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UNDP EQUATOR INITIATIVE CASE STUDY SERIES
Local and Indigenous communities across the world are advancing innovative sustainable development solutions that work for people 
and for nature. Few publications or case studies tell the full story of how such initiatives evolve, the breadth of their impacts, or how they 
change over time. Fewer still have undertaken to tell these stories with community practitioners themselves guiding the narrative. The 
Equator Initiative aims to fill that gap.

The Equator Prize 2014 was awarded to 35 outstanding local community and Indigenous peoples initiatives working to meet climate and 
development challenges through the conservation and sustainable use of nature. Selected from 1,234 nomination from across 121 countries, the 
winners were recognized for their achievements at a prize ceremony held in conjunction with the UN Secretary General’s Climate Summit and the 
World Conference on Indigenous Peoples in New York City. Special emphasis was placed on forest and ecosystem restoration, food security and 
agriculture, and water and ocean management. The following case study is one in a growing series that describes vetted and peer-reviewed best 
practices intended to inspire the policy dialogue needed to take local success to scale, to improve the global knowledge base on local environment 
and development solutions, and to serve as models for replication. Case studies are best viewed and understood with reference to The Power of 
Local Action: Lessons from 10 Years of the Equator Prize, a compendium of lessons learned and policy guidance that draws from the case material. 
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PROJECT SUMMARY
Asociación Comunitaria Bolívar Tello Cano (Bolívar Tello Cano 
Community Association) is reducing deforestation by providing 
a sustainable income-generation activity for local Indigenous 
communities that does not require cutting down trees. The 
Community Association has worked with researchers to 
pioneer a technique to extract the essential oils from the seeds 
of the palo santo tree. The oil has commercial value for use 
in perfumes and food flavouring and is being harvested and 
marketed by the Community Association. This has resulted in 
job creation, improved local livelihoods, and reduced pressure 
on surrounding forests, benefiting approximately 300 families 
of the Malvas, Chaquiro, Paletillas de Malvas, and Totumos 
communities in the Zapotillo Canton in southern Ecuador. The 
Community Association is a leading example of a community-
driven partnership between Indigenous communities, 
academia, the government, and the private sector.

KEY FACTS
EQUATOR PRIZE WINNER: 2014

FOUNDED: 2007

LOCATION: Zapotillo Canton, southern Ecuador 

BENEFICIARIES: Approximately 300 families  

AREA OF FOCUS: Forest management; Sustainable land 
management; Sustainable production and consumption
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Ecuador is host to one of the world’s highest concentrations of 
species, spread across four major geographical zones and 26 habitat 
types. The country is one of 17 nations worldwide recognized as 
megadiverse. Much of this diversity can be found in the Tumbes 
region, in south-western Ecuador and north-western Peru, which 
contains South America’s only remaining coastal dry forests. 

The region also presents high levels of endemism, fostered by the 
combination of flat coastal plains interspersed with small mountain 
ranges and dominated by the larger Andes mountain range. The 
World Wildlife Fund (WWF) recognizes the region as the Ecuadorian 
dry forest ecoregion, one of the global 200 most outstanding 
and representative areas of biodiversity. The region is also part 
of two biodiversity hotspots identified by the Critical Ecosystem 
Partnership Fund (CEPF): the Tumbes-Chocó-Magdalena Hotspot 
and the Tropical Andes Hotspot. 

Vegetation in the Ecuadorian dry forests is globally significant, 
with nearly 180 tree species classified and an estimated 19 percent 
of endemic plant species. The level of endemic birds is also high, 
reaching 30 percent. However,  many species face threats to 
their survival and are included on the International Union for 
Conservation of Nature’s (IUCN’s) Red List of Threatened Species. 
These include the endangered grey-cheeked parakeet (Brotogeris 
pyrrhoptera) and the critically endangered great green macaw (Ara 
ambiguus). Other noteworthy threatened species are the near-
threatened jaguar (Panthera onca) and margay (Leopardus wiedii), 
the vulnerable mantled howler monkey (Alouatta palliata), white-
lipped peccary (Tayassu pecari), and the rufous-headed chachalaca 
(Ortalis erythroptera).

