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RACE FOR TOMORROW,

WORKING TOWARDS SPREADING AWARENESS ON THE IN-
TERCONNECTIONS BETWEEN ENVIRONMENT, SUSTAIN-

ABILITY AND SERCURITY.

“Even as we refine our understanding of the question
human and environmental security, we should always
mind that, in the end, we must go back to the ultim
promoting sustainable development on a global scale
to do this, we must create a new paradigm of intern
eration that takes into account the new global chal
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realities.”

Celso Amorim, Foreign Minister of Brazil

Rio + 20

Forty years from the first UN Con-
ference on Human Environment
(1972), twenty years from the Rio
Earth Summit on Environment
and Development (1992) and ten
years from the World Summit on
Sustainable Development (2002),
many of the promises made by
international decision-makers
have still not been implemented.
To take just one example, be-
tween the Rio and Johannesburg
summits, developed countries did
not fulfill their promise to provide
aid that would enable developing
countries to develop sustainably.
Instead, aid fell in real terms by
over a quarter after the summit,
despite strong growth in the world
economy.

In consequence, many economic
and environmental issues have
become so acute that many be-
lieve they now constitute a threat

to human security. In September
2005, the World Summit at-
tempted for the first time to ad-
dress Human and Environmental
Insecurity at the global level. In
preparation for the World Summit,
the Secretary General's prepared
a report entitled In Larger Free-
dom that addressed security con-
cerns in unison with sustainable
development issues. Despite this
ambitious starting point, the Sum-
mit failed to deliver a clear road-
map on any of the issues.

The challenges of environmental
degradation and excessive con-
sumption patterns by industrialized
countries pose a threat to both the
developing and developed world
and are getting greater. Our pre-
sent rate of material consumption
is simply not sustainable. ‘If eve-
ryone in the world lived as we do
in the UK, we would need three




‘The next generation
need not become a
generation of crisis, it
need not be a
generation of fear - it
could be a generation
of hope and
solidarity.’

planets to support us,” (One Planet
Future, WWF). We are currently
seeing a converging of the environ-
ment and security agendas. Last
year, the UN Security

the Summit should also strive to build
a coalition of governments and stake-
holders that are committed to a multi-
lateral approach, and that focuses on

building partnerships

Council debated climate Many are urging govern- for capacity building

change for the first time. ments to consider a new and

implementation

However, it is not the only UN summit for 2012 on ©n these issues.

environmental topic that is
being discussed as a se-
curity issue. Over the
coming years, we could
potentially see conflicts over such
issues as energy, water, biodiver-
sity, migration, food security, con-
sumption patterns and rapid urbani-
sation. Climate change will only ex-
acerbate these issues in the future.

Within this new paradigm, threats
such as global climate change, wa-
ter scarcity, migration and security
merge into a new landscape,
namely that of Human, Economic
and Environmental Insecurity. Any
discussion on sustainable develop-
ment will be sidelined if it is not
viewed from this paradigm.

Many are urging governments to
consider a new UN summit for 2012
on the theme of Human, Economic
and Environmental Insecurity. Such
an event will be the defining agenda
of the next twenty years. It will also
define our political leaders. The
next generation need not become a
generation of crisis, it need not be a
generation of fear - it could be a
generation of hope and solidarity.

In anticipation of this new summit,
only a positive integrated approach
to tackling these issues in the future.
We will work with governments,
stakeholders, the public and the me-
dia to start outlining elements within
this agenda. It would start to map
out the new paradigm of Human,
Economic and Environmental Secu-
rity policy approaches at all levels,
and focus on developing partner-
ships to enhance implementation.

A successful Rio+20 summit would
highlight the links between environ-
ment, economic and human insecu-
rity in people’s minds. To prevent
another series of broken promises,

the theme of Human,
Economic and Environ-
mental Security

Stakeholder Forum is
collecting ideas on
what an agenda for
2012 would be. Some early sugges-
tions have been:

A text dealing with the emerging
agenda of Human, Economic and
Environmental Security.

A Review of existing environ-
mental commitments from the Rio
and Johannesburg summits.

A call to re-evaluate the financial
architecture of international environ-
mental governance, possibly with the
World Bank as a leading financier.
(http://news.bbc.co.uk/1/hi/
uk_politics/7199483.stm).

The need for a new architecture
on environment and sustainable de-
velopment and how to deal with cli-
mate change outside the UNFCCC
post- 2012.

The possible inclusion of a Pre-
cautionary Risk convention.

The need to rebuild multi-
stakeholder partnerships for sustain-
able development.

A set of commitments by stake-
holders to take action. E.g. local and
regional government and industry.

By Felix Dodds, Executive Director of
Stakeholder Forum.



Payment for Environmental

Services:
A Way to Finance Climate Change Initiatives?

