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Executive Summary

The trial use of market based instruments to support a stewardship scheme is a new phase in funding allocation for the Condamine Alliance.  This project used a tender process modelled on the Bush Tender Scheme piloted in Victoria as a means of allocating funds to achieve management practice changes.

Eleven projects were contracted.  These consisted of:  
· two projects for the protection of remnant vegetation, totalling an area of 60 hectares

· four projects pertaining to riparian areas, totalling an area of 80 hectares

· eight projects pertaining to grazing lands, totalling 452 hectares.  These projects consisted of weed removal and pasture re sowing, pasture re sowing in cultivation areas and pasture management.

The total area contracted in the pilot stewardship scheme is 592 hectares at a cost of $97,638 or an average of $165 per hectare.  The project team is confident that future projects that target larger areas with more projects submitted would allow the tender system to work more effectively and reduce the average cost per hectare.  
Each project was objectively assessed in terms of the environmental benefits that the project provided, the management applied and the project cost.  The determination of the environmental benefits was achieved through an objective scoring process referred to as an Environmental Benefit Index (EBI).  The EBI score was made up of an environmental resource score (E score) x area added to a management score (M score) x area and divided by the project cost.  Once these scores were calculated for each project, they were ranked in terms of the most efficient allocation of funding.

EBI =   (E score x Area) + (M score x Area)

        

Project cost

Weightings were used for both the E score and the M score to target specific management issues or resources.  Other stewardship projects with differing resources and environmental issues can adapt the weightings applied to suit the desired outcomes for the particular region.  

The stewardship scheme process adopted provided strategic extension services that were designed to gain the maximum benefit from shared knowledge and the provision of incentive payments to facilitate management changes.

The process adopted is very transparent and allows all landholders an equal opportunity to participate.  A real strength in the process is that all the project submissions are prepared according to a set format by the Landcare Officer after consultation with the Landholder.  The landholders simply enter their price for the supply of the project works, thus no-one is disadvantaged in anyway.  

The tender scheme has a strategy for monitoring and evaluating the stewardship scheme.  This is an ongoing process through out the project with a final full evaluation once the project is completed.

The transparency of the tender process and the monitoring strategy adopted make this stewardship scheme easily auditable and accountable to the Investors and the community. 

A real strength in the project for both the landholders involved and the project team was the multidisciplinary team approach.  This provided landholders with multi-skilled extension services and working together the team members each gained a broader understanding of the issues involved.

The project process adopted assisted to strengthen and build relationships between the Condamine Alliance and landholders in the region and demonstrated that the Condamine Alliance was very willing to distribute funds to landholders to make targeted management changes.   

Providing incentives with ongoing support to facilitate changed management practices over an extended period of time is a successful mechanism for changing management culture.

Case study assessments demonstrated the willingness of landholders to contribute to regenerative management by contributing to the total project costs or foregoing potential income in order to change to more sustainable management practices.  
The benefits for NRM Funding groups of using the tender process for assessing projects are:

· The process allows a subjective comparison of all the competing projects, revealing the true value provided for the investment made

· Weightings can be altered to reflect the objectives of the funding scheme and their local catchment priorities

· Prices for the provision of environmental services provided are revealed
· The process is easy to administer 

· The process is transparent and rigorous, ensuring the consistent application of NRM investment priorities

· The process supports attitude change in NRM stakeholders in the context of considering the true value of environmental services

Recommendations

The Condamine Alliance has documented its aims for improved catchment health in its NRM plan.  The project team recommends that tendering for funds based on the relative importance of these aims is an excellent process for achieving the best outcomes for the limited funding available.  This successful pilot scheme highlighted the importance of facilitating regenerative resource management practices.  
The recommendations are:

· The project team recommends the continued use of stewardship schemes using a tender process as it is a very efficient way of achieving desired NRM outcomes in specific areas.  The process works well because Landholders are familiar with the costs associated with on-farm works and thus are able to nominate costs for projects and the project team members are able to assess the value of the environmental benefits provided by the projects.  This exchange of information allows the tender process to compare and rank the projects for the most efficient allocation of available funds. 

· Don’t “reinvent the wheel”, research innovations used by other groups before embarking on any new process, particularly their “dos and don’ts” in the process.  For example, the Victorian Department of Environment had used a similar tendering process “Bush Tender” to allocate funds to protect native vegetation areas on private land.  They used an environmental benefits index to prioritise the NRM activities they requested and then linked this with the $ bids to allocate the funding.  This project was modelled on their experience but ideas and influence was gained from other previous projects.
· The desired management outcomes that are being targeted by the project need to be well defined.  The benefits of the project will undoubtedly achieve greater benefits than those immediately identified and some of the social beneficial outcomes may be difficult to assess.

· Maintain the personnel involved in Landcare activities as the best possible NRM outcomes are achieved when individual co-operators have personal contact with Landcare coordinators and competent technical assistance to guide them through the process of ensuring the on - ground work is done in a technically sound and logical sequence.  Land holders must have complete confidence in these “mentors” otherwise the process is less likely to succeed.

