provided Whgdiversity. This provides
temporary incentives for refraining from econonitiaties that damage biodiversity,
but does not provide the assurance of additionadiguor the indefinite future. The
pursuit of an alternative development path requinescreation of stable institutions
promising long-term flows of funding to these intreents, and a funding mechanism
for biodiversity conservation must take this form.

In addition to existing global mechanisms for bi@isity conservation, there are
numerous national and voluntary mechanisms. Theséde important experiences
that can be used for the development of a globaMGD hey would benefit from

having an international structure put in place thiaked their further development,
provided regulatory assurance and enabled transdaoy transfers. It is important



that a proposed GDM takes account of these existstyuments, and that it
complements and develops them.

Requirements for a Green Development Mechanism

The means for reducing biodiversity loss will nesgedy lie in the permanent

alteration of the terms of trade between consesmatnd alternative economic
activities, within the decision making framework thie resource hosts. Due to the
importance of biodiversity as a global public goadd to the geographical mismatch
between the locations of diverse biological resesi@and many of the beneficiaries of
biodiversity conservation, there is a need for almaism that can do this at the
international level.

An effective institution must provide some manneassurance of an ongoing future
flow of benefits if it is to impact upon the investnt decisions of hosts. This is
because investment decisions are decisions regaadsets and the anticipated flows
regarding them; a host will only deviate from ierqeived first-best investment path
if the present value of the entire flow of futuret ienefits from such an alteration
would appear to warrant it. Therefore, in orderhtve a long term impact on

decision making concerning the selection of develept paths, it is necessary to
make an impact on the perceived benefits from raedtere pathways into the future,

not just at the present time.

In this view a GDM can take any form that will eteala) the ongoing and continuing
transfer of values; b) from the demanders of biediity or biodiversity-associated
goods and services; c) to those hosts who makehthiees regarding assets (usually
lands) that are capable of supplying them. Sucteehanism does not currently exist
to protect the global values of biodiversity.

Elements of a Green Development Mechanism

A GDM may be thought of as a system that will: cegate a concrete and on-going
source of finance for biodiversity; b) generate ellwefined set of suppliers of

biodiversity; ¢) match-up demand and supply in mcttred framework; and, d)

monitor and enforce this agreement to maintainilerdity.

)] Demand:

In order to generate transfers to the hosts ofibéwslity, sources of demand must be
identified and translated into funds for consewsator for encouraging sustainable
use. This requires some form of voluntary or remuiaconstraint on biodiversity
loss. Conversely, activities that damage biodivgrsan be constrained. In either
event, the idea is to create a constraint which tleguires payment of some fee or
compensation for its release.

The constraint may relate to all forms of biodivigrsloss in all locations.
Alternatively, it may be focused on particularlyluable aspects of biodiversity; on



the impacts of particular commodities; or on logsssilting from specified activities,
such as land conversion or unsustainable resogice u

It is also possible that the asymmetry in biodiitgreesources will require that this
constraint be negative in some parts of the wanhd] positive in others. For example,
in Proposal 1 in the following Section, developeates start with an obligation to
establish more reserves of unconverted habitatiewdeveloping states start with a
constraint that allows some amount of conversiotheir existing habitats. Payments
from developed to developing are then for the psepaf enabling developed states to
meet their obligations to establish reserves byngagleveloping states to do so.

1)) Supply:

As well as generating sufficient demand for biodsity conservation, a GDM must
provide a framework through which biodiversity che supplied. This requires a
mechanism for identifying those groups who hostdhbiersity, and some agreed
means of measuring the amounts of biodiversitydsupplied.

There are many important issues that must be redotegarding the appropriate
metric for quantifying the biodiversity suppliedt s$hould take into account the
variance in biodiversity across ecosystems of datygpe and condition. There are
also important issues that must be resolved regguitiie identity of the suppliers of
biodiversity, whether nation-state, local grougporperty owners.

It is possible that the supply of biodiversity midie organised by public or private
entities. Private firms or NGOs could take a roledentifying particular areas that
might provide ongoing supplies of biodiversity, amduld also identify the
mechanism by which biodiversity payments might gateean ongoing supply from
that area. Alternatively, states or local autiesi might also be the best-placed
providers of a supply of biodiversity, as land-as®l reserve designation is usually
seen as a fundamental matter of state and lodabaiyt

11)) Matching Supply and Demand:

A GDM is intended to provide ongoing transfers bedw demanders of biodiversity,
who are primarily located in developed countriasj guppliers, who are primarily
located in developing countries. There are ingurtroles to be determined at
several levels of governance: local authoritiesional authorities; and international
agencies.

Local authoritieshave a crucial role to play in a GDM since lan& asd habitat
designation is fundamentally a matter of local @ncin most states. Local
authorities are usually focused on the issuesrttater to most local communities,
and local resources are usually seen to be orfeesétlocal concerns. Any payment
(benefit-sharing) and enforcement mechanism mustadg at least in part through
local authorities.

State authoritieshave a crucial role to play in both coordinatimgdl authorities’
efforts and also in making determinations regardiugrall supplies of biodiversity
from that state, and the compensation requiredateStcould play many of the



fundamental roles of developing schemes of promisiod regulation, and simply list
the supplies and contractual terms under which #reyavailable. They might also
provide a level of assurance regarding the perfaomaof monitoring and
enforcement at local level.

International agenciesnight play a range of roles, from information caitdand
exchange to regulatory standards and assurancéheTaxtent that local and national
authorities take on most of the responsibilitiég international role is increasingly
one of an exchange that provides information ansurasce that the national
undertakings are being fulfilled. To the exterdttihegulatory standards are made
more uniform and inter-changeable (in order to emgloat trans-boundary exchanges
are possible), then the roles of regulation areectallen more at the international
level.

V)  Monitoring and Enforcement:

Monitoring and enforcement is crucial for the GDMUe credible. Biodiversity will
be supplied within national boundaries, and so meisgt substantially upon national
and local authorities. However, if it is compendatigrough a global mechanism, the
certification process must ensure that the termamnyf international agreement are
met. Effective implementation depends on the cikgilof the institutions involved.
They must also be capable of enforcing commitmer&s long periods of time. In
the end, effective demand for biodiversity will pride generated to the extent that
credible monitoring and enforcement mechanismgparén place.