Until recently, governments and individuals have valued land
and ocean territory primarily in terms of the environmental
goods it provides. Land which yields usable timber, oil and
other naturally produced commaodities has a ready market, and
the price of these goods at least partly reflects their scarcity.
However, there is a growing realisation that the environment
also provides critical services, also referred to as
ecosystem services. These services include the
absorption of carbon, the provision of clean air
and water, the pollination that biodiversity
provides, the control of agricultural pests, the

Explicitly valuing these
services and paying
those who contribute to

maintenance of soil quality, and the provision of their provision creates a

natural beauty (on which tourism relies).
Traditionally, individuals and governments have
acted as if there were an endless supply of these
services, and have therefore not valued them in
the same way as they have environmental
goods. However, it is now clear that this
provision is under pressure and can no longer be taken for
granted.

From an economic perspective, if environmental services are
not explicitly valued, there is not enough incentive to produce
these services at an efficient level. Explicitly valuing these
services and paying those who contribute to their provision
creates a market in services should create an incentive to
preserve the source of the service. The objective of the
Payment for Environmental Services (PES) concept is to
develop incentives to preserve the environment by creating
channels which transfer funds from those who benefit from
environmental services to those who can help maintain these
services.

How do Environmental Services work?

Due to the magnitude of the challenge presented by global
climate change, valuing environmental services on a global
level, such as the service of carbon absorption provided by the
world’s rainforests, is an important challenge. However, the
flow of value within local level services, such as the pollination
services that local forests provide for local coffee growers, is
easier to analyse, and the benefits of PES are easier to see in
this context.

In a 2004 study’, it was found that coffee plants grown within 1
km of natural forest yield up to 20% more coffee because bees
from the forest improve pollination. In one Costa Rican coffee
plantation, the value of the pollination services provided by the
forest amounted to $60,000 (US) per year. This price
compares favourably with the income that could be earned by
using the forest land for agriculture, and is far larger than the
current conservation payments. The value that the coffee
farmers directly gain from the existence of the forest would
justify a payment to maintain this service, and prevent the
forest being used for purposes which yield direct income, but
are ultimately less valuable.

market in services
should create an incen-
tive to preserve the
source of the service.

What does Payment for Environmental
Services (PES) entail?

As this example shows, Payment for
Environmental Services involves compensating the
providers/preservers of an economic service, thereby
providing the ncentive to maintain efficient levels of the
service. Because the natures of the services differ
significantly, as do the ownership of the services and the
ability of the beneficiaries of the service in different
contexts to pay for it, attempts to implement a PES system
must take into account the following:

Firstly, the environmental service must be defined, and its
value should be estimated. Pablo Gutman points out that
defining environmental services narrowly and
disaggregating them so that, for instance, the service of
pollination is considered separately from other services
that a forest provides, facilitates market-based payment
systems, where the user pays. Defining environmental
services more broadly and considering them as a whole is
more in line with a conservation perspective, which seeks
to preserve the value of ecosystems as a whole, rather
than valuing its constituent parts.? Careful choices need to
be made when ‘unbundling’ environmental services in
order to strike a balance between drawing a clear link
between services and their users, and appreciating the
interconnectedness of the environmental services in
guestion.

Secondly, the various groups that provide and benefit from
the environmental services need to be identified, and the
value to each beneficiary group should be estimated, along
with the ability of that group to pay. Canadian
environmental organisation Unisfera points out that PES is
most effective when ‘beneficiaries are well organized, and
when land user communities are well structured, have
clear and secure property rights, strong legal frameworks,
and are relatively wealthy or have access to resources’.?

However, PES is difficult to implement in situations where it
is not clear who owns the resources that p?ovide the
service. Also, those who receive the benefit of the
environmental service are not always in a position to pay



‘In order
to achieve Interna-

tional PES systems
on a sufficient scale,
several hurdles need
to be overcome....’

for it. This is obvious in the case of those
who make a marginal living from fishing
clean streams, since the value of the service
provided to them by the clean water is
roughly equivalent to their total livelihood. In
such cases, the viability of PES depends on
finding a funding source which can capture
the value of the service.

Thirdly, relating to this point, choices need to
be made about who should pay for the
environmental service. Since the point of
PES is to compensate providers of the
service so that it is maintained at levels
which reflect its value to users, a PES
scheme can work with various funding
mechanisms. One option is setting up an
open market for the service, where users

developing countries.

For this reason, UNEP, in conjunction with
the German Government, the World
Conservation Union (IUCN) and the
Secretariat of the Convention on Biological
Diversity (CBD), hosted a 2006 discussion
on the role of PES in conserving bio-
diversity and reducing carbon emissions,
and the possibilities of matching providers
and beneficiaries in different countries.
There was wide-spread agreement on the
importance of increasing international-
level PES, with a particular emphasis on
biodiversity issues, and following the
discussion, there has been much
promising research into international
payments  for  the reduction of

compensate providers directly.  Another deforestation.
option involves public entities ]
collecting revenues from users and Providers/ However, because local

transferring compensation, with or protectors of eco- markets are often better
without subsidy. A further solution nomic services are defined than global ones, it is
involves using public funds or explicitly held ac- more challenging for PES
international funds to compensate cguntable for their Schemes to work on a global

providers directly,
subsiding beneficiaries.

