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Building Block Markets 

Approximate	  geography	  
for	  current	  building	  	  
block	  markets	  under	  

development	  

Building Block Markets 



•  Link	  directly	  to	  environmental	  goals	  
•  Market-‐based	  and	  science-‐based	  
•  Recover	  species	  in	  a	  cost	  effec9ve	  way	  
•  Integrated	  landscape-‐scale	  conserva9on 
 

Habitat Exchanges 





TRADITIONAL	  OFFSETS	  

Regulator Mitigation Buyer 
Credit Producer 

Resource of Interest 



PERFORMANCE-‐BASED	  MARKETS	  



Shi>ing	  to	  Performance-‐Based	  

Requires:	  
1)  New	  Methods	  for	  Quan9fying	  Outcomes	  

2)  New	  Accoun9ng	  Methods	  



Prac9ces	   Outcomes	  

Infrastructure	  
installaCon	  (eg.	  

fence)	  

Plan	  with	  
correcCon	  to	  
outcomes	  (eg.	  
Grazing,	  burn)	  

Direct	  measure	  of	  
habitat	  aMributes	  
(eg.	  VegetaCon	  

height	  
Number	  of	  birds	  

Prac9ces	   	  	  Outcomes	  Con9nuum	  



Benefits of Performance-Based 

•  Lower transaction costs 

•  Lower on-the-ground costs 

•  Encourages innovation 

v Ferraro 2002 

Terry	  W	  Ryder/ShuMerstock.com	  



Func9onal	  Acres:	  Landscape	  vs	  Site	  Scale	  

Site Scale Habitat 

50%	  
Landscape	  
Poten9al	  

100%	  
Landscape	  
Poten9al	  

Landscape Scale Habitat 



Func9onal	  Acres:	  Debits	  

Total	  Debit:	  30	  func9onal	  acres	  

Project Developed on Habitat 

Pre-‐
Project	   Acres	   Quality	  	   FuncConal	  	  

Acres	  

Site	   100	   100%	  	   100	  

Landscape	   n/a	   50%	   50	  

Post-‐
Project	   Acres	   Quality	  	   FuncConal	  	  

Acres	  

Site	   20	   0%	   0	  

80	   50%	   40	  

Landscape	   n/a	   50%	   20	  

X X
X

= =	  
=	  



Func9onal	  Acres:	  Credit	  Requirement	  

Credit	  Site	  

Hypothe9cal	  Example:	  	  Mi9ga9on	  Requirement	  =	  Debit	  x	  1.2	  
	   	   	  Mi9ga9on	  Requirement	  =	  30	  func9onal	  acres	  x	  1.2	  	  
	   	   	  =	  36	  func9onal	  acres	  
Net	  Benefit	  =	  6	  func9onal	  acres	  (36	  –	  30	  func9onal	  acres)	  

	  

Greater Sage Grouse Habitat 

50%	  Landscape	  
Poten9al	  

100%	  Landscape	  
Poten9al	  



Func9onal	  Acres:	  Credits	  

Management Practices to Improve Habitat 

Total	  Credit:	  60	  func9onal	  acres	  

Pre-‐Project	   Acres	   Quality	  	   FuncConal	  	  
Acres	  

Site	   20	   0%	   0	  

80	   50%	   40	  

Landscape	   n/a	   100%	   40	  

Post-‐Project	   Acres	   Quality	  	   FuncConal	  	  
Acres	  

Site	   100	   100%	   100	  

Landscape	   n/a	   100%	   100	  

X

X
X=

=
=



Func9onal	  Acres:	  Net	  Benefit	  

Credit	  –	  Debit	  =	  Extra	  to	  Sell	  
60	  func9onal	  acres	  –	  36	  func9onal	  acres	  =	  24	  func9onal	  acres	  of	  extra	  credits	  to	  be	  sold	  

Credit	  Site	  

50%	  Landscape	  
Poten9al	  

100%	  Landscape	  
Poten9al	  

24	  Func9onal	  
Acres	  available	  
to	  sell	  to	  other	  
investors	  

-‐30	   +30	  

6	  Func9onal	  Acres	  of	  
Net	  Benefit	  from	  
MiCgaCon	  RaCo	  

+6	   +24	  

30	  Func9onal	  Acres	  of	  
Direct	  Offset	  



Credit	  Producers	  
Protect	  &	  restore	  habitat	  
that	  generates	  credits	  

Investors	  
Purchase	  credits	  for	  
conservaCon	  or	  miCgaCon	  

Quan9fica9on	  Tool	  
	  

Opera9onal	  Protocol	  

Registry:	  Trading	  &	  Repor9ng	  Plaaorm	  
	  

PROCESS & TOOLS 

Verifica9on	  
Documents	  

Quan9fica9on	  	  
Tool	  



Poten9al	  Market	  Roles	  

Aggregators	  

Broker	  

Governing	  Body	  

Engage	  Buyers	  

Confirm	  Project	  
Performance	  &	  
Award	  Credits	  

Execute	  
Programma9c	  
Decision-‐making	  

Manage	  
Contracts	  &	  
Payments	  

Engage	  Credit	  
Producers	  

Manage	  
Exchange	  
Opera9ons	  

Ensure	  Program	  
Performance	  

Support	  
financial	  

assurance	  &	  
contrac9ng	  

Technical	  Support	  
Monitor	  

Effec9veness	  &	  
Adjust	  Tools	  

Support	  Project	  
Planning	  &	  

Implementa9on	  

Verify	  Project	  
Performance	  



Key Points 

•  Market-‐based	  
•  Science-‐based:	  quanCfied	  &	  verified	  
•  Outcome-‐based	  
•  Improves	  certainty	  for	  project	  development	  
•  Transparent	  
•  Focused	  on	  state	  conservaCon	  goals	  
•  Meets	  standards	  of	  key	  regulatory	  enCCes	  

©Gerrit	  Vyn	  
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