The GDM design needs to specify the division opoesibilities between different

levels of authority, and indicate how each levekide to enforce the obligations
undertaken at the other levels of authority. Timight imply that the funding is

provided over a longer period of time, but on aiqueby period basis, dependent
upon demonstrated and effective monitoring andreefaent.

It might also indicate that some manner of periogispection across levels of
governance will be necessary, with built-in checi® withheld payments.
Alternatively, it might suggest that particular fts of supplies are provided that are
subject to external (e.g. satellite) monitoring.



SECTION B: PROPOSALS FOR A GREEN DEVELOPMENT MECH ANISM

After considering the case for a GDM and the regquegnts of any form mechanism,
the Experts Meeting turned to consider possiblégdesor a GDM. Several options
were identified, around the ideas listed above, @dwedgroups met to provide some
concrete structure to each of the options. The passibilities considered were: 1)
tradable conservation obligations; 2) offsets witiernational support; 3) biodiversity
footprint taxation with structured supply; and B¢ igreening of commaodity imports.

1) Tradable Conservation Obligations
Description of mechanism:

Tradable Conservation Obligations (TCOs) refersatdcap and trade’ type of
mechanism. Under such a system an aggregate thrgelt of effective global
conservation is agreed. Then states are allocatididual quotas of that aggregate
target based on some formula of agreed burdenmghatates must then meet their
guota by means of effective conservation withinrtbesn boundaries, or by means of
acquiring a supply of effective conservation oliigias (TCOs) from others. For
example, it might be the case that obligations ageced such that developed
countries are initially in deficit, given that thegve already converted the majority of
natural habitat. Countries with large areas of uneoted land would be "in credit”
and would have surpluses of TCOs available for argk. The trading mechanism
allows those with shortages of protected land tclpase Conservation Obligations
from those with surplus land available for protecti This will generate a flow of
funding from regions that have already developeduwently developing regions.
This system might also be joined up with the Clen@hange mechanisms, by means
of enabling conservation obligations to be tradeaiol meet commitments within
either or both regimes.

Source of demand:

Demand is translated into financial resources famservation through a globally
agreed commitment by every country to maintain a@age quota of effective

conservation (e.g. a particular area of habitateuneffective conservation). The
tradability of these commitments means that corainv is paid for by countries with
initial deficits of protected areas, as they arquneed to purchase Conservation
Obligations from those with initial surpluses.

There is also scope for capturing demand from thaie sector and NGOs within the
TCO mechanism. National governments will be resgbasfor providing initial
transfers of resources; however, if private comganish to developed additional
areas of unconverted land, they will also be rexuio purchase conservation credits
in order to maintain the protected area targetsOll@ay purchase credits in order to
generate conservation in excess of the agreedsarge

In addition, other international obligations mightovide the impetus for other
sources of demand, e.g. to meet climate chang®gmiotommitment to effective



forest conservation. It would be possible to sgate conservation obligations into
various forms of habitats, some of which would keilable for meeting obligations
that arose out of other legal settings.

Demand for conservation is expressed through threhpge of TCOs: tradeable
conservation obligations. These TCOs might beeggged into different forms or
categories that might be tradeable only for spetypes of obligations (e.g. specific
types of habitat obligations). The TCO is a crudife that represents a quality-
assured commitment to effective conservation by shpplier of that particular
commitment.

Supply of biodiversity:

Suppliers of biodiversity provide units of the TC@gpresentative of the effective
management of a defined quantity and quality ofitahbThese units are supplied by
states, but certified on the basis of global steawidor biodiversity protection. The

state is the legal issuer of the TCO, althoughdpecific agent operating the area
(under state supervision) might be public, privateNGO. Existing protected areas
can contribute to compliance with national targetscan be sold as conservation
credits, provided they are effectively managed. Negveated protected areas can
also be introduced to the tradable system. The¥national agency is responsible for
quality assurance of state commitments, and thentereance of some level of

standardisation across TCOs.

The mechanism is primarily focused on effectivenesipplying specified quantities

and qualities of habitats. However, the specifianieg of a TCO will depend on

how ‘effective management’ is defined. There is flotential to include other forms
of conservation commitments within the definitisnch as a national commitment to
effective management spending or a national comemtnto specific species

protection. These would be matters handled byirttegnational agency in regard to
its responsibility for standardising the definitioha TCO.

The total supply of credits is registered at theomal level. This register of potential
TCOs is then provided to the international agermmryplacement on the international
market.

Matching Supply and Demand:

A key feature of this mechanism is the role of ithternational agency in supplying
some form of international marketplace for matching the demanders and the
suppliers of TCOs. One possibility is that the raxyeoperates a global clearing
house for bringing together demand for biodiversipnservation and supply. The
GDM Clearing House then lists all quality-approstdte-registered TCOs within the
Clearing House.

The international agency is also responsible famgethe standards for the trading of
TCOs. For example, there may be different categoof TCOs (related to different
forms of habitats or commitments) and differenthetge ratios between different
categories. This is an important feature of the Tr@€zhanism because all hectares of



conserved biodiversity may not be deemed to begoflevalue. Instead the value
depends on the relative scarcity of a particulaowece and the threats to its continued
existence. The ratio at which obligations in oneintoy can be met through the
purchase of land management contracts in anothgromanade a function of these
relative values. In certain cases, such as fotdgisites, only uni-directional trades
may be permitted. The role of the internationatraxy would be to establish the
system of TCOs and the committee by which the gadere certified or agreed. It
would also be responsible for developing the staislainder which state-level
registration and supervision of commitments was itoogd.

Monitoring and Enforcement:

Supply of biodiversity conservation will be cerifi and monitored at the domestic
level, with oversight by the international agencyonitoring by the agency is
necessary to ensure that the benefits are providegractice. Certification and
monitoring could be carried out by agencies simitarthe Designated Operating
Entities (DOE) of the Clean Development Mechanisob). These are private
organisations that have been accredited by the UfivecBoard of the CDM. An
institution of the CBD could carry out the accradiin role, as well as the monitoring
of the DOEs.

Compliance by suppliers is ensured through theathi& withholding annual
payments, and enforced by a global Compliance CdteeniEnforcing compliance
with agreed state targets by the individual stetesore difficult. Available sanctions
are limited to NGO pressure, loss of political ¢alpetc.

