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Foreword

The serious debate over the climate crisis has now moved on from the question
of whether it exists to how we can craft emergency solutions in order to avoid
catastrophic damage.

The debate over solutions has been slow to start in earnest because some of
our leaders still find it more convenient to deny the reality of the crisis. The
hard truth for the rest of us is that the maximum that seems politically feasible
still falls far short of the minimum that would be effective in solving the crisis.

T. S. Eliot once wrote:

Between the idea and the reality, Between the motion and the act Falls the
Shadow. Between the conception and the creation, Between the emotion and
the response Falls the Shadow.

Leaders must try to shine some light on a pathway through this terra incognita
that lies between where we are and where we need to go.

Outside of the Kyoto Treaty, business leaders in both political parties have
taken significant steps to position their companies as leaders in addressing this
crisis and have adopted policies that not only reduce CO, but make their
companies zero carbon. Many of them have discovered a way to increase profits
and productivity by eliminating their contributions to global warming pollu-
tion. A key contributor to the movement to freeze and then reduce carbon emis-
sions and a remarkable area of commercial and policy innovation, is the
voluntary carbon market.

Voluntary Carbon Markets by Ricardo Bayon, Amanda Hawn and Katherine
Hamilton describes a remarkable area of innovation in the fight to control global
warming pollution in describing the foundations upon which many promising
carbon reducing strategies have been built. And in the current absence of a
worldwide regulatory system for carbon reduction, Voluntary Carbon Markets
also foreshadows the factors which will drive the next generation of market-
based innovation for fighting global warming pollution. I commend the work
of Ricardo and the Ecosystem Marketplace Group for jumping into T'. S. Eliot’s
void and shining the light on this important market.

The climate crisis is not a political issue. It is a moral issue. It affects
the survival of human civilization. It is not a question of left versus right;
it is a question of right versus wrong. Put simply, it is wrong to destroy the
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habitability of our planet and ruin the prospects of every generation that
follows ours.

What is motivating millions of global citizens to think differently about
solutions to the climate crisis is the growing realization that this challenge is
bringing us unprecedented opportunity.

This is an opportunity for transcendence, an opportunity to find our better
selves and in rising to meet this challenge, create a better brighter future — a
future worthy of the generations who come after us and who have a right to
be able to depend on us.

Al Gore
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Introduction

After decades of searching for creative and innovative ways to protect the
environment, it is time we be brutally honest with ourselves: We are losing
this battle, and losing it in a spectacular way. Every day we hear that yet another
species has gone extinct, yet another acre of forest has disappeared, and yet
another coral reef has been destroyed. And as if that weren’t enough, Earth
has begun warming to such an extent that climate, sea levels, glacial ice, and
even the polar ice caps may be in danger. It is enough to demoralize even the
most determined optimist.

But this is a battle we cannot afford to lose — literally. It is time not to
give up, but to redouble our efforts, to become more creative, and to seek
new ways of working together in situations where confrontation is no longer
effective (if it ever was). The time, in other words, has come for the environ-
mental equivalent of the St Crispin’s day speech in Shakespeare’s Henry V, a
call to arms that does not lament how difficult the task is likely to be — or
how few of us there are — but rather pushes us forward into the wild and
scary unknown.

And, in the case of the environmental movement, the scary unknown is the
use of markets and market-like instruments to protect the environment. To be
fair, we now have nearly two decades of experimentation in the use of market
mechanisms for environmental protection. The US Acid Rain trading
scheme began in the 1980s, and various forms of market-like mechanisms for
environmental protection have been tried all over the world.

But the game is one of scale. Protecting one species, one piece of land, one
watershed may be important, but it is no longer enough. The solutions today
need to be systemic, they need to change the way we do business, the way we
eat, drink, sleep, and think. And this is where we think markets may hold the
greatest promise.

Some years ago, we created Forest Trends with a vision. Our vision was
simple: we believed that by bringing loggers, environmentalists, business-
people, academics, and scientists together into the same room to think about
issues that mattered to all of them we would be better able to stem the loss of
the world’s forests. But we soon realized that — effective as this might be — it
was not enough. We saw that in order to save the world’s forests, society
needed to value standing forests as least as highly as it values soybeans, cattle
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ranches, logging operations, and the other alternatives driving deforestation. As
the saying goes, in the end, we will only protect what we value.

Initially, some of our friends in the environmental movement accused us of
heresy. How could we want to put a value on nature? Nature, they felt, is and
should always be priceless. And while we agree with the sentiment, in practice,
our economic system doesn’t see nature as priceless, it assigns it a value, a value
that is awfully close to zero. In short, our society (or at least our economic
system) is confusing priceless with worthless.

Having come to the realization that we needed to ‘internalize the economic
value’ (to use the academic jargon) of nature, we quickly saw that one of the
most effective ways to achieve this was through the use of markets or market-
like instruments.

And so in 2000 we brought together a small group of people from around the
world in the beautiful mountains of New South Wales, Australia, in a town
called Katoomba, to discuss the role markets and payments for ecosystem
services had to play in forest conservation. True to our roots, we made sure
this group included people from all walks of life: bankers, businesspeople,
government officials, academics, community leaders, non-profits ... the
entire spectrum. And from this meeting was born the Katoomba Group. At
that time few people were talking about markets and payments for ecosystem
services. Remember, this was five years before the European Union’s
Emissions Trading Scheme was but a glint in anyone’s eye. Even Kyoto, at
the time, looked set to flounder.

In this way, the Katoomba Group became a stimulating place to refine our
vision, define our strategies, and so we continued to meet once or twice a year in
either a large market for forest goods and services (LLondon, Tokyo, Switzer-
land), or a large producer of these services (Brazil, Vancouver, Thailand). As
time went by the group grew and our understanding of our subject deepened.
We realized that what we were talking about went much further than forests,
that it was a systemic problem affecting all ecosystems, and we realized that
in order to thrive, environmental markets need science, finance, expertise,
and, most especially, information. That is why we created the Ecosystem
Marketplace, a tool that we hope will become a kind of ‘Bloomberg’ for the
world’s environmental markets.

All of this is a long-winded attempt to give you a bit of the background for
the book you now hold in your hands. It was born of environmental need and it
seeks to further deepen our understanding of one portion of the carbon markets
that we think has been grossly overlooked: the voluntary carbon market.

But it is part of something bigger, part of our attempts to come up with (and
better understand) a series of tools — environmental markets and market-like
mechanisms — that may help us succeed where other tools have so far failed
to conserve the ecosystems on which we all depend. So, once more into the
breach, but this time, let’s arm ourselves in the most effective way possible.
Let’s use markets — both voluntary and regulated — and payments for ecosystem
services where they make sense to help us address climate change and other
seemingly insurmountable problems. Because — like King Henry said at
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Agincourt — one day, we will look back and either be happy we did, or else wish
we had; the choice is ours.

T
P it P
g
Michael Jenkins Ricardo Bayon
President, Managing Director

Forest Trends Ecosystem Marketplace