Benefits of PES

If the conditions for PES are in place, PES
has a number of advantages as a means of
funding environmental protection. Providers/
protectors of economic services are explicitly
held accountable for their stewardship of the
resource in question, and an automatic
sanction (non-payment for non-delivery) is in
place should they fail to preserve this
service. PES is also a way of realising
efficiency gains, and preventing ‘tragedy of
the commons’ overuse of open
environmental resources, through the
process of allocating property rights, and it is
an opportunity to introduce new sources of
funding into conservation.*

Is PES a way of financing Climate
Change?

International PES is receiving increasing
attention as a way to change the existing
global incentive structure, which has led to
the degradation of nearly 60% of
ecosystems worldwide, according to the
2005 MEAs. The prospect of collecting
funds from beneficiaries of global
environmental services around the world,
and transferring these funds to host
countries to  help preserve these
environments is attractive for a number of
reasons. It would improve awareness of
global interdependence, and could, in some
cases, simultaneously incentivise the
protection of environmental services, such
as rainforests’ carbon  sequestration
services, and also transfer funds to

effectively stewardship of the level.
resource in
guestion

In order to achieve
International PES systems on
a sufficient scale, several
hurdles need to be overcome.
According to the UNEP panel,
these include

‘technical and policy issues (such as the
relationship between biodiversity and
ecosystem services, the valuation and
pricing of ecosystem services, and social
equity considerations), the real potential of
international demand for biodiversity-
related ecosystem services, and the
willingness and capacity of biodiversity-
hosting nations to respond to this
demand.’®

Moreover, allocating property rights to
many  global ecosystem  services
(especially ocean services) is difficult.
PES is also not guaranteed to be equitable
in its outcomes. Assessing the
effectiveness of PES therefore will
sometimes require a de-coupling of
environmental protection/biodiversity
preservation and poverty reduction aims.

Ultimately, if PES is to be harnessed to
address international environmental
concerns such as climate change,
effective payment mechanisms must be
set up and equitable property rights over
global environmental services must be
allocated. It will also involve strengthening
the capacity of potential beneficiary
countries to enforce their side of the
agreement, use funds efficiently and
accountably, and distribute the gains fairly
among their population - some of the most



intractable development challenges. Moreover, the logic of
PES requires countries which have benefited from services
they have presumed to be free, to take on responsibilities
that have been conveniently forgotten until now.

The challenges are therefore large, and the political will
that will be needed to introduce a global PES system is
very substantial. However, this should not be seen as a
drawback. Any effective climate change initiative will
require commitment and compromise from those who
presently benefit from the status quo, in both developing
and developed countries, and the fact that a global PES
system would make these development challenges critical
implementation steps in achieving an important
international goal is actually a virtue of the system. It
would provide focus, urgency and accountability in
development areas where it is urgently needed, and
incentivise both truly effective aid and longer-term attitudes
towards the natural environment. By Kathleen Collett

Global League Tables reveal Environmental Premier L
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Champions and those left in the play-offs

Stakeholder Forum has produced a Global League
Table, which ranks countries in accordance to their
commitment to 5 key multilateral environmental
agreements. The research shows that a number
of countries are stalling on their commitment to
ratify these environmental policies into law.

The five MEAs in question are the Bio-Safety
Protocol, the Kyoto Protocol, the Rotterdam
Convention on the International Trade of
Hazardous Chemicals, the Stockholm Convention
on Persistent Organic Pollutants, and the United
Nations Convention on the Law of the Sea.

The League Table puts the UK, and the European
Community at the top of Premier League, each with 15
points. China and Canada follow shortly behind with 13

United States and Myanmar, both with only 5 points. The
United States’ low score is attributed to the fact that, although
it has signed the MEAs in question, none have been ratified

The research shows
that a number of
countries are stalling
on their commitment
to ratify these envi-
ronmental policies

into law.

into legally binding law.

