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I The IB Nature Finance program in the Dutch Pavilion

Twenty sessions spread out over two weeks of the COP.

In collaboration with many partners

About the ID F B

dialogue

Established in 2021, by the Government of the Netherlands, in the run up to
COPI5 to bridge the gap between greening finance and financing green. This
restarted in the run-up to COPIG.

The IDFB hosted a total of 21 dialogue sessions to bring together
perspectives from the public sector and private financial sector

More than 50 countries and 80 experts engaged in the dialogue sessions,
where lessons and best practices on resource mobilisation and engaging
the private sector were shared

The IDFB helped to get the alignment of all public and private financial flows
in the text of the GBF and developed 10 recommended actions to accelerate
alignment



https://www.idfb-dialogue.org/index.php/dialogue-sessions/
https://www.idfb-dialogue.org/wp-content/uploads/2022/12/IDFB-Paper-on-Finding-Common-Ground-on-Alignment-of-All-Financial-Flows.pdf
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Strengthening Understanding
and Strategies of Business to
Assess and Integrate Nature

\

Changing rules of the game -
Reforming targets, regulations
and incentives to promote
hature positive outcomes
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Presentation of our study

* Daan Groot, Managing Director, Nature”Squared WV Somome oo
* Johan Lammerant, Lead Expert Natural Capital
and Biodiversity, Arcadis
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In the room today

Which sector do you represent?
* Financial regulators

* Financialinstitutions

* Businesses

* Governmentor policymakers

* NGOs

 Consultancies

* Other

In your opinion, what are the key challenge(s) to policy change on nature?
« Government bureaucracy and gridlock

* Negative lobbying/pressure from industry

* Partisanship/politicization of nature action

 Considered a non-priority issue
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“ Our global economy is intrinsically dependent on nature,
and at the same time is playing a major role in its
degradation

Business plays a role in transforming the economy, but the
business case to do this needs clarity

“ Building on existing work, SUSTAIN will strengthen
understanding and awareness of impacts and

dependencies on biodiversity
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Develop and : :
Provide an enhanced knowledge base on impacts and

disseminate dependencies of economic activities on biodiversity and
business case ecosystem services.

materials.

Engage with Develop methods to reduce biodiversity and ecosystem
key stakeholders service-related risks and increase opportunities through
from the innovative research and modelling techniques
business, finance,

regulatory and Develop a toolbox for businesses and financial institutions
imergovemmemm to use to understand, assess, measure and monitor impacts

and dependencies on biodiversity

spheres
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Improving ENCORE

\

. Main NCFA website English
To provide an enhanced knowledge

w— ENCORE About Explore Data & Methodology Contact Login/Register

base on impacts and

dependencies of economic

Exploring Natural Capital

activities on biodiversity and Opportunities, Risks and Exposure

ecosystem services, the project

will build on existing work within

Select from a Sector or Sub-industry (based on the Global Industry Classification Standard)
to explore dependencies and impacts on natural capital.

the business and biodiversity

Sector Sub-industry
space. SUSTAIN will improve, View: ® Dependencies O Impacts
update and validate the ENCORE SRR SN Q

database developed by UNEP-
WCMC.
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WP4: Promoting business cases and public accountability

“  The overall objective of WP4 is to identify and promote business
cases that show how companies or sectors can contribute to
biodiversity positive outcomes.

“  The work package will build on the outcomes of two other work
packages on

I Assessing impacts and dependencies on biodiversity and ecosystem
services and

ii. Developing methods for reducing biodiversity related risks.

“  The business cases will be used to influence financial institutions and

policy makers, who can help provide the enabling environment to
support and accelerate best practice business activities.




Thought paper

Changing the rules of the game -
Reforming targets, regulations
and incentives to promote nature
positive outcomes

Changing the rules of the game
Reforming targets, regulations and incentives to
e Positi

Version 10

promote Nature Positive outcomes.
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Bending the curve of biodiversity loss

With the adoption of the 2022 Kunming-Montreal Global Biodiversity Framework, we need ambitious policy on
Nature to engage and align business action with Nature Positive. We have to Change the Rules of the Game to
bend the curve of biodiversity loss and shift the paradigm from Do No Harm to Nature Positive policy

Nature Positive by 2030
.

Indicators of Biodiversity

. |
2030 2040 2050
NATURE HARMFUL
POLICIES

NET POSITIVE BY 2030

But how do we undertake this transformation to Nature Positive? What is the right mixture of policies, regulations,
and frameworks can get us there?

