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Executive summary

In total, $11.5 trillion has already been earmarked
for COVID-19 stimulus packages globally' and
trillions more will have to be spent over the course
of a long recovery.? We now have an opportunity to
ensure nature is integrated into economies as part of
a great reset in a way that delivers good jobs, new
sources of economic value and the natural capital
needed for public health and societal resilience. We
will not have this opportunity again — at least not in
this critical decade.

This report builds on the World Economic Forum’s
report The Future of Nature and Business to
supplement and contextualize the findings in light
of the COVID-19 crisis, with a focus on policy
measures. The central proposition of this report is
that the right investments in nature create a stronger
economic future and reduce the risk of permanent
economic scarring. A stimulus programme focused
on: (1) protecting and restoring nature; (2) driving
resource productivity; and (3) scaling up new,
regenerative value chains could set the policy and
regulatory frameworks to:

— Lay the foundations for creating up to 395
million jobs over the next decade, arising from
the systemic transitions laid out in The Future of
Nature and Business

— Restore the stock of natural capital that is the
foundation for a resilient and sustainable economy

— Benefit human health through improved
nutritional security, reduced air and water
pollution and reduced risk associated with
zoonotic disease spillover® and extreme
weather events from climate change

Directing stimulus spending towards nature-
positive opportunities is a good first step, but it
needs to be combined with other measures to
drive a permanent change in our economic
pathways. Stimulus packages should be
combined with strong safeguards for living in
harmony with nature and ensuring equity of access
and outcomes among people. Policy-makers need
to take strong actions to reset the socioeconomic
system for the longer term: measuring the right
things; managing marine and terrestrial assets
with spatial planning; fixing incentives to ensure
markets value nature appropriately; enabling the
innovation ecosystem; investing in human capital
for better-paid, more secure jobs; and deploying
public finance catalytically.

There is no pathway towards a more resilient
economic system that does not protect, invest in
and rebuild natural capital. If the human and
economic costs of COVID-19 teach us anything,

it is that nature is the foundation of economies
designed for greater resilience, equity and well-being.



Introduction

Over the next decade, the world faces the enormous
challenge of resetting the economy in a way that
delivers decent jobs, more resilient societies and greater
equity, while addressing the looming crises of climate
change and nature loss, and establishing an operational
model that lies within planetary boundaries.

Historically, investment in nature has been treated
as a “nice to have” — something societies can afford
in good times. The norm has been for economies to
first run down their natural capital, converting it into
social and physical capital, before eventually starting
to rebuild it domestically (while continuing to offshore
nature-depleting activities). There is a growing set

of compelling environmental and societal proof
points as to why this cannot continue, from climate
change and biodiversity loss to growing social and
interregional inequities.*®

There is now a chance to combine the environmental
and social case for stewarding natural capital with

a strong economic argument. The World Economic
Forum’s second report in its New Nature Economy
series, The Future of Nature and Business, lays out
the case for business: $10 trillion of opportunity by
2030, and the potential to create 395 million jobs in
developed and developing countries.® In this future,
nature and the economy are no longer separate, but
in a relationship of deepening interdependence and
greater mutual returns.

This companion paper lays out options for policy-
makers to seize the opportunity to build a nature-
positive economy in light of the COVID-19 health
and economic crisis. As much as $11.5 trillion has
already been earmarked for COVID-19 rescue and
recovery packages around the world.” The right
stimulus programme can be a catalyst for the
great reset that is being called for, where natural

capital is protected, restored and sustainably
managed as a necessary input to the wider
economic agenda.®

Conversely, deploying stimulus packages to

maintain the status quo will result in significant and
growing economic costs as a direct result of natural
capital depletion and accelerated climate change.
Business-as-usual policies would make catastrophes
previously considered to be tail risks, such as
concurrent crop failures in several of the world’s

main food-producing regions or future pandemics,
increasingly likely.

Section 2 shortlists opportunities that governments
can start supporting today, chosen among those
presented in The Future of Nature and Business
for their potential to deliver short-term jobs and
economic benefits. They are organized into

three main building blocks: (1) protecting and
restoring natural capital assets; (2) driving resource
productivity; and (3) scaling up new, regenerative
value chains.

