


A multidisciplinary team of experts
designed the program using
lessons from previous tender
programs.

A comprehensive metric (the
Conservation Value Index)

was developed to enable
transparent, repeatable and robust
assessments.

Tasmanian Forest Conservation Fund

The Tasmanian Forest Conservation Fund (FCF) was jointly developed by the Department
of the Environment, Water, Heritage and the Arts (DEWHA) and the Tasmanian
Government’s Department of Primary Industries and Water (DPIW). The aim of the FCF is
to protect up to 45,600 hectares of forested private land in Tasmania, including a minimum
of 25,000 hectares of old growth forest.

The FCF contains a number of components, including the tender process for conservation
covenants, a revolving fund for purchasing land and a component for acquiring forested
land in the Mole Creek Karst area. This case study discusses the conservation tender
process.

Design

Experts in forest ecology, market-based instruments (MBIs) and program design were

consulted during the design of the FCF. A conservation tender approach was adopted for

the FCF, recognising:

+  the significant variance in conservation benefits from the different parcels of
vegetation and the proposed management actions

. the difference in the cost of conservation, including opportunity costs and positive
environmental management actions, and

. the ‘public good’ nature of the project objectives.

The design process also considered the broader policy and legislative environment such
as the Regional Forest Agreement (RFA) and lessons from programs such as the Private
Forest Reserves Program (PFRP) and similar experiences elsewhere in Australia.

A comprehensive metric, the Conservation Value Index (CVI), was developed to assess

the relative conservation benefits of individual proposals. The CVI assessed three central

aspects of each proposal submitted by landowners:

. the significance of the proposal’s contribution to the Comprehensive, Adequate and
Representative (CAR) reserves system

. the service the proposal provides to conservation, as well as to current conditions of
the vegetation and risks, and

. the security of the proposal in terms of the length and level of agreement over the
proposal area.

Detailed criteria were established for calculating the CVI to enable proposals to be

compared. Criteria included:

. forest priority—the relative preferences for different forest types

. structural conditions—the structural form of the forest, derived from Regional Forest
Agreement Forest Resource Type assessments

. current condition of the bid area—based on benchmarked conditions

. a regional threat index—based on threats from surrounding land uses
and conditions

. reservation status—the current level of reservation for each forest type

. maintenance—a value representing maintenance of the current condition

. improvement—the value of improvements attributable to proposed management
actions, and

. security—to ensure conservation values are achieved for a specific period, via a fixed-
term agreement (12, 24 or 48 years) or a perpetual covenant.




Each proposal was allocated a score to enable relative comparisons based on
conservation benefits. The value-for-money of bids was determined by dividing the cost of
the proposal by the CVI point score (value for money = $(bid)/CVI score). This ensured that
the most cost-effective bids were accepted and conservation benefits maximised within the
budget.

Implementation

The delivery of the FCF was contracted to a private-sector, third-party consortium with
expertise in ecological assessments, GIS, communications, program administration and
financial management.

The application process for interested landowners involved a number of systematic phases
and milestones to ensure that proposals were compliant with covenanting and conservation
management requirements. The process included the following steps.

. Information provision. Interested landowners were provided with targeted
information about the objectives, operation and requirements of the FCF.

. Conservation assessment and advice. On-ground assessment of the conservation
value of each property was undertaken by a conservation adviser, who provided this
information to the landowner as well as advice about suitable management actions to
assist landowners develop their proposals.

. Evaluation. An independent evaluation panel assessed proposals against the CVI,
value-for-money and meeting overall program objectives. A probity adviser ensured
transparency and fairness. The first assessments were undertaken in the third quarter
of 2007, with subsequent assessments to be made.

. Recommendations. Recommendations for funding were endorsed by the FCF
Steering Committee and submitted to the Minister for the Environment, Water,
Heritage and the Arts for final approval.

. Offers and agreements. Offers were then made to successful landowners, initiated
by a suite of interrelated agreements.