· In undergoing a stewardship scheme maintain honest and open communication with all stakeholders at all times.  When using a tendering process, all of the targeted audience must know and understand all the facts about the process and the targets that the funding body are working to meet - no secrets.  This was commenced at the first grower meeting and continued throughout the project.  Everyone must know what they are bidding on and all must have equal opportunities for the funding.

· As part of the monitoring strategy allocate the funds for projects partly up front and the remaining funds upon completion of milestones and at the finish after inspected works are approved.  In this case, 50% of funding was given to contracted projects up front and further increments will be made after works are finished and inspected.  For stewardship projects where work and management is required over several years, funding should be split up over those years.
· Stewardship schemes that are conducted over a longer period (eg. 3 + years), have the benefit of locking in CRP’s for a longer time frame and will achieve better management and longer lasting results.  
· Apply stewardship schemes using a tender process within regions of similar land type and NRM issues to be addressed.  The more uniform the area, the easier and fairer the process will be and the assessment using an “environmental benefits index” will be easier.  The use of weightings in the environmental benefits index allows the project team to target specific issues of importance and assess projects in an objective manner.

· The project team needs to be a multidisciplinary team with member skills including a Landcare Officer for the provision of personal extension, a technical officer with expertise in land management and a person with farm financial experience. 

1
Introduction

Funding provided by The National Action Plan for Salinity and Water Quality through the Social and Economic SIP (SE05) has been allocated by the Department of Natural Resources Mines and Water to investigate a range of market based incentives for natural resource management change.  The Condamine Alliance was the beneficiary of funds to investigate and pilot a stewardship scheme using market based instruments.   

The Condamine Alliance is an incorporated catchment management organisation that was set up to manage the natural resources (land, air, soil, water, biodiversity) of the Condamine River Catchment to maintain and / or enhance their quality and improve the health of the environment.
The Condamine Alliance has developed a Natural Resource Management Action Plan that delivers on ground activities to achieve its corporate aims. The underlying philosophy of the Condamine Alliance is that “we cannot manage to change the climate but we can manage the resources to best fit the changing climatic conditions” (Lambert 2005).

A significant role of the Condamine Alliance is to allocate limited monetary resources to projects that give the best reward for each dollar spent for protecting and managing natural resources that have been targeted to at least maintain the health of the Condamine river catchment.

The initial stewardship pilot study allocated $100,000 for works to be done in specific sub catchments in the Millmerran area during the 2005 / 06 financial year.

2
Project Aims and Objectives

The aim of this project is to design and implement a pilot stewardship scheme using market based instruments in the Condamine Catchment.  Stewardship schemes are designed to pay landholders for providing environmental services and/or on grounds works on their land that provide environmental benefits.  Project funds for a Stewardship scheme are specifically for the funding of services that will provide public benefits.  

The trial use of market based instruments is a new phase in funding allocation for Catchment management bodies.  Market based instruments suggest a form of incentive payment and may or may not involve the use of competition or a tender process.   The project team decided to adopt a tender process similar to that used in Victoria known as the Bush Tender Scheme as a means of allocating available funds.

The project was directed towards grazing land management issues because grazing is the biggest single land use in the Condamine catchment occupying 1.2 million hectares.  Most of the grazing lands are located in the upland regions of the catchment and land degradation due to low adoption of current recommended practices (CRPs).  This causes “excessive water runoff and deep drainage” and is expressed as higher than acceptable levels of soil erosion and reduced water quality for any given rainfall event.  Water quality is measured by sediment and nutrient loads in the catchment waterways and increased salt mobilisation in underground water systems” (Lambert 2005).  The adoption of CRP requires technical information, professional expertise to implement required on-ground activities (one on one farm extension) and financial incentives to accelerate practice change.  
Key findings from the Condamine Alliance’s Priority Action Proposals indicate that a 5% change in practice in the upland areas of the catchment (focussing on increasing the percentage of ground cover) could have up to a 60% change in end of valley targets (D J Rattray, D M Freebairn, N C Gurner, J Huggins; “Predicting Natural Resource Management Impacts, Utilising Risk Assessment, Prioritisation and Understanding Process”, Final Report, May 2005).
The Millmerran catchment was chosen for this pilot program as it is situated in brigalow upland area where cattle grazing is a major industry and the project directly addresses the adoption of grazing CRPs.
The catchment planning process conducted within the region has identified important specific natural resource targets in the pilot region.  These are: 
· Maintaining and / or enhancing biodiversity – protecting threatened natural vegetation areas (e.g. brigalow scrub)

· Protecting riparian areas

· Reducing soil erosion

· Improving water quality to defined levels of salinity, turbidity,  sedimentation and nutrient content

· Controlling Weeds of National Significance (WONS), e.g., Lantana, African box thorn, Harrisia cactus 

· Matching land use with land capability – replacing annual cropping with permanent vegetation (pastures or trees) on land that will not stand permanent cropping because of soil or slope constraints

· Managing permanent pastures along specific guide lines – maintaining adequate ground cover, desired species, tuft size and health after the non growing season, controlling weeds. All these are required to maintain enough vegetation to reduce sediment transfer in water runoff and deep drainage during the “wet”, or the summer growing season.

