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Review: Money isn’t everything

In a time of shrinking public budgets, one of the underlying objectives of PES schemes is to
increase funding for ecosystem protection by generating additional income from private sector
beneficiaries. So far, private sector participation in PES schemes has been an exception rather
than the rule.

Among the exceptions is Nestle Waters — the owners of the French company that produces Vittel
mineral water. Realizing that intensive farming could threaten the quality of their mineral water,
Vittel took a proactive approach, by investing US$24.5 million over a seven year period to support
the transition from intensive to extensive farming practices that required more capital, land and
labor. These efforts were far from straightforward, and relied on much more than scientific and
economic information alone. A case study report prepared for IIED by Daniéle Perrot-Maitre
(2006), reveals the complexity of this PES scheme, and some factors that have been critical to its
success.

Before launching the scheme, a four year research program was undertaken by a Vittel
subsidiary company in partnership with the French National Agronomic Institute. The purpose of
the research was threefold: 1. To establish relationships between farming practices and water
quality. 2. To recommend changes for more stringent mineral water standards, and 3. To create
adequate incentives for farmers to change their practices accordingly. Following the study and a
ten year period of negotiation, Vittel entered into long-term contracts with 26 out of 37 farmers in
the watershed that were committed to the continuation of farming. These contracts provided
farmers with subsidies and land use rights for up to 30 years on larger plot sizes (average 150
ha) in return for adhering to specified management practices.

Before joining the scheme, the farmers were all heavily in debt (and in many cases no longer
owned their land) as a result of purchasing equipment for intensive farming promoted by the
European Union Common Agricultural Policy (CAP). Furthermore, inheritance laws had often
made it necessary for farmers to re-acquire fragmented farmland from siblings (among whom it
had been evenly divided) in order to continue farming. The Vittel scheme overcame these
problems by taking ownership of the land from the creditors and providing farmers with long-term
use rights.

The subsidies have included 200 Euros per hectare per year for a five year transition period,
150,000 Euros per farmer for new equipment, free labor to apply compost (at optimal rates),
technical assistance, and an introduction to new social and professional networks to support this
extensive farming approach. Payments are based on compliance rather than service provision
since it is impossible to link change in water quality to practices on individual farms. However,
there is extensive monitoring of nitrate levels in the water, as well as farming practices, so that
these can be adjusted as lessons are learned.

A major point of contention was how to value the services provided by farmers, and whether to
base payments on the opportunity costs of farmers or those of the company. On the one hand,
farmers were in a strong bargaining position with the combined ability to radically affect water
quality. And on the other, Vittel's strong brand connections to the ‘Grande Source’ (Great Spring)
area (at the foot of the Vosges mountains in northeastern France), compelled the company to
search out a mutually beneficial solution. Given that Vittel is also a major employer in the region,



many of the farmers came to recognize that protection of the ‘Grande Source’ would in fact be a
mutual benefit.

Under the agreement that was ultimately accepted, farmers were offered a way out of debt, which
ensured that family farming in medium to large size farms could continue over the next generation
without any loss of income. Among the key factors in the success of this initiative is that efforts
were made right from the start to understand farmer’s livelihood strategies, perspectives, future
plans and constraints, as well as engaging them in the research program.

Scientific and economic research was preceded by research on the historical, geographical and
sociological context of the watershed. This allowed the company to establish a dialogue and
partnership based on mutual interest and trust with those farmers that wanted to continue
farming. Other important factors in the success of the arrangement were the existence of strict
legislation on mineral spring water, the formation of a locally based intermediary institution
(whose director became a champion of the cause), and last but not least, the acceptance of risk
and uncertainty by everyone involved.

In contrast with annual payments made under the CAP, the payments made by Vittel reflect a
commitment to the long-term viability of farming, which is expected to become sustainable at the
end of the transition period. The scheme was made possible by a special set of conditions that
may or may not be found elsewhere. However, what is replicable, even outside of Europe, is the
process through which the scheme was developed, which gave special attention to context rather
than seeking out ideal conditions, and which transformed a situation of conflict into a successful
private/public partnership.
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references for forthcoming bulletins.
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Announcements

Global Workshop of Payment of Environmental Services

In collaboration with a number of partners, RUPES Project is organizing a global level workshop
in Mataram, Lombok, Indonesia from 22 to 27 January 2007. A scientific conference and a
practice workshop will be the main agenda. For more information see:
www.worldagroforestry.org/seal/rupes
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