In 2014, the region was designated as the Bosque Seco Biosphere 
Reserve by the United Nations Educational, Scientific, and Cultural 
Organization (UNESCO). This designation recognizes its value in 
conserving biological diversity and importance for the livelihoods 
of more than 100,000 people who inhabit the provinces of Loja and 
El Oro. 

Human diversity echoes biological diversity in Ecuador, with 8 
percent of the population declaring to be of Indigenous descent 
and 14 legally recognized Indigenous nations and languages. 
The term ‘Indigenous nation’ refers to ancestral peoples present 
in the territory prior to the creation of the Ecuadorian State living 
in a specific land and having their own traditional institutions and 
organization systems. The Kichwa is the Indigenous nation with the 
highest representation in the province of Loja.

Rural poverty

Ecuador ranks 98th out of 187 countries according to the 2014 United 
Nations Human Development Index, with nearly 4 percent of its 15 
million people living below the poverty line. Although inequality is 
still an issue, between 2006 and 2014, poverty decreased from 37.6 
percent to 22.5 percent. 

Despite these achievements, poverty remains high in rural areas 
such as those that Asociación Comunitaria Bolívar Tello Cano 
serves. Over half of Ecuador’s population lives in rural areas, mainly 
in highlands and coastal regions. Faced with limited livelihood 
options, most families depend primarily on agriculture and small-
scale livestock cultivation, particularly of goats and cattle. In areas 
with unique tropical dry forest species, the collection of palo santo 
(Bursera graveolens) wood and other forest products has traditionally 
been an additional source of income.

Environmental degradation

In the south-western tropical dry forest, where Asociación 
Comunitaria Bolívar Tello Cano works, two major sources of 
ecosystem decline are the conversion to agriculture cropland and 
harvest of timber and non-timber forest products (NTFPS) by rural 
poor communities. Rearing of goats and cattle adds an additional 
stressor to the system, as these animals can have detrimental 
impacts on natural ecosystems if left to graze unchecked. 

Background and Context
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Human populations living in poverty are not the only threat to this 
ecosystem. Large corporate forestry operations also pose significant 
threats and are drivers of deforestation in this region. Most vertebrate 
species face habitat destruction. Compounded by their high level of 
endemism, these habitat loss risks make some species particularly 
vulnerable to extinction.

Holy wood

Endemic to Central and South America, the palo santo tree, known 
as ‘holy wood’ to many, has been used for centuries by Indigenous 
communities in traditional healing practices. It is also highly coveted 
worldwide by the perfume and incense industry for its fragrance. 
This tree species belongs to the Burseraceae plant family, which 
is known as ‘the incense tree family’ and includes the well-known 
frankincense (Boswellia spp.) and myrrh (Commiphora spp.) trees. 

Like its more famous cousins, palo santo is a deciduous tree known 
for the spiritual and cleansing properties of its oil and bark. The plant 
is distributed across tropical dry forests from the Yucatán Peninsula 
southward to Peru and Venezuela. It is used by several Indigenous 
groups for a variety of medicinal purposes.

Palo santo is commonly used as incense to clear the house of bad 
energy and to promote good luck. The aromatics in palo santo 
smoke are also detectable in the oil obtained from the wood, which 
has documented uses as far back as the Incan Empire. The popularity 
of palo santo incense and essential oil in Latin America and abroad 
has led the species to be overharvested and highly threatened. In 
Ecuador, the government has issued strict protections for the species 
with felling of the tree forbidden and permits required to collect 
from dead trees. However, illegal collection is an ongoing issue due 
to the profits that can be made from sales of palo santo wood. 

The Palo Santo Initiative

In 2007, an innovative scientific study undertaken by the Universidad 
Técnica Particular de Loja (Technical University of Loja or UTPL by 
its acronym in Spanish) demonstrated that the seeds of palo santo 
actually have a much higher content of essential oil than the wood 
of the tree, which had traditionally been used to extract the oil. This is 
particularly noteworthy because the seeds, in contrast to the wood, 
can be harvested without harming the tree. This discovery provided 
an excellent entry point for an initiative geared to simultaneously 
raise local income, diversify livelihoods, and promote conservation 
of native biodiversity. 