Advantages:

» Potential for significant, ongoing financial traess for biodiversity protection
at the global level.

* The mechanism provides both incentives for redudamgl conversion and
incentives for conserving land of high biodiversiglue.

» A specified quantity of biodiversity conservatiasn guaranteed (uncertainty
relates to price rather than quantity, which is rappate given the
irreversibility of biodiversity loss).

» Biodiversity can be conserved in the locations whbe opportunity costs are
lowest. At the same time, manipulation of tradiagas can be used to ensure
protection of the most highly valued componentbiotliversity.

» System is most flexible on account of "currencyaapt” of TCO, enabling
the dove-tailing of this system with others such the obligations for
forestation under Climate Change Convention

Potential issues:

« The rates of exchange for different components iolibersity may be
difficult to agree on internationally.

* There will be trade-offs between the allowing exues of Conservation
Obligations to occur without interference, and aduay losses of particular
components of biodiversity.



* Local communities will be affected by the spatigtabution of protected
areas. Those with rights to land will gain from Hate of conservation credits.
Those without rights to land may gain from locabggstem services that are
protected in addition to global biodiversity bet®fiAlternatively, they may
lose potential development opportunities.

2) Offsets with I nternational Support
Description of Mechanism:

There are numerous examples of national and subrAa@ht mechanisms for
biodiversity conservation that involve restrictiams development. Increasingly, these
provide flexibility through the use of biodiversitffsets in cases where development
is unavoidable or particularly desirable. Such naat$ms are becoming relatively
common in developed countries. This is becauseeth®stems rely on the
administrative capacity of the individual statedisignate and enforce development
restrictions, and to certify offsets for developmaativity. The objective of an
"Offsets Plus" proposal would be to help extendséh regimes to developing
countries, and to explore the possible mechanisonspfoviding some linkages
between state-level regimes.

The proposed "Offsets Plus” mechanism would providernational support for
national or regional conservation activities, aimad achieving planning based
biodiversity management in individual states. Albglbinstitution, the ‘GDM Clearing
House’, would support the development of natiormadservation plans in developing
countries. These plans specify the areas in whesleldpment is restricted, and the
priority areas for biodiversity conservation. Inidiwal countries that agree to
implement the plan domestically benefit from thentcaly-supplied assistance in
doing so.

The GDM Clearing House mechanism might act as a tgp “exchange” a
centralised listing mechanism that specifies tha@imim standards that must be
satisfied for a national programme to be listedtltemmn GDM Clearing House. Then
national systems would provide certification antsef programmes at higher levels
of certification, monitoring and enforcement in erdo secure a listing. This would
provide for more diversity of practice and reguatiat national level, but the
provision of some level of assurance and confidéhiaigh international listing.

Source of Demand:

Under this proposal, restrictions on land converdm development are imposed at
the national level. The restrictions may pertaiatainconverted land, or only to land

within zones designated as areas of high biodityevsilue. In the latter case there is a
requirement for mapping and planning to specify zbees in which development is

unrestricted; permitted with offsetting; or disalled altogether.

Financing for biodiversity conservation within thimmechanism comes from
developers of land in restricted zones. Those whshwo convert land must



compensate for the relaxation of development wgins. This is done by purchasing
biodiversity offset credits, generated through eowation activity in other locations.

Supply of Biodiversity:

Private landowners or public authorities (throughd use and habitat regulation)
supply specific conservation outcomes in specifibitats. One of the primary
objectives of the system would be to induce natidenzel authorities to introduce
land use planning that includes a biodiversity ng@naent target. This targeted level
of biodiversity might be specify the retention @fri@in types of critical habitats, or it
might provide for an aggregate level of conservatiat is desired across the country.
The primary distinction between this system and ¢fighe TCO (see 1) above) is that
this is a state-focused conservation regime witkages, while the TCO regime
encourages conservation at the integrated level.

The state concerned would then certify under ita oggulations that the offset meets
its requirements for listing. The national levegulation may take the form desired
by that state, providing for flexibility and expe@ntation within the system.

Matching Supply and Demand:

In this system all development restrictions areasga through national legislation.
National agencies also have responsibility forifteation of offset proposals. For
the most part, it is conceived as a standalon®maltisystem of internal offsets, with
the possibility of linkage and of wider communioti

Some system of zoning would make it more likelyind between different national
systems. To this end national regulations coukecip what is required to offset
development activities by reference to particulames. In certain zones, like-for-like
exchanges may be required. In other zones, equivateas of different habitats may
be acceptable. It might be possible that somesuanébe designated as unique and
unavailable for offset.

The initial role of the GDM Clearing House is tapide information on the different
national offset/credit markets. At a minimum thiskas it possible for developers to
elect to operate in a given state, given infornmaten the status of its current
biodiversity management system.

It is also possible for the GDM Clearing House dket a more active role to provide
some minimum standards for listing and to providene measure of comparability
between offsets. In this case the GDM Clearingd¢owould provide applying states
with a list of agreed principles and guidelinesnimrm them on the development of a
national system. The GDM Clearing House would thlsio aid in channelling funds
to states for establishment of adequate nationstesys, and would provide over-
arching monitoring of the auditing process for eimgpthat national systems met their
own standards. All of this would be required idl@rto secure a listing at the GDM
Clearing House.

Monitoring and Enforcement:



With regard to the nationally established offs&isal communities and stakeholders
will carry out local monitoring. This will be supghented with monitoring at the
national level, as well as GDM monitoring for conted listing of the scheme.
Enforcement at the national level is achieved thhothe use of contracts, with bonds
to ensure compliance. Enforcement of internatisterhdards is based on the potential
for de-listing national schemes that do not meetréguired standards.

Advantages:

* The mechanism builds on existing national cons@rgirogrammes and may
be implemented incrementally over time.

 Each country can independently determine its préwi for biodiversity
conservation.

* Areas of unique or particularly valuable biodiversian be zoned to prohibit
all development. This provides assurance that sadas will not be
irreversibly converted.

» Participation in the global mechanism is voluntavijch reduces the need for
complex multilateral agreements. At the same tiofisets are mandatory for
developers in participating countries, which getesa@emand for biodiversity
credits.

