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Biodiversity loss is a major environmental challenge 

facing humankind. Biodiversity - and associated 

ecosystems - provide a range of invaluable services 

to society that underpin human health, well-being 

and economic growth. These include food, clean 

water, flood protection and climate regulation. 

However, the OECD Environmental Outlook to 2050 

projects a further 10% loss in biodiversity by 2050 

under business-as-usual, threatening the provision 

of these services.  

The OECD (2013) publication “Scaling Up Finance Mechanisms for 
Biodiversity” considers the opportunities for scaling-up finance for 

biodiversity from six so-called “innovative financial mechanisms”, 

as classified under the Convention on Biological Diversity. These are: 

l  environmental fiscal reform; 

l  payments for ecosystem services;

l  biodiversity offsets; 

l  markets for green products; 

l  biodiversity in climate change funding; and 

l  biodiversity in international development finance. 

Drawing on literature and more than 40 case studies worldwide, 

the book addresses the following questions: 

l  What are these mechanisms and how do they work? 

l  How much finance have they mobilised and what potential is 

there to scale this up? 

l  What are the key design and implementation issues – including 

environmental and social safeguards – that need to be addressed 

so that governments can help ensure these mechanisms 

are environmentally effective, economically efficient and 

distributionally equitable?
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Biodiversity – the diversity of living organisms and the ecosystems 

of which they are a part – provide critical lifesupport functions and 

services to society. These include food, clean water, genetic resources, 

flood protection, nutrient cycling and climate regulation, amongst many 

others. These services in turn are essential to human health, security, 

wellbeing and economic growth. Yet despite the significant economic, 

social and cultural benefits provided by biodiversity and ecosystem 

services, global biodiversity continues to decline. Projections indicate 

that without renewed efforts to address this challenge, a further 10% 

loss of global biodiversity is expected between 2010 and 2050.

Given that the costs of inaction are in many cases considerable, there is 

an urgent need for both:
 

l  broader and more ambitious application of policies and incentives 

to address biodiversity and ecosystem service conservation and 

sustainable use, including those that are able to mobilise finance for 

biodiversity;
 

l  more efficient use of existing financial resources for biodiversity. 

The 2013 OECD publication on “Scaling Up Finance Mechanisms for 

Biodiversity” considers opportunities for scaling-up finance for 

biodiversity across six “innovative financial mechanisms” as classified by 

the Convention on Biological Diversity (CBD). These are: environmental 

fiscal reform; payments for ecosystem services; biodiversity offsets; 

markets for green products; biodiversity in climate change funding; 

and biodiversity in international development finance. This brochure 

highlights the key findings of this work.

Biodiversity loss – a major 
environmental challenge with 
far-reaching adverse impacts DID YOU KNOW…

the finance needs for 
implementing the twenty 
Aichi Biodiversity Targets are 
estimated to be USD 150-440 
billion per year?
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EnvironmEnTal fiscal rEform refers to the process of shifting the 

tax burden from desirable economic activities to activities that entail 

negative environmental externalities. There are relatively few examples 

of tax shifting in the context of biodiversity, so this book looks more 

broadly at a range of taxation and pricing measures that can raise fiscal 

revenues while furthering environmental goals. This includes taxes and 

charges on natural resource use or on pollution, on resource rents, and 

the reform of subsidies harmful to environment. Biodiversityrelevant 

taxes and charges include those on pesticides, fertilisers and other 

sources of NOX, SO2 and CO2 emissions, natural resource extraction, 

wastewater discharges and entrance fees to natural parks. Total revenue 

from environmentally related taxes in OECD countries in 2010 amounted 

to nearly USD 700 billion. However, revenues from taxes on pollution and 

resources ( those most relevant for biodiversity) constitute a very small 

fraction of this total. Further efforts are also needed to reform subsidies 

that are harmful for biodiversity. This would also free up a considerable 

amount of revenue. 

PaYmEnTs for EcosYsTEm sErvicEs (PES) are voluntary programmes 

that provide direct incentives to enhance the provision of ecosystem 

services. PES compensate individuals or communities whose land use 

or other resource management decisions influence the provision of 

ecosystem services for the additional costs of providing these services. 

They have been defined as “a voluntary, conditional agreement between 

at least one ‘seller’ and one ‘buyer’ over a well defined environmental 

service – or a land use presumed to produce that service”. PES 

programmes have proliferated rapidly over the past decade, with more 

than 300 programmes implemented around the world. It is estimated 

that 5 national PES programmes alone channel more than USD 6 billion 

per year. Another study estimates that payments for watershed services 

in 2008 totalled over USD 9 billion. 

