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Executive Summary 

This Research Project tries to paint a picture of the present of conservation finance through 

financial markets, and of its future. To do so, a desk-study and interviews with experts from the 

field are conducted. 

To do so, financial instruments for environmental conservation through the aforementioned 

markets are discovered and analyzed. Surprisingly, the market is still a very young emerging one, 

comprised of only two instruments: Debt-for-Nature Swaps and Green Bonds. And whilst the 

former instrument has been around for decades, Green Bonds only saw the light of day in 2007. 

Also, Green Bonds haven’t been, to date, used to finance environmental conservation projects 

(although it’s one of their key areas of interest according to the Green Bonds Principles). 

For these instruments to be scaled up in order to accompany the expansion of MPAs, 

communication strategies should be developed to make financial ministries of indebted countries 

aware of the possibility of trading debt for domestic currency for environmental conservation, and 

to make multilateral development banks (the biggest issuers of Green Bonds) aware of the use of 

the fundamentals of Green Bonds (through the TNC’s Conservation Notes) for the financing of 

protected areas. 

Regarding the future of the market, new instruments are being proposed; the most promising ones 

(according to the experts interviewed) being Environmental Impact Bonds, Venture Capital for 

environmental projects and Global Premium Bonds. An Environmental Stock Exchange also 

appears to be eminent. The trends that are already impacting it and will continue to do so in the 

future are three, with one sub-trend: shrinking/insignificant government budget allocations, the 

increased interest of the private sector in environmental projects with its sub-trend being the need 

for Protected Area Managers to be educated not only in ecology but also in financial management, 

and finally, the higher environmental awareness of the average person. The experts considered the 

second trend mentioned as the most important one for the future. 

In order to become investable projects and be able to access some of the instruments presented, 

MPAs should develop a sound business plan, identify present and future cash-flows, de-risk their 

projects to the maximum extent possible, and identify the regulatory framework and political 

conditions within which they work. 

The role of the government is also analyzed in order to understand how the market will develop. 

Here, it is difficult to pinpoint a clear role for it. From the interviews it can be gathered that experts 

in the field look at the future role of the government as one of regulating authority, opposed to one 

where it would be a direct market interferer. Within this “regulator” role, it is expected that 

instruments such as taxes on financial transactions and foreign exchange markets will hardly see 

the light of day. 

Concluding, environmental groups such as WWF should be aware of the eminent appearance of 

Environmental Impact Bonds and of an Environmental Stock Exchange, and of political shifts that 

might change the way governments position themselves in the market. Future research could try to 

study more in-depth the conditions that MPAs should meet in order to become investable projects. 

It would also be interesting a more in-depth case study on TNC’s Conservation Notes in order to 

make the case for multilateral development banks to look at environmental conservation projects 

as possible areas for the assignment of Green Bonds proceeds.  
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1 Introduction 

With roughly 80% of the fish stocks in the world reported as fully exploited or overexploited(FAO, 

2014), allied to an ever increasing urbanization of coastal sites that lead to incremented pressure 

on ecosystems in those areas, Marine Protected Areas (MPAs) acquire an even greater importance 

for biodiversity protection and conservation. 

In the last few decades, MPAs have been established in several countries in order to protect 

networks of marine ecosystems and tackle the issue of overexploited fisheries and ecosystems. In 

2010, at the United Nations Convention on Biological Diversity, world governments agreed in 

extending MPAs to cover at least 10% of the planet’s oceans by 2020 (IUCN, 2014). To date, only 

3.4% of the world’s oceans are under protected areas (Reuchlin-Hugenholtz&Mckenzie, 2015). 

However, there is a considerable funding gap for marine and terrestrial biodiversity conservation 

worldwide. A recent estimate posed the annual funding necessities for it in the range between USD 

300-400 billion/year1(Credite Suisse, WWF, McKinsey&Company, 2014), with the current annual 

expenditure  around USD 51.8 billion. This funding gap is also present in MPAs, with a survey of 

74 MPAs in 34 countries, discovering a median funding gap of 15%, with the increase necessary 

to achieve an ideal funding reported at 74% (Gravestock et al., 2007). 

