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Foreword

In the last decade, the importance of the Earth’s ecosystem services to human well-being and their 

economic value have been repeatedly emphasized by the international community. In particular, 

the Millennium Ecosystem Assessment in 2005, and most recently the TEEB (The Economics of  

Ecosytems and Biodiversity) report in 2010 were milestones for highlighting the dependence of  

human livelihoods on ecosystems, their services (such as purification of air and water, disease and 

climate regulation) and goods (such as food, drinks). In spite of their relevance, ecosystems have 

been rapidly changed in the past and still continue to be altered at present, thereby mostly affecting 

the poor and risking the achievement of the Millennium Development Goals (MDGs).

The challenge of reversing the degradation of ecosystems and alleviating poverty while meeting  

increasing demands for ecosystem services requires significant changes in the way ecosystems and 

their services are governed. Flexible instruments and practical approaches are already available. 

However, these instruments and approaches need to be supported through functioning policies, 

laws and institutional frameworks in order to secure an impact at a larger scale.

The study Governance of Ecosystem Services – Lessons Learned from Cameroon, China,  

Costa Rica and Ecuador was the starting point of the project Effective Governance for the 

Provision of Ecosystem Services as a Means of Poverty Reduction, implemented by the IUCN 

Environmental Law Programme (IUCN ELP) with the support of the German Federal Ministry for 

Economic Cooperation and Development (Bundesministerium für wirtschaftliche Zusammenar-

beit und Entwicklung – BMZ). This study triggered the need for legal and policy analyses on the 

topics of payments for ecosystem services (PES) and reducing emissions from deforestation and 

forest degradation (REDD). Both concepts were further researched as promising instruments to 

ensure the internalization of environmental externalities, and thus to improve the effectiveness of  

ecosystem services governance. The IUCN’s research lead to the development of practical guidance 

for policy and law makers through the following publications: Payments for Ecosystem Services  

– Legal and Institutional Frameworks, and Legal Frameworks for REDD – Design and Implementation  

at the National Level.

As this study indicates, further research is needed in the future. In particular, strategic tools which 

might help to synchronize different governance instruments, leverage synergies, and overcome  

fragmentation need to be analyzed in further detail. In this regard, spatial planning has been  

identified in this study as an instrument with a great potential to mainstream ecosystem services into 

all governance frameworks. 

Dr. Alejandro Iza     Sheila Abed

Head, IUCN Environmental Law Programme  Chair, IUCN Commission on 

Director, IUCN Environmental Law Centre  Environmental Law

September 2011
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Introduction1
1.1 Ecosystem services and human well-being

In September 2000, world leaders adopted the United Nations Millennium Declaration in New York, 

with the aim of reducing extreme poverty by the year 2015. States committed themselves to eight 

Millennium Development Goals (MDGs):

Goal 1:  Eradicate extreme poverty and hunger;•	

Goal 2:  Achieve universal primary education;•	

Goal 3:  Promote gender equality and empower women;•	

Goal 4:  Reduce child mortality;•	

Goal 5:  Improve maternal health;•	

Goal 6:  Combat HIV/AIDS, malaria and other diseases;•	

Goal 7:  Ensure environmental sustainability; and•	

Goal 8:  Develop a global partnership for development.•	

The central concerns of these goals are humans and their living conditions. Human well-being  

requires basic matters necessary for a good life: first, food, water, and shelter; beyond that, health, 

security within social networks, and personal freedom to make decisions. The MDGs reflect these 

prerequisites for human well-being.

Many of these prerequisites involve the environment in general, and nature in particular. Poor people 

living in rural environments depend directly on fertile soils and regular rainfall, natural pollination, and 

natural regulation of pests for successful agriculture. Their survival requires the existence of wild 

animal and plant species to hunt and gather for food and medicines, access to fresh drinking water, 

the availability of firewood for heating and cooking, and the maintenance of the ‘green infrastructure’ 

as a natural platform for resilience (e.g., mangroves and coral reefs as a natural protection from 

storms and floods). Outside rural communities, human health and safety are still closely related to  

the environment and nature. For example, even in developed countries a considerable number of 

diseases, casualties, and deaths are clearly linked to poor water quality, natural disasters, or new 

pandemia (such as the bird or swine flu). Nature and its biodiversity provide effective and often 

cost-efficient response instruments, including water filtration and climate regulation systems, and  

ingredients for vaccinations and medicines. 

These instruments are provided by ecosystems. Because these services improve human conditions, 

they are called ‘ecosystem services’. The term will be further explained in section B. 

Clearly, there is a strong relationship between human well-being and ecosystem services. This  

relationship is so strong that healthy ecosystems and the continuing provision of ecosystem services 
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can be perceived as key for present and future human livelihoods and the fulfi lment of the MDGs. 

In fact, Goal 7, ‘Ensure environmental sustainability’, can be considered a cross-cutting goal, a 

prerequisite to achieving most (if not all) of the other goals. 

Figure 1 visualizes how the degradation of ecosystem services, especially in developing countries, 

can trigger a downward spiral of degradation and hazardously declining human well-being.

Figure 1 Interrelation of human well-being and ecosystem services in developing countries

Ecosystems, and therefore the goods and service they provide, are increasingly threatened by 

human activities. Growing populations and changing standards of living have caused pollution, 

overexploitation and even destruction of ecosystem services which can be made responsible for 

worsening, or even causing, natural disasters. Therefore, ways must be sought to address these 

problems in a comprehensive and effi cient manner. This study looks at how various governance 

instruments can be used to ensure the continuous provision of ecosystem services. 

1.2 Understanding ecosystem services

To understand the concept of ‘ecosystem services’, one must defi ne the terms ‘ecosystem’ and 

‘services’. 

An ecosystem is generally understood as ‘a dynamic complex of plant, animal, and microorganism 

communities and the nonliving environment interacting as a functional unit’.1 Thus, an ecosystem 

is a geographic area, in which the plants, animals, and microorganisms co-evolve with the physical 

environment (e.g. rocks, cold, heat, wind, salinity) to build an interdependent natural entity. 

1 Millennium Ecosystem Assessment, Ecosystems and Human Well-being: Synthesis. Washington D. C., 
2005, available at http://www.millenniumassessment.org/documents/document.356.aspx.pdf
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Ecosystems play a crucial role for human well-being because they provide valuable goods and  

important services. Ecosystem goods, such as food, water, and timber, are palpable and their value 

for human well-being is well known. In contrast, ecosystem ‘services’ are less obvious and thus  

humans are often unaware of them, or at least of their economic value. Ecosystem services are  

defined as: 

the conditions and processes through which natural ecosystems, and the species that make 

them up, sustain and fulfil human life.2 

The terms ‘environmental services’, ‘nature’s services’, or ‘ecological services’ are sometimes used 

synonymously with ‘ecosystem services’. Such differing terminology can be the result of literal 

translations from other languages into English. For example, the term ‘pagos por servicios ambien-

tales’ is used in Latin American countries to describe ‘payments for ecosystem services’. Translated  

verbatim into English, it says ‘payments for environmental services’. However, the concept remains 

the same.

Nevertheless, different terms can refer to slightly different concepts. Environmental services are 

sometimes understood as ecosystem services that do not pass through a market. Some argue that 

the term ‘environmental services’ implies that single services can be separated from one another, 

whereas the term ‘ecosystem services’ refers to a more integrated approach in which multiple 

services cannot be divided into independent services3 (like pollination and food production). 

This study uses the term ‘ecosystem services’ in a broad sense as shown in Figure 2 

Figure 2  Distinction of ecosystem goods and services

2 Daily, G., ‘Introduction: What Are Ecosystem Services?’ in G. Daily (ed.), Nature’s Services: Societal 
Dependence on Natural Ecosystems, Washington D.C., 1997, 3, and J. Salzman, et al., ‘Protecting 
Ecosystem Services: Science, Economics and Law’, Stanford Environmental Journal 20 No. 2:309–32 
(2001). 

3 Scherr, S., et al, For Services Rendered. Current Status and Future Potential of Markets for Ecosystem 
Services of Tropical Forests: An Overview, Technical Series No. 21, International Tropical Timber Organization 
(ITTO), 2004. 
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Figure 2 shows that ecosystem services comprise a range of processes: 

Provisioning services•	 : Ecosystems produce goods like food, fibre, timber or fuel; provide water; 

and ensure genetic diversity, which is instrumental for the development of new crop varieties, 

pharmaceuticals, or wellness products. 

Regulating services•	 : Ecosystems also regulate weather patterns and the climate as a whole at 

regional and global scales. They control diseases, pests, and water quality as well as quantity 

(environmental flows).

Cultural services:•	  Ecosystems build a framework for cultural, spiritual, and recreational activities 

and experiences. 

Supporting services:•	  Finally, ecosystems support these provisioning, regulating, and cultural  

processes through soil formation and pollination for the production of food, photosynthesis (which 

produces oxygen and energy, which humans consume through their food), and nutrient cycling 

(which provides fertile soil for plant growth). 

1.3 Value of ecosystem services

The specific services vary from ecosystem to ecosystem as does the value of these services to  

humans. Ecosystem services have characteristics of ‘public goods’, as defined by economic theory, 

meaning that the service is available to everyone once it is provided (the service is ‘non-excludable’) 

and that consumption of the service by one person does not, or at least not immediately, restrict the 

consumption of the service by other people (‘non-rival’). 

The concept of ‘public goods’ is a theoretical concept. In reality, no pure public good exists, but 

goods may be quasi-public or have a mixed character. (The economic terminology of ‘public’ and 

‘private’ goods does not refer to ownership of the goods. For example, the fact that a State owns a 

lake, does not make the lake a ‘public good’ in the economic sense.)

An example of a public good is carbon storage by a forest. Humans benefit from this public good 

because it helps prevent serious climatic changes and consequent natural disasters. As soon as one 

person pays for planting a forest, everyone in the region, and perhaps even globally, benefits from its 

services. However, the non-exclusivity of the service leads to a problem: no one is likely to pay for it; 

rather, everyone will try to benefit for free hoping that someone else will pay. 

Ecosystem goods, including agricultural crops and other aliment or timber are traded at markets 

with their price expressing their value. A potential buyer knows how much he or she is willing to pay 

for a good and a seller knows the price he or she wants. If the two are able to agree on a price, this 

price reflects how much the good is worth to them. If a good is rare, buyers may compete, driving 

the price up so only the highest bidder will be able to obtain it. In fact, a higher price generally signals 

the scarcity of a good. 

In contrast, because ecosystem services provide ‘free’ input to the production of a good (e.g. pollina-

tion for the production of fruits and vegetables), there is usually no market for them. The creation of a 

market requires that people are willing to establish an appropriate price which is generally not yet the 

case. At the same time, without a market, ecosystem services have no price to signal their scarcity 

or degradation. Thus, the market mechanism fails for public goods and services. 
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However, in the recent years economic theory has developed sophisticated methods for the monetary 

valuation of almost all ecosystem services. Building a compelling economics case for the conserva-

tion of ecosystems and biodiversity, the study on The Economics of Ecosystems and Biodiversity 

(TEEB)4 has evaluated the costs of the loss of biodiversity and the associated decline in ecosystem 

services worldwide, and has compared them with the costs of effective conservation and sustainable 

use.  This study has increased public awareness of the value of ecosystem services. Understanding 

the relative value of different ecosystem services to different groups in society is crucial to designing 

appropriate governance mechanisms for the provision of ecosystem services.

Table 1 describes the relationship between biodiversity, ecosystem goods and services that are  

provided, and their economic values 

Table 1  Relationship between biodiversity, ecosystems and ecosystem services5

Biodiversity Ecosystem goods and services 

(examples)

Economic values (examples)

Ecosystems  

(variety & extent/area)

Recreation

Water regulation

Carbon storage

Avoiding Greenhouse Gas emissions 

by conserving forests: USD 3,7 trillion 

(net present value)

Species  

(diversity & abundance)

Food, fibre, fuel

Design inspiration

Pollination

Contribution of insect pollinators to 

agricultural output: ~ USD 190 billion/

year

Genes  

(variability & population)

Medicinal discovery

Disease resistance

Adaptive capacity

25 – 50 % of the USD 640 billion 

pharmaceutical market is derived 

from genetic resources

1.4 Governance of ecosystem services

‘Governance’ can be defined as: 

the sum of many ways individuals and institutions, public and private, manage their common 

affairs. It is a continuing process through which conflicting or diverse interests may be accom-

modated and co-operative action taken. It includes formal institutions and regimes empowered 

to enforce compliance, as well as informal arrangements that people and institutions either have 

agreed to or perceive to be in their interest.6 

4 See www.teebweb.org .

5 TEEB – The Economics of Ecosystems and Biodiversity, Report for Business - Executive Summary, 2010, 
4, available at www.teebweb.org/Portals/25/Documents/TEEB%20for%20Business/TEEB%20for%20
Bus%20Exec%20English.pdf .

6 The Commission on Global Governance, Our Global Neighbourhood, 1995. 
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Good governance contains a strong participatory element, as the needs and perspectives of  

different actors regarding a specific issue must be integrated. Good governance of ecosystem  

services, therefore, includes the interaction of various institutions and stakeholders at the vertical  

level, from national to local, as well as at the horizontal level, including agencies for nature conservation,  

agriculture, water supply, tourism, finance, and transportation. 

Policy is a crucial element of governance; it provides the visions, strategies, and plans for the  

management of common affairs. Policies need formal institutions and regimes to provide a clear 

framework which determines: 

Who has the power to make decisions, who has the power and responsibility to implement those •	

decisions, and who is held accountable if decisions are not implemented? 

How decisions are made, how those decisions are implemented or not implemented, and how •	

decision makers are held accountable? 

Law formally defines such a framework by granting certain rights to different people and determining 

their obligations; by establishing processes for decision making, implementation, and enforcement; 

and by providing mechanisms for avoiding and coping with conflicts among actors. Law gives 

stability and certainty to the system in which management takes place. Governance therefore 

benefits from a functioning legal framework which provides concrete and mandatory guidance. 

Figure 3  Management of common affairs (a) without law and (b) with law defining ‘who’ and  

   ‘how’

 

Thus, ‘governance of ecosystem services’ can be defined as the interaction of laws and other 

norms, institutions, and processes through which a society exercises powers and responsibilities 

to make and implement decisions affecting ecosystem services. Governance of ecosystem services  

emerges from the interplay of governmental, inter-governmental, and nongovernmental institutions,  

the private sector, and civil society based on rules established by statutory and customary law.  

Figure 4 shows how governance can work in two directions. The legal framework obviously influenc-

es the institutional framework and possible instruments. However, an instrument tested at the local  

level can also initiate the creation of adequate institutions and laws at a higher (regional or national) 

level. 

A B
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Figure 4 Framework for the governance of ecosystem services

 

In seeking to improve governance structures to ensure a sustainable provision of ecosystem  

services, it is necessary to understand how these institutional, legal, economic, and societal  

structures operate.

1.5 Legal framework

As mentioned earlier, law plays an important part in the governance of ecosystem services by directly 

affecting human behaviour. 

Statutory and customary law

The legal framework for governance of ecosystem services is comprised of statutory law, the  

written or codified law of a country, and also of customary law, traditional rules and norms (customs) 

that may prevail in certain areas of a country. Normally, statutory law is set by the State’s law- 

makers and applies to all people in the country. In contrast, customary law exists only at a local level 

and for specific groups of people (indigenous and local communities). It is usually developed over 

time, transferred from generation to generation orally, and builds a local system of laws, norms, and  

regulations devised to keep social order and maintain continuity of cultural practices. 

Although customary law is not always recognized by the statutory law of a country, it still plays a 

crucial role in the governance of ecosystem services for the following reasons:

As the statutory law is not always known at the local level, customary law is sometimes the only •	

law practised on the ground. 

Recently, in many parts of the world, indigenous and local communities have increasingly gained •	

cultural, political, and economic autonomy and control over natural resources and land. 

Legal Framework

Institutional Framework

Instruments

Governance of 
Ecosystem 
Services
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Customary laws sometimes include rules that value and conserve ecosystems and their services •	

better than statutory legislation.

Customary law is not only relevant within a local community but also for interactions between •	

community members and outsiders. 

Nevertheless, the focus of this publication is mainly on statutory law and its instruments. 

Constitution

A country’s constitution is a major instrument within the legal framework that has the potential to 

regulate ecosystem services. The judicial practice of deriving environmental rights, like the right to 

a healthy environment, from general human rights, like the right to life, recognized by a country’s 

constitution is slowly developing. Most modern constitutions even contain separate chapters, or at 

least provisions, regarding the environment. Such provisions could refer to ecosystem services, but 

as of 2010, most do not. 

General environmental laws

In the industrialized world, governments started to recognize the threat of environmental degrada-

tion and pollution in the early 1970s, which led to a gradual development of environmental policies 

and laws. Developing countries followed, mostly in the 1990s after the 1992 Earth Summit in Rio de 

Janeiro. However, in many countries the process of developing environmental legislation lags and is 

far from complete. 

General environmental laws, often in the form of environmental management or environmental frame-

work laws, address environmental protection as a cross-cutting issue. They try to integrate environ-

mental issues into other relevant sectors, and provide an opportunity to recognize new environmental 

concepts, such as ecosystem services, as well as to specify legal instruments for their implementa-

tion. 

Ecosystem related laws

Sectoral environmental laws (e.g., water laws, forest laws, protected areas laws, and biodiversity 

laws) usually focus on specific ecosystems and their services. Even if ecosystem services are not 

explicitly mentioned, these laws are the most relevant for governing ecosystem services. 

Indirectly relevant laws

Many laws have an indirect impact on the governance of ecosystem services. Such laws include  

legislation on finances, like taxes, which can be used as incentives or deterrents in managing ecosys-

tems services; legislation on planning and data collection, which provides the basis for the informed 

development of instruments for the governance of ecosystem services; and legislation regarding 

land tenure, the ownership and use rights over land and its natural resources, which can influence 

the access to ecosystem services. Laws on public participation also play a role in decision-making 

processes regarding ecosystem services.
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1.6 Institutional framework

The institutional framework for the governance of ecosystem services has vertical and horizontal 

dimensions. In the vertical dimension, institutions are differentiated by a hierarchy of international, 

national, regional, and local levels. The horizontal dimension distinguishes institutions by differ-

ent sectors, such as ministries of environment, agriculture, water, energy, economy, and fi nance. 

Furthermore, there are different types of institutions, encompassing the broad spectrum of actors 

on the governmental, inter-governmental, nongovernmental, and private sectors as well as civil 

society. 

Figure 5  Variety of relevant institutions for the governance of ecosystem services and the 

   resulting complicated governance structure

At the national level, in the environmental sector, institutions were initially created as separate 

entities, such as ministries of natural resources, mining, agriculture, cattle breeding, and forestry, 

but it is now common for these ministries to have overlapping charges. A process of consolidation, 

rationalization, and coordination has recently started in many countries.

Besides governmental institutions, inter-governmental and nongovernmental organizations are 

becoming increasingly important actors at all levels where they infl uence civil society and public 

policy and are involved in many projects relating to ecosystem services. They play multiple roles, 

such as advocates for public participation in decision-making processes or project implementers in 

cooperation with government agencies and/or the private sector. Furthermore, civil society can play an 
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important role, for example, when a civil movement strives for the protection of a natural area. Some 

ecosystems and their services are controlled partly by the private sector through land ownership or 

leasing from the government. 

1.7 Instruments for governance of ecosystem services

The instruments available for the governance of ecosystem services range from strict, top-down 

regulations that leave no room for individual discretion, to flexible market instruments, in which  

individual decisions are made within a framework. Whereas the possible restriction of individual or 

entrepreneurial decisions speaks for the use of market-based instruments, the risk of the possible 

exploitation of an ecosystem service, as described earlier, or the risk of a purely economic valuation 

of ecosystem services calls for at least some direct regulation. Therefore, a mix of different instru-

ments, chosen according to the circumstances of each country, will be found in practice. Examples 

of instruments are described in the following sections. 

Direct regulation

Direct regulation, often referred to as ‘command and control’, has been the dominant government 

response to environmental issues. Direct regulations usually set an environmental target, such as 

a specific threshold of the amount or type of pollution allowed in air or water, a specific amount 

of pollutants that can be emitted from a factory, a targeted annual rate of deforestation, or simply 

the protection of particular (endangered) species of fauna and flora. To achieve the environmental  

target, environmental standards – including technology-based standards, environmental manage-

ment standards, or product standards – can be developed for different sectors or different activities, 

and complemented with a penalty system to promote compliance. A popular instrument is issuance 

of permits and licenses for certain activities. Examples of other instruments used in direct regulation 

are listed below.

Environmental impact assessment

Separately, or as part of a licensing process, the requirement for environmental impact assessments 

can be a useful tool to inform decision makers and find equitable solutions. The purpose of environ-

mental impact assessments is the integration of environmental concerns into economic activities 

by balancing different needs and interests. The assessment should identify the environmental risks 

and effects of a planned project or activity, including the impacts on ecosystems and communities 

located therein. 

Protected areas

An important subset of direct regulation is protected areas legislation. In designating protected  

areas, the government decides, based on an established procedure, which areas should be protect-

ed, what level of protection should be achieved, and how this should be done. In this context, IUCN 

has defined six categories of protected areas, ranging from strict prevention of human interference 

to the sustainable use of natural resources: 
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Table 2  IUCN protected areas categories7

Category Definition by management objectives

Category I a: 

Strict nature reserve

Strictly protected areas set aside to protect biodiversity and also possibly  

geological or landform features, where human visitation, use and impacts are 

strictly controlled and limited to ensure protection of conservation values.  

Such protected areas may serve as indispensable reference areas for scientific  

research and monitoring

Category I b: 

Wilderness area

Protected areas are usually large unmodified or slightly modified areas, retaining 

their natural character and influence without permanent or significant human  

habitation, which are protected and managed so as to preserve their natural 

condition.

Category II: 

National park

Protected areas are large natural or near-natural areas, set aside to protect  

large-scale ecological processes along with the complement of species and  

ecosystems characteristic of the area, which also provide a foundation for  

environmentally and culturally compatible spiritual, scientific, educational,  

recreational and visitor opportunities.

Category III: 

Natural monument or 

feature

Protected areas are set aside to protect a specific natural monument, which can 

be a landform, sea mount, submarine cavern, geological feature such as a cave 

or even a living feature such as an ancient grove. They are generally quite small 

protected areas and often have high visitor value.

Category IV: 

Habitat/species  

management area

Protected areas aim to protect particular species or habitats, and management 

reflects this priority. Many category IV protected areas will need regular, active 

interventions to address the requirements of particular species or to maintain 

habitats, but this is not a requirement of the category.

Category V: 

Protected landscape/ 

seascape

A protected area where the interaction of people and nature over time has pro-

duced an area of distinct character with significant ecological, biological, cultural 

and scenic value, and where safeguarding the integrity of this interaction is vital 

to protecting and sustaining the area and its associated nature conservation and 

other values.

Category VI: 

Protected area with 

sustainable use of natural 

resources

Protected areas that conserve ecosystems and habitats, together with associated 

cultural values and traditional natural resource management systems. They are 

generally large, with most of the area in a natural condition, where a proportion  

is under sustainable natural resource management and where low-level non-

industrial use of natural resources compatible with nature conservation is seen  

as one of the main aims of the area.

Spatial planning

Spatial planning (zoning) is often used in protected areas to determine which human activities are 

allowed in different areas. Traditional zoning is concerned with avoiding negative impacts from the 

use of land. It is a form of land-use control in which a geographic area is split into zones, within 

which particular human activities are restricted or allowed. For example, an area may be designated 

for residential, commercial, industrial, or recreational activities by regulating the forms of land use, 

7 Dudley, N. (ed.), Guidelines for Applying Protected Area Management Categories, IUCN, 13-23 (2008).
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population density, lot sizes, or the clearing of vegetation. A more recent form of zoning, incentive 

zoning, allows exceptions from the original zoning plans in exchange for social benefits like public 

infrastructure, including parks, housing, schools or hospitals.

Sectoral environmental planning

An ‘environmental management plan’ combines instruments like zoning and environmental  

impact assessments. Environmental management plans are policy instruments generally used to  

coordinate activities and efforts from different actors with the purpose of implementing an  

environmental target. 

Ecosystem inventories

General environmental inventories are meant to provide public information on environmental issues. 

As an example, national laws often require governments to disclose information on pollution control 

and chemical hazards. In relation to the governance of ecosystem services, ‘ecosystem inventories’ 

can provide information about the location, size, characteristics, and even economic value of eco-

systems and the services that they provide. 

1.8 Economic instruments

Economic instruments can either create a new market or influence an existing market to achieve 

a certain outcome. They may try to influence which resources are exploited and how by setting 

monetary incentives. Economic instruments related to the governance of ecosystem services range 

from traditional measures like taxes, which are modified based on environmental concerns, to newly 

created markets for ecosystem services. Almost any ecosystem service can be traded, as long as a 

process and a system are in place to issue tradable units for activities related to those services. 

Taxes and fees

Taxes and fees are broad-based economic instruments that discourage consumption by raising pric-

es. For example, adding a tax to gasoline makes it more expensive, thus discourages consumption 

and emissions of greenhouse gases. A law that rationed gasoline would leave no choice to the indi-

vidual, whereas raising product taxes leaves the decision to buy at a higher price to individuals. 

Similarly, direct user fees and charges can restrict use or consumption of natural resources. For  

example, fees are often charged to access parks or wildlife areas, on water consumption or supply, 

or for licenses for timber logging or fishing. A major difference between taxes and fees is usually that 

the collected taxes are not earmarked to directly benefit the environment. Rather, tax money flows to 

the general budget first. Only a certain percentage of this general budget can then be allocated by 

the government to conservation activities. In contrast, the financial resources generated through fees 

and charges are more often earmarked to directly benefit the environment, including ecosystems and 

their services. 

Payments for ecosystem services

The concept of ‘payments for ecosystem services’ (PES) is aimed at generating sustainable financing 

for the conservation or restoration of ecosystems to ensure the continuing provision of their services. 

Payments generally contribute to the maintenance or enhancement of one or more ecosystem 
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services, including payments to peoples, communities, or individuals who serve as ‘guardians’ for 

the ecosystem. More specifically, a PES scheme requires the following criteria:8

A voluntary and legally binding transaction;•	

A well-defined ecosystem service or a land use likely to secure its provision;•	

At least one buyer;•	

At least one provider effectively controlling service provision;  and•	

Payments are made conditional on continued provision of the ecosystem service by the provider.•	

This definition emphasizes the secure provision of ecosystem services in return for payment. 

Different players can participate in PES schemes: (1) both payer and payee can come from the  

private sector or civil society, (2) one of them can come from the public sector, or (3) both actors can 

belong to the public sector. Generally, PES schemes are distinguished according to the following 

formats:

Public schemes, in which the payments are made by a public authority; •	

Open-trading schemes between private or public actors under a public regulatory regime ; and•	

Private schemes, in which private actors contract directly with private providers of ecosystem •	

services.

Trading schemes
Closely related to PES schemes is the creation of a market for ecosystem services by the  
government, in which a system of tradable or transferable permits is established. For example, if 
a government unit wants to develop a system to sell fish catch allowances, it must first determine 
the sustainable yield of the fish stock (the number of fish that can be caught without reducing the  
population over time), then issue individual fishermen a transferable quota, which they can either use 
or sell at a market. Emissions trading systems follow the same principle. Under the Clean Develop-
ment Mechanism of the Kyoto Protocol to the United Nations Framework Convention on Climate 
Change, developed countries set limits on the amount of greenhouse gases that can be emitted and 
assign industries allowances that can be traded on a market. Industries from developed countries 

may finance carbon absorption projects in developing countries to obtain additional allowances. 

Public information instruments

Economic theory is based on the idea that informed actors will make rational choices in a market. 

Therefore, the availability of adequate information is a prerequisite for functioning markets. One way 

of providing information is the use of eco-labelling or product certification, disclosing information 

about the producers, products, and production processes to consumers. Consumer preference for 

products with eco-labelling or product certification can create an incentive for companies to meet 

the standards to achieve the label. A familiar example is organic certification of agricultural products; 

other examples include environmental certification of forest products, green hotels and tours, and 

energy-certified buildings and appliances. 

8 Robertson, N., and S. Wunder, Fresh Tracks in the Forest: Assessing Incipient Payments for Environmental 
Services Initiatives in Bolivia, CIFOR (2005).
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1.9 Rights-based approach to conservation

Regardless of the specific instruments preferred by a State to govern its ecosystem services, it is 

important to ensure the harmonization of nature conservation activities with the rights of people, 

in particular human rights. One way to achieve such harmonization is through the application of a 

rights-based approach (RBA) to the conservation of ecosystem services. 

An RBA to conservation is a cross-cutting instrument. For example, in the context of environmental 

impact assessments, an RBA to conservation means that while putting an emphasis on conserva-

tion, the livelihoods and human rights aspects of a project or activity must be integrated to enable an 

informed and equitable decision-making process.9 Because the conservation of ecosystem services 

and human rights are generally interlinked,10 the need for a RBA exists for all instruments governing 

ecosystem services. 

1.10 Scope of this study

This study looks at governance of ecosystem services from the perspective of the definition in  

section 1.2, ‘the conditions and processes through which natural ecosystems, and the species that 

make them up, sustain and fulfil human life’. 

It describes the existing legal and institutional frameworks, including the specific legal and  

policy instruments used to directly or indirectly govern the provision of ecosystem services, as they 

are found in four countries: Cameroon, China, Costa Rica and Ecuador. These countries cover a 

wide geographical range, including South and Mesoamerica, Central Africa, and Asia. Cameroon 

and Ecuador were chosen as representatives of rain forest nations with high deforestation rates,  

posing a significant threat for forest ecosystems and their services. China shows the perspective of 

a country with an economy in transition, great pressure on its ecosystems, and a relatively advanced 

governance system. Costa Rica is known for its pioneering role in the introduction of payment for 

ecosystem services schemes, a promising new instrument for governing ecosystem services. 

In conducting these country assessments, the first step was to identify each country’s ecosystem 

services and their general economic values. Second, the frameworks for the governance of ecosys-

tem services were analyzed, including each country’s policies, laws, institutions, and instruments 

that impact ecosystem services. As a last step, the country authors drew specific conclusions and 

made recommendations based on their analyses.

Chapter 6 compares the findings of the four country case studies and summarizes lessons learned 

regarding the possible enhancement of governance of ecosystem services. Chapter 7 provides some 

sequential steps that can be taken to enhance governance of ecosystem services.

9 For further information on rights-based approaches to conservation, see www.rights-based-approach.org.

10 Campese, J., T. Sunderland, T. Greiber, and G. Oviedo, (eds.), Rights-Based Approaches: Exploring Issues 
and Opportunities for Conservation, CIFOR and IUCN, 6–7 (2009).
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The Case of Cameroon2
2.1  Introduction1

2.1.1  Geographic and social aspects

Located in Africa’s Gulf of Guinea, Cameroon is often described as ‘Africa in miniature’ because of 

its cultural and ecological diversity. Cameroon has an estimated forest cover of 21 million hectares2 

covering more than 45 percent of its territory.3 These forests are marked by extraordinary biodiversity 

and a high rate of endemism. Cameroon’s annual rate of forest loss accelerated from 0.9 percent 

between 1990 and 2000 to 1 percent between 2000 and 2005.4

Cameroon’s population of almost 18 million is young (41 percent are under 15 years of age), and 

growing (with a birth rate of 34 births per 1,000 women). The population is almost evenly divided 

between urban and rural and is unevenly distributed over the country’s 47.5 million hectares, with 

a higher density in coastal and mountainous areas5 and a lower density in the forested area in the 

south. Cameroon hosts more than 200 distinct ethnic and linguistic groups.

After a history of chiefdoms and Muslim fondoms, Cameroon became a German colony in 1884 and 

was divided between France and Britain after World War I. Following a long struggle for indepen-

dence, the country became the United Republic of Cameroon in 1972. The government is compara-

tively stable under a strong political party, but corruption is widespread. In 2007 Cameroon ranked 

138th of 163 countries rated from least to most corrupt by Transparency International.

The economy is based on agriculture, livestock, and logging, with some industry. Logging, mainly  

handled by foreign firms, provides the government with about US$60 million per year, but most of 

the country’s tropical rainforest remains inaccessible to loggers. The country ranks 130th in per capita  

income.

1  Samuel Nguiffo is Director at Centre pour l’Environnement et le Développement. Email:  
snguiffo@cedcameroun.org

2    United Nations Food and Agriculture Organization (FAO), 2005, Forest Resource Assessment Global  
Tables, ‘Extent of forest and other woodland in 2005’, www.fao.org/forestry/site/fra/en/ (accessed 31 July 
2009). 

3    FAO, Forest Resource Assessment Global Tables. There are dense forests in the south, east and south-
west, degraded forests in the centre and in the littoral areas, and degraded and gallery forests in the west 
and in the Adamawa. 

4  FAO, Forest Resource Assessment Global Tables, ‘Change in extent of forest and other wooded land  
1990-2005’.

5   Conseil National, Deuxieme recensement general de la population et de l’habitat du Cameroun. Volume III: 
analyse preliminaire. Tome 9: ‘synthese des rapports preliminaries’, 1992. 

Samuel Nguiffo1
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2.1.2  Value of forest ecosystem services 

Apart from timber, the government does not acknowledge economic uses for other forest services 

such as hunting concessions, export of special products, or ecosystem services. To understand 

the real economic value of Cameroon’s forest ecosystems, the services described below must be  

recognized and calculated:

Water filtration and food security

The water filtration role of upstream forest ecosystems is crucial for providing clean water to down-

stream agriculture and cities. Ironically, in Cameroon four bottled water factories with upstream loca-

tions thrive as degraded watersheds pollute municipal drinking water. Indigenous populations get 

most of their food through hunting, harvesting, and gathering,6 and the Bantu, a sedentary forest 

population, also harness these resources for food. Studies indicate that people living quite far from 

the forest also depend on forest products.7

Maintenance of genetic resources (biodiversity)

Cameroon’s forests are known for their rich biodiversity including about 8,000 plant species of which 

156 are endemic with 45 found only on Mount Cameroon.8 Cameroon is home to about 250 mammal 

species,9 132 of which (53 percent) live in the forest zone and 12 (5 percent) are found in mountain 

areas. Forty of the mammals in the forest zone appear on the IUCN list of endangered, seriously 

endangered, or vulnerable species.10

Mitigation and adaptation to climate change (carbon sequestration)

Forests play an important role in carbon sequestration. Cameroon’s tropical forest ecosystems  

contain high quantities of carbon per unit area-- from 150 to 500 tons per hectare.11 

Protection against natural hazards

The mountain forests are protected because they anchor the soil and protect the mountains from  

6   See Abéga, S.C. et al., Pygmées Baka. Le droit à la différence, Université catholique d’Afrique centrale, 
Yaounde, 1998.  

7   See Ministère de l’Environnement et des Forêts/ Deutsche Gesellschaft für Technische Zusammenarbeit 
(GTZ) / Programme des Nations Unies pour le développement. Plan National de Gestion de l’Environne-
ment (PNGE). Conservation, gestion et valorisation de la biodiversité et des ressources forestières. 1995; 
see also Centre for the Environment and Rural Transformation and AIDEnvironment, The Wealth of forests 
in Cameroon: Results of field testing a methodology for the valuation of non-timber forest products (NTFP) 
in North west and South West Cameroon, 1999.

8   Thomas, D.W. and Cheek, M., Vegetation and plant species on the south side of Mount Cameroon in the 
proposed Etinde Reserve. Report to the Cameroon Government, 1992.

9   According to Vivien, J., La faune du Cameroun: Guide des mammifères et des poissons. Groupement Inter-
Patronal du Cameroun et Ministère de la Coopération Française et du Développement, 1991. 

10   Fomete, N. T. and Tchanou Chanou, Z., La gestion des ecosystems forestiers du Cameroun à l´aube de l´an 
2000, Vol. 1, 1998.

11   Lescuyer, G. and Locatelli, B., Rôle et valeur des forêts tropicales dans le changement climatique, Bois et 
Forêts des Tropiques, Vol. 260:5-17, 1999. 
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landslides. Recent landslides have led to more rigorous protection. Coastal mangrove forests  

protect against floods and coastal erosion. 

Recreational and aesthetic benefits (eco-tourism)  

Because of their rich biodiversity, Cameroon’s forests, particularly the remote southern national 

parks, have untapped potential. Currently, indigenous populations are the main beneficiaries of these 

forests. Indeed, their cosmogony sees forests as the place where Komba, the god of the Baka, loves 

to stroll.12 The Baka and other indigenous peoples in southern Cameroon also love to stroll in the 

forest, whose nooks and corners they master. Their knowledge of the forest makes them excellent 

trailers for hunting guides, forest prospectors for industrialists, and eco-tourism partners. 

2.1.3  Attitude within society towards conservation of ecosystems and their services 

Rural indigenous people have various attitudes toward the environment.13 To the Bantus, the  

forest is both an obstacle to agriculture (around the villages), and a natural asset that provides  

goods (e.g. medicines) and services (especially cultural). Use of the forest for economic purposes is 

not incompatible with this view as long as it generates benefits for the Bantu people in recognition of 

their traditional ownership of the forest. By contrast, the semi-nomadic indigenous people consider 

forests as a living environment and a source of life of which they are the custodians. This perception 

is incompatible with industrial logging, which is viewed as a source of perturbation of the forest.

Forests are widely discussed in the national press where concerns are raised about the disappear-

ance of forests caused by industrial logging and questions asked about the fairness of the distribu-

tion of logging revenue.14 

Although many park managers may think that all human activities are prohibited in parks, the law 

actually requires the incorporation of the interests of neighbouring communities in park management 

plans. The law also provides for compensation to communities if their use rights are reduced. How-

ever, these legal provisions have not been applied. Park managers take an authoritative approach 

aiming for quick results without consulting with communities. Communities around protected areas 

often have limited legal knowledge and do not consider access to court as an option. As a result, 

many conflicts occur that may have been prevented with better coordination.

For example, the Dja Faunal Reserve (La Réserve de Faune du Dja) was managed for more than 

10 years with the technical and financial support of the European Union within the framework of 

the Central African Forest Ecosystems (ECOFAC). When the project ended in 2000, there was a 

resurgence of poaching of large mammals, especially elephants. Despite the amount of human 

and financial resources devoted to the project, it did not continue after the funders left, mainly  

because the local people had not bought into the project’s benefits. Examples of conservation  

objectives approved by communities are few and are insufficiently documented. No such cases 

12   See Brisson, R., Mythologie des Pygmées Baka, 1999.

13   Centre pour l’ Environnement et le Développement, Etude sur les pratiques traditionnelles et locales dans 
la gestion des forêts au Sud Cameroun, 1997.

14   See Nguiffo, S., et al., Etude sur la perception de l’impact socio-économique de l’exploitation forestière 
industrielle au Cameroun, 2006.
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are documented in the southern forest zone where conservation challenges are greatest and where  

social conflicts relating to conservation are frequent and sometimes violent. 

One good example of community support is the effort to provide Mount Kupe in western Cameroon 

with the status of a strict nature reserve (Réserve écologique intégrale). Mount Kupe, which is reput-

ed for its rich biodiversity, also has a high cultural value because of the popular belief that it is home 

to the spirits that protect communities living on the plain. Local traditional authorities requested the 

highest level of protection of the mountain in order to preserve the tranquillity of the gods. This is a 

rare case in which conservation objectives coincide with local cultural imperatives. 

2.2  Governance of ecosystem services

2.2.1  Development of environmental law in Cameroon

Environmental law is quite new in Cameroon. In the colonial period and the early days of indepen-

dence, there was a body of laws and regulations governing the use of land and natural resources, 

but it did not qualify as environmental law. The first comprehensive policies on the environment were 

prepared in the 1990s. With the assistance of the international community, Cameroon established a 

National Environmental Management Plan (Plan National de Gestion de l’Environnement -- PNGE)15 

and a Forest Environment Sector Programme (FESP),16 the preparation of which involved in-depth 

assessment and planning. After an exhaustive review of environmental conditions, the PNGE was to 

make projections based on demographic data and propose a program of action to optimize the use 

of environmental resources and services. 

However, the PNGE discusses forests from the same perspective as the 1994 Forest Law,17 which 

defines the forest not as an ecosystem, but rather as a sector that includes timber and other forest 

products to be managed for profit. It addresses services, such as ecotourism, as another form of  

exploitation of the natural environment. Protected areas, which are designed as a means for pre-

serving wildlife habitat, may be the only designation to protect forest ecosystem services. 

2.2.1.1  The Constitution

Adopted in 1996, the Cameroonian Constitution18 attaches great importance to the environment. 

It reflects the country’s ambivalence over whether the environment and natural resources are an  

opportunity for development or a heritage to be conserved. The preamble reaffirms Cameroon’s  

resolution to ‘exploit natural riches in order to ensure the well-being of all and raise the standard of 

living of populations’ and proclaims its ‘right to development’. At the same time, it recognizes the 

‘right to a healthy environment’ and establishes environmental protection as a right of any citizen.19 

15   Article 13, Loi n° 96/12 du 5 Aout 1996 portant loi-cadre relative a la gestion de l’environnement (1996 
Environmental Framework Law). 

16   World Bank, Project ID P073020, 28 February 2006–31 December 2009. 

17   Loi n° 94/01 du 20 janvier 1994 portant régime des forêts, de la faune et de la pêche (1994 Forest Law). 

18   Loi n° 96-06 du 18 janvier 1996 portant révision de la Constitution du 2 juin 1972, (1996 Constitution of 
Cameroon).

