What is the issue?

Biodiversity financing heavily relies on public funding
which is currently insufficient and becoming scarcer
with an estimated funding_gap of around $700 and $900
billion per year globally and EUR 47 billion annually in
the European Union. To bridge this gap, private finance
needs to step in and help revert biodiversity loss.

Mobilising private finance for biodiversity is not a recent
undertaking but it remains very timid with only 14% of
total financing_coming_from the private sector and most
of it being philanthropic. As stated in the State of
Finance for Nature by UNEP-FI, “private finance flows
remain small, fragmented, and largely untapped.”

Nature credits are the most recently proposed vehicle
by the European Commission which are expected to
become tools providing an opportunity to generate
income to the people involved in the protection,
restoration, and sustainable management of
ecosystems.

In parallel, and as part of new IUCN resolutions
resulting from the 8th World Conservation Congress
held in November 2025, Resolution 8.078 “Regulating
financing mechanisms based on biodiversity certificates
and credits and guarantee positive effects on nature”
paves the way for the IUCN Secretariat to engage
actively on the matter, building also on Resolution
6.059 “Biodiversity Offsets” (Hawai'l , 2016 ) which led
to the adoption of the IUCN Policy on Biodiversity
Offsets.

What are they?

In their strictest understanding, nature credits are
verifiable, quantifiable and tradable financial
instruments allowing investments in nature (units) with
the objective to create positive net outcomes in species
recovery and/or the uplift of species conservation
status. While definitions differ strongly from one case to
another the idea lies in a financial vehicle allowing
mainly businesses to invest in nature. The return on
investment for a buyer varies as to the scheme’s design
(offsetting or not, mandatory or not) and can be various:

. Risk-adjusted value preservation to face potential
regulatory risks (future obligations), lowered
operational risk (water scarcity, pollination loss...) or
reduced transition risks when environmental
regulation evolves.

. Cost of capital and insurance effects as biodiversity
is slowly integrated in lender and investor risk
models or insurance premiums are created as an
incentive.
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. Regulatory readiness with regards to biodiversity or
sustainability =~ disclosure  obligations  and/or
alignment with frameworks

. Reputational advantage
differentiation for example

through brand

Predictable yield-based income is not yet achieved
through nature credits globally.

The EU context

« The European Commission published its
Nature Credits Roadmap to reward nature-
positive action and boost private finande in
July 2025 pursuing the objective to
incentivise private investments into actions
that protect and preserve nature while
rewarding those who do the work on the
ground.

. The roadmap calls for an Expert group to
advise the European Commission on the
matter, which held its first session December
11th 20258 . IUCN EURO and as part of
IUCN global has been appointed in this
expert group to bring global experience and
knowledge to the discussion.

- Nature credits are anchored in the Kunming-
Montreal Global Biodiversity Framework
(KMGBF) as part of Target 19 and could
potentially come to complete the existing
financing toolbox in addition to public funding.

Nature-positive practices, such as creating habitats for pollinators,
can generate nature credits in emerging schemes, providing farmers
with new opportunities for income while supporting biodiversity.
(Photo: Gregoire Dubois)

1 JUCN Policy on Biodiversity Offsets, Annex 1 to WCC-20216-Res-59-EN

3 |UCN EURO office has successfully applied to the expert group.
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Nature Credits

What can be done?

Given the expectations and the need for fast action, a
series of key principles mentioned in Resolution 8.078
remain key for the creation and implementation.

. The precautionary principle should prevail at all
stages, from design to implementation, and over
operation of nature credit schemes. Where
scientific uncertainty exists regarding ecological
outcomes, schemes should err on the side of
environmental protection and avoid actions that
could result in irreversible harm to nature.

. Where nature credits are linked to offsetting
mechanisms, the mitigation hierarchy must be
strictly applied as per Resolution 6.059 to
concretely ensure avoidance of biodiversity loss is
the first and most critical step, ensure minimisation
and restoration must be fully exhausted before any
offset is considered. Finally, as per the Resolution,
offsets must never be used to justify otherwise
unacceptable environmental damage, to weaken
regulatory obligations, or to enable projects that
would not proceed under existing biodiversity
protection standards.

. Nature credit schemes must be designed to
deliver measurable net-positive outcomes for
biodiversity, rather than merely maintaining the
status quo. The durability of outcomes must be
assessed over ecologically relevant timeframes,
ensuring that credited gains are sustained and
resilient to future pressures.

. To ensure credibility and environmental integrity,
nature credit schemes must demonstrate clear
and verified additionality, proving that credited
actions would not have occurred without the
scheme. Robust environmental and social
safeguards are required to prevent adverse
impacts, misleading claims, low-integrity outcomes,
and violations of human rights. Independent
monitoring, reporting, and verification are essential.

« In line with IUCN principles, nature credit
schemes must respect, protect, and fulfil the
rights of Indigenous Peoples, in accordance with
the United Nations Declaration on the Rights of
Indigenous Peoples (UNDRIP). This includes the
recognition of land tenure, traditional knowledge,
and the requirement for free, prior, and informed
consent (FPIC).

. Nature credit schemes must be inclusive and
participatory, ensuring that all relevant actors—
including local communities—can meaningfully
engage in their design, implementation, and
governance. Benefits arising from nature credits
must be shared fairly and equitably among rights-
holders and stakeholders.
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In line with Target 19 of the Kunming—Montreal
Global Biodiversity Framework, nature credit
schemes must complement—not replace—
public funding and existing biodiversity finance
mechanisms. Market-based instruments require
long-term, predictable public support to be
established, regulated, and scaled with integrity.

Nature credit schemes must be designed to
avoid speculative behaviour, particularly in
secondary markets. Credits should be subject to
independent, external verification and certification,
with  transparency regarding methodologies,
claims, and outcomes to maintain trust and
accountability.

Nature credit schemes must secure long-term
management commitments, ensuring the
continuity of positive outcomes beyond initial
project phases. Schemes should explicitly support
the transition from short-term restoration actions to
long-term conservation and stewardship,
safeguarding ecological gains over time.

Nature credits, alongside other innovative financial
instruments are promising when designed and
implemented following these key principles. A high
diversity of schemes already exists around the globe
and are, alongside with lessons from the carbon
market, key areas to learn from. Adherence to key
principles can be more readily ensured in schemes that
are mandatory and subject to regulatory oversight,
compared with voluntary approaches.

Where can | get more information?

IUCN. (2025)._Resolution

WCC 2025 REC 078: Regulating financing
mechanisms based on biodiversity certificates
and credits and guaranteeing_positive effects on
nature

Convention on Biological Diversity. (n.d.).
Kunming—Montreal Global Biodiversity
Framework — Target 19

European Commission. (2025). Roadmap
towards Nature Credits (COM/2025/374),
UNEP. (2023). State of Finance for Nature
2023

zu Ermgassen, S. O., Swinfield, T., Bull, J. W.,
et al. (2026)._Five rules for scientifically credible
nature markets. Nature Ecology & Evolution,
10, 181-192.
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