The gains will not be sustained unless they are
backed by deeper policy changes. Section 3
therefore describes the essential policies needed to
drive a permanent transformation in our economic
trajectory, to deliver vital social and economic
benefits, while helping to rebuild our natural world.
Businesses around the world are already calling for
such policies to reverse nature loss in this decade
and to ensure healthy societies, resilient economies
and thriving businesses.® This paper makes the case
that, going forward, nature is not a form of capital
that can be depleted. Rather, it is a foundational
economic asset, less replaceable and certainly more
fragile than other forms of capital, such as produced
and financial capital.



recovery

In times of crisis, the temptation is to tread on
familiar ground. In the wake of the 2007-2008
financial crisis, many governments poured money
into fossil fuel-intensive sectors in an attempt to
stimulate the economy.® This report is clear that
investing public capital to restore business as usual
is not an opportunity, but a liability. This section
presents three sources of economic value that
governments can start unlocking today by investing
in nature-positive opportunities as part of stimulus

FIGURE 1

Building blocks for
a resilient economic

spending (Figure 1). These opportunities are a
subset of the 60+ opportunities explored in The
Future of Nature and Business. They were selected
for their potential to set the foundations for future
business and jobs, their risk-reduction impact in

the COVID-19 context, and because they are

areas in which governments can play a catalytic
role. For each, we explain what governments can
do today, in terms of directing financial stimulus and
implementing policy measures.

Unlocking the opportunties of a nature-positive recovery by investing in three building
blocks for economic recovery and implementing six cross-cutting policy levers
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2.1

Protect and restore natural capital assets

Despite our dependence on healthy land, and on
coastal and marine ecosystems, we are depleting them
at an alarming rate, which undermines the resilience
of our economies and exposes humanity to natural
liabilities, including the increased risk of zoonotic
disease spillover,'" ' or simultaneous breadbasket
failure.™ Protection and restoration of natural assets
is therefore an essential foundation for a resilient
economic system, in both urban and rural areas.

Nature-positive policy opportunities:

Invest in Green urban infrastructure: use public and
private investments to transform cities into engines
of innovation, resilience and prosperity by integrating
nature into their design.

Cities today face huge challenges: ambient air
pollution claims more than 4 million lives annually,
and there is overcrowding, congestion and enormous
resource pressure with reliance on extracting “surplus”
natural capital from the countryside. By 2050, 68% of
the world’s population is expected to live in cities,'® but
60% of urban areas are yet to be built, which presents
a huge opportunity for directing investments into
nature-positive infrastructure, such as:

— Expanding public green spaces through
large-scale planting, conversion of brown
sites into ecological conservation areas and
the creation of green corridors alongside
existing infrastructure. Increased green space
has a host of benefits, from creating jobs, to
reducing urban temperatures and crime,® to
improving citizen health''® and well-being,® to
driving productivity and innovation.?® There are
many micro-examples of cities investing in nature
to enhance resilience, improve liveability and
create jobs that could be replicated many times
over.?" For example, in Medellin, Colombia, the
local government has planted 30 green corridors
around the city, helping to reduce average
city temperatures by 2°C. Similarly, the local
government in Durban, South Africa, developed
a landfill site into an ecological conservation
area and employment programme. Each of
these opportunities will create localized jobs,
strengthening the interest of local constituencies
in supporting ecological outcomes. To seize this
opportunity, governments need to invest in smart
urban planning and central government should
work with municipalities to help them put the right
financing structures and public-private models in

place, with local value-capture mechanisms (from
rates to property development equity models)
used to share the economics equitably.

— Using nature-positive infrastructure design to

enhance the resilience of urban environments.
Constructed ecosystems, including green roofs,
bioretention systems and constructed wetlands
are artificial, custom-built components of green
infrastructure that are becoming more common in
cities.?? The government of the city of Salford, UK,
invested more than $12 billion in a constructed
flood storage wetland (of more than 5 hectares) to
protect aimost 2,000 homes from flood risk, boost
access to green space and increase biodiversity.?®

On a smaller scale, green roofs can reduce
energy costs, capture storm water to reduce
flood risk, create habitats for urban wildlife,
reduce air pollution and urban heat, and even
produce food. The market for green roofs is
currently worth $9 billion and is set to grow

by 12% annually through to 2030.?* Costs are
falling, due to a combination of innovation and
government support; in Singapore, for example,
costs fell from around $105 to $70 per square
metre between 2016 and 2018,?° and the city’s
72 hectares of rooftop gardens and green walls
are expected to triple by 2030.%¢

Other opportunities include installing permeable
pavements and cycle lanes that allow rainwater
to pass into the underlying soil to reduce flood
risk, support urban tree health (reducing air
pollution) and provide natural water treatment.?”

Local governments can send a clear market
signal for such green urban infrastructure by
including requirements in planning permission
for new buildings, and by rolling out installations
across publicly owned assets.

Mobilize for large-scale Ecosystems Protection
and Restoration, to mitigate growing risks from
nature loss and climate breakdown, create jobs

and boost rural livelihoods.