Following the discovery of the high essential oil content of palo 
santo seeds, the four communities in the Zapotillo Canton of Loja 
Province—Malvas, Chaquiro, Paletillas de Malvas, and Totumos—
united to form Asociación Comunitaria Bolívar Tello Cano. The 
Community Association, together with Nature and Culture 
International (NCI), the Brazilian cosmetics company Natura, 
and UTPL, obtained approval from the Ecuadorian Ministry of 
Environment and developed a palo santo project. This project 
focused on the sustainable harvest of palo santo fruit, extraction 

of the oil, and international sale of value-added products, such as 
perfumes and flavours. This initiative has since grown and expanded, 
with four additional collaborators added to the network in 2012: 
the Agencia Empresarial de la Universidad Técnica Particular de 
Loja (Business Agency of the Technical University of Loja or ADE 
Loja, now called Agencia de Desarrollo Empresarial del Sur or ADE 
Sur), the Ecuadorian cosmetics company ADITMAQ, and the United 
States and German cooperation agencies, USAID and GIZ, as funding 
partners. 

Today, under the legally recognized organization Asociación 
Comunitaria Bolívar Tello Cano, the four local communities direct 
and own the project, which benefits approximately 300 families. The 
Palo Santo Initiative is a model of sustainable natural resource use 
and bio-commercialization that generates employment, supports 
sustainable palo santo seed harvest, increases community capacity, 
promotes tropical dry forest conservation, and connects local 
products to national and international markets. 

Governance and organizational structure

The highest decision-making body is the General Assembly of 
Members, which typically meets three times a year, while meeting 
extraordinarily as many times as necessary. Its powers include, but 
are not limited to, electing the Board of Directors, Administrator, 
and Commissions; approving the Annual Operating Plan, as well as 
projects and budgets; authorizing the annual extraction of essential 
oil and the insertion of new products to the market; and appointing 
the Administrator. 

The second government level is the Board of Directors. It is made 
up of a President who also presides over the General Assembly; a 
Vice President; three main members and three alternates, and the 
Administrator, who is the legal representative and acts as Secretary 
of the Board. The powers of the Board of Directors include: being 
informed of the annual operating plan, as well as projects and 
budgets and presenting them to the General Assembly; being 
informed of the annual essential oil extraction plans and the 
insertion of new products to the market and presenting them to the 
General Assembly; and providing support to and requesting reports 
from the Administration. 

Additionally, there are three more executive areas. Guided by the 
Administration, the Business Unit designs, manages, operates, and 
evaluates the various activities focused on the harvest, extraction, 
and commercialization of essential oil of palo santo, as well as the 
development and commercialization of its by-products. The Savings 
Bank provides financial support to partners and is managed by a Cash 
Manager along with three members of an Oversight Committee. The 
Social Projects Unit works to ensure integration and activities that 
tend to improve the quality of life of members and their families.

Strategic and commercial expansion decisions are made within the 
General Assembly. Quarterly meetings are held with the Board of 
Directors to report on the Community Association’s management 
and approve future activities.



6

Key Activities and Innovations

Capturing the essence of the holy tree

Prior to the launch of the Palo Santo Initiative, the communities of Malvas, 
Chaquito, Paletillas de Malvas, and Totumos had not imagined that the 
fruit of the tree could become a source of income. At the time, it was 
common to find a small number of people practicing illegal exploitation 
of palo santo trees by cutting them down to sell the wood wholesale 
and to intermediaries. These other parties, in turn, commercialized the 
product without any added value, whilst accumulating high profits. 
The negative social and environmental impacts of this activity on the 
communities and the surrounding forest were once significant, but this 
is no longer the case.

Today, represented by the Community Association, the communities 
sustainably manage palo santo trees. This was initially done in 
partnership with non-governmental organization Nature and Culture 
International (NCI), which has been working in the area since 2001. 
But in 2013, once NCI’s community strengthening activities had 
been completed, the local communities took over full control of the 
conservation component of the initiative. Nevertheless, NCI continues 
to provide support for the development of the palo santo management 
plans and annual harvest plans.