*Based on: Nature Positive by 2030 - Nature Positive Initiative


https://www.naturepositive.org/
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Legislation based Instruments & Supporting Instruments

(FISCAL SUBSIDIES & BLENDED FINANCE, USE
CHARGES, TRADEABLE PERMIT SCHEMES) (INFORMING, FACILITATION GF COLLABCRATION
& KNOWLEDGE EXCHANGE)

. Voluntary
Law & Incentives & Market- (STANDARDS, PRIVATE AGREEMENTS )

I I_II

NATURE POSITIVE PLAN . Value Financial
APPLICATION LEVELS [ Project ] [Landmpe] [ Chain ] [ Sector ] Corporate] [Insﬁtuﬁon]

The landscape of action

The landscape of action to achieve Nature
Positive is extremely diverse.

Policies at the international and national level
are translated into regulation, voluntary
instruments, incentives, and market-based
instruments.

The focus of these instruments fall three main
categories:

= Do No Harm

= Restore

= Disclosure

Each of these instruments and mechanisms are
applied at different levels, but can interact
with, reinforce, and strengthen each other,
when combined correctly.
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& Supporting [ns’rrumen’rs

(INFORME

Financial
Institution

The landscape of action

The landscape of action to achieve Nature Positive is extremely diverse.

Policies atthe international and national level are translated into
regulation, voluntary instruments, incentives, and market-based

instruments.

The focus of these instruments fall three main categories:

= Do No Harm
= Restore
Disclosure

Each of these instruments and mechanisms are applied at different
levels, but can interact with, reinforce, and strengthen each other,

when combined correctly.

GBF targets are clear and integrated in both mandatory as
well as voluntary policies and frameworks.

Current monetary policy and regulation does not
sufficiently promote the 1t of nature positi
r by financial institutions.

Do No Harm measures are generally well integrated info
ﬁohcnes although important shortcomings remain (e.g.,

rmful subsndles) and the focus is main! y on ‘avoid and
minimize’, not on achieving ‘No Net Loss".

Restorative measures are either not sufficiently included in
policies or are not implemented and monitored sufficiently.

Disclosure is increasingly becoming mandatory, although
regulatory disclosure is not sufficiently ambitious (e.g.,
transition plans are not mandatory).

Access to finance/financial support mechanisms should
become more dependent on Nature Positive criteria. This
could mean e.g., iImposing Nature Positive plans.

Nature Positive roadmaps (e.g., WBCSD/WEF/BfN
roadmaps) provide good basis ‘but currently lack
specification on target-setting and metrics.

Biodiversity loss occurs at landscape level. Many
landscapes are under pressure via value chains that do not
adequately safeguard biodiversity. Even most sustainability
certification schemes are not aligned with Nature Positive
but operate from the Do No Harm paradigm.

o
o
3]
(<]
o
o
o
o

GBF targets associated with nature action levels

GBF target 1, 3-10, 14, 18
GBF target 2, 4, 11-12, 14

GBF target 14-15, 21

See GBF website for target descriptions:

Renewal of NBSAPs is the go-tfo mechanism to adapt and
adjust national and local policies, incentivizing processes
and tools, enforcement approaches, etc.!

ran of the NBSAPs, NBFPs will be developed, which
include the execution of a Policy and Institutional
Review, a Biodiversity Expenditures Review and a
Financial Needs Assessment. This wil lead to additional
changes in policy?

NP is integrated well
NP integration can be improved

NP integration is not sufficient



Triangle of inaction

There is already ample appetite from business for more ambitious approaches to address nature loss and set us on roadmap to
Nature Positive. Governments must now take up the mantle and develop ambitious policy for nature, they must be willing
to lead the way in creating an enabling environment that catalyzes, enables, and accelerates Nature Positive action.

The triangle of inaction describes the perceived attitudes of consumers, governments and businesses towards each other and
the deadlock this leads to. Governments can break this deadlock by shaking off their shyness vis-a-vis regulating business

behavior.

2]

Politicians are ineffective and opportunistic;
they are more concerned with power and
self-interest than the public interest.

Citizens have to vote for the policies the
want (and will probable not be happy wit
regulations that impact their lifestyles)
and vote with their wallets.

Governments expect businesses to
act, under the assumption that the
state cannot keep up with business
and that economic drivers are too
strong to disregard.

Companies have the power to act and should
deliver sustainable products and services,
however they have little desire to do so.

o

Consumer

Consumers should demand more sustainable
products and be willing to pay the price.