There is no pathway to achieving the goals of

the Paris Agreement, nor to the Sustainable
Development Goals (SDGs), without immediate
protection and restoration of important ecosystems,
particularly forests and wetlands (mangroves,
peatlands and marshes).?®

The Future of Nature and Business Policy Companion 7



Natural forests store 40 times more carbon

than plantation equivalents and are hotspots of
biodiversity,?® yet the rate of tropical forest loss
(one football pitch every six seconds in 2019)

has remained high for the past two decades.*°
Mangrove forests provide more than $80 billion
per year in avoided losses from coastal flooding
and directly protect 18 million people in coastal
areas. They also contribute $40-50 billion
annually through fisheries, forestry and recreation
benefits. Every $1 invested in mangrove
conservation and restoration generates a benefit
of $3, with conservation of existing mangroves
yielding significantly higher benefits (88:1) than
restoring degraded ones (2:1).%" Peatlands cover
just 3% of the world’s land but store up to 25% of
all soil carbon.®* Currently between 1 and 2 billion
tonnes of carbon dioxide are lost from peat soils
a year, despite limited benefits from the economic
activities that disturb them.®3

Restoring degraded forests generates between
$7 and $30 in economic benefits for every

$1 invested.® It is also a relatively low-skilled

and labour-intensive exercise — an attractive
proposition today with global employment
forecast to decrease by up to 240 million jobs

as a result of COVID-19, with Asia potentially
worst hit.*® Similarly, there is a 10:1 return

from mangrove conservation and restoration.*®
Overall, new research suggests that expanding
protected and conserved areas to at least 30%
of our planet will result in financial and economic
benefits exceeding the costs by a factor of at
least 5:1 — 30% protection of our planet leads to
increased economic output averaging $250 billion
annually and generates additional non-monetized
economic benefits from ecosystem services
averaging $350 billion annually by 2050.5

Some countries are already seizing these
opportunities as part of their stimulus measures:
Germany allocated $700 million for forest
conservation and management;* New Zealand
aims to create 11,000 jobs in restoring wetlands
and riverbanks, removing invasive species and
improving tourism and recreation services on
public lands;*® and the World Bank is providing
$188 million and technical assistance to
promote ecosystem restoration and disaster
resilience in Pakistan, with the potential to
mobilize 65,000 youths and labourers to
establish 12 new national parks.*

For conservation and restoration schemes to
reach speed and scale — moving from individual,
often subsidized, projects to systemic change
that can mobilize private-sector ingenuity — both

sticks (taxing pollution, closing off free access
to natural resources and eliminating perverse
incentives for land conversion, regulation and
enforcement) and carrots (spatial planning,
payments for ecosystem services designed

to optimize environmental benefits, reforming
agricultural subsidies, access to relevant public
goods such as satellite monitoring data) are
needed. These cross-cutting public policies that
will be crucial to unlocking the full benefits are
discussed in more detail in Section 3.

Protect and scale Ecotourism infrastructure to
preserve the sector’s jobs and economic value and
pave the way for further growth.

Prior to the COVID-19 pandemic, ecotourism was
one of the fastest-growing subsectors*' of the
travel and tourism industry, which was growing at
a rate 40% faster than the overall global economy
in 2019.%2 Most ecotourism occurs in or around
protected areas,*® which are estimated to receive
8 billion visits a year, generating revenue and
supporting local livelihoods.*

The economic prize from supporting and scaling the
nature-based tourism economy is evidenced by the
case of Costa Rica, where the sector was growing by
more than 6% per year pre-COVID-19, contributing
more than 13% of GDP and generating around 28%
of direct and indirect employment.“54¢ This has been
supported by a raft of progressive policies — including
the elimination of cattle subsidies (reducing pressure
on forests) and the introduction of payments for
ecosystem services.*’

But this source of economic value is now at risk. The
global tourism industry is forecast to contract by up
to 25% in 2020,* with annual costs to the (largely
wildlife-based) African tourism sector projected

at $50 billion and 2 million job losses.*® Urgent
action is required to support this sector in the short
term. Governments should provide emergency
funding and grants to private-sector enterprises,
community-based organizations and conservation
NGOs to maintain the integrity and functioning of
the assets (aesthetic landscapes, iconic megafauna
and biodiversity-rich ecosystems) upon which the
industry relies. But for the sector to flourish in the
longer term, it will require diversification of income
streams for natural assets, most importantly through
payments for ecosystem services as well as enforced
protected areas. In the absence of a concerted effort
to rescue this sector, an increase in land-grabbing,
deforestation, illegal mining and wildlife poaching
can be expected, further fuelling the vicious cycle of
nature loss and economic risks.
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https://www.bbc.co.uk/news/business-51852505
https://www.bbc.co.uk/news/business-51852505

2.2

Enhance resource productivity

Our economic system is riddled with inefficiencies.
One-third of food that is produced is wasted,
resulting in greater food insecurity, unnecessary
greenhouse gas emissions and direct economic
losses of $1.25 trillion a year.® Meanwhile, large
areas of land are locked up in low-productivity
activities such as extensive cattle-rearing.?’
Inefficiently used natural resources also permeate our
built environment: The construction sector consumes
more than 50% of Europe’s natural resources, with
54% of materials from demolition landfilled.5?

