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Executive summary

The economics of biodiversity are still little understood and the loss of nature, which 

provides pollination, clean water and other ecosystem services, is often considered to have 

primarily local economic impact. But nature has an intrinsic value and also has extrinsic 

value to many parts of the economy. Destruction of nature has global costs because nature 

loss accelerates climate change by releasing greenhouse gases into the atmosphere, causes 
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1	 Why finance is important for nature and 
nature is important for finance

Biodiversity is the variety of ecosystems, species and genes in the world or in a particular 

habitat. Biodiversity, rather than just the count of species, enables nature to be productive, 

resilient and adaptable. Just as diversity within a portfolio of financial assets reduces risk and 
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these credits, analogous to the carbon credit market under the EU emissions trading scheme.

In its future work on biodiversity certification and nature credits, the EU will need to 

consider the additionality that private capital could bring. Nature credits could be a way of 

channelling additional money to protect or restore biodiverse ecosystems, if demand were to 

grow beyond voluntary approaches, for example because of the introduction of obligations 

through application of the polluter-pays principle. The nature-positive projects that credits 

would fund are unlikely to generate significant profits, so the overall capitalisation of private-

sector markets for nature credits looks likely to remain small if they remain voluntary. To 

achieve larger scale funding, the markets would have to be created through regulation.

This policy brief examines these issues and provides examples the EU should consider in 

developing financially rewarding measures that restore and preserve natural capital assets. 

The focus in developing existing and new tools should be on whether they can deliver reliable 

revenue streams over a long period to maintain the value of natural assets. In the EU, the 

most impactful immediate means of using financing to protect and restore nature would be to 

defund the damage caused to biodiversity by eliminating nature-harming subsidies, starting 

with reform of the common agricultural policy.

2 Why is finance for nature inadequate? 
The links between nature and the economy have long been ignored, with environmental 

impact treated as an externality that is not measured or accounted for in economic systems. 

Over the past decades, understanding of the economic impact of climate change has spread, 

and international cooperation under the United Nations has resulted in a focus on one 

principal target (stabilising temperature rise) and one major measure (reducing emissions 

of greenhouse gases). Global warming is now widely accepted in both the public and private 

sectors – and in the financial sector (Carney, 2015) – as a problem for the global commons 

that needs collective action.

This is not the case for nature loss. There is even a lack of unified definitions of nature and 

biodiversity for estimating financing needs. As explained by Dasgupta (2021), biodiversity 

loss is inherently harder to measure than climate-change impacts because it is complex, 

nonfungible, silent and invisible, meaning no single measure or target can capture all aspects 
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and sustainable use of biodiversity. At least half of the fund is intended to benefit indigenous 

communities that protect intact habitats6. However, the amount of finance that this new tool 

will raise in practice remains uncertain, as not all countries with relevant industries have 

committed to make it mandatory.

The Cali biodiversity summit, however, failed to reach agreement on resource mobilisa-

tion. Establishment of a new biodiversity fund to help poorer nations restore their depleted 

natural environments was blocked by developed economies, including the EU, Japan and 

Canada. Pledges to the GBF Fund almost doubled, but reached only $396 million7.

For the EU, the European Commission’s latest Environmental Implementation Review 

(EIR) (European Commission, 2022b) calculated additional investment needs (over current 

expenditure levels, ie the financing gap) for the implementation of the EU biodiversity 

strategy for 2030 to be €21.5 billion a year to 2027. These additional investments should focus 

on protection, restoration and sustainable-use measures for species, habitats and other 

ecosystems, and on enabling implementation, including mainstreaming biodiversity in 

business decision-making, and any other aspects covered in the EU biodiversity strategy for 

2030 (European Commission, 2021a).

The EU budget will play an important role in meeting these investment needs but much of 

the needed funding is expected to come from EU countries’ national budgets and from private 

finance. The EIR also estimated the additional investment needs for the implementation of 

pollution prevention and control policies, and for water protection, management and indus
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Table 1: A categorisation of challenges to private finance in biodiversity 
Challenge Description

No cash�ow Biodiversity and ecosystem services are public goods, 
the values of which are not re�ected in economic 
transactions, which means that they frequently involve no 
cash�ow.

Scale and localised nature of 
biodiversity projects

Small and local biodiversity projects must be aggregated 
to attract large-scale �nance.

Paucity of data, measurement 
and standards

Biodiversity is complex and there is no single metric; 
metrics accounting for the impact of operations and 
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Box 1: Measuring and valuing biodiversity

Introducing financial tools into biodiversity implies measuring and valuing biodiversity. 