These scores give a stark contrast to the
Global League Tables released by
Stakeholder Forum in 2002 at the World
Summit on Sustainable Development in
Johannesburg. In 2002, no single country
scored 15 points. In 2008, there are 37
countries that meet this benchmark. This
shows a clear strengthening of governmental

commitments to binding international law relating to the
environment. By contrast, the Russian Federation and the
United States have failed to improve their ranking and
continue to lag behind in the Division Four League.

points. Playing in the Division Four League are the MEAs have a history of being the catalyst for environmental
change, as evidenced by the Montreal Protocol, which
- - —— reduced the amount of ozone-layer
Country Conventions  Points Points in 2002 Change damaging chemicals in  the air by 95%,
Played and the Basel Convention, which has led
United Kingdom 5 15 7 +8 to a more environmentally sound
management of toxic waste and its
France 5 15 5 +10 |transport across borders.
European Community 5 15 9 +6 It is hoped that the publication of Global
India 5 15 2 +13 |League Tables will provide an urgent
reminder that not all countries are meeting
South Africa 5 15 1 +14  |their commitments to  sustainable
Brazil 5 15 6 +9 development and that universa_l ratificatio_n
of MEAs represents a crucial step in
China 5 13 5 +8 halting environmental destruction.
Russian Federation 5 5 4 +1 By Kelvin Cheung
USA 5 5 5
Zimbabwe 4 1 1 S
A full list of countries rankings can be obtained fom http://
www.stakeholderforum.org/index.php?id=506




Empowering Civil Society in UN processes

The rise of civil society is one of the landmarks of our
times. The World Bank estimates that there were
around 6,000 NGOs in 1990. By 2000, the number
approached 37,000. NGOs are only one aspect of civil
society, however. In general terms, civil society is
composed of voluntary associations which build around
a set or interests and values, and which are organised
according to different principles to the state or the
market. This means that the concept of Civil Society
Organisation (CSO) is broad enough to

board. In the best cases, the more innovative
processes have enhanced the quality of decision
making, increased ownership of decisions, improved
accountability and transparency of the process and
enriched the final outcome through a variety of views
and experiences. In the least successful cases, such
processes have hampered the intergovernmental
search for common ground and excluded groups from
the forum. In addition, due to the number of different

processes emerging, each with their own

include groups with such diverse objectives There has also been a distinct set of procedures, there is a

as the American Rifle Association and the
International Red Cross.  This diversity
means that they can provide an avenue for

marked increase in
more ad-hoc and in-
novative processes

danger that the interface between the UN
and civil society is becoming confusing
and unproductive.

the expression of interests which are often whereby members of

sidelined during intergovernmental
negotiations, but it also presents a significant
practical challenge.

The involvement of a diverse range of actors

in international institutions and national governments is
now considered essential for action on global priorities.
In 1997, under Kofi Anan’'s leadership, the United
Nations launched a broad programme of institutional
change and reform, a key part of which was intended to
engage non-state actors into the UN system on all
levels. The Cardoso Panel report published in 2005
again stressed that the UN should become a more
‘externally-orientated organisation’, stating that
‘constructively engaging civil society is a necessity for
the United Nations, not an option. The engagement is
essential to enable the Organisations to better identify
global priorities and to mobilise all resources to deal
with the task at hand’.

The various UN bodies have responded to the call to
become more ‘externally orientated’ in different
measures. Most obviously, CSOs are now able to
attend General Council meetings and operational
partnerships between NGOs and UN bodies are
becoming more established. There has also been a
marked increase in more ad-hoc and innovative
processes whereby members of civil society seek to
engage in the UN system. These include
multistakeholder dialogues, internet-based
consultations, and local and regional NGO hearings.
Examples range from the UNCTAD hearings with civil
society, private sector and academia, to the
multistakeholder dialogues at the Commission on
Sustainable Development (CSD), to the private sector
consultations for the Global Compact.

The new UN/CSO forums illustrate a more concerted
effort to involve non-state actors into UN decision-
making processes. However the quality and the
procedure of the forums varies considerably across the

civil society seek to
engage in the
UN system.

Stakeholder Forum maintains that there
are key components of any engagement
process that can enhance its quality, and
ensure that CSOs are adequately
consulted and informed throughout the
process. The Ford Foundation has commissioned the
Stakeholder Empowerment project, an eighteen month
review of civil society engagement in the UN system.
The project will identify the most innovative and
participatory mechanisms by which CSOs have been
included in UN decision making.

The research will focus on three areas of engagement;
information sharing, policy recommendations, and
policy making.

Through a detailed analysis of a number of case
studies and extensive consultation with participants
and facilitators, the project will develop a set of good
practice guidelines.

We are hoping to draw extensively on the experience
of civil society organisations in UN facilitated
processes and are keen to gather input from all
qguarters. We are particularly interested in:

Examples of successful, or indeed unsuccessful,
UN facilitated CSO engagement forums.

- Suggestions and recommendations for
improvement of current engagement forums.

- Examples of CSO engagement forums outside the
UN system

If you would like to input any suggestions, or would like
to know more about the Stakeholder Empowerment
project, please contact Emily Benson, Project Officer,
here or 00 44 207 580 6912.

By Emily Benson, Stakeholder Forum Project Officer.



Global Public Policy Network on Water Management

Ensuring maximum stakeholder input to the water man

By Hannah Stoddart, Stakeholder Forum Policy Coordi

The Global Public Policy Network on Water
Management was established by Stakeholder Forum for
a Sustainable Future and Stockholm International Water
Institute (SIWI) at the World Water Week in 2006. The
GPPN was founded in consultation with a wide range of
international water management stakeholders to help
enable a successful review of water management at the
16" session of the Commission on Sustainable
Development (CSD-16), in May 2008.

