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Payments for Environmental Services
in Papua New Guinea (PNG)
1. Why are Payments for Environmental Services (PES) important?
In Papua New Guinea (PNG) 97% of the land is owned by the local people, organised in clans and
tribes. Their way of living is basic and based on subsistance farming, fishing and hunting and
gathering. They obtain small incomes from crops such as coffee, copra, cocao and betelnut, and
by selling food crops on local markets. Substantial additions to their income are provided by large
scale logging and agriculture companies developing the land in unsustainable manners at the
expense of the forest, the environment and the posibilities for the local people to generate
income, now and in the future. Payments of Environmental Services (PES), and in particular
payments for the reduction of greenhouse gas emissions from deforestation and degradation could
offer a future income source for the people of PNG that would enable them to sustain their way
of living, potentially improve it, and protect their natural resources on which they depend. A PES
system however requires an institutional framework for management and administration. This
policy paper presents a design for such a system, based on the work of the Expert Consultation
Group (ECG) of the Community Carbon Forestry project (composed of PNG experts) - part of the
KYOTO: THINK GLOBAL, ACT LOCAL project.

2. Why is PES important NOW?
To date PES systems have been designed and introduced only on a very small scale and in a few
countries only, even though academic interest in the idea exists. The number of success stories is
still limited but with the current attention for the global climate and the understanding that
forest loss worldwide significantly contribues to climate change, the impetus to conserve the
remaining tropical forests has gained momentum. There is a need to move fast, as over 16 million
hectares of forest continue to disappear every year. Now is the time: negotiations for a future
climate regime that has to come into force in 2012 are ongoing and all nations see the need to
include forests in it. Industrialised countries are putting down serious amounts of money to
combat deforestation, but need assurance that the rewards for reducing emissions from
deforestation and degradation (REDD) go to those who achieve the reductions: the local people.

Payments for Environmental Services in PNG

3

3. A proposed PES system for PNG
The ECG, composed of a group of Papua New Guineans with long term expertise in resource
management, environment & conservation, community development and related legal aspects,
have come together and developed a proposal for a national PES system. This proposal outlines
the necessary characteristics for a transparent and workable framework for PES in Papua New
Guinea; one that ensures that maximum benefits reach the actual providers of the environmental
services - the local landowners. This proposed PES system has been presented to the government
in October 2008 and the initial feedback has been mainly positive. The proposed PES system was
designed with the following set of principles in mind.

4. Principles for a sound PES system
1. Respect national laws, including traditional, customary and indigenous peoples’ rights.
2. Design the PES system in a participatory and transparent manner.
3. The country should not incur any debt in setting up the institutional system and building the
capacity to implement and administer the PES system.
4.

The PES system should be fair and transparent and the majority of the benefits should
directly contribute to the welfare, security and sustainable livelihood of local communities.

5. The PES system should have a clear governance
structure

and

appropriate

representation

of

stakeholder groups and resource owners.
6. There shall be no political discretion for decisions
made in relation to the PES system.
7. A

national

multi-stakeholder

institution

should

oversee the operations of the implementing actors;
e.g. government departments and agencies, service
providing organisations and companies, etc.
8. Agreements for PES activities can only be made with
legitimate resource owners and must respect the
customary system of land ownership. 75% of the
owners of the resource must have indicated their free
and prior informed consent.
9. Correctly Incorporated Land Group’s (ILG’s) or other legal groupings of landowning clans
should be used as basis for PES: land registration etc. should not be a precondition for
participation.
10. Existing logging permits can only be eligible for PES if demonstrably compliant with principles
8 and 9 above. Forest conversion permits are not eligible for PES.
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5. Characteristics of the proposed PES system for PNG

At the National level a reputable independent financial institution should manage the PES funds
coming into the country, following strict guidelines in a transparent manner. This institution
needs to have proven experience in managing trust funds and should operate in a transparent,
cost effective manner, keeping associated transaction costs as low as possible.
Also at the national level, a multi-stakeholder
institution,

including

representatives

of

the

government, should determine the standards that will
govern the implementation of the PES system and
ensure its appropriate implementation and hold the
PES

transactions

accredited

registry

brokers

and

and

the

registry

of

supporting/facilitating

organizations and companies.
At the Provincial Level PES offices will form the link
between the local level and the national level. At this
level coordination of the activities in the province in
terms

of

capacity

building

and

activity

implementation will take place. It is expected that
considerable

additional

support

from

service-

providing organisations and/or companies will be
needed to assist the landowners and the PES offices
with technical and practial matters and transfer the
required knowledge and capacity.
At the Local level landowning clans can organise themselves in Incorporated Land Groups (ILGs)
and establish legal trading entities such as cooperative societies, business groups or companies,
where possible representing multiple clans. This form of organisation common in PNG, will
implement the forest carbon saving strategies through Sustainable Forest Management (SFM). This
may be either by complete conservation with only subsistence removal of trees, or by selective,
low impact harvesting with mobile sawing installations: the “walk-about sawmill”. The clans will
agree on a sustainable land use plan, including all land they have ownership rights over. Income
from SFM and small scale cash cropping will be important to supplement the potential income
from PES, as opportunity costs for the land may be much higher than the PES income alone.
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The PES system is presented schematically below.