MPAs are part of an important marine and terrestrial biodiversity conservation movement that, in 

the end, may help to diminish and even ameliorate negative impacts of climate change, by restoring 

overexploited fisheries and key services marine ecosystems provide(Brander, 2007; Mawdsleyet 

al., 2009).They are a key tool in the fight for biodiversity conservation worldwide and in need of 

better and more diverse revenue sources if they are to be effective in it. 

1.1 Objective of the Rearch 

In recent years, new financial instruments have been erupting in the financial markets that can help 

MPAs meet their financial necessities and becoming more independent from government budgets 

and philanthropic grants and donations. Within these instruments, some of them are not quite new 

but are making a comeback, as is the case for debt-for-nature swaps; and some of them are still in 

the development stage, as is the case for Environmental Impact Bonds. 

In this research I analyze the market of conservation finance in the form of its instruments available 

through financial markets to finance environmental activities and conservation efforts, and to 

understand how to scale up the funding for them. I also to analyze the feasibility of such 

instruments to help close the funding gap of MPAs and to understand what the future will be for 

the market in the form of the new instruments being proposed, the current and future trends 

impacting the market, and the implications for MPAs as well as the role of the government. 

Outside financial markets, instruments for the sustainable financing of MPAs, such as the ones 

described in Table 1, have already been thoroughly researched (Cesar & Beukering, 2004; 

Dharmaratne et al., 2000; Emerton et al., 2006), but the same cannot be said of instruments arising 

from the financial markets. The literature is scarce when it comes to analyze recent trends in 

financial mechanisms (through the aforementioned markets) that might, already in the present, 

provide new sources of for MPA finance. Demand for instruments that allow investors to invest in 

MPAs exist, but the supply of said instruments if falling short (Credite Suisse; WWF; 

McKinsey&Company, 2014). Although some studies have been done (mainly by financial 

institutions) on the potential and performance of some of these instruments (NatureVest, EKO, 

                                                        

1 Every monetary value used in this paper is expressed in US Dollars unless otherwise noted. 
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2014), a gap in the literature exists in the identification, and suitability of the new instruments 

through financial markets that can help to fill the funding gap for PAs, and specifically MPAs, 

worldwide. Figure 1 helps to clarify the focus of this research within the various instruments for 

environmental projects. 

This research is part of an internship in WWF Netherlands and  its purpose  is to better understand 

investment and financial opportunities for MPAs, through the financial markets, in order to help 

close their funding gap, and to undestand how the market will evolve in the future. The end goal 

of the research is to make an assessment of existing instruments destined to environmental 

conservation and analyze their suitability for MPAs; analyze the current and future market trends 

in order to gain insight of the new instruments being devised and to know where the market is 

going; and to understand what conditions MPAs should meet in order to become investable 

projects, as well as the role governments should play. 

 

 

 

Research questions 

Main research questions 

What kind of financial mechanisms through financial markets, with conservation/environmental 

goals, already exist that can be applied to MPAs or marine habitat protection? 

How can these mechanisms be scaled up in order to accompany the expansion of MPAs 

worldwide? 

What are the new emerging financial mechanisms and the current and future market trends for 

conservation finance through financial markets? 

Sub-questions 

What are the conditions an MPA should meet in order to access the financial mechanisms? 

What should the role of the government be in the market? 
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Outline of the Report  

This report will start with a small background on MPAs. The second chapter is dedicated to the 

research method applied. Following it, the third chapter talks about the present of conservation 

finance through financial markets. Here, the financial instruments discovered are analyzed 

according to the methodology, their feasibility for MPAs, and strategies to scale them up are 

discussed. In the fourth chapter, the future of conservation finance through the financial markets 

was analyzed by looking at the new financial instruments being proposed, the trends that are 

impacting and that will impact the market in the future, and their implications for MPAs, as well 

as the role of the government; this was done thorugh a desk-study and interviews with experts in 

the field. The fifth chapter tries to bring the two preceding chapters together and summarizes key 

findings and recommendations. The report will end in the conclusion chapter (chapter 6) where the 

research questions will be answered. 