At CSD-16, the water management commitments outlined
in the CSD-13 decision will be reviewed. The review will
take place in the first two days of the second week of
CSD-16, on 12" and 13" May. The GPPN aims to
enhance the review process by providing a space ahead
of CSD-16 where all water management stakeholders —
including governments, civil society (Major Groups) and
international agencies — can provide their inputs and
exchange views on how far CSD-13 commitments on
water management have been met. Whilst governments
are already reporting on water management
commitments to the CSD secretariat, the GPPN is open
to all stakeholders and provides room for discussion,
exchange and interaction ahead of CSD-16.

Process

The GPPN has asked for stakeholders to report back on
how far CSD-13 commitments have been met in the
following areas: Governance and Capacity Building,
Stakeholder and Major Groups Engagement, and
Finance.

Stakeholders have been asked to report on progress
made in implementation of CSD-13 commitments; major
constraints and challenges, as well as any lessons
learned. The GPPN has also requested that stakeholders
identify any recent trends and emerging issues that
should be brought to the attention of the CSD, as well as
make recommendations as to how the CSD could
advance progress towards water and sanitation
commitments.

As a parallel process, the GPPN is also seeking inputs
from stakeholders on water management as a cross-
cutting issue in relation to Agriculture and Africa — two of
the thematic issues under discussion at CSD-16 to which
water management is perhaps most relevant. The GPPN
secretariat have identified commitments from the World
Summit on Sustainable Development in 2002, as well as
the 13" session of the CSD relating to water as a cross-
cutting issue for Agriculture and Africa. Stakeholders
have been asked to assess how far these commitments
have been met and what challenges and constraints
remain.

agement review at CSD-16

nator

The GPPN is an evolving and ongoing process and will
use stakeholder inputs to the water management
review in the following ways:

O Produce a synthesis report of stakeholder inputs,
outlining key areas of consensus, to be made available
to all stakeholders ahead of the CSD-16

O Launch a GPPN wiki - post up the synthesis to a
web page that allows users to collaboratively edit a
document to ensure it reflects a range of stakeholder
inputs.

0 Use the findings as the basis of a teach-in with
CSD member states to get them up-to-date on issues

0 Facilitate a series of side events at CSD-16 with
stakeholders that reflect the findings from the GPPN,
with at least two focusing on water as a cross-cutting
issue for Agriculture and Africa.

0 Use GPPN findings to contribute to the ECOSOC
Annual Ministerial Review on MDG-7 in July 2008.

Use GPPN findings to feed into the special session of
the General Assembly reviewing the MDGs in
September 2008.

Initial Findings and Recommendations

The GPPN has received detailed contributions from 30
global stakeholders, including Freshwater Action
Network, the World Business Council for Sustainable
Development and International Council for Science.



‘Stakeholders identi-
fied women and in-
digenous people as
the two groups who
are still seriously un-
derrepresented in re-
gards to water and
sanitation provision. ’

From these inputs it has been possible for
the GPPN to present some initial findings
and recommendations, some of which are
outlined below:

GPPN Findings
Governance and Capacity Building

Stakeholders stress the inadequacy of
hydrological data and the lack of capacity
to map out coverage rates and areas of
greatest need. Related to this was the
observation that local data is lacking, and
that national statistics do not reflect the
diversity of local experience regarding
access to water and sanitation. Part of this
problem is the lack of meaningful
indicators as to what ‘progress’ in water
and sanitation really means. Underpinning
these problems, stakeholders have
identified a lack of funding available for
monitoring, as funds are directed to
projects with more immediate benefits.

The importance of technology transfer for
achieving water and sanitation goals and
targets was highlighted by a number of
stakeholders. Yet the regulatory and
management systems for technology
transfer are often lacking, which presents a
particular challenge for the introduction of
new and low-cost technologies such as
Rainwater Harvesting. It has also been
noted that technology transfer often fails to
reach low-income urban areas, which is
often where the greatest need lies.

In the area of education, training and
knowledge transfer, stakeholders have
highlighted a reluctance to invest in new
models of water provision that would
provide incentives for local service
providers, who currently lack the capacity
and financial means to extend provision to
urban slums — the potential of the private
sector was stressed, though the necessity
was reasserted for a publicly controlled
and accountable framework for water and
sanitation provision that sets down the
standards for quality and price. In terms of
research and dissemination of knowledge,
stakeholders observe that a more
interdisciplinary approach would be
beneficial, that integrates the social
implications of water and sanitation with
the technical.