· Control of pest animals if this can be achieved in conjunction with other targets – feral pigs, wild dogs

When determining the significance of the individual projects, the location in the landscape and the total area of the resource being protected is an important consideration.  For example, a large area of “healthy” remnant endangered forest was viewed as having more value than a few trees or even scattered clumps of trees of the same species.   Even more value would be placed on the resource if it was able to be linked with others in the near vicinity.  This is particularly important when it comes to protecting riparian areas or controlling WONS weeds which have spread over several adjoining properties.

The pilot scheme focussed on providing incentives to fund projects that would address the objectives of the Condamine Catchment as listed above.
3
A Model for the Provision of Strategic Extension 
The stewardship scheme process adopted provided strategic extension services that were designed to gain the maximum benefit from shared knowledge and the provision of incentive payments to facilitate management changes.
The following flow diagram illustrates the strategic extension provided by the project to facilitate changes in landholder management practices.








The key points to draw from the flow chart are that the process: 
· Can be designed to target specific NRM issues, aligned to Investors objectives.
· Provides equal opportunity for all landholders to participate, no-one is disadvantaged by their ability, or lack of, to write funding proposals or by benefiting from perceived connections.
· Maximises benefits through knowledge exchange, both ways – development of common goals and understanding.
· The assessment process is objective and rigorous.

· The process is transparent and auditable.

· The benefits are both public and private and these are accounted for in the assessment process.

· Incentive payments and contractual agreements ensure management change.

· Monitoring and evaluation feed back into the process.
Providing incentives with ongoing support to facilitate changed management practices over an extended period of time is a successful mechanism for changing management culture.
4
Planning Process

At the outset of this project, the project team through a desktop analysis investigated various stewardship schemes and the use of market based instruments for providing incentives to achieve environmental outcomes.  From this research, the project team determined that the Bush Tender scheme successfully conducted in Victoria was worth further investigation.  The project team travelled to Victoria and obtained much more information from Gary Stoneham and team, the initiators of the Bush Tender scheme.  From this it was determined to adopt a process that was modelled on this process.  The Victorians stressed the need for a well thought out plan for any stewardship scheme so that all the necessary aspects of the proposed scheme are included.  

Following the trip to Melbourne, the Project team drew up a management schedule for the life of the project (to be completed in June 2006) that outlined the lists of tasks required and allocated these to team members. 
The issues dealt with in the preparation phase included:

· Deciding on the Project region and area

· Determining the sequence of events and time frames
· Identifying NRM issues for this particular area

· Identifying landholder activities that will meet the objectives of the Condamine Alliance
· Developing a comprehensive Communication Strategy

· Preparing an “Expressions of Interest” form (Refer Appendix 2)

· Preparing the “Bid Development Guidelines” (Refer Appendix 3)

· Preparing the “Tender offer Form” (Refer Appendix 4)
· Develop the Metric Index to assess the project benefits (Refer Appendix 5)
· Planning how to conduct farm visits and assess the projects 

· Determining the Tender process and time frames 
· Contract design (Refer Appendix 6)
· Monitoring and evaluation requirements
· Reporting requirements
The work program in the Implementation Phase included:

· Communications campaign
· Public Information meeting 

· Handed out Expression of Interest forms to meeting participants and other later interested people
· Completing site assessments and management plans
· Developing “bid” Guidelines

· Bid collection

· Assessment  of tenders
· Offering contracts

· Developing Payment schedules

· Evaluation of the project
· Meeting the Reporting schedule
This strategy was maintained with sufficient flexibility to allow all team members to work on other project commitments.

5
Communication Strategy 

This very important part of the project involved communication within the project team particularly during the planning process and then a communication strategy to inform landholders and the whole community of the project.  The planning process as outlined above required a major communication effort.
5.1
Communication with Landholders