There is a broad spectrum of approaches to this. Some tools might rely on rigorous meas-

urement, such as measuring increases in species populations in a specified area to assess 

the outcome of a biodiversity credit. Another approach is to measure the economic value 

derived from biodiversity – attempting to quantify the services that biodiversity provides, 

such as pollination, and how much it would cost to replace them. This is not necessarily 

underpinned by exact calculations of species numbers or habitat condition.

Measuring biodiversity per se is complex and there is no one correct way to do it. While 

over 570 metrics have been proposed so far, there is no agreed international standard (An-

tonelli et al, 2024). Unlike carbon emissions, biodiversity is not evenly distributed. This means 

that biodiversity must be assessed locally, although its disappearance can have much wider 

implications (see section 1). Furthermore, biodiversity contains a diverse range of things, 

from the genetic diversity in a single population to the variety of ecosystems across the globe8.

The complexity of biodiversity means that its value can vary according to the species pop-

ulation, ecosystem, geographical and cultural context (Antonelli et al, 2024). There are several 

frameworks for thinking about the ways in which changes to biodiversity might be measured. 

For example, the UK government (DEFRA, 2023) defines four metrics:

1.	 Gains or losses in the variety and abundance of, or within, species (for example, because 

of changes to wildlife control and management, changes to farmland management, or any 

land use change);

2.	 Gains or losses in the amount of space for ecosystems and habitats (for example, because 

of building development, or changes in land use);

3.	 Gains or losses in the physical connectedness between ecosystems and habitats (for 

example, because of transport developments);

4.	 Environmental changes within ecosystems and habitats (for example, arising from 

changes in any type of pollution, restrictions of water supply, climate change, invasive 

alien species).

The UN has a statistical framework for organising data about habitats and landscapes, 

rather than biodiversity per se. The UN SEEA Ecosystem Accounting (SEEA EA) measures 

ecosystem services, tracks changes in ecosystem assets and links this information to 

economic activity9.

Other tools, such as the natural-capital approach, rely on quantifying the economic value 

of the welfare effects of biodiversity. This can be thought of as the use value (eg timber, recre-

ation, carbon storage), option value (future and perhaps unknown uses) and non-use value 

(inherent value or cultural value) (Moran and Bann, 2000).

Financial regulators, particularly central banks, are beginning to create frameworks and 

tools to address climate risks, but work on nature-related risks is less advanced. There is a 

lively debate about how far central banks should go to address climate and nature as part of 

their primary mandate of price stability, and how to address these risks building up in the 
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central banks in several ways, including their impact on price stability and monetary policy 

transmission (Schnabel, 2023), and on the stability of the financial sector because of loans to 

businesses that depend on ecosystem services (Elderson, 2024).

The European Commission (Cziesielski et al, 2024), European Central Bank and Dutch 

and French national banks are among the institutions starting to calculate how exposed their 
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Capital Coalition, 2021). This makes nature visible on balance sheets and means it can be 

factored in when balancing trade-offs, such as whether to build roads through a forest or to 

clear mangroves to build a port11.

However, decision-makers in firms and governments have frequently ignored natural 

capital. For example, calculations of economic growth ignore natural capital, and might over-

https://www.cbd.int/doc/publications/cbd-2007-poster-en.pdf
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3.3 Financing green: an overview of tools 
Several tools exist which can direct finance to protecting, restoring and monitoring biodi-

versity. Fees have been used for many years, including entrance fees to national parks, and 

hunting and fishing licenses (OECD, 2024). Philanthropy also helps, with around €87 million 

in biodiversity-relevant funding contributed by private foundations in 2018 in the EU (Nesbit 

et al, 2022). Global corporate philanthropy totalled $71 billion in 2022, accounting for 11 

percent of global philanthropy (WEF, 2024), but less than 5 percent of corporate philanthropy 

is deployed to climate and nature – $607 million in 2022.

The amounts raised through fees and philanthropy are very small relative to the financ-

ing needs. In the subsequent sub-sections, we describe tools that would channel additional 

finance to nature from both the private sector (biodiversity credits and offsets, payments for 

ecosystem services, green bonds) and the public sector (debt for nature swaps, fiscal incen-

tives). Many new tools are at an early stage of development, which is why it is essential for the 
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as an alternative means of payment to farmers, foresters and land managers of subsidies that 

benefit the environment, instead of being based on production or farm size. 

Quality also matters if nature credits are to provide reliable sources of long-term finance. 

Establishing a market for trading nature credits would require the design of a system that 

avoids the pitfalls encountered in voluntary carbon credit markets, such as double-counting, 

fraud, low integrity and low quality13, as well as leakage (when a credit shifts harmful activities 

to non-protected areas). To ensure the quality of nature credits, some kind of independent 

body would be needed to overcome problems such as a conflict of interest between private 

auditors, the project developers who paid them and the private certification bodies that 

issued the credits (Marion et al, 2024). 