« The mechanism does not have to set exchange ratesiddiversity
conservation across national boundaries.

Potential issues:

* Reduced role for international transfers, since less is on national level
offsets and “no net loss” (indicates importancérifages and comparability)

* Reduced role for international harmonisation butreased role for national
experimentation.

3) Biodiversity Footprint Taxation with Biodiversity Supply Mechanism
Description of Mechanism:

Under this proposal countries would agree to adoptif a tax system based around
the principle of “biodiversity footprint” taxatignwith revenues flowing into a
“biodiversity supply mechanism”. For example, tfmint taxation might be based
around the targeting of certain commodities thathaghly correlated with conversion
activities. The approach provides both incentit@scountries to minimise their
unsustainable footprint (e.g. through the use ofifmd commodities) as well as an
incentive to invest in conservation and sustainaisie. Conservation thus competes
with conversion on a better footing, providing inttees for intensification of
agricultural production rather than conversion.

Source of Demand:
Developed country governments take on commitmenteduce their unsustainable

biodiversity footprint through “biodiversity footjpt” taxation, with revenues flowing
into a national or international fund. As a “bioeligity footprint” tax at the individual



level would be difficult to merge with existing VA®r income tax systems, the tax
would be imposed at the country level. Therefoaghecountry would make payments
based on their “biodiversity footprint”, but theyould decide independently how to
raise the necessary funds at the domestic level.

Calculation of each country’s footprint could bendalong the same line as the CO-2
emissions calculation in the recent Mexican propasder UNFCCC (mix between
use and per capita income, GDP).

The funds raised would finance conservation of ety and intact ecosystems,
restoration of degraded ecosystems as well asisaista production projects, through
a “biodiversity supply mechanism”.

Supply of Biodiversity:

Payments from the “biodiversity supply mechanisimdidd be made upon delivery of
certificated “conservation outcomes”. These coresgm outcomes would be

supplied in return for certificates per unit ofeffive conservation. The specifics of
what would constitute effective conservation reguiurther development. These
certificates may be allocated to individual natiogaernments or awarded through a
centralised institution. In any event a centraliset of standards would be required
to establish the conservation effectiveness redumeachieve certificated status, and
to determine the denomination of each certificate.

Suppliers of “conservation outcomes” may includealp regional and national
governments, biodiversity banks or private landawndnternational agreement
would need to be reached concerning the prionitisadbf conservation objectives,
with implications for the distribution of expendiéu Possible models for expenditure
include twinning (national funds focussing on sfie@cosystems or countries) or an
international scoring system (e.g. on the basisuafent GEF system), in which CBD
might play a more prominent role. Prioritisatiomymalso be based on areas where
pressure from landtake/conversion is high, in otdesteer away from a race to the
bottom where conservation focuses on areas thauarently not under threat.

Matching Supply and Demand:

The “biodiversity supply mechanism” would provideet assurance that funding
would flow on an ongoing and permanent basis ted¢hentities offering a supply of
biodiversity services. The mechanism could do blyisetting the price it was willing
to pay for each certificate of conservation effestiess. The mechanism would also
establish the standards required to receive aficaté, and then allocate quotas of
certificates to member states in accord with meadaconservation effectiveness in
those jurisdictions. It would then be the obligatof the member state to allocate the
certificates in such a manner to achieve consemvatiutcomes so as to acquire
certificates in the coming year.

Monitoring and Enforcement:

Certification and monitoring of conservation out@smcould be undertaken by
accredited private agencies. These agencies wowsddre that bids made were



legitimate in terms of land ownership, and thatitlgal biodiversity benefits would
be generated. They would also monitor outcomes. adeeedited agencies would in
turn be monitored by a credible centralised ingttu This institution may be a body
of the CBD.

Failure to deliver conservation outcomes would begtised through non-renewal of
certificates. The sanction for ineffective monitgri would be removal of
accreditation.

On the demand side, “biodiversity footprints” woute measured nationally, in
accordance with centrally agreed methodologies. oeement of financial
contributions by individual states would be diffictAvailable sanctions are limited
to NGO pressure, loss of political capital etc.

Advantages:

» Clear incentive to reduce unsustainable consumptimrect link between
source of funds for GDM with pressure on biodivigtsi

* The demand is consumption based. Consumption ofh-foigtprint
commodities is one of primary drivers of biodivéydoss, so there is a direct
link between wealthy countries’ behaviour and biedsity loss in developing
countries. Furthermore, consumption will continge, this is a continuous
financing mechanism.

Potential issues:

* Need for international coordination of taxationaetes (highly speculative)

» Targeting of specific commodities must be considarerelation to relevant
WTO agreements and dispute resolutions

* Tax burden (although recognition that any tax stidoé accompanied by
removal of perverse subsidies, thus creating rammmfnoeuvre).

* Further work would be required on the methodology talculating
Biodiversity Footprints.

* Inadequate specification of the “biodiversity sypphechanism” to date
(although the mechanism may be derived by referémagptions 1) and 2)
above)

4) The Greening of Commodity | mports
Description of Mechanism:

Importers of high-biodiversity footprint commodgiée.g. timber, palm oil, soy, meat,
etc) are obliged (in a regulated scheme) or canntatily ‘green’ those imports by

attaching ‘greening certificates’ to them. Suchtifieates can be purchased in the
marketplace and originate from certified activitiasdeveloping countries. Certified

activities could include sustainable production gesses of high-footprint

commodities or ecosystem conservation and resbor.ati



Source of Demand:

Developed country governments take on commitmeatscdnstrain imports of
unsustainably produced commodities. Commitmentddcée expressed in % of
imports greened. Governments pass on the respliysih compliance with this
commitment to commodity importers (those that bront developing countries) by
obliging them to ‘green’ the set % of imports thgbuthe purchase of certificates per
unit of commodity. Importers can pass on the cdsjreening to their downstream
clients. Any imports of commodities already ceeiifi as having been produced
sustainably according to standards recognised &¥sIbM (e.g. FSC for timber) will
be exempt from the greening obligation.

