Biodiversity offset markets: current
challenges and prospective developments:
PhD thesis — executive summary

Ferreira, C
Published PDF deposited in CURVE September 2014
Original citation:

Ferreira, C. (2014). Biodiversity offset markets: current challenges and prospective
developments: PhD thesis — executive summary. Coventry University

Copyright © and Moral Rights are retained by the author(s) and/ or other copyright
owners. A copy can be downloaded for personal non-commercial research or study,
without prior permission or charge. This item cannot be reproduced or quoted extensively
from without first obtaining permission in writing from the copyright holder(s). The
content must not be changed in any way or sold commercially in any format or medium
without the formal permission of the copyright holders.

CURVE is the Institutional Repository for Coventry University

http://curve.coventry.ac.uk/open



http://curve.coventry.ac.uk/open
http://curve.coventry.ac.uk/open

®

Business in Society

Centre for

Biodiversity offset markets:
Current challenges and prospective
developments

PhD Thesis — Executive Summary

Carlos Ferreira
Centre for Business in Society (CBiS),
Faculty of Business, Environment & Society, Coventry University

Email: carlos.ferreira@coventry.ac.uk

August 2014



)

Business in Society

1. OVEBIVIEW ...ttt ettt e e oo oottt e e e e 4 e ettt e e e e e e e e e e e e e e e e e e n e 3
2. Research aims. Sampling and Method ..o 3
G T T 11 T = 4
1 (]t =YK= oT] o] ] o 7
5. Policy ImPlICAtIONS .......cooiiii 7

The author would like to thank the contributions and suggestions of: Fabien Quétier; Jennifer Ferreira,
Caroline Moraes, Marylyn Carrigan and Nigel Berkeley (Coventry University); and Sally Randles and
Daniel Brockington (University of Manchester).

Ferreira, C. 2014. Biodiversity offset markets: current challenges and prospective developments: PhD
thesis — executive summary. Coventry.



Biodiversity Offset Markets — Challenges and Developments

1. Overview
In 2012, the British government offered its support

to the start of six biodiversity offsetting pilots. In
doing so, Britain became one of over 30 countries
where biodiversity offsets are used worldwide.
However, despite the increasing importance of
these mechanisms of environmental conservation,
research on the conditions for emergence and suc-
cess of biodiversity offsetting markets remains

Scarce.

Biodiversity offsets consist of
“...conservation actions intended to
compensate for the

residual, unavoidable harm to

biodiversity caused by development
projects, so as to
ensure no net loss of biodiversity.”

Ten Kate et al. 2004, p. 13

This executive summary compiles and shares the
key findings from the doctoral research conducted
by Carlos Ferreira into the emergence and devel-
opment of biodiversity offset markets, between
2009 and 2013. The research was conducted at
the Manchester Institute of Innovation Research
(MloIR), part of the Manchester Business School,
University of Manchester. It was supported and
financed by a Doctoral Scholarship from the Sus-
tainable Consumption Institute, and supervised by
Dr Sally Randles (MlolR) and Prof Dan Brocking-
ton (Institute for Development Policy and Manage-
ment, School of Environment, Education and De-
velopment at the University of Manchester).
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2. Research aims. Sampling and method
The project aimed to research the creation and de-

velopment of markets for biodiversity offsets.

Biodiversity offsets not only
rehabilitate sites but also address the
company's full impact on biodiversity

at landscape level, thus assisting
companies to manage their
risks, liabilities and costs”

Ten Kate & Inbar 2008, p. 189

The research focused first on identifying biodiversi-
ty offsetting programmes in operation worldwide.
Following this, three specific programmes were

chosen for closer evaluation:

. Biobanking, in the USA;
. Eingriffsregelung (Impact Mitigation Regula-

tion), in Germany; and

. Pilot Biodiversity Offsets programme, in Eng-

land.

These programmes were selected for analysis for
three reasons: diversity in terms of length of time
they have been implemented for; diversity in terms
of nature values covered by the rules; and exist-
ence of a legal requirement to compensate for bio-
diversity losses.

The methodology used to analyse these three mar-
kets for biodiversity offsets consisted of interviews
with stakeholders in each market, including pro-
moters, biodiversity offset sellers, regulators (at
national and local level), NGOs, consultants and

academics.
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Biodiversity Offset Programmes: Decade of Creation
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Figure 1: Biodiversity offset programmes worldwide, by decade of creation. Source: author

A total of 23 interviews were made over a period of

10 months.

The interviews were transcribed and analysed us-
ing a grounded theory-based approach, whereby
the researcher allows the main themes to emerge
from the data analysis, rather than using a pre-
designed analysis frame look for contents. This
method was chosen to in order to allow respond-
ents’ opinions to show through in the analysis and

inform the results.