1.2 MPAs background 

Marine Protected Areas are defined by the IUCN as “any area of intertidal or subtidal terrain, 

together with its overlying water and associated flora, fauna, historical and cultural features, 

which has been reserved by law or other effective means to protect part or all of the enclosed 

environment.” (Kelleher, 1999). 

These days, roughly 3% of the planet’s oceans are covered by MPAs, and in 2010 a large part of 

world’s governments agreed to protect at least 10% of Earth’s coastal and marine zones by the year 

2020 (IUCN, 2014). 

Due to the critical state of the World’s oceans, interest in using MPAs as part of a biodiversity 

strategy is increasing, and supported by a growing number of researchers studying the benefits 

from no-take reserves. MPAs cannot, however, target and reduce the global threats to marine 

ecosystems such as land-based pollution and global climate change (Halpern et al., 2010). They 

have been, however, recognized by most countries as playing a critical role in the conservation of 

marine biodiversity (IUCN, 2000).  

The term MPA includes a vast array of management strategies. Hence, the consequence is a 

complex assortment of marine parks, ecological reserves and coastal sanctuaries arranged to meet 

various goals with dissimilar governance and regulations (Hyrenbach et al., 2000).There are 

several types of MPAs according to their management strategies and goals, and according to the 

type of legal/regulatory frameworks within they work. Annex C shows the different categories of 

Protected Area (PA) assigned by the IUCN, and it also shows those categories regarding their 

management goals and what their primary and secondary objectives are, as well as other potentially 

aplicable objectives. 

According to Alban et al. (2006), MPAs are created with three intentions: i) biodiversity 

conservation; ii) sustainable management of the fisheries; iii) development of economic activities 

which focus on non-extractive uses (e.g. tourism). With their main focus being on biodiversity 

conservation and restoration, and many countries around the world having budget constraints due 

to the financial crisis of 2008 (or other economic factors, more country-specific); MPAs need, more 

than ever, to diversify their revenue sources. 

In the last decades, MPA management has been confined to fisheries legislation through 

mechanisms including, for example, no-take zones or restricted access to a specific stock of fish. 

In the turn of the century, more attention started to be dedicated to management strategies that 

could go beyond such a narrow approach, with the need for a sustainable management from an 

economic point of view acquiring a much more nuclear role (Kelleher, 1999). 
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MPAs generate their financial resources through an array of instruments, being the most common 

ones, non-extractive revenues (e.g. taxes, fees); industry-generated revenues (e.g. fishing industry, 

tourism industry and pharmaceutical industry); and donations from government budgets and 

philanthropic organizations and individuals (Chen et al., 2014; Thur, 2010; Dharmaratne, Sang, & 

Walling, 2000).  

Table 1 - Funding sources for MPAs 

 

 Source: Cesar & Beukering (2004) 

Of course, the way in which MPAs are able to generate revenues will depend on their category and 

management strategies. If they are exclusively no-take (no fishing allowed), no-recreational zones, 

it is difficult to envision any other form of revenue generation than donations from government 

and individuals. However, if they are multi-use MPAs with recreational zones, fishing zones and 

no-take zones, they are able to capitalize on those characteristics and access various types of 

financial mechanisms in order to meet their financing needs. 



 

IVM Institute for Environmental Studies 

Closing the Funding Gap  11  

    
 

 

2 Research Method 

This research project will entail two approaches in order to answer the research questions. The first 

one will be a desk-study, with an adaptation of the framework from Parker et al. (2012), in order 

to investigate existing forms of investments through financial markets that can be applied to MPAs 

and how to structure them regarding their characteristics and those of its investors.This approach 

will be followed in chapter 3. The second one will consist of a small desk-study combined with 

interviews with experts from the field in order to provide insights on how the funding of 

environmental conservation through financial markets will develop in the future. This approach 

will be followed in chapter 4. This thesis will also be supported by two underlying concepts: 

Conservation Finance and Sustainable Financing. 