Where certificates for sustainable production aweclpased, commodity importers
(and ultimately consumers) in developed countriag o reduce the biodiversity
impacts of commodity production. Where certificafi@secosystem conservation and
restoration are purchased, they pay for activitieast to some extent offset the
negative biodiversity impacts of commodity prodanti

Supply of Biodiversity:

A proportion of the supply of biodiversity in thisiechanism comes from the
sustainable production of high-impact commoditigghe private sector. Certificates
are issued per unit of sustainably produced comtypodsince a number of
certification standards already exist for sustdmaisoduction (generally called eco-
labelling) these provide a good framework to pidpgek on. However, their
biodiversity—benefit component would have to bersgthened to the point where it
becomes acceptable to an over-arching GDM ‘metadsia’ or set of principles and
criteria. It could be the role of the CBD to deyelihese and to fulfil a function of
accreditation and high-level oversight of ‘assaaastandards’.

The alternative to sustainable production is thepsuof project-based conservation
or restoration activities. Private landowners syggecific conservation projects in
return for certificates that can be sold to comryouinporters needing to ‘green’ their
imports. This would require agreed standards reggrthe types of activities that
could be supplied in return for certificates, arm tquantity of certificates for
particular activities in different locations ancegstem types.

As supply takes multiple forms (sustainable produncof various commodities and
different types of conservation or restoration \agés), it is necessary to create a
single ‘currency’ through which they can be comparEhis may be a multi-criteria
score for ‘biodiversity benefit’, in which case &aactivity would need to be scored
on the basis of its impacts on biodiversity relatiw a baseline. In the case of
sustainable production, the biodiversity impactsuldobe scored relative to
conventional production. Conservation activitiesulWdoneed to be scored in terms of
additional biodiversity preservation relative tdaseline position. In either case, the
scoring system would need to be applicable to dereaspects of biodiversity
conservation.

Matching Supply and Demand:



As this is a market-based mechanism, buying arithgelf certificates could be done
through exchanges, brokers, traders, or througicduilateral deals. Pricing would
occur according to the dynamics of supply and deinan

A number of different certificates based on différassociated standards could be
used for compliance in the GDM. Therefore, a cdised GDM authority, established
through the CBD, would be responsible for settihg humber of each type of
certificate necessary to ‘green’ a unit of a patic commodity. On the demand side,
the number of certificates required for each comigodould be based on the
biodiversity impacts of the production of that coodity using conventional
methods. On the supply side, the number of ceatdéi€ required would depend on the
‘biodiversity benefit’ of the certified activityBiodiversity benefits’ would have to be
made comparable across categories of activity,ysta® types, and components of
biodiversity.

Monitoring and Enforcement:

National governments have responsibility for ensyithat the % of imports ‘greened’
through the purchase of certificates meets themekiic commitments.

Certification of supply takes place within accreditschemes. Each of these has its
own processes for monitoring compliance with cedtion standards. The GDM
authority ensures that both the standards set lyedited schemes, and their
monitoring processes, meet the requirements oGDM.

The compliance of the certification schemes canebérced through loss of
accreditation if GDM standards are not met. Natiogavernments will enforce
compliance by domestic importers, for example ugings per unit of commodity
greened less than the obligation. National perfoiceawill be reported and registered
with the GDM. As with the other mechanisms, commpia with national
commitments is difficult to enforce using formahstons.

Advantages:

e The demand is consumption based. Consumption ofh-foigtprint
commodities is one of primary drivers of biodivéydoss, so there is a direct
link between wealthy countries’ behaviour and biedsity loss in developing
countries. Furthermore, consumption will continge, this is a continuous
financing mechanism.

» Certification and eco-labelling are an establishedcept. Existing standards
can be used and strengthened on their biodiversityponent.

* A voluntary pilot phase can relatively easily bal lthrough government
leadership in green public procurement.

* Since it is a market mechanism it has the potertbaldraw in private
investment expecting to make a return on the shleedificates. This will
increase efficiency and effectiveness of the GDM.

* Dynamics of supply and demand will provide the eotrprice on the
incentive at a given time.

Potential issues:



* Exchange rates will be difficult to know in advaneehich makes the cost
implications and economic burden of any commitmeliffscult to anticipate.
Yet commitments should ideally be made at an estdge, whilst the nitty-
gritty of the system can be worked out in due ceurs

 Comparing biodiversity benefits across multiple tiieation standards,
commodities, conservation activities, and companeftbiodiversity will be
difficult.

« WTO trade laws and agreements might not allow tieergng obligation (this
should be further analysed).



SECTION C: PLAN OF WORK

Selection of Proposal(s) to take forward

The Expert Workshop proposed four possible Greenel@ement Mechanisms.
These differ in the ways in which demand for bi@dsity conservation is generated,
and the ways in which biodiversity conservatiosupplied. The next stage will be to
identify the most promising mechanisms for furtbensideration. These would then
be developed further into a more detailed propfsatonsideration at the COP-10 of
the CBD.

Selection between mechanisms may require additi@vadence on the likely
feasibility and impacts of the proposals. Potergtlrces of information are discussed
below. In addition, objective criteria should besdsor comparison. These criteria
will include:

)

The likely effectiveness of the mechanism in acimigvreductions in
biodiversity loss

The efficiency of the mechanism in achieving thaséuctions with
minimum opportunity costs

Minimisation of implementation, monitoring and erdement costs
Expected distributional impacts, both within andWeen countries

Long term sustainability

Assessment of the proposals may lead to a condubat elements of several of the
proposed mechanisms should be combined. Examplpsessible complementarities
would be:

Proposals (1) and (2) both involve offsetting tihediversity impacts of land
conversion, at the international and national levespectively. There would
be scope for the mechanisms to co-exist, with ljelsabetween the national
and international elements.

Proposals (1) and (2) focus on the impacts of landversion, while
Proposal (4) focuses on the impacts of unsusteErm@abduction practices. It
is possible that elements of each may be requicedfutly address
biodiversity loss.

One component of Proposal (3) is the creation @fral for biodiversity
conservation. This fund could be used to suppant-ase planning in
developing states, as suggested in Proposal (2).



Key building blocks for all Proposals

Due to commonalities between the four proposakstettare certain issues that will
need to be addressed regardless of the final clobisechanism. These are priorities
for further analysis, which can be undertaken imaade of the selection of a single
proposal to take forward to COP-10.