3. Findings
The data analysis produced a number of findings,

summarised here.

Biodiversity offsets are varied

The research identified 59 biodiversity offsetting
programmes active or under study, operating in 32

countries, as of February 2013. The oldest pro-

grammes have been
evolving  since  the
1960s. However, the

There is no single
model of a market

greatest push for the

creation of markets for

for biodiversity
offsets

biodiversity offsets took
place in the 1990s and
early 2000s (Figure 1).

Biodiversity offset pro-
grammes, even the longest-established ones, are

experiments.



This means that there is a great variety of under-
standing of offsets, from country to country and
from programme to programme — a valid biodiver-
sity offset in one location may not be an accepta-
ble offset elsewhere. Furthermore, different peo-
ple working in the same programme will often
have different ideas about what biodiversity off-
sets are, what they are for, and the limits of their
usage. All three programmes studied show signs
of change and evolution, which highlights that the
situation remains in flux — overall, there is no sin-

gle model of a market for biodiversity offsets.

The largest, longest-
running and most suc-
cessful biodiversity off-
set programmes are
grounded in a legal
requirement to offset
biodiversity losses. Re-

quiring biodiversity off-

sets stabilises demand

and creates incentives for innovation from sellers
of offsets. This process has been observed in the
United States, with the creation of biodiversity
banks, and to a point in Germany, where changes
to the legislation have progressively allowed pri-
vate suppliers to create compensation pools (a

form of biodiversity bank).
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Offsetting biodiversity losses in England is not
legally required. However, as noted by respond-
ents, biodiversity offsets could be used to simplify
and accelerate the planning process, which would
make them attractive to developers. However, it
is a potentially problematic situation if the most
compelling arguments for biodiversity offsetting
markets lie with economic growth, not nature con-

servation.

Markets for biodiversity offsets don’t operate in
the vacuum. All existing markets for biodiversity
offsets operate against an existing background of
regulations, Environmental Impact Assessment
(EIA) rules, and local, regional and state-level
traditions and ingrained forms of doing things.
Many of these forms of governing nature operate
in the understanding that some compensation for
losses to nature must be provided by developers.
In other words, most of the ideas behind biodiver-
sity offsets already exist and are enshrined in law

or tradition.

However, most of the
compensation and off-
setting that takes place
requires extensive ne-
gotiation, and may in-
volve differing objec-
tives between different

parties.




It is in simplifying this situation that biodiversity

offsetting presents two clear advantages:

1. A clear formulation of objectives: no net
loss of biodiversity clearly frames the de-
bate and limits what is open to negotiation.

2. Better quantification mechanisms: no net
loss of biodiversity puts the focus on
demonstrating equivalence between biodi-
versity lost and biodiversity gained. This
clearly guides promoters, regulators, NGOs

and academics

Better

with the explicit objec-

quantification,

tive of demonstrating
no net loss of biodiver-
sity, is what distin-
guishes biodiversity
offsets from  other
forms of compensating
for negative nature im-
pacts. The potential
effects in simplifying

the negotiations about

appropriate compensa-

tion and achieving stakeholder buy-in are the ad-
vantage of biodiversity offsetting over alternative
mechanisms of obtaining compensation for biodi-

versity losses.

)

Business in Society

The single greatest challenge for biodiversity off-

setting comes from opposition at local level.

Grassroots and NGO-led campaigns have suc-
cessfully managed to communicate their nega-
tive opinions about biodiversity offsetting,
through on-the-ground and online campaigns,
and have in the process been noticed by the
mainstream media. As a consequence, biodiver-

sity offsetting promoters may be losing control of

the message: while
they have attempted to
associate  biodiversity
offsetting as no net loss
of biodiversity, opposi-
tion campaigners have

framed it as a license

to trash nature.

Much of the resistance to offsetting is related to
the perception that unique aspects of nature may
be displaced in the interests of developers. This
represents a problem for promoters of biodiversi-
ty offsets: consumers have very little knowledge
of offsetting, and whatever information they re-
ceive has tended to be negative. This has a neg-
ative impact on claims that biodiversity offsets
can be a part of companies’ CSR portfolios and

creates pressures against the use of offsetting.



Based on the research, it is possible to scope fu-
ture developments which may impact on the suc-

cess and acceptance of biodiversity offsetting.

Promoters of offsetting are putting substantial ef-
fort in integrating the mechanisms to quantify bio-
diversity with other technologies, including apps
(which can be used by consultants to estimate
biodiversity loss in a site on the fly), Geographical
Information Systems (GIS) and databases of ex-
isting nature values. This integration could reduce
costs and time spent in determining biodiversity
gains and losses, as well as in locating areas

which can serve as appropriate compensation.