— The Conservation Covenant is a legal instrument that sets out specific
agreements for managing an area for conservation purposes and is attached to
the land title and registered with the Tasmanian Land Titles Office. A covenant
protects the natural values of the land and may apply to part or all of the property,
in perpetuity or for a fixed term. The FCF covenants, designed under the
Tasmanian Nature Conservation Act 2002, are consistent with other covenanting
instruments used in Tasmania.

— The Nature Conservation Plan describes the management activities to be carried
out on the land to manage the forest for conservation purposes.

— The financial agreement is between the signatory and the Australian Government.
It describes the responsibilities of both parties, including a summary of the
activities proposed in the Conservation Covenant and the Nature Conservation
Plan, and includes a payment schedule.

. Reporting and evaluation. Management actions are reported and evaluated
according to these agreements.

A third party was contracted to
deliver the FCF.

Several interrelated agreements
were used to secure outcomes.




B Resuits and essons

The first round of the FCF is due for completion in the first half of 2008. Some 240
landowners expressed interest in the program when the tender round was opened in early
2007. Applications have been evaluated in batches over this time and significant numbers
of applications were received. The process is expected to yield up to 100 successful
funding proposals.

The FCF has performed as expected, enabling the most cost-effective set of proposals

to be selected. The conservation tender approach has elicited proposals with significant
variance in relative cost-effectiveness (measured as $/CVI score). This is shown in Figure 1.

Figure 1: Example of variation in value-for-money bids (not actual data)
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There are lessons for regional

bodies from the implementation of There are a number of key lessons that can be drawn from the FCF:

the FCF. . the detailed and transparent metric allowed for robust assessments and contributed
to the success of the FCF—its transparency and repeatability provided the FCF with a
major advantage over many other vegetation conservation programs

. consulting experts from several relevant disciplines during the design phase assisted
with the performance of the MBI

. the comprehensive communication and consultation campaign resulted in quality
proposals and high levels of engagement by land owners

. innovative programs like the FCF involve a steep learning curve for all parties
involved—a number of delays in implementation had to be managed, including
perception issues and expectations of landowners, and

. detailed specification of tasks, roles and responsibilities was vital for the third-party
organisation delivering the FCF.




Onkaparinga Catchment Care

The Onkaparinga Catchment Water Management Board is responsible for 920 square
kilometres of land covering 2,000 kilometres of streams to the south and east of Adelaide.
This land comprises urban centres, horticulture and viticulture, cropping and grazing,
wetland, and remnant native habitat uses. Many of the mainly private, and increasingly
small, properties support remnant native vegetation, habitat, and watercourses of high
conservation significance.

Collectively these land and water uses have widespread impacts on biodiversity and
water quality in the Onkaparinga catchment. Key threats include land clearing and
habitat removal, livestock grazing, agricultural activities, farm dams, pest plant and
animal invasion, and diversion of water for metropolitan supplies. Past approaches to
management could not ensure the sustainability of biophysical values.

The board was spending up to $800,000 a year funding private, on-ground works in NRM
through its Watercourse Management Assistance Program (WMAP). However, prioritisation
of funding applications under WMAP was not systematic, comprehensive, transparent or
defensible.

Design

A conservation-tender approach, called Catchment Care (CC), was developed. The
principal aim of CC was to increase the cost-effectiveness of the board’s expenditure on
works on private land. To promote better environmental outcomes, it was decided to make
funds available for all actions, including actions considered to be duty-of-care actions.

As part of the design process, a wide range of possible bids was tested in a market-
simulation exercise to assess likely outcomes and to reveal any unintended bias in the
selection criteria. This process resulted in changes to the assessment framework and
highlighted additional information needs important to the selection process. It also informed
the board’s broader environmental and management priorities.