Enhancing the productivity of the resources we have
is essential for building economic resilience. This
reduces import reliance for critical raw materials and
exposure to supply chain risks, volatile raw material
prices and natural capital depletion.®®

Nature-positive policy opportunities:

Develop the infrastructure and incentives to support
Circular business models and decouple economic
growth from natural resource depletion.®* This
entails investments in infrastructure such as waste
collection services, sorting, repair, recycling and
remanufacturing facilities, as well as incentives and
regulations to switch to renewable and recyclable
materials, particularly in the construction and
manufacturing sectors.

— In the construction sector, non-metallic minerals
such as sand, gravel and clay account for about
50% (44 billion tonnes) of all resources that
we extract from the Earth. With 2.3 billion new
urban dwellers expected by 2050, producing
the corresponding new housing required could
claim up to 20% of the remaining carbon budget
for 2020-2050 if mineral-based construction
materials are used. By contrast, a shift to circular
bioeconomy solutions based on engineering
wood or bamboo could substantially reduce both
the amount of materials used and the carbon
footprint of our cities while creating durable
carbon pools.®® Using wood in construction has
a climate mitigation effect of 2.4-2.9kg CO, per
kg of product used when compared to concrete.
Building with wood is also more resource-efficient
as it can reduce the total amount of materials
used in construction by 50%.%¢

— In manufacturing, a growing number of
companies are committing to a Circular Bio-
Economy®” by developing renewable and
recyclable bio-based products that can substitute
for plastic, glass and other non-renewable
materials.* Packaging made using recyclable
paperboard from sustainably managed forests
helps to reduce emissions, with a renewable
alternative to fossil-based materials, but it



also enables recycling and reduced waste.
Furthermore, there is strong consumer demand,
with 89% of eco-conscious consumers paying
close attention to packaging material when
making purchasing decisions.*®

As governments design support packages targeted
at the construction and manufacturing industries,
they should consider opportunities not only to
decarbonize but also to improve the circular
economy performance of those sectors. This will
enable businesses to realize the value from circular
business models — estimated by the World Economic
Forum at more than $2 trillion by 2030 across key
sectors, while creating jobs and reducing pressure
on nature from resource extraction.®° The EU Circular
Economy Package is an example of how regulation
can drive a shift towards a circular bio-economy — in
this case, for packaging.

Encourage the shift to Resource-efficient food
systems. This entails setting national strategies to
reduce food loss and waste, targeted investments in
food logistics infrastructure and social capital, as well
as setting regulatory standards for diversification to
less resource-intensive protein diets.

The food system has been successful at producing
cheap food for many billions globally; but it is
currently extremely wasteful, both in terms of the
waste and loss that happens in food value chains,
and in the choice of resource-intensive foods.
Improved food logistics infrastructure, such as solar-
powered cold storage, tackles food loss and waste
and reduces agricultural land requirements.

[t also creates jobs (estimated by the World

REUTERS/AMIR COHEN

Economic Forum at 6 million jobs globally by
2030),%" enhances food security and provides
export opportunities.

By prioritizing investment in food logistics infrastructure
(such as warehouses and processing equipment) and
in associated skills training and reskilling, governments
can complement and support the mobilization of
private capital into more efficient end-to-end value
chains. India, for example, recently announced a $13
billion fund as part of its stimulus package to finance
cold chains storage, and post-harvest management
infrastructure, recognizing the dual opportunity to
reduce waste and boost employment.®? Cote d’lvoire
included a target to improve packaging, harvesting
and conservation infrastructure in its Nationally
Determined Contribution (NDC) submitted under the
Paris Climate Agreement.®®

Another set of policy measures that would stimulate
more resource-efficient food systems entail directing
stimulus packages towards R&D to support the
diversification away from diets based on resource-
intensive animal proteins, and towards four main
categories of alternatives — aquatic, plant-based,
insect-based and laboratory-cultured. Private
capital is pouring into this emerging sector,%

whose market growth offers the potential for

30 million new jobs by 2030.%° Regulatory standards
will also need to be set to ensure products

reaching the market are safe and healthy, along
with a Just Transition from the traditional meat
sector (along with reskilling). Corporate bailout
packages for the meat sector could accelerate
these developments by establishing even higher
standards for health and safety, both of the
products and employment conditions.