Stakeholder Engagement

Stakeholders identified women and

indigenous people as the two groups
who are still seriously
underrepresented in regards to water
and sanitation provision. Decisions
relating to water and sanitation
provision continue to be made by men,
even though women are significantly
affected. This leads to systems that do
not reflect women’'s needs. Equally,
indigenous people are rarely consulted
either at a local level or at high-level
international meetings. Traditional
indigenous knowledge relating to water
and sanitation is neither documented
nor considered.

Finance

Underpinning all the obstacles and
constraints identified was a concern
that the level of financing for water and
sanitation is inadequate. Too small a
percentage of ODA is ear-marked for
water and sanitation, and funding
streams are too often inconsistent and
confusing. The situation is
compounded by the lack of success in
increasing finance flows for water and
sanitation to complement ODA monies.
There is a general consensus that
though commercial incentives for water
and sanitation provision should be
improved, this should be done within a
public framework of accountability and
regulation. Cost-recovery is recognised
as necessary to cover the real costs of
the provision of water and sanitation,
though cross-subsidies should exist so
that costs are not prohibitive for
vulnerable social groups.

The GPPN invites readers to consider
the findings of the GPPN and to
contribute further to the review process
by providing their own inputs if they
feel in a position to do so. Most
significantly, the GPPN welcomes any
recommendations for improved
implementation of water management
commitments, building on and
complementing the findings above.

If you have any questions about the
GPPN process, please do not hesitate
to contact Hannah Stoddart on
hstoddart@stakeholderforum.org.

For more background on the GPPN,
please visit http://
gppn.stakeholderforum.org.




Virtual Water Trading

A Stimulant for Peace and Co-operation
or a Reason for Potential Conflict

Today, one in six of the world’s 6.5 billion people do not have
a safe and secure water supply. To exacerbate this, the
2007 IPCC report predicts that as a result of climate change,
in 20 years tens of millions more Latin Americans and hun-
dreds of millions more Africans will be short of water and by
2050, one billion Asians could face water shortages. Only
now are we becoming aware of the implications that such a
shift in the global distribution of water will have on the pros-
pects of the developing world. Water is not only crucial for
human survival but is also critical for the production of almost
every commodity; grain, fruits and other food, as well as
clothing, cars and technical devices. It has become increas-
ingly obvious that new frameworks for analysis and new pat-
terns of thinking are required in order to prepare for the shift
in water distribution around the globe. The concept of ‘virtual
water’, which was introduced in the 90s, is now beginning to
attract the attention of scholars and policy-makers alike and
may well provide a new framework for analysis. The follow-
ing article, the first in a series, introduces the concept of vir-
tual water and presents some of the key arguments surround-
ing the integration of virtual water into the global trading sys-
tem.

What is virtual water?

Virtual water is the amount of water that is embedded in food
or other products needed for its production. For example,
1,000 litres of water is needed to produce one kilo of wheat,
i.e. the virtual water of this kilogram of wheat is 1,000 litres.
For meat, about five to ten times more water is needed.
Trade in virtual water has steadily increased over the last
forty years: about 15% of the water used in the world is for
export, in virtual form.

Since, at the global level, agriculture is the largest economic
sector in terms of water use, trade in agricultural products is
the main component of trade in virtual water (see Figure 1 on
next page). With the trade of food crops or any commaodity,
there is a virtual flow of water from producing and exporting
countries to countries that consume and import those com-
modities. A water-scarce country can import products that
require a lot of water for their production rather than produc-
ing them domestically. By doing so, it allows real water sav-
ings, relieving the pressure on their water resources or mak-
ing water available for other purposes.

The story so far...

Currently, there is extensive research being conducted at the
University of South Australia assessing how developing coun-
tries with increasingly scarce water resources, especially in
arid and well-populated areas, could benefit significantly from
virtual water trading. The Director of UniSA’s Centre for Com-
parative Water Policies and Laws, Professor Jennifer McKay
is joined by other researchers in proposing that the World
Trade Organisation (WTQO) set up a virtual water-trading

council to help manage both real and
virtual water resources for the world’s
booming population. Prof. McKay, pre-
sented this argument at the conference
for American Academy for the Ad-
vancement of Science (AAAS) in San
Francisco on 14 February 2007. "The
virtual water-trading council would
work under international treaties and bilateral arrange-
ments,” she said. “The importing country would need to
have a national water plan to show how the saved water
would be applied to health and sanitation measures.” Prof.
McKay said that for the proposed virtual-water trading
council to work within the World Trade Organisation, the
present WTO signatories would need to agree to the pro-
posal, and others wishing to be involved would need to
make arrangements with the WTO. The set-up process for
the council would need to be multilateral through the WTO
using GATT (General Agreement on Tariffs and Trade)
agreements and international law - humanitarian law in
particular, according to Prof McKay. She believes the
United Nations would also be well placed to help in this
process.