Prioritisation of biodiversity protection objectives: The distribution of benefits of
biodiversity protection will vary depending on whatprotected, and where. All of
the proposed GDM designs involve implicit or expliecisions about what should
be protected. Therefore it is important to considew this prioritisation should be
carried out (e.g. it could be done through the afsspatial mapping and planning).
The nature of the decision-making process showd bé considered; i.e. whether it
should be based primarily on scientific assessmands broader political processes.

Biodiversity metric.: Any GDM will require methods for measuring changas
biodiversity that can be applied to multiple ecasys types in varying condition.
Mechanisms involving offsets rely on comparisonsMeen biodiversity losses and
gains, so these must each be quantified. Mechaniswadving direct payments or
credit allocations for biodiversity conservationsustainable use must also quantify
the improvements that result. The metric that igettgped needs to account for the
multi-dimensional nature of biodiversity. It muss@account for spatial and temporal
variation in the value of particular componentbidiversity.

Certification of biodiversity supply: All of the proposals involve payments or
credits for those who supply biodiversity protentidherefore, a key issue for the
design of any GDM is what types of activities can$¢ certifiable supply. This
includes questions of how to ensure additionalitg avoid leakage when certifying
particular projects.

Monitoring changes in biodiversity: In addition to quantifying the impacts of
changes in the quality and quantity of natural weses, it will be necessary to

develop methods for monitoring those changes. iEgishstruments use a mix of

remote sensing data, and field surveys of sampés.skurther research should be
undertaken into the relative costs and effectivene$ alternative methods.

Consideration should also be given to who is béstga to carry out monitoring

activities.

Contract design and enforcement:In all of the GDM proposals, suppliers of
biodiversity are provided with payment or creditgeturn for delivering biodiversity
benefits. Enforcement largely relies on withholdpayment in cases where benefits
are not delivered. The implementation of a GDM welfjuire further evaluation of the
possible design of contracts for delivery of biedsity benefits, and the appropriate
payment mechanism.

In addition to these general issues, further worik e required for each of the
proposals to answer some specific questions. Kegstopns for each individual
mechanism are presented below.
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Tradable Offsets with Biodiversity Greening Commodity
Conservation National Footprint Imports
Obligations Support Taxation
Source of How should Where will How will the How will the % of
Demand protected area | finance for a biodiversity imports requiring
targets be set? | GDM Clearing | footprint be ‘greening’ be measured
House come measured? e.g. based on value of
from? imports, or related to
Will the tax be | biodiversity impacts of
Can North- levied on states | particular commodities?
South transfers | or on
be generated? | individuals? How will the obligation
relate to WTO trade
How will the tax | agreements?
be levied?
Supply of How should What will the What type of What will the currency
biodiversity ‘effective currency be for | “conservation be for biodiversity
management’ of | biodiversity outcomes” supply?
PAs be defined?| supply? would be
supplied?
What will the
currency be for
biodiversity
supply?
Matching How should How should How will the How will “biodiversity
Supply and trading ratios be | trading ratios be “biodiversity benefit” be compared
Demand set? set? supply across both sustainable
mechanism” production and
Should trades | Should trades | select which conservation/restoration
across all across all conservation
components of | components of | activities to How will the number of
biodiversity be | biodiversity be | fund? certificates relate to the
allowed? allowed? national commitments
Will a for % commodity
How can centralised body| imports ‘greened’?
demand and be responsible
supply be for matching
matched across| supply and
national demand or will
boundaries? bilateral
agreements be
made between
states?
Monitoring and | Who will How can the How will Who will be responsible
Enforcement sanction non- “GDM Clearing | national for monitoring
compliance House” best measurements of compliance with nationa|
across national | increase biodiversity commitments?
boundaries? capacity for footprints be
monitoring and | monitored? Who will sanction non-
enforcement in compliance across
states that Who will national boundaries?
implement sanction non-
national plans? | compliance

across national

boundaries?




Pilot activities and existing evidence

There is substantial scope for learning from exgrexes with instruments that exist
currently around the world. These experiences Wl relevant for the selection
between the four current proposals. They will @gbthe further development of the
selected proposal(s).

For each of the GDM proposals there are also patepitot activities that could take
place in advance of the implementation of a cotepfeechanism. Some of these
activities build on existing policy instrumentsdaran provide biodiversity benefits in
the short term. They would also provide additian&rmation on the likely impacts
of the proposed mechanism, and on issues relatitigetr implementation.

Existing mechanisms and experiences:

Voluntary and regulatory biodiversity offset prognaes are already in place in many
countries. These can provide lessons on spatiabimgof biodiversity priorities;
metrics for comparing gains and losses in bioditsgrand methods for certification
and monitoring of offset suppliers. These lessoaslivbe relevant to all of the GDM
proposals. A review of existing mechanisms can band in the Technical
Background Paper to this Workshop.

The REDD initiative is currently being piloted. Tipdots involve finance provided
by individual national donors in return for avoidetkforestation in individual
developing countries. They may offer lessons thawuld be relevant for the
development of any version of a GDM. These wouldude monitoring systems or
means of ensuring additionality.

Proposal 3 (Biodiversity Footprint Taxation) suggesontributions to a global

conservation fund based on the Biodiversity Foatpof each country. A number of
places have already attempted to calculate regmmaational Ecological Footprints.

For example, New South Wales, Australia, publistiesr Footprint area in their

annual State of the Environment report. A reviewhaf processes involved would be
a valuable contribution to the development of Biedsity Footprint estimates.

Possible pilot activities:

Any of the proposals may be introduced voluntably a subset of countries in
advance of implementation at the global level.

* In relation to Proposal 1 (Tradable Conservatiotigations), there is scope
for bilateral agreements between developed and lajgng countries to
commit to set targets for protected areas. Alteraht, these commitments
could be made a small group of countries.

* Proposal 2 (Offsets with International Support) visluntary in terms of
participation by developing countries. It couldibglemented at a sub-global
level if one or more developed countries providegp®rt for the development
of conservation plans.

* Voluntary implementation of Proposal 3 (Biodiveysiootprint Taxation)
would involve the measurement of Biodiversity Footis for individual
countries, with linked donations to conservationdst



« Commitments to ‘green’ imports in Proposal 4 (Geze@€ommodity Imports)
could be introduced voluntarily by the private sectCommitments to
purchase ‘green’ commodities could be made by gowents or private
organisations.