The project area consisted of three small sub-catchments loosely defined as “the Back Creek area”.  By accessing names and addresses through the Millmerran Council Cadastral boundaries, all landholders in the defined project area were invited by letter to attend an “Information Evening and Launch of the Millmerran Stewardship Scheme and the Land Management Tender Process”.  The meeting was also advertised on ABC radio in Rural Breakfast announcements for two days before the meeting.  This provided the opportunity for other interested parties in the broader community to attend if they wished.  The project was also featured in the Rural Weekly insert in the Toowoomba Chronicle. 
At this meeting, a power point presentation was used to explain the Pilot Stewardship scheme.  The assessment process for the environmental and management indexes was outlined along with discussion of the type of services and works that the project would fund.  The meeting also provided the opportunity for the landholders to express their opinions in respect to the land stewardship issues in their area.  Expressions of Interest forms were given to all interested parties for them to indicate their planned activities.  These were to be returned to the Millmerran Landcare Office within one month of the meeting.  The meeting proved to be a valuable start to the project because it enabled the project team to meet many of the landholders in the project area.
Upon receipt of the Expression of Interest Form, telephone contact was made with Landholders to arrange a farm visit by the project team.  This initial farm visit was very important as the project team viewed the proposed project/s, discussed the particulars with the Landholder and provided technical advice where requested on how the applications might best be submitted.  The team was also able to guide the landholders in what order projects should be staged if there was to be a sequence of work to be done, eg, fix up water runoff from a paddock and improve pasture condition before trying to repair damage to a creek.  The farm visits had the added benefit of facilitating discussion of management practices and environmental benefits.  The project team did not at any time discuss bid prices with any of the Landholders.
Following the farm visit the Landholder was mailed out the Tender Offer Document/s.  Each specific area of land that required different management was designated as a separate project and thus was provided with a separate Tender Offer Document to allow for an accurate assessment of the bid against all the other bids.  The Tender Offer Document also provided the landholder with a property map using Spot 5 imagery.  
In completing the Tender Offer Document, the landholder was required to mark the proposed project area on the map and answer the questions about the project in respect to:  the project area involved; the proposed works, and management of the project.  These included fencing off riparian areas, moving watering points, weed control, pasture establishment, pasture management and protection of remnant vegetation.  The maps had the added benefit of highlighting other issues on their properties such as drainage lines, soil types, vegetation and other areas that may need action in the future. 
The provision of the Tender Offer document and the maps by the project team to the landholder simplified the application process and the administration of the project. The project team assured the landholder that any further assistance required was available.  
The landholder returned the completed Tender Offer Document to the Landcare office with their bid amount for the project.  These documents had close off dates, but these had to be extended because of harvest and other important on-farm activities. In order to get a fair result for all landholders, no ‘bid value’ advice was given and the bid amounts were kept in confidence.
All of the Tender Documents were opened at the same time by the Project Management Team.  At this meeting, all of the projects were assessed using the Environmental Benefits Index metric that had been prepared.  
When all the criteria had been satisfactorily met, Millmerran Landcare phoned all of the successful landholders to inform them of the outcome of their tender.  This allowed the landholders the opportunity to ask for clarifications.  They were then informed that they could confidently (funding was coming) get started immediately with the project if they needed to.  Contracts were drawn up on an individual project basis to go to those successful applicants.  Landholders were requested to send a Tax Invoice for the first 50% of the project costs with the signed copy of the contract. 

The payment schedule for the projects is being made in three stages:

· 50% up front to allow the landholder to start the work or buy the initial capital items.

· 25% upon satisfactory completion of Stage 1

· 25% at the conclusion of the project

This contractual funding allows the Management team to monitor the project progress and maintain contact with the landholder.

The project team has received very positive feedback from the landholders in respect to the tender process and the administration of the project. 
Some comments from landholders regarding this delivery of funding from the Regional Bodies:

· “A lot more effective and workable”

· “Covers all bases, the process was simple”

· “Didn’t have to spend heaps of time filling in forms and writing lengthy proposals”

· “Really appreciate that someone came out to speak to them on farm and offer some suggestions and advice”

· “It provided a human element”

· “Talking through the project first was a good idea”

· “Allowed the project to be done in one go”

· “Would be involved in this process again”

5.2
Communications with the Condamine Alliance and Department of Primary Industries and Fisheries
The Condamine Alliance and DPI&F were kept informed at all times regarding the progress of the project.

Meetings were held with senior management of the Condamine Alliance and DPI&F: 

· Before the Project team went to Melbourne

· After the initial planning process was completed 

· At the time of making the Assessments (ie. using the Environmental Benefits metric)
· Contract design

· Reporting phase
These meetings were to assure these partners that the process was workable, clear cut and valid.

The Stewardship project was presented to all the other partners of the Condamine Alliance in December 2005 as one very good cost effective way of managing natural resources in the Condamine Catchment. 
Project updates were also posted in the Condamine Conduit, a newsletter that outlines the work of the Condamine Alliance that is distributed to landholders and stakeholders in the region.

In addition the project is to be featured in the Australian Landcare Journal in the June 2006 edition and a paper is to be presented at the International Landcare Conference in Melbourne in October 2006.
6
Stewardship Scheme Process

The process of the Stewardship Scheme followed the following steps outlined below in concert with the communication strategy outlined above.

1. Public Information Meeting – held 7 September 2005

  Power point presentation, refer Appendix 1.
2. Submit Expression of Interest Form by 9 October 2005.

Refer Appendix 2.
3. The project team visited properties to discuss and plan submissions and develop management plans during October and November.  The management plan outlined the responsibilities of the Landholder as discussed during the farm visit.  The management plan described and mapped the environmental services or on-ground works that provide environmental benefits.  A project team representative then wrote up the management plan proposal and sent this back to the Landholder.   This process was completed by a set date. 
4. The Landholder checked the management plan and was able to discuss any changes if necessary.

5. Once the Landholder was happy with the management plan, he/she submitted a price or bid that he/she required to fulfil their part in the service provision.  

6. Once all the bids were collected the project team assessed the bids using the Environmental Benefits metric developed.  This process ranked the projects.