Business is calling for governments to
bring in the right regulation to achieve
a level playing field and incentives to
compensate for transition costs.

TRIANGLE
OF
INACTION

*The concept of the Triangle of Inaction was originally developed by Pierre Peyretou in the context of climate action and can be similarly applied to nature action.



Instruments and mechanisms assessed

This thought paper evaluated 19 policy instruments, regulations, and voluntary mechanisms and frameworks on their
ability to align business action with Nature Positive outcomes and the goals and targets of the GBF.

These instruments and mechanisms covered three key systems (agri-food, built environment, and energy) as well as
overarching instruments and examples from disclosure and financial sector instruments:

LEVEL OF APPLICATION SELECTED INSTRUMENTS AND MECHANISMS

EU Nature Restoration Law, EU Deforestation Regulation, EU Soil

Overarchin Monitoring Law, EU Forest Monitoring Law, SBTN - Guidance for
AL 9 Nature, National Biodiversity Strategy and Action Plans (NBSAPs), UK

Biodiversity Net Gain regulation, and the Australian Nature Positive Plan.

. EU Common Agricultural Policy (CAP), German CAP, and EU Farm to Fork
Agri-food systems
Strategy.
Built environment EU Green Public Procurement (GPP): Office Construction and BREEAM.
systems
Energy systems Offshore Wind Energy Procurement (BOEM) and EPC Energy Labelling.
*&’- Financial sector EU Taxonomy and French Article 29.
Disclosure EU Corporate Sustainability Reporting Directive (CSRD) and TNFD.




Full set of Nature Positive Principles (NPPs):

NATURE POSITIVE
PRINCIPLE (NPP)

Collective effort

DESCRIPTION

Nature Positive is a collective effort; it requires collaboration with other
actors.

Nature is more than
Biodiversity

The full scope of nature needs to be covered; including land, freshwater,
oceans, and atmosphere; biodiversity is therefore a 'subset’ of nature -
Nature Positive goes beyond biodiversity positive.

. IIIII -

Material impacts in all
parts of the value chain

As Nature Positive applies to the whole value chain, companies cannot
limit efforts to operational sites only.

Positive outcomes

Positive impacts need to outweigh negative impacts in each part of the
value chain with material impacts; the net balance needs to be positive
at all parts of the value chain.

Mitigation hierarchy

Nature Positive needs to be implemented in full compliance with the
mitigation hierarchy.

Going beyond

To achieve full nature recovery by 2050, the mitigation hierarchy needs
to be complemented with additional conservation and restoration
measures. This means going beyond the mitigation hierarchy.

Full analysis

Full scoring of instruments against NPPs:

Targets and meftrics

Targets and actions should be ambitious, science-based, integrated,
address both the state of nature and impact drivers, and be underpinned
by a clear measurement framework.

Dare to transform

Every company engaging in creating a Nature Positive future will be able
to identify opportunities for transformation. Nature Positive implies a
decoupling of business activity from natural resource use, requiring an
absolute reduction in material consumption and production.

Nature Positive is
urgent

Nature Positive requires immediate actions; it is highly recommended to
follow the timeline of the Global Goal for Nature and the GBF.

Credible
communication

Companies that adopt a Nature Positive strategy need to communicate
transparently about the Nature Positive baseline, targets and actions,
progress towards targets, as well as challenges preventing them from
going a step further.
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EU Nature Restoration Law MA
EU Deforestation Regulation MA
EU Soil Monitoring Law MA
EU Forest Monitoring Law MA
NBSAPs MA
SBTN VoL
UK Biodiversity Net Gain MA
Nature Positive Plan Australia M/V
EU Farm to Fork Strategy M/V
(EéJAE?mmon Agricultural Policy MA
German CAP MA
Shgiegnpuslic Procurement | vou
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Analysis of instruments

Instruments and mechanisms were evaluated against the NATURE POSITIVE
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Instrument 1: EU Nature Restoration Law, European Union

The Nature Restoration Law focuses on restoring degraded ecosystems and increasing
biodiversity, whilst contributing to the EU’s climate mitigation and adaptation objectives.
All Member States will be required to submit cross-sectoral National Restoration Plans
with binding targets on area to be restored by 2050, and to monitor and report national
progress.