Environmental Services
Collected Data and Reports

Local level

ILGs
Landowners

Services
providing
organisations
or companies
Data and reports
Technical assistance
Capacity building

Provincial

National

Provincial
PES office

Multistakeholder
institution

Data and reports
Technical assistance
Capacity building

International

UNFCCC

Data and reports
Technical assistance
Capacity building

Registration
Standards setting & enforcement

Financial compensation
Technical assistance and capacity building

6. REDD in exchange for PES: that’s the deal!
At the local level ILGs will manage their own forests and achieve emissions reductions. Data will
be collected – possibly with the assistance of the service providing organisations or companies on the exact amount of carbon benefits and reports will be submitted to the Provincial PES
office. The Provincial PES office will collect all information from initiatives in its Provice and
verify sample-wise that it is reflecting the situation on the ground. Periodically it will submit
collated information to the National Multi-stakeholder Institution. In return the National Level
organisations need to make funds available for this system to work – aside from providing the
Provincial Level with clear instructions and capacity to fulfil its role.
It is proposed that only a minor portion of the PES will be given in cash to the ILG’s, whilst the
majority will be allocated to desired infrastructure and other community developments. Large
cash payments made by logging companies, who have proven not always reliabe in fulfilling
agreements when these involve the delivery of services to communities over extended periods,
have in stead of providing long term local socio-economic benefits, mainly led to temporary
increases in direct consumption and social problems.
The percentage cash payment will depend on the actual total annual amount available per family
unit and will be managed in micro-finance accounts per family unit – a system that is rapidly
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rising in PNG and has already proven its value. This means that this part of the PES funds of each
ILG, payable under the contract agreement to its legal representative trading entity (business
group, cooperative society), will in practice be transferred by the national financial institution to
provincial micro-finance institutions / savings & loans societies, directly into the family accounts.
The national financial institution will manage a Community Futures Fund holding the remainder
of the carbon benefits allocated to the ILGs. This will be deployed for local community- and
infrastructure developments.

7. Other key components of the proposed PES system for PNG



National PNG PES standards (following the highest agreed international standards)



Transaction

registry

and

registry

of

accredited

(legitimate)

brokers

and

supporting/facilitating organizations and companies


Complaint handling and dispute resolution mechanisms



Land ownership recognition through properly Incorporated Land Groups (ILGs), with prior free
and informed consent, meaning at least 75% of clan members to agree with the ILG



All ILG level organisations and representations to be gender balanced



Capacity building for local supporting/facilitating organisations and companies



Avoidance of full dependence and high expectations of the carbon component of PES as sole
source of income (likely not to be sufficient, will need to be combined with other components
and/or income sources)



Taxation of industrial land uses and operations that through its land-management strategies
diminish the potential PES income generating capacity (eco-tax)

8. Timing of and mechanism for revenue sharing

Serious thought needs to be given to how income from carbon is to be shared, also with respect
to timing. Will rewards for REDD be provided only ex-post: after the emission reduction has been
achieved and verified, or will there be a start-up fund which could enable the capacity building
and awareness raising that will be necessary to get started? How will the system avoid the
detrimental impact of bad behaviour by some burdening the good behaviour by others (the
‘angels and sinners’ dilemma)? And how could a possible national sectoral REDD target translate
to periodic (preferably 6 monthly) payments to ILGs?
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There is also the issue of management costs for the National Trust and the Community Futures
Fund. Is that to be paid from the income generated by the carbon benefits or from somewhere
else? How will the technical organisations be compensated for their support to ILGs and how will
the management costs for the Local Trust (micro-finance and savings & loans) be covered?
The most important overarching question is how can we ensure maximum long-term benefits
reach the people who have commited themselves to provide the environmental services: the local
landowners.
This and many other questions remain unanswered for the time being but with this proposed PES
system, a start is made in seeing how this could work in an equitable and transparent manner in
Papua New Guinea.

To be continued…..
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THE KYOTO: THINK GLOBAL, ACT LOCAL project is a research and capacity building effort
financed by the Directorate General International Cooperation (DGIS) of the Ministry of
Foreign Affairs in the Netherlands

For more information please visit our website
www.CommunityCarbonForestry.org

Or contact:
Programme Director: Margaret
Skutsch
M.Skutsch@utwente.nl

International Coordinator
Eveline@TreenessConsult.com

National Coordinator PNG
pc_dam@hotmail.com