To ensure sustainability of the palo santo forest, local community 
members only collect 10 percent of the fruit from each tree to extract 
essential oils to be sold to cosmetics and perfume companies. In 
addition to managing the forest on their own, since 2016, the local 
communities have also taken over the extraction of essential oil from 
palo santo fruits. This was originally done by the Technical University 
of Loja (UTPL). However, in 2012, the essential oil business was fully 
transferred to the Community Association. 

ADE Sur’s support has been crucial for developing by-products such 
as 10 millilitre bottles of 100 percent pure palo santo essential oil for 
aromatherapy diffusers, scented candles with mosquito repellent effect, 
liquid home fragrances with diffuser sticks, and scented sachets. Thus, 
the Community Association has added further value to its products and 

placed them on the market to diversify its offer. In addition to Brazil, the 
essential oil is being exported to Chile, Spain, and the United States.

Access and benefit sharing

Another key concern of partners involved in the Palo Santo Initiative has 
been to ensure that the people who live in these natural ecosystems 
will benefit economically and improve their standard and quality of life. 
Although access and benefit sharing (ABS) were not specific objectives 
of the initiative in its inception, there are several elements that can 
be recognized as part of an ABS process. For instance, the traditional 
knowledge of the communities and use of their resources have 
made it possible to identify a species that has later been researched 
and subsequently commercialized with companies that have social 
responsibility standards, thus predicting important benefits for the 
community, the environment, and the company. 

One of these companies is Brazilian cosmetics giant Natura, which 
was the Community Association’s first client and continues to be a 
key partner. Natura has been active in working for a fair and equitable 
distribution of benefits, not only among participating communities, but 
also with the forest. In fact, it was the company that co-financed the 
proposal for the creation of the Municipal Reserve that encompasses 
the palo santo fruit use area. 

Additionally, each year Natura provides an incentive to the communities 
that goes beyond paying for the fruit harvest. This surplus income given 
in recognition for their conservation efforts was used by the Community 
Association to establish a rotating savings and credit fund that allows 
members to benefit from loans they use for agriculture, conservation, 
and education. Thus, the Community Association is able to reinvest in 
the local communities protecting the forest.

Following the ABS principle, aside from the individual payments 
received by fruit harvesters, the Community Association and ADE 
Sur have agreed that 35 percent of the profits be distributed among 
community beneficiaries, channelled through the savings and credit 
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fund. The remaining profit is allocated to forest conservation and 
research activities. Knowledge gained through research enables adding 
value to the palo santo essential oil through new applications. 

The largest possible number of stakeholders, mainly community 

members, is involved throughout the value chain. Thus, they actively 
participate in decision-making processes regarding administration, 
harvesting, surveillance, extraction, development of by-products, and 
marketing. 
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ENVIRONMENTAL IMPACTS
The Community Association’s conservation actions have contributed 
to halt illegal exploitation of palo santo and to curb land appropriation 
in the Ecuadorian dry forests. In addition to sustainably managing 
the palo santo trees, the local communities carry out activities, such 
as identification and fencing of areas for natural regeneration, forest 
monitoring, surveillance rounds to control threats to the forest, solid 
waste management, and environmental education in local schools. 
Income obtained from harvesting the palo santo has made the 
local communities see in the forest a potential for complementary 
income, so they no longer cut the trees to market their wood.

Additionally, NCI and the Community Association conduct research 
on the productive potential of the forest and species phenology 
focused on the timing of recurring biological events. This research 
is important because palo santo production varies depending on 
the diameter class of each tree. Further, it is presumed that climatic 
conditions such as rain, temperature, and wind, among others, 
greatly influence production from one year to the next. For instance, 
in 2012, the Community Association harvested 9,137 kilograms of 
palo santo fruit and obtained 298.85 kilograms of essential oil, with 
a yield of 3.27 percent. In 2014, they harvested 13,500 kilograms of 
palo santo fruit and obtained 300 kilograms of essential oil, with a 
yield of 2.22 percent. 

SOCIOECONOMIC IMPACTS
The harvest period of the palo santo fruit generates direct employment 
for approximately one month per year. From 2007 to 2011, 45 jobs 
were created. In 2012, with the support of ADE Sur and international 
cooperation, it was possible to increase to 137 jobs.