BiodivErsiTY offsETs are instruments used to allow some continued 

project development, within an overall objective of no net loss of 

biodiversity. More specifically, biodiversity offsets are “measurable 

conservation outcomes resulting from actions designed to compensate 

for significant residual adverse biodiversity impacts arising from project 

How do these 
finance mechanisms 
work?
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development after appropriate prevention and mitigation measures 

have been taken”. They are intended to be carried out during the 

final step of the environmental impact mitigation hierarchy – avoid, 

minimize, and mitigate (restore and offset) – and are based on the 

premise that impacts from development can be offset if sufficient 

habitat can be protected, enhanced or established elsewhere. Interest 

in these programmes has increased in recent years, with about 

45 programmes in place today that require biodiversity offsets or 

some form of compensatory conservation for particular types of 

impacts. In 2011, these were estimated to have mobilised between 

USD 2.4 and 4 billion. 

markETs for grEEn ProducTs have developed for goods 

and services that are based on sustainable use of biodiversity 

and ecosystems (ecotourism and biotrade), goods that have been 

produced with fewer impacts on biodiversity as a result of more 

efficient or lower impact production methods (timber procured from 

reduced impact logging), and goods whose consumption will have a 

reduced environmental impact as a result of decreased pollution load 

(biodegradable detergent). As some consumers may prefer to buy 

and even pay a premium for green products, companies may have an 

incentive to adopt more sustainable production practices. Markets 

for certain green products have seen considerable growth (certified 

timber and seafood products) and new markets are emerging 

(sustainable soy and sugar). Price premiums for green products 

appear to be low but can vary considerably.

BiodivErsiTY in climaTE cHangE funding refers to the 

potential to leverage biodiversity cobenefits within the increasing 

flow of finance that is directed towards climate change mitigation 

and adaptation. Notable examples of where synergies can be 

harnessed include the mechanism for Reducing Emissions from 

Deforestation and Degradation and ecosystembased adaptation. 

Climate change finance flows have been estimated at USD  

70-120 billion annually in 2009-10, with lower bound estimates of 

biodiversityrelated climate change finance from multilateral sources 

amounting to USD 8 billion. 

BiodivErsiTY in inTErnaTional dEvEloPmEnT financE refers 

to the opportunities to harness synergies and better mainstream 

biodiversity in broader development objectives. Biodiversityrelated 

bilateral Official Development Assistance (ODA), as tracked by 

the OECD Development Assistance Committee, increased from an 

average of USD 3.3 billion per year in 2005-06 to USD 5.7 billion per 

year in 2009-10. 

Finance Scope of Source of Direct vs. Indirect Impact on drivers  Beneficiary vs.
mechanism finance finance revenue raising of biodiversity loss Polluter pays

Environmental Local, national Private (and public) Direct Yes  –  direct Polluter

Fiscal Reform

Payments for Local, national,  Private and public Direct Yes  –  direct Beneficiary 

Ecosystem Services international

Biodiversity offsets Local, national Private (and public) Direct Yes  –  direct Polluter

Markets for Local, national,  Public Indirect Yes  –  indirect N/A

Green Products international

Biodiversity in Local, national, Public and private Indirect Depends Polluter

climate change  international

funding

Biodiversity in International Public (and private) Indirect Depends N/A

international 

development finance
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There are three ways in which these finance 

mechanisms can promote the conservation and 

sustainable use of biodiversity: first, by raising 

additional revenue that can then be used to achieve 

biodiversity objectives (e.g. payments for ecosystem 

services). Second, by mainstreaming biodiversity in 

the production and consumption landscape (e.g. via 

green markets and biodiversity offsets when placed in 

the broader mitigation hierarchy). Third, by reducing 

the cost of achieving biodiversity conservation and 

sustainable use (e.g. environmental fiscal reform). 

Some mechanisms can work across more than one 

of these areas. For example, fiscal instruments can 

raise revenue and reduce the cost of undertaking 

biodiversity conservation and sustainable use 

measures, while also changing incentives that drive 

conversion rather than conservation. 

Elements that vary across the six finance mechanisms 

include whether they are able to mobilise finance at 

the local, national and/or international level; whether 

the source of finance is public and/or private; whether 

they raise revenue directly; the extent to which the 

mechanisms impact on the drivers of biodiversity loss 

and degradation; and whether they are based on the 

polluter pays principle or a beneficiary pays approach: 

How do the finance mechanisms 
compare?