In addition to incremental voluntary implementati@mother possible pilot stage for
Proposal 4 (Greened Commodity Imports) could ingolgtrengthening the
biodiversity-related elements of existing certifioa schemes e.g. GreenPalm
certifications for palm oil, or Renewable Energyrifieates. This would provide
lessons concerning the types of activities thatlmawcertified, and the issues relating
to certification and monitoring.

An important area of uncertainty in Proposal 1 ({Bfsle Conservation Obligations)
relates to the trades in obligations that woulduoccThe pattern of exchange will
have potentially significant welfare impacts. Onethod for investigating these
impacts in advance is by modelling the expectec¢dmues for a small number of
developed and developing countries.

Opportunities for further engagement

The Experts Workshop provided an initial forum éscussion of a GDM, bringing
together representatives of national governmentsynational organisations, NGOs
and the private sector. Further development of aMGoposal will involve ongoing
participation by these stakeholders. There aremabeu of frameworks within which
this can occur.

The Economics of Ecosystems and Biodiversity (TEEB)

TEEB is intended to quantify the economic costdiodiversity loss, and identify

potential economic instruments for biodiversity teation. It involves considerable
consultation with national governments and the gigvsector. A key aim is to

increase awareness and understanding of the candesonsequences of biodiversity
loss, and the need for significant action to atterent trends.

TEEB provides a number of valuable opportunitieseiation to the development of a
GDM. Firstly, it generates new impetus on the nieedction to prevent biodiversity
loss. Secondly, evidence on existing innovative macsms for biodiversity at the
national and regional levels is being collectedsType of evidence will be important
in supporting the case for a GDM. Lastly, TEEB aitosdentify opportunities for
policy reform. Proposals for a GDM may be viewedas such opportunity. Linking
the GDM proposal with the TEEB process is therefitedy to be highly productive.

Currently, Phase Il of TEEB is ongoing. Workstreadi, the Report for
Policymakers, has been launched. It will preseatddise for policy mechanisms that
support the protection of biodiversity, and identifthat those mechanisms might be.
This Workstream will be particularly relevant foroposals on a GDM. The D1
Report will be produced by Autumn 2009.



Workstreams D3 (Business) and D4 (Consumers) may bk relevant for the
development of one or more of the proposed GDMe. DB and D4 Reports will be
prepared by early 2010.

OECD Working Group on the Economic Aspects of Berdity (WGEAB):

The WGEAB is holding a workshop on 2 July 2009. sTprovides an additional
opportunity for discussion of proposals for a glob@echanism for biodiversity
conservation. The provisional title for the workphas ‘Innovative Financing
Mechanisms for Biodiversity Conservation (and Sustiale Use)'. It will be open to
OECD delegates and external experts, and will gea potential forum for further
discussion of one or more of the GDM proposals. Whekshop will be followed by a
WGEAB meeting for OECD delegates on 3 July 20009.

BioEcon X and Similar:

There a numerous meetings on policies relatedddiversity conservation, and one
such is the BioEcon workshop in Venice on 21-22t&eaper 2009. It would be

propitious to place GDM proposals on the agendasuoh meetings, or to place the
Workshop Report or a Background Paper up for cenattbn at such meetings.

CBD COP-10:

The medium-term objective for the development @M is to prepare a proposal
for consideration at the CBD COP-10. COP-9 gavetrang mandate for the
development of a financial mechanism for biodivgrsionservation at the global
level. It provides guidance on the avenues fornporating a GDM proposal into the
CBD process, specifically at COP-10.

The decision on financial resources is particulaghgvant, in particular the adoption
of the strategy for resource mobilization contaimethis decision (decision 1X/11 B).
Goal four of the strategy is t@&xplore new and innovative financial mechanisms at
all levels with a view to increasing funding to popt the three objectives of the
Convention’, and refers to PES in sub-goal 4:Td promote, where applicable,
schemes for payment for ecosystem services, camsihd in harmony with the
Convention and other relevant international obligas”). There are also activities
on biodiversity offsets (4.2) and innovative sosra® international development
finance (4.5).

Para 9 of decision IX/11 B maps out a process tothér work on goal 4 of the
strategy for resource mobilization and this progessides an entry point for feeding
subsequent work on a GDM into the CBD process:

(@) Requests the Executive Secretary to preparecantent on policy options
concerning innovative financial mechanisms, witputs from regional centers of
excellence in a geographically balanced way anddat it to the Ad Hoc Working
Group on Review of Implementation of the Convention

(b) Requests the Ad Hoc Working Group on Reviewlraplementation of the
Convention to identify a series of options and @pliecommendations concerning



innovative financial mechanisms, based on the abdwemation and the submissions
received from Parties in response to the invitatontained in paragraph 6 of the
present decision; (paragraph 6 reads: Invites dzatth submit views on concrete
activities and initiatives including measurablegts and/or indicators to achieve the
strategic goals contained in the strategy for resomobilization and on indicators to
monitor the implementation of the strategy)

(c) Requests the Ad Hoc Working Group on Reviewlmplementation of the
Convention submit the results for consideratiorthe/Conference of the Parties at its
tenth meeting.

The Working Group on Review of Implementatisrtentatively planned to take place
in May 2010, approximately 5 months prior to CORisTprovides a timeline for the
development of a firm proposal, incorporating sdimee for governments to further
reflect on the idea and their position after a ficaind of formal negotiations.