The CC project used a risk analysis framework to rank and select bids. Risk analysis
enabled the selection of bids that proposed actions with the greatest benefit at priority
sites. Proposed management actions included stock exclusion, non-engineered structures,
revegetation, dam modification and weed eradication. The CC bids were ranked based on
the following factors:

+  therisk of the site

. the level of threat reduction proposed by land manager actions

«  the area of the actions, and

. the price of the bid.

This information was combined to evaluate, compare, rank and select bids
for funding.

As with all MBls, the design of CC involved making pragmatic, but well-informed, tradeoffs
between assessment accuracy, resources required for on-ground assessments and the
selection methodology.

Catchment Care was designed

to enable more cost-effective
distribution of public funds to
on-ground actions on private land.

A competitive conservation tender
mechanism was used.
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Technical assessments used a
risk-management framework.
Catchment Care was implemented
via a number of specific steps.
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Implementation

The process of implementing CC comprised six steps.

Catchment Care promotion. Expressions of interest were called. Interested land
managers received an information pack and a site visit was arranged. The program
was advertised broadly as well as directly targeting over 200 eligible land managers.
Eligible land managers who submitted an expression of interest were assisted with
further information about the program and the bidding process. Technical information
was also provided about specific aspects of proposed land management actions and
indicative costs of different actions.

Site visits and assessment. Site visits by a field officer were arranged with
interested land managers to assess and score environmental values and identify

any threats to the proposed sites. The site visits also provided a key opportunity to
exchange information on priorities, technical advice and actions. The site assessment
methodology used a specialist tool to interpret and score environmental values and
threats, providing a basis for the risk analysis and site prioritisation.

Site Action Plan (SAP) development. Land managers interested in proceeding with
the program developed a SAP summarising proposed actions, submitted as part of
their bid. After a site visit, the field officer recommended appropriate actions, weighing
the desired actions of the land manager against the most appropriate NRM actions
for the site. By discussing these options with land managers, greater involvement
was achieved, reducing the risk of under-conformance. Land managers accepted or
rejected actions and documented the proposed actions in the SAP with the nominated
bid price. The SAP also included significant other information relating to inputs (e.g.
material and time), the bid site and financial aspects of the bid.

Bid submission. Land managers submitted the SAP as a bid for CC funds within six
weeks of completion of the SAP. The tender for CC comprised two key elements: a
first price sealed bid in a discriminative price auction to increase the cost-effectiveness
of the program and a reserve to avoid funding inflated bids.

Bid assessment. Environmental benefit scores for each bid were calculated using the
risk analysis framework developed during the design process.

Bid selection and contracting. Bids were ranked based on their environmental
benefits per dollar of funding. The most cost-effective bids were selected for funding.
Successful land managers were contracted to perform the proposed actions over
three years using staged payment schedules, including payments for up-front capital
costs and payments contingent on the performance of agreed management actions.




Results and lessons

Atotal of 52 expressions of interest were received, 42 site assessments made and 29 bids
submitted. Seventeen projects, totalling $150,000, were funded. An assessment of the
program revealed the following key lessons:

»  the CC project benefited from a large number of hobby farmers who had a preference
for promoting good environmental outcomes with low implementation costs

. the auction process paid significantly more for some bids than the previous WMAP
grant process because these bids were below the set reserve for the CC, but above
the amount funded under WMAP

. moving from a devolved grants program to tender program incurred costs of around
$100,000—moving to tenders may not be worthwhile for projects with small budgets,
and

. an analysis of CC’s cost-effectiveness compared to the WMAP estimated that CC was
between 23% and 34% more cost-effective than WMAP, but with some uncertainty.

EcoTender

EcoTender is designed to address multiple environmental outcomes. Land and native
vegetation management can result in a number of different types of environmental
outcomes, including habitat for native animals, protection of ecosystems and biodiversity,
improved water quality, changes in the quantity of water in streams and rivers, prevention
of salinity and carbon storage or sequestration. The extent to which native vegetation
management can provide these services depends on factors including location and the
extent and quality of native vegetation.