Beneficiary communities bring together 300 families whose average 
daily income ranges from US$2 to $3, mainly from agricultural activities 
and minor breeding. In 2012 and 2013, respectively, 135 and 65 families 

came out of the last quintile of poverty, with an annual family income of 
approximately $700 thanks to the harvest of the palo santo fruit.

The savings and credit fund provide the Community Association 
with resources that allow families to respond, in a much more timely 
and autonomous way, to the adversities generated by the local and 
external environment. Through the fund, more than 300 credits have 
enabled these families to cover education expenses and investment 
in agricultural production they could not cover before. Thanks to the 
training that the Palo Santo Initiative has provided on issues such as 
associativity, management and conservation of natural resources, 
administrative and accounting aspects, the local population as a whole 
has been empowered to seek better well-being and greater resilience.

GENDER IMPACTS
With women accounting for more than 40 percent of Community 
Association membership, their participation is significant in all activities. 
The Palo Santo Initiative promotes entrepreneurship with a gender 
focus. As a result, women have led entrepreneurial processes such as 
manufacturing candles, perfumes, and other products.

POLICY IMPACTS
Following the Palo Santo Initiative’s concern for avoiding negative 
environmental externalities, the partners have worked with local 
governments from the beginning to protect the 4,500-hectare forest 
patch the Community Association uses to harvest this species as 
Limones Municipal Reserve. Though its official designation was at the 
time pending, Limones is one of 17 municipal reserves included in 
the core areas of the Bosque Seco Biosphere Reserve designated by 
the United Nations Educational, Scientific, and Cultural Organization 
(UNESCO) in 2014. The Community Association played a key role 
during the zoning process, separating the Core Zone, Buffer Zones, and 
Transition Zones, for the Bosque Seco Biosphere Reserve. 

Impacts



SUSTAINABILITY
The harvesting of the palo santo fruit has become a complementary 
activity to goat farming and agriculture, the main occupations of 
the communities in the area, and reason enough to combat illegal 
logging and motivate people to conserve the forest. This has also 
been possible because the project has developed a management 
and business model for accounting the costs of forest conservation 
and management in the value chain. Therefore, a percentage of the 
profits is allocated for that purpose.

The Community Association still requires external support to 
strengthen some areas, especially marketing. However, it already 
has the capacity to reinvest in actions for the conservation and 
sustainable use of biodiversity and to establish a fund to foster 
research to promote its eco-business.

REPLICATION
This community development and biodiversity conservation 
experience has been replicated in a similar area within Ecuador, in 
which the project  ‘Sustainable use of the spiny holdback (Caesalpinia 
spinosa)’ has been developed to generate employment for the 
communities near the forest in the city of Catacocha in the Paltas 
Canton in Loja Province. This initiative manages the same mix of 
conservation, community development, and industry components, 
focusing on promoting a sustainable biodiversity management 
business model in which the communities, the university, the 
development agency, an NGO, cooperation agencies, and private 
companies collaborate.

PARTNERS
• ADITMAQ: Ecuadorian company that joined in 2012 as a 

commercial partner for the export of essential oil.

• Agencia de Desarrollo Empresarial del Sur (ADE SUR, formerly 
ADE Loja): UTPL business agency that manages the business and 
coordinates, supervises, and controls production, productivity, 
and costs.

• German Society for International Cooperation (GIZ): Entity 
that advises on sustainable use of biodiversity, bio-community 
protocols, and the strengthening of local production chains.

• Ministry of the Environment of Ecuador: Institution that 
accompanies the process of the Palo Santo Initiative.

• Natura: Brazilian company focused on the production of 
cosmetic items, perfumery, among others. This company initially 
became interested in the essential oil of palo santo from its fruit.

• Nature and Culture International: Supports, advises, and 
monitors palo santo use plans, as well as conservation, 
restoration, and association strengthening activities.

• United States Agency for International Development (USAID): 
Since 2011, collaborated with technical and financial resources 
to consolidate the Palo Santo Initiative.

• Universidad Técnica Particular de Loja (UTPL): Developed 
process that allows obtaining essential oil from palo santo fruit, 
succeeding in replacing the essential oil extracted from the 
trunk. Supervises and facilitates extraction of oil under quality 
standards and based on requirements of international certifiers.

Sustainability and Replication
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