The Future of Nature and Business Policy Companion 10



2.3

Scale regenerative value chains

Fifteen years ago, governments and investors

viewed renewable energy as a sector with limited
economic potential. That picture has changed
dramatically: In 2018, the sector attracted more

than $270 billion of investment®® and supported

11 million jobs.®” We are now on the cusp of a

similar revolution with regenerative value chains.

And there is a huge potential prize: Regenerative
agriculture alone could deliver $1.2 trillion in
economic benefits by 2030.% But as in the
renewable energy industry 15 years ago, regenerative
businesses are still emerging. With the right level of
government support, this asset class could massively
scale, create millions of jobs and reduce risks to
food, forestry, fisheries and other nature-based
economic sectors by rebuilding the natural capital on
which they depend.

Nature-positive policy opportunities:

Accelerate the transition to Regenerative
agriculture with innovative financial models and
incentives. Regenerative farming practices blend
advanced technologies, such as in-field sensors and
satellite monitoring, with traditional techniques, such
as crop rotation and agroforestry. The objective is to
maximize productivity levels while reducing inputs,
restoring soil health for future yields, increasing
agrobiodiversity® (thus resilience to pests or weather
extremes) and reducing freshwater and ocean run-
off. Healthy soils also play a role in climate change
mitigation through carbon sequestration.” Global
estimates suggest that investment in regenerative
agriculture could generate an additional 200 million
full-time jobs in 2050.7

Some governments are already taking steps to
maximize this opportunity. The Australian state

of Queensland established a $325 million Land
Restoration Fund offering additional revenue for
farmers adopting regenerative practices that reduce
water consumption and run-off, leading to greater
land value, productivity and employment.” Similarly,
the Andhra Pradesh state government in India
established a financing and farmer-to-farmer training
programme to help 6 million farms transition to
profitable, regenerative farming practices by 2024,
with financing of $2 billion.™

Governments should seize the opportunity to
establish innovative financial models that encourage
farmers to shift to more regenerative practices.
These investments often require strong public-private

collaboration and an emphasis on rapid field testing
and open data sharing. The procurement power of
municipal bodies and government offtake guarantees
can increase demand for local, regeneratively
produced food. Finally, governments should ensure
that subsidies paid to farmers support public goods
(just 15% of today’s agricultural subsidies deliver
public goods).” Positive examples of countries
seeking to reform subsidies to this end include the
United Kingdom™ and China.”®

Accelerate the transition to Regenerative fisheries
with public finance and incentives. Fish currently
provide 3 billion people with 20% of their animal
protein.”” With the global population expected to
reach more than 9 billion by 2050, recent studies
show that the marine environment can produce

six times more food to bolster nutritional security,”®
with nearly all additional outputs coming from
mariculture.”®#® Developments in sustainable feed
(sourced from algae and insects), as well as new
technologies (sensing, tracking and ledging), mean
that this sector is ready to scale with much lower
negative impact. China’s support for the seaweed
industry®' and Norway’s Ocean Farm 1 (scaled,
offshore-fed mariculture)®? are successful examples
of publicly scaled mariculture.®

However, the full potential of this opportunity can
be realized only if essential habitats — estuaries,
wetlands, mangrove forests and coral reefs — are
protected and if nutrient and plastic pollution are
reined in. Marine Protected Areas (MPAS) are proven
to address some of these concerns, yet less than
3% of the ocean is currently designated as non-
extractive marine reserves.® Furthermore, a new
study shows that strategic designation of MPAs
could increase food provision by almost 11 million
tonnes, relative to a conservative business-as-usual
scenario of fisheries’ prospects.®

Governments can play a vital role in growing
regenerative marine aquaculture businesses through
catalytic public finance and strategic incentives that
integrate ocean protection. Blended finance models
— which use public or philanthropic capital to mitigate
investment risks — can mobilize commercial capital
for sustainable aquaculture. Accompanying marine
spatial planning would help identify usage rights,
along with the enabling environment to support
private-sector investment (e.g. incentives such as
feed efficiency standards, or guaranteed demand
through government procurement).

