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AROUND THE WORLD

Can “biodiversity credits” propel
global conservation?

acked by the UN, an alliance of conservation-

ists and policymakers is devising new ways to

finance the preservation of biodiversity by plac-
ing economic values on ecosystems. Some analysts say
such schemes have the potential to boost conserva-
tion, but others are skeptical.

In 2009, as global financial markets shuddered, Mr.
David Dorr became interested in the possibility of put-
ting a price on nature. He is a Cayman Islands-based
global macro trader. The economic crisis, Mr. David
Dorr had realized, paled beside the looming environ-
mental one. He knew about carbon credit schemes, in
which people, governments, or companies pay for the
storage or removal of carbon from the atmosphere to
offset their greenhouse gas emissions. But he wanted
something broader, a way to judge the value of nature
not in an extractive sense, nor by the so-called eco-
system services that nature could provide, but by its
own inherent value. Scientists, conservationists and
policymakers around the world are working to devel-
op what they call biodiversity credits. While varied in
detail, these credits are alike in their purpose: attach-
ing economic value to the preservation or restoration
of ecosystems.

Only a few companies currently have biodiversity
credits for sale, but many more are working to develop
them. In broad outline, it works like this. Companies
developing biodiversity credits identify a threatened
habitat and form a partnership with the owners of that
land. The company or a third party then conducts a bi-
ological survey to establish the habitat’s baseline con-
dition, using factors like species richness, ecological
integrity, and water quality. The company then devises
a plan for improving habitat and protecting it over a
given stretch of time, usually a decade or longer. At
given intervals, perhaps every year or two, the compa-
ny, or the third party, monitors its progress. If the hab-
itat has met the agreed-upon goals of improvement,
it generates a biodiversity credit, which someone else
can buy. Revenues from the credit are split between
the landowner and the biodiversity credit developer.

“We only get paid when we deliver the performance
outcomes’, says Ms. Mariana Sarmiento - CEO of Ter-
rasos, a Colombian Company that last year became
one of the first to offer biodiversity credits for sale,
with 62,000 12-square-yard plots of conserved or re-
stored ecosystems that will be managed for 30 years.
The price is currently around 30 euros per unit, and
slightly more than 100 have been sold so far.

Many people hope, like Mr. David Dorr, that these
biodiversity credits will eventually be standardized, as
carbon credits are, with consistent contents and price,

and can then be traded internationally in
the manner of commodities. They argue
that biodiversity credits could provide a
way to fund conservation on an unprece-
dented scale. The need is acute: According
to a recent World Economic Forum paper,
estimates of the cost to halt the current
global loss of biodiversity are as high as
US$ 1 trillion annually. Less than US$ 150
billion is currently spent on such efforts
each year.

Although only a few companies cur-
rently have biodiversity credits for sale,
many more are working to develop them.
Already, large players in the carbon credit
industry are getting involved. One chal-
lenge lies in showing that the money spent
on these credits has its desired effect. This
problem has plagued the carbon cred-
it market since its inception in the early
2000s. But developers of biodiversity cred-
its face another hurdle, unique to their en-
deavor, which is that unlike carbon, which
can be quantified using weight-based met-
rics, biodiversity is diffuse. Even Mr. E. O.
Wilson, an American biologist, struggled
to concisely define it, writing that it en-
compasses “the totality of hereditary varia-
tion in life forms, across all levels of biolog-
ical organization” from genes to individual
species to entire ecosystems. Setting a value
for the protection or preservation of such
diversity is difficult. Applying a consistent
value to a biodiversity credit generated in
the Amazon rainforest and one from the
Sahara Desert is even harder.

One company is developing credits that
will each protect one hectare of habitat and
its wildlife for at least 10 years. An envi-
ronmental economist at the French Agri-
cultural Research Centre for International
Development Alain Karsenty is in favor of
biodiversity credits - or “certificates”, his
preferred term. But he says he is “not sure
biodiversity certificates will attract a large
amount of money and buyers”.

