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1. Introduction 
• The Self-Extinction Premise 

• Some Historic Examples 
• The Roman empire 

• The Mayan civilization – Evidence from the Easter island 
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2. Future challenges  
1. The Climate Change 

• Greenhouse effect 

• Greenhouse gas and human activities 

• Climate change has an important moral dimension – Third world will be hit the worst, due 
to the activities of the first world 

• Climate change and international coordination; the latter is by no means a given. 

2. Water Accessibility 
• Increasing water stress 

• Non-uniformly distributed water stress 

• Demand for water and human activities  
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3. Meeting the challenges  
• International Cooperation 

 

 

 

 

• Resilient Market System 
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4. Response of society  
• Positive feedback loops 

• Positive feedback loops refer to those in which secondary effects tend to reinforce the basic 
trends. For example, emissions of methane and global warming. 
 

• Negative feedback loops 
• A self-limiting process 

• for example, the Gaia hypothesis proposed by Professor John Lovelock 

 

• The Role of Forest Economics, providing solutions to climate change, biodiversity 
loss, water scarcity, and population explosion 

 

• The Use of Models 
• Simplified characterization of reality 
• The use of models 
• Experimental economics, Ecological economics, and Econometrics 
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4. Response of society…  
Question: 

Does the normal reaction of the price system to a resource shortage provide 

an example of a positive or a negative feedback loop? Why? 
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5. Sources of inefficiency – global forestry trends 
Perverse Incentives for the Landowner 

• Perverse incentives create inefficient and unsustainable outcomes especially with 
respect to privately owned forests. 

• The value of a standing forest as wildlife habitat or ecosystem function is an 
external cost. Failure to recognize social values will result in inefficiencies. 

• External costs of timber harvesting may not be adequately considered by the 
private landowner. 

Perverse incentives stemming from Government policies  

• Government resettlement programs have also encouraged deforestation by 
facilitating the movement of migrants into agriculture. 

• Concession agreements are another source of inefficiency. Concession 
agreements define the terms under which public forests can be harvested 
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5. Sources of inefficiency – global forestry trends 
Perverse Incentives for Nations 

• Deforestation involves trans-boundary or global externalities.  

• Biodiversity: Deforestation is a major source of species loss. Many benefits of species 
preservation are external to the country with the forest. 

• Climate change: Deforestation contributes to climate change, but the benefits of leaving 
the trees standing are largely external. The costs, however, are largely internal 

• Public owned forests are sometimes seen as a means of providing land to peasants. 

• Poverty and deforestation can reinforce each other through positive feedback loops. 

• At the national level, large debts in many developing countries encourage the 
overexploitation of resources in order to raise foreign exchange to finance the debt.  
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5. Global forestry economics - Sustainability 
• Profit-maximizing decisions may not be efficient due to externalities. 

• Efficiency and sustainable forestry are not necessarily compatible. 

• Practices aimed at sustainable forestry that is also economically sustainable had 
led to a focus on rapidly growing trees and plantation forestry. 

• Plantation forestry is controversial 
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5. Global forestry economics – other public policy measures… 
1.  Debt-for-nature swaps 

• An agency, usually a non-governmental organization, purchases developing country debt, 
typically at a discount if repayment by the developing country is unlikely. 

• The non-governmental organization then “trades” (cancels) the debt back to the 
developing country in exchange for an environmental action such as the protection of a 
tropical forest. 

• An example is Madagascar, where the Conservation International, the Missouri Botanical 
Garden, and the World Wildlife Fund negotiated nine commercial debt-for-nature swaps, 
which generated $11.7 million in conservation funds (1987-89) 

2. Extractive reserves 

• Areas reserved for indigenous peoples to engage in traditional hunting and gathering 
activities 

3. Conservation easements and land trusts. 

• A conservation easement is a legal agreement between a land owner and a land trust or a 
government agency. Conservation easements can be sold or donated 
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5. Global forestry trends – other public policy measures 
4.  The World Heritage Convention requires 1% of contributions to UNESCO to be put into  

a World Heritage Fund, to protect cultural and natural environments of “outstanding universal 
value.”  

• Ratifying countries can have their natural properties of outstanding value added to the 
World Heritage List and apply for funds to help protect these sites 

5.  Royalty payments grant payments to biologically rich countries for all products developed 
from species in those countries.  

• These royalties are incentives for countries to preserve their biological diversity. 
Pharmaceutical companies have been making payments based on shared profits. 

6.  Carbon sequestration credits 

• This approach attempts to internalize the carbon-absorption benefit externality by giving 
forest owners credit for the additional carbon they remove from the atmosphere. This 
credit is tradable. 
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5. Global Forestry Economics  – Case study 1 
   

 

 

 

 

 

13 



5. Global Forestry Economics  – Case study 2 
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5. Global Forestry Economics  – Case study 3 
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5. Global Forestry Economics  – Question 
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5. Global Forestry Economics  – Answer 
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End of session 
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