7. Contracts were written and sent to the landholders for the successful projects.  The management plan outlining the environmental services to be provided by the Landholder formed part of the contract. 
8. After the contract was signed the initial payment was forwarded according to the payment schedule outlined in the contract.

9. After completion of the first stage of the project (as described in the contract) a representative will visit the property to review the progress and a further payment will be processed.

10. After one year an evaluation form must be completed by the Landholder as outlined in the management plan and a representative will visit the property to review the project and forward the final payment providing everything was completed as per the contract.
11. A final project report will be completed detailing the outcomes of the project. 
7
Assessment Process

Each of the projects for which bids were received was assessed on the basis of the environmental benefits score of each project divided by the cost or the bid amount.  This process allowed the ranking of the projects from the highest to the lowest in terms of cost effectiveness for environmental benefits received.    

The project bids that were received focused on the following management issues which matched the Condamine Alliance targets:  
· protection of remnant vegetation

· riparian areas

· eradication of declared weeds
· pasture establishment
· pasture management
7.1
Bid Process 

Once an expression of interest form was received the project officers visited the property and consulted with the landholders about the proposed project.  Following this visit a project bid submission form was sent to the landholder.  This form contained a property map, details about the proposed project as well as questions for the landholder to answer and submit their bid price.  

The amount of the bids for each project was solely determined by the landholder.  This was on the basis of what the works or management required and/or the value of lost production.  Once the project plan was discussed, documented and sent to the landholder, they were able to work out their particular costs for the project and submit their bid.  

7.2
Determination of Environmental Benefits Index (EBI)

Each project was assessed in terms of the environmental benefits that the project provided, the management applied and the project cost.  The determination of the environmental benefits was achieved through a scoring process referred to as the Environmental Benefit Index (EBI).  The EBI score was made up of an environmental resource score x area added to a management score x area and divided by the project cost.  Once these scores are calculated for each project, they were ranked in terms of the most efficient allocation of funding.

EBI =   (E score x Area) + (M score x Area)

     

Project cost

7.3
The Environmental Score (E score)

The Environmental Score determined the intrinsic environmental value of the project and therefore weighted the various resources described in the project according to the following weightings listed below in Table 1.  These weightings were determined by the project team based on the project objectives and the importance that the Condamine Alliance placed upon the various resources.  The projects consisted of remnant vegetation, riparian and pasture resources.  The value of the weightings reflected the project team’s assessment of the relative importance of each of the resources.  Remnant vegetation areas were given the highest weighting because of the scarcity of this resource within the region.  The weighting applied for riparian areas was considered half the value of the remnant vegetation.  The weighting for pastures was considered to be half of the riparian areas and in line with the weightings given to the Management scores.  In addition the weighting reflected the level of protection that was perceived necessary by the project team. 

These weightings can be adapted to suit the specific resources targeted in any stewardship scheme.  This could include an additional weighting score to enhance results for projects that form linkages with multiple properties, eg. a riparian area covering several properties.  Also, weightings for specific resources, eg, remnant vegetation, could be further split to reflect resource condition, legislation, tenure or other influences.
The Millmerran Stewardship Scheme is a Pilot scheme in a defined area of reasonably similar landscape and thus the resources that the projects fell within were all of a similar nature, namely Brigalow / Belah country consisting of some remnant vegetation, riverine areas and pasture land.  The Environmental score for each project was calculated by multiplying the weightings for each particular resource in the project by the project area.  Some projects consisted of more than one resource area and therefore the area was split into the various resources.  For example a paddock consisting of a riparian area as well as grazing area scores the grazing area times seven + the riparian area times 15.  The main variable in these scores is the project area.  Thus in this project large areas of remnant vegetation scored highest.

Table 1: Weightings for Environmental Scores

	Environmental Resource
	Weighting

	Remnant Area
	30

	Riparian Corridor
	15

	Pasture Land Management
	7


7.4
The Management Score (M score)

The Management Score is determined by the degree of management in each project.   Management weightings were also calculated with weightings that are multiplied by the project area.  The management score reflects the cost of the various management actions and the degree of private versus public benefit that the project included.  Management that provided a high level of private benefit such as fencing and watering points scored minimally whereas management such as the eradication of declared weeds (7) and pasture establishment (7) that provided a higher degree of public benefit scored higher.  Pasture management (5) was weighted slightly less than pasture establishment because the cost of management is significantly lower than establishment.  However, management of established pasture is extremely important to protect the environment and the project team wanted to reward sustainable pasture management. 
Table 2: The management score weightings 

	Management
	Weighting
	

	Fencing
	10
	Per kilometre of Fencing

	Watering Points
	8
	Per Watering Point

	Weed Control in Established Pasture
	1
	Per Hectare

	Eradication of Declared Weed
	7
	Per Hectare

	Pasture Establishment
	7
	Per Hectare

	Pasture Management
	5
	Per Hectare


7.5
Results of Assessment
There were 14 projects assessed and sent out to the landholders for a submission of a tender.   Of these, 13 projects were received in the tender process.  
Eleven projects were accepted and contracts issued.  The projects that the scheme is funding are:

· Two projects for the protection of remnant vegetation, totalling an area of 60 hectares at an average cost of $376 per hectare.
· Four projects pertaining to riparian areas, totalling an area of 80 hectares at an average cost of $163 per hectare.  This average cost is actually low as some of these projects were split with grazing management projects.  The bulk of the costs were incurred by protecting the riparian area however it was only a small part of the total project area. 
· Eight projects pertaining to grazing lands, totalling 452 hectares at an average cost of $137 per hectare.  These projects consisted of weed removal and pasture re sowing, pasture re sowing in cultivation areas and pasture management. 
The total area that the pilot stewardship scheme is covering is 592 hectares at a cost of $97,638 or an average of $165 per hectare. 

[image: image1.emf]Relationship of EBI Score & Cost / Ha 

$-

$200

$400

$600

$800

$1,000

$1,200

$1,400

0 50 100 150 200 250 300 350 400

EBI Score

$ / Ha


Figure 1: Relationship of Projects EBI scores and project costs per hectare  
Figure 1 is a graph of the projects EBI scores as graphed against the dollars spent per hectare for each of the projects.  The two projects that were not funded had significantly higher costs relative to the benefits that they were providing. 

At the time of writing the projects’ works had commenced.  The projects that involved fencing and weed control of African Boxthorn and Harassia Cactus were being carried out.  However, due to prolonged dry conditions the pasture re sowing will be delayed until there is a break in the season and sowing will take place in spring or late summer.  

It is suggested that had more projects been submitted the tender system would have worked more effectively reducing the average cost per hectare.  This however, would depend on the type of projects that were submitted and the weightings that were allocated.  There needs to be a balance between the project funds available, the value of the work being done and the project area designated within the catchment.

Figure 2 below depicts the marginal cost curve or the supply curve for the tender scheme.  It shows the value of the bids (as $ /score) in ascending order from left to right.  The horizontal axis depicts the total quantity of environmental benefits supplied (according to the projects scoring system, ie. E score + M score).  The supply curve depicts the total supply of environmental benefits of the project and the cost ($ /score) for each of the projects.  The supply curve over most of the projects is relatively flat.  Where the supply curve starts to rapidly rise demonstrates that the cost of these projects is significantly more expensive representing less value for expenditure.      
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Figure 2: Marginal Cost Curve or supply curve for environmental benefits
7.6
Likely Outcomes of Larger Stewardship Scheme Investments
By extrapolating the results from this pilot study to a one million dollar stewardship scheme investment at a cost of $165 per hectare would result in an area of 6,060 hectares under stewardship management.  The project team would suggest that a larger investment over a large area would attract more players and therefore the dollar per hectare costs would likely be lower.
Below is a table that illustrates the number of hectares for a stewardship scheme that would be possible for a range of costs (dollars per hectare) from a one million dollar steward scheme investment.    

Table 3: Stewardship scheme hectares

	Average Cost per Hectare
	Total number of hectares for a $1 M Stewardship Scheme

	$150
	6,667

	$130
	7,692

	$110
	9,091

	$90
	11,111


7.7
Testing the Weightings 

Within the assessment process the weightings were varied to test the sensitivity of the various weightings and to see how this affected the EBI scores for each of the projects and the ranking of the projects as they were sorted from highest scores to lowest.  The rigour of the process was apparent as the ranking of the projects position changed only slightly depending on the change in emphasis from the changes to the weightings.  However, the interesting thing was that under all the various weightings tested, the same projects fell within the budget limit and the same projects fell outside them.   

It must be noted that the weightings used for both the E score and the M score were used specifically for the Millmerran Stewardship Scheme 2005/06.  Other schemes with differing resources and environmental issues would need to adapt the weightings to suit the desired outcomes for the particular region.  

8
Social Benefits of the Project
The social benefits derived from the project are one of the most important aspects of this pilot project.  The Millmerran area has been in a ‘rolling drought’ for the last 15 years, so the opportunity for landholders to get together to discuss the issues that are important to them and be provided with a means to address some of these issues was seen as a positive step.  One of the roles of Landcare is a catalyst for landholders to get together for both social and information occasions.  
Following the initial information meeting, one-on-one meetings gave landholders the opportunity for extension services that are so often missing for farmers today as independent advice from government services have been wound back and farmers are working in an independent environment.  Landholders were advised on all aspects of the project such as land management, the value of the project to the community and some economic advice.  The visits covered topics wider than the issues at hand to assist farmers ‘fill in some of the gaps’.   A real strength in the project for both the landholders involved and the project team was the multidisciplinary team approach.  This provided landholders with multi-skilled extension services and working together the team members each gained a broader understanding of the issues involved.
The project team were available for further consultation and additional on-farm visits if they were requested.  Follow up telephone calls were made to check on progress of applications, and again when the tender outcomes were determined.  Other farm visits were conducted when seeking information for the case study analyses. 
There is the opportunity for further on-farm visits at the completion of each stage of the project.  This allows the project team to ascertain how the project is going before any further payments are made.   There is also the chance to determine if there is further interest in other NRM projects and it makes provision again for the landholder to have independent on-farm advice.  
The project process adopted assisted to strengthen and build relationships between the Condamine Alliance and landholders in the region and demonstrated that the Condamine Alliance was very willing to distribute funds to landholders to make management changes.   
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Evaluation of Case Studies

Four of the projects that were contracted were assessed in terms of their change in management and how this would effect the farm management and the return to the farm business. 