Moreover, a plethora of standards is already emerging in the large number of different 

schemes, despite the low level of overall finance that they have mobilised. For biodiversity 

credits to be credible sources of long-term finance for high quality nature protection and 

restoration, high integrity standards must be a priority.

3.3.2 Payments for ecosystem services (PES) 
Payments for ecosystem services put a price on the unpaid caring for nature done by owners 

and local communities, such as keeping trees standing to sequester carbon or using sustaina-

https://www.bloomberg.com/opinion/articles/2024-10-08/some-of-the-carbon-credits-were-fake
https://www.bloomberg.com/opinion/articles/2024-10-08/some-of-the-carbon-credits-were-fake
https://globaldev.blog/show-me-the-money-recent-actions-in-biodiversity-financing/
https://globaldev.blog/show-me-the-money-recent-actions-in-biodiversity-financing/
https://www.worldbank.org/en/news/press-release/2022/03/23/wildlife-conservation-bond-boosts-south-africa-s-efforts-to-protect-black-rhinos-and-support-local-communities
https://www.worldbank.org/en/news/press-release/2022/03/23/wildlife-conservation-bond-boosts-south-africa-s-efforts-to-protect-black-rhinos-and-support-local-communities
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3.3.4 Debt-for-nature swaps 
A debt-for-nature swap occurs when a third party (usually an international conservation 

organisation) purchases an indebted, biodiversity-rich country’s foreign debt at a discounted 

rate. The country commits to repaying this debt to the third party, usually in local currency, 

and commits to funding nature protection with the difference between the original value of 

the debt and the discounted value.

Debt-for-nature swaps first emerged during the debt crises of the 1980s. The first debt-for-

nature swap was in 1987 between Bolivia, Conservation International, Citicorp and USAID 

(World Bank, 1993). Since 1987, there have been 145 recorded debt-for-nature swaps accord-

ing to the African Development Bank, amounting to $3.7 billion in debt (African Development 

Bank, 2022). 

Debt-for-nature swaps rely on the willingness of commercial banks, governments or other 

debt holders to sell less than the full value of the original loan. Critics point out that indebted 

countries may lose autonomy over land, are too small to solve the debt or biodiversity prob-

lems, and the swaps often have high transaction costs16.

3.3.5 Fiscal incentives
Fiscal incentives rely on the volition of governments rather than private individuals or 

companies. They are the main source of finance for biodiversity because they do not require a 

profit motivation and can deliver public goods.

Taxes can be based on the polluter pays principle. Biodiversity-positive taxes can 

include those on pesticides, fertilisers or timber, if they are based on the environmental 

damage caused. On average from 2020 to 2022, OECD countries generated $9.96 billion 

in biodiversity-positive taxes (OECD, 2024). However, this constituted 1.3 percent of all 

environmental tax revenue.

Governments can also use subsidies to finance biodiversity protection. According to the 

OECD, there are 240 biodiversity positive subsidies in force across 34 countries (OECD, 2024). 

However, annual government expenditures on agricultural, forestry and fishery subsidies that 

are harmful to biodiversity were two to four times higher than total annual capital flows going 

to biodiversity conservation (Deutz et al, 2020). Elimination of subsidies that encourage harm 

to nature would be more productive.

4 The EU’s role in nature finance
The EU has characteristics that make it especially important in solving the collective-action 

problem of financing biodiversity. It is a regional governance system with regulatory powers 

and financing for public goods over long time horizons, and also an international actor that 

provides finance for global public goods. The EU could directly implement some of the tools 

outlined above through its common policies and budget, while encouraging the private sector 

to apply others. However, more than 80 percent of the EU’s own natural habitats are in poor 

condition17. Before developing new approaches, the EU should evaluate the structure of in-

centives already created by its common policies, budget and regulation of the financial sector. 

In particular, the EU could do much more to phase out harmful subsidies.

16 Aruna Chandrasekhar and Yanine Quiroz, ‘Q&A: Can debt-for-nature “swaps” help tackle biodiversity loss and 

climate change?’ Carbon Brief

https://www.carbonbrief.org/qa-can-debt-for-nature-swaps-help-tackle-biodiversity-loss-and-climate-change/
https://www.carbonbrief.org/qa-can-debt-for-nature-swaps-help-tackle-biodiversity-loss-and-climate-change/
https://www.eea.europa.eu/en/topics/at-a-glance/nature/state-of-nature-in-europe-a-health-check/habitats-and-species-latest-status-and-trends
https://www.eea.europa.eu/en/topics/at-a-glance/nature/state-of-nature-in-europe-a-health-check/habitats-and-species-latest-status-and-trends
https://www.eea.europa.eu/en/topics/at-a-glance/nature/state-of-nature-in-europe-a-health-check/habitats-and-species-latest-status-and-trends