The Future of Nature and Business Policy Companion 1



Scale Regenerative forest business models.
Forest-based industries employ tens of millions of
people and contribute an estimated $450 billion®®
to annual national incomes globally — including
more than $250 billion per year to economies in
developing countries. Investing in more regenerative
business models for forests

has huge potential, especially in the 600 million
hectares of the tropical belt that are vulnerable

to depletion.®” Regenerative models create

value from standing forests, regrowing forests or
agricultural “production-protection” approaches.®®
Supporting these models builds livelihoods,
underlining the value of standing or sustainably
managed forests. Targeting financial support

at exposed areas of tropical forests could — in
combination with proper regulation and
enforcement — effectively “seal off” the forest
frontier, protecting the vast natural capital that
lies behind it.

The harnessing of regenerative forest value chains
can be accelerated through the introduction of
payment for ecosystem services to forest owners
and managers as demonstrated by California’s
carbon market.® Success, particularly in many
developing countries, will also require public finance
to support the development of new opportunities
and to build the capacity of local communities to
engage with such schemes. But this capital will be
effective in generating viable business models only if
it is matched by improvements in land-use planning
and resulting zoning and regulations, by strong
tenure rights — especially for Indigenous peoples

and other forest-dependent populations — and by
effective enforcement. The latter has never been
more important in light of COVID-19, where there is a
risk of deliberately relaxed environmental regulations
or gaps in enforcement.® Building a thriving,
regenerative forest asset class for the future depends
on strong protective action today.



Investment in nature-positive opportunities
supports economic growth, job creation and

social and environmental resilience. But these
benefits will be short-lived unless governments step
up to tackle the policy distortions and institutional
weaknesses that affect resource allocation in today’s
economic system. These are not easy steps to
take and will require political courage to rise above
the short-term calculus of growth at all costs. To
deliver the full value of a nature-positive economy,
decision-makers need to put in place the right
policy mechanisms for natural capital renewal.
These challenges cannot be solved in isolation and
therefore leading companies are calling for polices
to unlock new business opportunities.®' In practical
terms, this means:

- . .
= 1. Measure the right things
Understanding the real value of nature — and the hidden

costs of nature-related risks — is critical to building
a more resilient economy and financial system. We

3 Policy enablers to
unlock value

must enhance our understanding of the interactions

of different systems — such as the economic system,
the food system and the climate system. We need to
improve how we measure GDP and move decisively
towards a multi-indicator understanding of economic
performance and health. While physical capital doubled
over the past 20 years and human capital grew by
13%, natural capital across 140 countries declined in
value by nearly 40%.%

Integrating natural capital accounting into
government budgets and public procurement
processes could help monitor and therefore manage
natural capital stocks. It would also support the
business case to invest in cost-effective natural
infrastructure such as wetland ecosystems —
reducing the impact of climate-related natural
disasters. Natural capital accounting would also
help the financial sector to better price the risk of
natural capital depletion. This should be reflected
on the balance sheets of companies in the same
way that international oil companies must measure
and regularly update their economically recoverable
reserves. Understanding climate- and nature-related
risks to assets and portfolios will be vital to shifting
private capital into more resilient and regenerative
business-models.

The Task Force on Climate-Related Financial
Disclosures (TCFD) has developed recommendations
for corporates to disclose climate-related risks.
Agriculture, food and forest products are on the list

of target sectors, but less than 50% of companies

in these sectors disclose as recommended by the
TCFD, and only 20% report board-level oversight of
climate-related risks.® Making this mandatory will

help. So, too, will tying stimulus and bailouts to TCFD
disclosure, as exemplified recently in Canada, where
large businesses seeking support to survive the
COVID-19 crisis must publish annual climate disclosure
reports, including how future operations will support
environmental sustainability and national climate goals.**
The first report in the New Nature Economy series —
Nature Risks Rising — argued that companies must
acknowledge, assess and disclose their exposure to
nature-loss risk in just the same way they are starting to
do for climate-related risks. The post-COVID recovery
packages could make these requirements explicit,
speeding up the process significantly.

The Future of Nature and Business Policy Companion 13



2. Deploy spatial planning

Few countries systematically apply spatial planning
tools. But governments cannot effectively manage
marine and terrestrial assets without knowing where
those stocks lie and demarcating their specific uses
and rights. One interesting terrestrial example is in
China, where land maps are used extensively. Starting
with large-scale restoration programmes, China has
mapped agriculture, biodiversity, ecosystem services
and natural disaster risk to identify areas that require
protection, restoration and sustainable management
practices.® Applying spatial planning tools to prioritize
conservation of zones with high ecological and/or
climate value will become increasingly important to
underpin greening of commodity supply chains® and
the legitimacy of international investment such as
China’s effort to green its Belt and Road Initiative.®”

In marine ecosystems, national ocean governance is
based on coastal states’ jurisdiction over their 200
nautical mile exclusive economic zones (EEZs). To
unlock a sustainable ocean economy, EEZs need to
be 100% sustainably managed — balancing ocean
use, and designating fully protected, ecologically
sensitive areas totalling at least 30% of the ocean.
That means using marine spatial planning tools to
allocate ocean areas for different uses and activities
(e.g. for transport, industry or MPAs). This will
ultimately help reduce use conflicts and achieve
economic, social and ecological objectives. Spatial
planning on land and at sea must be accompanied
with a clear legislative framework to unlock the
dividends of a nature-positive economy.