2.1 Theoretical Framework 

The Financialization of Nature 

The advent of a global economy and increased interconnectedness, supported by the existence of 

a worldwide channel of communications known as the internet, which allied to an overall less 

restrictive legal framework for the free circulation of capital, resulted in the financial sector 

engulfing every productive sector in the world economy. 

Nature and its restoration and conservation projects have been, in recent years, through a process 

of what some call the “penetration of nature by capital” (Smith, 2007). What this basically means 

is what this thesis will refer to as the financialization of nature: an increased commodification 

and marketization of natural resources allied with an increased influence of financial markets and 

financial institutions in the funding of environmental activities.  

Moves to put a price on ecosystem services like MEA (2005) and TEEB (2010) can be understood 

as the cornerstone of the commodification and marketization of nature by converting the services 

provided by ecosystems (such as food and clean air) into financial flows. 

The financialization of nature takes place within a joint effort by conservation organisations and 

the financial and business sectors, as well as academia, resulting in an “intensified financialisation 

of discourses and endeavour associated with environmental conservation and sustainability” 

(Sullivan, 2013). 

This research project will work within this framework of thought and action, because it is this 

process of increased professionalization and financialization of environmental activities that will 

ultimately shape the future for nature conservation. 

Sustainable Finance and Conservation Finance 

Central in this research are the concepts of Sustainable Finance and Conservation Finance for 

Marine Protected Areas. 

In order to surpass the funding gap MPA managers need to resort to sustainable financing 

mechanisms that allow them to get the necessary financial resources in order to achieve their goals. 

Sustainable finance of a protected area is defined by the International Union for Conservation of 

Nature (IUCN) as “the abbility to secure sufficient, stable and long-term financial resources, and 

to allocate them in a timely manner and in an appropriate form, to cover the full costs of protected 

areas and to ensure that protected areas are managed effectively and efficiently with respect to 

conservation and other objectives” (Emerton et al., 2006). In practice, sustainable financing for 

MPAs can simply be understood as the means to correct the funding gap for conservation and 
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management of natural resources, and to assist MPA managers to meet the financial resources 

requirements of their operations (Gallegos et al., 2005). Conservation finance is defined by Credit 

Suisse, WWF, and McKinsey&Company (2004) as a mechanism that enables a financial 

investment into an ecosystem to be made with the aim to conserve the values of that ecosystem in 

a long term prospect. 

Therefore, sustainable finance and conservation finance are essentially two different terms for the 

same concept and will be used in the research project interchangeably. 

I will build upon the traditional sustainable finance framework of marine protected areas and add 

to it financial instruments through financial markets. 

Figure 2- Conceptual Framework 
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2.2 Criteria 

This first approach will try to categorize the financial instruments to facilitate the analysis of their 

applicability for the financing of MPAs. To do so, four criteria are devised regarding the 

characteristics of the instruments: Type, Timeframe, Risk-profile and Scale; and 3 types of 

criteria are devised regarding the contextual factors in which said instruments are put in place: 

Political, Economic and Environmental factors; these 3 contextual factors are based on a study 

by Gallegos et al. (2005) on sustainable financing of MPAs in Indonesia. Contextual factors are 

important to be analyzed in order to understand what specific requirements MPAs should meet in 

order to access the financial resources in an efficient and continuous manner. 

The instruments were chosen from a listof financial mechanisms to finance biodiversity 

conservation and natural resources elaborated byGutman & Davidson (2007), with two conditions: 

1. The financial mechanisms are made available through the financial markets 

2. The financial mechanisms have already been used in at least one investment project to 

fund environmental conservation. 

Under these conditions, only two instruments were found: Debt-for-Nature Swaps and Green 

Bonds.The instruments will be analyzed in chapter 3, alongside with a discussion of their 

feasibility for MPAs and how to scale them up. 

