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Overview

� Background

� What are conservation auctions?
� QLD Vegetation Incentives Program

� Participation and bidding within VIP
� Lessons for design of conservation auctions



Background

� Clearing of native vegetation major 
environmental issue in QLD

� Contributes to loss of biodiversity; land 
degradation; water quality problems; salinity

� Can’t protect the optimal amount of 
biodiversity in reserves

� Need to get private landholders to protect and 
manage their native vegetation – to “provide” 
more ecosystem services



Conservation auctions

� Broadscale landclearing banned in QLD but 
landholders still able to clear some vegetation

� Positive management also required
� Public funding might be appropriate
� Limited public funds means cost-effectiveness crucial
� Auction theory can be used to improve the cost 

effectiveness of funding programs
� The policy mechanism is known as an auction for 

ecosystem service or auctions for conservation 
contracts



Conservation auctions

� Procurement auction with government as buyer and 
landholders as sellers of environmental services

� Landholders asked to submit a tender containing a 
management plan and a price for undertaking plan 
(can be for range of environmental outcomes)

� Winners chosen based on ecological significance of 
property and price, and sometimes on management 
action lers of environmental services

� Targets information asymmetry in NRM –
landholder knows cost, government has technical 
information



� May help attract landholders who haven’t traditionally 
participated in NRM programs

� A wide range of participants can be targeted (eg high 
cost but high benefit)

� Explicit assessment
� The main attraction of an auction is cost 

effectiveness
� Competition decreases information rent
� Successful bidders paid close to their individual 

opportunity costs
� When opportunity costs heterogeneous, auctions 

may be more cost effective than a flat-fee payment 
scheme

Benefits



Vegetation Incentives Program

� VIP introduced in 2004

� Part of a financial assistance package
� $12 million budget

� Aimed at protection and management of high 
quality regrowth vegetation

� Sealed bid, first price auction

� Designed within a political environment –
constraints included short design time



Vegetation Incentives Program

� 5 year management plan + covenant 
(permanent protection attached to land title)
� Separate bids

� Run in three stages from late 2004 -mid 2006
� Changed over the period 

� Only small part of the budget expended
� Low participation
� High bids

� Participant and non-participant survey 
conducted





18 880Hectares protected

37No. approved

108 (97 people)Bids

212EOIs



Bid levels

� Very high bids in Southern

� Better in 2nd phase; 1/3 asked for nothing for 
covenants

� Better again in SEQ; 2/3 asked for nothing for 
covenants

� Still a low conversion rate – only 1/3 of 
tenders approved

� So what influenced participation and bid 
levels?



Typical participant

� From semi-rural areas in FNQ and SEQ
� Conservation minded*
� Not relying on their properties for income –

most not “farmers”*
� Had previous experience with NRM 

programs*
� Found forming a bid difficult
� Highly educated

* Statistically different to the people who withdrew



Analysis

� Why restricted participation? 
� Covenant in first round; permanent 

protection in all
� Confusing (poor guidelines; ongoing 

changes)
� Distrust NRM&W (Soon after VMA 

amendments)



Influences on bid levels

� Positive impact:
� Total management costs
� Agricultural production
� Participating because like setting own price on 

work or think extra income useful for family 
members

� Negative impact:
� Age
� High off-farm income
� Understand process
� Think bid is likely to succeed



Influences on covenant bid

� Positive impact:
� Proportion of agriculture
� Belief land value will fall
� Want to keep property in family

� Negative impact:
� High off-farm income
� High income
� Think bid is likely to succeed
� Higher education (Bachelor or above)



Key lessons

� Auction design:
� Design time crucial
� Uncertainty important to deal with
� More than one round useful
� Reserve price

� Process design
� Careful using third party to deliver

� Contract design
� Additionality vs reduction in moral hazard
� Covenant or not

� Choice of instrument important



Thank-you!

Please feel free to email me at 
emma.comerford@rspb.org.uk with any 

questions or comments