The phrase “biodiversity credit” has
appeared in the scientific and conserva-
tion policy literature for at least 20 years,
usually in reference to what are also called
“biodiversity offsets”, legally mandated in
some countries. In 2020, Mr. Paul Steele,
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an economist at the International Institute for Environ-
ment and Development (IIED) published a paper with
his IIED colleague Ina Porras proposing a new use of
the phrase. These biodiversity credits, or “biocredits’,
would operate on a voluntary basis, underpinned by
supply and demand: On the one hand were those who
wanted to contribute funding to conservation; on the
other hand, were conservationists and landowners who
needed funding to do that work. The scheme would be
able to fund protection and restoration of places rich
in carbon, like peat swamps, and those poor in carbon,
like deserts.

At first, the paper seemed to flop, Mr. Paul Steele
says. But over the next two years, the idea took off. A
South African ecologist - Simon Morgan, says he and
his colleagues came to the idea of biodiversity credits
after watching the Covid-19 pandemic devastate tour-
ism in Africa. “So much of our conservation efforts are
underpinned by tourism”, he says. With his colleagues,
he founded ValueNature, which is now developing
global biocredits that will each protect or restore one
hectare of habitat and its wildlife for at least 10 years.

Mr. Simon Morgan quickly realized that people in
other parts of the world were doing similar work. The
concept gained more momentum late last year after
the parties to the Convention on Biological Diversity
adopted the so-called Kunming-Montreal Global Bio-
diversity Framework, which sets global conservation
targets through 2030. Among other things, the parties
agreed to provide funding for “innovative schemes such
as payment for ecosystem services, green bonds, biodi-
versity offsets and credits and benefit-sharing mecha-
nisms, with environmental and social safeguards”

A A forest in South Australia for which the GreenCollar Company
is developing biodiversity credits

ValueNature is the Acting Secretariat
of the Biodiversity Credit Alliance, which
it founded last year, and which is fund-
ed by the United Nations Environment
Program, the UN Development Program
and the Swedish Development Agency.
The Alliance’s 80-odd members include
carbon credit companies, tree-planting
companies, universities, laboratories, con-
servancies, and consultancies, along with
several companies and organizations that
aim to develop biodiversity credits. Mem-
bers of the Alliance agree that they must
be diligent in proving that biocredit buy-
ers are getting what they pay for. The Al-
liance is now working to develop a set of
standards and definitions. One principle
that appears to have wide support among
members is that of additionality, which
requires biocredits to be based on either
measurable improvement of a degraded
ecosystem or protection of an ecosystem
under imminent and provable threat. Ad-
ditionality prevents the sale of credits for
healthy land that’s already protected.

Mr. Simon Morgan thinks distributed
ledger technology, or blockchains, could
help with transparency, offering a way for
biocredit developers and biodiversity cus-
todians to provide data directly to funders
on their ecological restoration efforts. Val-
ueNature plans to upload the information
it collects from camera traps, bioacoustics
monitors and remote sensing
technologies directly onto its
digital ledger, creating “an im-
mutable data stream”.

Naturally, disagreements
exist over what the biocredit
industry ought to look like. In
a 2022 paper, Mr. Paul Steele
and his IIED colleague Anna
Ducros argued that people
developing biocredits should
focus on alleviating pover-
ty, with the biggest share of
any revenues going to In-
digenous people and local
communities. Ideally, these
populations would be the
ones developing and selling
the biocredits, he says, “so it’s
more than just getting a kind
of handout from the proceeds
that some other middleman
or middlewoman - normally
a man - is developing”.

e ——
ENVIRONMENT English edition 112023 41



AROUND THE WORLD

But Mr. David Dorr, the global macro trader, be-
lieves there is an important role for the middleper-
son to mediate between the biocredit developer and
the biocredit buyer. In that role, a trader can invest
money in projects in a speculative manner, he says,
allowing developers to get their project to the point
of sale. The trader, he claims, also provides an im-
portant layer of vetting for potential buyers, mean-
while, ensuring that the credits are accredited and
otherwise satisfactory. Pure and unfettered capital-
ism, including its middle people, he says, is the best
way to join the many potential buyers of biocredits
with the many ecosystems in need of conservation
and restoration.