https://commission.europa.eu/document/download/83ae884a-db42-4423-aca0-3cf8dfb0e02d_en?filename=Budget%20contribution%20-%20biodiversity.pdf
https://commission.europa.eu/document/download/83ae884a-db42-4423-aca0-3cf8dfb0e02d_en?filename=Budget%20contribution%20-%20biodiversity.pdf
https://commission.europa.eu/document/download/83ae884a-db42-4423-aca0-3cf8dfb0e02d_en?filename=Budget%20contribution%20-%20biodiversity.pdf
https://eur-lex.europa.eu/legal-content/EN/TXT/?uri=CELEX:32022D0591
https://eur-lex.europa.eu/legal-content/EN/TXT/?uri=CELEX:32022D0591
https://bankwatch.org/wp-content/uploads/2024/07/2024_07_Unlocking-funds-for-nature_How-the-next-EU-budget-must-deliver-for-biodiversity.pdf
https://bankwatch.org/wp-content/uploads/2024/07/2024_07_Unlocking-funds-for-nature_How-the-next-EU-budget-must-deliver-for-biodiversity.pdf
https://cinea.ec.europa.eu/programmes/life/green-assist-green-advisory-service-sustainable-investments-support_en
https://cinea.ec.europa.eu/programmes/life/green-assist-green-advisory-service-sustainable-investments-support_en
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The Commission has conceded that biodiversity is an area of public finance with a rela-

tively low absorption rate and level of execution of projects (European Commission, 2024). 

This is related to lack of capacity, expertise and experience at member-state level, and to lack 

of political will for conservation measures23. 

Moreover, the methodology for tracking EU biodiversity spending measures investments 

as either contributing ‘principally’ or ‘significantly’, or as ‘not targeted’, to biodiversity objec-

tives. For tracking purposes, these are counted as 100 percent, 40 percent and 0 percent of the 

investment respectively (Thomson, 2024). This framework is applied differently in the CAP 

and in cohesion policy, and results in substantial overestimation of expenditure on biodi-

versity and its positive impact, with no regard for the results achieved (Thomson, 2024; ECA, 

2024). The European Court of Auditors has recommended that the EU should move to a more 

results-based tracking methodology, and should improve data collection and introduce more 

measurable objectives (ECA, 2024).

An example of this is the 2021 Recovery and Resilience Facility, intended to boost the EU 

economy after the COVID-19 pandemic. The RRF required each EU country to allocate 37 per-

cent of the RRF funding it received to “the green transition, including biodiversity” (European 

Commission, 2021b). However, almost no allocations to biodiversity have been made. One 

reason for low public funding in the EU could be that the do-no-significant-harm assessments 

(European Commission, 2023), normally required by EU regulation, were not carried out as 

intended, degrading the only safeguard in place for RRF funds (Bozekova et al, 2021). There 

was also no binding obligation for member states to use RRF funding for biodiversity.

A further EU role is setting the regulatory framework for sustainable finance that also 

applies to nature-positive finance. The EU’s regulatory tools, such as the taxonomy of green 

investments and disclosure requirements, could be used more effectively, and the EU should 

develop a coherent framework for transition finance (Merler, 2025).

4.1 How the EU should consider new approaches
In considering new approaches to increase public and private financing of nature restoration 

and protection, a number of issues need to be considered:

•	 International political economy: Will the proposed approach garner support in all coun-

tries? Will it survive in other countries even if there is political backlash in one country?

•	 Additionality: How much additional finance will the approach bring? Will it set standards 

or ensure reliable commitments by public and private players?

•	 Permanence: Will the proposed approach retain support over the time period needed to 

achieve climate and environment targets? For example, will a forest protection measure 

ensure continued carbon sequestration until 2050 and beyond? Will the approach en-

courage new monoculture plantations that are more vulnerable than mature, biodiverse 

forests are to climate change, pests and diseases?

•	 Sustainability without policy support: Is there a reason for business and other groups to 

continue funding even if state intervention ceases, ie promising measures is not just about 

reputation but important for business models?

•	 Levels of effect: Are the services that an ecosystem provides local or international? Are 

they systemically important because they reduce risks for the economy?

23 Bankwatch and Euronatur, ‘Biodiversity on the brink: what’s holding back �nancing for nature?’ Bankwatch 

Network Blog, 5 October 2022, https://bankwatch.org/blog/biodiversity-on-the-brink-what-s-holding-back-

financing-for-nature.

https://bankwatch.org/blog/biodiversity-on-the-brink-what-s-holding-back-financing-for-nature
https://bankwatch.org/blog/biodiversity-on-the-brink-what-s-holding-back-financing-for-nature
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5 Conclusions
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