At a catchment or bioregional scale, the challenge for public NRM investors is to
understand and optimise the multiple outcomes that flow from land-management actions
occuring at the paddock scale.

Design

The design of EcoTender builds on the design of BushTender, Victoria’s auction for single
outcome, terrestrial biodiversity. EcoTender expands the concept to account for the multiple
environmental outcomes produced by land and native vegetation management.

The challenge for EcoTender is to: estimate the quality and quantity of multiple
environmental outcomes that result from individual landholder actions, reveal those
landholders who can provide quality environmental outcomes at low cost, ensure
landholders undertake the agreed land management actions despite the difficulty
monitoring individual actions, and ensure any negative environmental impacts of land
management are accounted for.

EcoTender uses the Victorian habitat hectare methodology to estimate biodiversity
benefits. In addition, the Catchment Modelling Framework (CMF) is used to estimate the
impact of an action on water quantity and quality impacts, carbon and saline land. The
CMF can assess and account for the differences in environmental impacts between farms.
The information provided by the CMF is used to determine the Environmental Benefit Index
(EBI) for each land holder’s bid.

The Catchment Care program had
mixed results.

EcoTender built on the lessons

of the successful BushTender
program, but sought to achieve
multiple environmental objectives.

A comprehensive catchment
modelling framework was
developed to underpin
assessments.




EcoTender was implemented via a
number of specific steps.

Interim results indicate the
potential synergies in developing
multiple-objective conservation
tenders.

EcoTender involves a competitive tender process that creates on incentive for land
managers to reveal the cost of undertaking the actions in their bids. Land managers’ bids
are assessed as a function of the environmental benefits they offer and the cost of their
bid. Contracts are offered to those who produce the most value-for-money environmental
outcomes.

Implementation
EcoTender involves a series of key steps.

. Expressions of interest. In EcoTender, land managers are invited to submit bids to
enter into a conservation contract. Land managers register an expression of interest in
the project through field officers.

. Site assessments. Field officers assess each site and provide advice on
environmental significance, as well as advising on native vegetation management and
revegetation options for landowners. Land managers are informed of the expected
environmental impacts, including to carbon biosequestration. EcoTender treats carbon
biosequestration produced by landholders as a private good and connects land
managers with a third-party purchaser of carbon credits.

. Development of management plans. Landowners identify proposed actions and
field officers prepare management plans, which form the basis of each bid.

. Submission of bids. Landowners submit management plans and their bid price for
undertaking the actions.

. Bid assessment. The EBI is estimated for each bid, and contracts are offered to land
managers who offer the highest EBI per dollar.

. Management agreements. Successful bids are formalised through signed
management agreements. Management contracts involve design features such
as progress payments based on actions being undertaken, self-reporting and
random monitoring to provide incentives for land managers to continue to undertake
management actions and produce environmental outcomes.

. Payments and reporting. Payments are made against completion of actions outlined
in management agreements. Land managers are also required to report on contracted
actions undertaken.

Results and lessons

EcoTender demonstrates that multi-outcome tenders offer significant advantages over
single-outcome tenders, provided there is sufficient scientific and modelling capability to
reliably inform the process.

EcoTender made it possible to achieve better and more cost-effective outcomes than would
be possible under either a single-outcome auction approach or under a number of single-
outcome auctions (i.e. separate tenders for salinity, biodiversity, water quality and carbon
services associated with native vegetation).

The tender process also creates an incentive for landholders to reveal the true cost of
undertaking the actions in their bids. Much of this information was not previously available
to policy and program managers.




The EcoTender pilot project generated proposals covering 84 sites on a total of 40 farms.
Of these bids, 46% proposed revegetation and 72% were assessed as benefiting two or
more different environmental outcomes. In addition to providing biodiversity conservation
benefits, 72% of proposals provided an aquatic function benefit, while 8% demonstrated
salinity benefits.