D% 3. Fix incentives

In most countries, the structure of public
incentives is nature-negative. Combined with the
failure to make polluters pay properly, perverse
subsidy regimes create risks to public health,
long-term food security and climate stability.

For example, of more than $700 billion paid in
agricultural subsidies each year, only 15% of this
support goes towards building public goods.%%
Similarly, $30 billion of public support is poorly
targeted at fisheries, with around $22 billion of this
classified as harmful. Meanwhile, the total global
fish catch has been in decline since the mid-
1990s.'% Many subsidy regimes undermine natural
capital stocks, endangering long-term job stability
and livelihoods. But repurposing and reinvesting
that public support — for example, in regenerative
agricultural practices — would help farmers to
maximize productivity levels while reducing inputs,
restoring soil health for future yields and ultimately
safeguarding livelihoods.

Carbon pricing should also be introduced. Both
Colombia and Costa Rica have implemented carbon
taxes, and recently called on other tropical forest
countries to do the same to plug the financing gap
for conservation and restoration.™' Colombia’s
scheme — taxing liquid fossil fuels at $5/tonne

— yielded revenues of $148 million in 2017 and
$91 million in 2018, with proceeds earmarked for
rural development and deforestation-reduction
programmes in conflict-affected areas. An offset
mechanism was also established, enabling
companies to reduce their tax burdens by buying
certified carbon credits.?

ﬁ 4. Enable innovation

The digital revolution could transform the way

we manage the world’s stock of natural capital.

For example, precision agriculture tools — which
combine data analysis on soil, weather and growing
patterns with appropriate local modifications — can
deliver more judicious use of inputs and better land
management. Digital innovations are also critical for
real-time monitoring of land use changes from afar,
making it easier to identify deliberate deforestation,
mining and other harmful activities. It has similar
potential for policing the oceans. But technology in
and of itself is not good for nature — in fact, it can
increase the efficiency with which we deplete it.
The Global Resources Outlook 2019 identified that
global resource productivity has not improved in the
past two decades despite significant technological
advances in that time.'® If technology is to support
the nature-positive economy, then the right
innovation ecosystem is needed — one in which
policies encourage innovation resources (human,
financial, digital) to flow towards major societal
challenges, but also one that promotes inclusive
forms of social innovation, tapping into multiple
stakeholders and sharing the gains and know-how
more equitably and openly.

Governments have a vital role to play in designing
this “innovation ecosystem”, as they did in building
the enabling conditions for the rapidly growing
renewable energy industry over the past two
decades.'™ They can set incentives to shape
talent flows (e.g. providing financial and technical
packages to support young people going into
regenerative businesses); they can use regulation
to tilt the playing field towards better societal
outcomes (e.g. supporting the use of bio-inputs for
farming); they can calibrate standards to accelerate
new business models (e.g. incorporating green
infrastructure standards into civil works codes);
and, of course, they can deploy trillions of dollars
of public procurement towards building a nature-
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positive economy. The global surge in building with
cross-laminated timber, and other mass timber
technologies for tall buildings, is one example of
how market incentives combined with removing
regulatory barriers can contribute to diversified
rural economies and support sustainable forest
management. Government support is also essential
to ensure that data architectures are kept open,
especially when public funds have been used to
generate the datasets and search tools, making

it possible for a new wave of digital nature-based
entrepreneurs to emerge and scale. While R&D
spending matters hugely in stimulating the upfront
pipeline of new ideas and technologies, the design
of the full innovation ecosystem in terms of the big
societal challenges may turn out to be at least as
big an impact lever.

;%} 5. Invest in human capital

The Future of Nature and Business makes the case
for huge job creation potential from the new nature
economy. The challenge is for governments to
support people of all ages, but especially younger
people, to develop the skills and entrepreneurial
mindset required to seize these opportunities. For
example, building liveable cities will require skills of

all levels: engineers and urban planners to integrate
green design; technicians to fix green roofs; and
arborists and groundskeepers to maintain city trees
and parks. Similarly, in more rural settings, reforesting
large landscapes engages those who grow, plant and
maintain seedlings and trees; monitor and manage

forests; develop reforestation projects; use heavy
machinery to prepare sites; and manage wildland
fire prevention. However, good new jobs, whether

in regenerative forestry or agriculture or greening
cities, will not appear spontaneously. They can grow
rapidly by combining new e-learning tools, coupled
with targeted extension services, strong workforce
incubator programmes and traditional learning-by-
doing apprenticeships to engage more youth. These
can take many forms, from iconic government-led
efforts such as the Civilian Conservation Corps in the
US to private-sector initiatives. The nature-positive
economy is rich with lasting, local jobs — but they
require training, wraparound services and nurturing
to reach their true potential.