A Case Study

As previously stated, it requires about 1,000 cubic meters
of water to produce a ton of grain. If the ton of grain is
imported to a political economy short of freshwater and/or
soil water, then that economy is spared the economic, and
more importantly, the political stress of mobilizing 1,000
cubic meters of water. As Tony Allan observed in his re-
search in 2003, the Middle East and North Africa (MENA)
was already importing at least 50 million tons of grain an-
nually in 2000. 50 cubic kilometres of water would have
been needed to produce this amount in the MENA, which
is the volume of freshwater that flows into Egypt each year
from the Nile. This volume is also equivalent to about 30
percent of the freshwater resources of the MENA region.

The MENA region’s growing dependence on food imports
from the rest of the world has attracted much attention in
recent years. Fuelled by rising oil income since the 1970’s
and sustained by rapid population growth ever since, the
region has come to rely heavily on the global trading sys-
tem — principally imports from North America — to feed its
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population and livestock. On a per capita
basis, the trend has been striking: by
1982, the regions’ expenditure on agri-
cultural imports had shot up to $US100/
head, compared to only $US10.5/head in
1970. By the early 1990s, the region
imported as much as 1/3 of its overall
cereal consumption, making it the largest
regional importer on a global scale. Per-
haps more alarmingly, this ratio is ex-
pected to rise to an astonishing 60% by
2020.

It has been stated by Allan (2003) that
one important indication of the scale of
water deficit of an economy, is the level
of its food imports. In this sense, the
MENA region ceased to have enough
water to meet its food and other eco-
nomic needs in about 1970. However,
the potential political impact of the scar-
city of freshwater in the Middle East has
been moderated by the region’s ability to
reach out to other ‘watersheds’ in the
world, namely through the international
trade in virtual water.

The MENA importing nations have bene-
fited from international trade in food in
several ways and the VWT ‘solution’ has
played an effective role in alleviating the
political impact of water scarcity. The
case suggests that the much-predicted
regional conflicts over water have not
materialised due to the global trade in
virtual water. It is therefore apparent

(2001;2003) in terms of the international
trade theory, that the global trading system
of commodities presents an exceptional
opportunity, or comparative advantage, for
water deficit countries of the MENA region
to alleviate their pressing food and com-
modity needs.

Virtual Water Trading: The Positives

The Virtual Water concept is a tool that can
help develop alternatives in water, food
and environmental policies. Inclusion of the
possibility of virtual water trade, especially
food imports, allows a wider spectrum of
alternatives in water and environmental
management policies. The strength of the
virtual water concept is that it embraces
the whole water management of a country
or basin and allows for a deeper under-
standing of water use. For example, virtual
water trade can be used to give insight into
diet description or broader optimisation of
water allocation between different water
uses by incorporating access to external
water resources. This makes the concept a
practical policy tool that can be extended to
detailed analysis of water resources man-
agement, environmental policies, irrigation
policy and international trade issues. Using
the concept of best-suited production sites,
nations and even continents can ideally
use virtual water trade as an instrument to
improve global water use efficiency to
achieve water security in water poor re-
gions of the world and to alleviate the con-

Figure 1: Global virtual wa- through the research conducted by Allan straints on the environment.

ter trade between nations:

top 10 crop products (1995-

1999)
Product % of the virtual
water trade

wheat 30.20
soybean 17.07
rice 15.36
maize 8.85
raw sugar 7.20
barley 4.88
sunflower 2.71
sorghum 2.01
bananas 1.97

Source: A.Y. Hoekstra; P.Q. Hung,

(\)/f"\fiurﬁ: o %zi;:i%sv;ggsvaen;:’?z?tl%?s Regional virtual water balances and net interregional virtual water flows related to the
in relation to international crop trade trade in agricultural products. Period: 1997-2001. Only the biggest net flows (>10 Gm3/yr)

are shown. Source: www.waterfootprint.org.



Another practical use of the virtual water concept lies in the
fact that the virtual water content of a product tells some-
thing about the environmental impact of consuming that
product.

Virtual Water Trading: The Negatives

Food security, environmental health and social equity are
the rationale for encouraging virtual water trade as a water
policy instrument. Countries might be better off using their
scarce water resources for economic activities that bring
higher economic returns and buy food instead of growing it
themselves. However, countries would be wary of becom-
ing too dependent on external sources for such a basic
commodity as food. Through the research conducted, it is
apparent that virtual water trade as a policy option that re-
quires a thorough understanding of its impacts not only re-
lated to international trade regimes and dependencies, but
also its impact on the local, social, environmental, and eco-
nomic structures. Moreover, it should contribute to local,
national and regional food security requiring appropriate
trade agreements which respect a nation’s right to decide
on their way to achieve food security, but also local distribu-
tion mechanisms ensuring access to food.

In cutting agricultural subsidies in the developed world,
there is a danger that developing countries, both water-rich
and water-poor will try to capitalise on this opening on the
international market by increasing their agricultural output,
which for water —poor countries might be unsustainable.
Making water available for different purposes by reducing
local food production and importing virtual water through
food imports may result in loss of employment in agriculture
and the quality of livelihood. One of the consequences of
application of the virtual water trade concept could be that
more profitable economic crops will get higher levels of wa-
ter security at the cost of high water-consuming low price
crops.