19   This provision of the preamble of the 1996 Constitution draws inspiration from the African Charter of  
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Furthermore, the State has the obligation to ensure the protection and the promotion of the environ-

ment.20 The Cameroonian legislature has opted for a broad understanding of the concept of environ-

ment, which goes far beyond goods and tangible products to embrace intangible resources.21

2.2.1.2  The 1996 Environmental Framework Law

The 1996 Environmental Framework Law22 is the backbone of the regulatory framework on the  

environment. It provides for the management of a broad range of environmental issues, to be  

specified in later laws and regulations. Pursuant to the Constitution, the 1996 Environmental  

Framework Law proclaims that: 

The environment in the Republic of Cameroon shall constitute a common heritage of the nation. It •	

shall be an integral part of the common heritage (...). Its protection and the sound management of 

the resources that it offers to life shall be of general interest.23

The protection of nature, species and their habitats, and ecosystems is of national interest.  •	

Furthermore, it is declared a duty of public authorities and every citizen to watch over the safe-

guarding of natural heritage.24

The 1996 Environmental Framework Law25 requires the government to prepare policies on the  

environment and coordinate their implementation. Such responsibility is incumbent on the ministry 

responsible for managing the environment in association with two coordinating bodies: the Inter-

Ministerial Committee on the Environment26 and the National Advisory Commission on the Environ-

ment and Sustainable Development.27 It requires a systematic and multidisciplinary analysis of all  

national environmental problems and preparation of a National Environmental Management Plan.28 This  

holistic vision could permit a coordinated approach that considers all ecosystem functions, including 

Human and Peoples Rights, which is an integral part of the national constitution, and which proclaims, for 
the first time in an international agreement, a human right to a healthy environment. 

20   Preamble of the 1996 Constitution of Cameroon.

21   This view is confirmed by Section 3 of the 1996 Environmental Framework Law, which stipulates that the 
government shall formulate national strategies, plans, and programs aimed at ensuring the conservation 
and sustainable use of the resources of the environment. 

22   The Loi n° 96/12 du 5 Aout 1996 portant loi-cadre relative a la gestion de l’environnement (1996 Environ-
mental Framework Law).

23   Article 10 (2) of the 1996 Environmental Framework Law.

24   Article 62 of the 1996 Environmental Framework Law.

25   Article 10 (1) of the 1996 Environmental Framework Law. 

26   See Article 10 (2) of the 1996 Environmental Framework Law and Décret n° 2001/718/PM du 03 Sep-
tembre 2001 portant organisation et fonctionnement du Comité interministériel de l’environnement, (2001 
Decree of the Inter-Ministerial Committee on the Environment) and Décret nº 2006/1577/PM modifiant et 
complétant le décret nº 2001/718/PM portant organisation et fonctionnement du Comité interministériel de 
l’environnement (2006 Decree of the Inter-Ministerial Committee on the Environment). 

27   See Article 10 (2) of the 1996 Environmental Framework Law. 

28   Article 13 of the 1996 Environmental Framework Law.
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the services they provide. The Law also requires that the State’s international commitments on the 

environment be incorporated into environmental legislation, regulations, and policy.29 

2.2.1.3  Legislation regarding forest ecosystems

The 1994 Forest Law stipulates that the purpose of forest management is to achieve sustainable 

production of forest products and services without undermining their intrinsic value or compromising 

the future productivity of the forest and without engendering undesirable effects on the social and 

physical environment.30 This definition of management is broad and contains one of the most explicit 

references to ecosystem services in Cameroonian legislation. Here, indeed, is a holistic perception 

of the forest, which covers products and services, economic productivity, and concerns linked to the 

physical environment and to the social context. 

However, the orientation of statutory law regulating the forest sector remains similar to that of the 

colonial period: indeed, it focuses on regulating forest use, giving priority to commercial uses as 

opposed to traditional uses, and only secondarily addresses conservation of species. Based on the 

1994 Forest Law, there are some 50 implementation texts such as decrees, orders, and circulars.

Two types of laws apply to forests in Cameroon and they are often in conflict. First, the various ethnic 

groups living in the forest have customary norms governing property and forest uses, which generally 

confer upon communities ownership rights over forest land and resources, and grant them a central 

role in setting the terms and conditions for the transfer of exploitation rights.31 Second, statutory 

(written) law derives its origin in the colonial period and upholds the State’s appropriation of the major 

part of forest land and resources. In its capacity as owner of forest land, the State organizes the uses 

by other stakeholders, including communities. 

Another set of norms, not fully discussed here, are those developed by foreign institutions such as 

the World Bank or the European Union32 in relation to specific projects.

2.2.1.4  Legal challenges

Cameroon’s environmental legal framework faces two challenges. One is legal pluralism -- the  

co-existence of a variety of customary laws, statutory laws, the legacy of German, British and French  

legal systems, and the usage rules of international corporations and organizations. The other  

challenge is the fact that although natural resources are crucial to the development of communities, 

especially in rural areas, community members’ knowledge of and ability to use statutory law to secure 

their rights are limited. 

29   Article 14 (2) of the 1996 Environmental Framework Law.

30   Article 23 of the 1994 Forest Law. 

31   Nguiffo, S., ‘In Defense of the Commons: Forest Battles in Southern Cameroon’. In: Goldman M. (ed.), 
Privatizing Nature: Political Struggles for the Global Commons, 1988. 

32   These are mainly World Bank operational policies and directives, and European Union policies. See for  
example: Clark, D. and Hsu, M., ‘A Citizen’s Guide to the Inspection Panel’, 1997 and Buhl, C. M.,  
‘A Citizens’ Guide to the Multilateral Development Banks for Indigenous Peoples’, 1994.
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2.2.2  Institutional framework

In Cameroon, a complex national institutional framework is characterized by a difficult cohabitation 

between a variety of public institutions and the many traditional institutions, which have limited or no 

recognition by the State.

2.2.2.1  Ministries in charge of the environment 

The Cameroonian government has a major role in defining and implementing management rules and 

regulations, yet its capacity is limited in terms of human and financial resources.

In 1992, the government services in charge of environmental management were brought together 

under the new Ministry of the Environment and Forestry (MINEF), whose responsibility was to imple-

ment government policy on environmental management in accordance with the international 

commitments of the State. By setting up the ministry against the backdrop of the 1992 United 

Nations Conference on Environment and Development (UNCED) in Rio de Janeiro, Cameroon was 

conforming to a well-established fashion in African countries. The young ministry consisted of an 

agglomeration of departments moved from existing ministries33 and newly created departments.34 

In December 2004, MINEF was split into two ministries: the Ministry of Forestry and Wildlife (MIN-

FOF) and the Ministry of the Environment and Nature Protection (MINEP).35 MINFOF is responsible 

for designing, implementing, and evaluating the government’s policy on forestry and wildlife. It is in 

charge of the management and protection of the State forests, the execution and control of refor-

estation, forest inventory, and forest management programs, and it oversees the legal compliance 

of forest exploitation. MINFOF’s National Agency for Forest Development (ANAFOR) is in charge of 

reforestation.36 It does not directly carry out reforestation activities, but rather plans and supervises 

tree planting by subcontractors (communities, municipalities and private companies). 

MINEP took over the duties of MINEF’s former Permanent Secretariat for the Environment (SPE), 

which was responsible for ‘grey’ environmental issues such as pollution.

2.2.2.2  Capacities37 

The ministries depend on foreign assistance, which represents up to 75 percent of their financing. 

The Ministry of the Environment and Forestry was set up after Cameroon signed its structural 

adjustment program. It soon suffered budgetary cuts imposed on the State because of an economic 

crisis. In 2001, MINEF had a staff of 1,800. In 2004, the staff was split up among MINFOF and MINEP, 

each comprising approximately 900 employees. Employees are ageing and are unevenly distributed 

throughout the national territory. For example, in the East Province, which has the country’s largest 

33   This was the case, for instance, of the former Department of Forestry of the Ministry of Agriculture, or the 
former Department of Wildlife and Protected Areas of the Ministry of Tourism.

34   Such as legal affairs, cooperation, and projects divisions.

35   See Article 4 and 5 of Décret n° 2004/320 du 8 décembre 2004 portant organisation du gouvernement. 

36   Decret n° 2002/156 du 18 Juin 2002 portant approbation des statuts de l’Agence Nationale d’Appui au 
Développement Forestier. 

37   See generally: Institutions et Développement, Revue Institutionnelle du Secteur Forestier au Cameroun. 
Rapport de Synthese, June 2002; and Global Forest Watch, An Overview of Logging in Cameroon, 2006.
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forests, the ratio was 176,000 hectares of exploitable forests per worker. As regards equipment, the 

five forested provinces of Cameroon had only five four-wheel-drive vehicles and 28 motor bikes in 

the early 2000s, which seriously impeded the mobility of the workers.38 

2.2.2.3  Institutional challenges 

National and local institutions responsible for managing the environment are fragmented and some 

lack a clear portfolio. There is a risk of jurisdictional conflicts and weak coordination. Thus, though 

MINEP is playing a central role in the management of the environment and the protection of nature, 

MINFOF has partial responsibility for the protection of the green environment, mainly forest ecosys-

tems and the wildlife therein. In addition, the Ministry of Lands and State Property is responsible for 

the governance of all lands, including forests. Finally, because of decentralization, State authority in 

the area of land use and urban planning is being transferred to the local level. 

Another problem is that ad hoc institutions overlap with existing ones and limit their efficiency. This 

is the case with the Permanent Committee for Pipeline Monitoring39 which incorporates some of the 

duties of the Inter-Ministerial Committee on the Environment.40 This proliferation of institutions has 

the advantage of reducing the risk of lack of competence: there are so many institutions that there 

is always a competent one in areas of interest for ecosystem services. However, such institutional 

fragmentation complicates coordination. 

2.2.3  Forest ownership and tenure 

From the early years of colonialism, State ownership of land has been the general legal regime of 

Cameroon. If no other ownership is established, land has been considered as State public land with-

out further formality. This spirit of the early years of the German protectorate persisted throughout the 

Anglo-French mandate and trusteeship and has continued since independence. The law, however, 

also recognizes customary usages of State land and authorizes privatization, under certain condi-

tions, through a registration procedure. Finally, as previously noted, conflicts may arise between 

statutory law and the diverse customary laws.

2.2.3.1  Ownership of forest land

Zoning allows two major categories of forests: (1) permanent forests made up of State forests  

and council (public entity) forests,41 and (2) nonpermanent forests, which include national forests, 

community forests, and private forests.42 (See Table 1)

38   Institutions et Développement, Revue Institutionnelle du Secteur Forestier au Cameroun. Rapport de Syn-
thèse, June 2002.

39   Le Comité de Pilotage et de Suivi des Pipelines is an inter-ministerial agency created under Décret Pré-
sidentiel n° 97/116 du 07 juillet 1997 fixant les modalités d’application de la Loi n° 96/14 du 5 août 1996 
portant Régime du Transport par Pipeline des Hydrocarbures en Provenance de Pays Tiers. 

40   See Article 10 (2) of the 1996 Environmental Framework Law, the 2001 Decree on the Inter-Ministerial Com-
mittee on the Environment and the 2006 Decree on the Inter-Ministerial Committee on the Environment. 

41   See Article 21 of the 1994 Forest Law laying down regulations governing forestry, wildlife, and fisheries. 

42   See Article 34 of the 1994 Forest Law.
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Permanent forests

Permanent forests have land titles and belong either to the State or to urban councils.43 Land-use 

change is prohibited in these forests in order to preserve the forest cover. Urban councils and rural 

councils ‘having legal personality and financial autonomy’44 are charged with administering local af-

fairs under the supervision of the state.45 Council forests are created by transfer from the State forest 

estate to the council (public entity).46 The State through MINFOF keeps the legal authority over their 

management.47 

Permanent forests can be managed for production or for protection. Protected areas are generally 

located in permanent forests. Foreigners, corporations, and individuals are not entitled to acquire 

permanent forest land. They may, however, benefit from long-term land concessions.

Nonpermanent forests

Nonpermanent forests are forests held in reserve by the State, private forests, and community  

forests.48 In nonpermanent forests, title of ownership for small plots of land can be granted to  

individuals. These landholdings are subjected to restrictive creation modalities, with the obligation 

to plant trees. The 1994 Forest Law defines private forests as ‘those planted by natural or corporate 

persons on their lands acquired in accordance with the legislation and regulations in force’.49 Private  

owners have an obligation to prepare a simple management plan, with assistance from the  

government service in charge of forests, to ensure steady and lasting productivity.50 In addition, 

‘implementation of the simple management plan of a private individual’s forest falls within his remit, 

under the technical control of the government service in charge of forests’.51 

The State has two types of involvement in the management of private forests, (1) technical  

assistance in preparation of management instruments to ensure consistency with national  

43   See Articles 25 (1) and 30 (3) of the 1994 Forest Law. 

44   Tazifor, J. T., Civics for Secondary Schools in Cameroon (Vol. 1), 1990.

45   Njoh, A. J., Planning in Contemporary Africa: The State, Town Planning and Society in Cameroon, 2003.

46   Article 30 of the 1994 Forest Law stipulates as follows: ‘Within the meaning of this law, a communal forest 
is any forest registered under the council or planted by the council (...). The registration deed shall fix the 
boundaries and management objectives of the said forest (…). A land title may be established in the name 
of the council’. 

47   Article 31 (1) of the 1994 Forest Law stipulates as follows: ‘Communal forests shall have a management 
plan prepared by the Government service in charge of forest’ at the request of council officials.

48   Article 35 (1) of the 1994 Forest Law defines national forests as ‘those that do not fit into any of the catego-
ries provided for by the new Forestry Law’. 

49   Article 39 (1) of the 1994 Forest Law. 

50   Article 39 (1) of the 1994 Forest Law.

51   Article 39 (3) of the 1994 Forest Law.
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management standards (with the cost borne by the applicant),52 and (2) supervision by the forestry 

administration of the implementation of the government-approved plans.53 

Community forests are portions of nonpermanent forests that are less than 5,000 hectares and whose 

management is ceded by the State to neighbouring communities at their request.54 There is no legal 

definition of ‘community’. The government may recognise a village, a group of villages, or a segment 

of the population of a village as a community that can apply for a community forest. 

These forests are managed in accordance with a simple plan prepared by the community with free 

technical assistance from the forestry administration.55 A management convention is signed between 

the State and the community for a 25-year period and is then renewable. Though the law does not 

impose it, the objective of nearly all community forests recognized to date is exploitation of timber. 

Transfer of land titles

The transfer of State property to a public entity (council), to communities, or to private persons is 

strictly governed by national land law. Registration, which is the sole means of transferring the land, 

only concerns lands in the national domain. Though the law does not specify the maximum surface 

area of land transferable to a third party, non-State ownership of large land reserves is limited to  

prevent the establishment of a land oligarchy. Although this restriction limits the claims of communi-

ties, it permits the creation of large industrial plantations covering vast expanses of land by state-

owned companies, which were set up after independence. The companies have been gradually 

privatised in response to the requirements of the World Bank’s structural adjustment program. (See 

Table 1)

Table 1 Ownership of forests in Cameroon

Type of forest Administrative name Legal status Usage

PERMANENT FOREST 

(derived from the  

territorial development 

objectives/zoning)

State forests Property of the State 

(with a land title in the 

name of the State)

Production forests,  

protection forests, etc.

Communal (council) 

forests

Property of the urban 

council (with a land title 

in the name of the urban 

council)

Production forests,  

protection forests,  

etc.

52   See Article 33 (4) of the Decree of 23 August 1995 that lays down implementing instruments of the 1994 
Forest Law. 

53   Article 11 of the 1994 Forest Law is worded as follows: ‘Protection of the forest, wildlife and fisheries re-
sources shall be the responsibility of the State’. 

54   Article 37 (1) of the 1994 Forest Law. 

55   Article 37 (1) of the 1994 Forest Law. See Article 30 (2) of the 1994 Forest Law with regard to the particular 
situation of communal forests.

u
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Type of forest Administrative name Legal status Usage

NONPERMANENT 

FORESTS  

(referred to as  

‘agroforestry area’  

in the zoning plan)

National forests Property of the State 

(without a land title in 

the name of the State)

Areas awaiting allocation 

(registration for private 

individuals or councils)

Private forests Private property of the 

individual owner (with 

a land title in his/her 

name) 

Areas allocated as 

private forests and 

managed as a private 

property, but with an 

obligation to comply 

with the legal provisions 

to protect the forest

Community forests Property of the State 

(without a land title in 

the name of the State)

Defined by a 25-year 

management convention 

between the village and 

the forestry department

Source: Karsenty, A., Comparaison des législations et des réglementations dans les six pays forestiers d’Afrique 

centrale, World Bank, Washington, 2005. 

2.2.3.2  Ownership of forest resources under statutory law

As the main owner of forest land, the State has the right to dispose, as it chooses, of the trees,  

special products, and wildlife. 

Private ownership of forest land does not necessarily signify ownership of forest products.56 Thus, 

ownership of trees is granted only if the landowner can prove that he/she planted them. If mature 

trees are dozens (or even hundreds) of years old, it becomes difficult for a community to prove 

it planted the forest, especially in an area marked by oral traditions and rural impoverishment.  

However, individuals have a right of pre-emption in case any natural product from their forests is 

sold.57 

With regard to public entities (such as councils), ownership of land prevails over ownership of timber 

and nontimber resources.58 The only restriction of ownership concerns genetic resources whose use 

for scientific, cultural, and commercial purposes is subject to State authorization.59 

Non-State ownership as an exception 

The only cases of non-State ownership are communal forests and private forests. Communal forests 

are set up either through transfer of State ownership to a council or when a council plants trees on  

56   Article 39 (4) of the 1994 Forest Law stipulates as follows: ‘forest products (…) found in natural forest 
formations within an individual’s forest belong to the State, except such products are acquired by the indi-
vidual concerned, in accordance with the legislation and regulations in force’.

57   Article 39 (5) of the 1994 Forest Law. 

58   Article 32 (3) of the 1994 Forest Law states that ‘forest products of all kinds arising from the exploitation of 
communal forests belong exclusively to the council concerned’.

59   See Article 12 of the 1994 Forest Law.
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its own land.60 Private forests are those planted by individuals or corporate entities on lands acquired 

in accordance with the law.61

In communal forests, all forest products belong exclusively to the council.62 However, the same does 

not apply to private forests, whose resources still belong to the State unless the owner can prove 

that he/she planted the forest.63 

2.2.3.3  Forest use rights 

Use rights of local communities
Although communities have few ownership rights recognised by modern law, they maintain use rights 
throughout the forest. Thus, in permanent forests, the 1994 Forest Law recognises the use rights of 
indigenous communities.64 Nevertheless, the law allows for the restriction of use rights if such rights 
run counter to the management objectives of the forest. In nonpermanent forests, use rights are more 
easily recognised for the neighbouring peoples and the management rules are less restrictive than in 
permanent forests.65 The scope of use rights thus alternates between strict supervision and extreme 
freedom, with the possibility of exploiting all goods and services of the forest. 

Use rights of local forest populations are free of charge and accessible to all, subject only to the 

condition of the geographical nearness of beneficiaries to the forest and the absence of protection 

for the resources. However, the products harvested under these use rights may be used only for the 

needs of communities and not for sale on the market. If use rights are restricted or removed, the 

beneficiaries of the use rights are entitled to adequate compensation in line with the procedure for 

expropriation for public utility purposes.66 

In view of the rural character of settlements in the Congo Basin, use rights are the most democratic 

formula to involve the population in forest management. The prohibition on marketing forest products 

is, however, a serious constraint to the valorisation of the resources by local communities, though 

the implementation of such measures, in terms of taxation and control of harvests, would be fraught 

with difficulties. 

It is interesting to note that the modalities for restricting use rights are not specified by the imple-

menting instruments of the law, which are also silent on the nature of the compensation -- cash or 

in-kind -- to be paid. In addition, the instruments in force in Cameroon are silent on how the use rights 

of communities are to be secured. 

60   See Article 30 (1) of the 1994 Forest Law.

61   See Article 39 (1) of the 1994 Forest Law. These are domains where there is a land title in the name of an 
individual or corporate entity. 

62   See Article 32 (3) of the 1994 Forest Law. 

63   Article 39 (4) of the 1994 Forest Law; otherwise, the land owner must purchase the forest products from the 
State. 

64   Article 26 (1) of the 1994 Forest Law stipulates that ‘the instrument classifying a State forest shall take into 
account the social environment of the indigenous peoples who shall retain their normal user rights’.

65   See for instance Article 36 of the 1994 Forest Law. 

66   Article 26 (1) of the 1994 Forest Law.
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Use rights for commercial exploitation

There are two categories of use or access rights that do allow the marketing of timber products: 

Access permits based on the volume of timber. These permits are personal, inalienable, reserved 1. 

for nationals, and valid for not more than six months. They are available only for nonpermanent 

forests, and 

Access permits based on surface areas. These permits range from 2,500 to 200,000 hectares. 2. 

Small surface-area-based permits are granted for not more than three years in the nonpermanent 

forest estate. Long-term exploitation rights over large surface areas are allotted in the permanent 

forest to registered companies for 15 years and then renewable. 

These permits do not constitute a waiver of state ownership. They confer the right to exclusively 

harvest, for a determined duration and within the surface area conceded, the products specified in 

the permit.67 The permits are based on the premise that long-term concessions provide an incentive 

for investments and an effective means of sorting out ‘good’ investors (those capable of sustaining 

an investment over a long period) and ‘bad’ investors (those interested only in short-term profits). 

Concessionaires are obliged to prepare a management plan, which is approved and supervised by 

MINFOF. Revocation of the permit is the most severe sanction imposed for violating the management 

plan but, in some cases, the law requires the permit holder to pay financial compensation to the State 

to repair any damage.

2.2.3.4  Ownership of forest land and resources under customary law

Land use by indigenous communities can clash with the various categories of forests defined 

in the 1994 Forest Law, particularly with the protected area category, which can be subject to  

serious restrictions.68 The 1994 Forest Law is meant to organize the management of all the forests in  

Cameroon, but does not take into account the customary laws of the communities living in the  

forest. Given their lack of knowledge about statutory law and its lack of legitimacy in their eyes,  

communities continue to use their customary laws when possible. This dual legal system often results 

in conflicts, which can only be resolved by the administration, according to the 1994 Forest Law. 

Customary law is distinct from statutory law on the issue of ownership and use of land and  

resources. Indeed, communities distinguish among three levels of ownership that range from private 

acquisition to collective ownership.

In villages, plots with houses, farms, and fallows are owned by individuals. Ownership of land is 

acquired by clearing in accordance with the ‘law of the axe’, recognised by all Bantu communities in 

southern Cameroon.69 

67   Article 62 of the 1994 Forest Law.

68   Nguiffo, S., Une seule forêt pour deux rêves : Les contraintes des Baka de Miatta face à la réserve de 
faune du Dja. In : Rapport sur la conférence Les peuples autochtones et conservation, Kigali-Rwanda 4-7 
September 2001. 

69   See Ndiaw, C., and Stone Njomkap, J. S., La terre et le droit. Une anthropologie institutionnelle de la tenure 
coutumière, de la jurisprudence et du droit fonciers chez les peuples bantou et pygmées du Cameroun 
méridional forestier, Yaoundé, Inades Formation, 1999; see also Le Roy, E., et al., La sécurisation foncière 
en Afrique: pour une gestion viable des ressources renouvelables, 1996. 
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Beyond the individually owned areas, communities usually have a land reserve made up of forests 

that have never been cleared for agriculture. Such forests belong to the customary domain of the 

village and have the status of common resource, or ‘commons’. Indeed, they belong to the entire 

group in a village and each member of the group has the right to take a portion in accordance with 

rules that are known to the entire group (such as clearing). 

Last, the group has the authority to exclude non-members of the community from ‘land reserves’ that 

extend to the frontiers with neighbouring villages. Thus, there is no vacant unowned land. According 

to customary law, the boundaries of villages are well known in rural areas and there are few contesta-

tions. The State recognizes these limits. 

Communities have a set of complex rules governing ownership and use of forest resources. The 

status of wild game is close to that of res nullius in Roman law; its capture confers right of owner-

ship. Greater control, close to a right of ownership, of some forest species is accorded to those who 

saw them before others in the village.70 For indigenous communities with no notion of ownership of 

land and resources,71 land is a zone of influence, a kind of radius around their gathering and hunting 

itinerary. 

Cameroonian legislation has provided both for enhancement of community rights, which are still 

weak, and for unprecedented extension of the duration and size of concessions, bringing the con-

cept of concessions closer to the concept of private land ownership.

Despite advances during the past decade, positive changes are still held back by bottlenecks within 

the administration and even within the entire society, which has not yet succeeded in discarding 

habits of opacity and corruption exacerbated by the rigours of an economic crisis. 

2.3  Land use planning for forests

2.3.1  Inventories

The 1996 Environmental Framework Law obliges the government to improve knowledge of the envi-

ronment through ‘research on the quality of the environment and related substances’.72 This directive 

can be understood as an obligation to collect and distribute scientific information and data about 

the state of the environment. Thus the State should be aware of the degradation of ecosystems and 

the services they provide. In practice, studies are still incomplete, limited in number, and not widely 

disseminated. Since the enactment of the 1996 Environmental Framework Law, no complete State 

of the Environment Report has been produced in Cameroon.

In the 1990s, as noted earlier, Cameroon began preparing a National Environmental Management 

Plan (PNGE),73 which was to involve in-depth assessment and planning. After an exhaustive review 

70   Le Roy, E. et al., La sécurisation foncière en Afrique: pour une gestion viable des ressources renouvelables, 
1996.

71   See Pygmées Baka, A., Le droit à la différence, 1998. 

72   Articles 7 and 9 (e) of the 1996 Environmental Framework Law.

73   Article 14 of the 1996 Environmental Framework Law.
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of the state of the environment, the PNGE was to make projections based on demographic data and 

propose a program of action to optimize the use of environmental resources and services. PNGEs 

were to be updated and revised every five years. 

So far, the study conducted does not provide sufficient data for a detailed evaluation of the state of 

integrity of ecosystems and services. However, available data show a rapid degradation of ecosys-

tems in Cameroon under the combined action of climate change, deforestation, population growth, 

and unplanned urban development. This degradation affects the capacity of Cameroon’s ecosys-

tems to produce goods and services. 

2.3.2  Coordination74

2.3.2.1  Internal coordination of agencies

Government institutions are weak and poorly funded. Coordination remains a permanent challenge. 

The management of forest ecosystems involves many actors (e.g., various government agencies, 

the private sector, communities, and councils). There is, however, no coordinating body capable of  

facilitating communication and harmonizing viewpoints among them. The position of MINEF/MINFOF 

in the governmental hierarchy has always been minor and they are not able to play the crosscutting 

role assigned by the law for environmental planning and management (notably, PNGE and FESP). If 

MIMEF/MINFOF were transferred to the Prime Minister’s Office as a delegated department, it would 

be in a better position to influence decisions initiated by more powerful technical ministries such as 

Finance, Mines, and Industry. 

The National Advisory Commission on the Environment and Sustainable Development was  

created by the 1996 Environmental Framework Law to assist the minister in charge of environment, 

whose duties are to work out, coordinate, implement, and monitor environmental policies.75 Presided 

over by the Prime Minister, the commission is made up of representatives of ministries concerned 

with environmental issues, a parliamentarian, a senator, representatives of consular (e.g., trade and  

agriculture), representatives of main religious denominations, civil society representatives, and donor 

agencies.76

The Inter-Ministerial Committee on the Environment, also set up by the 1996 Environmental  

Framework Law,77 is made up of representatives of the executive branch of the government. Experts 

working on issues other than the environment can take part in working groups but are not entitled  

74   This assessment was made within the framework of monitoring of the construction of the Chad-Cameroon 
Pipeline. The implementation of environmental and social mitigation measures came up against institu-
tional obstacles with disastrous environmental and social consequences. With regard to this issue, see the 
different reports of the International Advisory Group (IAG) for the Chad–Cameroon Petroleum Development 
and Pipeline Project, available at http://www.gic-iag.org/edocs.htm (accessed 31 July 2009). 

75   Article 10 (2) of the 1996 Environmental Framework Law.

76   See Article 3(1) of Décret n° 99/780/PM du 11 octobre 1999 modifiant et complétant les dispositions de 
l’article 3 alinéa (1) du Décret n°94/259/PM du 31 mai 1994 portant création d’une Commission nationale 
consultative pour l’environnement et le développement durable.

77   Article 10 (2) of the 1996 Environmental Framework Law.
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to speak or vote. Presided over by the Minister of the Environment and Forestry, the committee has 

the following duties:78

Ensure that environmental considerations are taken into account in the preparation and imple-•	

mentation of economic, energy, and land-tenure programmes;

Validate the biannual report on the state of the environment;•	

Coordinate and guide the actualisation of the national plan for the management of the environ-•	

ment;

Give its opinion on all environmental impact surveys; and •	

Provide assistance to the government in relation to the prevention and management of emergency •	

or crisis situations likely to become serious threats to the environment.

2.3.2.2  Transboundary coordination

Recognizing that ecosystems extend beyond their frontiers, many States have formed regional man-

agement organisations. The framework of the Congo Basin Forest Commission (COMIFAC) was set 

up following the summit of Central African Heads of State on Forests, held in Yaoundé in March 1999. 

The initiative was based on the observation that Central African States faced similar forest-related 

challenges, such as an intensification of logging and destructive poaching, and therefore needed to 

provide a concerted common response. 

The first conferences of ministers in charge of forests in Central Africa culminated in the adoption 

of a ‘convergence plan’ to direct forest management efforts towards common objectives. The plan 

proposed objectives to improve national management plans, including the use of nontimber forest 

products, and harmonize the forestry policies and legislation in Congo Basin countries.

2.3.2.3  Transparency and public participation 

Transparency

Transparency and avoidance of corruption are crucial for an effective and efficient institutional 

framework. Regarding the fight against corruption, the Cameroon government’s solution so far has  

been to create anticorruption units at the level of each ministry whose functioning has been repeat-

edly questioned. The government also installed independent observers, financed by various donors  

including the European Commission, at the level of the commission in charge of the attribution of 

forest exploitation titles and also at the level of the national control brigade of the Ministry of Forestry 

and Wildlife. These independent observers do identify infringements of the law but they have no 

power to sanction. Thus, although they may curb some corruption, they will not stop it. 

Transparency remains a challenge. Gaining access to information on environmental issues is  

extremely difficult, first, because agencies differ in the amount of access they allow and second,  

because mandated periodic reports on the state of the environment are never written. Data avail-

able at the ministries in charge of town planning and the management of coastal zones are easily  

accessible (with the exception of that managed by the Ministry of Defence), but data (e.g., production  

78   Article 2 of the 2001 Decree on the Inter-Ministerial Committee on the Environment. 

EPLP 79 Chap 2.indd   30 12.01.2012   14:59:30



30 31

The Case of Cameroon

statistics and content of management plans of forest concessions) in the Ministry of Forestry and 

Wildlife are difficult to access. 

Public participation

Public participation is still embryonic in Cameroon.79 The Environmental Framework Law names it as 

one of the guiding principles of environmental management, stating that the ‘principle of participa-

tion’ entails the following:80

Access to environment-related information; and•	

An obligation to make all environment-related decisions in consultation with the relevant  •	

sectors and groups. Consultation may take the form of public discussion when the decisions  

under consideration are general in scope. 

While one may recognise the merit of the 1996 Environmental Framework Law for having included 

this principle, implementation has been timid because of the inadequate mainstreaming of this prin-

ciple into sector laws and the heavy administrative bottlenecks that still encourage nonconsultative 

decision making. Such practices, which were inherited from the colonial and single-party periods, 

still inhibit citizens and many local and national decision makers, who consider any request for 

consultation as opposition to State authority.

Forestry and land laws also contain provisions for public participation. For example, registration 

of lands is subject to a procedure involving the participation of neighbouring communities, who 

must show proof of the existence of customary rights that benefit the applicant and the absence of  

contestation over the plot of land concerned. Such local consultation is a key stage of the procedure 

and takes place during a ‘mission in the field’ by the locally competent administrative authorities. 

Such a mission is also an opportunity for authorities to ensure respect for the format of the registra-

tion application (e.g., exclusion of non-aedificandi zones, such as slumps and hillsides). However, the 

implementation of this provision is lax.

In some instances, a law may call for public participation, but only in the initial step to the real  

consultation. For example, a zoning plan is meant to be finalised gradually within the framework of a 

public process culminating in a definitive determination of the boundaries of each zone. However, the 

activities allowed in each zoning category is a decision made unilaterally by the Government without 

consultation of neighbouring communities. This decision can have greater consequence for forest 

communities than the zoning map itself. Often decisions that are supposed to involve the public are 

treated simply as information dissemination. 

The way communities relate to forests varies significantly depending on whether they neighbour a 

production forest or a protected area. Similarly, their participation in the decision-making process 

differs. In the case of production forests, involvement of the neighbouring population generally 

consists of organising their participation in sharing the spin-offs of industrial logging, while communi-

ties neighbouring protected areas have to comply with all the conservation restrictions imposed, but 

get no compensation or equivalent alternative. 

79   Nguiffo, S. and Sime, R. N., Les droits procéduraux en matière d’environnement au Cameroun, 2002. 

80   See Article 9 (e) and also 72 to 74 of the 1996 Environmental Framework Law. 
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The law encourages public participation from neighbouring communities during the approval of  

management plans for both protected areas and production forests. Preparation of a management 

plan must take into account the interests and user rights of neighbouring communities. Similarly, 

the process of classification of the protected area or a production forest entails consultation with 

the public, including neighbouring communities, who give their opinion on the final borders. Public 

meetings are held in all villages concerned in the presence of local administrative authorities. The file 

submitted to the Prime Minister for approval includes reports of these meetings.

However, this process does not always function well because of publication difficulties, particularly 

in rural areas. In Cameroon, publication in the official gazette is the legal method of publicizing  

legal instruments. However, the official gazette is not published regularly and does not always  

contain all the instruments signed or enacted during the preceding period. Furthermore, public  

posting is obligatory only in the subdivisional headquarters, which can be remote from some villages  

particularly in the forest zones or in mountaious regions. In such regions, the publication of notices,  

proposed borders, and dates for public consultation meetings may never come to the attention of 

the villagers. 

2.3.3  Integration

2.3.3.1  Zoning

The 1994 Forest Law provides for national zoning of all forested land. The zoning rules recognize 

the two major categories of forest: Permanent forest, which should represent at least 30 percent of 

the country’s total area and portray its ecological diversity,81 and nonpermanent forest.82 (See earlier 

section on Land Tenure.) The zoning plan analyses environmental and social data and the potential 

of the areas for agriculture, mining, forestry, tourism, and recreation. It projects a 25-year need for 

use of these resources. Forest zoning creates an accurate picture of activities allowed in the forest, 

such as roads and trails, areas of forest activities, reserves and areas of potential conflicts between 

competitive uses,83 such as an overlap between mining reserves and permanent forest areas. 

Although it does not address ecosystem services, forest zoning certainly provides an opportunity for 

their inclusion. Including ecosystem services in the list of criteria for the determination of crucial sites 

could allow for the mapping of the most important areas for ecosystem services so they could be 

considered in the management of forests. 

Because of its importance as an income-generating sector for the State, public authorities have  

focused on zoning the dense forest zone in southern Cameroon while neglecting the zoning of 

the rest of the country (e.g., savannah and degraded highland forests). Established in 1995 by a 

Prime Ministerial Decree,84 the zoning plan of the southern forest area was described as ‘an indica-

81   Article 21 of the 1994 Forest Law.

82   Article 34 of the 1994 Forest Law.

83   See CIDA and Ministry of the Environment and Forest, Zoning Plan for southern forest of Cameroon, 
1993.

84   See Décret no 95/678/PM du 18 décembre 1995 instituant un plan de zonage des forêts du sud Cameroun 
(1995 Decree on Zoning). 
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tive framework for the use of lands in the southern forest area of Cameroon.’ Its boundary as well  

as characteristics of its different types of forests was to be specified after consultation with local 

populations.85 Areas classified were then to be subject to management.

2.3.3.2  Environmental impact assessments

Though foreseen in the 1996 Environmental Framework Law, environmental impact assessments 

(EIAs) were not implemented until 2005.86 An EIA imposes a participatory process through which the 

promoter of a project provides all information related to the proposed activity (e.g., location, nature, 

type of impact on the milieu and people, mitigation measures ) in a public document. This information 

is placed at the disposal of the public and local communities at the project site. The resulting public 

consultations provide an opportunity for communities to draw attention to possible impacts on eco-

system services that have not been identified. MINEP plays a key role in preparing EIAs. It approves 

the terms of reference and the preparation team, reviews the first draft assessment to verify whether 

it complies with the law, organizes public hearings, and participates in the assessment approval 

process. Finally, the Minister of the Environment and Protection of Nature signs the compliance  

certificate, which gives the green light for the execution of the project.  

A 2004 law87 that regulates town planning, urban development, and construction requires that EIA 

studies be integrated in town planning surveys. These EIAs cover issues relating to ecosystems in 

urban areas and establish inconsistencies between proposed construction and areas exposed to 

natural hazards (e.g., floods, erosion, landslides, and earthquakes).88 

2.3.3.3  Management plans

The 1994 Forest Law establishes the development of management plans as an environmental impact 

mitigation mechanism. Forest management is defined by the 1994 Forest Law as ‘the implementa-

tion, on the grounds of pre-established objectives and plans, of activities and investments aiming at 

a sustained production of products and services, without hypothecating the value and productivity 

of the forest, and by preventing undesirable social and environmental impacts’.89 

There is ambiguity in the law regarding who is responsible for preparing management plans. The 

responsibility seems to fall with the forest administration, which can entrust it to a ‘government 

body’. In practice, especially for logging permits and community forests, the plan is prepared by the 

manager of the forest, in accordance with a set of national management guidelines and standards, 

including a section outlining the economic and ecological sustainability of timber harvests, and  

another section comprising the rights of communities in these areas. 

85   Article 6 of the 1995 Decree on Zoning. 

86   See Décret n° 2005/0577/PM du 23 février 2005 fixant les modalités de réalisation des études d’impact 
environnemental and Arrêté n° 0069/MINEP du 8 mars 2005 fixant les différentes catégories d’opérations 
dont la réalisation est soumise à une étude d’impact environnemental. 

87   See Article 10, Loi n° 2004/003 du 21 avril 2004 régissant l’urbanisme au Cameroun (2004 Urban Planning 
Law). 

88   See Article 9 of the 2004 Urban Planning Law. 

89   Article 21 of the1994 Forest Law.
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The management plan is implemented by the manager of the forest under the supervision of  

government agencies. Controlling compliance with the management plan is a key function. Faced 

with the low capacities of the forest administration, an independent forest observer was instituted in 

2001 initially by Global Witness and, since 2005, by the UK-based organization, Resource Extraction 

Monitoring, with funding from various donors. His mission is to build the capacities of government 

workers in charge of forest control and to carry out control missions on behalf of MINFOF. The 

independent observer project, which entered its second phase in 2004, is now part of the institutional 

landscape of the Ministry and publishes quarterly reports on its web site.90 It has improved informa-

tion relating to illegal logging (e.g., type of fraud, scope), although sanctions do not always follow the 

publication of offences. 

Regarding protected areas, current instruments provide a general framework for activities and allow 

the government to decide case by case the details of protection guidelines within the framework of 

the management plan. Although this helps to adapt protection exigencies to each specific site, such 

flexibility may be prejudicial to managers of protected areas, who are deprived of precise, and some-

times indispensable, indicators to carry out local arbitration between competing uses of resources. 

Furthermore, the content of management plans designed for protected areas is determined by the 

1995 Wildlife Regime Decree91 which has the protection of wildlife or sensitive wildlife habitat as its 

main objective. Such focus on wildlife may lead to omission of the multiple functions of forest eco-

systems in the preparation of management plans for protected areas or even leave out areas that do 

not have abundant, varied, and/or endangered wildlife. 

2.4  Instruments to govern ecosystem services

Although Cameroon’s legal framework does not specifically deal with ecosystem services but rather 

focuses on land and natural resources and their tangible products, there are instruments that can be 

used to sustain intangible ecosystem goods, services, and products. 

2.4.1  Command and control

The current conservation system still centres mainly around two complementary command and  

control instruments: designating protected areas and setting environmental standards.

2.4.1.1  Protected areas

Cameroonian legislation provides for many kinds of protected areas, with various levels of protection. 

Protected area designation is usually based on the need to protect species or ecosystems rather 

than on ecosystem services. 

The creation or rehabilitation of protected areas developed rapidly during the 1990s. Cameroon now 

has 6.6 million hectares under protection, representing almost 14 percent of the national surface  

area.92 However, the quality of management of these areas is poor due to limited budgetary  

90   www.observation-cameroun.info/. 

91   Décret n° 95/446/PM du 20 juillet 1995 fixant les modalités d’application du régime de la faune  
(1995 Wildlife Regime Decree).

92   Boundzanga, Harmonization of forest policies, legislations, institutions, standards and taxation systems in 
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resources. Management of protected areas has been so weak in some cases that NGOs have 

stepped in to assist the State. 

State management is generally coercive and the participation of local communities is yet to be 

achieved. In fact, little effort is made to use a participatory approach. Because of the low population 

density in permanent forests, coexistence between parks and people should be possible, especially 

since the communities’ pressure on resources is usually limited to their subsistence needs. Never-

theless, people are usually viewed as opponents of, rather than as partners in, conservation. Many 

traditional practices, such as taboos relating to animals and the protection of sacred sites, could 

serve as basis for constructing a community-based conservation approach. 

A protected area is defined as a ‘geographically delineated zone developed in order to attain specific 

conservation and sustainable management objectives of one or several given resources’.93 The defi-

nition suggests that protected areas are selected more for protection of specific resources, generally 

biodiversity, than for the ecosystem services that they may provide.94 

In the case of national parks, the law seems to consider both resources and services, even if it does 

not use the term ‘ecosystem services’. Indeed, the category of national parks is marked by its holistic 

vision of conservation objectives, which concern ‘wildlife, flora, the soil, the underground, the atmo-

sphere, water and in general, the natural environment’, and aims to preserve them from any natural 

degradation, and to ‘spare them from any intervention likely to alter their aspect, composition and 

development’.95

The legislation does make reference to ecosystem services for two types of protected areas: zoo-

logical gardens and fragile areas. The aesthetic and recreational functions of zoological gardens are 

clearly mentioned as justification for their creation and protection.96 For fragile ecological zones, 

which are not protected areas in the strict sense of the term, the law prescribes as follows: ‘When 

the creation or the maintenance of a forest cover is recognised as necessary for soil conservation, 

protection of the banks of a waterway, regulation of the water system or conservation of biological  

countries of the Congo Basin, Regional Summary Report, FAO-COMIFAC, 2006.