Timetable for further work on the development of a GDM

2009
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Aug

Sep
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Expert Workshop on
development of a GDM

Period for Steering
Group decision making
on one or more GDM
proposals

OECD WGEAB
meeting

Contributions to TEEB
report for policymakers
(b1)

Publication of TEEB
report for policymakers
(B1)

Contributions to TEEB
reports for business and
consumers (D3 and D4)

Publication of TEEB
reports for business and
consumers (D3 and D4)

CBD WG on Review of
Implementation —
deadline for submission
of concrete proposal

CBD COP-10
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Annex A:

Participants in an Expert Workshop, Amsterdam February 2009

NAME Country ORGANISATION

Governments

Helen Dunn UK Defra

Deanna Donovan UK Joint Nature Conservation Committee
Carlos Mufioz Pifa Mexico Instituto Nacional de Ecologia, Mexico

Arthur Eijs

Netherlands

Ministry of Housing, Spatial Planning and the Environment

Stefan van der Esch

Netherlands

Ministry of Housing, Spatial Planning and the Environment

National Center for Environmental Economics
David Simpson USA US Environmental Protection Agency
Peter Bos Netherlands Ministry of Agriculture, Nature and Food
Michael Léfroth Sweden Ministry of the Environment
Chikara Nishida Japan Ministry of the Environment
Ms Laksmi Dhewanthi Indonesia Assistant Deputy for Environmental Funding & Incentive
Matthias Bechtolsheim Germany KfW Bankengruppe
NGO's
Josh Bishop Switzerland World Conservation Union (IUCN)
Mandar Trivedi UK Global Canopy Programme
Andrew Mitchell UK Global Canopy Programme
Mark Eckstein USA WWEF-US
Pablo Gutman USA WWEFE-MPO
Kerry ten Kate USA Forest Trends
Pedro Leitao Brazil Brazilian Biodiversity Fund (FUNBIO)
Francis Vorhies Switzerland Earthmind
Alice Ruhweza Uganda Forest Trends
Annemieke Wijn USA Rainforest Alliance
IGO (Intergovernmental Org) IFC, CBD, OECD, UNEP
Catherine Cruveillier Cassagne | USA International Finance Corporation (IFC)
Juan Jose Dada USA International Finance Corporation (IFC)
Markus Lehmann Canada CBD
Katia Karousakis OECD — WGEAB
Pavan Sukhdev UK TEEB
Patrick ten Brink UK TEEB
Andrew Bovarnick Panama United Nations Development Programme (UNDP)
Business
Mikkel Kallsoe Sri Lanka World Conservation Union (WBCSD)
Jan Kees Vis Netherlands Unilever
Jan Fehse UK Ecosecurities
Bob Norman UK Greenpalm Ltd
Sachin Kapila UK Royal Dutch Shell
Jeremy Goon Singapore Wilmar International (head of sustainability)
Academics
Carlos Frickmann Young Brazil University Fed. De Rio de Janeiro
Tim Swanson UK University College London
Katrina Mullan UK University of Cambridge
Randall Kramer USA Duke University




Annex B — Agenda for an Expert Meeting, Amsterdamf-ebruary 2009

A Green Development Mechanism:
Towards an international market-based instrumefh&mce biodiversity
conservation
Expert Workshop
9-10 February 2009, Amsterdam

Monday 9 February 2009 commencing 9:00 a.m.
Goal of Session 1 (morning) - To reach agreement on

» the general nature of the biodiversity problem;

» the contribution of existing mechanisms and adésitfor addressing the

problem;
« the case for a Green Development Mechanism

Case for a Green Development Mechanism (ChaihukrEijs)

8.30-9.00 Registration

9.00-9.20 Welcome by Marijke Vos, Amsterdam Gulon for the
Environment

9:20 - 9:50 Key note speech: GDM and TEEB (Pauw#h8ev)

9.50-10.10 General case for a GDM (Tim Swanson)

10.10 - 10.30 CBD mandate for development of a GDMrkus Lehman)

10:30 — 11:00 A Survey of Recent International Bredsity Conservation
Initiatives (David Simpson)

11.00 —11:20 | Coffee Break

11.20-12.40 Discussion on approaches to a GDM

12:40 — 1:00 Concluding remarks from Chair on das@ GDM

1:00 - 2:00 Lunch

Goal of Session 2 (afternoon)
Framing A Discussion: What are the key elements GDM?
Suggested Areas of Discussion -
« Theme 1 - Caps (Constraints and Creation of Déijnan
» Theme 2 - Certification (Authority and Process)

« Theme 3 - Exchangeability (Offsets, ExchangeeRatScience and
Measurement)
e Theme 4 - Monitoring and Enforcement (Legal Sttt Policing,
Longevity)
KEY ELEMENTS OF GDM (Chair: Josh Bishop)
2:00-2:30 What are the constituent elements of aM@D Framing A&
Discussion
(Tim Swanson)
2.30-3:00 General Discussion on Caps and Comistra— Leader: David
Simpson
3:00-3.30 General discussion on Certificatioieader: Sachin Kapila
3.30 — 4:00 Coffee Break
4:00- 4:30 General discussion on Exchangeabilityeader: Pavan Sukhdey
4.30 -5.00 General discussion on Monitoring/Erdarent-Leader: Carlgs




Munoz

5:00-5.30

Concluding remarks from Chair on tleessary elements of
GDM

Tuesday 10 February 2009
Goal of Session 3 (morning) — To finalise the kepstituent elements of a GDM by
forming working groups to: a) draft 1-2 page docutseproposing a GDM and
providing reasons for the proposal; and b) developlan of work for taking the
Proposal forward.

Developing a GDM (Chair: Catherine Cassagne)

9.00-9.15

Summary of First Day (Chair)

9:15- 9:30

Developing a GDM - role of workingogps (TMS)
a) GDM Proposals
b) GDM Reasons
c) GDM Plan of Work

9.30 - 11:00

Working Groups meet to write Proposal a GDM and its
Reasons
WG1 — (chair: Simpson)
WG2 - (chair: Munoz)
WG3 - (chair: Sukhdev)

10.30 - 11.00

Coffee Break

11.30-12.30

Working Groups meet to write PlanVdrk to take Proposa

forward

WG1 — (chair: Simpson)
WG2 - (chair: Munoz)
WG3 - (chair: Sukhdev)

12.30-1.30

Lunch

Goal of Session 4 (afternoon) — Agreement on addamnd a Work Plan

Agreement on a Proposal and a Plan of Work
(Chair: Markus Lehmann )

1.30-2.30 Working Groups report back and gerdisalussion
WG1 - Report
WG2 — Report
WG3 - Report
General Discussion
2.30-3.00 Coffee Break
3.00 —4.00 General Discussion on Proposal foDMGChair)
4:00 - 4:30 Chair's Report to Hans Alders, chdirNational Task Force

Biodiversity & Natural Resources;

Closing remarks by Hans Alders; closure of meeting
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