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Upscaling potential & innovative business 
models for forest ecosystem services



FRAMEWORKS FOR ASSESSING UPSCALING AND BUSINESS POTENTIALS

- A Theory of Change perspective – modified from Wunder 

et al. (2020, 2021) and Börner et al. (2020).

- The different instruments developed or targeted in 

SINCERE has aimed at solving different issues in the 

Theory of Change framework in two places

- First on the Inputs side, e.g. pushing for changes in regulation or for 

improved funding for existing ES provision actions

- Second on the Treatment side – either developing new instruments 

to provide both delivery, coordination and funding or testing 

instruments’ ability to enhance cost effectiveness or coordination, 

using existing funding



SOME BASIC THEORY ON GOODS AND SERVICES I

Subtractable Non-subtractable

Exclusion feasible A: Private goods B: Club goods

Exclusion infeasible C: Common-pool resource D: Public goods

Table 2: Based on Ostrom (2003) we show some basic properties of goods and services relevant for understanding the basis for, success 
and potential of different FES targeting innovative mechanisms.
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SOME BASIC THEORY ON GOODS AND SERVICES II

Subtractable Non-subtractable

Exclusion feasible A: Private goods B: Club goods

Exclusion infeasible C: Common-pool resource D: Public goods

Table 2: Based on Ostrom (2003) we show some basic properties of goods and services relevant for understanding the basis for, success 
and potential of different FES targeting innovative mechanisms.
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A C-credit that can count 
against e.g. taxes or CSR based 
on forest carbon sequestration

A biodiversity off-set value, 
that can count against habitat 
reductions elsewhere



TARGETING THE LEGISLATIVE FRAMEWORK 

• Two of the IMs target changes in national or local regulatory frameworks aiming at 
increasing incentives for a socially optimal provision of forest ecosystem services. 

• The Russian case aim to improve current lease practices to include the option for leases 
to include more than one product/ ecosystem service at the time, allowing for better 
forest management and enhancing the provision of already marketed, private goods. 

• The Russian IM also argues for changes in the forest law that will allow for payments for 
forest ecosystem services that do not lend themselves to markets 

• The Basque IM focuses on local regulations and aims to change them in ways that will 
support the development of payment for ecosystem services schemes in the future.

• A small pilot is forthcoming in the Basque case to demonstrate potentials

• In a Theory of Change framework, both IMs target the regulatory framework that is a key 
part of the “Input”. As Musgrave (1959) pointed out one obvious avenue to pursue is to 
redesign legislation,

• Thus, at a generic and conceptual level such actions can be “upscaled”, but clearly not 
simply copied. Targeting changes in laws and regulations will always be specific to the 
local or national regulation in question



MARKET-BASED INSTRUMENTS TO IMPROVE PROVISION OF PUBLIC GOODS

• The Danish and (one of the) Belgian cases target improved biodiversity 

conservation measures, i.e. pure public goods.

• They had access to experimental funds, and thus to some extent remain 

unchallenged on a crucial assumption in our Theory of Change: that financing 

sources are available.

• For public goods, this funding cannot be coerced reliably through markets, as 

the lack of exclusion options will induce incentives to free-ride for us all. 

• The IMs secured the potential for improving the provision of ecosystem services 

provided actions and protections are implemented as stipulated in the contracts. 

• The IMs also appear to take advantage of the heterogeneity of forest owner 

preferences and opportunity costs and enhance cost-effectiveness of provision. 

• The design and ideas of these IMs can be upscaled provided funding is 

available and likely increase cost effectiveness and targeting relative to flat-rate 

schemes. 



SECURING THE FUNDING FOR PUBLIC GOODS THROUGH DONATIONS

• Two of SINCERE’s cases proposed and implemented IMs that targeted enhanced 

provision of recreational services that had the characteristics of public goods.

• Specifically, they targeted funding for these services, with an emphasis on donation 

instruments and requests

• In both cases, securing funding through voluntary donations based on mild 

persuasion and nudging proved very difficult, failing to raise funding of any 

significance. These experiences are not entirely unexpected due to free riding.

• From a Theory of Change framework perspective, these treatments represent 

attempts to address a shortcoming vis-à-vis one of the basic inputs - funding - for 

enhancing and improving the recreational services.

• As such, these IMs can be upscaled to almost any relevant context, but their inherent 

shortcomings will remain, and often imply that they are unlikely to reach the funding 

scale needed to fully finance the provision levels targeted.



ON-SITE USER FEES PAYING FOR ECOSYSTEM SERVICES

• Three SINCERE innovation actions have designed instruments that aim to extract 

payments from on-site users to transfer income to providers of forest ecosystem 

services, incentivizing them to enhance the provision of these services. 

• The simplest case is the Italian Borgotaro IM designed to enhance marketability of an 

already marketed good: licences to pick mushrooms in specific forest areas. 

• Second, in the Swiss case the IM targets the selling of burial rights in the forest. 

• Third, in the Croatian case one IM targeted payment for group-based and organised 

recreational activities. 

• All these are examples that shows how the delineation of rights of access and 

exclusion work to enable market-based solutions. These IMs are scalable to any 

context where a similar distribution of rights exist. 



OFF-SITE USER PAYMENTS: PES AND OFFSETS

• In other IM cases payments came from beneficiaries using the service that were 

potentially far away from the forest. The forest owner then cannot simply deny non-

paying users’ access, but if forest owners do not take these remote users’ interest into 

account in their forest management, the users may lose out. 

• The Peruvian as well as the Catalonian are more or less a classical watershed PES. 

They target a common water coordination problem between potential upstream 

providers and downstream users of an ecosystem service focused around cleaner 

and seasonally more stably available water.

• The Italian poplar afforestation case relying on requirements for FSC certified wood to 

construct an off-set like mechanism. Poplar growers find it too costly to meet 

biodiversity protection requirements in the FSC certification scheme on their own land. 

Hence they pay for enhanced protection in a natural park

• This type of mechanisms can be scaled to cases with similar relationships between 

ecosystem providers and users. Establishing the institutional set-up for aggregating 

user payments is often the crucial part



CONCLUDING REMARKS AND PERSPECTIVES

The distribution of rights, including rights of exclusion, is crucially 

important for the development of any market-based activities for the 

consumers or users of forest ecosystem products or services

Coordination for cost effectiveness is a crucial aspect of IMs applying 

market-based instruments for allocating efforts to the suppliers able to 

provide goods and services at the offered or resulting prices. 

Funding public good provision is a core challenge. The presence of 

sufficient funding is a fundamental input in the Theory of Change for 

any instrument targeting enhanced provision of FES 

The core challenge of accruing funds for the enhanced provision of key 

public goods like biodiversity protection remains unresolved by 

instruments applied in SINCERE. This means public tax-based funding 

sources remain at the core
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