93   Article 2(1) of the1995 Wildlife Regime Decree

94   Article 2(3) of the 1995 Wildlife Regime Decree defines the management plan as ‘a technical document 
prepared by the Government service in charge of wildlife or any other private individual or corporate per-
son, commissioned by the said Government service to plan in time and space, all the strategies to be 
implemented for sustainable use of one or more wildlife resources’. (Emphasis by author). 

95   In pursuit of this objective, the 1995 Wildlife Regime Decree encourages the mainstreaming of intangible 
elements such as: conservation of animal and plant species and endangered habitats in one part or all of 
the national territory, preservation or constitution of stages along the major wildlife migration routes, and 
scientific and technical studies that are indispensable to the development of human knowledge. One notes, 
in passing, the concern to protect ecosystem services and even restoration of certain functions of these 
species.

96   Article 2 (10) of the 1995 Wildlife Regime Decree defines it as ‘a site approved and developed around big 
towns for recreational, aesthetic or cultural purposes and containing wild animal species, that are indig-
enous or exotic and given absolute protection’. 
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diversity, corresponding lands may be either prohibited or declared as ecologically fragile  

zones …’97

2.4.1.2  Environmental standards 

The 1996 Environmental Framework Law provides that the government service in charge of the 

environment shall ‘establish quality standards regarding air, water and soil and all other standards 

necessary to protect human and environmental health’.98 Although such standards are yet to be  

established, they could constitute an efficient means of controlling the environmental impact of  

human activities. In some cases, standards may serve as an instrument for the restoration of some 

degraded ecosystems. 

MINEPs Department of Standards and Control is responsible for the implementation of the Law 

Relating to the Establishment of Standards. It has the responsibility of ‘elaborating and following-up 

on compliance of environmental standards and guidelines’,99 and participating in the certification of 

active chemical, biological, biotechnological, physical, radioactive, pharmaceutical, and other sub-

stances in association with relevant government services, and carrying out environmental inspec-

tions and controls.

2.4.2  Market instruments

During the past two decades, Cameroon has moved from a system of nearly total State control over 

all production factors to a gradual liberalization under structural adjustment, to which the country 

has been subjected since 1988. Taking a market approach to conserve Cameroon’s ecosystems and 

their services would be compatible with ongoing privatisation programs, some of which concern life-

sustaining products. This approach may be accepted if it simultaneously meets three conditions: (1) 

improvement/restoration of ecosystem services in terms of cost/price for the users; (2) equity in the 

distribution of benefits; and (3) local control of services or of their production, but no privatization of 

the entire sector, including control of the main service sources. 

The only obstacle to the use of market instruments could originate from traditional forest and moun-

tain societies, which may consider the pricing of ecosystem services a means of accessing some of 

their most secret cultural sites. Indeed, there is strong opposition by some communities to allowing 

outsiders to access certain sacred sites or to conduct activities likely to alter the capacity of ecosys-

tems to provide them the goods and services necessary to uphold their living standards. Examples 

include the case of the communities neighbouring Mount Kupe, which are staunch advocates of the 

elevation of their mountain land to the status of a strict ecological reserve (the highest level of protec-

tion in Cameroonian forest law)100 or of indigenous communities that sometimes oppose industrial 

logging of species of high commercial value.

97   Article 17 (1) of the 1994 Forest Law. 

98   Article 10 (1) of the 1996 Environmental Framework Law.

99   Article 35 of Décret n° 2005/117 du 14 avril 2005 portant organisation du Ministère de l’Environnement et 
de la Protection de la Nature. 

100   Personal communication from community members in the area of Tombel, January 2005; see also Article 
17 of the 1994 Forest Law. 
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2.4.2.1  Payments for ecosystem services 

In Cameroon, there is no legislation directly regulating payments for ecosystem services (PES) 

schemes. This is not surprising, given that ecosystem services are hardly recognized in existing 

legislation. One can find few examples of real PES schemes in Cameroon. While nothing in the  

Cameroonian law encourages PES schemes, no legislation forbids such agreements either. 

Public PES schemes

The possible legal basis for public PES schemes (between the State and an individual) could be 

found in the Constitution as well as in the 1996 Environmental Framework Law. According to the 

1996 Constitution, the State has an obligation to protect the environment, and therefore has an 

interest in rewarding those investing their time and skills in reducing their environmental footprint or  

restoring degraded ecosystems. Moreover, the 1996 Environmental Framework Law regulates a  

financial mechanism that could serve as an incentive for the development of public PES schemes 

in the future. Article 75 of the Environmental Framework Law foresees direct financing of ‘opera-

tions aimed at stemming erosion, effectively combating desertification, any afforestation or refores-

tation operation, or any operation contributing to rational use of renewable resources, particularly 

in savannah areas’ by the National Fund for the Environment and Sustainable Development.101 This 

mechanism was designed to restore soils and the forest cover in savannah and Sahelian areas of the 

northern part of Cameroon and leaves a legal vacuum regarding other ecosystems, such as forests. 

Private PES schemes

If the 1996 Environmental Framework Law foresees incentives for environmental restoration and  

allows the State to enter into relationships comparable to public PES schemes, it can be expected 

that it will not prevent non-State actors from developing similar types of agreements.

Mitigation credit banking

Cameroonian legislation imposes environmental obligations on some users of natural resources and 

on companies whose activities are harmful to the environment. This applies especially in the case of 

the implementation of environmental management plans following an environmental impact assess-

ment. Established by the 1996 Environmental Framework Law, the polluter-pays principle imposes 

reparation of environmental damage caused by an individual. The polluter has the choice of either 

subcontracting with a third party or paying the cost of actions undertaken to mitigate the negative 

impact of his actions on ecosystem services.

Restoration and maintenance of the ecosystems can be subcontracted to companies with specific 

expertise or to neighbouring communities. In other words, if a third party has a comparative 

advantage in fulfilling these environmental obligations while the company in charge faces difficulties 

in complying with the law, subcontracting could be an economic option. Such legal obligations to 

mitigate environmental harm could serve as a starting point to establish an offset credit system. In 

this system, when an actor whose activities have a negative impact on the environment is obliged by 

law to offset these impacts, a third party can specialize in alleviating the negative impacts for which 

101   According to Article 11 of the 1996 Environmental Framework Law, these incentives are directly financed 
by the National Fund for the Environment and Sustainable Development.
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it is granted offset credits. These credits could be collected (banked) by the third party and then sold 

(transferred) to actors who need offsets for their activities.

An example is the Chad-Cameroon pipeline project. In compensation of the damage done to forest 

ecosystems by the project, the World Bank asked the consortium led by Exxon to provide environ-

mental offsets. The project documents stipulated that two national parks would be managed with 

the financial assistance of the consortium.102 Two conservation agencies were then contracted by the 

consortium to conduct park-protection activities. 

Obstacles for PES schemes

In the absence of a specific regulatory body for PES schemes, the question arises: Who should be 

in charge of managing such contracts? One option is to interpret the mandate of MINEP in a broad 

sense, as including all the activities carried out by all the actors within the national territory. The  

Ministry would therefore have to monitor all the contracts to ensure their compliance with the  

environmental management objectives of the State. While this solution may provide the Ministry 

with all the information about the contracts (e.g., nature, length, costs), and with the possibility of  

disseminating the best models, it presents the risk of overburdening a Ministry with limited capaci-

ties. Another option is the liberalization of PES schemes. This solution seems faster, but may need 

some flexibility in the design of the obligations of the service providers, at least at the beginning. 

The real problem is related to ensuring an environmental benefit and calculating the value of the 

service to be provided. For the success of PES schemes, it is crucial that a real improvement in the 

quality or quantity of the ecosystem services is presented as a result of the actions undertaken by 

the service providers. Forest ecosystems belong mostly to the State, and in the absence of a clear 

justification of the value created by service providers’ activities, the administration may be reluctant 

to accept transactions and payments between third parties. The determination of the value of the 

service will be another difficult exercise in the context of Cameroon, where the law does not provide 

indicators for the valuation of the environment. The risk in this context would be to experience, at 

least at the beginning, a disparity in the various contracts.

Contracts for the delivery of ecosystem services may also cause some problems if the service pro-

vider is a community. First the ‘contractual culture’ is not common in communities, and confusion 

might be created, especially in view of other compensation they have already received from foreign 

users (such as a portion of the tax on logging companies). Second, in Cameroon, communities have 

no legal personality, thus in order to enter into legally binding agreements, they must be legalised 

in a form recognized by the law, such as an association, common initiative group, cooperative, or 

private company. If the legal entity does not reflect all the components of the community, there can 

be conflicts. For example, it has been noted that when economic interests are at stake, members of 

the community vested with knowledge tend to build the legal entity around themselves and purport 

to act on behalf of the entire community and reap all the fruits of their action.

There are few institutions capable of resolving disputes over the nature and quality of services  

provided. However, expertise would inevitably be developed around this issue. 

102   See World Bank, Chad Cameroon Oil and Pipeline Project, Project Documents available at  
www.worldbank.org/afr/ccproj (accessed 31 July 2009). 
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2.4.2.2  Other economic incentives 

Other market incentives may take the form of reduced taxes or certification schemes. Incentives 

are provided for by the 1996 Environmental Framework Law, which devotes an entire part to them  

(Part V), and also by the 1994 Forest Law. 

Tax reduction

A couple of tax benefits, described below, could be directly or indirectly linked to sustainable  

governance of ecosystems and their services.

Any corporate or natural person may claim a deduction from taxable profits for activities promoting 

the environment.103 However, until now, the Finance Law has never taken this article into account. No 

details are provided by the 1996 Environmental Framework Law or by subsequent regulations and, 

as a consequence, this instrument has not been used.

The 1994 Forest Law states that the breeding of wild animals, algae, and aquatic animals by  

individuals shall be promoted.104 This instrument could allow for incentives aimed at promoting or 

restoring wildlife by individuals. The model could be extended easily to cover ecosystem services. 

Implementing instruments, however, are still awaited. It should be noted that this article is less 

categorical in its formulation than the provisions of the 1996 Environmental Framework Law and 

opens just a simple potentiality for incentive measures.

Certification

Certification provides another voluntary market mechanism that brings into play three actors: the 

industrialist who, in the production process, accepts a cost higher than his competitors; the certifier 

who ensures compliance with the certification standards; and the buyer who agrees to pay a price 

higher-than- market price as a means of contributing to conservation efforts. European countries 

increasingly demand lumber from forests under forest management systems. Here, the incentive for 

sustainable governance of ecosystems and their services lies not in expecting an improved capital 

gain (which is not always certain in the case of certified timber), but in privileged access to credit-

worthy markets. 

Certification in the Congo Basin is marginal with only two concessions in operation.105 However, 

there are many timber certification initiatives in Cameroon. The Ministry of Forestry and Wildlife has 

validated and published criteria and indicators of sustainable forest management to serve as national 

certification standards to be used by all certification mechanisms desirous of undertaking audits. 

Two types of certification should be differentiated: timber legality verification and sustainability (e.g. 

Forest Stewardship Council) certification. Many of Cameroon’s logging concessions do not currently 

comply with practices specified in the law. Thus by obliging the companies exporting their products 

to Europe to comply with the Cameroonian legislation, the Voluntary Partnership Agreements (VPA) 

may contribute to the improvement of the quality of forest management in Cameroon.

103   Article 76 (2) of the 1996 Environmental Framework Law.

104   See Article 19 of the 1994 Forest Law. 

105   The concession of the Congolaise Industrielle des Bois in Kabo in North Congo (certified in 2006), and 
Wijma in South-West Cameroon (certified in 2005).
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In principle, the Forest Stewardship Council (FSC) and other certification initiatives oblige forestry 

companies to comply with more rigorous forest management standards than those in the country 

where they operate. To obtain an FSC label, companies must use integrated forest management  

practices, which take into account both social concerns and maintenance of the vital functions of the 

forest, while trying to mitigate the impacts of forest exploitation on the ecosystems audited.106

2.5  Summary

The concept of ecosystem services is not well known in Cameroon, nor has it been incorporated as 

such into any legislation. However, Cameroonian Law could easily accommodate the idea. 

Despite adequate legislation, Cameroon’s ministries and departments in charge of forests are  

underfunded and often corrupt. Illegal logging continues despite a legal framework that provides for 

management and control. 

The State is the main owner/custodian of forests. It grants ownership titles, secures them, and  

assumes significant responsibilities in defining management guidelines and conditions. Only rarely, 

do private individuals and communities enjoy full usufruct rights over land and its products. 

There is a discrepancy between customary law and modern statutory law, which lacks legitimacy  

in many rural areas. Any laws or practices to govern ecosystem services must take into account  

traditional modes of land management, rules of acquisition and bequest, user rights, and land  

conquest methods at the local level. 

106   See the Forest Stewardship Council’s principles and criteria, available at www.fsc.org/fsc-rules.html  
(accessed 31 July 2009). 
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Qun Du1

3.1 Introduction

3.1.1 Geographic aspects

Climatically, China is divided by a line running from southwest to northeast from the Tibetan High-

lands to the northern reaches of the Yellow Sea. On the eastern side of the line, precipitation is more 

than 400 millimetres, which supports a natural vegetation of deciduous forests and contains large 

cultivatable plains, low mountains and hills, and large lakes and rivers. This area includes the south-

east areas of the Xing’an ranges and Changbai Mountain in Northeast China, Hengduan Mountain, 

the great turning valley of Yarlungzangbo River, some areas of Himalaya Mountain’s southern slopes 

in Southwest China, and the mountainous areas in Taiwan, Fujian, and Jiangxi provinces in southeast 

China.2 On the western side of the line are the dry high plains and mountains. The northwest is a dry 

and windy area, with large deserts, plateaus, high mountains, inland rivers, and the upper reaches of 

large rivers that flow to the ocean. 

China’s mountains cover 634 million hectares, and account for 69 percent of the national land 

area. Most of the mountainous areas, which are a mixture of farmland, forests, and grassland, are  

located in western China. 56 percent of China’s population lives in these areas and more than 1,500 

of China’s 2,100 administrative counties or cities are found there. The mountainous areas contain 

about 40 percent of China’s farmland; 54 percent of its grassland; and 90 percent of its forested land,  

including numerous fruit tree plantations, bamboo groves, tea-oil and tea tree plantations, and  

rubber tree plantations 

Mountain glaciers are an important source of water. Their spring melting produces about 49 billion 

cubic meters of water annually.3 The mountain areas are also rich in biodiversity. They are home to 

most of China’s 300 families, 2,980 genera, and 32,800 species of higher plants and 2,100 species 

of vertebrates. Woody food plants, dried and fresh fruits, forestry by-products, native products, and 

medicinal herbals are valuable assets of the mountainous areas.4

1  Qun Du is Professor and Deputy Director at the Research Institute of Environmental Law / Law 
School at Wuhan University, PRC. She is a member of the IUCN Commission on Environmental Law.  
Email: qdu@whu.edu.cn

2  See Forestry Department, Gardening School of Sichuan Agricultural University, The Geographic Distribu-
tion of Our Country’s Forests (http://jpk.sicau.edu.cn/sljl/kwxx8.htm (acceded June 2006),

3   Third Province & City Leaders’ Forum of China, Building Socialist New Countryside, the Integrated  
Development of Mountain Area Is Promising, http://www.sslt.cn/sslt/dir/10/2006051416406.html,  
(accessed May 2006).

4   Feng Liu, Sustainable Development Strategies for Our Country’s Mountain Resources, http://www.blog-
home.cn/posts/23869, (accessed May 2006). 
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China’s 127 million hectares of forests cover 13 percent of its land area. The distribution of forest is 
uneven with about 34 percent in eastern China, 27 percent in central China, 13 percent in western 
China, and only 6 percent in mountainous northwest China. Although China has a large forested area, 
the area of forest per capita is small – only 0.128 cubic meters – one-fifth of the world average. The 
forest produces 85 cubic meters of timber per hectare of forestland, about 85 percent of the world 
average production. The major threat to maintaining forests is the same as in many tropical countries: 
illegal logging. From 1999 to 2003, 10 million hectares of forest were designated to be cleared and 
3.7 million hectares was actually cleared. Beyond that, illegal logging takes about 75.5 million cubic 
meters of lumber above the legal quota annually.5 

3.1.2  Social aspects and the value of ecosystem services

Mountain and forest ecosystems provide important ecological functions such as soil and water  

conservation, air purification, erosion control, dune stabilisation, biodiversity conservation, and  

protection of plains.6

However, the rich ecosystem services have not brought rich livelihoods to local people. Poverty in 

mountainous forest areas is high: these areas include 496 of the 592 poorest counties.7 This poverty 

is caused by many factors such as arid and vulnerable natural land and soil conditions; remoteness 

from roads, schools, and hospitals; inadequate transportation; insufficient communication; and lack 

of public financial assistance. 

The mountainous areas are rich in ethnic and cultural diversity with about 52 of China’s 55 minor  

nationalities living there. The mountains include many places well-known in Chinese literature, as 

well as scenic and historical spots, making them ideal for ecotourism. Their splendid natural beauty 

and historic legends offer extraordinary aesthetic values.

For a long time, China has used mountain resources mainly for crop production, animal grazing, and 

forest plantations. These uses have degraded the land, soil, and water and thus the integrity of the 

environment.8 Annual soil loss is estimated at 5 billion tons. Moreover, 90 percent of China’s natu-

ral grasslands suffer from moderate to severe degradation. Meanwhile demand for meat and other 

livestock products rises as urbanization and standards of living increase. In the arid areas, rapidly 

increasing livestock have exacerbated the spread of deserts. Land degradation caused by wind  

erosion, salinisation, and desertification increased from 1,500 square kilometres per year in the 1970s 

to 3,500 square kilometres per year by the late 1990s.9

5   Green Panel Consulting, Results of the Sixth Survey on Forest Resources 2005, http://www.woodbased-
panel.com/shownews.asp?newsid=1738.cc, (accessed May 2006). 

6   Third Province & City Leaders’ Forum of China, Building Socialist New Countryside, the Integrated De-
velopment of Mountain Area Is Promising, http://www.sslt.cn/sslt/dir/10/2006051416406.html, (accessed 
May 2006).

7   Third Province & City Leaders’ Forum of China, Building Socialist New Countryside, the Integrated De-
velopment of Mountain Area Is Promising, http://www.sslt.cn/sslt/dir/10/2006051416406.html, (accessed 
May 2006).

8   Ceng Liu, Sustainable Development Strategies for Our Country’s Mountain Resources, http://www.blog-
home.cn/posts/23869, (accessed May 2006).

9   Despite inconsistent national data, provincial data show that from the 1950s to the 1990s, the rate of land 
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3.1.3  Attitude within society towards conservation of ecosystems and their services

In 1997, a water shortage in the Yellow River caused substantial economic losses to downstream  

industry and agriculture, particularly in Shandong Province. The next year, major floods in the 

Yangtze and Songhua rivers caused serious loss of life and economic damage. The frequency and  

severity of sand and dust storms originating in the Western Region increased in 1999- 2000. These 

disasters aroused social and political concerns about forest and ecological conservation issues in 

the northeast. 

In response, the State Council issued two significant policies, the National Plan of Ecological  

Environment Construction of 1998 and the Compendium of National Environmental Conservation of 

2000.10 These two documents provided China with an original and substantial legal basis for ecosys-

tem conservation and governance. Since then, starting with the forestry sector, China has initiated 

investment projects and schemes for rehabilitation and restoration of ecosystem functions.

The Compendium of National Environmental Conservation11 found that natural disasters were  

exacerbated by irrational management and abuse of land, water, and other natural resources. The 

Compendium serves as a basic document regulating land conservation and conservation programs, 

identified food security, ecological security (treatment of acute natural hazards and mitigation of 

natural hazards), and freshwater protection as the highest priorities in the context of ecosystem ser-

vices. The compendium prioritized ecosystem services for national planning as follows: 

Biodiversity;•	

Water resources including origins or catchments and lakes and rivers;•	

Soil maintenance, including control of desertification and nutrition maintenance; and •	

Seashore protection. •	

Ecosystem services restoration and protection are regulated by the current five-year plan and its 

regulations. 

3.1.3.1  Scientific approach to development

In 2003, the Third Plenary Session of the Chinese Communist Party’s 16th Central Commission  

introduced the ‘scientific concept of development’, which required all rural, urban, regional, eco-

nomical, social and environmental developments to take a comprehensive, integrated, and holistic  

approach. Environmental needs were to be taken into account as the baseline of economic and social  

developments. It urged coordination among stakeholders and scientific researchers on nature,  

natural resources, and environment. It also urged respect for the rules of the nature.12 

degradation due to wind erosion, salinisation, and desertification increased from around 1,500 to almost 
3,500 square kilometers per year. The root causes are primarily human-induced and are not the result of 
natural factors.

10   State Department of China. Compendium of National Environmental Conservation, http://www.cy.ngo.cn/
go1_ecology9.htm, (accessed May 2006).  

11   State Department of China. Compendium of National Environmental Conservation http://www.cy.ngo.cn/
go1_ecology9.htm, (accessed May 2006). 

12   See Chinese Communist Party’s 16th Central Commission, Decision of the Chinese Communist Party’s 
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3.1.3.2  A society in harmony

Sustainable development addresses economic development in conjunction with social and environ-

mental development. It was first proposed by the Chinese Communist Party in 2004 as a social goal 

of the ruling party’s governance.13 A ‘society in harmony’, in philosophy, is a society in the state of 

harmony, stability, and unity, in which nature and humans beneficially interact and people are able to 

use their skills to share benefits fairly. A harmonious society incorporates the rules of social equity 

and justice.

In 2005 the Chinese Communist Party proposed medium- and long-term strategies for national eco-

nomic and social development that contain three strategic tasks: recycle throughout the economy, 

protect the environment, and conserve ecosystems.14 

Only very recently has ecosystem conservation been taken into consideration in a broad sense. It is 

not regarded separately but is integrated into social and economic policies. This method of change 

has been outlined in a series of important normative documents:

The 11th Five-Year Planning Program of National Economic and Social Development of PRC•	  

(2006-2010), April 2006;

Decisions of the State Council on the Implementation of the Scientific Development Concept to •	

Strengthen Environmental Protection, the State Council, December 2005;

The Legislative Plan of the 10th National People’s Congress (2003-2007•	 ), the 10th National  

People’s Congress, December 2003;

The National Plan for Long and Medium-Term Scientific and Technological Development (2006-•	

2020), the State Council, February 2006; and

The 11th Five-Year National Environmental Protection Standard Plan•	 , Sate Environmental Protec-

tion Agency, February 2006.

These documents provide a set of strategies and polices that are regarded as China’s new approach 

to sustainable development. They will serve as either legal principles or administrative principles for 

future ecosystem governance. 

Central Committee on Several Issues of Improving the Socialist Market Economic System, 21 October 
2003, the Third Plenary Session of Chinese Communist Party 16th Central Commission. It puts forward the 
new Scientific Concept of Development.

13   See Chinese Communist Party’s 16th Central Commission, Decision of the Chinese Communist Party’s 
Central Committee on Strengthening the Party’s Ruling Ability Construction, 19 September 2004, the 
Fourth Plenary Session of Chinese Communist Party’s 16th Central Commission. This decision is the first 
that significantly put before the whole party the topic of building a socialist harmonious society as one of 
five missions of strengthening the party’s ruling ability.

14   See Chinese Communist Party’s 16th Central Commission, Recommendations of the Chinese Communist 
Party’s Central Commission on the Formulation of the 11th Five-Year Plan of the Development of National 
Economy and Society, 11 October 2005, the Fifth Plenary Session of Chinese Communist Party’s 16th 
Central Commission. It was the first time that resource-saving and environment-harmony society was 
mentioned as a concept in the party’s programmatic document, taken as a strategic task in a long- and 
medium- term program, and recognized as the basic approach of sustainable development.
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3.2 Governance of ecosystem services

3.2.1 Environmental law in China

Protection of China’s environment was declared an important national policy goal in the early 1980s 

and a comprehensive framework of environmental legislation, policy, and institutions soon followed. 

Rapid growth of the economy in an environmentally unsustainable way and the transition from a 

centrally planned economy to a market economy has intensified the contradiction between the need 

for economic development and the need for sustainable land management.15 The structure of China’s 

legislative framework (national laws and regulations, provincial laws, and the supportive legislative 

materials), for environmental laws, has four levels:

China’s Constitution as well as international conventions and agreements to which China has •	

become a party;

Laws promulgated by the National People’s Congress (including administrative, civil, and  •	

criminal laws) and by the standing committees of the National People’s Congress;

Regulations, orders, decisions, and other documents with binding force of law promulgated by •	

the State Council16; and 

Regulations, decisions, and orders promulgated by the People’s Congress of provinces, autono-•	

mous regions, and municipalities directly under the Central Government, and by the municipalities 

with local legislative power.

3.2.1.1  The Constitution

China’s Constitution17 provides that the state ensures the rational use of natural resources and  

protects rare animals and plants.

3.2.1.2  Laws for ecosystem services

Laws for ecosystem services can be categorized into conservation-oriented laws and utilization-

oriented laws, which have the objective of sustainable resource use. Conservation-oriented laws 

include the 1991 Water and Soil Conservation Law, and its 1993 State Measures for Implementation; 

the 2001 Desertification Prevention and Control Law; the 1989 Environmental Protection Law; and 

the 2002 Environmental Impact Assessment Law. Natural resource utilization-oriented laws include 

the 1998 Land Administration Law, the 2002 Country Land Contracting Law, the 1998 Forestry Law, 

the 2002 Water Law, the 2002 Agricultural Law, and the 2002 Grasslands Law. 

15   Chinese Academy of Sciences The Present Condition of Natural Resources of Our Country, http://www.
cas.org.cn (accessed 17 April 2006) ; see also Xi Wang, ‘Environmental Protection in the People’s Republic 
of China: Legislation and Implementation’ in Boer, B.W., Fowler, R., and Cunningham, N., (eds.), Environ-
mental Outlook, No 2, Law and Policy, 1996.

16   Those of its subordinate ministries and commissions without the power of the State Council no longer 
qualify as law under the 2003 Administrative Permission Law but are recognized as policy.

17   Article 9 (2) of the Constitution.
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3.2.1.3  The 1989 Environmental Protection Law

The interim 1979 Environmental Protection Law, was passed in 1989. The 1989 Environmental  

Protection Law provides for a framework of laws for pollution control and natural resources conser-

vation and protection. The main mechanisms and instruments of environmental protection are the  

polluter pays principle, the use of environmental impact assessments, the obligation of enterprises for  

on-site pollution treatment and on-site inspection. The legal and regulatory framework of environ-

mental protection and conservation effectively facilitates environmental governance in China.

The 1989 Environmental Protection Law18 has played a significant role as the foundation for the 

development of a comprehensive set of sectoral environmental laws, especially in pollution control, 

urban environmental protection, and various nature conservation and nature reserve regulations. The 

purpose of the 1989 Environmental Protection Law is to protect the human and ecological envi-

ronment of China and to prevent pollution. The definition of ‘environment’ specifically provides for 

land, water, and rural area protection. Many elements of this law can be used directly to control land 

degradation, including: developing national economic plans that include environmental protection 

procedures; establishing national and local environmental protection standards; and preparing sys-

tems for monitoring the protection of the environment.19 The provision for the protection of important 

regional and local ecological systems could be used effectively for land degradation control as there 

is a specific provision for the protection of the agricultural environment by preventing and controlling 

soil pollution, desertification, vegetation damage, and correcting ecological imbalances. The legal 

liability procedures for violations, compensation, and administrative sanctions could be more effec-

tively applied to land degradation control.

3.2.1.4  Sectoral laws

1998 Forestry Law

Cognisant that devastating floods are made worse by deforestation, the 1998 Forestry Law moved 

towards conservative forest management from the previous utilization-oriented forestry manage-

ment. Recognising that forest ecosystem’s functions and services absorb and cleanse flood waters, 

it created the categories of ‘public-interest forests’ and ‘conserved and preserved forests’ and estab-

lished a complex legal and institutional framework for forest use, conservation, and administration. 

The 1998 Forestry Law acknowledged forest sustainability as an independent objective and, for the 

first time, provided a mechanism for conservative forest management, such as setting up categories 

based on the objectives of forest function or use, administrative arrangements for each category, 

financial instruments, compensation funds for public-interest forests, and a reforestation program. 

The compensation program was not funded until 2004.

18   The Standing Committee of the 7th National People’s Congress, Environment Protection Law of China, 
(1989), the 11th Meeting of the Standing Committee of the 7th National People’s Congress. Because the 
1989 Environmental Protection Law addressed the regulation of industrial activities in urban or suburban 
areas, it is recognized as a basic regulatory document on conservation of the natural environment with 
special activities in natural resource use and management, including agriculture, farming, and mining.

19   See Articles 1 and 2, Chapter II of the 1989 Environmental Protection Law.
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Protected areas legislation

The IUCN concept of ‘protected areas’ was introduced to the Chinese legal and regulatory frame-

work in 2000 by international programs and scientists.20 The draft of China’s Protected Areas Law 

that was publicized in March 2006 by the Environmental Protection and Natural Resource Committee 

(EPRCC) of National People’s Congress (NPC) contained the first use of the concept in national leg-

islation. Consultative workshops showed that the concept of ‘protected area’ was new to the public, 

practitioners, and legislators,21 while the term ‘nature reserve’ was more commonly understood. 

The concept of ‘protected areas’ was introduced into Chinese legislation to unify the administration 

of all areas managed for biodiversity and nature conservation under a single national law. Currently, 

Chinese legislation includes rules for natural parks, forest parks, geological parks, scenery parks, 

and natural heritage sites, each of which is under the administration of different authorities. Protected 

areas thus became the most appropriate umbrella for nature reserves and natural parks. 

Although a major management system for nature reserves has been established, there is still no 

national law for nature reserves or national parks. National laws including constitutional law, environ-

mental pollution control laws, and natural resources laws that have provided basic principles and ar-

ticles to nature reserves or natural conservation and biodiversity are listed in Table 1. Regulations and 

ministerial decrees on nature reserves, which are applied to protected areas, are shown in Table 2.

Table 1 National laws on nature conservation and nature reserves

National law Articles Contents or comments

Constitution, 1982 26, 22 State to protect historic cultural heritage and nature’s 

beauty; protect and improve the living and ecological  

environment; general legal principles for nature reserves 

Environmental Protection 

Law, 1989

17 Gives government authority to protect natural ecological 

systems, endangered species, water origins, cultural and 

natural heritages; sets up general legal rules for nature 

reserves

Marine Environmental  

Protection Law, 1999

21, 22, 23 Gives government authority to establish and regulate 

marine nature reserves

Forestry Law, 1998 24, 31 Forestry authority is responsible for establishing and  

administrating forest-type nature reserves; includes  

logging ban in nature reserves

Grasslands Law, 2002 42 Agricultural authorities are responsible for establishing  

and administrating grassland-type nature reserves; no 

specific measures noted

20   See ‘Natural Reserves and Natural Conservation,’ In The Proceedings of the Annual Forum of the Chinese 
Committee for International Cooperation of Environment and Development (CCICED), 2003; and Xie Yan 
and Wang Song, China’s Protected Areas, 2004.

21   As at ‘EPR Nature Reserves in China’ conducted during the International Symposium on Legislation of 
China’s Protected Areas, Beijing, 2004.

u
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National law Articles Contents or comments

Mine Resource Law, 1996 17 Mining exploitation to be restricted in all nature reserves: 

administrative permission needed for exploitation, but no 

specific penalty for exploitation violation

Fishery Law, 2000 29 Fishing not allowed in marine or freshwater nature reserves 

without administrative permission, but no specific penalty 

for violation

Wild Animal Protection Law, 

1988

10, 20, 34 Gives government authority to establish nature reserves to 

protect wild animal species; hunting restriction in nature 

reserves; penalty and criminal punishment for violation of 

hunting restrictions provided

Air Pollution Law, 2000 16 Gives government liability and authority to control air 

pollution in nature reserves, and forbids industrialised pro-

cesses or production facilities that pollute the air in nature 

reserves; air pollutants from any facilities in nature reserves 

must comply with discharge standards; no specific penalty 

for violations

Solid Wastes Control Law, 

2004

22 Gives government authority to control waste pollution in 

nature reserves, and forbids construction of industrial or 

household waste collection and disposal sites in nature 

reserves; no specific penalty for violations

Water Law, 2002 33 Protects water sources and drinking water resources,  

most of which are in nature reserves 

Desertification Prevention 

and Control Law, 2001

35 Compensation to be given for restored land that is  

converted to nature reserves 

Table 2 Regulations and decrees on nature reserves 

Name of regulation Content and comments

Measures for the  

administration of  

forest and fauna  

nature reserves, 1985

Includes main tasks of nature reserves’ administrative organs, grades and  

classification of nature reserves, criteria for establishment of nature reserves, 

staffing of administrative organs of nature reserves, protection measures

Nature reserves  

regulation, 1994

The major force in the legal framework, Chapter 5, Article 44 is the first and only 

comprehensive regulation for nature reserves; it includes the definition of nature 

reserves, procedures of establishment/ construction/management of nature 

reserves, nature reserve planning integrated into economy and social plans; 

clarification of various authorities’ competence in nature reserves, categoriza-

tion and classification of nature reserves, funding.

Wild foliage protection 

regulation, 1996

Article 11: Nature reserves are to be established to protect habitats of national-

class wild plants

Wild aquatic species  

protection regulation, 

1993

Nature reserves are to be established to protect habitats of national-class wild 

aquatic species
u
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Name of regulation Content and comments

Wild terricolous animals 

protection regulation, 

1992

Article 36: Penalty for damaging or destroying nature reserves or habitats for 

national-class wild terricolous animals

Wild medical herbals 

protection managerial 

regulation, 1987

Articles 11, 12: Nature reserve authority to review and issue permits for research 

and exploitation activities of medical herbal resources for herbals located in  

nature reserves; Article 19: Administrative order and penalty for violation of 

Articles 11, 12; remedy to damage of herbals

Marine environmental 

management regula-

tion on control costal 

engineering construction 

pollution damage, 1990

Article 10: No permission to build construction projects or coastal engineering 

projects that generate pollution and destroy marine nature reserves; no pollution 

allowed in marine nature reserves although construction sites and engineering 

projects are allowed beyond marine nature reserves’ territory

Administrative regulation 

on control of land-source 

pollution to damage  

marine environment,1990

Article 8: Scavenge ports are not allowed within marine nature reserves or 

scenery sites

Administrative regulation 

on control of shipping 

pollution, 1983

Article 5: No discharge by any ship of oil, oil mixture, wastes, or poisonous 

substances into ports, freshwater river watersheds, or marine special protected 

areas and nature reserves

Administrative regulation 

of hazardous chemical 

substances for public 

security, 2002

Article 10: Except for transportation tools, oil stations and gas stations that  

produce or port hazardous chemical substances must keep a certain distance 

from nature reserves and other protected areas that meet national standards

Name of decree Content and comments

Land administrative  

measures of nature  

reserves, 1995, State 

Land Administrative 

Agency

Specifications of land titles and management of nature reserves under 1986 

Land Administrative Law, including protection of nature reserve land, land  

registration and rights, legal liabilities of violation

Principles of categoriza-

tion and classification of 

nature reserves, 1993, 

Ministry of Environmental 

Protection 

Establishes three categories and nine types of nature reserves, and four  

administrative classes at the national, provincial, city, and county levels

Organization working 

rules for the evaluation 

committee on national-

class nature reserves, 

1991, Ministry of  

Environmental Protection

Sets procedures and criteria to establish the evaluation committee and for 

evaluation of nature reserves, and tasks and responsibilities of the evaluation 

committee

u
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Name of decree Content and comments

Marine nature reserves 

administrative measures, 

1995, National Marine 

Administrative Bureaus

Establishes the concept of nature reserves and their legal status, procedures 

of establishment/ construction/management of nature reserves, nature reserve 

planning integrated into economy and social plans, clarification of various 

authorities’ competence in nature reserves, categorization and classification of 

nature reserves, funding

Administrative measures 

of aquatic wildlife on 

nature reserves, 1997, 

Ministry of Agriculture 

Includes the rights and responsibilities of entities and individuals protecting 

aquatic wildlife on nature reserves, responsible authority and liabilities, criteria 

and procedures of establishment/ construction /management of nature reserves 

for protecting aquatic wildlife

Measures for admin-

istrating the usage of 

special fund for nature 

reserves, 2001, Ministry 

of Finance 

Financial management of special funds for nature reserves

2001 Desertification Prevention and Control Law 

The 2001 Desertification Prevention and Control Law (DPCL) is an integrated law for desertification 

control.22 Its provisions can be grouped into forestry-sector and inter-sector measures. Forestry-

sector measures are administered by the forestry bureaus. They include: 

Monitoring, analyzing causes of land desertification, providing early warning of droughts and dust •	

storms (Article 14);

Establishing sand breaks and windbreak shelter-belts or networks of perennial shrubs and grass-•	

es (Article 16); and 

Establishing ‘enclosed protection areas of desertified lands’, which require relocation of residents •	

outside of the area (Article 22).

The DPCL has played a powerful role in providing a legal as well as a financial basis for forestry-

oriented ecosystem conservation and construction programs. It provides a basis for the National 

Plan for Combating Desertification (NPCD),23 China’s first basic strategic instrument for combating 

desertification. Its purpose is to identify desertified lands where human activities should be regulated 

or prohibited. The NPCD requires formulation of action plans for combating desertification (APCDs) 

within specific schedules, steps, and measures. There are three levels of APCDs, national, provincial, 

and city/county, with the NAPCD providing the overall action plan.24 

22   The Standing Committee of the 9th National People’s Congress, Desertification Prevention and Con-
trol Law of the 4 PRC (2001), the 23rd meeting of the Standing Committee of the 9th National People’s  
Congress.

23   Chapter 2 of the 2001 Desertification Prevention and Control Law.

24   Articles 10 and 11 of the 2001 Desertification Prevention and Control Law.
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1985 Grasslands Law, amended in 2002

Grasslands provide diversified economic benefits for herding livestock and ecological benefits 

such as anchoring soil to prevent erosion and absorbing runoff water to prevent floods. Therefore, 

it is important to have legislation to enhance the administration of grasslands. Since the People’s  

Republic of China was established, China has enacted a series of laws and policies on the protec-

tion, construction, and management of grasslands. The 1979 Environmental Protection Law (interim) 

regulated planning and construction of grasslands to conserve grassland capacity for grazing and 

to prevent grassland degeneration. It prohibited the prevention of prairie fires. The Environmental 

Protection Law was followed by the 1984 Grassland Management Regulation of the Inner Mongolia 

Autonomous Region and the 1985 Grasslands Law, the first special law on grassland protection 

in China. It regulated grassland ownership and usership, administration, and supervision, protec-

tion measures and requirements for rational use, scientific management, and conservation. In 2002, 

the Grasslands Law was amended to include a dispute-resolution process, mechanisms to prevent 

overgrazing, restrictions on reclamation of grassland to farmland, and measures for rehabilitation of 

grasslands. 

3.2.2  Institutional framework

There are four levels of hierarchy in the structure of Chinese people’s government: (1) the central 

government, namely the State Council, plus three levels of local government: (2) province, (3)  

prefecture, and (4) county (See Figure 1). The local governments are in charge of public and civilian 

affairs and report to the People’s Congresses at the local and state levels. Governments at various 

levels are under the leadership of the State Council. In general, the decision making and financial 

responsibility is reserved to central and provincial levels, while the execution of planning and action 

is carried out at the provincial and county levels.

At each level, the government has various sectoral authorities, ministries, departments, and bureaus. 

Authorities responsible for various sectors at the horizontal level are subject to their government by 

constitutional law; authorities responsible for the same sector at all vertical levels constitute admin-

istrative relationships by specific administrative law and regulation. Lower levels of governments and 

authorities are guided by the corresponding ones at higher levels. 

The township/village government is a dependent organ of the county government; therefore, its  

institutional setting is not as complete as those of the other levels. In addition to governmental  

institutions, there are several civil bodies, such as villagers’ self-ruling organizations, village commis-

sions, and villagers’ subcommittees. 

The committees of development and reform, which are responsible for overall planning of social, eco-

nomic, and environmental developments, take lead roles for all governmental institutions. Financial 

authorities, which function as guardians and major investors of public revenue, possess significant 

roles in comprehensive investment of the state, including in ecosystem services. Sectoral authorities 

such as those for water, inland and coastal land, agriculture, forestry, and environmental protection 

focus on their own specific affairs, that is proposing sector planning and executing policies and 

programs/projects approved by the governments. Sectoral agencies at the national and provincial 

levels are called ‘departments’ and those at the local level are called ‘bureaus’. To coordinate all the 

authorities in various fields and at all levels, ‘coordinating leading groups’ are set up.
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Figure 1 Relationships among government institutions 
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3.2.2.1  Institutions in charge of the environment

China now has many natural resource management agencies including the Ministry of Water  

Resources (MWR), the State Forestry Administration (SFA), the Ministry of Agriculture (MoA), the  

Ministry of Land Resources, the Ministry of Environmental Protection (formerly the State Environmen-

tal Protection Agency [SEPA]), the State Development Planning Commission, and agencies for state 

flood control and drought relief.

Forests, as a natural resource, are administered by the authorities of forestry; however, as a type of 

ecosystem linked with water, soil, and grasslands, they are also regulated by other authorities with 

regard to conservation, rehabilitation, and general inspection. In general, the following institutions are 

of direct interest to forestry ecosystems.

Authorities of forestry:•	  The State Forestry Administration (prior to 1998 called the Ministry of  

Forestry), Departments of Forestry (DF) on the provincial and national level and Bureaus of  

Forestry (BF) at the county and city levels are responsible for forestry resource management and 

conservation.

Authorities of agriculture:•	  The Ministry of Agriculture, Departments of Agriculture (DA) and  

Bureaus of Agriculture (BA) are responsible for particular forests in the farming business. 

Authorities of environmental protection•	 : The Ministry of Environmental Protection (prior to 2008, 

called the State Environmental Protection Administration, [SEPA]), Departments of Environmental 

Protection Administration (DEPA) and Bureaus of Environmental Protection Administration (BEPA) 

are responsible for overall pollution control, and natural and ecological conservation.

Academies of forestry•	 : Chinese Academy of Forestry Science (CAFS), and the Academy of  

Forestry Reconnaissance of the SFA and the DF. 

