Interim Report to the Rappahannock River Basin Commission on Market-Based Solutions to Water Quality Issues

Non-Point Source Pollution Work Group


The RRBC’s Non-Point Source Pollution Work Group (NPWG) has devoted portions of three meetings to exploring the concept of Market-Based solutions to water quality issues. The group heard a presentation on the Virginia Department of Forestry’s efforts on “Ecosystem Services” which provided the impetus for much of the discussion. To quotes from VDOF’s presentation: 
“Ecosystem services are generally defined as benefits and services that nature provides.  These services include clean air, water quality and quantity, wildlife habitat, pollination, aesthetics, and carbon sequestration services.  Many of these services are considered public goods and the landowner is often not adequately compensated for providing these services.  We also need to carefully consider the conservation of these services as we smartly manage growth and development.”
With the passage of the Transportation Act of 2007 and its changes to land use policy the Commonwealth is beginning to mandate more compact land development for the purpose of reducing the cost of providing public infrastructure.  More compact development also offers opportunities for farm and forest preservation and its attendant benefits to water and air quality.  Two important questions that VDOF’s Ecosystem Services effort is attempting to answer are:

1. How can we financially compensate landowners for providing the ecosystem services?  And,
2. How can we quantify these services in ways that enable us to incorporate an ecosystem service philosophy into “smart growth” strategies? (“We” in both these items is society at large, not necessarily a governmental entity.) 
We do not generally think about paying for air, water quality, healthy soils or biodiversity, but these are clearly things of value to each of us. It is important to note that Virginia has been losing over 27,000 acres of forest land a year as it is being converted to other uses such as buildings, houses and parking lots.  Additionally, this loss does not include the impact of the fragmentation of farms and forests as land is developed. If clean air, water, biodiversity and other issues have value, and reasonable definitions can be agreed upon, hopefully markets will reward landowners for those values.  A market-based system can work more quickly and efficiently than a regulatory approach, however some definitions must be generally accepted for markets to function well across a state or larger geographical area.

The VDOF has facilitated the current efforts of many local and state agencies working together in an ecosystem workgroup to develop the practices and applications of carbon sequestration, air and water quality, and wildlife diversification.  A critical first step in this effort is to quantify ecosystem services.  It can be done using different units of measure. It can be pounds or tons of pollutants removed or mitigated or the dollar value. The inter-agency team has been working with Virginia Tech to develop “credit calculators” that can be incorporated into a Geographic Information System.  This could be used by landowners to evaluate land-use decisions relative to farm and forest management and income producing potential.

We currently have cost-share programs that pay the land owner for certain land activities such as implementing riparian buffers.  Opportunities also exist to sell conservation easements, another potential source of income for the landowner.  Once the values of the different ecosystem services are quantified this concept can be taken farther.  For example, as point to non-Point source trading is developed a landowner can traded the value of water quality improvements achieved by planting trees to a wastewater treatment plant owner to allow them additional loading capacity.  The air quality value of forest land can become another asset to market. Wetlands mitigation banks are another and so on.  

Once the tool to quantify the value of ecosystem services is established systems of brokering, managing and tracking the transactions will be needed.  Some of this can be done by the private sector and some may be best managed by government but these are details to be worked out.

At the December 3, 2008 RRBC meeting the Commission will hear a presentation from the Department of Forestry on their Ecosystem Services efforts including a discussion of what is needed to continue to move this effort forward. 
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