The Nature Restoration Law scores Green/Yellow for the three key principles: NPP4:
Positive outcomes, NPPé: Going beyond, and NPP8: Dare to transform. All elements

of NPP5: Mitigation hierarchy are integrated in the law, meaning it can satisfy the
minimum threshold needed to ‘go beyond’ and move towards creation of Nature Positive
impacts. The law also includes time-based goals and targets, providing indicators for
monitoring progress (NPP7: Targets and metrics). Furthermore, the mechanism will be
legally enforceable at the national level. During the timeframe of this research, the Law
was passed in the European Parliament in a weakened format following amendments
made after not passing at the first vote - flexibility and exemptions have been introduced
and obligations to prevent deterioration and promote restoration have been weakened.
Therefore NPP6: Going beyond is slightly weakened. It has not been formally approved
by the European Council as of yet and the decision to do so has been postponed, despite
passing in the European Parliament.

AGRI-FOOD ()

Instrument analysis examples

Instrument 10: EU Common Agricultural Policy (CAP), European Union

The EU CAP is a comprehensive agricultural policy, central to the European Green Deal,
Farm-to-Fork, and EU Biodiversity Strategies. The targets of the CAP are linked to common
EU goals for social, environmental, and economic sustainability in the agri-food system and
rural areas. The CAP is aimed at directly supporting farmers, rural areas, climate action, and
preserving landscapes and biodiversity by managing natural resources.

Whilst the recent reform of the CAP is intended to reflect more stringent environmental
requirements, there is room for improvement on a number of Nature Positive principles.
The CAP includes aims to reward farmers for complying with a more stringent set of
mandatory requirements, such as dedicating at least 3% of arable farmland to biodiversity
and non-productive elements or dedicating at least a quarter of the budget for direct
payments to eco-schemes. However, NPP4: Positive outcomes are not mandatory, leaving
farmers with the choice of whether they wish to comply with the Good Agricultural and
Environmental Conditions (GAEC). The CAP also includes objectives in line with avoiding,
reducing, and restoring, yet the targeted actions signify more of the Do No Harm approach
than Nature Positive and do not involve full implementation of the mitigation hierarchy
(NPP5: Mitigation hierarchy and NPPé: Going beyond). Currently, harmful subsidies for
agriculture still largely outweigh any positive subsidies, and with GAEC being voluntary,
this further weakens the policy. Furthermore, it does not create transformation for the
entire system, pointing to the need for improvement in NPP8: Dare to transform.
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Instrument 16: EU Taxonomy

The EU Taxonomy is a cornerstone of the EU’s sustainable finance framework and an
important market transparency tool. Its aim is to establish a robust and science-based
classification system that creates a common definition for sustainability. The Taxonomy
Regulation sets out four overarching conditions that an economic activity must meet

in order to qualify as environmentally sustainable: 1) substantially contribute to at least
one of the environmental objectives, 2) Do No Significant Harm to any of the other
environmental objectives*, (3) comply with minimum social safeguards such as human
rights and labour standards, and (4) comply with the technical screening criteria set out
in the delegated acts.

The EU Taxonomy scores Yellow for the three key indicators (NPP4: Positive outcomes,
NPPé: Going beyond, and NPP8: Dare to transform). It scores Green against

the majority of other Nature Positive principles. The EU Taxonomy has an explicit
condition to Do No Significant Harm on the environmental objectives. The condition to
‘substantially contribute’ to the environmental objectives, is in line with NPPé: Going
beyond. However, it scored Yellow as it states this contribution can be made to only one
of the environmental objectives. Strengthening the future ambitions of the Taxonomy and
shifting from the Do No Significant Harm goal of towards a Nature Positive goal could
improve the scoring for NPP4: Positive outcomes and NPPB: Dare to transform.

DISCLOSURE .

Instrument analysis examples

Instrument 18: Corporate Sustainability Reporting Directive (CSRD),
European Union

The CSRD came into force in 2023 and requires businesses within the EU to report on
environmental and social impacts, risks, and opportunities of their business activities
on issues linked to climate, biodiversity, and water, expanding the quality and scope of
corporate reporting. ESRS E4 is the topical standard on Biodiversity and Ecosystems.

Although the CSRD and ESRS are mandatory, not all disclosure requirements are
obligatory, thus though it shows promise it currently scores Yellow across the three
key principles. In relation to the achievement of NPP4: Positive outcomes, ESRS E4
refers to the need to align with the GBF. The organisation should therefore assess the
resilience of its current business model and strategy for nature-related risks and adapt
its business model by means of a transition plan. The disclosure of the transition plan is
not mandatory, which is a weakness from the perspective of getting a Nature Positive set
of instruments in place (NPP6: Going beyond). This is different from TNFD, where the
disclosure of how business plans and strategies are adapted is a key recommendation.
Also, in contrast to TNFD, ESRS do not refer to ‘transformative action’ explicitly (NPP8:
Dare to transform), instead it is very much focused on NPP5: Mitigation hierarchy.