But an inescapable hurdle remains: Despite long
efforts, there is still no standard metric for trading.
Ekos, a New Zealand carbon credit developer and
accreditor that is also part of the Biodiversity Credit
Alliance, is working on its own proprietary biodi-
versity credit. Ms. Jemma Penelope, an Ekos senior
consultant, thinks it’s unlikely that a consistent and
widely translatable unit will emerge. “At the mo-
ment, we don't see a single unit of biodiversity ever
really being able to give us what we need”, she says.
“Because ultimately for us, it’s funding communi-
ties to look after their ecosystems. We're not here to
meet the needs of the financial system”.

Others insist a standardized unit is both possible
and desirable. Terrasos, the Colombian biocredit de-
veloper, provides an example of how a universal bi-
ocredit might work. To assess the potential value in
biocredits of a given area of land, the company com-
piles data on the rarity of the ecosystems that land
contains, its state of degradation and restoration po-
tential, how it contributes to ecological connectivity,
whether it contains species on the IUCN’s Red List
and other factors. It enters these data into an algo-
rithm that calculates the number of credits that the
project can issue. Habitats that are more threatened
provide more potential biocredits and habitats that
are less threatened provide fewer.

It remains unclear whether biocredits will ever
take off and reach a global audience. Still, Mr. David
Dorr can picture the final steps: After the biocredits
are created and certified by an independent body,
a trader will assign them a monetary value. He is
currently working on this process, considering the
typical cost of carbon credits and of ecological pres-
ervation and restoration. Eventually the right price
will be found, he says and biocredits will flood onto
the market followed by the money of donors, which
will flow to where it will do the best - a quantity of
good, he says, that will exceed what conservationists
can currently imagine =

PHUONG TAM
(Source: Yale University
- https://www.yale.edu)

s it drives through the pristine,

waste-free streets of Indore, In-

dia, the small garbage truck is
impossible to miss. Behind its bright
yellow cabin, the vehicle’s rear com-
partments are a patchwork of six vi-
brant colors reminiscent of a pop art
painting. Labels clearly indicate that
each colored compartment is dedicated
to a different form of household waste.

Even without seeing the eye-catch-
ing array of colors, residents down the
street already know to expect the gar-
bage trucK’s arrival before it turns into
the neighborhood. For years, thanks
to guidance from government officials
and campaigners, each of the house-
holds in this “zero-waste” ward has
committed to sorting its rubbish into
categories, says Tanya Mukherjee, a
consultant with the city. “Indore has
understood that the heart and soul of
(environmentally sustainable) waste
management is segregated collection at
source”, Ms. Tanya Mukherjee says. “If
you can transport waste in a segregated
manner, you do not need extra resourc-
es or space to store and process it. You
will not put your workers’ dignity, their
safety at risk”

Segregated waste collection is just
one part of an intricate web of ze-
ro-waste initiatives that has helped In-
dore remain India’s cleanest city for six
years in a row. The city employs some
15,000 people in waste management.
Through education and training
systems, robust household composting
initiatives, financing, technologically
advanced processing plants and more,
Ms. Tanya Mukherjee said Indore has
“taken back control” of the waste crisis
that once afflicted it.

For environmental campaigners, In-
dore is a shining example of how cities
can counter what they call one of the
gravest threats to the planet: a torrent
of trash. Every year, humanity produces
more than 2 billion tons of municipal
solid waste, of which 45 percent is
not managed in controlled facilities.
Without urgent action, this will rise to
nearly four billion tons by 2050.

Waste - including plastic packaging,
food, clothes, electronics and debris
from mining and construction sites -
leads to disastrous consequences for
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