National and local
regulation and prefer-

ences will predictably

continue to ensure
that the different bio-
diversity offsetting

schemes remain iso-
lated and distinct — it
is not foreseeable that

a unique model of a

biodiversity offsets emerges. However, some
common elements can be seen gaining ground
across programmes: a widespread acceptance of
the concept of no net loss of biodiversity, and re-
newed interest in best practice in the quantifica-

tion of biodiversity losses.
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Increasing take-up of biodiversity offsets means
increased exposure to media and public scrutiny.
This is a potentially positive development for the
industry, but it carries the risk that an entire
range of initiatives could be associated with spe-
cific cases of negative consequences or even
malpractice. Furthermore, failure to communicate
strict limits to usage, as well as positive impacts
of biodiversity offsets may leave the message in

the public arena to critics.

Policymakers are confronted with a range of de-

velopments in the area of biodiversity offsets,

and their actions can
contribute to the suc-
cess and good prac-
tice of practitioners
and promoters. Well
targeted regulation has
the potential to foster
the use and develop-
ment of biodiversity
offsets, as well as in-

novation and develop-

ment in the area.

Biodiversity offsetting programmes require regu-
lation to emerge; as mentioned by a participant,
‘nobody wakes up in the morning and says ‘|

want a bowl of wetlands for breakfast!’



A legal requirement to offset impacts serves to
create stable and predictable demand, which in
turn promotes investment and innovation by pro-

viders.

But regulation has the potential to have a more
significant impact. Regulation should clearly es-
tablish clearly which components of nature must
be offset (i.e. endangered species, ecosystem
types or ecosystem services), how long an offset
must be provided for, and where the legal re-
sponsibilities lie at each point in the process.
Simultaneously, regulation can address two of

the greatest concerns about offsetting: how to

determine in what are-
as offsetting cannot be
permitted, and what is
the maximum distance
between biodiversity

losses and offsets.

It should be noted that
any new regulation will

exist against a histori-

cal regulatory back-
ground, and that the efficacy of biodiversity off-
sets is greatest when they complement existing
conservation measures. Overall, any new regula-
tion should fit and complement previous mecha-
nisms for biodiversity conservation rather than try

to substitute them.

)

Business in Society




)

Business in Society

BBOP. (2012a). Resource Paper: No Net Loss and Loss/Gain Calculations in Biodiversity Offsets.
Washington D.C.: Business and Biodiversity Offset Programme.

BBOP. (2012b). Standard on Biodiversity Offsets. Washington D.C.: Business and Biodiversity Offset
Programme.

DEFRA. (2011). Technical paper: proposed metric for the biodiversity offsetting pilot in England (p. 25).
London: DEFRA.

Doswald, N., Barcellos Harris, M., Jones, M., Pilla, E., & Mulder, |. (2012). Biodiversity offsets: voluntary
and compliance regimes. A review of existing schemes, initiatives and guidance for financial institutions.
(p. 24). Cambridge, UK; Geneva, Switzerland: UNEP-WCMC; UNEP FI.

Madsen, B., Carroll, N., Kandy, D., & Bennett, G. (2011). 2011 Update: State of Biodiversity Markets Re-
port: Offset and Compensation Programs Worldwide. Washington, D.C.: Forest Trends.

Madsen, B., Carroll, N., & Moore Brands, K. (2010). State of Biodiversity Markets Report: Offset and
Compensation Programs Worldwide. Washington, D.C.: Forest Trends.

McKenney, B. A., & Kiesecker, J. M. (2009). Policy Development for Biodiversity Offsets: A Review of
Offset Frameworks. Environmental Management, 45(1), 165-176.

Quétier, F., & Lavorel, S. (2011). Assessing ecological equivalence in biodiversity offset schemes: Key
issues and solutions. Biological Conservation, 144(12), 2991-2999.

Ten Kate, K., Bishop, J., & Bayon, R. (2004). Biodiversity offsets: views, experience, and the business
case (p. 95). London: Insight Investment.

Ten Kate, K., & Inbar, M. (2008). Biodiversity Offsets. In N. Carroll, J. Fox, & R. Bayon (Eds.), Conserva-
tion & biodiversity banking, a guide to setting up and running biodiversity credit trading systems (pp. 189
—204). London: Earthscan.

Wotherspoon, D., & Burgin, S. (2009). The consultant ecologist’s role in the New South Wales
(Australia) approach to biodiversity offsets: “BioBanking.” Local Environment, 14(1), 61-71.



	ferreira
	Ferreira_Biodiversity Offsets_Executive Summary