3.3.2.2  Agencies in action

In specific national conservation programs, other relevant authorities are deeply involved. For  

example, in the Grain for Green Program, the most significant program of ecosystem service  

payments in China, in which farmers convert farmland to forestry or grassland for compensation 

by fiscal subsidies and allotments of grain, the lead authorities are SFA and MoA, but the following 

authorities are interactive collaborators: 

Authorities of planning•	 : The National Development and Reform Commission (NDRC) and the  

local Development and Reform Commissions (DRC) are responsible for overall and comprehen-

sive planning.

Authorities of finance•	 : The Ministry of Finance (MoF), the Departments of Finance (DoF) and the 

Bureaus of Finance (BoF) are responsible for fiscal subsidies and institutional management fees.

Authorities of auditing•	 : State Auditing Agency (SAA), the Department of Auditing (DoA), and  

Bureau of Auditing (BoA) are responsible for auditing the project.

Authorities of water resource•	 s: The Ministry of Water Resources (MWR), the Departments of Water 

Resources (DWR) and the Bureaus of Water Resources (BWR) are responsible for allocating water 

and facilitating irrigation for vegetation planting, especially in dryland ecosystems.
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Coordinating leading group•	 : The Leading Group for Western Region Development, with offices at 

the central, provincial, and county levels, is responsible for coordinating all authorities in planning, 

decision making, fiscal sharing and allocation, and supervision of the implementation process. It 

reports to the State Council.

3.2.2.3  Implementing the Grain for Green Program

The following institutional process, observed in the implementation of the Grain for Green Program, 

is an example of the complex interactions among the various sectors and levels of government. (The 

Grain for Green Program is one of the Priority Forest Projects described later in Box 1.)

Step 1: The comprehensive programmatic plan by the lead authorities clarifies the project’s  

objectives, tasks, funds, and institutional responsibilities. The lead authorities, SFA in the forest land  

conversion program and MoA in the grassland conversion program, outlined a comprehensive 

plan for coordination with other responsible authorities, and proposed it to the State Council for  

approval. The approved comprehensive plan may be adjusted and modified, depending on the  

problems arising in implementation. 

Step 2: An annual implementation plan was developed as follows: 

The provincial lead authority, in collaboration with others, formulated the annual implementation •	

plan according to the comprehensive plan from Step 1. The provincial government approved the 

implementation plan and reported to the State Council through the lead ministries or the Office of 

the Leading Group for Western Region Development.

The Leading Group examined and approved the implementation plans through responsible  •	

ministries.

The province specified which counties would carry out various activities of the approved imple-•	

mentation plan. The provincial Development and Reform Commission (DRC) took the lead role 

in specifying tasks and funds, released the work plan to the counties, and reported to the lead 

ministries of the State Council. 

Each county developed a county-level implementation plan with more detailed implementation •	

arrangements including specifying which land lots and people will participate in the program. 

Matching funds for the local governments were approved by each upper-level government.•	

The project was implemented at the county level to fulfil its objectives, tasks, funds, and institu-

tional responsibilities. Objectives were divided, tasks released, funds distributed, and responsibilities 

nailed down.

Step 3: The project activities were frequently reviewed and audited to make sure the project was 

effective and did not become corrupt. Extensive inspections were conducted by the county govern-

ment responsible for the initial review, then by the provincial government, and finally by the central 

government. Technical entities like the China International Engineering Consulting Company were 

invited to participate in this process.

This mode of implementation and institutional arrangements is very Chinese. Other key national eco-

logical protection projects in the 11th Five-Year Plan follow a similar process of implementation. 

EPLP 79 Chap 3.indd   54 12.01.2012   15:00:49



54 55

The Case of the Peoples’ Republic of China

3.2.2.4  Coordinating institutions

Despite the integrated process used in the Grain for Green Program, most institutional implementa-

tion of environmental protection and natural resources management has been weak. Institutional  

arrangements for conservation were sector-focused and top-down. Program offices were at the  

central level within lead ministries, such as the SFA. At the local levels – provincial, city, and county 

– vertical program offices were established. Program planning was carried out by technical teams 

within the forestry sector. For programs that could be executed by SFA, consultations and coordina-

tion with other sectors (e.g. agriculture, water resource, and land resources) rarely happened. 

3.2.3  Land rights and tenure

Land laws regulate common rules of land ownership and usership. According to the Constitution, the 

1998 Land Administration Law,25 and the 2002 Country Land Contracting Law,26 all land in China can 

be categorized into two types of ownership: state ownership and collective ownership. State-owned 

land includes urban lands, urban outskirts, and some cultivatable farmland. Collectively owned land 

includes farmlands, grasslands, and other agricultural lands, which are predominantly owned by  

village collectives.27 

Under the 1998 Land Administration Law, land is usually divided into two categories: exploited and 

nonexploited. Exploited land is further subdivided into land uses for either construction or agricul-

ture. State-owned lands are governed by a series of laws and regulations for use rights, (usually 

granted for 50 or 70 years), transference and trading, and estates. A land-use right must comply with 

the land-use master plan, which interprets the functions of specific lands, such as farmland, grass-

land, forestland, or construction land. Collectively owned lands have been contracted to farmers and 

herders since the agricultural land reforms of the 1980’s when farmers’ land tenure was guaranteed 

as an incentive to increase production. Herders’ land tenure was not as widely applied. 

Previously, landowners were not allowed to contract their land’s usufructs (rights for use and enjoy-

ment of the land) through a trade-and-market system. The DPCL allowed transfer of land usufructs 

only for ecosystem conservation. The 2002 Country Land Contracting Law extended the scope 

and application of land usufruct transfer. Now, users’ rights for collectively owned land are tradable 

among legitimate owner members if half the members agree, and tradable to nonowner members if 

two thirds of the owner members agree. 

Land usership and ownership disputes are reviewed by responsible authorities before they can be 

taken to the courts for a judicial solution. The administrative review of land ownership disputes 

and initial contracting of country lands are handled by the land administrative authorities. Farmland  

recontracting is handled by the agricultural authorities, and forest land recontracting by the  

forestry authorities. Land disputes over contracting matters can be brought to civil or administrative  

mediation, arbitration, or to the court, subject to decisions by the disputing parties.

25   Articles 1 and 2, Chapter I of the 2001 Desertification Prevention and Control Law and Article 8 of the 1998 
Land Administration Law.

26   The Standing Committee of the 9th National People’s Congress, The Country Land Contracting Law (2002), 
the 19th meeting of the Standing Committee of the 9th National People’s Congress.

27   Articles 8 and 9 of the 1998 Land Administration Law. 
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3.3 Land use planning

3.3.1 Coordination

3.3.1.1  Internal coordination of agencies

The 2001 Desertification Prevention and Control Law (DPCL) promotes ecosystem management by 

enhancing inter-sectoral institutional cooperation. This law was the first to address cross-sectoral 

issues such as water, agriculture, and livestock production within a single law. For example, Article 

17 is a complex provision related to vegetation protection, which requires county-level governments 

to formulate a vegetation management and protection system in which special vegetation protection 

wards are set up in townships. No cultivation is allowed on woodlands, grasslands, or the desert 

margin. Where cultivation has a negative ecological impact, cultivated lands must be converted to 

woodlands or grasslands.

Under DPCL, two shelterbelt forestry programs are employing cross-sector implementation that  

involves the agencies responsible for watershed treatment, animal husbandry, and poverty  

reduction. The National Development and Reform Commission and the authorities of finance take 

charge of planning and designing programs, while the SFA is the executive authority for all forest-

ry conservation programs. However, institutional coordination is generally weak, which could be a  

reflection of either inadequate regulations or poor implementation. Implementing the DPCL’s inter-

sectoral provisions depends on all relevant agencies keeping on an integrated course.28

Integrated ecosystem management is now being addressed in China by a PRC-Global Environment 

Facility (GEF) Partnership on Land Degradation in Dryland Ecosystems. This long-term country pro-

gramming framework is intended to improve land management by integrating social and economic 

development and promoting institutional coordination through spatial planning and data sharing, 

making information transparent to the public, and encouraging public participation and local bottom-

up planning.29

3.3.1.2  Transparency and public participation

From China’s first version of an environmental protection law – the 1979 Environmental Protection 

Law (Interim) – to the present, Chinese environmental law has provided general rules for public  

28   In a technical context, the lack of a technical definition of the land that DPCL aimed to restore and protect 
was an obstacle for institutional coordination. The technical approach of DPCL is to conserve soil and 
prevent desertification by water and wind forces. DPCL defines ‘desertified land’ as land in need of those 
services. However, trees have been mistakenly planted in barren deserts or in sound grasslands. Therefore, 
definitions and classifications of ‘desertification’ and ‘desertified land’ are key for all legal instruments set 
by the DPCL. Technical resolution of issues about ‘desertification’ and ‘desertified land’ has to be examined 
to ensure compliance with sound natural resource utilization and management. Technical standards linked 
to human activities that affect the functioning of natural ecosystems will help provide clearer justification of 
responsibilities and liabilities of individuals or organizations for various activities on the ‘desertified land’. 
These technical aspects of the DPCL need to be designed into an acceptable legally binding agreement 
among all administrative agencies and sectors to ensure consistent compliance. 

29   Asian Development Bank, People’s Republic of China/Global Environment Facility (PRC/GEF) Partnership 
on Land Degradation in Dryland Ecosystems, Progress Report, http://www.adb.org/Projects/PRC_GEF_
Partnership/progress-report1.pdf (accessed August 2009).

EPLP 79 Chap 3.indd   56 12.01.2012   15:00:49



56 57

The Case of the Peoples’ Republic of China

participation. However, the early rules did not reflect modern concepts, such as those expressed 

in the Rio Declaration and the ecosystem approach advocated by the Convention on Biological 

Diversity and other international conventions. Often the Chinese process of conservation planning 

involves only consultations with scientists with little input from rural communities and almost none 

from the general public. 

Public participation has been enhanced in recent years. The 2002 Environmental Impact Assessment 

Law (EIAL) created rules under which citizens who live in the vicinity of a project can make comments 

on the project starting with the design phase. In March 2006, the Interim Decree on Public Participa-

tion in Environmental Impact Assessment issued by SEPA used the term ‘public participation’ for the 

first time. Currently, public participation is limited to the EIA process and the procedures are still in 

an initial stage. 

Meanwhile greater efforts are taking place at the provincial level. For example, Sheng Yang, the 

capital city of the Liao Ning province, created the Regulation on Public Participation in Environmental 

Protection (in effect 1 January 2006) that recognizes a public right to access environmental informa-

tion and specifies activities that require public participation.

3.3.2  Integration

3.3.2.1  Ecological function zoning

The Compendium of National Environmental Conservation,30 which addressed the droughts and 

floods of the late 1990s, proposed a new instrument – ecological function zoning – to provide a  

scientific baseline against which to measure the affects of economic growth. 

‘Ecological functions’ or ‘ecological service functions’ refers to the service value of natural ecological 

systems to support human society and economic development. The goal is to recover and recon-

struct injured and degraded ecological systems and their service functions. 

In ecological function zoning, a region is zoned according to its environmental capacity. The purpose 

of ecological function zoning is to: (1) highlight the importance of ecological service functions and 

to provide a scientific basis for rational land use; (2) strengthen coordination and management in 

accordance with ecological functions; and (3) inform the regulation and placement of industry within 

ecological zones and make rational use of natural resources. 

Based on its environmental carrying capacity, existing human needs, and the potential strength of 

development, land is divided into four zones that allow various levels of development: (1) optimized 

development, (2) intensive development, (3) restricted development, and (4) prohibited development. 

Because the restricted and prohibited development zones provide the others with major ecosystem 

services, they receive financial compensation. 

Ecological function zoning commenced in August 2000 with the first phase initiated in the Western 

Region. The authority for ecological function zoning was delegated to two key ministerial-level agen-

cies, the Leading Group for Western Region Development and the State Environmental Protection 

30   State Department of China. Compendium of National Environmental Conservation, http://www.cy.ngo.cn/
go1_ecology9.htm (accessed May 2006). 
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Agency (SEPA), now the Ministry of Environmental Protection.31 SEPA, all 12 Western Region people’s 

governments, and the Chinese Academy of Sciences (CAS) participated in the preparatory work. In 

2002, as planned in the 10th Five-Year Plan for Environmental Protection, the Leading Group, and 

SEPA published a technical guide for ecological function zoning – the Interim Rules for Ecological 

Function Zoning (IREFZ) 32 with support from the Centre of Ecological Science of CAS. The rules 

proposed that ecological function zoning include the following steps: (1) assessment of ecological 

status quo, (2) assessment of environmental sensibility, (3) assessment of the importance of ecologi-

cal service functions, (4) schemes of ecological function zoning, and (5) a general description of each 

ecological zone.

By mid- 2003, most Western Region provinces/regions had completed their draft zoning plans. By 

June 2004, the second phase was completed.33 The third phase was carried out by SEPA at the  

national level. In September 2004, the National Technical Expert Group for Ecological Function  

Zoning (NTEGEFZ) completed the Draft National Ecological Function Zoning by combining the out-

puts from the first and second phases, and then asked each provincial/regional people’s government 

to review the draft. All feedback and comments were collected and in November 2004, NTEGEFZ  

formulated the final version of National Ecological Function Zoning, which was approved by SEPA. By 

formatting the approved National Ecological Function Zoning by province/region, a draft Provincial/

Regional Ecological Function Zoning was created and sent to the provincial/regional governments for 

review. The plans become binding when approved by the provincial/regional governments. 

National policies are encouraged to use the ecological zoning system as a guide in making decisions. 

For example: 

Financial policies should consider granting compensation in restricted and prohibited develop-•	

ment zones.

Investment policies should support environmental conservation and public service facilities  •	

in restricted and prohibited development zones and more intensive development in intensive  

development zones. 

Industrial policy should guide the transfer of industry to the optimized development zones, guide •	

the intensive development zone to strengthen its industrial construction, and guide restricted  

development zones to develop only industry compatible with its purpose and restrict other  

industrial expansion. 

Land policy should encourage construction in the intensive development zones while ensuring •	

31   Qun Du, ‘Protecting Ecological Functions: Ecological Function Zoning and Conservation Zones in the 
PRC’, In Jeffrey, M., et al. (eds.), Biodiversity Conservation, Law and Livelihoods: Bridging the North-South 
Divide, 2008, p. 441. 

32   Qiyao Zhang, The Interim Rules for Ecological Function Zoning (IREFZ), 12 September 2002, Science 
Times, Beijing.

33   Qun Du, ‘Protecting Ecological Functions : Ecological Function Zoning and Conservation Zones in the 
PRC’,in Jeffrey, M., et al. (eds.), Biodiversity Conservation, Law and Livelihoods: Bridging the North-South 
Divide, 2008, p. 441; Middle and Eastern China includes Beijing, Shanghai, Tianjing, Hebei, Shangxi, Lia-
oning, Jilin, Heilongjiang, Jiangsu, Zhejiang, Anhui, Fujiang, Jiangxi, Shangdong, Henan, Hubeii, Hunan, 
Guangdong, Hainan.
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that farmland is not reduced, apply certain construction controls in the optimized development 

zones, and apply strict land-use controls in the restricted and prohibited development zones. 

Population management policy should encourage the settlement of people with jobs and  •	

residences in the optimized and intensive development zone and guide population in the restrict-

ed and prohibited development zone to gradually transfer voluntarily to the other zones. 

The coordination of ecological function zoning with other types of zoning such as administrative 

zoning, geographical zoning, agricultural zoning, and marine function zoning is still being worked 

out. Other types of zoning conform with jurisdictional demarcations (e. g., province, city, or county) 

or geographical features (e. g. river basin, mountain). The agricultural and marine function zones, 

targeted for industrial production in agriculture and fisheries, provide jurisdictional authorities for 

sectoral resource administrations (e.g. the authority of agriculture, or the authority of marine fishery). 

Because ecological function zoning is ‘a fundamental zoning’,34 based on the capacity of the land, 

some experts claim it should supersede other types of zoning.35 However other resource managers 

disagree.

Will ecological function zoning affect the existing planning system? On the one hand, the ideol-

ogy of ecological functions and integrated ecosystem management is understandable to decision  

makers and practitioners. The procedures of ecological function zoning under the National Ecologi-

cal Function Zoning have been recognized as a scientific and rational instrument by which to conduct 

holistic environmental management. On the other hand, implementing ecological function zoning is a 

huge challenge. The current management system of natural resources and environmental protection 

lacks cross-sectoral cooperation and dialogue. At the very least, ecological function zoning provides 

a guide by which each resource authority can check its plans, programs, and projects to alleviate 

duplications or to fill gaps. 

3.3.2.2  Environmental impact assessments

The 2002 Environmental Impact Assessment Law requires many types of government programs 

and activities to develop environmental impact assessments (in the past, only construction projects 

were affected). As part of the government’s overall plan to control land degradation, environmental 

impact reports must be prepared for all major development activity relating to industry, agriculture,  

animal husbandry, forestry, energy, water conservancy, communications, municipal construction, and  

tourism.36 

3.3.2.3  Management plans

Like zoning, planning is an important natural resources management tool. There are many types 

of plans by various Chinese agencies including water resource strategic planning, agricultural  

34   Qiyao Zhang, Interim Rules for Ecological function zoning (IREFZ), Science Times, 12 September 2002, 
Beijing; see also Qun Du, ‘Protecting Ecological Functions : Ecological Function Zoning and Conservation 
Zones in the PRC’, In Jeffrey, M., et al. (eds.), Biodiversity Conservation, Law and Livelihoods: Bridging the 
North-South Divide, 2008, p. 447.

35   Xinhua Net, Ecological Mapping and Zoning Taking Place in Provinces, 13 September 2002.

36   Beyer, S., ‘Environmental Law and Policy in the People’s Republic of China’, Chinese Journal of Interna-
tional Law 5, 185-211, (2006).
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planning (including animal husbandry and fresh water fishery), land use comprehensive planning, ur-

ban development, construction planning, water and soil conservation planning, desertification con-

trol planning, ecological construction planning, and environmental protection planning. 

3.4 Instruments to govern ecosystem services

China’s environmental governance takes a top-down approach. A highly centralized administration 

is a strength for environmental protection and conservation; however, there are insufficient regula-

tions for the application of market-based instruments for ecosystem goods and services, a lack of 

recognition of civil rights in management of natural resources, and a low level of public participation 

in environmental matters.37 To add ecosystem services as a new objective for environmental gov-

ernance, the existing legal and regulatory framework would have to be adapted to include market-

based instruments. Property rights, of which the value of ecosystem services could be an element, 

are prioritized to be reformed for this purpose.38 For example, the measures listed below have been 

considered in the current reform process: 

Carbon trading market and its regulation through the Clean Development Mechanism (CDM) under •	

the Kyoto Protocol of the United Nations Framework Convention on Climate Change (UNFCCC);

Evaluation of the value of forests ecosystem services;•	

Privatization of forest land-use rights; •	

Green taxes to support ecosystem conservation; and •	

Trading system for the use rights of natural resources.•	

3.4.1 Command and control

The most important command and control instrument for governance of ecosystem services is the 

designation of protected areas. China’s first nature reserve, Guangdong Hushan Nature Reserve, was 

founded in 1965 and by 2004 there were 2,194 reserves covering almost 148,000 hectares – almost 

15 percent of China’s territory.39 Nature reserves are administered by the Ministry of Environmental 

Protection and their funding is almost completely by government grants.40 

37   These were some conclusions of the debates on citizen litigations for both public and private interest on 
the environment at the International Symposium on Legislation for Environmental Damage Compensation, 
20-21 August 2004, Beijing. 

38   Liu Guihuan, ‘Eco-Compensation Policies and Mechanisms in China’, Review of European Community and 
International Environmental Law; 17: 234-242 (2008).

39   Xu Jianchu and David Melick, ‘Rethinking the Effectiveness of Public Protected Areas in Southwestern 
China’, Conservation Biology 21:318-328, (2007).

40   China’s annual investment in nature reserves for infrastructure is less than 200 million RMB (around US$25 
million). To meet the current scale of nature reserves the fund needs 1 billion RMB. To fill this gap, one pro-
posal is to open public and private land concessions on nature reserves. See ‘Contribution of Wang Caifa’ 
In International Symposium on China’s Protected Areas Law, Environmental Protection and Resources 
Conservation Committee (EPRCC) of the National People’s Congress in China, 2006, p. 28.

EPLP 79 Chap 3.indd   60 12.01.2012   15:00:49



60 61

The Case of the Peoples’ Republic of China

Each nature reserve has three zones. The core zone is a protected area; no humans are  

allowed except for permitted scientific research. The buffer zone is also managed for limited public  

access allowing only activities such as scientific research, training, and sample collection with prior  

approval. The experimental zone is less restrictive and allows sightseeing and tourism activities with 

prior approval. 

A nature reserve evaluation committee – including representatives of the four levels of government 

– for each reserve is in charge of appraising planning and construction proposals, classification 

and categorization, and management and staffing. It also provides technical advice on coordinating 

the boundaries of the reserve with jurisdictional boundaries. In practice, the evaluation committee  

usually operates well in establishing nature reserves, but less well in making sure the operations meet 

the conservation objectives in the original plans. For example, inspection of nature reserve manage-

ment is not adequate. Activities such as coal mining or the unsustainable collection of herbs or plants 

often occur. Both authorities in charge of administration and those responsible for overall inspection 

have failed to enforce penalties against rule breakers. 

Also, communities are given little chance to participate in the formation of nature reserves and  

inadequate information about any changes. When a government authority prepares a proposal, and 

later, when the evaluation committee reviews the proposal, it is seldom publicized and no representa-

tives from related communities are involved. 

Nature reserves can be owned by the state or by a collective. Becoming a nature reserve does not 

necessarily affect the land’s ownership or entitlements. However, the title of the land shows which 

uses are restricted or prohibited according to nature reserve regulations. If collectively owned land is 

changed to state-owned land, collective members with users’ titles are resettled. Resettlement must 

be taken into account in the initial planning of a nature reserve. In the core and buffer zones, any 

change of land ownership is reviewed by the nature reserve evaluation committee and the people‘s 

government. If state-owned land is designated as a nature reserve, land user-ship is transferred from 

the land resource authority to the administrative body of the nature reserve. 

3.4.2  Market instruments

In the Chinese context of a socialist economy with key elements of a market economy, there is a 

need to enhance market functions for better ecosystem management. Priorities include reforms of 

the pricing system and of property rights. Focal points for these reforms are proposed as: 

Controlling mining rights to secure energy supply, alleviate mining accidents, and protect human •	

health;

Better allocating the initial property rights and use rights of natural resources;•	

Establishing taxes and fees for the use of State-owned resources; and•	

Creating a trading system for the rights to use natural resources.•	

Government investments in ecosystem rehabilitation projects and forestry schemes have been made 

under national laws and regulations in compliance with conservation programs and enforced by the 

government and civilian entities. Even within this framework, a number of schemes similar to market 

instruments have emerged. 
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3.4.2.1  Payments for ecosystem services 

China has a form of payment for ecosystem services (PES), but it is mainly public and not market 

based. The government provides payments and compensations to land owners or users – some-

times in the form of grain or in the use of products from the land – to convert farmland to forest and 

to restore degraded lands, or in the framework of so called Priority Forest Projects. The concept 

of intangible ecosystem services, however, is less developed, partly due to the difficulty of pricing 

ecosystem services. 

Furthermore, PES should be considered between regions, in particular between eastern China and 

western China. Seventy-five percent of the nature reserves are located in western China, mainly in 

the autonomous regions of Tibet, Inner Mongolia, and Xinjiang, and the provinces of Qinghai, Gansu, 

and Sichuan; however financial assistance to these areas is limited. The 11th Five-Year Plan pro-

poses establishment of compensation to the Western Region41 for ecological services, in particular 

for nature reserves, biodiversity, and water.42 Considering that the Western Region includes most 

of the restricted and prohibited development zones, Western Region development policy43 should 

establish a long-term and stable western development compensation fund.

Payments to restore desertified lands and to convert cropland to forests

In 2001 and 2002, the State identified desertified lands in specific areas and traded them to civil  

entities for restoration and revegetation in return for 50-year leases. This process was used  

extensively to promote forestry conservation and watershed reforestation. Earnings derived from 

woods and grasses on the restored land belonging to the leasees. All restoration activities for deser-

tified lands must follow specific administrative procedures. To encourage restoration of desertified 

lands, the State provides preferential policies such as financial subsidies, tax discounts, reductions 

or exemptions to all groups involved in activities to combat desertification. The forestry administra-

tive body has yet to set up vegetation restoration criteria for final review.

The government’s payment standard for restoring the ecosystem services in forestry and water  

differs and the subsidies also differ by location for the same service. For water protection services, 

the government offered farmers in the Yangtze river area 2.55 tons of grain per year for retiring 

one hectare of cropland, whereas in the Yellow River area it offered 1.5 tons of grain per hectare. 

For forestry services, it offered a grain subsidy for five years for cash crops, such as chestnut, tea, 

and orange; and for eight years for more environmentally benign species, such as black locust, 

pine, and cedar. The payments include a one-time cash subsidy of 750 RMB per hectare for pur-

chasing seedlings and/or seeds, and 300 RMB per hectare per year for tending and miscellaneous  

41   ‘Western Region’ is a geopolitical term that refers to six provinces (Qinhai, Gansu, Shaanxi, Yunan, Sich-
uan, and Guizhou), and five autonomous regions (Xinjiang Uigur, Inner Mongolia, Ning xia Hui, Tibet and 
Guangxi Zhuang), and the Municipality of Chongqing and other supplemented local areas.

42   ‘The National 11th Five-year Plan for Environmental Protection (2006-2010)’, Approved by the State Coun-
cil of the People’s Republic of China on 22 November 2007, http://en.ndrc.gov.cn/hot/t20060529_71334.
htm (accessed 20 August 2009). 

43   This policy commenced in 1998. 
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expenses.44 In other forestry conservation projects, the state pays 120 RMB per mu for tree planting 

under a five-year lease, 70 RMB for natural forest preservation, 100 RMB for aircraft plantations, and 

240 RMB for watershed treatment.45 

In order to support these payment schemes, different public funds have been set up:

The National Forest Ecological Function Compensation Fund (NFEFCF) was initiated by the 1998 

Forestry Law. However, it was not implemented until October 2004 when the Ministry of Finance and 

the State Forestry Administration jointly issued a ministerial decree and committed US$250 million 

for compensation in 0.27 million hectares. Participating provinces increased from 11 in a pilot pro-

gram to all provinces in China. The proportion of the NFEFCF grant has reached 5.3 percent of the 

total central investment in the forestry sector.46

In addition, in 2005, the people’s government of Zhejiang Province issued a decision titled ‘Several 

Opinions on Further Improving the Ecological Compensation Mechanics’, which raised 1.84 billion 

RMB for environmental protection projects, an increase of more than 100 percent over the previous 

year. Hang Zhou City, the capital of Zhejiang Province, set up a public fund for ecological compen-

sation, which includes ecological rehabilitation; subsidies for environmental protection and urban 

construction; financial reimbursement for technology innovation and improvement in enterprises; 

improving toilet systems in the countryside; and subsidies for poverty alleviation, farmland improve-

ment, and water conservation and supply in the countryside. Hang Zhou City budgeted 150 million 

RMB for this fund in 2005, and 200 million RMB in 2006.47

Priority forestry projects 

Priority Forestry Projects (PFP) is a cluster program of six national forestry projects in which the 

government compensates civilian investment of labour and stewardship to improve the ecological 

functions of forests. PFP’s scope includes natural resource conservation, forestation, erosion control, 

desertification control and restoration, wetland protection, and biodiversity conservation. The PFPs 

involve new methods such as integrated management, joint ventures, and benefit sharing among 

stakeholders. 

Even though PFPs include nonforest ecosystem services, their implementation is led by the forestry 

authority. 

44   Runsheng Yin et al., ‘China’s Ecological Rehabilitation: The Unprecedented Efforts and Dramatic Impacts 
of Reforestation and Slope Protection in Western China’, China Environment Series 7 :17-32, (2005). 

45   The State Council of the People’s Republic of China, ‘Order of State Council of the People’s Republic of 
China’, (367th): Regulations on conversion of cropland to forests/grassland, 2002. The State Council’s 
industry, the beer industry, the steel and iron industry, and the nitrogen fertilizer industry.

46   Yaangli Tong, Indicators of Effluents and Emissions Can Be Exchanged; Hangzhou Uses Economic Levers 
to Ensure Environmental Paradise, http://biz.zjol.com.cn/05biz/system/2005/05/12/006109649.shtml 
(accessed May 2006).

47   Tong Hang Li, Business Daily, 12 May 2005, http://biz.zjol.com.cn/05biz/system/2005/05/12/006109649.
shtml (accessed May 2006). 
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In August 2001, six PFPs planned by the State Forestry Administration and approved by the State 

Council became a milestone in China’s forestry development.48 The projects were huge compared to 

those undertaken on most countries (because China is huge, and because the State controls most 

of the land). According to the evaluations made after four years, most showed significant successes. 

The projects included:

The Natural Forests Protection Project (NFPP); •	

The Cropland Conversion to Forest Project (CCFP), as part of the Grain for Green Project; •	

The Key Shelterbelt Development Projects in Three-North and the middle-lower reaches of  •	

Yangtze River; 

The Sandification Control Project; •	

The Wildlife Conservation and Nature Reserve Development Project; and•	

The River-Belt Forestation Project in river basins of the Yangtze and Yellow Rivers.•	

These projects, including their costs and results, are further described in Box 1 below.

Box 1: Priority forestry projects for ecosystem services

The Natural Forests Protection Project 

Problem: Natural forests were being depleted by logging.

Goal: To rehabilitate natural forests by reducing timber production (by about 20 million cubic 

meters), developing new plantations (12.7 million hectares), maintaining natural forests (94 

million hectares), and redeploying 740,000 state forest enterprise workers by 2010.

Where: In the upper reaches of the Yangtze and upper and middle reaches of the Yellow River, 

as well as in other areas including the northeast, Inner Mongolia, and Xinjiang.

Timeline: Begun in 1998. Evaluated in 2003.

Funding: Mainly funded by the central government, which, by 2003, had invested 38 billion 

RMB (US$4.75 billion). 

What was done: Logging was banned on 30 million hectares of natural forests. By 2004, there 

were 87.8 million hectares of managed and protected forest in the project and the timber 

production was 12.5 million cubic meters. About 5.2 million hectares of hills and sandy land 

were set apart for forestry. On project land, 641,400 hectares had been reforested, including 

177,900 hectares of plantation and 463,500 hectares of natural forest. 

Results: According to preliminary statistics, by the end of 2003, the forest cover of the key 

state-owned woodlands in the northeast and Inner Mongolia had increased by 5.6 percent. In 

the upper reaches of the Yangtze River and the upper and middle reaches of the Yellow River, 

the area experiencing soil erosion had declined by 6 percent; the silt content of the Yangtze  

48   State Forestry Administration, China Forestry Development Report, 2005, p. 5.; see also Ministry of En-
vironmental Protection, Report on the State of the Environment in China 2004, http://english.mep.gov.cn/
SOE/soechina2004/forest.htm (accessed 21 August 2009). 

u
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River had declined along the whole river; and the habitats of animals and plants had improved 

and biodiversity had increased. 

The Cropland Conversion to Forest Project (Part of the Grain for Green Project)

Problem: About 60 million hectares of China’s agricultural land are on slopes of more than 

25 percent leading to soil erosion and causing pollution and flooding of major rivers. Of the 2 

billion tons of silt released into the Yangtze and Yellow rivers annually, about two thirds come 

from these sloping croplands.

Goal: To reduce the threat of flooding in the Yangtze and Yellow River basins by revegetating 

sloping land and providing reservoirs for rain water.

Where: Sichuan, Shaanxi, and Gansu. 

Timeline: The scheme was set up shortly after the major flood disasters of 1998 and 2001. 

Funding and administration: By 2003, CCFP had spent 39.5 billion RMB (about US$4.94  

billion). 

What was done: Farmers were given incentives to find off-farm work to diversify their incomes 

and take the sloped land out of production. The project funded poverty alleviation, forest 

stewardship, and professional training. CCFP is essentially a public payment scheme through 

which the State compensates private farmers for converting their farmland back to tree cover 

(or grasslands) by giving them grain and a cash subsidy to purchase tree seedlings, plus  

annual payments which are more than the yield of their cropland. 

By 2003, more than 97 million farmers had directly benefited from these subsidies by receiv-

ing and an average subsidy of US$8 plus 247 kilograms of grain (or equivalent cash) per 

capita per year. Farmers had also worked off-farm and widened their income channels. In 

2004, 15.9 million tons of grain were supplied and US$2.9 billion was spent (US$2.2 billion for 

the grain and US$373 million for seeds and seedlings).

Results: By the end of 2003, China had reforested 13.3 million hectares of farmland; the  

vegetation cover had increased on more than 720 million hectares of sloped farmland;  

desertified farmland was restored; and the volume of silt flowing into rivers had been  

significantly reduced. 

The Key Shelterbelt Development Projects 

Problem: Soil erosion and salinisation, pollution from sandstorms, siltation of rivers—all 

caused by wind and water erosion of bare soils.

Goal: Increase vegetation, control water erosion and soil loss, and restore sandy land by refor-

estation, natural forest preservation, and, in some cases, resettlement of local populations.

Where: Three-North China and the middle-lower reaches of Yangtze River. This huge project 

area is 4 million square kilometres and accounts for 42 percent of the total national land 

area. It is bordered on the east by Bin County of Heilongjiang; on the west by the Wuzibieli 

u
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Mountain Pass in Xinjiang Province; and on the north by the state boundary. The project area 

is 4,480 kilometres long from east to west and 560 to 1,460 kilometres from north to south. It 

is famous as China’s ‘Green Great Wall’. It includes 590 counties of 13 provinces. 

This vast project is divided into five sub-projects: the Yangtze River Basin Shelter Forest 

Project, the Pearl River Basin Shelter Forest Project, the Coastal Shelter Forest Project, the 

Taihang Mountain Green Project, and the Plain Green Project. These projects cover most of 

the ecologically fragile areas of China, including areas with severe soil erosion, salinisation, 

and sandstorms.

Timeline: Phase 2 was carried out from 1998-2003. 

Funding and administration: The planned investment was 5.2 billion RMB (about US$0.66  

billion), with 51 percent from the central budget.

What was done: The key water loss and soil erosion areas, such as the Yellow Soil Plateau 

and the northern mountainous areas, were afforested and shelter belts were established on 

the headwaters of rivers and on farmland to prevent soil erosion. 

Results: By 2003, afforestation had been completed on 19 million hectares. The Yangtze River 

Basin Shelter Forest Project increased forest cover by 9.6 percent; and controlled soil erosion 

on 65,000 square kilometres. The volume of soil erosion in the project area was reduced by 

42 percent to 540 million tons per year. The Coastal Shelter Forest Project reforested 5,672 

square kilometres of coastal land, and reduced the area of water loss and soil erosion by 1 

million hectares. The Pearl River Shelter Forest Project increased forested land by 223 million 

hectares (6.4 percent). The Taihang Mountain Green Project had made 1.8 million hectares of 

wasteland suitable for forestry and reduced water loss and soil erosion by 26.7 percent to 110 

million tons. The Plain Green Project, increased forest cover in the plain areas by 15.7 percent 

and increased the farmland protected by the farmland shelter net by 8.4 percent (32.6 million 

hectares). 

The Sandification Control Project

Problem: Dust storms and blowing sand from land stripped of vegetation were causing air 

pollution and health problems, soil erosion, and siltation of rivers.

Goal: To revegitate the barren land to anchor the soil.

Where: More than 458,000 square kilometres in Inner Mongolia, Beijing, Tianajin, and the 

provinces of Hebei and Shanxi, of which 25 percent is desertified land in need of restoration.

Funding: By 2003, the project had spent 2.4 billion RMB (about US$0.3 billion), 93 percent of 

its total budget.

Timeline: Started in 2002, following massive dust storms in 2000-2001.

u
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What was done: The project planted trees on uncultivated hills, forbid grazing and fodder  

collection on fragile lands, and moved 18,400 people (6,712 households) off fragile lands.

It guided farmers and herdsmen to optimize their planting and breeding, and set up forest  

industries and efficient animal breeding industries in the region. In 2004, China controlled  

1 million hectares of land that contributed to sandstorms of which it reforested 473,300  

hectares. An additional 281,000 hectares of sandy hillsides were managed as grassland. The 

project also managed 5,498 water conservancy works in several small river basins covering 

62,300 hectares. 

Results: About 16 million people directly benefited from the project. By June 2004, the qual-

ity of air had improved in the urban area of Beijing City with particulates reduced by almost 

8 percent. The vegetation cover had increased by 20 percent; siltation in the upper reaches 

of the three major reservoirs, Guanting, Miyun, and Panjiakou, had been controlled to some 

degree; and the total volume of the silt flowing into Miyun Reservoir had been reduced by 

100,000 tons, according to fixed-position monitoring.

The Wildlife Conservation and Nature Reserve Development Project

Problem: China’s flora and fauna were threatened by loss of habitat and hunting. 

Goal: To establish 16 percent of the nation’s land as nature reserve zones and set up 94  

national demonstration sites for wetland conservation.

Timeline: Begun in 2001.

Funding and administration: The investment from the State will be 662 million RMB (US$82.8 

million).

What was done: Conservation of wild flora and fauna, establishment of nature reserves,  

wetland conservation, and genetic resource protection.

Results: By the end of 2004, China had 49,109 nature reserves with the total area of 10.6  

million hectares. The State had designated 1,889 no-hunting regions on 60.9 million hectares. 

The State owns 30 regions of internationally important wetlands with an area of 3.6 million 

hectares as well as 1.8 million hectares of demonstration wetlands. There were 645 wild 

seed breeding and 493 rare wildlife breeding bases. These natural protection measures have  

effectively protected 85 percent of the terrestrial ecosystem types, 85 percent of wild animals, 

65 percent of the higher plant community, 40 percent of natural wetlands, and 20 percent of 

the natural forest.49

 

Sources: State Forestry Administration (SFA), The 2003 Public Statement on Statistics of Six PFPs,  

(2003), Beijing. SFA, the Overall Planning of the Natural Forests Protection Program, (2000), Beijing.  

SFA, The Overall Planning of Six PFPs, ( 2002), Beijing.

49  State Forestry Administration, The 2003 Public Statement on Statistics of Six Priority Forest Programmes, 
2003.
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The total investment for all six projects was planned at US$87.5 billion for the restoration of 76  

million hectares. More than 97 percent of the investment was from the central and local budgets.  

After four years, US$11.8 billion had been spent. In 2004, the forestry sector was given US$6.8 

billion, of which US$4.7 billion (74 percent) went to PFPs. In 2003, 77 percent (US$3.6 billion) of 

the central forestry budget was mainly spent on PFPs.50 From 2001 to 2004, more than 20 million 

hectares were afforested. In 2004 alone, PFPs completed forestation of 5.8 million hectares. Of that 

area 4.2 million hectares were plantations, 0.56 million hectares were natural reforestation, and 0.96 

million hectares were newly afforested wasted land. 

A comprehensive cost-benefit analysis on the overall ecological service value of these ecological 

conservation programs has not been conducted. However, an analysis of individual projects at the 

end of 2003 showed some clear economic benefits. For example, in the Key Shelterbelt Project in 

Three–North China and the Yangtze River Basin, more than 360 million hectares of economically 

valuable forests had been developed; new fruit orchards had been established and were able to pro-

duce 1.3 million tons of dried and fresh fruit per year for a total production value US$2.1 billion. In the 

Wildlife Protection and Nature Reserve Development Project, 2.5 million wildlife breeding stations, 

17,000 wild plant breeding stations, 243 wildlife parks and zoos, and 115 botanical gardens and  

orchards were created; with a total annual production value of over US$70 million. These projects 

have greatly enhanced the protection of wild species.51 Forest parks as ecotourism targets have  

become a new force to boost local economies.52

3.4.2.2  Other economic incentives

Environmental taxation 

In 1992, the Chinese government clearly stated in 10 Countermeasures against Environment and  

Development Problems and China Agenda 21, that China would use economic instruments and  

market mechanisms, including environmental taxation, to promote sustainable development. 

Since 1994, China has established a relatively complete system of taxation, including five tax  

categories: the transfer tax, income tax, property tax, action tax, and resource tax. Environmental 

taxes are compounded by other taxes, such as the resource tax, farmland occupation tax, land use 

tax, consumption tax, income tax, fixed asset investment regulatory tax, customs duty. 53 

Taxes have begun to be used to encourage environmental behaviours. For example, tax relief is 

granted to enterprises that use emissions, effluents, waste residues, and other wastes as their main 

raw materials for production. Also, certain environment protection projects are not taxed. China’s use 

of taxes to improve the environment is still in its early stage with the following features and deficien-

50  State Forestry Administration, The 2003 Public Statement on Statistics of Six Priority Forest Programmes, 
2003. 

51  State Forestry Administration, The 2003 Public Statement on Statistic of Six Priority Forest Programmes, 
2003. 

52   Jim, C. and Xu, S., ‘Recent protected-area designation in China: an evaluation of administrative and  
statutory procedures’, The Geographical Journal 170: 39–50 (2004). 

53   Organization for Economic Co-operation and Development (OECD), Taxation and the Environment:  
Complementary Policies, 1993.  
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cies: (1) It focuses on taxing the exploitation of natural resources but neglects to tax environmental 

pollution.54 (2) Taxation of coal, oil, natural gas, salt, and other resources are not aligned with the 

requirements of sustainable development because they are based on raising income rather than on 

conserving natural resources.55 (3) Taxes are usually based on sales or self-consumption, not on the 

volume of extraction, which leads to exploitation and an enormous waste of natural resources. (4) 

The tax rates on extraction of natural resources are generally low, which allows higher profits, but 

fails to capture the externalized costs of loss or degradation of natural resources and environmental 

functions.

Environmental labelling 

An environmental label is a designation given by a government agency or public group stating that 

a product meets certain environmental standards throughout its life cycle. In 1992, SEPA (now 

the Ministry of Environmental Protection) proposed to develop environmental labelling in China. In  

September 1993, it issued a design for the Chinese environmental label. By May 1994, the  

Environmental Label Products Certification Committee was officially established to certify green 

products and award the environmental label. 

