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What are conservation tenders? 

ÅAuctions are a tool for allocating a good with unknown price amongst 

competing buyers.  

ÅPES auctions are óreverse auctions for multiple goodsô ï allocating a 

fixed budget for an unpriced good between competing sellers. 

 

ÅDesigned as a procurement auction 

ÅIntended to create a market where none exists 

 

ÅUsually run as a: 

ÅFirst price 

ÅSealed tender offer 

ÅSingle round 

ÅReverse auction 

 

 

 

 

 



What are conservation tenders? 

ÅAuctions are a tool for allocating a good with unknown price amongst 

competing buyers.  

ÅPES auctions are óreverse auctions for multiple goodsô ï allocating a 

fixed budget for an unpriced good between competing sellers. 

 

Intention: 

ÅPay selected landholders to supply a desired ecosystem service. 

ÅLandholder entry is voluntary ï and considered a commercial decision 

(though that is not entirely the case as we will see later). 

ÅTenders detail a price and an agreed set of activities (or outputs etc as 

relevant). 

ÅContracts offered to most cost effective ES producers. 

 

 

 

 



How do conservation tenders work? 

ÅDesigned as a procurement auction: 

Åsoliciting tenders to provide a defined set of activities or products  

ÅIn PES case tenders relate to ecosystem services 

 

ÅAre intended to create a market that: 

ÅOvercomes asymmetric information about ES production and costs. 

ÅFarmers know their costs better than the buyer (usually government). 

ÅThe buyer knows (and can measure) the relative values of ES desired. 

ÅThe competitive tender provides an incentive to reveal the (hidden) costs 

of ecosystem service production. 

ÅThe metric (or measure) quantifies ES production (or a proxy).  

 

ÅIn Australia usually run as a first price, sealed tender, single round 

reverse auction. 

 



How do conservation tenders work? 

ÅIn Australia usually run as a first price, sealed tender, single round 

reverse auction. 

ÅFirst price: Landholders paid the price submitted (as opposed to 2nd price 

which is next higher tendered price, or a uniform price at last successful 

tender price). 

ÅSealed tender: tender details are confidential and remain unknown by 

other landholders. 

ÅSingle round: one opportunity to submit a tender in any particular tender 

(although tenders might be run multiple times). 

ÅReverse: Landholders submit a price to supply ES (instead of the more 

common bidding to buy in auctions). 



How tender works from buyer perspective: 

1. Design tender and advertise to landholders. 

2. Solicit interest in supplying ES. 

Å Register interest, follow-up, register for site visit. 

3. Quantify likely ES production: 

Å Site visit to gather required data 

4. Agree management actions (for costing) 

5. Open and rank tenders 
Å Data input into a production model (metric). 

6. Award contracts to best tenders until budget 

exhausted, target met, or reserve price met. 

Å Also manage impact of unsuccessful tenders. 

7. Monitor and evaluate performance. 



How tender works from landholder perspective: 

1. Receive information and invitation to register interest. 

2. (Sometimes) attend workshop explaining tender process 

(including trial tender). 

3. Site visit to gather data / clarify details of management 

requirements (no price discussion).   

Å Summary of agreed management actions received. 

4. Calculate and submit tender (price and management plan). 

5. Receive notification of acceptance (or rejection). 

6. If accepted sign contract  

7. Receive payments, undertake actions, participate in 

monitoring. 



Conservation tenders can be seen as an 

economic design problem! 

ÅA conservation tender is essentially a carefully constructed set of 

flows of information and market signals between participants. 

 

ÅSuccess relies on voluntary participation by landholders: 

ÅAim is to reveal hidden information and select low cost providers of ES;  

ÅThis could be compromised if participation is insufficient,; 

ÅWe donôt get high value ES suppliers entering the tender; and/or  

ÅHigh value providers are able to extract surplus.  

 

ÅEffective design targets and facilitates the level of participation 

necessary for success. 



Conservation tenders and Participation 

Defining participation ï what is it? 

ÅCompletion of contractual requirements?  

ÅReceipt of a contract offer?  

ÅSubmission of a tender? 

ÅEngaging until elimination (eligibility or other reason)? 

ÅEngagement in some aspect of the auction process including 

workshops, expression of interest, other? 

 

Key definitions: 

ÅWe define partial participation as actively engaging in any step in 

the PES. 

ÅWe define active participation as submission of a tender 

ÅThis is the key point for program efficiency. 

ÅWe define complete participation contract execution.  

 

 



Complete participation 

Partial participation 

Active participation 

Steps in landholder participation 

1.  Receive information  

2.  Register interest 

     Attend workshop 

3.  Site visit by extension officer 

4.   Agree management actions to cost 

5. Calculate and submit tender  

 

6. Accept contract       

7a. Payments received. 

7b. Ongoing actions as required. 

      Participate in monitoring. 



Understanding landholder participation é 

ÅIn order to explain and explore PES design we developed a 5-

stage model of landholder participation 

ÅThe model is developed along mechanism design concepts: 

ÅUses a broad range of economic (and behavioural) theory of which 

institutional and behavioural economics and landholder adoption  

literature critical. 

ÅApplies a pragmatic design approach identifying barriers to 

participation and ódesigningô effective counters in exploring the trade-

offs between efficient instrument design and pragmatic incentive 

delivery. 

 

ÅPresented as a linear step-wise process but in practice decisions 

at one stage impact on and across others. 

 



1. Alignment 

ñGetting into the landholder decision setò 

2. Opportunity 

ñWhatôs on offer?ò 

3. Engagement 

ñEasing the way inò 

4. Contracting 

ñMutual agreementò 

5. Post-participation 

ñExperience compared to preconceptionsò 

Effective 

communications 

A framework for understanding landholder 

participation in conservation tenders é 

Design 

interactions 



The state of play in Australia 

ÅI will illustrate the participation discussion with examples 

from Australia é so first some context. 

ÅThe biodiversity conservation problem: 

ÅAgriculture has tended to replace rather than co-exist with 

biodiversity. 

ÅIn some areas more than 95% of the original native 

vegetation has been cleared and replaced with cropping or 

exotic pastures. 

ÅFew or no opportunity for large scale reserves ï so 

biodiversity conservation is on private land. 

ÅActivities generally involve: 

VRemoving any destructive activities (may be all ag uses) 

VManagement of threats (weeds, feral animals, fire and others). 

VActive rehabilitation in some (relatively few settings). 
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