Key findings & recommendations

— We need a paradigm shift from Do No Harm to Nature Positive thinking in both policy
ambition and business action.

Current policy instruments won’t get us to Nature Positive; for transformational change to be achieved,

we must integrate Nature Positive as a governing policy principle, moving away from Do No Harm
thinking with No Net Loss as its end point. Many existing instruments remain trapped in Do No Harm

territory across the different sectors and systems of application.

Itis down to policymakers to break the deadlock of the Triangle of Inaction and CEE
change the rules of the game and mainstream Nature Positive across all policy.

The private sector has already shown its desire for stronger action on nature —itis up to policymakers
to mandate and mainstream new norms and frameworks that demand more ambitious action.



Key findings & recommendations

-3 Three Nature Positive principles should be integrated into future policy development:

Positive Outcomes, Going Beyond, and Dare to Transform

These three principles are key for evaluating and differentiating between instruments that are likely to
move us towards Nature Positive and move past the Do No Harm paradigm. Although these key

principles are the most important of the 10 Nature Positive Principles, they are also the three most
difficult for current instruments to meet.

A whole-of-government approach is essential; policies and instruments across
all levels and sectors must be adapted to align with Nature Positive

Any approach to transition to Nature Positive will need to be whole-of-government and whole-of-
society in nature. This means a broad suite of instruments is needed to address drivers of biodiversity
loss across all levels and systems. Countries must take a wide enough scope when defining their

NBSAPs - looking at the entire policy mix and aligning it with a Nature Positive goal.




Key findings & recommendations

-B Policies need to be assessed not only on their own properties, but also on how
they interact with other policy instruments

Whether an instrument will achieve Nature Positive depends on not only the type of instrument, but
also how itis applied in combination with others, and how it is enforced.

Through creating the right enabling environment, the financial sector can be a I
key enabler of transformative change and accelerate the transition to Nature Positive

The financial sector and business community needs ambitious policies with clear and predictable
timelines to enable them to take up their roles in the transition, Governments can use the TNFD and

EU Taxonomy as tools to align finance with Nature Positive.

-D Disclosure regulation needs to contain mandatory requirements to develop,
disclose and implement Nature Positive transition plans
To achieve Target 15 of the GBF, disclosure regulation will need to be complemented with

requirements for action based on this information. Disclosure will not be enough to deliver the
transformation we need — it should be a steppingstone on the road to action-based regulation.



Plenary discussions

* Please share your own perspective: what rules do we need to

change, and how do we get them changed?
* What needs to be discussed and implemented at COP16 and

beyond?
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Key note listener

 Martin Lok, Executive Director, Capitals Coalition
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E-mail: caroline.vanleenders@rvo.nl

IDFB Secretariat

Daan Groot,
Eli Morrell & Iris Visser

E-mail: info@idfb-dialogue.org ' D
A

ldialngue

IDFB-DIALOGUE.ORG



mailto:caroline.vanleenders@rvo.nl
mailto:info@idfb-dialogue.org

	Slide 1: Changing the Rules of the Game  15/10 10:00 – Netherlands Pavilion
	Slide 2: The    Nature Finance program in the Dutch Pavilion
	Slide 3
	Slide 4
	Slide 5: Today’s program
	Slide 6: Changing rules of the game - Reforming targets, regulations and incentives to promote nature positive outcomes
	Slide 7
	Slide 8: In the room today
	Slide 9: Why?
	Slide 10: How?
	Slide 11: Improving ENCORE
	Slide 12: WP4: Promoting business cases and public accountability
	Slide 13: Thought paper
	Slide 14: Bending the curve of biodiversity loss
	Slide 15: The landscape of action
	Slide 16: The landscape of action
	Slide 17: Triangle of inaction
	Slide 18: Instruments and mechanisms assessed
	Slide 19: Full analysis
	Slide 20: Analysis of instruments
	Slide 21: Instrument analysis examples
	Slide 22: Instrument analysis examples
	Slide 23: Key findings & recommendations
	Slide 24: Key findings & recommendations
	Slide 25: Key findings & recommendations
	Slide 26
	Slide 27
	Slide 28
	Slide 29
	Slide 30
	Slide 31: Contact details