The development of environmental labelling in China is closely linked with the International Standard-

ization Organization (ISO), which formulated and promulgated the ISO14000 series standards. These 

standards guide countries to certify products and services by a lifecycle environmental review. By 

2001, China had developed national life-cycle standards for a number of products.

In January 2003, the Environmental Labelling Certification Centre of SEPA was set up and by May 

2004, 2,000 products from 808 enterprises had received the certification.56

The implementation of environmental labelling in China has several weaknesses including: (1) lack 

of influence on the public in terms of guiding consumption, (2) lack of interest among industries in 

seeking the label, (3) lack of enforcement by the legal system, and poor legal protections of the label, 

(4) reluctance of industries to charge more for or consumers to pay more for an environmental label 

product, and (5) poor supervision of products’ post environmental labelling in terms transportation, 

sale, use, and disposal.

3.5 Summary

3.5.1 General challenges and recommendations 

Enlightened by the concept of sustainable development, China has been challenged to reform its  

54   Although China has levied sewage charges on environmental pollution events, there are many problems in 
this system. A new taxation system is proposed to replace it.

55   Wang Jun, Sustainable Development, 1997. 

56   Gai Yin, ‘The condition of the development of the environmental labeling certification in China’, Statement 
of Gai Yin, Chairman of the Science and Technology Bureau of the State Forestry Administration at the 
Summit of Environmental Labelling and Global Green Economy and the 10th Anniversary of China’s 
Environmental Labelling, sponsored by SEPA and undertaken by China Environmental United Certificates 
Center on 20 May 2004, Beijing. 
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legal and regulatory framework. Fundamental changes in policies and laws must now be incorpo-

rated into economic, social, and environmental development processes. 

The first change needed is to adopt new legal principles to support conservation and ecosystem 

governance. Some new legal principles have been introduced or re-interpreted in response to  

recent policy reforms. One such principle is the reclarification of the relationship between economic 

development and environmental protection. This principle was normatively expressed as ‘economic 

and social development and environmental protection must be coordinated’, which, for the past 20 

years, led to economic development taking priority over environmental protection. In early 2006, 

this principle was restated by the State Council as ‘economic development must coordinate with  

environmental protection’. This principle provides a basis for integrating environmental protection 

into economic development. The new national land-use planning related to ecosystem management 

and services introduced by the 11th Five-Year Plan is a reflection of this principle.  

Second, individual environmental laws need to highlight sustainable use of natural resources and 

nature conservation. It is expected that this will happen in the next five to ten years. Meanwhile, the 

current environmental legal regime has the potential to develop rules to support prioritized initiatives 

such as: 

Implementing ecological governance projects in natural forest protection, grassland restoration, •	

farmland conversion to forestland, soil and water conservation, and land desertification and 

degradation prevention and control; 

Constructing and managing key ecological function zones and nature reserves; •	

Improving mineral resources management; •	

Enhancing ecological tourism development; •	

Conserving oceans and coastal ecosystems, including mangroves, coastal wetlands, coral reefs, •	

islands;

Protecting biodiversity and preventing invasions of non-native species; and •	

Establishing ecological compensation mechanisms on an equal and fair social basis. •	

Third, compliance and enforcement of environmental laws must be improved. In two decades, Chi-

na has achieved a well-established legal framework. In the future, more attention will be paid to  

compliance and enforcement. General measures to facilitate compliance and enforcement proposed 

by concerned agencies and the public are: 

Improving monitoring standards for natural resource sustainable use and ecosystem services •	

valuation;

Strengthening public participation in legislation by introducing more civil rights rules concerning •	

the environment, such as the right to environmental information and rules for citizen access to 

public participation;

Strengthening accountabilities and responsibilities of environmental governance; and•	

Strengthening judicial proceedings on environmental sustainability.•	
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3.5.2 Specific issues and recommendations 

From the implementation of forestry ecosystem programs in recent years, some specific issues have 

emerged:

Inconsistent subsidy standards can weaken the effectiveness of conservation work. A comparison •	

of the subsidies offered in various conservation programs shows that they are inconsistent. 

Unstable contracting procedures allow subcontractors to escape land controls. Collective land •	

or state-owned land can be contracted to collective members or other legitimate bodies, who 

can then sub-contract it to other bodies. Because of this subcontracting system, the land is often 

divided into parcels for many households, which results in use inconsistent with overall conserva-

tion plans. 

Current forest eco-service programs do not show an ideal cost-benefit effect, but are impres-•	

sive in integral cost benefit. Except for a CO2 program, all forest tree-planting programs showed 

considerable eco-benefits. The overall benefits to economic, social and environmental develop-

ment can only be evaluated at the county level. However, with no commercial value placed on 

ecosystem services, it is impossible to do a cost-benefit analysis. All the conservation work and 

managerial costs are funded by the central government. 

Forestry conservation programs are led by the central government and forest sector, with  •	

insufficient participation of other sectors. In fact, no provincial government or county government 

is inclined to a participatory approach because it is not required or funded by the central govern-

ment. It is possible to explore the correct intervention points in current programs paving the way 

for a more participatory approach in future forestry programs. 

The process of program conceptualization, decision making, and design is currently not well  •	

coordinated among agencies, professional sectors, and communities.  

The failure to link forest conservation projects with poverty alleviation in the western and  •	

mountainous areas weakened the sustainability of the conservation program. 

Recommendations emerging from this experience and analysis include:

Adopt a bottom-up participatory approach for PES programs. The vastness of China’s territory  •	

indicates the top-down approach can lead to an incompatibility of criteria and requirements 

with the actual context, whereas the bottom-up participatory approach can help solve problems  

related to the compensation standard, payment scheme, and creation of a suitable definition of 

ecosystem services. 

Grant appropriate compensation to rural entities and householders who lose opportunities  •	

because of eco-service conservation. When the monetization system of eco-service value is 

not established, ecosystem conservation programs can adversely impact the livelihoods of rural 

households. It is advisable to explore a more flexible and transparent mechanism regarding the 

grants. 

Improve planning and implementation of conservation programs. Widely consult the people  •	

affected by the programs in the process of project conceptualization and design; intensify  

participation in key stages of projects to capitalize on public strength. After the definition of the 
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program portfolio, a benchmark survey of the project area should be made so that follow-up  

studies can monitor the project’s impact. The development of a project should go hand in hand 

with development of a plan to restore income to impacted farmers so that the project does not 

cause farmers to regress into poverty. 

At the county level, strengthen inter-sector coordination (e.g., the forestry bureau with the agricul-•	

ture bureau). A county should include inter-sector coordinating settings into the program design 

and implementation. It should also work with the local government to make sure that employment 

and social security are considered.

Improve monitoring systems. Internal monitoring needs to be improved for the executive sector; •	

external monitoring should be conducted in collaboration with an independent organization. The 

agencies of finance, planning, environmental protection, and statistics should work together for 

comprehensive monitoring of ecosystem services.

Capitalize ecosystem service values and create financial mechanisms for the exchange of service •	

providers and beneficiaries among regions and peoples.
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The Case of Costa Rica4
4.1 Introduction 1

4.1.1 Geographic and social aspects

Although it is one of the smallest countries in Central America, Costa Rica is among the 20 countries 

with the greatest biodiversity. Its more than 500,000 species represent close to 4 percent of the esti-

mated species in the world.2 One of the reasons for this rich biodiversity is Costa Rica’s location3 on 

the isthmus that connects North and South America and serves as a biological corridor for flora and 

fauna between the Neoarctic and Neotropical regions and also receives species from the Antilles. 

About 43 percent of the nation’s territory has tree cover, and about 37 percent is covered by primary 

and secondary forests.4 As in many countries, these forest ecosystems face the ‘usual’ threats of 

overexploitation and land-use change. 

Overexploitation occurs as the demand for natural resources to satisfy human needs increases.  

Illegal activities, such as logging and hunting for subsistence and commercial purposes, continue in 

protected areas despite bans and restrictions. The depletion of certain species seriously disturbs the 

ecosystem balance5. Changing land use from forest to agriculture, mining, or settlement leads to the 

fragmentation of habitats and stimulates further attempts to exploit the ecosystems. Fragmentation 

reduces the forests’ capacity to maintain complex and healthy ecosystems. 

Both of these threats are interrelated with demographic and socio-economic conditions. Two thirds 

of the Costa Rican population lives less than 5 kilometres from a forest.6 The population was 4.2 

million in 2009, 63 percent of whom reside in urban areas. By 2020, the population is expected to 

reach 5.8 million. The population is young with 27 percent under the age of 14. Most citizens (94 

percent) are white or mezito, 3 percent is black, and 1 percent is Amerindian.7 Costa Rica’s stable 

1 Mauricio Castro-Salazar is Executive Director at the foundation Fundeccoperación para el Desarrollo 
Sostenible. Email: castro.mauricio@att.net. Mario PEÑA CHACÓN is Legal Consultant at Ecolegis - 
Environmental Law Servies. Email: mariopena@racsa.co.cr

2 See National Biodiversity Institute of Costa Rica (INBio), available at www.inbio.ac.cr/en/biod/bio_biodiver.
htm, (accessed August 2009).

3 Costa Rica borders Nicaragua on the north, Panama on the south, the Caribbean Sea on the east, and the 
Pacific Ocean on the west.

4 Sistema Nacional de Areas de Conservación/Ministerio de Ambiente y Energía (SINAC-MINAE), Shared 
Management Policy for the Wildlife Protected Areas of Costa Rica, 2006.

5 SINAC-MINAE, Shared Management Policy for the Wildlife Protected Areas of Costa Rica, 2006. 

6 Bonilla, R. and Rosero, L., Presión demográfica sobre los bosques y áreas protegidas 2000, 2003. 

7 Data on demographic and social conditions are for 2009 and are taken from U.S. Central Intelligence 

Mario Castro Salazar and Mario Peña Chacón1 
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government and social policies have made it a model among developing countries. Because it has 

achieved a 95 percent literacy rate, the country has been able to attract microprocessor and medi-

cal equipment industries. Its environmental policies to protect its rainforest and other habitats and 

to develop an ecotourism industry have been successful, with more than 60 percent of the popula-

tion working in the service sector. Of 228 countries ranked by various indices, with 1 as the most  

desirable, Costa Rica is 48 on the GINI index (an indicator of equality in distribution of wealth in  

society), 89 in purchasing power parity (an indicator of economic well being), and 160 in infant  

mortality (an indicator of heath care). 

4.1.2 Value of ecosystem services

In Costa Rica, attention has focused on four types of ecosystem services: mitigation of greenhouse 

gases; protection of water for drinking, agriculture, and hydroelectric use; protection of biodiversity 

for ecological reasons and for pharmaceutical use; and protection of biodiversity and landscapes for 

tourism.

The ability of forests to mitigate greenhouse gas emissions by reducing, absorbing, and storing  

carbon is recognized in the United Nations Framework Convention on Climate Change and its Kyoto 

Protocol, two international agreements to reduce greenhouse gas emissions. The protocol’s Clean 

Development Mechanism (CDM) sets up a voluntary international market for trading greenhouse gas 

emission credits among developed and developing countries. Costa Rica has been a leader among 

developing countries in selling credits for certified carbon-absorbing forest acreage to industries in 

developed countries that need to offset their emissions. 

Because Costa Rica uses water to generate energy, to irrigate areas with marked dry periods, and 

for urban consumption, watershed protection is extremely important. The country has developed 

a mechanism through which power companies charge a user fee to customers and these funds  

compensate upstream landowners for maintaining forest cover in the watershed.

Two of Costa Rica’s major sources of income depend on maintaining ecosystem services. First, 

Costa Rica has developed a significant industry in regulating research for new pharmaceuticals from 

its diverse plant community. Thus protection of biodiversity and sustainable harvesting for scientific 

and pharmaceutical uses – on both public and private lands – are important to the economy. Second, 

tourists come to Costa Rica to enjoy the attractions of both private and State-run natural forests. 

Protecting these areas is important to retaining the tourism industry.

4.1.3 Costa Rica pioneers payments for ecosystem services

Costa Rica has been a pioneer, both nationally and internationally, in developing innovative ways to 

finance conservation including payment for ecosystem services (PES) schemes. A 2005 World Bank 

report approving $40 million to continue PES projects said, ‘Costa Rica’s PSA (Pago por Sercvicios  

Agency, The World Factbook, available at www.cia.gov/library/publications/the-world-factbook/index.
html, (accessed September 2009). 
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Ambientales) Program is widely considered the most successful application of the ecosystem  

services approach worldwide’.8 

Over the decade of the 1990s, through three administrations and with the help of international  

donor agencies, Costa Rica went from having one of the world’s highest deforestation rates to having 

negative net deforestation in the early 2000s. It pioneered some of the most innovative market-based 

policies along with some strict command-and-control regulations of logging. Costa Rica was the first 

country to offer payment for ecosystem services9 and the first country to charge another country for 

the service offered by its forests in carbon absorption under Kyoto Protocol mechanisms. 

Because Costa Rica has done so much, information about its PES schemes will be integrated 

throughout this case study. 

4.1.4 Attitude within society towards conservation of ecosystems and their services 

Costa Rica’s efforts at conservation in general and the PES program in particular have received 

broad public support from civil society as well as from small- and medium- sized landholders. The 

program has attracted widespread attention around the world and spurred replication efforts in Latin 

America and other regions.10

4.2  Governance of ecosystem services

4.2.1  Environmental law in Costa Rica

4.2.1.1  The Constitution

Environmental Law in Costa Rica is based on Article 50 of its Political Constitution, which establishes 

the right of all citizens to a healthy and ecologically balanced environment. The Constitution also 

establishes protection of the natural heritage as a cultural goal of the State.11 

The Constitution establishes common standing to all citizens to claim reparation for environ- 

mental damage. A 1993 Constitutional Court ruling12 established that ‘within Environmental Law, the  

procedural requirement of standing tends to expand to a dimension that separates from the  

traditional concept, so that every person can take part and that his or her right does not come from 

property titles, rights or concrete actions’. This special standing, called ‘diffuse interest’, along with 

8 Global Environment Facility Council Submission, Project Executive Summary, ‘Mainstreaming Market-
Based Instruments for Environmental Management’, The World Bank 26 July, 2005 (GEF Project Executive 
Summary), p. 2.

9 The National Fund for Forest Financing, (Fondo Nacional de Financiamiento Forestal – FONAFIFO) made 
the first payment for ecosystem services to 20 campesinos in Los Jilgueros in 1997. They were probably 
the first beneficiaries’ worldwide to receive payment for protecting the forest under this innovative scheme 
of payment for ecosystem services.

10 GEF, Project Executive Summary, p. 3.

11 Article 89 of the Constitution of Costa Rica.

12 Corte Suprema de Justicia, Sala Constitucional, N° 2233-93 a las 9 horas 36 minutos del 28 de mayo de 
1993, available at http://200.91.68.20/scij/busqueda/jurisprudencia/jur_repartidor.asp?param1=XYZ&para
m2=1&nValor1=1&nValor2=91751&strTipM=T&lResultado=1, (accessed August 2009). 
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the constitutional right to a healthy environment were the direct consequence of the environmental 

agenda at the regional and international level. 

4.2.1.2  The Organic Environmental Act

The 1995 Organic Environmental Act13 was an important step in the development of environmental 

law in Costa Rica. The Act set up the legal framework for developing the constitutional right of 

citizens to a healthy environment. It declares the environment as patrimony of the inhabitants of the 

country, as public utility, and as being of social interest. The law regulates topics such as environ-

mental impact assessment, land planning, classification of wild protected areas, marine and coastal 

resources, wetlands, biodiversity, forests, air, water, soils, energy, and pollution. 

Regarding forest resources, the Act establishes that the State must conserve, protect, and manage 

the forest. Sustainable development, employment generation, and improvement of the livelihoods 

of the social groups directly related to forestry must be taken into account when designing forestry 

development plans and strategies. 

Finally, regarding ecosystem services, the Act says the government can create protected areas from 

private lands, which must be purchased by the State (expropriated).14 

4.2.1.3  Sectoral laws

Two laws directly regulate ecosystem services in the forestry sector: The 1996 Forestry Act15 and the 

1998 Biodiversity Act.16 

1996 Forestry Act

The 1996 Forestry Act establishes the duty of the State to conserve, protect, and manage the forests. 

The law forbids logging in State-owned national parks, biological reserves, mangroves, protected 

areas, wildlife refuges, and forestry reserves unless explicitly authorized. It creates a mechanism for 

the State to impose limits on private property in accordance with land management plans. 

It also governs ‘the production, the use, the industrialization and promotion of the country’s forest 

resources destined for that purpose, according to the principle of adequate and sustainable use of 

renewable natural resources’. Furthermore, it oversees the ‘generation of employment and improves 

the level of life of the rural population, through its effective incorporation into forestry activities’.

The Act was considered innovative because it introduced the concept of ecosystem services and 

created the possibility of paying owners of forests and forest plantations for ecosystem services. 

Ecosystem services include:

Mitigation of greenhouse gas emissions;•	

13 Ley Nº 7554, 4 October 1995, Ley Orgánica del Ambiente (Organic Environmental Act), published in Diario 
Oficial La Gaceta Nº 215, 13 November 1995.

14 Article 37 of the 1995 Organic Environmental Act.

15 Ley Forestal N° 7575, 13 February 1996, (1996 Forestry Act) published in Diario Oficial La Gaceta Nº 72,  
16 April 1996.

16 Ley N° 7788, 23 April 1998, de Biodiversidad (1998 Biodiversity Act), published in Diario Oficial La Gaceta 
Nº 101, 27 May 1998. 
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Water protection for urban, rural, and hydroelectric use;•	

Biodiversity protection for conservation and sustainable use, for scientific and pharmaceutical •	

purposes, for genetic research, and for ecosystem protection; and

Protection of natural scenic beauty for touristic and scientific purposes.•	

As incentives for conservation, the Forest Act introduced ‘certificates for forest conservation’17 under 

which landowners are paid to follow certain contracted actions to conserve their forests. The Act  

also allows for tax exemptions and protection against trespass in these contracted areas.

The 1996 Forestry Act delegates forest management responsibilities to the State Forestry Authority 

(Administración Forestal del Estado - AFE), which administers it through two agencies: the National 

System of Conservation Areas (SINAC) and the National Fund for Forest Financing (FONAFIFO). 

Biodiversity Act 

The 1998 Biodiversity Act stipulates the protection and consolidation of protected wildlife areas and 

the conservation of species ex situ and in situ. It creates an incentives programme under which the 

State can apply economic, technical, and other incentives to promote conservation and sustainable 

use of forest resources including:

A one-time tax exemption for equipment and materials, except for vehicles, that are deemed as •	

indispensable and necessary for the development, research and transfer of adequate technology 

for the conservation and sustainable use of biodiversity; 

Public recognition such as the ‘Ecological Flag’ distinction;•	

National and local prizes for persons who stand out for their actions in favour of conservation;•	

Payment for ecosystem services; and•	

Favourable credits for micro enterprises.•	

The Act instructs SINAC to establish programs within its conservation areas. 

4.2.1.4  International agreements

It is worth highlighting some international agreements that have been ratified and become law such 

as: Convention for the Protection of the Flora Fauna and Natural Scenic Beauty of the Countries of 

America; Convention on International Trade in Endangered Species of Wild Flora and Fauna (CITES); 

Convention on Wetlands of International Importance, especially as Waterfowl Habitat (Ramsar); the 

Convention on Biological Diversity and its Protocol on Biosafety; Agreement for the Conservation of 

Biodiversity and Protection of Priority Forest Areas in Central America; Regional Convention for the 

Management and Conservation of the Natural Forest Ecosystems and the Development of Forest 

Plantations; Convention Concerning the Protection of the World Cultural and Natural Heritage; Inter-

national Labour Organization Convention 169 concerning Indigenous and Tribal Peoples in Indepen-

dent Countries; Basel Convention on the Control of Transboundary Movement of Hazardous Wastes 

and their Disposal: Central American Regional Agreement on the Border Movement of Dangerous  

17 Article 22 of the 1996 Forestry Act.
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Substances. All of these laws are supported by a mandate stipulated in the Political Constitution of 

the Republic of Costa Rica.18

4.2.2  Institutional framework

4.2.2.1  Ministries in charge of the environment

The institution responsible for safeguarding Costa Rica’s biological wealth is the Ministry of the  

Environment and Energy (MINAE). Under MINAE, the State Forestry Authority (AFE) is made up of 

three entities: the National System of Conservation Areas (SINAC), the National Fund for Forest 

Financing (FONAFIFO), and the National Forestry Office (ONF), which is a participatory policy body 

made up of private and nongovernmental stakeholders. 

4.2.2.1.1  National System of Conservation Areas (SINAC)

SINAC is the management and institutional coordination unit for forestry, wildlife, and protected 

areas issues, as well as for the protection and conservation of water systems and watersheds. It 

is responsible for enacting policies as well as planning and executing sustainable natural resource 

management in Costa Rica. It comprises the former Wildlife General Division (Dirección General de 

Vida Silvestre – DGVS), the State Forestry Authority (AFE) and the National Parks Service (Servicio 

de Parques Nacionales – SPN)19. 

SINAC is responsible for the implementation of a number of international agreements, more than 40 

national laws, and a greater number of decrees and resolutions. SINAC is a decentralized entity of 

MINAE and charged with designing financing mechanisms to exercise its mandates.20 SINAC’s con-

servation areas can have PES programs that perform the following actions:21

Pay landowners and private property owners in water-supplying areas defined jointly by the  •	

Regional Councils of Conservation Areas for conservation and protection; 

Pay landowners in water-supplying areas who voluntarily subject their property to conservation •	

and protection; 

Purchase private lands that were expropriated but not yet paid for located in state protected •	

areas;

Pay for operational and administrative expenses necessary to maintain state protected areas; •	

and

Finance rural aqueducts after presenting an environmental impact assessment that shows the •	

sustainability of the water resource.

18 Article 50 of the Constitution of Costa Rica

19 Despite this restructuring, the objectives of each of these institutions were not disregarded.

20 Article 35 of the 1998 Biodiversity Act.

21 Article 37 of the 1998 Biodiversity Act. The regulating authority for public services can authorize users to 
be charged, through a pertinent rate, a percentage equivalent to the cost of the service rendered and to 
the dimension of the approved program or project. Every quarter, the entity responsible for the collection 
of said payment must carry out the corresponding transfer or disbursements of the resources raised to the 
trust fund for the protected areas which, in turn, in an equal term, must make the respective payments to 
the owners, proprietors, or managers of the affected property. 
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4.2.2.1.2  The National Fund for Forest Financing (FONAFIFO) 

The National Fund for Forest Financing’s (FONAFIFO)22 objective is forest management, refores-

tation, nurseries, recovery of denuded areas, financing small- and medium-sized producers, and 

industrialising and marketing forestry products through payment for ecosystem services, credits, 

loans, and other development mechanisms.23 It is funded by a portion of the national sales tax 

on fuels, carbon trading payments, international donor funds, and brokerage fees for contracts for  

payments for ecosystem services. FONAFIFO acts as a broker between people who need ecosystem 

services and landowners who are willing to accept payment to manage their land in such a way as 

to provide these services, and it keeps transaction costs of 10 percent for this service. FONAFIFO 

manages its own resources through trust funds, which give it an agile and flexible structure.24 

FONAFIFO is a fully decentralized organization, which enjoys a relative autonomy, instrumental legal 

status, and the authority to engage in legal transactions, including the establishment of trust funds. 

It is led by a board of directors with two representatives from the private sector and three from the 

public sector, and its operations are managed through regional offices,25 which are located within 

SINAC’s offices in 8 of the 11 conservation areas around the country. SINCAC and FONAFIFO work 

together especially regarding forestry contracts. FONAFIFO’s main offices are in San José where 

its board of directors meets periodically. SINAC also has a general directorate in San José, which 

provides technical assistance. 

4.2.2.2  Institutional coordination

Costa Rica has a solid institutional base, which has undergone a strengthening process, allowing it 

to be a pillar for the development of the natural resources sector.

4.2.2.3  Transparency / public participation

The Biodiversity Act invited real participation by creating the National Council of Conservation Areas 

(CNAC), which has, among its 25 members, 11 who represent the Regional Councils of Conserva-

tion Areas (Consejo regional de Áreas de Conservación – CRAC). The CNAC, in legal terms, is the  

ultimate authority for SINAC’s decision making. This form of decision making breaks from con- 

ventional governance in which the Minister of MINAE would be the top authority. The minister is a 

member of CNAC and acts as President.26 

The regional councils consist of a minimum of five members: one representing SINAC and the others 

elected by an assembly of nongovernmental organizations, interested communal parties, munici-

22 Created by Article 46 of the 1996 Forestry Act.

23 FONAFIFO, available at www.fonafifo.com, (accessed July 2008).

24 Funds administered through trust funds are not considered in the constitutional principle of the State’s Sole 
Coffer, through which all funds received by the Costa Rican State shall be channeled by the Ministry of 
Finances and then redistributed according to the nation’s economic needs.  

25 Decreto Ejecutivo N° 30762 MINAE, 23 August 2002, published in Diario Oficial La Gaceta Nº 194, 9 
October 2002. 

26 Article 24 of the 1998 Biodiversity Act. 
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palities, and the public institutions in the area.27 Conservation areas with greater social and ecological 

complexity have local councils created by law through an agreement made in CRAC’s constitution.28 

Each regional council establishes its own regulations, which are subject to final approval by the  

national council. 

Thus, SINAC has five organs that participate in decision making: (1) CNAC, (2) CRAC, (3) SINAC’s  

Executive Secretariat led by an executive director and his or her supporting staff, (4) the adminis-

trative structures of the CRACs, and (5) CRAC’s local councils.29 These five organs fulfil strategic  

functions whereas the conservation areas and the Executive Secretariat perform operational  

actions. 

Each conservation area has an environmental education program responsible for raising awareness. 

In addition, SINAC departments related to the sustainable management of natural resources and 

protected wildlife areas train organized groups and distribute information about PES as well as other 

programs and projects. 

The indigenous communities from the Osa, Amistad Caribbean, and Amistad Pacific conservation 

areas30 are being approached to exchange legal and technical information to facilitate their participa-

tion. In Osa, educational materials on the PES program and other subjects have been developed in 

the local Guaymi language. 

The SINAC websites www.sinac.go.cr and www.sirefor.go.cr describe PES. The former is the web-

site derived from the National Plan on Forestry Development (Plan Nacional de Desarrollo Forestal 

– PNDF) negotiated between the private sector and the State.31 

To encourage public participation in the PES program, two legal instruments have been published: (1) 

an executive decree that designates the payment categories such as amount paid per hectare, prior-

ity areas, the reception period of requests; and (2) a procedures manual in which FONAFIFO’s board 

of directors establishes requirements and terms related to the projects that will be subject to the PES. 

These two instruments are published in the official newspaper, La Gaceta, and are distributed among 

organizations and the general public through workshops and meetings throughout the country. This 

27 Article 29 of the 1998 Biodiversity Act. 

28 The local councils were created through executive decree in 1993 and are formed by representatives from 
public and private organizations and institutions as well as people who are related to the management 
of protected areas and neighbouring communities. Among their responsibilities are: ensure compatibility 
among strategies, plans and conservation and sustainable development programs of the protected 
areas and neighbouring communities, and interests of these communities; serve as a link between the 
administration of protected areas and communities; propose changes in the management policies of the 
protected areas at hand; and contribute to the protection and development of protected areas. 

29 Article 23 of the 1998 Biodiversity Act.

30 Southern tip of the country. 

31 The PNDF is a plan agreed upon between the private sector and the State, which establishes the country’s 
forestry planning until the year 2010. It was ratified by Decreto Ejecutivo N° 33826 MINAE, 15 February 
2007, published in Diario Oficial La Gaceta Nº 138, 18 July 2007. 
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information is also on FONAFIFO’s website.32 The publication of these instruments has resulted in 

more efficient participation by land owners. To guarantee complete transparency throughout the  

process, all requests, along with digital blueprints of the land, are input to an automated system where  

they are classified according to priority. Contracts are registered in the Public Registry so that the 

public will be aware of them. 

The PES program has a number of NGO landholders or advisors including the Comisión de Desar-

rollo Forestal de San Carlos (CODEFORSA), Fundación para el Desarrollo de la Cordillera Volcánica 

Central (FUNDECOR), the Cooperativa Agro Industrial de San Isidro del General (COOPEAGRI),  

Centros Agrícolas Cantonales, and organizations that provide legal assistance to their members who 

wish to participate in the program. These NGOs may also offer technical assistance and administra-

tive services to their members who own forests and plantations. Generally, their focus is local and 

their assistance makes it possible for small producers to participate. 

4.2.3  Forest ownership and tenure

Land rights are protected under the Political Constitution, which states that property rights are  

‘unbreachable’ except for legally proven public interest needs, in which case the owner must be 

compensated.33 An absolute property right includes the rights of possession, usufruct, transforma-

tion and conveyance, defence and exclusion, and the rights of restitution and indemnification. The 

agrarian courts solve most problems related to land tenure.34

To participate in a PES program, a landowner must prove ownership of the land. Farm property can 

be acquired through the deed processes established by the Agrarian Development Institute (Instituto 

de Desarrollo Agrario – IDA).35 Forest owners who are deedless, but can prove through neighbour’s 

statements that they have exercised possession of their lands, can also participate. Leased land can 

also be accepted if the property is registered in the Public Registry and the lease term is the same as 

the period of the forestry contract. 

All farms in the PES program are registered in the Public Registry’s Real Estate Office.36 All trans-

actions made by FONAFIFO must also be registered there. The certification states that the property 

owner is subject to certain duties, obligations, and benefits.37 Any creditor or new owner must know 

32 See the Procedures Manual of 2008, available at www.fonafifo.com/text_files/servicios_ambientales/
Manuales/Manual2008.pdf and the Executive Decree of 2008, available at www.fonafifo.com/text_files/
servicios_ambientales/Decretos/Dec34371.pdf (accessed 5 August 2009). 

33 Article 45 of the Constitution of Costa Rica.

34 This procedure is applicable to land belonging to the Costa Rican State.

35 IDA is an organization that arose from the Costa Rican Agrarian Reform of the 1960’s, created by Ley N.º 
2825, de Tierras y Colonización, 14 October 1961, published in Diario Oficial La Gaceta Nº 242, 25 October 
1961 and Ley de creación del Instituto de Desarrollo Agrario, Ley N.º 6735, 29 March 1982, published in 
Diario Oficial La Gaceta Nº 71, 15 April 1982; it owns the lands with agricultural and forestry capacity. 

36 As required by Decreto Ejecutivo N° 31633 MINAE, 26 January 2004, published in Diario Oficial La Gaceta 
Nº 29, 11 February 2004. 

37 All the properties subject to the payment of ecosystem services are assigned in the Public Registry’s Real 
Estate Office in order to make the payment for ecosystem services contracts known to third parties which 
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and respect the certification contract; the terms apply to any new owners during the time of the 

agreement. This registration makes it possible to increase the program’s transparency, monitor com-

pliance with contracts, and guarantee that payments are made to new owners.

In some cases the State Ombudsman’s Office38 has participated to guarantee rights. For example, 

in the Osa Peninsula, it promoted participation of a group from the Drake sector in the PES program 

by having the IDA agree to recognize it as being responsible for taking care of the forests. A special 

contract was signed in which IDA appears as the landowner39 of the farms but the payments are 

made to the farm’s inhabitants to manage the land. 

4.3  Land-use planning

The National Forestry Development Plan (PNDF) of MINAE oversees the overall planning for forests. 

The plans that set priorities for the PES program’s investments, GRUAS I and its update, GRUAS 

II,40 have tried to achieve a balance between the forests for conservation and the forests intended for 

management and use, agricultural lands, and agro-scenery, and to establish the priorities for ecosys-

tem services and possible payments for them.41 

4.3.1  Inventories

The Sistema de Información de los Recursos Forestales (SIREFOR) is the official government infor-

mation system for the forestry sector created in the National Plan for Forest Development. Through 

its publications and website www.sirefor.go.cr, it has made public information and inventories that 

have helped in drafting improved policies for the forestry sector. 

According to SIREFOR, approximately 70 percent of the national lands are appropriate for the  

management or regeneration of forests, though only 41 percent currently has forest cover and 29 

percent of those forests are degrading at high rates. Approximately 24 percent of the land requires 

adjustments in its use. For example, 300,000 hectares now used for agriculture could be transformed 

into forest plantations and almost 500,000 hectares should be under forest management. 

Because that information is now available, it is expected that the government can better assess 

shortcomings of environmental protection and sustainable use of the forest resources. 

guarantees that the project will conclude its execution given an eventual change as stipulated in the original 
contract.

38 The Ombudsman as the ‘Defender of the Inhabitants of the Republic’ was institutionalized by Ley No. 7319, 
17 November 1992, que creó la Defensoría de los Habitantes de la República de Costa Rica, published in 
Diario Oficial La Gaceta Nº 237, 10 December 1992. 

39 In many cases, the lands have not been transferred to their owners; therefore, IDA appears as the registered 
owner in the Public Registry’s Real Estate Office. 

40 The GRUAS report (GEF/UNDP/MINAE, 1996), establishes priority conservation areas according to the 
importance of its biodiversity. This criteria is being analyzed as new information arises. 

41 FONAFIFO, En busca del eslabón perdido del modelo de desarrollo sostenible de Costa Rica:  
La conservación de la biodiversidad a largo plazo, 2006. 
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4.3.2  Coordination

FONAFIFO has created a sophisticated Integrated Project Management System (IPMS), a coordi-

nated system of administrative and computerized elements for processing Environmental Services 

Payment Program (ESPP) contracts and Environmental Services Certificates (CES). It is based on 

administrative and financial standards and the best practices used in administering national and  

international projects. It has proved a useful tool for directors, mid-level staff, and operational per-

sonnel. 

The IPMS’s vision includes ‘projects executed and administered with efficiency, efficacy, and  

economy, with positive impact on the country’s social and economic development’. Its mission is  

‘to be a regulatory, organizational and informational instrument that supports the efficient and  

effective execution of institutional programs and projects’.42

IPMS includes the following modules: general planning, procurement and contracts, financial admin-

istration, monitoring of work in progress, evaluation of results and the ecosystem services payment 

system. These modules are operated in FONAFIFO’s central office by administrative and technical 

experts. Typically, the staff of FONAFIFO’s regional offices input the basic land data for an applicant 

and continue with the process online until the respective payment is generated.

FONAFIFO has also implemented a geographic information system that georeferences all of the 

projects contracted (available at www.fonafifo.com). It is complemented by a database link where 

precise details on each subscribed contract can be found. This system increases the transparency 

of the PES program administration, avoids double payments or overlapping farm boundaries, and 

helps pinpoint illegal logging.

4.3.3  Integration

4.3.3.1  Zoning

The Urban Code regulates zoning in Costa Rica. The local municipal governments and the National 

Housing and Urban Institute (Instituto Nacional de Vivienda y Urbanismo – INVU) are the principal 

agencies involved with zoning. Before private projects are developed, they must conform to a zoning 

plan and have the final approval of the tourism board, the INVU, and the local municipality. There is 

no specific mention within the PES legal framework of zoning. 

4.3.3.2  Environmental impact assessment

According to the Organic Environmental Act, human activities that alter or destroy elements of the 

environment, or that produce or leave remains from toxic or hazardous materials require an environ-

mental impact assessment by the National Environmental Technical Office. 

Development of concepts related to environmental impact assessment (EIA), procedures and a list of 

activities that require an EIA have been introduced in the 2004 General Bylaw about Procedures of  

42 FONAFIFO, Information Systems, available at www.fonafifo.com/paginas_english/fonafifo/i_fo_sistemas_
informacion.htm, (accessed July 2008).
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Environmental Impact Assessment.43 New concepts, such as environmental auditing, environmental 

inspection, cumulative effects, and strategic environmental assessment, were also introduced. 

4.3.3.3  Development of management plans

A major conservation priority is the consolidation of a network of biological corridors,44 inter- 

connecting protected wildlife areas with private property forests to give wildlife a continuous range. 

Another priority is to consolidate forestry production centres to reduce the pressure on natural forest 

ecosystems. 

4.4  Instruments to govern ecosystem services

4.4.1  Command and control

Prior to developing market-based incentives, most of Costa Rica’s conservation law was based on 

command and control and these laws remain in effect. The protected areas legislation, in particular, 

is credited with reversing Costa Rica’s rapid deforestation.

Costa Rica’s protected areas system began with two designated areas of about 2,500 hectares in 

1955 and has grown to more than 120 protected areas of more than 1.2 million hectares and encom-

passing about 25 percent of the country’s land.45 Marine parks have been established as well. The 

growth of protected areas is attributed with reversing Costa Rica’s trend of serious deforestation and 

has spawned a new industry in international ecotourism. 

The State realized that isolated protected areas were unlikely to survive the press of development. 

Following the model of the UNESCO biological reserves, it encircles core protected areas with buffer 

zones that allow limited economic activity.

The protected areas are administered by SINAC through the 11 Regional Councils of Conservation 

Areas (CRAC) and the National Council of Conservation Areas (CNAC). 

Protected areas fall into several categories with varying degrees of protection. Strict conservation 

is mandated for national parks, wildlife reserves, absolute natural reserves, national monuments, 

and natural monuments. A certain level of human alteration is allowed in national wildlife refuges,  

protected zones, forestry reserves, and wetlands.

For example, in wildlife reserves, there is an absolute ban on forest use, except for certain activities 

related to research, training, and ecotourism. Wildlife refuges, conversely, have a management plan 

approved by MINAE that contains the general principles and the ordering frame for the use of the 

natural resources within the refuge. Regulations to the Wildlife Conservation Law46 define the activi-

43 Decreto Ejecutivo N° 31849 MINAE-MOPT-MAG-MEIC, 24 May 2004, Reglamento General sobre 
los Procedimientos de Evaluación de Impacto Ambiental (2004 General Bylaw about Procedures of 
Environmental Impact Assessment), published in Diario Oficial La Gaceta Nº 128, 28 June 2004. 

44  Costa Rica’s contribution to the Mesoamerican Biological Corridor. 

45 De Camino, R., et al., Costa Rica Forest Strategy and the Evolution of Land Use, The World Bank, 
Washington D.C., 2000.

46 Decreto Ejecutivo N° 26.435/MINAE, 24 May 2004, Reglamento a la Ley de Conservación de la Vida 
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ties allowed; agriculture, housing, recreational tourist housing, tourist development (such as hotels, 

cabins, hostels or similar activities), commercial use (restaurants, stores), extraction of quarry materi-

als (sand, rock), scientific and cultural research, other public or social interests, and any other activity 

the General Wildlife Management Agency deems pertinent. 

The original reserves were public, but in 1996 the Costa Rican Network of Private Reserves (CNPR) 

was created. More than 100 reserves covering 44,000 hectares have been organized to supplement 

the public reserves. These reserves are not among the private wildlife refuges, but other private 

reserves are. Both the private wildlife refuges and the areas subject to payments for ecosystem 

services are considered forms of temporary conservation (between five and ten years) governed by 

contracts with specific terms. The majority of the private reserves are dedicated to research, environ-

mental education, and ecotourism to finance their operational costs.47 Another tool for private lands 

is a provision of the Wildlife Conservation Law of 199248 that exempts landowners from property 

taxes if they sign a 10-year49 agreement with SINAC to meet certain land management objectives 

and limit use of the land.

For wildlife protected areas, there is actually no specific law and the current legal frame is rather 

diffuse with some redundancies and several conceptual vacuums, a result of laws approved over 

three decades as a response to particular problems and in different contexts. The need to have a 

modern and visionary legal frame to protect Costa Rica’s wildlife areas has been marked as a need. 

Some laws that safeguard the protected wildlife areas are: Law for the Creation of the National Parks 

Service (1977), the Wildlife Conservation Law (1992), the Organic Environmental Act (1995), the 1996 

Forestry Act, and the Law for Fishing and Aquaculture.50 

4.4.2  Market instruments

4.4.2.1  Innovative mechanisms 

Costa Rica has developed five innovative mechanisms for funding conservation:

Biodiversity Conservation Trust Fund

The first is the Biodiversity Conservation Trust Fund, largely funded by the government of Costa Rica 

and the Global Environment Facility (GEF). The fund promotes the sustainable utilization of biodiver-

sity in different ecosystems in non-State properties. It is managed to generate ongoing financing for 

conservation. It was first used in 1992 to encourage private landowners to manage their forests as a 

kind of protected area in exchange for relief from property taxes. 

Silvestre (Regulation to the Wildlife Conservation Law)., published in Diario Oficial La Gaceta Nº 233,  
3 December 1997. 

47 SINAC-MINAE, Shared Management Policy for the Wildlife Protected Areas of Costa Rica, 2006. 

48 Article 82 of Ley N° 7317, 30 October 1992, Ley de Consevación de Vida Silvestre (1992 Wildlife Conservation 
Law), published in Diario Oficial La Gaceta N°235, 7 December 1992. 

49 It used to be five years.

50 Ley N º 8436, 25 April 2005, Ley de Pesca y Acuicultura (Law for Fishing and Aquaculture), published in 
Diario Oficial La Gaceta Nº 78, 25 April 2005. 
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Certificate of Environmental Services (CES)

The second mechanism is the Certificate of Environmental Services (CES), an innovative financial 

instrument that allows FONAFIFO to attract resources from the private sector. CES allows the user of 

ecosystem services to pay the owner of land that provides these services to keep the land in a con-

dition that it will continue to render the desired services. The amount paid is determined by the cost 

of opportunities afforded by the land and is ideally close to the income owners would receive if they 

changed from forestry use to agriculture or ranching. Later evaluations found that it is necessary to 

pay higher prices for priority land where the owners have more lucrative options for development.

FONAFIFO personnel have travelled throughout the country promoting CESs. They have shared 

information with private hydroelectricity co-generators (for example, Lajas Hydroelectric Project in 

Turrialba), hotel owners and company producers of various supplies, like cement, many of whom 

have expressed a keen interest in acquiring CESs. 