Finance Scope of Source of Direct vs. Indirect Impact on drivers  Beneficiary vs.
mechanism finance finance revenue raising of biodiversity loss Polluter pays

Environmental Local, national Private (and public) Direct Yes  –  direct Polluter

Fiscal Reform

Payments for Local, national,  Private and public Direct Yes  –  direct Beneficiary 

Ecosystem Services international

Biodiversity offsets Local, national Private (and public) Direct Yes  –  direct Polluter

Markets for Local, national,  Public Indirect Yes  –  indirect N/A

Green Products international

Biodiversity in Local, national, Public and private Indirect Depends Polluter

climate change  international

funding

Biodiversity in International Public (and private) Indirect Depends N/A

international 

development finance
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Finance Mechanism Individual capacity  Organisational capacity Enabling conditions

Environmental Fiscal Reform

Payments for Ecosystem Services

Biodiversity offsets

Markets for Green Products

Biodiversity in climate change funding

Biodiversity in international development 
finance

careful design and implementation of finance mechanisms is required 

to ensure the environmental effectiveness, cost-effectiveness, and 

distributional equity. key design and implementation issues that 

should be considered for a number of these mechanisms include the 

use of biodiversity metrics and indicators, additionality (i.e. ensuring 

that environmental outcomes are above business-as-usual), leakage 

(i.e. when the reduction of biodiversity loss in one location leads to the 

displacement of pressure to another location), permanence 

(i.e. maintaining the biodiversity benefits over time), robust monitoring, 

reporting and verification, and the enforcement of sanctions in the case 

of non-compliance.  

Environmental as well as social safeguards play an important role 

in preventing and mitigating undue harm to the environment or to 

poor and vulnerable populations. The introduction of any new policy 

instrument (e.g., economic, traderelated, or for environmental objectives) 

can impact on other policy areas and sectors, creating both winners 

and losers. These potential impacts need to be identified in advance, 

with the appropriate safeguards put in place so as to address any 

possible tradeoffs. Such safeguards include standards and performance 

indicators, as well as processes such as project screening, environmental 

and social assessments, and stakeholder participation to identify possible 

concerns and impacts on local populations, exante. Monitoring, reporting 

and evaluation of social impacts is another important safeguard and 

is necessary to inform the management of existing projects as well 

as the design of future policy and projects. Grievance mechanisms or 

ombudsmen also need to be in place to enable stakeholders to voice their 

concerns about the way in which a finance mechanism is implemented 

and managed. 

Design and implementation 
issues and the role of 
environmental and social 
safeguards
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Finance Mechanism Individual capacity  Organisational capacity Enabling conditions

Skilled advocates to secure political 
acceptance and public support for EFR 
through e.g. awareness campaigns

Experts (external or internal) can identify 
metrics and carry out assessments to 
inform targeting of payments for public 
PES programmes

Experts to select and apply metrics and 
indicators to compare expected losses 
and gains

Trained experts to carry out certification 
and accreditation

Technical expertise and knowledge 
related to green infrastructure and 
ecosystem based adaptation approaches

Development support staff have a 
thorough understanding of the local 
level linkages between development, 
biodiversity loss and poverty

Processes for dialogue and consultation, 
information dissemination and advocacy 
with key stakeholders (including via civil 
society groups)

Systems in place to ensure that payments 
are delivered efficiently and to the 
appropriate recipient avoiding elite 
capture etc.

Market support services (e.g. assurance, 
public registries, brokerage etc.)

Distribution channels to deliver certified 
products in competitive manner 
(particularly for local communities 
marginalised from premium markets)

Systems to manage and distribute funds 
in an efficient and equitable manner

Guidelines for the application of 
environmental and social safeguards (e.g. 
SEA and environmental screening tools)

Established tax system capable of levying, 
collecting and redistributing revenues

Inclusion of ecosystem service provisions 
in sector strategies, Poverty Reduction 
Strategy Papers, etc. and coherency 
between policies

Laws requiring developers to compensate 
for their environmental damages

Green procurement policies (including 
public procurement policies)

National climate change mitigation 
and adaptation strategies explicitly 
recognising REDD+ and ecosystem based 
adaptation options

Development support providers have 
commitment to environment strategy 
linked to poverty reduction and the MDGs

Governance and capacity issues 
for effective implementation
The governance and institutional capacity needed to 

implement a chosen instrument must be carefully 

considered, as without certain prerequisites in place, 

it is unlikely that the mechanism will effectively 

achieve its intended goal(s).  For example, secure and 

clearly defined property and land tenure rights are 

needed for a range of these mechanisms; where these 

C A PAC I T Y  N E E D S 

Examples of capacity needs for the six finance mechanisms

are not present, international development finance 

can play an important role in helping to foster their 

development. In many cases, it may be prudent to start 

with smaller programmes, including pilots, ensuring that 

the necessary capacity is in place to implement these 

mechanisms effectively, rather than with larger scale, 

but ill-designed programmes. 
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Each of these mechanisms has an important role to 

play in addressing the global biodiversity challenge. 