Project 1: This project had a total area of 118 hectares of which 38 hectares was riparian area that is to be fenced off from the remainder of the pasture paddock.  Also a new watering point is to be established away from the riparian zone.  

The issue to be addressed by the project was overgrazing in the riparian area causing areas of exposed soil in this area that were prone to erosion and sediment transfer.    The owner had previously fenced off a section up stream of this riparian area and managed the grazing intensity.  This managed area had revegetated very well.  The cost of the project to the landholder will total $9,000 and the bid amount was $4,500.  It is not anticipated that this project will increase the carrying capacity of the paddock but will protect the riparian area from erosion and sediment transfer.  

Project 2:  This project involved preparing and sowing grass seed into a cultivation paddock of 40 hectares.   Previously the cultivation paddock had produced winter barley and fallowed over summer. 
The cost of the project not allowing for payment for landholders time is $4,000 and the bid amount was $4,000.  

Previously the barley gross margin per hectare would average $105 per hectare.  The expected gross margin from wool production on the pasture is expected to average $69 per hectare and will only be achieved after allowing an 18 month period for pasture establishment.  

The landholders were happy to re-pasture the paddock and forgo the extra income possible from growing barley because they saw this as regenerative agriculture.  Whereas, they suggested that the continual cropping on the paddock was degenerative agriculture as it was marginal cropping country that is better suited to pasture.  
Project 3: This project consisted of the removal of dense weeds and resowing pastures over an area of 95 hectares.  The cost of the project to the landholder is $28,878 and the project bid was for the same amount.  This project was viewed by the project team as very significant because the weed infestation was situated on high country at the head of a large catchment.  If this weed problem was not controlled then it would continue to spread further on down the catchment affecting many other landholders.

Previous to the project, the landholder would graze 50 steers on the paddock for three months during the winter.  It is expected that once the weeds are eradicated and the pasture is established (after18 months), the landholder would graze 100 head over the same three month winter period.  The likely benefit to the landholder would be able to carry an extra 50 head gaining 0.5 kilograms live weight per day for 90 days.  This equates to 2,250 kilograms at $1.85 per kg which would be worth $4,162 per annum.     
This project will provide significant benefits to the landholder in the future, but more importantly it will prevent the costs for weed removal for many other landholders within the catchment. 

Project 4: This project involved preparing and sowing grass seed into a cultivation paddock of 16 hectares.   Previously the cultivation paddock had produced forage sorghum over summer which was grazed by 50 head for two months.  The average gross margin of this land use is $119 per hectare or $1,900 for the paddock. 

The cost of the project not allowing for payment for landholders time is $2,000 and the bid amount was $2,000.  

Once the pasture is established, it is expected that the grazing intensity will be 25 head for 6 months of the year at 0.5 kg live weight gain per day.   This equates to a gross margin of $244 per hectare.  The project provides a gain for the landholder as well as better management of the resource, protecting soil erosion and reducing sediment in the waterways.
These case study assessments demonstrated the willingness of landholders to contribute to regenerative management by contributing to the total project costs or foregoing potential income in order to change to more sustainable management practices.  

With each of the case studies the landholders were asked to express their opinion in terms of the process of the tender system and each gave very positive feedback in respect to the process.
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Tender System Advantages over other NRM Fund Distribution Systems

· The criteria for sorting projects were clearly defined and aligned with Condamine Alliance’s Management Action Targets (MATs).
· The stewardship scheme targeted an identified high priority area in the catchment with reasonably uniform land types and NRM issues. 
· It was advertised by a personalised mail out and other personal contact (phoning specific key people) to invite landholders to a special meeting. 
· The meeting laid out issues to be addressed so everyone knew what was eligible for funding and how the process was to proceed.  Project targets were: 1.  Protecting viable, healthy remnant vegetation areas (area had to be big enough to be significant) 
2.  Protecting riparian areas and native vegetation corridors

3.  Controlling significant areas of environmental weeds

4.  Returning marginal and erosion hazard cropped areas back to permanent vegetation (native or exotic grass and/or legume species)

5.  Pasture management
· The process for assessing and ranking projects was outlined according to the importance to the catchment as well as what was considered public and private benefit.  Prioritising will be done by using a tender process and a special formula (environmental benefit index -EBI) that will put emphasis on the CA’s NRM priorities.  Projects with higher public benefits would score more highly because of the weightings used in the EBI.
· A set order of doing business was outlined at the meeting.  This was according to the Stewardship Scheme process as outlined in section 5 of this report.
· All landholders within the catchment had an equal opportunity to participate in the scheme.  Because the project proposals were prepared by the Project Team no-one was disadvantaged.
· When all the project money was allocated, the participants were personally notified.  A contract was provided to the successful bidders and upon signing 50% of the value of the project was paid up front so work could proceed immediately with confidence.
· The contract stipulated stages of work for completion for payment, however there was flexibility particularly when weather conditions are not favourable. 