Perhaps the greatest participation from the private sector is from larger companies that depend on 

ecosystem services for their business. These include hydroelectricity producers, fruit and sugar cane 

producers, hotel owners, air transportation companies, and others. For example, the public company 

ESPH, which markets water in some cantons in Heredia,51 makes a joint payment with FONAFIFO 

to raise the income of forest owners in the northern sector of the city of Heredia where land prices 

have skyrocketed because of urban development. ESPH began its own program of payments to 

keep owners of forest lands from selling out to developers. The company receives resources from 

a tariff that all area inhabitants pay through their water bill (see Environmentally Adjusted Water Use 

Fee, below).52 

Pago por Servicios Ambientales (PSA) Program

Costa Rica’s acclaimed Pago por Servicios Ambientales (PSA) Program (described below) is based 

on the same idea, but the government contracts directly with private landholders to manage their 

land in certain ways for conservation in exchange for specified payments.

Environmentally Adjusted Water Use Fee

A fourth mechanism is the Environmentally Adjusted Water Use Fee which adds a user fee to  

water bills to pay land owners to maintain forests in watersheds. The fee was expected to generate 

approximately US$7.5 million during a seven-year period, of which 50 percent was earmarked for 

51 Heredia is a province that borders with the capital of Costa Rica. 

52 The Law Regulating Public Services has complemented the legal framework by internalizing the 
environmental values in the tariff plan of the public services it regulates. Article 31 stipulates: ‘The criteria 
of social equality, environmental sustainability, energy conservation and economic efficiency defined in the 
National Development Plan, requires that central elements set prices, tariffs and rates in public services’. It 
is the Regulatory Authority of Public Service’s (ARESEP) responsibility to set the tariffs through a procedure 
established in its own constitutional law, in Articles 29 and following. ARESEP has the legal capacity to 
consider environmental aspects within the requirements and conditions when presenting requests to 
modify tariffs, which means that the public service lenders must consider this variable in their requests, 
and ARESEP must value the requests in conformity with their technical criteria. In this manner, ARESEP is 
obligated to incorporate the demands that consider the internalization of the values of ecosystem services 
made by the companies that render services that use environmental goods such as generation of energy, 
supply of drinking water, and the use of water for irrigation and drainage.
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water management by the water department of MINAE and 50 percent was destined for the protec-

tion of public and private lands in the watershed. 

The user fee53 was authorized by the Law Regulating Public Services,54 the Biodiversity Act, and an 

executive decree to recognize the services rendered by forests in protecting water for use in hydro-

power and urban and agricultural consumption. 

Trading carbon credits

A fifth mechanism is trading carbon credits. Costa Rica has taken advantage of emissions trading 

schemes developed under the Clean Development Mechanism of the Kyoto Protocol. Through its 

Costa Rican Office for Joint Implementation (OCIC),55 Costa Rica was the first country to charge  

another country for the carbon absorption service offered by its forests when, in 1997, it received 

US$2 million from Norway to fix 200,000 tons of carbon at US$10 per ton by reforesting 1,000  

hectares and conserving 3,000 hectares of forest. This sale proved the feasibility of this type of  

project to mitigate the effects of climate change.56 

Another important agreement was the 1994 Costa Rica – Netherlands Agreement for Sustainable  

Development, which set up a legal framework between the two countries for sustainable develop-

ment projects and which later channelled US$50 million to Costa Rica over ten years. 

The rules of the game for carbon trading are not yet clear. The European Union developed a pilot 

phase, being implemented by the World Bank’s BioCarbon Fund, which accepted bids for forest  

carbon sequestration projects. Costa Rica’s FONAFIFO-COOPEAGRI project was one of eight  

selected and is currently under evaluation by the CDM’s Board of Directors. The COOPEAGRI project 

in the canton of Pérez Zeledón57 will generate credits for 800,000 tons of CO2, which will be bought 

by the BioCarbon Fund.58 The project involves commercial reforestation, reforestation through  

natural regeneration, and agroforestry systems.59 This project has become an interesting mechanism 

of civil society participation since it involves 300 small and medium producers.60 

53 Article 1 of Decreto Nº 32868-MINAE, 24 August 2005, published in La Gaceta Nº 21, 30 January 2006, 
defines the economic instrument that regulates water use and management to make the water supply 
reliable for human consumption and for the country’s social economic development as well as generating 
economic resources to finance a long-term sustainable management of water resources. 

54 Ley Nº 7593, 9 August 1996,, de la Autoridad Reguladora de los Servicios Públicos (Law Regulating Public 
Services)., published in Diario Oficial La Gaceta Nº 5, September 1996.

55 Office assigned to MINAE whose main objective is to promote bilateral agreements of joint implementation 
and develop financial mechanisms to market and channel different projects.

56 Sánchez, O., FONAFIFO’s Environmental Area Services, personal communication, 2006. 

57 Central south.

58 Herrera, M., Area de Gestión de Recursos de FONAFIFO, personal communication, 2006.

59 FONAFIFO, En busca del eslabón perdido del modelo de desarrollo sostenible de Costa Rica: La 
conservación de la biodiversidad a largo plazo, 2006. 

60 Herrera, M., Area de Gestión de Recursos de FONAFIFO, personal communication l, 2006.
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Costa Rica has a potential global offer of 177 million tons of CO2 mitigation through reforestation in 

life zones with high biodiversity. 

4.4.2.2.1   Pago por Servicios Ambientales (PSA) Program 

Costa Rica’s Pago por Servicios Ambientales (PSA) Program, begun in 1997, has had remarkable 

success as well as some stumbles. The first phase was run by Costa Rica until 2000. A second 

phase, called the ECOMARKET Project, ran from 2000-2006 with international funding and addi-

tional targeted ecosystem services (e.g. drinking water). The third phase, 2007-2011, attracted hefty 

international as well as national funding for a budget of US$90 million and addresses weaknesses 

identified in an evaluation of the 2000-2006 program.

The first phase of the program, authorized by the 1996 Forestry Law, recognized greenhouse 

gas mitigation, hydrological services, scenic beauty and biodiversity as ecosystem services. The  

program compensated forest landowners for these services assuming that each service was  

provided equally by each hectare of forest. Enrolment was on a first-come-first-served basis and 

large landowners were disproportionately represented among those receiving payments. The  

payments were based on the price of competing uses, mainly cattle ranching. 

Three types of contracts were offered (1) forest conservation contracts that required owners of natu-

ral forests to protect the land for five years, (2) restoration contracts that bound owners to plant trees 

on agricultural or abandoned land and maintain the plantation for 15 years, and (3) sustainable forest 

management contracts for landowners who prepared a sustainable logging plan for low-intensity 

logging for 15 years.61 Compensation varied across the types of contracts with US$ 210 per hectare 

for conservation contracts; US$537 for reforestation contracts, and US$327 for sustainable forest 

management contracts. 

The primary funding source for phase 1 was a consumer tax on fossil fuels and voluntary contracts 

with private hydroelectric producers. Trading for carbon credits was expected to provide significant 

funding, but the trading has been slow to take off worldwide.

In the first phase, about 300,000 hectares of primary, secondary, or plantation forest land received 

compensation with a mean project size of 120 hectares. Most of the payments were in the conserva-

tion category and the contracts were distributed across different types of ecosystems and across the 

administrative conservation areas. However, payments were slow in being delivered to landowners 

and participation fell off. By 2001, the amount owed to land owners was approximately $54 million.62 

This indebtedness led to a serious dispute between land owners and the State. 

An analysis of the impact of the first phase on deforestation rates conducted using remote sensing 

data and geographic information systems databases showed that the deforestation rate was not 

significantly lower in areas that received payments. The fact that deforestation rates did drop over 

that period could be attributed to previous conservation policies including bans on logging and the 

61 Sanchez-Azofeifa, G. A., et al., ‘Costa Rica’s Payment for Environmental Services Program: Intention, 
Implementation, and Impact’, Conservation Biology 21: 1166 (2007).

62 Sistema Nacional de Areas de Conservación /Ministerio de Ambiente y Energía, National Report on the 
System of Wildlife Protected Areas, 2003. 
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establishment of protected areas.63 The review noted that the PSA program did not target areas with 

deforestation pressure or with threatened species. Possibly, the landowners who participated would 

have left their lands forested even without the program because of a lack of other economic opportu-

nities. Nevertheless, the review applauded the PSA efforts and suggested that future programs might 

consider targeting payments to areas most in danger.

From 2000-2006, the PSA program received the support of the World Bank/ GEF as the Ecomarket 

Project of Costa Rica. It received a GEF grant of US$8 million, a German Development Bank grant 

of US$11.2 million, a payment from Norway for carbon emissions sequestration of US$2 million, 

as well as Costa Rican revenue from a fuel tax, water fees, and other sources. An independent 

review of the project in 2005 found that it met or exceeded its objectives. The review panel wrote 

that ‘the GEF Ecomarkets Project has enabled Costa Rica to more effectively conserve its globally  

significant biodiversity by creating linkages between geographically isolated protected areas and other 

high concentrations of biodiversity, that is, linkages with privately owned lands where biodiversity is  

legally protected through PSA contracts’. 

This phase of the project did target priority conservation areas and exceeded its targets for land 

conservation by incorporating 130,900 hectares of land in the Mesoamerican Biological Corridor and 

70,000 hectares of other priority conservation areas. It expanded the number of female landowners 

involved from 22 in 2000 to 474 in 2006 and the number of hectares of indigenous land from 2,850 

in 2000 to 25,125.64

However, the evaluation noted several weaknesses in the program design.

First, the program was still heavily dependent on short-term donor funding in addition to the fuel 

tax revenue. More revenue must be generated from service users to make the program sustainable. 

Second, payments should be targeted to land that is most in need of conservation, with higher pay-

ments made for contracts where landowners may have more competitive economic options and 

lower payments for contracts for land without other options. Third, the review found that small and 

medium-sized landholders found it difficult to enter the program. To better link the program with 

poverty reduction, it recommended efforts to ensure that small landholders can easily participate. 

Fourth, monitoring is necessary to ensure that the programs objectives are met. The reviewers 

acknowledged FONAFIFO’s state-of-the-art system to monitor compliance with contracts, but  

noted that the program was weak in monitoring its impact on the environment and on society.

The ambitious third phase of the program (2006-2011) was funded in July 2006 bringing a total of 

US$90 million to consolidate the PSA program, improve its efficiency, and expand its coverage and 

to add a new component of rural poverty reduction by focusing on small landholders and low-income 

areas. About US$65 million is budgeted as direct payments to landowners and US$15 million as 

funds to capitalize the Biodiversity Conservation Trust Fund. The targets for this phase are to con-

tract for ecosystem services on 288,000 hectares, add 190,000 hectares to buffer zones of protected 

areas and biological corridors, achieve a 50-percent increase in the number of small- and medium-

63 Sanchez-Azofeifa, G. A., et al., ‘Costa Rica’s Payment for Environmental Services Program: Intention, 
Implementation, and Impact’, Conservation Biology 21:1165, (2007). 

64 GEF, Project Executive Summary, p. 3.
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sized landholders participating, measure an improvement in vegetation cover and indicator species, 

improve the efficiency of the program, and achieve a budget in which 50 percent of the funding for 

newly contracted land is generated by funds from service users.

Achieving long-term financial sustainability is key to the success and replicability of PES projects. 

FONAFIFO continues to have regular income from a portion on the national fuel tax and user fees 

from contracts with 17 water companies. The Biodiversity Conservation Trust Fund should generate 

annual interest and it is hoped that the global carbon trading market will take off. FONAFIFO retains 

all carbon-trading rights to lands under contract for ecosystem services.65

4.4.2.2  Reversal of previous payments for development

Like many developing countries, Costa Rica originally had policies that encouraged farmers to devel-

op their lands to become more productive. When the ecosystem services program began, perverse 

incentives were created as the owners were receiving an incentive to eliminate the native forest and 

establish a forestry plantation. 

Most of these perverse incentives were eliminated in the meantime; those that remained were con-

trolled through the 1996 Forestry Act, which establishes that ‘neither the change of soil nor the estab-

lishment of forestry plantations is allowed in areas covered with forests’.66 Such an act is considered 

an environmental crime with the penalty of imprisonment for one month to three years.67

However, there are still some land inspection practices – now disappearing – that consider con-

version to pasture as an improvement and assign a greater value to farms with land dedicated to  

agricultural and cattle practices. 

4.4.2.3  Replicability

Costa Rica and the World Bank have made an effort to share the lessons learned in setting up 

PES programs. The World Bank and GEF have financed PES projects in several other countries. 

FONAFIFO has hosted delegations from many countries to study its innovative program. The current 

round of funding includes development of a replication strategy that will include activities for sharing 

success stories from many countries including France, the United States, and Australia where PES 

programs have been implemented.68

Some reasons that Costa Rica has succeeded with its PES program include:

A strong regulatory frame from the legislative to the regulation level, on which the ecosystem ser-•	

vices concept is based; and 

65 Article 65 of the 1996 Forestry Act states: ‘All those who accept payment for environmental services, the 
CCB or CAF, will yield their rights for carbon dioxide fixation to FONAFIFO. There will be no option for fiscal 
incentives and payment for environmental services simultaneously’.

66 Article 19 of the 1996 Forestry Act.

67 Article 61 (c) of the 1996 Forestry Act.

68 GEF, Project Executive Summary, pp. 12-13.
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A specialized administrative organization (FONAFIFO) that can manage funds flexibly with  •	

modern tools like trust funds, which are authorized by law and involve the national banking  

system. FONAFIFO’s role has been fundamental for the development of a PES program.

Thus replication of its success requires the development of fairly deep legal and institutional roots.

4.5  Summary

Costa Rica has been a pioneer in offering market valued economic retributions to forest owners as 

means of compensating them for the ecosystem services that they provide by protecting and con-

serving the natural resources on their lands. The Constitution provides a comprehensive and broad 

framework that grants the required legal basis for developing payments for ecosystem services in 

specific laws such as the Forestry Act. According to this law, ecosystem services are those services 

provided by the forest that protect and improve the environment. Under a payment for ecosystem 

services (PES) program, payment is given to the landowners who develop appropriate conservation 

and protection activities, including land recovery by natural processes, forest management, and 

silviculture. 

There are four legally recognized types of ecosystem services in Costa Rica:

Greenhouse gas emissions mitigation; •	

Water protection for urban, rural, and hydrological use;•	

Biodiversity protection for conservation and sustainable use, for scientific and pharmaceutical •	

purposes, for genetic research, and ecosystem protection; and

Protection of natural scenic beauty for touristic and scientific purposes.•	

For the legal framework to be implemented correctly, an adequate institutional scheme must be in 

place. Through the creation of organizations such as FONAFIFO, which manages PES resources, 

the State has assured the effectiveness of the implementation of its PES schemes. FONAFIFO must 

now focus its attention on other issues that relate directly to its conservation mandate, such as  

poverty alleviation, by introducing a new social development component to the third phase of the PES  

program. The social component of FONAFIFO´s mandate has increased the participation of small- 

and medium- landowners and women landowners during the past few years. 

The challenge remains to focus on areas with the most deforestation and illegal timber extraction. 

Unsurprisingly, these areas are within the poorest and least developed areas of the country. The 

timber industry has not supported a sustainable livelihood for these populations. Therefore, it  

remains a challenge to the PES program to make a difference in both conservation and improvement 

of rural livelihoods. 
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The Case of Ecuador5
5.1  Introduction1

Ecuador -- including the Galapagos Islands of Darwinian fame -- is considered among the most 

biologically diverse countries in the world. For example, there are more than 16,000 plant species, 

of which 25 percent are endemic to Ecuador. However, at least 3,000 of the 4,000 endemic species 

are endangered.2

The country’s natural resources have been declining gradually, especially over the past two decades 

as a high rate of economic development outpaced natural rates of resource regeneration. In fact, 

Ecuador has the highest annual deforestation rate in the Americas -- 1.7 percent per year between 

2000 and 2005, which amounts to a loss of 198,000 hectares per year.3 

5.1.1  Geographic and social aspects

Forests and woodlands cover 10.8 million hectares, accounting for 39 percent of Ecuador’s surface 

area of 28 million hectares.4 High Andean moorlands called páramos cover about 1.2 million hectares 

and extensive mangrove ecosystems line the coast. Ecuador‘s forests have undergone excessive 

exploitation. Deforestation is the greatest threat to the palm trees of the Amazon region. In the sierra 

region, primary forests have virtually disappeared because of wood extraction for fuel, grazing, and 

clearing for farmland. 

Since the colonial era, Ecuador‘s economy has been based on agriculture. Banana and cacao were 

the country’s principal exports until the 1970s when oil and oil products jumped to the top of the 

export list. Now, bananas and shrimp follow oil as the country’s top exports.5 

Although Ecuador has policies and regulatory frameworks for forest management, limited enforce-

ment and a weak institutional structure have led to indiscriminate forest exploitation and illegal  

logging, which have been the principal causes of the rapid loss of the country’s native forests. The 

loss of forests has caused loss of biodiversity, degraded the quantity and quality of water resources, 

1 Manolo Morales is Executive Director at ECOLEX. Email: mmorales@ecolex-ec.org 

2 Valencia, R. et al., Libro rojo de las plantas endémicas del Ecuador. 2000. 

3 UN Food and Agriculture Organization, Global Forest Resources Assessment 2005, Table 4, ‘Change in 
extent of forest and other wooded land 1990-2005’, p. 201, ftp://ftp.fao.org/docrep/fao/008/A0400E/
A0400E00.pdf, (accessed 25 August 2009). 

4 UN Food and Agriculture Organization, Global Forest Resources Assessment 2005, Table 4, ‘Extent of forest 
and other wooded land 2005’, p. 195, ftp://ftp.fao.org/docrep/fao/008/A0400E/A0400E00.pdf,(accessed 
25 August 2009).

5 International Trade Centre, ‘International Trade Statistics by Country and Product Group,’  
http://www.intracen.org/tradstat/sitc3-3d/er218.htm, (accessed 25 August 2009). 

Manolo Morales1
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upset climatic equilibrium and, ultimately, triggered a decline in the quality of human life, which  

depends on ecosystem services from natural resources. 

Poor farmers have been forced to move to higher (less fertile) lands because access to lower lands 

has been blocked by legal barriers, the cost of land, migrations due to agrarian reform, and by  

concentration of land ownership among the largest land owners, who engage in cattle breeding and 

export of agricultural products. 

5.1.2  Value of ecosystem services

Two Ecuadorian ecosystems -- the high-Andean mountain moorlands (páramos) and the coastal 

mangrove ecosystem -- provide specific ecosystem services and are severely threatened. The pára-

mos purify water and air; control erosion; regenerate soil; protect watersheds; regulate temperatures; 

absorb and recycle nutrients and wastes; and pollinate and disperse seeds via insects, birds, and 

mammals. Mangroves serve as fish nurseries and protect shorelines from storm and flood damage. 

To understand the real economic value of these ecosystems, it is necessary to recognize and calcu-

late the value of the services described below.

Water filtration, fish nurseries, and storm protection

The páramos are characterized by nontree plant life and fragments of native forests.6 In 1991, Ecua-

dor had 1.3 million hectares of páramos, but by 2000 the area had declined to 1.2 million hectares.7 

More than 500,000 people (most of them from the Kichwa indigenous community) live in the vicinity 

of páramos and use them for highly productive agriculture. 

Páramos and Andean forests form a sophisticated system that regulates region-wide hydrology and 

constitutes the only source of water for the population in the upper and lower parts of the Andes.8 

Páramos’ soils have a high organic content, which absorbs and holds rainwater, gradually releasing 

it over time. However, the páramo is a delicate ecosystem: once the soil dries up, it becomes hydro-

phobic, that is, it repels water rather than absorbs it, and this produces an uncontrolled flow of water 

down the mountain slopes. 

Mangrove ecosystems are found in four provinces, Esmeraldas, Manabí, Guayas, and El Oro,9 which 

have a combined population of more than 1 million.10 However, large areas of the coastal man- 

6 UN Food and Agriculture Organization, Global Forest Resources Assessment, Country Report on Ecuador, 
ftp://ftp.fao.org/docrep/fao/010/ai854S/ai854S00.pdf, (accessed 25 August 2009). 

7 UN Food and Agriculture Organization, Global Forest Resources Assessment, Country Report on Ecuador, 
ftp://ftp.fao.org/docrep/fao/010/ai854S/ai854S00.pdf, (accessed 25 August 2009).

8 Farley, K., ‘Grasslands to Tree Plantations: Forest Transition in the Andes of Ecuador’, Annals of the 
Association of American Geographers 97:755-771, (2007). 

9 UN Food and Agriculture Organization, Global Forest Resources Assessment, Thematic Study on 
Mangroves, Mangroves of South America 1980-2005: Country Reports, ftp://ftp.fao.org/docrep/fao/010/
ai448t/ai448t00.pdf, (accessed 25 August 2009). 

10 Instituto Nacional de Estadísticas y Censos de Ecuador. Censo 2001, http://www.inec.gov.ec/web/guest/
descargas/basedatos/cen_nac/cen_pob_nac_2001?doAsUserId=p%252Bx9vuBVM9g%253D, (accessed 
25 August 2009). 
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grove ecosystems have been devastated by shrimp farms to produce Ecuador’s third largest export.  

Without mangrove nursery areas, fisheries often decline. 

Mitigation and adaptation to climate change (carbon sequestration)

The soil of the páramos stores more carbon than the soil of rainforests. If paramos’ soil is severely 

damaged, large amounts of carbon would be released into the atmosphere adding to the problem 

of global warming.

Protection against natural hazards

Ecuador’s mangrove ecosystem, extending along the shores of the provinces of El Oro, Guayas, 

Manabí, and Esmeraldas, plays a crucial role in shoreline storm protection. 

Recreational and aesthetic benefits (eco-tourism) 

The paramos‘ wide diversity of landforms, including snow-capped mountains, lakes, ponds,  

hayfields, and high-Andean forests, as well as their relative accessibility, offers the potential for  

recreation and tourism. 

5.1.3  Attitude within society towards conservation of ecosystems and their services 

Since the United Nations Conference on Environment and Development in 1992 and the entry into 

force of the United Nations Framework Convention on Climate Change for Ecuador on 21 March 

1994, the issue of ecosystem services has been considered in Ecuadorian policies. Proposals have 

been made for investment in forest plantations for carbon sequestration. Local governments are 

implementing new commercialization systems for ecosystem services, especially in the water sector 

(see section D.2 Market Approaches). Even public funds for social-environmental healing and eco-

system restoration (mainly from the impacts of oil and mining) are being created.

Within civil society, controversy about the economic value of ecosystems and their ecosystem  

services has come to the point that relations between indigenous organisations and environ- 

mental groups have suffered severely. International conservation organisations have been accused 

of imposing an international agenda focused on selling ecosystem services to the northern countries. 

Despite the opposition of indigenous leaders, some grassroots organisations continue to work on 

ecosystem services projects. 

Political and civil forces in Ecuador are beginning to seek a redefinition of the exploitation-based 

development model toward a more sustainable model of development based on economic growth 

but marked by an equal redistribution of wealth and protection of the natural systems upon which 

the economy is based. 

5.2  Governance of ecosystem services

5.2.1  Environmental law in Ecuador

Over the past several decades, Ecuador’s environmental legislation and policy has developed as 

follows: 

1976 to 1992: Policies focused on resource use and sanitary criteria. Ecuador developed a series 

of rural projects to improve agricultural production and livestock conditions, with some sense of 
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conservation. For example, the Ley de prevencion y control de la contaminacion ambiental (Law for 

the Prevention and Control of the Environmental Pollution),11 promoted that vision. In 1981, the Ley 

forestal y de conservación de áreas naturales y vida silvestre (Forestry Act) was passed.12

1992 to 1999: This period was marked by the United Nations Conference on Environment and  

Development in Rio de Janeiro and the international agreements that followed. A new concept of 

environmental rights was reflected in the 1998 Constitution. Basic environmental policies established 

principles of sustainability for the country.   

1999 to present: The Ley de gestion ambiental (the Environmental Management Act), which  

standardizes the mechanisms for environmental permits, was passed in 1999.13 Since 1999,  

environmental legislation has been further developed and implementing secondary legislation has 

been passed. During this period, Ecuador started to decentralize government institutions. The  

Environmental Management Act provides the framework for several national strategies, such as the 

2000 National Strategy for Forest Sustainable Development and the 2001 National Strategy for Bio-

diversity. Most of the action proposals from these strategies have yet to be applied. In September 

2008 a revolutionary new Constitution was approved. 

5.2.1.1  The Constitution

The new Constitution of the Republic of Ecuador, approved in September 2008, (2008 Constitution) 

marked a huge step in environmental protection since it made Ecuador the first country in the world 

to recognize legally the inalienable rights of nature, called ecosystem rights.14 Compared to the old 

Constitution of 1998, which established the right to a healthy and ecologically balanced environ-

ment and gave the State the prime responsibility for defending the country’s natural and cultural 

assets and for protecting the environment, the 2008 Constitution gives nature itself the ‘right to exist,  

persist, maintain and regenerate its vital cycles, structure, functions and its processes in evolution’15 

and mandates that the government take ‘precaution and restriction measures in all the activities that 

can lead to the extinction of species, the destruction of the ecosystems or the permanent alteration 

of the natural cycle’.16 It states that persons, people, and local communities will have the right to  

11 Decreto Supremo Nº 374, Ley de prevención y control de contaminación ambiental, 1976, published in 
Registro Oficial No. 97, 31 May 1976. This law was repealed by the Environmental Management Act in 
1999. 

12 Ley No. 81-74, Ley forestal y de conservación de áreas naturales y vida silvestre, adopted 14 August 1981, 
published in Registro Oficial No. 64, 1981, consolidated 22 July 2004, published in Registro Oficial No. 418, 
Edición Especial, 10 September 2004. 

13 Ley No. 99-37, Ley de gestion ambiental, adopted 22 July 1999, published in Registro Oficial No. 245, 30 
July 1999, p. 2-10 and consolidated 22 July 2004, published in Registro Oficial No. 418, Edición Especial, 
10 September 2004.

14 2008 Constitution of the Republic of Ecuador, adopted 28 September 2008, published in Registro Oficial 
No. 449, 20 October 2008, (Art.10). 

15 Article 71of the 2008 Constitution.

16 Article 73 of the 2008 Constitution.
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benefit from the environment and from natural resources. However, the production, provision, use, 

and exploitation of ecosystem services will be regulated by the State.17

The 2008 Constitution redefines people’s relationship with nature by asserting that nature is not just 

an object to be appropriated and exploited by people, but rather a rights-bearing entity that should 

be treated as such under the law. The Constitution reflects the traditions of indigenous peoples  

living in Ecuador, who see nature as a mother and call her by a name, Pachamama. The constitu-

tion radically changes the legal perspective from an anthropocentric system of rights to a biocentric 

system of rights. 

5.2.1.2  The Environmental Management Act

Based on the 1998 Constitution’s statement that the State has an obligation to protect the environ-

ment, the country’s first comprehensive environmental law -- the Environmental Management Act -- 

was passed in 1999. Until then, Ecuador’s environmental legislation was based on a variety of laws, 

regulations, local resolutions, and instructions. 

5.2.1.3  Sectoral laws

Legislation regarding forest ecosystems

The Forestry Act and its implementing regulations of 1983 regulate the exploitation of forests, the 

administration and management of public and private forests, the granting of exploitation licenses 

and transportation permissions, and the approval process for the management plans. 

Protected areas legislation

Protected areas occupy 18.5 percent of the national territory. Of the 32 protected areas, the two most 

important are the Galapagos Islands and the Sangay National Park, both of which are UNESCO World 

(Natural) Heritage Areas. 

The Environmental Management Act defines Protected Natural Areas as ‘… publicly or privately owned 

areas that are relevant for their ecological, social, historical, cultural or landscape value, determined 

as such in the country by the law, in order to prevent their destruction and promote the study and  

conservation of plant or animal species, natural landscapes and ecosystems’.18

The Forestry Act and its corresponding regulations deal with the use, management, and  

administration of forests, protected natural areas, and wildlife (flora and fauna). The Act recognizes  

two categories of national heritage areas:

State-owned National Natural Heritage areas including national parks, ecological reserves, wildlife •	

refuges, and marine reserves, which are noteworthy for their scientific, landscape, educational, 

tourist, and recreational value; for their flora and fauna; or because they are ecosystems that  

contribute to keeping the balance of the environment.

17 Article 74 of the 2008 Constitution.

18 Ley No. 99-37, Ley de gestion ambiental, adopted 22 July 1999, published in Registro Oficial No. 245, 30 
July 1999, p. 2-10 and consolidated 22 July 2004, published in Registro Oficial No. 418, Edición Especial, 
10 September 2004, glossary. 
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National Forestry Heritage regulates the tenure, management, and commercialization of forest •	

resources. 

The common name for the group of protected areas in Ecuador and in this report is the National 

System of Protected Areas (Sistema Nacional de Áreas Protegidas – SNAP).

Biodiversity legislation

In 1996, the Ley que protege la biodiversidad (Biodiversity Law) was approved by Congress to  

respond to ‘the need to consider the value of genetic resources, wildlife and traditional knowledge 

in all related projects’.19 This law, however, contains only two articles. The first recognizes living  

organisms as national goods for public use and exploitation and guarantees respect for indigenous 

communities and their traditional knowledge. The second clarifies the date of entry into force. This 

brief law left many areas for future detailed regulation, but no further legislation has been passed. 

However, the National Biodiversity Strategy (Estrategia Nacional de Biodiversidad)20 is an important 

instrument that proclaims biodiversity as a strategic resource in Ecuador. It proposes a biodiversity 

vision, principle, and policies; defines ‘regions of special attention’; and offers implementation guide-

lines. 

Legislation regarding mangroves

The Constitution, laws, regulations, executive decrees, and various agreements have attempted to 

guarantee the protection and conservation of mangroves. However, these laws are confusing and 

overlapping and, in fact, have facilitated the destruction of the ecosystem and provided impunity for 

those responsible for the damage.

Since 1978, Ecuadorian law21 forbids any type of destructive use of mangroves or the installation 

of infrastructure for breeding and farming shrimp in mangrove areas. In 1999, at the request of 

the mangrove communities, local communities that have traditionally used the mangroves for their 

livelihoods may request concessions for the sustainable use of mangroves.22 Since then, more than 

19,000 hectares of mangroves have been granted as concessions to local communities. In 2001, 

these communities came together under the National Coordination for the Defense of Mangroves 

(Coordinadora Nacional para la Defensa del Manglar – C-Condem) and submitted to Congress the 

Mangrove Ecosystem Conservation Act (Ley de conservación del ecosistema de manglar), which 

combines in a single legal instrument all the previous legislation regarding mangroves. This Act was 

adopted after a preliminary debate and was awaiting final ratification by Congress at this writing.

19 Ley No. 96-3, Ley que protege la biodiversidad, adopted 20 September 1996, published in Registro Oficial 
No. 35, 27 September 1996 and consolidated 22 July 2004, published in Registro Oficial No. 418, Edición 
Especial, 10 September 2004. 

20 Decreto No. 2.232, Estrategia Nacional de Biodiversidad, adopted 9 January 2007, published in Registro 
Oficial No. 11, 30 January 2007.

21 Decree 2939-B of 10 October 1978 prohibits exploitation of mangrove trees in areas not authroized by the 
‘Direccion General de Dessarrollo Forestal’.

22 Decreto Ejecutivo No. 1102, published in Registro Oficial No. 243, 28 July 1999. 
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Also as of this writing, a series of bills were being discussed in Congress, including a new or reformed 

Biodiversity Act. The Forestry Act was being amended to incorporate the concept of biodiversity, 

separate forest management from management of protected natural areas, recognize the participa-

tion of local communities in protected areas management, permit the creation of private protected 

areas, and regulate aspects of biotechnology related to biodiversity. 

5.2.2  Institutional framework

5.2.2.1  Ministries in charge of the environment

In Ecuador, countless public institutions are in charge of national, regional, provincial, and local  

environmental management. 

The Ministry of the Environment (MAE) was established in 1996 as the country’s supreme environ-

mental authority in charge of coordinating, implementing, and supervising policies, programs, and 

projects that are implemented by various institutions in the environmental sector.23 However, the 

responsibilities for matters related to the environment are actually dispersed among several entities 

as described below and in Table 1.

MAE is focused on protected areas on public lands and on public forests. It is in charge of approving 

management plans, developing environmental impact assessments (EIAs) and issuing environmen-

tal permits for any public or private activity that might cause an environmental risk. Oil and mining  

activities fall under the jurisdiction of the Ministry of Energy and Mining (MEM) unless they are  

undertaken in protected areas or public forests. 

The Ministry of Agriculture and Livestock (MAG) is in charge of promoting agricultural and livestock 

activities, assisting farmers and indigenous communities, and resolving conflicts regarding the  

use of land. MAG approves land-use management plans. Within MAG, the National Institute of  

Agrarian Development (Instituto de Desarrollo Agrario -- INDA) is in charge of regulating land tenure  

and adjudication especially regarding agricultural and livestock lands. 

The Ministry of Urban Development and Housing (MIDUVI) manages the National Direction of Valuing 

and Cadastre, which regulates land valuing and sets up urban taxes.

The Military Geographic Institute provides official geographic information.

The 22 province councils and 219 municipalities, which, according to the Organic Law, are  

autonomous entities, establish the necessary orders to regulate and manage land use based on the 

Constitution and laws. 

23  Decreto Ejecutivo No. 195, 4 October 1996, published in Registro Oficial No. 40, 4 October 1996.

EPLP 79 Chap 5.indd   99 12.01.2012   15:02:41



100

The Case of Ecuador

101

Table 1 Institutional framework for natural resources in Ecuador

Level Institution Unit Role

Central Ministry of the Environment, 

(Ministerio del Ambiente – MAE)

Natural Capital Unit Forests, protected 

areas, wildlife and  

biodiversity,  

management plans

Brown Issues Unit EIA, licenses for non-

renewable resources 

and private sector

Galapagos Unit Galapagos National 

Park 

 Other Units Amazon, biodiversity, 

Clean Development 

Mechanisms, biosafety, 

etc.

Ministry of Agriculture and  

Livestock (Ministerio de  

Agricultura, Ganadería,  

Acuacultura y Pesca – MAG)

National Institute for Agrarian 

Development (INDA)

Land title adjudication 

and mapping

National Water Resources 

Council (Consejo Nacional de 

Recursos Hidricos – CNRH)

Water conservation and 

management

 Land Use Unit Defines criteria to use 

land

Ministry of Energy and Mining 

(Ministerio de Energia y Minas – 

MEM) 

Oil Unit Permits and licenses  

for exploration and 

exploitation, EIA  

approbation

Mining Unit

Ministry of Urban Development 

and Housing (Ministerio de 

Desarrollo Urbano y Vivienda – 

MIDUVI)

National Direction of Valuing 

and Cadastre

Establishes criteria to 

value the land

Armed Forces (Fuerzas Armadas) Control Some parks such as 

Galapagos; support 

protection of protected 

areas’ integrity 

Military Geographic Institute Official maps

Regional National Institute of Fisheries 

(Instituto Nacional de la Pesca 

– INP)

 Control Unit Beach, bay, mangrove, 

and marine wildlife

Permission Settlement u
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Level Institution Unit Role

Eco-Development Institute for 

the Amazon Region of Ecuador 

(Instituto para el Ecodesarrollo 

Regional Amazónico – ECORAE) 

Environment Management 

Unit

Promote Amazonian 

development

Guayas River Basin Water Com-

mission (Comisión de Estudios 

para el Desarrollo de la Cuenca 

del Río Guayas – CEDEGE)

Environment Management 

Unit

Manage the most  

important dam in 

Ecuador located in the 

Guayas river basin

Manabi Rehabilitation Center 

(Centro de Reconversión del 

Manabí – CRM)

Environment Management 

Unit

Manage the main 

river basins of Manabi 

Provinces and irrigation 

process

Regional Program for the  

Development of Southern  

Ecuador (Programa Regional 

para el Desarrollo del Sur del 

Ecuador – PREDESUR)

Environment Management 

Unit

Manage the main 

river basin of El Oro 

in Zamora and Loja 

Provinces and irrigation 

process

National Institute for the  

Galapagos (Instituto Nacional 

Galápagos – INGALA)

Environment Management 

Unit

Lead sustainable 

development in the 

Galapagos

Provinces  Provincial Councils Environment Management 

Unit

Planning land use at  

the provincial level

MAE, MAG, MEM, MIDUVI Provincial Units Same roles as the  

central offices at  

executive and  

procedures level

INGALA Environment Management 

Unit

Lead sustainable 

development in the 

Galapagos

Local Municipalities Environment Management 

Unit

Plan land use at  

municipal level

Nongovernmental organisations (NGOs) also perform an important role in promoting sustainable 

development and protecting the environment. NGOs are active at two levels. First, they promote and 

implement environmental projects that develop management plans, train local people, and support 

monitoring and control. Second, they influence public opinion and political issues through advocacy, 

media, litigation, and by representing civil society in councils and committees related to environ-

mental management. At the political level, NGOs work mainly through the National Committee of 

Environmental NGOs (Coordinadora Ecuatoriana de organizaciones para la Defensa de la Naturaleza 

y el Medio Ambiente – CEDENMA).

Another key player is the indigenous movement, which has led a long struggle for social recoveries, 

which were recognized when Article 224 of the 1998 Constitution established that ‘…there will be 

indigenous and afro Ecuadorian circumscription that will be established by the law’. This permits 
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the aboriginal communities to set up an administrative, juridical, and political structure to collect 

financial resources from the State for their plans and development programs. The Council for the 

Development of Ecuadorian Peoples and Nationalities (Consejo de Desarrollo de las Nacionalidades 

y Pueblos del Ecuador – CODENPE) was created to coordinate relations with the indigenous peoples 

and the national government. 

5.2.2.2  Institutional coordination

The complicated and highly diffuse distribution of roles and functions makes environmental  

governance difficult in practice. For example, in the structure of the country’s National Planning 

Agency, there is an Environmental Advisory Unit, which is in charge of providing political and techni-

cal support for development plans and programs related to biological diversity. In 1995, a different 

inter-institutional commission called the Environmental Management Unit was established within the 

internal structure of the MAG.

Despite these initiatives, no real inter-institutional coordination process has been defined and  

mechanisms for coordination and collaboration are still lacking. Sporadic efforts to close these  

institutional gaps have not been maintained due to repeated changes in government personnel. As 

a consequence, it has not been possible to make substantial progress in managing and conserving 

biodiversity. 

5.2.2.3  Transparency and public participation

The rights of public participation and consultation and the collective rights of communities are  

mentioned throughout the regulatory framework. Specific provisions would help harmonize their 

implementation. 

The Environmental Management Act establishes the right of a person to participate in environmen-

tal management through several mechanisms, including consultations, public audiences, initiatives, 

proposals, or other forms of collaboration between the public and private sector. Furthermore, it 

foresees remedies for a violation of this right.24 

The law recognizes two distinct types of public consultation: Consultation with indigenous or 

Afro-Ecuadorian communities and ‘prior informed consent’. Consultation with indigenous or  

Afro-Ecuadorian communities is a collective right that aims to protect the culture, territories, and  

practices of these peoples, according to universal principals and human rights accepted in inter-

national instruments such as the Convention 169 of the International Labor Organization ratified by 

Ecuador. Prior informed consent is a principle of participation that is considered by the Constitution 

as one of the characteristics of the government system. ‘Prior’ is understood to mean that consent 

has been sought in advance of the launch of any activities, giving for example indigenous peoples 

sufficient time to consult and reach a decision. ‘Informed’ means that sufficient information is pro-

vided, for example, on the nature, size, reversibility, and scope as well as the likely economic, social, 

cultural, and environmental impacts. The consent process is also meant to include consultation and 

participation, with withholding consent being an option.25

24 Article 28 of the Environmental Management Act.

25 Errico, S., ‘The World Bank and Indigenous Peoples: the Operational Policy on Indigenous Peoples  

EPLP 79 Chap 5.indd   102 12.01.2012   15:02:41



102 103

The Case of Ecuador

Concerning environmental issues, MAE has the authority to regulate civil participation and prior 

consultation. 

Both NGOs and indigenous communities have gone beyond participating in government plans to 

actually creating their own programs. In recent years, NGOs have actually taken over some State 

responsibilities such as monitoring activities. Also, NGOs have contributed to the formulation and 

execution of projects that involve major local participation. In the northern Esmeraldas, NGOs have 

been the pioneers in implementing projects aimed at tackling forest mismanagement. For example, 

the Ecolex Corporation, an NGO, runs a project called the Regulatory Framework and Community 

Monitoring of Forest Control in Northern Esmeraldas to develop public participation by establishing 

a citizen monitoring entity, duly accredited by the Commission for the Civic Control of Corruption 

(Comisión de Control Cívico de la Corrupción – CCCC).

The role of indigenous communities has been important in the management of protected areas. 

Agreements between indigenous communities and MEA (e.g. Ecological Reserves Cofan-Bermejo 

and Cayambe-Coca, Faunistic Reserve Cuyabeno, and Yasuni National Park) outline responsibilities 

of each party based on principles of conservation and according to the capabilities of each partner. 

A technical study based on a management plan and covering the needs and requirements of the 

specific protected area and its peculiar characteristics, is usually a prelude to ratification of the 

agreement. 

5.2.3  Forest ownership and tenure 

The land ownership and tenure situation has a direct impact on the conservation of biodiversity and 

ecosystem services.

5.2.3.1  Ownership of forest land and resources

Ecuadorian legislation distinguishes among:

Natural resources that must be preserved;•	

Natural resources subject to development; and•	

Immovable natural resources subject to ownership.•	

The Civil Code refers to national assets, that is, assets belonging to the entire nation26. According to 

this provision, there are two types of national assets: 

State assets (e.g., oil, minerals), which are governmental property that only the State can use, •	

enjoy, or dispose of. The Civil Code classifies State assets as ground assets, assets of the under-

water shelf, and assets in air space.

Public assets (public domain), which comprise most assets. All citizens have a right to use and •	

enjoy these assets (e.g., páramos, national parks, bridges, routes). However, the State retains the 

right to dispose of them and restrict their use and enjoyment through laws and to manage them 

through specific authorities. Thus, public assets are the object of legal guardianship by the State, 

(O.P. 4.10.) Between Indigenous Peoples’ Rights to Traditional Lands and to Free, Prior, and Informed 
Consent’, International Journal on Minority & Group Rights 13:367-390 (2006). 