 

Type 

This criterion analyzes whether the financial resources will be generated by the public sector, 

private sector, or by a hybrid (a combination of the two). 

A public sector investment instrument will be defined as an instrument enabled by the public sector 

(e.g. governments) that does not enter the structure of the private sector. 

A private sector investment instrument will be defined as an instrument enabled by the private 

sector (e.g. an investment bank) that does not enter the structure of the public sector. 

A hybrid investment instrument will be defined as an instrument enabled by either one of the 

sectors, in cooperation. 

Timeframe 

This criterion analyzes the time period in which the investment is made available. Different 

instruments require different timeframes for implementation due to their nature (public, private or 

hybrids), the need for negotiation (e.g. debt-for-nature swaps), or other factors.  

It will be divided in three sub-criteria: 

 short-term (1-3 years) 

 medium-term (3-5 years)  

 long-term (>5 years) 

Risk-profile 

Different investors have different risk appetencies. Institutional investors are usually amongst the 

most risk-averse investors, while venture capitalists tolerate higher degrees of risk than most 

market investors. Therefore, an evaluation of the risk type of the investment should be made in 

order to understand who the potential interested parties may be. 

 This criterion analyzes the risk type of the investment and can be further subdivided into two 

sub-criteria: 
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 High-risk  

 Low-risk  

The risk type of the investment is considered high when investors ask for a higher return than 

similar investments, and vice-versa. There is no holistic measurement for the risk of an investment, 

but for bonds for example, that risk is measured through the credit rating. 

Scale 

This criterion analyzes how much money could be generated by a given mechanism, and how much 

it could generate annually; when applicable, since there are instruments that might only generate 

revenue in a single period of time (e.g. debt-for-nature swaps). 

Table 2 - Example of a Financial Instrument analyzed with the criteria 

Criteria Financial instrument (e.g.) 

Type: 

- Public 

- Private 

- Hybrid 

Financial instrument X is a private 

investment 

Timeframe: 

- 1-3 years 

- 3-5 years 

- >5 years 

Financial instrument X generates cash-flows 

in 4 years (medium-term) 

Risk Profile: 

- High-risk 

- Low-risk 

Financial instrument X is a low-risk 

investment. It is suitable for institutional 

investors. 

Scale: 

- $/year (when applicable) 

Financial instrument X is able to generate 

USD 1-3 million/year for an MPA 

 

Table 3 – Contextual Factors and example variables 

Contextual Factors Variables 

Political Factors – the degree to which the 

mechanism needs the support of the local 

governing body and the necessary political 

stability of the area to be invested, in order to 

be implemented 

Does the financial mechanism require support 

from public institutions? Dothey play a role in 

the structure of the financial mechanism? 

Economic Factors - the economic conditions 

the instrument needs to have in place in order 

to be accessed. 

 

What kind of economic conditions does the 

country/region to be invested need to meet in 

order to access the instrument? 

Environmental Factors - the necessary 

environmental conditions the instrument needs 

to have present in order to be accessed. 

What kind of environmental conditions does 

the country/region to be invested need to meet 

in order to access the instrument? 
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2.3 Interviews 

The second approach will consist of interviews with experts in order to provide a picture for the 

future of conservation finance through financial markets. This picture will entail new financial 

instruments being proposed, again chosen from Gutman& Davidson (2007), current and future 

trends that will impact the market and its implications for MPAs, as well as the role of the 

government. To help with the understanding of the market right now, and in the future, a desk-

study was conducted and experts were screened and interviewed with the help of WWF-NL. The 

sample size due to industry reluctance in giving interviews is of 5. However, even though 5 experts 

interviewed can arguably be a small sample size, the interviews coupled with a desk study are 

assumed to give a good overview of the subject. Furthermore, time constraints for the research 

rendered the elaboration of more interviews impossible. Interviews 1 to 4 were conducted by Skype 

and interview 5 was conducted in person at the WWF-NL office in Zeist.The findings of the 

interviews will be presented in chapter 4. 