· Work in progress will be inspected according to the agreed time table (usually over a 2-3 year period).  

· Specific management objectives were agreed upon and written into each individual contract.  For example, pastures are to be managed according to our expectations - estimated yield of about 1000kg DM / ha and 70% ground cover at the end of the growing season. 

The project team considered this stewardship scheme process to be an equitable system for the landholders and a much more efficient way of allocating money to achieve the best NRM outcomes.
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Monitoring and Evaluation
It is important to have a strategy for monitoring and evaluating the stewardship scheme.   This will be an ongoing process through out the project and the final full evaluation will be completed once the project is completed.  
The performance criteria and methods for monitoring the project are as follows:
11.1
Achieving the on-ground actions
The contracts for this project have outlined a payment system that is tied to the completion of the milestones providing incentive for landholders to complete the on ground works.  At each stage of the projects before additional and final funds are paid a team member will conduct a farm visit and an assessment of the works.  The ultimate success of each project will be determined after the final assessment. 
11.2
Achieving the bio-physical aims and objectives
The bio-physical aims and objectives for the projects have been outlined in the tender offer form and again in the contracts.  At each of the milestone checks these can be assessed for each project and on completion of the project there will be an assessment of each funded project to determine how well each achieved the biophysical aims of the project.
11.3
Participation in the stewardship scheme
The participation in the project was very good.  There were sufficient projects to utilise the project budget with a couple of projects missing out.   It was agreed that these projects were too expensive in comparison with the contracted projects.  Therefore, the consensus was that the number of participants was about right.  It was difficult at the outset of the project to determine the size of the project area and the number of projects that could be contracted for the available funding.  If the area is too large and too many projects are sought for the available money than many will miss out and become disillusioned by the process.  However, there needs to be sufficient projects to ensure competition in the bidding process.  This is one of the more difficult decisions at the outset.  However, the project area could be extended if the initial participation is not sufficient.  
11.4
Meeting participants needs and expectations
In conducting a pilot project in which a new process is being trialled it is important that participants be given the opportunity to express themselves in respect to what they need to get out of the project.  The initial public meeting was a good forum for explaining the process of the project as well as listening to the problems and needs faced by landholders in addressing land management issues.  The multidisciplinary team approach and the extension advice and listening provided landholders with support and advice throughout the project.  The project team were able to check with the landholders by asking for feedback on the process and the service provision.  The feedback from landholder participants in respect to the project, the administration the extension services provided was all very positive.  
11.5
Meeting regional NRM body needs and expectation
The needs of the Condamine Alliance is to ensure that the projects contracted are meeting its aims as a catchment investor and that there is compliance with the contracts and completion of projects, thus achieving the on ground works and/or management changes.  The final analysis of whether this occurs will be assessed at the completion of the project.  
The Condamine Alliance’s expectations of this pilot stewardship scheme is to trial the process to see how effective it is for achieving their aims and objectives for facilitating sustainable management practices.  This includes the transaction costs, including labour and skill required, to undertake the tender based system as opposed to other funding allocation methods.   
11.6
Accountability
At all stages of the project the management of the Condamine Alliance was kept in formed about the project and it was then able to update the management Board.  The process has been transparent from the outset and all landholders within the designated region for the pilot project had an equal opportunity to tender for projects.   
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Key Findings
· Essential to have a good planning process. 

· Essential to develop a comprehensive communication strategy with Landholders, the community, project stakeholders and within the project team.

· The development of the administration support for the project.  Involved Expressions of Interest forms, Bid Development Guidelines, Tender Offer form (including Spot 5 Maps) and the Contracts.

· Calculating the Benefits Index is an important part of the process.  Have a definite goal for the project so the index is relevant.  Weightings can be used to target specific land resources and management issues. 

· Pick areas that are relatively uniform in land type so that the index is easier to calculate.

· By explaining all the requirements at the beginning of the process, everyone knows exactly what is going on and allows the process to run smoothly without anyone “crying fowl” later on.

· Have good personal contact between landholders and fund operators.  It is essential to have excellent technical help in advising landholders to put their energies in the right direction to achieve both the best private and public benefit from their project.  There has to be complete confidence and trust between participants.  In this project, the technical help came before the project bids were submitted and so landholders were able to use the information to their best advantage.

· Projects must have plenty of flexibility so that work can proceed when conditions suit, eg planting pastures when weather conditions are right.

· Projects should run for more than one year so that assessments of management change can be monitored and manipulated if needed. 

· There needs to be sufficient projects so that there is enough to choose from to attain a good value per hectare.

· The project findings backed up the ‘gut feel’ of the team.

· Team involvement – multidisciplinary roles for team members 
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