26 Article 623 of the Civil Code.
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which has the duties of guaranteeing the citizens’ rights to a maintained ecological balance27 and 

protecting the environment through the mechanisms and authorities set forth by the law.28 

The Environmental Management Act introduces another category, namely fragile ecosystems,29 on 

which no economic development can be carried out unless it is exceptionally in the national interest 

or an economic feasibility study or environmental impact assessment indicates that development is 

required. Since there is no definition of ‘fragile ecosystems’, and in the absence of regulations, it is 

necessary to turn to Executive Decree No. 1616, which provides for the National Decentralization 

Plan where fragile ecosystems are defined as ‘... glaciers, mangroves, beaches, wetlands and pára-

mos, which are the inalienable property of the State. The National Government shall be empowered 

to issue policies and rules, fund the capability, and administer these ecosystems.’30

5.2.3.2  Forest use rights 

The Forestry Act does not permit the establishment of real rights in protected areas. Although it 

foresees using incentives for the conservation of protected areas, no case has been registered in 

which communities or individuals settling in protected areas have received any kind of financial 

incentives for conservation activities from the environmental authorities. Therefore, the local popula-

tion considers protected area designation as a burden rather than as an opportunity to improve their 

livelihoods.

The rights and tenure situation under the Forestry Act also stands in contrast to reality on the ground 

where, in the majority of cases, indigenous peoples hold individual or collective customary rights 

that predate the designation of the protected areas. Current estimates show that in 30 percent of 

the SNAP, people claim private or communitarian tenure rights. In recent years, several indigenous 

organisations have complained that protected area borders are undefined or overlap their traditional 

territories. Their claims are spurred by a split government position, which, on the one hand, grants oil 

drilling and mining concessions inside protected areas, but, on the other hand, refuses to recognize 

collective rights, support further development of traditional production practices, or even obtain 

prior informed consent from the indigenous communities claiming traditional rights before granting 

concessions to outsiders.

Based on the principle of self-determination, three measures should be taken: 

Formally entitle indigenous communities and ensure direct administration of protected areas that •	

overlap with indigenous territory; 

Establish new conservation categories that recognize other indigenous territories as patrimony of •	

cultural diversity; and

Recognise the contribution of indigenous peoples in the conservation of biological diversity. •	

27 Article 22, paragraph 6 of the Civil Code.

28 Article 86, paragraph 1 of the Civil Code.

29 Article 6 of the Environmental Management Act.

30 Decreto Ejecutivo No. 1616, published in Registro Oficial No. 365, 10 July 2001. 
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5.2.3.3  Ownership of forest land and resources and customary law

The Forestry Act establishes two components of heritage: the National Forestry Heritage and  

National Natural Heritage. No private ownership is allowed of National Forestry Heritage lands31 and 

no other rights can be claimed. In other words, no one can claim a right because they possessed the 

land at one time. However, the Forestry Act foresees that titles to National Forestry Heritage lands 

can be adjudicated to a farmer’s organization. Once the adjudication is made, however, the adjudica-

tors cannot sell the land again. 

Regarding National Natural Heritage areas, the Forestry Act clearly states that these lands are  

inalienable, which means that they are out of trade. No real right can be constituted over the territory 

controlled and administrated by MAE. The legal text says that the National Natural Heritage areas 

must be kept ‘unchanged’. This is an extreme arrangement because it means that the territory is not 

only conserved but preserved. 

In the case of land under the jurisdiction of INDA, land titles can be adjudicated to indigenous and 

Afro-Ecuadorian groups that show their ‘traditional possession of the land’. They must, however, 

have kept their traditional land uses, customs, and traditions. This is in line with constitutional norms 

related to the collective rights of indigenous and Afro-Ecuadorian communities. Land recognized as 

being owned by indigenous groups is taken out of trade and cannot be re-sold, nor can it be divided 

into individually owned plots. Occupation of the land does not lay a claim on its ownership. 

5.3  Land use planning

5.3.1  Inventories

Data on land rights and ownership is limited. Cadastral surveys should be done on different  

ecosystems to establish the current status of landholding. This would also give current landowners 

the opportunity to draw up management agreements and allow the State to award deeds to those 

with a legitimate claim to land. In this process, land use limitations could be established, and lands 

would revert to State ownership if regulations are not followed. Furthermore, a cadastre system 

would facilitate a property tax system and some of the tax revenue could be used to fund ecosystem 

services.

Based on the Ley de fomento y desarrollo agropecuario (Agricultural Livestock Development Law),32 

and on environmental policies for the agricultural and livestock sectors, in 1985, MAG designed a 

mapping information system based on the natural potential of the land. However, the information 

was not internalized into national planning and now surely requires revision and updating. In addition, 

to stop the loss of the country’s forest cover, it is necessary to elaborate a land-use plan, execute 

reforestation processes, and take an ecosystem management approach. 

31 Article 2 of the Forestry Act.

32 Decreto No. 3.289, Ley de fomento y desarrollo agropecuario, adopted 6 March 1979, published in Registro 
Oficial No. 792, 15 March 1979 amended by Ley No. 94-54, Ley de Desarrollo Agrario, adopted 2 June 
1994, published in Registro Oficial No. 461, 14 June 1994, p. 2-22 and consolidated 16 January 1997 and 
16 April 2004, published in Registro Oficial No. 315, 16 April 2004.
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In theory, INDA is in charge of agrarian heritage lands and MAE is in charge of protected areas.  

However, in practice, because of the lack of research and categorization of specific lands, it is not 

unusual to find INDA in charge of forest lands and MAE in charge of agrarian lands. 

INDA is in charge of implementing the Ley de desarrollo agrario (Agrarian Development Law), which 

deals with the legalization of land rights and tenure and the further development of agriculture.33 The 

first objective has not been totally accomplished and almost nothing has been done regarding the 

second objective because of insufficient human and financial resources. Both deficiencies can be 

attributed to an insufficient understanding of INDA’s initiative by former governments and the inability 

to collect the necessary funds from various sources. 

Advances in mapping land uses have been slowed by confusion about how to classify land into one 

of the heritages. 

Large portions of natural areas and forest areas are occupied by local communities. However, these 

communities face legal barriers to access the lands because of the following traditional problems: 

Conflicts between local communities and between local groups and governmental organisations; •	

Lack of clear responsibilities regarding land adjudication; and•	

Mismanagement of property registration that contributes to the insecurity in property ownership.•	

Rather than serving as guides, the legal instruments have been sources of conflict and confusion. 

There is even institutional confusion regarding land adjudication: MAE and INDA are competing for 

the responsibility. Citing the Agrarian Development Law, INDA claimed to be the only entity com-

petent to title lands in Ecuador, while the MAE argued that land conflicts fell under its jurisdiction. 

A 2002 inter-institutional agreement between MAE and INDA recognized INDA as the only entity 

responsible for land titling. However, depending on the type of land, INDA has to get MEA’s approval 

and/or follow integrated management plans within the adjudication process.

5.3.2  Coordination

5.3.2.1  Substantive

According to the Environmental Management Act, MAE is responsible for the management, coordi-

nation, and regulation of the Single Environmental Management System (Sistema Unico de Manejo 

Ambiental – SUMA). This system is the main mechanism for trans-sector coordination among all 

public authorities related to environmental issues. MAE is responsible for implementing environmen-

tal protection. MAG is responsible for the coordination of land use planning.34 

5.3.2.2  Geographic

Since 2001, the decentralization of certain government functions to the regional level has caused 

administrative changes in MAE that have affected the management of protected areas. 

33 Ley No. 94-54, Ley de desarrollo agrario, adopted 2 June 1994, published in Registro Oficial No. 461, 14 
June 1994, p. 2-22 and consolidated 16 January 1997 and 16 April 2004, published in Registro Oficial No. 
315, 16 April 2004. 

34 Articles 9[a],16 and 17 of the Environmental Management Act. 
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Decentralization is encountering a series of difficulties because there is no consensus among the 

various players facilitating this process. Local governments have limited capacity to absorb new  

responsibilities. Some civil society organisations are calling for greater participation in the manage-

ment and administration of natural resources. There are initiatives in this direction, but as yet they are 

not completely implemented.

5.3.3  Integration

5.3.3.1  Zoning

Zoning is not applied to forest or protected area management except in the sense of buffer zones 

and core zones, which have different restrictions.

5.3.3.2  Environmental impact assessments

One of the most important elements of the Environmental Management Act is the establishment of 

environmental impact assessments.35 The Act requires public, private or mixed investment projects 

that might cause negative environmental impacts to conduct an assessment of these impacts prior 

to execution. The assessments are audited by the supreme audit institution of Ecuador, the Control-

ler General of the State (Contraloría General del Estado – CGE). The results of the environmental 

impact assessment must be taken into account and remedies for possible negative impacts included 

in the projects.36 

5.3.3.3  Development of management plans

In general, the legislation for protected areas is old and lacks provisions for several issues now 

considered important, such as social participation, buffer zones, financial sources, and ecosystem 

services conservation. The Forestry Act does not include provisions for buffer zones, but they are 

part of the management plans. This gap generates several problems related to coordination with  

local stakeholders.

The term ‘participative management’ (also called co-management, joint management, shared  

management, management by many stakeholders, or round table management) is used to describe 

a situation in which some or all of the stakeholders concerned with a protected area are involved 

substantially in management activities.37 Experiences with this shared management approach in  

protected areas have been positive (e.g., in the cases of the Cajas and el Angel National Parks). 

In 1989, the Strategy for the Conservation of Protected Natural Areas was modernized to include 

eco- system approaches and co-management. The ecosystem approach takes a holistic view toward 

conservation areas including their social, cultural, biological, ecological, and economical aspects.  

Co-management has been described as the co-responsibility in environmental management between 

the ancestral owners and the farmers’ organisations. It mainly includes the following actions:

35 Article 19 of the Environmental Management Act.

36 See generally Ley No. 99-37, Ley de gestion ambiental, adopted 22 July 1999, published in Registro Oficial 
No. 245, 30 July 1999, p. 2-10 and consolidated 22 July 2004, published in Registro Oficial No. 418, 
Edición Especial, 10 September 2004, Articles 19-27. 

37 Borrini-Feyerabend, G., Participatory management of protected areas: Adapting the method to the context. 
IUCN Social Policy Group 51 (2007).
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Definition of criteria for the management of natural resources;•	

Political and legal recognition of the use rights of the natural resources;•	

Agreements for control and co-watching;•	

Elaboration and implementation of management plans for each one of the organisations  •	

according to national criteria that will combine social and conservation interests; and

Co-establishment of the commitment and indicators for the management plans.•	

5.4  Instruments to govern ecosystem services

Ecuador does not have specific legislation for the regulation of ecosystem services.

5.4.1  Command and control

Command and control mechanisms require monitoring of environmental projects and the techni-

cal tools and human skills to prevent infringement of environmental regulations and penalize rule  

breakers.

5.4.1.1  Governance of ecosystem services in forest legislation 

As stated earlier, the Forestry Act focuses on the exploitation of forests, the administration and 

management of public and private forests, the granting of exploitation licenses and transportation 

permissions, and the approval process for the management plans. However, it does not provide  

sustainability criteria. Furthermore, the Forestry Act introduces confusing norms on land tenure, does 

not include elements of public participation, and suffers from weak incentives and promotion. 

In 1999, the Forestry Act was reformed to include procedures such as forest regents, civil participa-

tion, monitoring, and technical criteria for forest management, and land tenure regulation. Despite 

these legal advances, the rate of deforestation is still high because of a lack of political support and 

rampant corruption in the management of forests.

The Forestry Act sets guidelines for authorized activities, providing that in forest-covered areas, land 

use changes, such as conversion to forest plantations, are not permitted. It allows the State to grant 

permits for uses such as:

Building houses, offices, stables, barnyards, nurseries, roads, bridges, or installations aimed at •	

recreation, ecotourism, and other similar improvements on privately owned lands and farms where 

forests are located;

Implementing state or private infrastructure projects that are of interest for the State;•	

Cutting trees for purposes of human security or scientific interest; and•	

Preventing forest fires, natural disasters, or other similar causes or their consequences.•	

The Forestry Act limits logging, saying it must be limited, proportional, and reasonable. Previously, 

a questionnaire had to be submitted to the State forestry administration to determine whether an 

environmental impact assessment was required. Forests can be developed only under a manage-

ment plan specifying the impact that may be exerted on the environment. The forestry administration  

EPLP 79 Chap 5.indd   108 12.01.2012   15:02:41



108 109

The Case of Ecuador

approves the plan on the basis of previously certified criteria of sustainability, in line with auditing 

principles and procedures set forth in the regulations to the law. 

Despite these regulations, in certain areas, such as the northern and eastern Esmeraldas, illegal 

timber traffickers use management plans that are totally inconsistent with permissible logging rules. 

Illegal timber is cut and carried to contraband markets and even to legal markets. The poor use of 

mobile guards and the deficient monitoring of these guards by State forest authorities have allowed 

Ecuador to become the country with the highest annual deforestation rate in the Americas.

Ecuadorian legislation provides for sanctions such as the seizure of the timber and other forest 

products. Violations of the Forestry Act are tried in criminal court with the judge having jurisdiction to 

halt the activities. Despite this, in the regional offices of MAE, there are no records of seizures, much 

less records of timber auctions, although there should be a large number of both based on the high  

deforestation rate in the area. If the government penalties for indiscriminate logging are too low, 

those breaking the law will not be deterred. However, if the penalties are too high, they may foster 

corruption because those breaking the law will obtain greater profit from bribing the park guard 

than from paying the fine. It is possible to enforce a control system in Ecuador, but at the same time  

incentive programs should be created.

5.4.1.2  Designation of protected areas38

The Forestry Act classifies the National Natural Heritage areas, for the purpose of administering 

them, into the following categories:

National Parks;•	

Ecological Reserves;•	

Wildlife Refuges;•	

Biological Reserves;•	

National Recreation Areas;•	

Fauna Production Reserve; and•	

Hunting and Fishing Area.•	

The Forestry Act states that ‘the State’s Natural Heritage Areas should remain unaltered. For this 

purpose, plans for the management of each one of these areas shall be drawn up. This heritage is 

inalienable and indefeasible and no real right over it can be established’.39 The Act points out that 

planning, management, development, administration, protection, and control of the State’s natural 

heritage areas shall be in the hands of the Ministry of the Environment. MAE is responsible for deter-

mining and delimiting the areas that constitute the National System of Protected Areas, regardless 

of the areas already established by special laws, decrees, or ministerial agreements. The use of  

products and services from these areas is subject to administrative regulations and provisions. It 

is forbidden to occupy or alter the lands of the National Natural Heritage Areas or to damage the 

38 See generally Ministerio del Ambiente, Plan Estratégico del Sistema Nacional de Áreas Protegidas del 
Ecuador 2007-2016, 2006.

39 Article 68 of the Forestry Act. 
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demarcation of the management units or to cause deterioration of the natural resources in them. 

Privately owned lands and natural resources that fall within the boundaries of the National Natural 

Heritage areas shall be expropriated or shall be returned to the State in accordance with the respec-

tive laws.

The designation of protected areas is taking place in the midst of a complicated social and eco-

nomic scenario. The dependence of the national economy on natural resources exploitation has lead 

to constant tension between the objectives of conserving ecosystems and exploiting the richness 

contained in them. Probably the most relevant conflict has been over the exploitation and explora-

tion for oil present in 18 percent of the National Natural Heritage areas. However, the environmental  

impacts of shrimp farming, which is responsible for the destruction and degradation of the mangroves  

forests, many of them situated in conservation areas, logging, and monoculture farming (e.g., banana 

and palm plantations) must not be underestimated. Finally, unsustainable practices threaten the 

quality and integrity of protected areas. 

Social factors must also be taken into consideration. Sustained deep inequalities in access to, and 

use of, natural resources has perpetuated significant poverty. For those whose livelihoods depend 

on nature, the best economic strategy remains expanding their farms towards the páramos and 

tropical forests. State administrators often have been criticized for their seemingly careless attitudes  

toward the presence of indigenous and Afro-Ecuadorian communities, local communities, and private  

owners living inside the borders of protected areas. In many cases, this problem is exacerbated by 

the fact that communities settling in protected areas follow a way of life based on traditional values 

and conservation practices rather than on statutory laws. 

In the 1970s, the situation worsened as the government moved to increase drilling during an ‘oil 

boom’ while at the same time, indigenous people around the world were awakening to their rights. 

Ecuador has tried to maintain its contradictory approaches of exploiting and conserving resources, 

although not necessarily in harmony. It is common to see oil or mining concessions granted in territo-

ries that have been declared protected areas, or in territories that are considered traditional lands of 

indigenous or Afro-Ecuadorian communities. Because of this overlap, there is often confusion about 

the superiority or complementarities of the legal provisions that support each approach. However, 

the State seems to lack interest in clarifying the matter. To complement this scenario, a governance 

crisis caused by the high turnover in administrations and rampant corruption has weakened public 

institutions and their respect for the people’s fundamental rights.

5.4.2  Market instruments

In general, the concept of placing a value on ecosystem services is weak in Ecuador. 

5.4.2.1  Payments for ecosystem services 
Although Ecuador’s 1998 Constitution provides for the payment for ecosystem services,40 very little 
progress has been achieved. An authority, the National CDM Promotion Office of Ecuador (Oficina Na-
cional de Promoción del MDL de Ecuador – CORDELIM), has been set up as a public institution at-
tached to the Ministry of the Environment, but it has not been able to fulfil its functions for various 
reasons including:

40 Article 86 of the 1998 Constitution.
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Instability of the Ministry of the Environment , which has suffered from a high rate of turnover of •	

ministers (approximately every six months);

Lack of interest in the subject by the various ministers; and•	

The condemnation of the concept of payment for ecosystem services (PES) by social organisa-•	

tions, which claim that PES is a mechanism to put an economic value on nature and make biodi-

versity available to the highest bidder for these services.

However, Ecuador does provide a number of local PES examples.

Public PES schemes

Fondo Nacional del Agua (FONAG)

The city of Quito receives its water supply from the high Andean moorlands of the National Cotopaxi 

Park, the Antisana Ecological Reserves and the Cayambe–Coca Ecological Reserve. To guarantee 

this water supply, the Metropolitan District of Quito41 established the National Water Fund (Fondo 

Nacional del Agua – FONAG) as a permanent trust fund to receive financial resources from the  

government or the private sector. The fund was then set up by The Nature Conservancy and the 

Quito Metropolitan Sewerage and Clean Water Company (Empresa Metropolitana de Alcantarillado 

y Agua Potable de Quito – EMAAP-Q). FONAG has received financial contributions from EMAAP-

Q, from Quito’s electric power company (Empresa Eléctrica de Quito – EEQ) and from water users 

who pay a fee of 1 percent of their water bills. The Fund has an open and participatory structure. 

Each contributor is a member of the executive committee and is entitled to vote in proportion to its  

contribution. This approach helps ensure the long-term sustainability of the fund and the PES scheme. 

Through this fund, FONAG has the necessary financial resources to provide incentives and compen-

sation mechanisms to encourage local communities in the high Andean areas of the watershed to 

use conservation practices to ensure the necessary quantity and quality of water resources. 

The FONAG project attracted the interest of other municipalities, which have developed similar PES 

projects. Some of them developed agreements with local communities, which will receive social 

support, such as schools and health care. However, this method has been criticized by some local 

communities who expected to receive direct benefits. Despite its achievements, FONAG is encoun-

tering severe problems in broadening its funding base; it depends heavily on the contributions made 

by EEQ and EMAAP-Q.

San Pedra de Pimampiro42

Because of water shortages, the municipality of San Pedro de Pimampiro, in the province of  

Imbabura, drew up a project aimed at protecting clean water sources, in which the owners of land 

in the upper areas of the watershed are paid to improve the management of their forests. This PES 

project, which mainly benefits the municipaility of Pimampiro, was implemented as a pilot project 

41 Ley No. 93-46, Ley orgánica de régimen municipal para el distrito metropolitano de Quito (Organizational 
Law for the Structure of the Metropolitan District of Quito), published in Registro Oficial No. 345, 27 October 
1993.

42 See generally, ECODECISIÓN, Evaluación del impacto de los servicios ambientales en las cuencas 
hidrográficas del ecuador: Lecciones emergentes de Pimampiro y Cuenca, 2002. 
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with the New American Autonomous Farming and Livestock Association (Asociación Autónoma de 

Agricultura y Ganadería Nueva América), a group of landowners in the upper watershed. It is drawn 

from a previous project jointly implemented by the Ecuadorian Natural Resources Development  

Corporation (Corporación Ecuatoriana para el Desarrollo de los Recursos Naturales – CEDERENA) 

and the municipality titled Sustainable Management of Renewable Natural Resources of Pimampiro 

for the Maintenance of Water Amount and Quality, in which one of the objectives was watershed 

management. 

The PES project has based its approach on a scheme in which land users (New American Associa-

tion) are the sellers and the municipality of Pimpampiro is the buyer. To form a legal basis for the 

project, in early 2001, the municipality of Pimampiro issued an ordinance43 titled Water Regulations 

for the PES for the Conservation of Forests and High Andean Moorlands.

A fund was established with contributions from the Inter–American Foundation (IAF), which  

provided an initial investment of US$15,000 channelled through CEDERENA, and the Community  

Forest Development Project (Proyecto de Desarrollo Forestal Comunitario – DFC), which contributed 

US$5,000. The Fund also benefits from a 20 percent increase in the water bills, which brings in an 

estimated US$500 per month. In the town of Pimampiro, 1,350 households have water meters.

As of this writing, the Association has 24 partners, who own a total of in 638 hectares of the water-

shed. Of the 24 partners, 20 receive payments. The average farm is 43 hectares and the main sourc-

es of income for these families are farming and raising cattle. Differentiated payment categories were 

established for different land categories with payment by the hectare. Primary forests and land that 

has not been tilled receive higher payments, whereas degraded lands or lands used for farming and 

raising cattle are not eligible for any payment. To establish these differentiated payments, manage-

ment plans were drawn up for each farm, setting forth current land uses and constraints. Because 

the plan offers more for undeveloped, forested land, it favours wealthy landowners who have land to 

spare. Poor landowners tend to own the more developed, and sometimes degraded, lands, which 

receive no payments. 

Because there are not enough resources to monitor all farms for compliance with the signed agree-

ments, a system was developed to randomly monitor four farms each year. Four families are chosen 

at random and their land conditions are assessed. The monitoring is conducted by a team of tech-

nicians from the UMAR, CEDERENA, and the municipality, which sends a report to the governing 

committee before making the payment. A penalty system stipulates that any infringement of the 

agreement’s provisions is sanctioned by exclusion from the program for one fiscal quarter the first 

time and two quarters for the second infringement. The third infringement leads to the expulsion of 

the participant from the payment system. All other farms receive the stated payments for that year, 

but they are aware that they may be selected for monitoring on any given year.

Evaluating the two cases

The two PES experiences described have some common points:

43 The ordinance setting up the fund has 13 articles and covers the following topics: introduction to the fund, 
activities and groundwork for the establishment of the fund, financing and managing the fund, ecosystem 
categories, candidates eligible for payment and penalties.
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They are voluntary agreements.•	

There are difficulties in monitoring, especially issues related to the protection of biodiversity.•	

The costs for monitoring and technical assistance are charged to the local people.•	

The projects perform without a legal base at the national level. In each case the projects have  •	

created special authorizing regulations at the local level.

Local people fulfil their contract obligations. According to reports, less than 5 percent of the cases •	

show non-compliance.

Regarding the development of public PES schemes, the following can be said:

Public PES schemes can be created and regulated by local units of government because the 1998 •	

Constitution made municipalities autonomous, which means they have the power to regulate local 

issues as long as they do not contradict national legislation.

Since other municipalities are starting to think about following the FONAG example, there is a •	

clear need for national legislation to build a reliable framework for PES projects in the future.

Private PES schemes

FACE Forestation Program (PROFAFOR)44

Since 1993, the Dutch Foundation Forest Absorbing Carbon Dioxide Emissions (FACE), whose  

principal goal is carbon sequestration by forests, has provided support and funding to help  

develop the FACE Forestation Program, PROFAFOR del Ecuador. In December 2000, the auditing firm  

Societé Genérale de Surveillance—SGS, issued a project design certificate for PROFAFOR stating 

that it is eligible for the auditing and certification service of a greenhouse gas (GHG) project. 

The Program for the Reduction of Emission Units specifies that the units for the reduction of  

emissions stemming from the project’s activities amount to 2.5 million tons of CO2. These credits 

were the first to be granted to plantations rather than natural forests, as in other countries. But 

the certification was granted not only for the amount of carbon absorbed or fixed, but also for the  

management of the plantations in line with the criteria and principles of the Forest Stewardship 

Council (FSC). PROFAFOR aims at establishing plantations with native species to contribute to main-

taining biodiversity, avoid competition with crops, and use a sustainable approach for timber produc-

tion. Regarding the economic benefits, the parties negotiate an amount to be paid per hectare and 

the number of hectares of community lands to be earmarked for the project. The payments range 

between US$100 and US$189 per hectare.

The project has been criticized by some landowners because they felt it did not make clear the 

start-up costs involved in carrying out the management plans. Although the initial calculations of 

payments looked attractive, they did not realize that when the cost of the seedlings and the techni-

cal assistance the first three years of the plantation’s establishment, provided by PROFAFOR, was 

deducted from their payments, they would receive only about half the original figure.45

44  See generally PROFAFOR: www.profafor.com, (accessed 27 August 2009). 

45 See generally Granda, P. ‘Monocultivos de árboles en Ecuador’, Movimiento Mundial por los Bosques 
Tropicales Boletín número 106 (2006). 
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Forests for Conservation46

The Forests for Conservation Foundation (Fundación Bosques para la Conservación) is a non- 

profit organization established by the Dutch FACE to use carbon trading schemes to assist with the  

management of natural forests. The purposes of the agreements are to: 

Guarantee that natural ecosystems maintain their natural status, guarantee carbon sequestration •	

and to avoid emissions stemming from deforestation;

Conserve the diversity of wildlife;•	

Prevent any action aimed at reducing the ecological, landscape or aesthetic value of the  •	

conserved area;

Maintain or improve the quality of life of neighbouring communities and promote their develop-•	

ment in harmony with nature; and

Conserve, protect, and build up an ecologically balanced environment in the Republic of  •	

Ecuador.

With Forests for Conservation Foundation grants, owners of natural forest can develop and  

continue activities compatible with conservation, such as ecotourism and research using a sustainable  

approach. For each owner, a management plan is agreed upon that includes:

A map and general description of the area;•	

The main conservation and rehabilitation activities to be carried out;•	

A payment timetable; and•	

An estimate of the amount of carbon stored in the conservation area. •	

Once a contract is signed, the obligations of the partners are shared. The owner must pay the costs 

to implement the management plan, and the foundation reimburses the owner after submission of an 

invoice, in line with the budget agreed upon. The contract gives the Forest Conservation Foundation 

the exclusive trading rights to any carbon dioxide that is fixed and stored by the natural forest in the 

conservation area. It can sell these rights to companies that are interested in offsetting their carbon 

dioxide emissions.

For example, in 2005, the Foundation signed an agreement with a Dutch electric power company to 

conserve 6,000 hectares of natural forests in Ecuador. The Foundation’s goal is to conserve forests 

in two areas of the country: Nono-Tandayapa-Mindo and the Napo River basin (cantons of Tena, 

Loreto, and Orellana). It designed a PES scheme with regard to the carbon stored in these forests. 

So far, three forest conservation contracts have been signed by private owners in the sectors of La 

Sierra, Tandayapa, and Pahuma, parish of Nono, canton of Quito, province of Pichincha, for a total 

of 2,150 hectares. 

46 See generally http://www.profafor.com/index.php?option=com_content&task=view&id=20&Itemid=76, 
(accessed 27 August 2009). 
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Gestion Sostenible de Recursos Naturales Program

The Sustainable Natural Resource Management Program (Gestion sostenible de recursos naturals 

-- GESOREN) of the German Technical Cooperation Agency (GTZ) in Ecuador is aimed at helping 

rural people use environmentally sustainable strategies and mechanisms to increase their income 

and improve their quality of life. The valuation of ecosystem services section of the GESOREN Pro-

gram promotes conservation incentive agreements as a volunteer mechanism between the local 

population and the GTZ to ensure the conservation of biodiversity and support improvements in 

quality of life. In 2003, GTZ, together with Conservation International (CI), set up a partnership with 

three Chachi communities, El Encanto, Capulí, and Corriente Grande,47 which comprise about 300 

families. A Chachi community conservation area called the Great Chachi Reserve (La Gran Reserva 

Chachi) was created. Since then, they have worked together to determine how the Chachi communi-

ties can provide conservation services and how they can be compensated for the restrictions on their 

land needed to ensure the conservation of its biodiversity.

In 2005, an agreement was signed with the three Chachi communities, stipulating that they would set 

aside 7,200 hectares for a conservation core zone plus 11,500 surrounding hectares as a buffer zone. 

The agreement established a community fund to finance compensation. 

The Chachi communities negotiated the type of payments for social and production services that 

they felt was fair for their agreement to set aside land for conservation. Payments were calculated 

on the basis of opportunity costs for the non-use of the forest. Annually, compensatory payments of 

US$36,000 were made to the communities (US$5 per hectare per year). Ownership of the conserved 

territory remains with the three communities. 

During the first two years of implementation, financial contributions were made by international organ-

isations such as CI, GTZ, and the U.S. Agency for International Development (USAID). The payments 

were invested by the community on the basis of annual plans agreed upon by the communities and 

adopted by an advisory committee, comprised of the project’s local coordinator, one representative 

for each Chachi Center, one representative of the GTZ and one of CI. These criteria made it possible 

to conduct environmentally and socially friendly activities in the buffer and sustainable-use zones. 

Likewise, the communities agreed on management rules and mechanisms, such as access rules and 

use of native resources located in the core zone, aimed at protecting and conserving the area.

Furthermore, a monitoring and evaluation system established by a consensus-based and participa-

tory process was implemented on the basis of three elements: 

Forest ranger patrols;•	

Biological monitoring (transects); and •	

Yearly review of aerial photographs to monitor change.•	

47 The Chachi centres are located in the canton of Eloy Alfaro, province of Esmeraldas in the upper river basin 
of the Cayapas and Onzole rivers, which is part of the bioregion of the El Chocó of Ecuador.
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The agreements signed with the communities involve mutual benefits including:

Contributions toward economic development and upgrading the living conditions of the  •	

indigenous communities;

Collaboration in the conservation and protection of areas with a high concentration of  •	

bio-diversity;

Interconnection between the core conservation zone and the Cotacachi-Cayapas Ecological  •	

Reserve (Reserva Ecológica Cotacachi-Cayapas – RECC); and

Possibility of replicating this model in other communities adjacent to the RECC, thus setting up a •	

buffer zone.

Obstacles for PES schemes

The use of PES as a conservation instrument for Ecuador is a very sensitive topic. Opposing PES 

schemes are some communities of indigenous peoples, who have defined themselves as nations, 

and have their own cultures, traditions, and language. Each indigenous people has its own vision of 

what is meant by environmental protection. These visions depend on ancestral cultural and conser-

vation practices in which land is viewed spiritually as their Mother (Pachamama), who endows them 

with life and food and should not be defined by economic values or regulated by outsiders‘ manage-

ment schemes. Some national and international NGOs also oppose the use of market instruments, 

such as PES.

On the other side, there are national and international stakeholders with a strong interest in using 

PES as a conservation instrument. However, they often face social and legal barriers. Since the 

national authorities have not been able to control and monitor this situation in the past, a national 

dialogue among stakeholders should be promoted to achieve a consensus on the future direction of 

PES in Ecuador.

In addition, it must be noted that policies and legislation need to be expanded to cover ecosystem 

services. So far, only little advances have been made on this subject. Article 74 of the Constitu-

tion (2008) states: “Individuals, communities, peoples and nations have the right to benefit from 

the environment and natural resources that allow them to live well. Environmental services are 

not subject to appropriation; their production, delivery, use and development will be regulated by 

the state.” However, the Ministry of Environment still needs to develop regulations which clarify the 

scope of this provision and ensure its implementation. 

Furthermore, objective 4 of the National Plan for Good Living (2009-2013) is ‘to guarantee the rights 

of nature and to promote a healthy and sustainable environment’. To this end, policy 4.7 requires 

the incorporation of an environmental approach in all social, economic and cultural public policies. 

This creates the need for the development of plans and programmes which promote the sustainable 

use of the country’s natural heritage, and the generation of knowledge about biodiversity and eco-

system services. However, incentives for this are only scattered in the legal and policy framework. As 

a consequence, only private initiatives have been developed which are mainly based on the legal and 

policy frameworks of the municipalities. Therefore, the following steps are recommended: 
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Generate accurate information on PES processes;•	

Create dialogue and reflection spaces as a result of the conflicting views on PES;•	

Strengthen the environmental authorities to lead these issues nationally; •	

Establish a legal framework for PES; and•	

Continue to execute projects depending on new regulations and national consensus.•	

5.4.2.2  Other economic incentives 

Certification

Using green certification as an economic incentive is a long process of which Ecuador is still at the 

beginning. In the past 10 years, it has become more common to see environmental certification  

labels for vegetables, especially bananas, lettuce, and tomatoes. Since local producers must  

compete with cheaper foreign products from Colombia or Peru, it is important for the country’s  

banana exports to carry the label ‘organic banana’. However, within the country, only middle-class 

and rich consumers have learned about the importance of the certification of products. 

Compared with other South American countries, Ecuador has few certificated industries. In 2007, 

the private sector organized the Sustainable Development Enterprises Counsel. Located mainly in 

Guayaquil city, it is an important organisation that combines environmental and social responsibility. 

Unfortunately, its members compose less than 5 percent of Ecuadorian enterprises. Certification is 

not popular among the public because many see this as a marketing effort rather than an environ-

mental contribution. 

It is possible to find interesting ecotourism activities through the Ecuadorian Ecotourism Association 

(Asociación Ecuatoriana de Ecoturismo – ASEC), an NGO that brings together most of the private 

and community ecotourism initiatives in Ecuador. Since 2001, it has been working on an ecotourism 

certification program for its members, with the backing of the Rain Forest Alliance, an international 

NGO, with legal and institutional support from the Ministry of Tourism of Ecuador. The Rain Forest  

Alliance helps with technical support and monitors compliance with the evaluations before and  

during certification and also funds 50 percent of the certification process. The Ministry of  

Tourism helped draft the standards for certification and provides its endorsement of the process. The  

standards used for certification include sound practices for liquid and solid waste disposal, good 

water management, biodiversity and forest conservation actions, and energy saving practices.

Nevertheless, the project has not been able to get off the ground. Furthermore, unless the certified 

tourist sites are publicized and promoted, few benefits will be obtained from them. National con-

sumers do not seem to recognize the added value of an environmentally managed facility.

Attracting international tourism to Ecuador is viewed by public, private, and communitarian sectors 

as a post-oil alternative for foreign exchange dollars. Currently, Ecuador has only about 600,000 

international visitors per year. The State budget for the Ministry of Tourism is less than US$25  

million per year. The law saying that tourist activity should be executed by private companies  

under the Company Law makes it difficult for indigenous communities to develop local ecotourism 

programs. Various sectors have proposed legal changes to allow indigenous, Afro-Ecuadorian, and 

legally organized farmer’s groups to work in tourism. Eco-tourism could protect and promote native 
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culture and provide an enterprise that encourages sustainable management of renewable resources. 

However, the private sector opposes tourist operations by NGOs and local communities unless they 

fulfil the same requirements as private tourism companies. 

In protected areas, an additional tourism license is required by the MAE. Although in the past coor-

dination between the MAE and the Ministry of Tourism had many complications, there is now more 

coordination and transparency between the two authorities. 

In 1997, the Special Law of Tourist Development published deep modifications to the tourist regime, 

incorporating new elements including declaring ecotourism as a tourist activity, enabling the Ministry 

of Tourism to license tourism projects in local communities, and encouraging tourism in protected 

areas.48 

5.5  Summary

Ecuador offers a fairly comprehensive Constitutional framework for environmental matters, but it has 

not addressed payments for ecosystem services in legislation and other environmental legislation 

could be more clearly defined. The Constitution recognizes the primacy of the public interest in the 

conservation of ecosystem services. 

There have been advances in important policies such as the National Strategy for Forest Sustain-

able Development of 2000 and the National Biodiversity Strategy of 2001, but because they are not 

backed by the force of law, the ministries have not given them priority. 

Enforcement of environmental and forest laws is lax and illegal logging is rampant. Inefficient man-

agement of public institutions (and many private institutions), lack of adequate funding, and cor-

ruption of public officials have been the main limitations on meeting environmental goals set by the 

State. 

Despite inertia at the national level, a number of localities such as Quito and Pimampiro, often with 

the help of international NGOs, have instituted promising innovative programs involving PES. Al-

though many NGOs are active (there are 101 NGOS per 1 million population), public opinion is not 

always enthusiastic about environmental issues. Moreover, indigenous peoples remain suspicious of 

the intent of international NGOs.

Projects to conserve ecosystem services promoted by international NGOs such as the Nature Con-

servancy, Conservation International, and the Wildlife Conservation Society, have been criticized by 

people who believe these organisations are connected with oil or mining companies. Perhaps an on-

going public forum is needed to define criteria for a national environmental agenda including delicate 

subject of conservation and valuing of ecosystem services. 

48 Ley especial de desarrollo turístico, published in Registro Oficial No. 118, 28 January 1997, replaced by  
Ley No. 2002-97, Ley de turismo, published in Registro Oficial No. 733, 27 December 2002. 
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6.1  Overall findings

The concept of ‘governance of ecosystem services’, as examined in this study, includes the emerging 

processes, decisions, and activities affecting ecosystems and their services to humans. The interplay 

of governmental, intergovernmental, nongovernmental, private sector, and civil actors on all levels 

is conducted within a legal frameworks defined by national constitutions, environmental and other 

legislation, and customary laws. When this legal framework provides clear definitions, institutional 

roles, incentives for coordination and innovation, and societal understanding of ecosystem services, 

programs are more likely to work in concert. Although few countries offer a solid integrated legal and 

framework for governance of ecosystem services, most offer some starting point in law and/or policy 

for pursuing better ecosystem service governance. 

Institutional frameworks are usually set up by legislation. Institutions that are able to coordinate with 

their peers and integrate with other levels of government are more likely to be successful in gover-

nance of ecosystem services than institutions that remain locked in silos. A clear legislative mandate 

for a new institution as well as recognition of the need to coordinate multiple institutions (e.g. environ-

mental, agricultural, forestry, financial) in governance of ecosystem services are keys to success.

Recently a number of innovative policy and financial instruments have emerged to protect ecosystems 

and improve ecosystem services. Countries pick and choose among these instruments to suit local 

and national needs, with no discernable trend in the four countries studies towards either government 

run or free market instruments. 

The authors of the four country studies (local experts with in-depth knowledge of the legal milieu and 

the relevant institutions) have researched and summarized the legal and institutional frameworks and 

the instruments in place for the governance of ecosystem services. The authors examined the overall 

functioning of governance of ecosystem services in their country, highlighted shortcomings, and 

offered recommendations for improvement. Their overall evaluation is summarized for each country.

6.1.1 Cameroon

In Cameroon, the concept of ecosystem services lacks recognition in society as well as formal 

establishment in the constitution or legislation. However, the concept of ecosystem services could 

be easily taken up by the Cameroonian legislature. A main concern regarding the legal framework 

is that the country’s two often-contradictory legal regimes – statutory and customary law – may 

provoke conflicts with indigenous and local communities over land use. Regarding the institutional 

framework, corruption as well as a general lack of funding are major obstacles. Cameroon lacks data 

on ecosystem services and their value. Despite plans and requirements for environmental reporting, 

no comprehensive reporting is currently taking place.
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6.1.2 Ecuador

Ecosystem services are mentioned in the new Constitution of Ecuador and conservation of 

ecosystems is mentioned in the country’s Environmental Management Act as well as in several policy 

instruments. Problems arise from the clash of statutory law and customary rights with regard to the 

land tenure of indigenous peoples. Data on land tenure rights is limited. Despite promising initiatives, 

the government suffers from a lack of inter-institutional coordination. PES schemes have not been 

established by legislation and there are no national schemes, but some local schemes exist, even 

without a policy framework. Creating a legal basis for these PES schemes would help insure their 

long-term success. Information gathering, stakeholder dialogue to resolve differences, strengthening 

relevant institutions, establishing a legal framework, and transferring existing local schemes into a 

national framework would help improve governance of ecosystems in Cameroon.

6.1.3 China

China has a legal framework for environmental issues based on its Environmental Protection Law, 

with various other laws focused on pollution control, conservation, and protection. However, none 

explicitly include ecosystem services. China’s institutional environmental framework is sector-

focused and lacks coordination, especially in the vertical dimension. Thus, it often fails to effectively 

implement policies and programs. Because of China’s large size, a bottom-up participatory approach 

may produce more effective environmental governance. Governance of ecosystem services could be 

improved by developing a suitable definition of ecosystem services, improving the legal framework, 

and deploying several instruments for the governance of ecosystem services, including economic 

instruments, in which the government pays land owners or users to convert farmland to forest or 

restore degraded lands. In China, purely market based instruments for the governance of ecosystem 

services do not exist. The author also recommends improving monitoring standards for ecosystem 

services and their valuation. 

6.1.4 Costa Rica

Because Costa Rica has been a pioneer in PES, the country study mainly focuses on its PES 

framework. Most current PES schemes involve the government issuing certificates, (e.g. for green-

house gas reductions), which are subsequently sold. Costa Rica’s Forestry Act defines and regulates 

ecosystem services. Ecosystem services recognized by law include the mitigation of greenhouse 

gases, the provision of clean drinking water, and biodiversity-related services like genetic diversity 

and cultural services (e.g., scenic beauty). The Biodiversity Act also contains references to ecosystem 

services. PES schemes are implemented and managed by a special institution created for that 

purpose. This institution also maintains a database on the PES projects. Costa Rica’s main challenge 

is to extend its PES schemes to poor areas of the country, where deforestation and illegal timber 

extraction are still severe problems. 

6.1.5 Country summary

From these case studies the differences between the four countries’ situations become clear: Costa 

Rica, as the pioneering country, possesses a sophisticated legal and institutional framework tailored 

for the governance of ecosystem services mainly through its PES schemes. The country is a success 

story in spite of its scarce financial resources. China, as a country with an economy in transition has,  
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on the one hand, an advanced environmental legal and institutional framework as well as instruments 

and programs that could be transformed to include ecosystem services. On the other hand, the mere 

size of the country imposes special challenges for the coordination and implementation of activities. 