Table 4- Breakdown of interviewees by occupation 

Interviewees Occupation 

1 
COO at Forest Trends. Ex-WWF 

Conservation Finance Team 

2 Founder of Global Ocean Trust 

3 Director of Conservation Finance at WWF 

4 Impact Investing WWF Switzerland 

5 
Triodos Bank. Ex-WWF International 

Finance Management 

 

2.4 Limitations 

Being carried out over just three months, this research project has in its timeframe an obvious 

limitation. Furthermore, due to the time constraint, some subjects that could have required more of 

an in-depth study weren’t possible to investigate to that extent. Alongside it is the amount of 

literature covered in the research. Due to such a high number of instruments analyzed, trends 

investigated and concepts contemplated, it is reasonable to expect that the research might not have 

sufficiently covered all the existing literature on the subjects explored. 
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3 The present of Conservation Finance through Financial 

Markets 

This chapter will talk about the financial instruments through financial markets that are already 

being used for environmental conservation. In order to understand the future, it is important to first 

look at the present and what it is being done in the field. After a desk-study, and based on a list of 

instruments to finance biodiversity conservation elaborated by Gutman & Davidson (2007), 

surprisingly, only 2 instruments (through the financial markets) were found in active use for 

environmental conservation. These 2 instruments are Debt-for-Nature Swaps and Green Bonds. 

They will be analyzed according to the criteria explained in the second chapter, strategies to scale 

them up will be suggested and their feasibility to finance MPAs will be discussed. 

3.1 Debt-for-Nature Swaps 

Debt-for-Nature Swaps (DfES) are a type of mechanism where debt owed by a government (public 

debt) is acquired (often at a discount) by an outside party – for example, an NGO or a foundation 

– and eliminated in exchange for commitments of said government to finance conservation 

projects. This finance is often carried through the establishment of a trust fund(Emerton et al., 

2006). Through these swaps, indebted countries can trade their obligations for the financing of 

biodiversity conservation within their territories. DfNS have been around in the last 30 years (the 

first debt-relief arrangement for conservation was carried out in Bolivia in 1987), but were on the 

verge of disappearing around 2000, being picked up again in recent years (Parker et al., 2012). 

 According to Spergel & Moye (2004), it was, in fact, the Latin American debt crisis of the 1980s 

that provided the context from which DfNS appeared. This debt-relief mechanism enabled highly 

indebted countries of the region to release funding for environmental projects that would otherwise 

been used to repay their public debt. 

Process of DfNS 

DfNS are case and party specific, however, according to Resor (1997) certain steps can be 

highlighted which are part of the process of any DfNS: 

1. The debtor country sets the guidelines for a swap programme and invites NGOs and 

conservation agencies to participate. 

2. An international NGO or conservation agency reach an agreement on a conservation 

programme with local public and private organizations 

3. The participating organizations secure that sufficient funds will be available for the 

purchase of the debt, or that partial forgivenesses of the debt will be possible. 

4. Government approval must be requested for the swap to take place, usually from the 

Ministry of Finance and Central Bank, or from the ministry in charge of the sector where 

the funding will be applied. 

5. Terms like the exchange currency rate and the redemption rate of the swap are negotiated. 

The amount of funds for conservation that are generated will ultimately depend on the 

redemption rate – “the percentage of the face value debt that is redeemed in local 

currency”.  

6. After the acquiring of the debt, the Central Bank of the debtor country cancels it and 

presents, in local currency, the funds in the form of cash or bonds. 