If such transitions are not possible, farm labour unemploy-
ment is likely to increase. In a country like South Africa,
which suffers from upward of 30% unemployment, and
where the majority of farm labour have little or no school-
ing, there is little prospect of this demographic finding alter-
native employment. The livelihoods of these people would
be seriously compromised unless the implementing authori-
ties cater for them (WWC, 2004).

Conclusion

Clearly, VWT may provide an instrument that allows for
integrated problem analysis as well as the identification and
assessment of policy options. VWT has the potential to
offer new integrated measures to deal not only with water
scarcity but also food security and trade relations. The vir-
tual water trade concept emphasises existing mismatches
between water availability and water demand, and seeks to
satisfy demand by the use of new forms of resource alloca-
tion. Thus, the virtual water trade concept can complement
existing approaches of demand side management, and with
the use of the case study of the MENA region, it is apparent
that in some water deficient countries, the VWT solution
may well be responsible for alleviating the pressing food
and commodity needs of the present and the future.

The VWT concept is also responsible for creating aware-
ness of the water volumes needed to produce the various
goods, thus providing an idea of which goods impact the
water system the most and where water saving could be
achieved. However, the specific socio-economic pre-
conditions of respective societies must be carefully ana-
lysed, as they will determine the different levels of adaptive
capacities that are needed to cope with the impacts caused
by the implementation of VWT policies.

By Amanda Sheehan
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The Race for Tomorrow

“Race for Tomorrow” is a new project undertaken by
Stakeholder Forum Director Felix Dodds, along with rock
legend Donovan, singer/songwriter Astrella Celeste, Jason
Rothberg, Knut Wehner and Ellen Joy.

The project aims to raise awareness and funds for five of
the United Nations Millennium Development Goals
(poverty, education, health, environment, and human
rights) through a series of charity concerts and a televised
charity adventure race that will transverse international
boundaries.

To stir up interest for the project, a series of charity con-
certs entitled “The Sounds of Our Times” are planned. The
first show was held in New York and featured rock sensa-
tion Donovan performing alongside artists such as Will
Lee (David Letterman), Steve Ewing (the Urge) and John
“Candy” Carr. All proceeds of the concert were donated to
Drukpa Trust (www.dwls.org/Award-Winning-
Buildings.html), which funds the construction of environ-
mentally friendly schools in the Himalayas.

Following the success of the first concert, the UN has re-
quested that the second concert take place in the UN Gen-
eral Assembly rooms on the 26™ of March and be based
around the music of Bob Marley. Felix Dodds said, “we are
happy to be a part of Race for Tomorrow as it will not only
raise funds for projects but will help build public awareness
of the challenges facing us.”

The flagship project will be a charity adventure race, where
teams of celebrities will undertake tasks as they move
across a country in support of their favourite charity. The
race is planned for 2010, but a pilot will air in August 2008
as six celebrity teams undertake a five day adventure. On
route, the teams will face a variety of tasks based around
the themes of the MDGs.

Race for Tomorrow can be followed at
www.racefortomorrow.com.

Felix Dodds, Donovan and Jason Rothberg in disamsabout the Race for Tomorrow in

the Vienna Café in the UN.
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Upcoming Events

March

5 Stakeholder Forum Board meeting

1-5 FAO 29th Regional Conference for the Near East, Egypt.

4-7 UNFCCC expert meeting on methods and tools and data ob-
servations, under the Nairobi work programme on impacts, vul-
nerability and adaptation to climate change — Mexico City

22 World Water Day

April

31-5 Bangkok Climate Change Talks 2008 - AWG-LCA 1 and AWG-t

Apr

31-4 FAO 25th Regional Conference for Africa

Apr

May

10-11  UNITAR Yale Conference. New Haven.

5-16 CSD-16. New York.

How to Lobby at Intergovernmental Meetings

Written by Felix Dodds and Megan Howell from Staltéér Forum for a Sustainable
Future, Michael Strauss from Earth Media, Maria On-
estini from El Centro de Estudios Ambientales,dfleth
Maruma Mrema and Anne Bourdy from UNEP.

This book is a unique guide on how to participate and
be heard at intergovernmental meetings, whether as
a stakeholder or a government official. It contains a
wealth of essential reference material including tips
for navigating the intergovernmental hot spots of
New York and Geneva, lists of UN commissions,
conferences and permanent missions, contact details
of key international organisations, NGOs and stake-
holder groups and useful web addresses.

If you have never lobbied or just want to have a bet-

ter understanding of how the intergovernmental gov-

ernance process works, this book is the essential
resource to make your work much easier.

This book is available for purchase online from www.earthscan.co.uk.
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