Whereas Ecuador presents promising local initiatives, Ecuador and Cameroon reflect the situation 

of developing countries, in which deforestation, land-tenure disputes with indigenous peoples,  

institutional barriers, and the lack of financial resources pose serious problems to the governance  

of ecosystem services. 

The following sections compare the findings from the four countries regarding their legal frameworks, 

institutional frameworks, and the instruments used for the governance of ecosystem services as a 

prelude to developing the lessons learned into general suggestions. 

6.2  The legal framework 

The following elements were gleaned from the countries’ legal frameworks regarding the governance 

of ecosystem services:

6.2.1 Constitutions

The 2008 constitution of Ecuador refers to ecosystem services in a chapter on environmental rights. 

Article 74 states that it is not possible to take possession of environmental services and that the 

production, provision, use, and exploitation of environmental services will be regulated by the State. 

The constitutions of Cameroon, Costa Rica, and China do not mention ecosystem services explicitly. 

Cameroon’s constitution authorizes protection of the environment and recognizes the role of environ-

mental resources in development. It grants citizens a ‘right to a healthy environment’. Costa Rica 

also establishes the right to a healthy and ecologically balanced environment. In China, the consti-

tution provides for the State to ensure the rational use of natural resources and the protection of rare 

animals and plants.

6.2.2 General environmental laws

All four countries have general environmental laws, none of which explicitly mentions ecosystem 

services. Yet, by defining the relationship between government, citizens, and the environment and by 

establishing general policies and processes, the general environmental laws play important roles in 

the legal framework for the governance of ecosystem services. A framework law sets the stage for 

more specific environmental legislation.

In Cameroon, the 1996 Environmental Framework Law propagates a holistic view of the environment. 

It mandates the government to develop and implement environmental policies and instruments, 

establish environmental standards and research and gather information on environmental issues. It 

establishes an environmental planning process and provides for public participation. Furthermore, 

it creates coordinating institutions, oversees a financial mechanism, and provides the basis for 

economic instruments. 

In China, the 1989 Environmental Protection Law establishes overall aims to protect the human and 

ecological environment and to control pollution. It serves as basis for more specific laws in different 

environmental sectors. 
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Costa Rica’s Organic Environmental Act frames general provisions regarding environmental impact 

assessment, land planning and expropriation, relevant classifications and definitions, as well as 

concepts like ‘sustainable development’. 

Ecuador’s Environmental Management Act contains provisions on environmental impact assessment, 

gives definitions, grants participatory rights in environmental management, coordinates institutional 

responsibilities, and serves as a basis for national environmental strategies. It also standardizes the 

mechanisms for issuing environmental permits. 

6.2.3 Ecosystem related laws

All country studies describe sector-specific environmental laws, which are important in the legal 

framework for the governance of ecosystem services, although they rarely mention the concept 

of ecosystem services. It is notable that in all four countries a forestry law plays a special role in 

the governance of ecosystem services. In Costa Rica, forestry law is crucial for the governance of 

ecosystem services and Cameroon specifically refers to the concept. The country studies refer to 

the following legislation: 

In Ecuador, the Forestry Act regulates the exploitation, administration, and management of forests, •	

protected natural areas, and wildlife; the Biodiversity Law is of minor significance; and various 

uncoordinated legislation regulates mangroves. 

In China, the 1998 Forestry Law establishes a mechanism for conservative forestry management •	

and administration, financial instruments, and a reforestation program. The Protected Areas Law 

regulates areas managed with different conservation aims. The 2001 Desertification Prevention 

and Control Law provides for research on the causes of desertification and for planning and 

implementation of prevention and control measures. The 1985 Grassland Law regulates grassland 

ownership, use, and management, including a dispute resolution process, with the aim of the 

sustainable use of grasslands and their ecosystem services. Environmental Impact Assessment 

is regulated by a 2002 law. The 1991 Water and Soil Conservation Law is also important in gover-

nance of ecosystem services.

In Cameroon, the 1994 Forest Law contains an explicit reference to forest ecosystem services and •	

provides for their sustainable management, thereby linking environmental, economic, and social 

concerns. 

Costa Rica’s 1996 Forestry Act is the country’s core legislation on the governance of ecosystem •	

services. It introduces the concept of ecosystem services, gives a definition, and establishes a 

compensation mechanism. The 1998 Biodiversity Act of Costa Rica deals with the protection and 

consolidation of protected wildlife areas and provides for the conservation and sustainable use 

of forest resources, including incentive programs. The Wildlife Conservation Law of 1992 sets tax 

incentives for private sustainable land management commitments. 

6.2.4 Indirectly relevant laws

In Ecuador, the Agricultural Livestock Development Law, though not explicitly an environmental law, 

plays an important role in the governance of ecosystem services because it concerns land tenure 

and land use. The Special Law of Tourist Development alludes to ecosystem services in the area  
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of ecotourism. In relation to the ecosystem service of water provision, the Law Regulating Public 

Services in Costa Rica applies. The Law for Fishing and Aquaculture protects wildlife areas. In China, 

laws on land tenure like the 1998 Land Administration Law and the 2002 Country Land Contracting 

Law, as wells as the 2002 Agricultural Law, regulate some aspects of ecosystem service governance. 

In Cameroon, the Finance Law is relevant because it regulates financial incentives, mainly tax reduc-

tions, that can be used as incentives in the governance of ecosystem services. 

6.2.5 Statutory and customary law

In Cameroon, there is often a clash between statutory and customary laws concerning the ownership 

of forest lands and the use of forest resources. The same is true for Ecuador, where, in 30 percent of 

the protected areas, people claim land tenure rights based on customary law. These differences in 

statutory and customary rights can complicate the governance of ecosystem services.

Table 1 Overview of the legal framework for the governance of ecosystem services

Constitution General  

environmental 

law

Ecosystem related law Relevant  

customary law
Forestry law Other relevant 

laws

Cameroon + + ++ + +

China + + + + –

Costa Rica + + ++ + –

Ecuador ++ + + + +

+  = Law exists, but no special reference to ecosystem services

++  = Law exists with special reference to ecosystem services

– = No law exists

6.3  The institutional framework 

In all countries except Costa Rica, the national institutional framework shows a scattered distribution 

of responsibilities and authority, complicating the governance of ecosystem services on both the 

horizontal (authority and coordination among agencies at the national level) and vertical (lines of 

authority and coordination among institutions at the national, state, and local levels) dimensions.

6.3.1 Horizontal and vertical dimensions 

On the horizontal dimension, for example, Costa Rica’s institutional framework shows the Ministry 

of the Environment and Energy as being in charge of environmental issues. However, ecosystem 

services are addressed by the subordinate State Forestry Authority and its lower authorities, the 

National Conservation Areas (SINAC), the National Forestry Financing Fund (FONAFIFO), and the 

National Forestry Office. While both, SINAC and FONAFIFO are concerned with payments for 

ecosystem services, FONAFIFO plays a bigger role, as it was created especially for this purpose. 

Both institutions maintain offices at the local level, filling the vertical dimension of the institutional 

framework. (In the other three countries, no specialized institutions dealing with PES were found.)
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In China, the institutional framework is far more complex. On the vertical dimension, there are four 

levels of hierarchy: central government, provincial level, prefectural level, and county level. On the 

horizontal level, various sectors are relevant for the governance of ecosystem services, namely environ-

mental protection, forestry, agriculture, planning, finance, and auditing. The sectoral institutions are 

present on all vertical levels, starting with the State Forestry Administration, the Ministry of Agriculture, 

the Ministry of Environmental Protection, the National Development and Reform Commission, the 

Ministry of Finance, the State Auditing Agency and the Ministry of Water Resources.

In Cameroon, the horizontal dimension relevant for the governance of ecosystem services consists 

of the Ministry of Forestry and Wildlife, with its National Agency for Forest Development, and the 

Ministry of the Environment and Nature Protection. Additionally, the Ministry of Lands and State 

Property plays an important role. On the vertical dimension, authority regarding land use and urban 

planning is found at the local level. 

In Ecuador, the institutional framework for the governance of ecosystem services is led at the national 

level by the Ministry of the Environment, the Ministry of Agriculture and Livestock, the Ministry of 

Energy and Mining, and the Ministry of Urban Development and Housing. The Armed Forces also 

plays a role in processing geographical data. Further relevant institutions are found on the regional, 

provincial, and local levels. 

6.3.2 Coordination

In Costa Rica the coordination of ecosystem services programs, and mainly the instruments of 

payments for ecosystem services, lies with SINAC and FONAFIFO and is evaluated positively. In 

China, the Leading Group for Western Region Development of the State Council is responsible for 

coordinating all relevant institutions regarding a special program on grassland ecosystem services. 

Apart from this program, institutional coordination is described as weak. The same lack of coordi-

nation is described in the Cameroon country study. However, Cameroon has an Inter-Ministerial 

Committee on the Environment to integrate environmental issues. Interestingly, Cameroon is the only 

one of the four countries that is part of an international coordination body, the Congo Basin Forest 

Commission. In Ecuador, despite initiatives for institutional coordination, sufficient coordination is 

still lacking. 

6.4  Instruments for governance of ecosystem services 

The countries examined in this study use different instruments for the governance of ecosystem 

services. All countries use almost all categories of instruments, but their specific design varies 

widely. 

6.4.1 Environmental impact assessment

All four countries have laws on environmental impact assessment (EIA) that are implemented in 

practice. Costa Rica introduced procedures in 2004 and China passed a law in 2002. In Ecuador and 

Cameroon, EIA is part of the general environmental laws. 

6.4.2 Protected areas 

The designation of protected areas is another instrument used by all four countries. Costa Rica has a 
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sophisticated system of protected areas with administration at all levels and public as well as private 

reserves. In China, nature reserves are a well established instrument, with three general management 

zones allowing different uses. Ecuador has seven types of ‘national heritage of natural areas’, from 

protected areas to hunting and fishing areas. Cameroon also has different categories of protected 

areas

6.4.3 Zoning

In China, ‘ecological function zoning’ is used to demonstrate the value of ecosystem services, to 

achieve coordinated management of these services, and to regulate and plan activities to sustainably 

use natural resources. In Costa Rica, zoning is not directly related to PES schemes; however, private 

projects must be in compliance with a zoning plan. Ecuador has a basic zoning system that regulates 

human activities in core and buffer zones. In Cameroon, zoning is applied to forested areas, which 

are categorized as ‘permanent’ or ‘nonpermanent’ forests. 

6.4.4 Environmental planning

In Costa Rica, the National Forestry Development Plan provides a framework instrument for forests, 

balancing conservation and user interests. In China, a number of planning processes for different 

sectors deal with land use and the allocation and use of natural resources. In Ecuador, management 

plans specifically refer to the management of protected areas. Cameroon foresees management 

plans under its forestry law aimed at the sustainable use of forest goods and services. 

6.4.5 Taxes and charges

Costa Rica does not impose special eco-taxes, but funds used for some of its PES schemes stem 

from fuel taxes. Furthermore, tax reductions are used as economic incentives for conservation 

measures. The Environmentally Adjusted Water Use Fee generates compensation for conservation 

measures. In China, environmental taxation is being developed and improved, while tax exemptions 

as incentives are already in place. For Ecuador, a local example of water-use fees is mentioned. 

Environmental legislation in Cameroon provides for tax exemptions as incentives for conservation 

measures. However, these provisions are not always implemented by State financial authorities. 

6.4.6 Payments for ecosystem services
As mentioned earlier, Costa Rica is a pioneer in developing PES schemes with five national programs 
in place: (1) The Biodiversity Conservation Trust Fund, which encourages private landowners to 
manage their forests as a protected area in exchange for property tax relief; (2) the Certificate of 
Environmental Services, which allows users of ecosystem services to pay the owner of land that 
provides these services for their conservation; (3) the Pago por Sercvicios Ambientales, in which 
the State pays for conservation activities; (4) the environmentally adjusted water use fee; and (5) the 
trading of carbon credits within the framework of the Kyoto Protocol. 

China uses slightly different PES schemes, with the State paying for the conversion of farmland 
into forest or for the restoration of degraded lands. Examples include the National Forest Ecological 
Function Compensation Fund; the Public Fund for Ecological Compensation in Zhejiang Province; 
payments to convert cropland to forests; and the Priority Forestry Projects, which include natural 
resource conservation, forestation, water and soil loss treatment, desertification control and  
restoration, wetland protection, and biodiversity conservation. 
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Ecuador has no PES schemes at the national level; however, local examples are in place, involving 

both public and private payments. The National Water Fund encourages local communities in the high 

Andean areas to conserve water-related ecosystem services. For the same purpose, the municipality 

of San Pedro de Pimampiro established a scheme to influence land use. The private PROFAFOR 

program pays for the establishment of plantations with native species to maintain biodiversity, avoid 

competition with crops, and use a sustainable approach for timber production. The Forests for 

Conservation Foundation uses carbon trading schemes for the management of natural forests. The 

Gestion Sostenible de Recursos Naturales program compensates poor rural communities for forest 

and land conservation activities. 

No example of a PES scheme was found in Cameroon. 

6.4.7 Public information instruments

In Costa Rica, an information system for the forestry sector could be a model for public information 

instruments regarding the governance of ecosystem services. In China, a classic public information 

instrument, environmental labelling, is used and a specific institution, the Environmental Labelling 

Certification Centre was set up to manage it. Ecuador is expanding its certification efforts, especially 

in the area of eco-tourism. In Cameroon, timber certification plays an increasing role. 

6.5  Developing a framework for governance of ecosystem services

This study clearly shows the relevance of appropriate legal frameworks in the governance of 

ecosystem services. In all countries, laws and regulations drive development of instruments and 

institutions related to different ecosystem services. At the same time, incomplete legal frameworks, 

as well as lack of implementation and enforcement, are obstacles to the successful governance of 

ecosystem services. 

It is not necessary for ecosystem services to be mentioned in a country’s constitution; constitu-

tional provisions generally refer only to broad environmental rights. Furthermore, no special law 

on ecosystem services seems to be required. Even Costa Rica, as the pioneer country, does not 

have a specific law on ecosystem services; rather, ecosystem services are regulated by the Forestry 

Law. Although none of the country analyses demands creation of a special ecosystem services law, 

anchoring the concept in the legislation seems to be crucial for the coordinated functioning of the 

various instruments that protect ecosystem services. 

A rough picture emerges indicating which steps are necessary for a successful framework for the 

governance of ecosystem services. Figure 1 shows the basic steps recommended to develop a 

framework.
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Figure 1  Steps to the creation of a successful governance of ecosystem services framework

When establishing the legal framework for governance of ecosystem services, the steps outlined 

in Figure 1 must be anticipated. A good starting point is the clear defi nition of the term ‘ecosystem 

services’ to ensure a consistent understanding of the concept and its scope by all actors. In Costa 

Rica, a precise defi nition of ecosystem services in the Forestry Law gives clarity to all related 

activities. Rather than creating a stand-alone ecosystem services law or regulation, it might be 

advisable to include the concept in an environmental framework law, which, in some form, exists 

in every country examined for this study. Environmental framework laws provide an ‘anchor’ to 

mainstream the concept of ecosystem services into all sectoral environmental laws and regulations. 

The legal framework needs to establish an institutional set-up for the governance of ecosystem 

services. Based on the existing legal framework, institutions implement laws and policies and use the 

various instruments to protect ecosystem services. It is advisable to locate the responsibility for the 

governance of ecosystem services within a single institution, to ensure cooperation among relevant 

institutions. All country study authors were critical of the lack of coordination among government 

Legal Framework

Institutional Framework

Step 1
Information gathering on  

existing ecosystems

Step 2
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Step 3 
Development of plans  
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Step 4
Implementation of  
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agencies. Costa Rica provides a promising example for coordination: a single institution is in charge 

of leading, at least, the payments for ecosystem services schemes. 

The legal framework should also contain provisions for gathering information on the location, compo-

sition, and condition of all ecosystems and their services, as well as related tenure rights. The case 

study on China emphasized the need for monitoring standards and for keeping information on 

ecosystems and their services up to date. Mapping ecosystems and the socio-economic value of 

their services further facilitates the determination of the most suitable instruments for their gover-

nance. In addition, a process for the socio-economic valuation of ecosystem services could ensure 

a consistent application of valuation criteria. 

In any case, it is important to note that mapping and valuation should follow ecosystem, rather than 

administrative, boundaries. This approach will promote efficiency as well as effectiveness in gover-

nance of ecosystem services. Furthermore, as the boundaries of ecosystems usually do not fall neatly 

within the frontiers of a single country, this approach can improve collaboration among neighbouring 

countries. For example, Cameroon belongs to the Congo Basin Forest Commission, an initiative 

of Central African States that engages in concerted action regarding forest-related challenges like 

illegal logging. Such international cooperation often starts with joint data collection and the creation 

of transboundary ecosystem services maps. 

Finally, an appropriate legal framework needs to provide for an adequate mix of instruments to 

govern ecosystem services. The case studies do not indicate a clear preference for particular instru-

ments, or even between direct regulation and market-based instruments. In fact, a combination of 

instruments seems the best strategy for a successful governance of ecosystem services, because 

it allows consideration of local conditions. Such flexibility is crucial when responding to the needs 

and interests of various stakeholders in establishing instruments for the governance of ecosystem 

services. Especially in countries with indigenous populations and potential conflict of statutory and 

customary laws, applying rights-based approaches to governance of ecosystem services will help 

create the necessary acceptance for the chosen instruments.

In sum, the four country studies underline that ecosystems and their services are often governed by 

a multitude of fragmented legislation and institutions. However, the studies also successfully show 

that there is no need for earthquake-like reform of legislation and institutions. In fact, countries often 

already possess relevant legislation, such as an environmental framework law, which can accom-

modate the concept of ecosystem services (the precise definition of the concept of ecosystem 

services in law being an important step). Furthermore, legislation and mechanisms for gathering and 

providing environmental and other relevant information are also often in place. 

The challenge for policy and decision makers will be to improve the use of existing instruments, 

to ensure compliance with such instruments, and to make the right choices in the governance of 

ecosystem services. Decisions must be based on the best available scientific, economic, and social 

information. This information is the basis for strategic planning that finds the right balance between 

ecological, economical, and social interests. As will be seen in Chapter 7, spatial planning provides 

a promising instrument in this regard. 
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7.1  The need for spatial planning in governance of ecosystem  

 services 

Many environmental policies, laws, institutions, and programs related to ecosystem services may 

already be in place, thus providing a starting point. However, as shown in Chapter 6, they are 

usually separate, poorly coordinated, or even ad-hoc. Failure to integrate them usually results in the  

development of sectoral silos divided among multiple agencies dealing with or having an impact 

on ecosystems and their services. Redundancies, unconnected or conflicting planning across juris-

dictions and sectors, and waste in misspent time and funding, leads to a situation where many  

countries’ conservation and land- use efforts do not reach their full potential. Reduced efficiency and 

effectiveness of available governance instruments and financial resources is the outcome. 

In order to improve governance of ecosystem services the available instruments and resources must 

be strategically considered side by side and synchronized. This will help to leverage synergies, over-

come fragmentation, and proactively minimize potential conflicts between different ‘camps’ dealing 

with or impacting ecosystem services. Recognizing this need, spatial planning has the potential to 

mainstream ecosystem services into all governance frameworks, and thus to become a ‘switch-

board’ for local, regional, national, and supra-national scale implementation of ecosystem service 

governance. 

7.2  Understanding spatial planning 

Spatial planning provides an umbrella under which numerous mechanisms may be coordinated for a 

holistic and efficient approach to governance of ecosystem services. The European Regional/Spatial 

Planning Charter defined spatial planning:

Regional/spatial planning gives geographical expression to the economic, social, cultural and 

ecological policies of society. It is at the same time a scientific discipline, an administrative 

technique and a policy developed as an interdisciplinary and comprehensive approach directed  

towards a balanced regional development and the physical organisation of space according to 

an overall strategy.1

Spatial planning can be described as the overall plan under which development and decisions occur. 

Its importance in the governance of ecosystem services cannot be overlooked, as it provides a  

valuable tool that has the potential to foster governmental coordination across multiple sectors. 

1 Council of Europe, European Regional/Spatial Planning Charter, 13, available at www.coe.int/t/dg4/
cultureheritage/heritage/cemat/versioncharte/Charte_bil.pdf .
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Spatial planning has inherently local implications, as small patches of land must be individually 

planned for their unique characteristics. At the same time, the framework for how local land and its 

natural resources are used should be guided by policies, laws and regulations at a higher level of 

government. 

7.2.1 Overall guidance

Policies, laws, and regulations at regional, national, or supra-national level should provide a plan-

ning vision and governance strategy to comprehensively account for all possible and necessary land 

and resource uses, incorporating different instruments and sectors to effectively govern ecosystem 

services. In doing so, they should introduce or at least clarify the approach(es) taken, such as the 

landscape and/or ecosystem approach, which will guide the implementation in practice. 

7.2.2 Planning approaches

There are many approaches for conservation-based planning: eco-regional approaches to devel-

opment, landscape approaches, the ecosystem approach, integrated catchment management, 

community-based natural resource management, etc. All of them have similar characteristics (see 

Figure 1).

Figure 1  Overlap among different planning approaches2

2 Adjusted from Campbell, B., ‘Operationalising the Ecosystem Approach – Re-Inventing Research’, CIFOR 
Forest Livelihood Briefs, Number 2, May 2004, available at www.cifor.cgiar.org/publications/pdf_fi les/
livebrief/livebrief0402e.pdf .
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Two relevant approaches – the ecosystem approach and the landscape approach – are compared 

in this section. 

The Convention on Biological Diversity defines the ecosystem approach as:

[...] a strategy for the integrated management of land, water and living resources that promotes 

conservation and sustainable use in an equitable way. [...] It is based on the application of  

appropriate scientific methodologies focused on levels of biological organization that encom-

passes the processes, functions and interactions among organisms and their environment. It 

recognizes that humans, with their cultural diversity, are an integral part of ecosystems.3

In other words, the ecosystem approach is a spatial planning and land management approach that 

views the ecosystem as a whole, while taking humans into account (see Box 1).

Box 1 Twelve principles of the ecosystem approach 

   1.  Objectives for the management of land, water and living resources are a matter of  

 societal choices.

 2.  Management should be decentralized to the lowest appropriate level.

 3.  Ecosystem managers should consider the effects (actual or potential) of their activities  

 on adjacent and other ecosystems.

  4.  Recognising the potential gains from management, there is usually a need to understand  

 and manage the ecosystem in an economic context. Any such ecosystem-management  

 program should:

   a.  Reduce market factors that adversely affect biodiversity.

   b.  Align incentives to promote biodiversity conservation and sustainable use.

   c.  Internalise costs and benefits in the given ecosystem to the extent feasible.

  5.  Conservation of ecosystem structure and functioning, in order to maintain ecosystem  

 services, should be a priority target of the ecosystem approach.

  6.  Ecosystems must be managed within the limits of their functioning.

  7.  The ecosystem approach should be undertaken at appropriate spatial and temporal  

 scales.

  8.  Recognising the varying temporal scales and lag-effects that characterise ecosystem  

 processes, objectives for ecosystem management should be set for the long term.

  9.  Management must recognise that change is inevitable.

10.  The ecosystem approach should seek the appropriate balance between, and integration  

 of, conservation and use of biodiversity.

11.  The ecosystem approach should consider all forms of relevant information, including  

 scientific, indigenous and local knowledge, innovations and practices.  

3 Convention on Biological Diversity COP 5 Decision V/6, available at www.cbd.int/decision/cop/?id=7148 .  

u
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12.  The ecosystem approach should involve all relevant sectors of society and scientific  

 disciplines.

Source:  Convention on Biological Diversity, Conference of Parties5 Decision V/6.

 

Whereas the ecosystem approach recognizes humans as an integral part of ecosystems, the land-

scape approach goes  a step further by integrating human ‘landscapes’ (e.g. economic and cultural) 

into the planning. It can be described as follows:

Landscapes include the physical and biological features of an area together with the institutions 

and people who influence the area and the cultural and spiritual values of the area. The optimal 

balance between the objectives of environmental conservation, productivity enhancement and 

livelihood improvement can best be met at the landscape scale. Landscapes evolve over time 

and the objective of management will not be to maintain the status quo but rather to ensure 

the continued and growing supply of goods and services. The extent and limits of a landscape 

must be defined in terms of the management objectives that are the aim of the landscape inter-

vention.4 

Thus landscapes with the management objective of ecosystem protection will need to have 

geographical and ecological elements, while those with social and economic objectives may depend 

on livelihoods, cultural norms, and fiscal markets. 

Box 2 Six principles of the landscape approach

1. Legal and policy frameworks must enable landscape-scale initiatives.

2. Stakeholder platforms are needed to enable governmental, nongovernmental, and civil 

society actors to negotiate and take decisions at a landscape scale.

3. The interests of all actors, especially the inhabitants of the landscape, must be assured.

4. The capacity of institutions operating within the landscape need to be strengthened.

5. The integrity and resilience of ecological systems within the landscape are essential com-

ponents of the landscape approach.

6. Environmental, social, technological, and economic changes present new opportunities 

and challenges for landscapes.

Source: The Sangha Guidelines for Landscape Approaches to Conservation and Development  

in the Congo Basin Forests, available at www.cbd.int/doc/case-studies/for/cs-for-cg-basin-sangha-

guidelines-landscape-en.doc .

4 The Sangha group is an informal network of managers and researchers working in the Tri National de la 
Sangha. In June 2008, the group held a workshop at Bayanga in the Central African Republic which agreed 
on 27 guidelines, framed around 6 principles, and 4 overarching considerations of a landscape approach. 
The Sangha Guidelines for Landscape Approaches to Conservation and Development in the Congo Basin 
Forests, available at www.cbd.int/doc/case-studies/for/cs-for-cg-basin-sangha-guidelines-landscape-en.
doc . 
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Both the ecosystem and landscape approaches guide the overarching policy that governs local plan-

ning laws, while establishing the local focus for bottom-up approaches. A simple question, such as 

whether a small patch of land will be zoned for preservation or commercial use, could have a different 

outcome based on whether the ecosystem or landscape approach had been adopted at the national 

level. 

It is difficult to judge which approach is best for governance of ecosystem services. The approaches 

overlap and, as either is a starting point for planning processes, their success will depend on turning 

theory into implementation. The ecosystem approach might face practical difficulties in application, 

given that humans and ecosystems operate at different temporal and ecological scales.5 The land-

scape approach is circumscribed temporally and spatially in terms of the management goals that 

form the basis of a given landscape intervention.

Regardless, it is important from a spatial planning perspective that ecosystems and their services 

are not isolated from industrial and development landscapes. Furthermore, the integrity of ecosys-

tems and their services must be maintained across broad landscapes to support the preserva-

tion of ecosystem services that operate at a large scale, to facilitate connectivity between natural 

and near-natural ecosystems, and to ensure that the concept of ecosystem services is seriously  

integrated into the strategies, production practices and decisions of land and resource users. Finally, 

it is key to anchor the respective planning approach(es) in a legal framework defining the spatial  

planning process and its decision-making procedures. Policies and political strategies are not enough 

to create predictability, transparency, and legal security which are important features for meeting the 

concerns of investors while developing strong and sustainable spatial plans. 

7.2.3 Local planning tools

Regardless of the spatial planning approach used, hands-on legal tools are found at the local level, 

where instruments such as zoning, easements, and public trusts may set aside land for conservation 

and management of ecosystem services (see Figure 2): 

Traditional zoning is a form of land-use control in which a geographic area is split into zones, within 

which particular human activities are either restricted or allowed. Areas are then assigned for uses, 

such as residential, commercial, industrial or recreational, each with an assigned building density, lot 

sizes or vegetation clearing rules. A recent form of zoning, known as incentive zoning, allows excep-

tions from an original zoning plan in exchange for social benefits like public infrastructure including 

parks, housing, schools, or hospitals. 

Easements set aside an area of land within a zone for a different land use. Unlike a zoning variance, 

it is a legally recognized, transferable land interest. Oftentimes, a landowner will set aside a portion 

of his or her land for a conservation easement, which specifies that the land can only be used for 

conservation purposes.

Some countries’ legal systems recognize the use of the public trust doctrine, which states that some 

types of land are reserved and held in trust by the State for the benefit of the citizenry. Such lands 

5 Innes, L. and L. Moores, ‘The Ecosystem Approach in Practice: Developing Sustainable Forestry in Central 
Labrador, Canada’, submitted to the World Forestry Congress 2003, Quebec City, available at www.fao.
org/DOCREP/ARTICLE/WFC/XII/0717-C1.HTM .
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are often held for conservation purposes, or services such as recreation, and only rights of ingress/

egress are permitted. 

Figure 2  Spatial planning approach(es) have differences and overlap, but certain local tools 

  can be used under any plan 

7.2.4 Informed decision making

A common barrier to ecosystem service planning is a lack of detailed scientifi c knowledge and/

or understanding among planners, government agents, and even scientists regarding the specifi c 

services provided by different ecosystems.6 

A comprehensive inventory of ecosystems and their services, including those in rural lands, urban 

areas, and indigenous lands, as well as an enumeration of different stakeholder needs, is ideal. 

Even developments on a single plot of land are needed to accurately value existing services, and to 

properly tailor a spatial plan to the land. 

An appropriate governance framework should also refl ect that landscapes, ecosystems, and their 

services continuously evolve, as do human demands and land-use requirements. It should, there-

fore, explicitly deal with uncertainty and unpredictability inherent in any natural and human system. 

Furthermore, spatial planning should not be a one-off activity. Instead, it should be an iterative never-

ending process that adapts continuously to new conditions and goals. The consequences of land-

use decisions should be constantly monitored and evaluated, and inventories updated on a regular 

basis to facilitate well informed continuous planning processes.

6 Convention on Biological Diversity, Ecosystem Goods and Services in Development Planning: A Good 
Practice Guide, Montreal, 2010, 37, available at www.cbd.int/development/doc/cbd-good-practice-guide-
ecosystem-booklet-web-en.pdf .

Spatial planning

Ecosystem
approach

Zoning, easements,
etc.

Other types
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Zoning, easements,
etc.

Landscape
approach

Zoning, easements,
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7.3  Complexities of implementing spatial planning

To understand the complexities of implementing spatial planning, it is interesting to take a closer 

look at the situation in the four project countries, as well as the general difficulties of an ecosystem 

services planning approach.

China has been a leader in the use of spatial planning tools to govern ecosystem services. Beyond its 
use of ecological function zoning, China has implemented specific land use programs aimed at using 
ecosystem services. One example is the Sloping Lands Conservation program,7 which compensates 
farmers who plant trees on their most erodible land. The program was implemented in the upstream 
watersheds of the Yangtze River in response to extensive flooding. Its intent was to improve the 
water retention of upland vegetation, thereby reducing water flow downstream. Assessment of this 
goal, however, is not based on the resulting ecosystem service provided, but rather on achievement 
of land-use targets.

Integration of ecosystem service considerations into spatial planning is not easy, as China’s experi-
ence has shown. The nation’s use of ‘ecological function zoning’ highlights the difficulties of synchro-
nizing many governmental sectors. The zoning plan must not only guide policies for numerous sectors 
that use the land, but also must conform with existing zoning for different economic divisions. These 
difficulties reflect the youth of ecosystem service governance, particularly from a spatial planning 
perspective, and also the challenges of tailoring such a system to an administrative model that was 
not designed for synchronization and flexibility.

Costa Rica has an elaborate system of payments for ecosystem services, but its spatial planning 

approaches are not specifically linked to ecosystem services or to the PES schemes.  Still, private 

projects must comply with a zoning plan, which is approved at the local level under the direction of 

a broader national plan. Of particular interest in Costa Rica is the importance placed on biological 

corridors in environmental legislation, an example of prioritizing one set of ecological services relating 

to the preservation of wildlife.

Ecuador has a basic zoning system that regulates human activities in core and buffer zones of 

protected areas. However, laws restricting land uses are spread over a variety of governmental sectors, 

and do not explicitly address ecosystem services. Mapping tools for spatial planning would be partic-

ularly useful in Ecuador, where there is inadequate identification of landowners, let alone ecosystem 

services. However, lands must first be properly classified to proceed with such techniques. 

In Cameroon, zoning is applied to forested areas, which are categorized as ‘permanent’ or ‘non-

permanent’ forests. This classification provides a framework for protection of forest-related 

ecosystem services. Furthermore, the government has made a priority of collecting information 

on ecosystem services and the environment as a whole, though in fact, very little data has been 

collected. Unplanned urban development is rampant, and has contributed to rapid degradation of 

ecosystems. Coordination among government agencies and communication between the govern-

ment and the public is poor, and has resulted in a disconnect between national and local levels. 

Based on these country experiences, a number of challenges were identified, which are described 

below.

7 This program is also known as ‘Grain to Green’ or ‘Farm to Forest’.
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7.3.1 Institutional complexities

Governments have institutions, each with mandated goals, funds, and priorities. However, ecosystem 

services cut across institutional boundaries and need to be addressed as a whole.  Although some-

times the institutions seem unrelated (e.g., water and economics), or sometimes it seems they could 

easily integrate (e.g., zoning and building), they do not. Outside the national institutions, planning is 

fragmented among different jurisdictions and government units from the national to local levels. 

In some instances, the governmental structure of spatial planning becomes even more complex. 

China, for example, establishes separate plans for urban and rural lands, and for spatial planning. 

Spatial plans are further broken up into government responsibilities and sector-specific plans, 

and urban/rural plans are tailored for specific areas. The amount of cooperation and coordination  

necessary for the success of such plans is immense. Transparency between governmental levels is a 

must, as well as a strong master plan to establish rights and responsibilities for all actors.

7.3.2 Political boundaries

Ecosystems and their services are not subject to political boundaries, thus effective cooperation and 

consultation with neighbouring States, regions, and municipalities is a must. Services nurtured in 

one jurisdiction may provide benefits for many others. This is especially problematic when a country 

pays landowners for the services their land produces. For example, Costa Rica is a world leader in 

payments for ecosystem services, but only enjoys 34 percent of the ecosystem services its land 

produces (and which Costa Rica pays for), while the rest is enjoyed by other nations.8 One means 

to deal with ‘random’ political boundaries is to couple legal mandates for planning with ecosystem 

service districts, which are governmental institutions dedicated to the management and protection 

of ecosystem services. 

7.3.3 Bundling of services

Often, planning options must be prioritized because of limited resources. Spatial planning can be 

tailored to enhance capacity of one ecological service or a set of services in an area, or it may be 

used to minimize the loss or variability of a service or services.9 How this could be achieved depends 

on the characteristics of the spatial planning area. A key difficulty in the establishment of a spatial 

plan that emphasizes a bundle of services is that ecosystem services come in a variety of forms. A 

plan that aims to protect one ecosystem service or a suite of services is analogous to a land-use 

plan that aims to encourage multiple uses; that is, it must plan for a wide range of outcomes. At 

the same time, different services may conflict with others, or be complementary. Governance of 

ecosystem services should be flexible and adaptive to ensure that services continue to benefit their 

users through changes in the ecosystem, and any bundling of services should reflect such flexibility. 

This is particularly true if beneficiaries are directly paying for the ecosystem service to ensure that 

their investment is safe for the future.

8 Slootweg, R. and P. van Beukering,  Valuation of Ecosystem Services and Strategic Environmental 
Assessment, Netherlands Commission for Environmental Assessment, 14 (2008).

9 Brauman, K., G. Daily, T. Ka’eo Duarte, and  H. Mooney, The Nature and Value of Ecosystem Services: An 
Overview Highlighting Hydrologic Services, Annual Review of Environment and Resources, 85 (2007).
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7.4  Steps for spatial planning

These challenges raise the question what spatial planning systems that consider the concept of 

ecosystem services could look like. A step-wise approach for setting up such a system is described 

below:

Step 1:  Set up a spatial hierarchy with plans at supra-national, national, regional and local levels 

Step 2:  Take a proactive approach based on a long-term vision and a wide spatial scale 

Step 3:  Develop planning policies based on strategic environmental assessments (SEA) for each  
  hierarchical level to provide guidance to planners and decision-makers

Step 4:  Ensure different degrees of planning with more strategic planning at the supra-national or  
  national level and more specific planning at the local level

Step 5:  Ensure integration and harmonization of different sectoral plans while being sensitive to  
  the issue of ecosystem services and their socio-economic values

Step 6:  Develop planning processes for each hierarchical level to ensure transparency,  
  predictability, and legal security 

Step 7:  Facilitate broad stakeholder consultation and involvement at every hierarchical level to  
  ensure democratic legitimacy as well as informed decision making

Step 8:  Promote planning across administrative boundaries

Step 9:  Establish a development control system based on socio-environmental impact assess- 

  ments

7.5  Incorporating ecosystem services into spatial planning

After setting up a general planning system, it is important to ensure that spatial planning processes 

recognize the role of ecosystem services and their socio-economic value. Specific steps in this 

regard could include:

Step 1:  Analyze the ecosystem structure and functions, as well as its boundaries 

Define the space which is subject to planning •	

Step 2:  Create an inventory of all services provided by the ecosystem

Including development of ecosystem services maps to build the knowledge base•	

Step 3:  Screen ecosystem services for relevance     

Including economic valuation•	

Step 4:  Identify sectoral needs and pressures     

Including a social analysis•	

Step 5:  Analyze ecosystem services risks and opportunities    

Risks:•	

Consider the effects (actual or potential) of planning decisions on different ecosystem services  –
as well as on adjacent ecosystems.

EPLP 79 Chap 7.indd   137 12.01.2012   15:04:23



138

The Way Forward

139

Opportunities:•	

Influencing the demand for and the protection of ecosystem services; –

Minimizing pollution and degradation of ecosystem services; –

Ensuring the restoration of ecosystems and their services; –

Bundling as many services as possible; and –

Ensuring cross-benefits among different sectors. –

Step 6:  Use the appropriate planning tools and approaches

Use planning instruments that will promote the conservation and/or future provision of ecosystem 

services (e.g., zoning, development restrictions/obligations, ecosystem services development 

plans).

Use of the precautionary approach, the polluter pays principle, ecosystem-based solutions, etc.

7.6  Building functional institutions 

The success of any spatial planning system as well as the respective planning processes will also 

depend on an enabling institutional framework. The most important issues in this regard are commu-

nication, transparency, and collaboration among institutions. Institutions must be integrated both 

horizontally (among peer institutions), and vertically (among different levels of government) for effi-

cient governance of ecosystem services. This goal can be achieved in a number of ways, but the 

first thing to address is whether existing institutions are adequate or whether new ones are needed. 

Existing institutions may lack the necessary resources to handle a more comprehensive role, and 

internal change is never guaranteed.10 Climate adaptation research, for example, has shown a 

growing dependence on new institutions.11 New institutions could be created specifically to perform 

coordinating roles between existing bodies.12  In other cases, establishment of a governmental body 

to oversee the inclusion and coordination of ecosystem service governance might provide a compre-

hensive and efficient institutional approach. 

7.7  Steps to taking a rights-based approach

Finally, the success of any spatial planning system depends on the acceptance of the planning 

process and its outcomes by the general public. Applying rights-based approaches (RBAs) to 

conservation is a critical tool to ensure acceptance. The objective of RBAs to conservation can be 

defined as the harmonization of nature conservation activities with the respect for people´s rights 

(in particular, human rights), and their joint integration into relevant policies, legislation, and project 

10 Karassin, Orr, ‘Mind the Gap: Knowledge and Need in Regulating Adaptation to Climate Change’, 
Georgetown International Environmental Law Review  22:383-437, 419 (2010).

11 Id., at 420.

12 Id.
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activities.13 Adopting a rights-based approach to conservation in the spatial planning context may 

involve the following steps:

Step 1:  Undertake a situation analysis

Before starting a planning process, it is not only important to understand the overall legal, economic, 

and political framework, but also to have a clear understanding of the international environmental 

and human rights obligations.

Identify the potential conservation and human rights impacts related to the planning process, •	

including impacts on the most vulnerable peoples.

Step 2:  Provide information

Access to information is a prerequisite to public participation in planning processes. Disseminating 

information will enable the proponents of a planning process to receive feedback about any areas 

of (potential) concern with respect to conservation of ecosystem services and human rights impacts 

that have not been identified.

Compile, publish, and otherwise disseminate information which is relevant for a planning process •	

in an understandable and easily accessible way.

Step 3:  Ensure participation 

Public participation in planning processes is the logical next step and critical to any RBA to conser-

vation. Multi-stakeholder dialogues provide a means to explore the advantages and constrains of 

different planning options, and to develop a collective vision of desired outcomes, which will be 

supported by the general public in the end.

Consult in good faith to identify important interests, concerns, and compromise options, and to •	

promote free and prior informed consent to planning decisions.

Provide conflict resolution mechanisms to resolve differences between the proponents of planning •	

options.

Step 4:  Take reasoned decisions 

Once the input from all stakeholders about the consequences of a planning process has been 

analyzed, a reasoned planning decision must be taken that builds on the collected information. 

Consider changing plans if the identified detrimental consequences for ecosystem services and •	

human well-being are too severe and cannot be mitigated.

Step 5:  Monitor and evaluate 

Monitoring and evaluation will help determine whether the predictions made during the planning 

phase were accurate. They enable implementers to understand whether and how actions are contrib-

uting to identified goals (e.g., conservation of ecosystem services, mitigation of negative impacts, or 

rights enhancement). Furthermore, monitoring and evaluation allows consideration of new develop-

ments and unintended consequences. 

13 For further information about rights-based approaches to conservation, see the IUCN’s RBA to Conservation 
Portal at www.rights-based-approach.org.
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Identify necessary changes for more effective implementation of planning goals and instruments.•	

Do iterative planning, which over time contributes to a more robust and systematic governance of •	

ecosystem services for human well-being.

Step 6:  Ensure enforcement

The last step in the process of implementing an RBA to conservation is to ensure that rights are 

effectively enforced. 

Provide effective access to judicial and administrative proceedings when rights have not been •	

respected in a planning process.

All these steps to implementation of spatial planning for ecosystem service governance should be 

framed through legal instruments. Only such frameworks will provide legal security and predict-

ability on the one hand, and sustainable (long-lasting) and efficient planning approaches on the other 

hand.
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