7. The environmental activities are then implemented within the agreed programme. 

DfNS can be divided into two categories:  
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1. Commercial Debt-for-Nature Swaps 

2. Billateral Debt-for-Nature Swaps 

Commercial DfNS are isually done through an international non-governmental organization 

(INGO) which purchases in the secondary debt market, the debtor’s country debt at a discount. The 

INGO then, offers to negotiate the elimination of the debt with the debtor country in exchange for 

local currency funding (or bonds) to environmental projects (Spergel & Moye, 2004). The first 

ever Commercial DfNS implemented between Bolivia and Conservation International (CI) in 1987, 

was responsible for the elimination of $650,000 Bolivian public debt in exchange for $100,000 of 

local currency to be channeled for environmental projects in the country (Thapa, 2000). As of 

December 2003, Commercial Debt-for-Nature Swaps had already generated over $112 million for 

environmental activities and conservation in more than 19 countries (WWF Center for 

Conservation Finance, 2003). 

Bilateral Debt-for-Nature Swaps are currently the preferred debt relief mechanism through which 

funds for environmental activities and conservation are liberated. Whilst commerical swaps 

involve the monetary interference of a third-party organization (usually an NGO), bilateral swaps 

can involve a third-party as an assistant, but involve direct exchanges between a debtor country 

and its creditor(s) (Goon, 2009). 

Environmental organizations such as The Nature Conservancy (TNC), Conservation International 

(CI) and World Wide Fund for Nature (WWF) have been the biggest promoters of these swaps and 

are the actors behind their reemergence in recent years (Cassimon et al., 2011).  

 

Figure 3- Commercial Debt-for-Nature Swaps 

 

 

The economic  argument behind DfNS 

DfNS are characterized as a win-win deal where everyone benefits. 

Through these debt relief instruments, debtor countries are able to free up resources for 

environmental activities that would have otherwise been used to repay their debt obligations. 

Debtor countries benefit in the sense that, having a lighter debt burden can help them to start 

Debt owed by a 
government

Bought by an NGO 
or a foundation

Forgiven in 
exchange for 

domestic currency 
for environmental 

conservation
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tracking the path towards economic stability and growth (Cassimon et al., 2011). Swapping debt 

in foreign currency for funds in domestic currency is also a valuable benefit if the debtor country 

is facing foreign exchange shortages. 

Banks and creditor countries benefit by developing good reputation, and by relieving an indebted 

country’s debt burden, they assure better odds for the rest of its debt to be repayed (Kessel, 2006). 

They also have the incentive to sell that debt at a discount due to its high-risk characteristics. 

Furthermore, DfNS might even indirectly contribute to local and national economic growth. Some 

of these have resulted in the establishment of Protected Areas that were later able to generate 

revenues from eco-tourism, as is the example of Costa Rica (Goon, 2009; Kessel, 2006). 

Criticism 

There is a debate in the academic field on wether DfNS actually relieve highly indebted countries’ 

debts while releasing funds for conservation and environmental projects.  Some argue that bilateral 

DfNS result from an allocation of developed countries’ foreign aid budget which has the 

consequential result of crowding out other financial aid programmes for health and education, for 

example (Resor, 1997). This is especially important at a time where budget constraints are 

responsible for a shrinking of financial aid from developing countries. Often DfNS, due to the sums 

involved, have an almost insignificant positive effect in the debtor’s country total debt burden 

(Cassimon et al., 2011) (which is not to say that they can’t have high local, and even national 

positive effects on the environment).  

Another important drawback of DfNS is the fact that they might be regarded as a violation of state 

sovereignty laws. Some even regard them as a form of “eco-colonialism” under which political 

priorities of developing countries are set by their developed counterparts (FAO, 1993). 

DfNS are, nevertheless, seen as an important contribution in the funding of environmental 

conservation 

Despite the criticism, along with some failures –  the case of Zambia, in 1989, saw a fast 

devaluation of the local currency allied with a poorly planned programme, tear down a $2.2 million 

swap brokered by WWF – see (Resor, 1997); DfNS are nevertheless accredited as debt relief 

instruments that can greatly contribute to environmental conservation. 

Criteria analysis 

Debt-for-Nature Swaps, due to their interconnectness between NGOs, financial institutions and 

governments can be considered a hybrid instrument. 