The experience of COVID-19 has held up a
magnifying glass to the fragility and inequality of

our current human capital model. The fallout of this
crisis underlines the need for continued investment

in human capital to lay the foundations of a more
resilient society. It has also shown us that creating
dangerous, low-paying jobs throughout the economy
— from agriculture to the meat industry to healthcare
to waste management — is a recipe for public health
and economic vulnerability.

Nature-positive investments can play a vital role in
human capital development, not least by creating
a healthier environment in which families can bring
up their children. But it needs to be combined with
an equivalent commitment to policies and market
practices that result in decent wages and social
protection for workers across the economy.



6. Unlock capital markets

The agenda proposed in this report requires
investment — and while stimulus finance can set
economies on the pathway to nature-positive
economies, any investment needs to be sustained.
Market failures, early-stage funding gaps and
short-term financing cycles make such investments
difficult, especially for regenerative business models,
which often have longer pay-off periods. The lack
of bankable, large-scale projects and nascent
business models also limits the investor
attractiveness of nature as an asset class. These
issues are compounded in emerging markets by
perceptions of political, regulatory and currency
risk, weaker local capital markets, information
asymmetries and limited data.

Governments (and foundations) have a range of
instruments with which to tackle these market
failures, making it easier to mobilize private capital.
First, they can deploy catalytic instruments to
mitigate investor risk. For example, the United States
Agency for International Development (USAID)’s
partial credit risk guarantee instrument has been
particularly effective at mobilizing capital for nature-

based solutions. The Tropical Landscape Finance
Facility issued the world’s first $95 million sustainable
land-use bond for a conservation-friendly rubber
plantation in Indonesia, tapping mainstream capital
markets thanks to the guarantee. Second, they can
strengthen the use of market mechanisms — most
obviously carbon markets — as a way to finance
natural capital assets. We are already seeing a
significant growth in the interest of private actors

in financing “green carbon” — whether in forests,
peatlands or mangroves. These markets have the
potential to scale to billions of dollars of financing for
nature over the coming decade. Third, governments
can take creative approaches to corporate and
sovereign (COVID-19-related) refinancing events,
whether by insisting that companies put in place
appropriate investments and reporting for a nature-
positive economy or, in the case of sovereigns,
supporting important policy reforms and/or enabling
debt-for-nature swaps. The pricing of sustainability-
linked loans and bonds in the capital markets
suggests that investors are increasingly positive
about the economic returns on nature, whether

in terms of value creation or risk management.
Governments should take full advantage of these
market trends in their public financing strategies.
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Conclusion

In the global financial crisis of 2007-2008, there
were many conversations about the value of a

green recovery but relatively little action. Instead,

the economy grew throughout the 2010s on an
unbalanced, unstable basis, with too much debt,
increasing inequality and further depletion of natural
capital, accompanied by the build-up of greenhouse
gas stocks in the atmosphere and growing exposure
to pandemic risk, notwithstanding a series of early-
warning signals.

This time must be different. Governments — together
with the private sector — have the opportunity and
moral responsibility to use their fiscal recovery
programmes to reset the economy on more resilient,
inclusive and sustainable terms: opportunity,
because the real economy and the financial markets
are changing; responsibility, because such a reset is
essential for the well-being and security of citizens
—and that of future generations. There is an evolved
appreciation of nature — and clean, low-carbon

technologies in general — as a source of value
creation and risk mitigation. And smart private
money is flowing in this direction, with ESG and
low-carbon funds significantly outperforming general
indices and the arrival of multiple zero-carbon and
nature-positive unicorns.'%

This report makes the economic case that
governments should make nature-positive
investments a central, strategic plank of their
economic recovery packages. Science has never
been clearer — and the voice of citizens has never
been louder — that we are reaching irreversible tipping
points in key biomes of the planet that keep the
balance of all life on Earth intact. There is an urgent
need for change to ensure that there is equity in our
societies and harmony with the ecosystem so that
we leave behind a stable and healthy planet for future
generations. What is required is bold policy ambition
and decisive political leadership to send a signal that
business-as-usual is no longer viable.
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