Ultimately, 31 bids were successful (62% of total), and 97% of the accepted bids
demonstrated two or more environmental outcomes. Funded projects will deliver 259
hectares of protected native vegetation (revegetation: 76 hectares; management of extant
native vegetation: 183 hectares), and sequestration of an estimated 10,078 tonnes of
carbon.

The EcoTender pilot also demonstrated that a price for carbon offsets can substantially

reduce the cost to government of achieving other environmental outcomes including
terrestrial biodiversity, aquatic function and saline land. In the initial pilot, a price of $12 per
tonne of carbon sequestered was offered to land managers. Results indicated that the cost
to government to procure the same amount of environmental outcomes, without a price for
carbon, would be 26% higher. The Desert Uplands Landscape
Linkage Auction was designed
specifically to encourage

Desert Uplands Landscape Linkage Auction complementary bids to establish

corridor effects.
A key environmental issue facing many NRM organisations is how to create ‘corridor
effects’ or linked parcels of land across multiple properties. Following a successful national
MBI pilot program, the Desert Uplands Landscape Linkage Auction was implemented in
Queensland. The purpose of the tender was to develop linked protection of biodiversity . -
) Implementation was similar to
values across several properties. .
other tender programs, with a
i few unique differences to target
Design :
complementary bids.
The design of the tender drew on research undertaken during the pilot program. A metric
was developed to assess bids against a number of criteria including biodiversity and land
condition. However, the design of the tender and assessment methodology differed from
other tenders as:
. it included a significant weighting (44%) on linkages between bids
. three bidding rounds were used to allow land managers to:
— learn about, and develop confidence in, the bidding process
— provide an opportunity for feedback from each round to be absorbed by land
managers and for them to adjust their subsequent bids accordingly, for example to
align their bids with their neighbours’ bids, and

— maintain competitive efficiencies.

Implementation

The implementation of the Landscape Linkage Auction was similar to other tender
programs. An information and awareness campaign was followed by formal expressions of

interest by land managers. Property visits were then conducted.




The Landscape Linkage Auction involved three bidding rounds designed to increase the
likelihood of complementary bids being submitted. Following the property visits, the three
bidding rounds were run in quick succession, about every two months. Key elements of the
multiple bidding process were:

. the first-round bids were assessed and land managers were provided with information
on all areas offered in the first round, information on the cost-effectiveness of their bid
(reported by quartile), and information to assist in enhancing subsequent bids

. in the second round, land managers could maintain their first bid, or amend their bids to
reflect feedback from the first round; updated feedback was then provided, covering the
same issues as the first round, and

. in the third round, land managers finalised and submitted formal bids.

Bids were formally assessed and successful land managers notified. Contracts were
exchanged, clearly stipulating the actions to be undertaken, the monitoring requirements,

and the payments schedules. The contract period was for two years and was limited by the

funding stream available. )
The program delivered cost-

effective outcomes and was
Results and lessons

accepted by land managers.
Key results from the Landscape Linkage Auction include:
. 26 land managers participated, around 23% of all eligible land managers J'-I"'_
. 27 bids were received from 22 land managers, and .
. 15 bids were successful and a total of $343,000 (at about $2 per hectare per annum)

was distributed to protect and manage a total of almost 85,000 hectares, most of it with

significant environmental values.
Key lessons from the auction include the following.

. The inclusion of linkages as part of the assessment and three bidding rounds was an
effective incentive to achieve ‘corridor’ effects. Eleven of the 15 successful bids formed
part of a corridor.

. Multiple bidding rounds resulted in land managers reducing their bid amounts over
subsequent rounds, enhancing the cost-effectiveness of the outcomes.

. Prices for bids varied considerably, indicating the approach used was able to effectively
deliver cost-effective outcomes.

. Land managers accepted the tender process. A survey of participants indicated that:
— most land managers thought the tender process was reasonable
— 71% of land managers would have preferred a longer-term contract, and
— 84% of land managers would participate in any similar future scheme.

Pick and plant one of our Designer Carrots ideas
today, and you could reap the rewards tomorrow.
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