While all of these mechanisms have the potential 

to be scaled-up, this potential is likely to be greater 

for those mechanisms that are able to mobilise 

finance from the private sector. Governments will 

have a critical role to play in providing the necessary 

legislative framework so as to provide the appropriate 

incentives for the private sector to engage in 

biodiversity conservation and sustainable use. 

Governments will need to draw on regulatory 

approaches, as well as other economic, information 

and voluntary instruments, and to identify the 

most appropriate policy mixes. This is particularly 

important in the case of biodiversity, as the drivers 

of loss and degradation are often multiple and stem 

from market and government failures prevalent in 

An assessment framework

biodiversity policy, as well as policies in other sectors 

of the economy. The appropriate choice of policy mix 

will depend on:

l �the nature of the environmental problem and 

drivers of loss;

l socioeconomic, cultural and political circumstances;

l the governance and institutional capacity needed to 

effectively implement instruments. 

The assessment framework below provides a 

simplified, birds-eye view of the types of issues that 

policymakers may need to consider and the possible 

sequencing of steps, prior to the introduction of 

new instruments and mechanisms for biodiversity 

conservation and sustainable use.
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Assess 
business-as-

usual

P I L o T  P R o j E c T S  A N D  c o u N T R Y  E x P E R I E N c E S

Identify 
market/policy 

failures

Develop 
long-term 

vision

Identify 
least-cost 

policy options

Identify 
safeguards

Identify 
capacity 

needs

l��What are the key proximate drivers of biodiversity and ecosystem service loss (recent and projected)? 
 This can be determined with an assessment of business-as-usual projections for biodiversity trends (taking 

into account population and economic growth, demand for agiculture, and other variables). This would help to 
determine the reference point (or baseline) against which future progress could be assessed.

l��What are the key sources of market and policy failure for each of these drivers of biodiversity and ecosystem 
service loss (e.g. externalities and imperfect information) at the local, national and international level.

l��Develop a long-term vision for green growth and biodiversity with a joint high-level task force so as to mainstream 
biodiversity into other policy areas and sectors (e.g. agriculture; energy; climate change; development; finance). 
This would aim to ensure a more co-ordinated and cohesive response to biodiversity objectives, capturing 
available synergies and identifying potential trade-offs. High-level commitment is crucial at this stage.

l��What instruments are most likely to meet the intended goals?

l��Identify least-cost policy options and mechanisms and areas for intervention to determine policy priorities and 
sequencing.

l��What are the potential environmental trade-offs? Put in place environmental safeguards to address these as 
needed.

l��What are the likely distributional implications of the instrument? consider social safeguards to address these 
as needed.

l��What are the governance and capacity needs to effectively implement these instruments?

l��Are the circumstances/conditions needed for these to be effective in place?
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Assessment Framework for Biodiversity Instruments and Mechanisms 
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BETTER POLICIES FOR BETTER LIVES

For more information:
www.oecd.org/env/biodiversity

Human impacts on biodiversity and ecosystem services 

must be significantly reduced. Continuing on a business-

as-usual trajectory will have wide-reaching adverse 

implications, and undermine green growth. The OECD 

publication “Scaling Up Finance Mechanisms for 

Biodiversity” aims to contribute to discussions on resource 

mobilisation under the Convention on Biological Diversity. 

The book examines the six so-called “innovative financial 

mechanisms”, as identified under the Convention on 

Biological Diversity. It identifies a number of key issues that 

should be considered when designing and implementing 

these mechanisms. 

This policy brief outlines the key messages in the book. It 

introduces the mechanisms, providing an overview of how 

they work and how they compare. It examines key design 

and implementation features that need to be considered, 

including environmental and social safeguards, and looks at 

the governance and capacity needs for implementing finance 

mechanisms. Finally, it proposes an assessment framework 

which provides a simplified, birds-eye view of the types of 

issues that policy makers may need to consider and the 

possible sequencing of steps, prior to the introduction of new 

instruments and mechanisms for biodiversity conservation 

and sustainable use.

This work was carried 
out with the financial 
assistance of the 
European Commission, 
Switzerland and the 
United Kingdom.

The views expressed herein can in no way be taken to 

reflect the official opinion of the European Union.