The timeframe will always depend on the type of DfNS (commercial or billateral) and the 

negotiation’s outcome. For example, a DfNS in Guatemala in 2006 brokered by The Nature 

Conservancy for financing forest conservation has a life-span of 15 years (The Nature 

Conservancy, 2015). This timeframe will also be dependent on political, socio-economic and 

geographical factors in the targeted area: what type of infrastructures are in place, how many people 

live in the area, is the area remote with difficult access, and so on. What is certain is that a DfNS 

implicates a long negotiating process with many actors involved, from the outset until the 

implementation phase, which under the criteria devised, will implicate it as a long-term 

instrument. 

To characterize the risk-profile of a DfNS is tricky. Since it is not a general market-based 

mechanism, but a debt-relief mechanism that implies that one part takes a loss, a risk-profile 

analysis is not suitble for this instrument. It can be argued that through a DfNS an idebted country 

sees its total debt burden shrinking and therefore its risk of default on the total debt diminish aswell, 

but the values involved are so relatively small that an argument like this cannot be applicable. 

Therefore, the risk-profile criterion is not suitable for a DfNS. 
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Same as with the timeframe, thescale criterion is also dependent of the negotiations outcome. 

However, the average commercial DfNS between 1987 and 2003 generated around $225000 in 

local currency for environmental conservation. One of those DfNS was even able to generate 

around $17.1 million in Philippines. This money was later chanelled to an endowment fund which 

distributed it for projects related with the community forestry, ecotourism and protected areas 

(WWF Center for Conservation Finance, 2003). 

Contextual Factors analysis 

The bilateral DfNS program Tropical Forest Conservation Act (TFCA), the largest of its kind, is a 

U.S.’s debt relief program with Latin America and Caribbean countries, which generates local 

currency funds for tropical forest conservation. Under this program, debtor countries have to fulfill 

certain political, economic and environmental criteria in order to be eligible for a DfNS 

(Convention on Biological Diversity, 2001). Since it is the largest DfNS programme to date, its 

contextual factors can be used as a benchmark for other DfNS programmes. 

Environmental Factors: 

 The debtor country has to possess within its borders a tropical forest that is remarkable for 

its biodiversity, or that is included in a large block of regional, national or international 

scale. 

Political Factors: 

 The debtor country has a government elected democratically 

 The debtor country’s government does not support terrorism 

 The debtor country cooperates with the U.S. on drug control 

 The debtor country does not inccur in violations of internationally recognized human 

rights 

Economic Factors: 

 The debtor country has to have an International Monetary Fund (IMF) program (or 

equivalent) 

 The debtor country has to have a World Bank or International Development Association 

structural/sectoral loan (or equivalent), if needed 

 The debtor country has to have  investment reforms in place or show significant progress 

to that end. 

 If applicable, the debtor country has to have debt restructuring or agreements with 

commercial lenders. 

 

 

 

 

 

 

 

 

 

 

 

Box 2 – Forever Costa Rica: A DfNS towards the country’s marine protected areas 

Costa Rica is a country with over 25% of its land as Protected Area (PA), but with only 1% of its 

oceans as Marine Protected Area (MPA). It harbors 3.5% of all marine species, with 90 of them not 

being present anywhere else in the globe.  

In 2011 the Costa Rican government concluded the negotiation of a Debt-for-Nature Swap with the 

help of a pair of foundations and two Wall Street investors, in a deal brokered by The Nature 

Conservancy, with the funding coming from the U.S. Treasury Department. This deal came to be 

called as Forever Costa Rica. 

Out of a total of $57 million, $8 million were assigned to further the expansion of MPAs in the 

country’s oceans. $27 million were devoted for the long-term direct funding of conservation work 

all through Costa Rica. 

This swap was crucial in the arrangement of a plan to double the size of the country’s MPAs, as 

well as further the expansion of several terrestrial parks, by 2015. 

Source: The Nature Conservancy(2011) 



 

IVM Institute for Environmental Studies 

 20  Executive Summary 

    
 

3.2 Green Bonds 

Green Bonds are essentially fixed income financial instruments, where the revenues are used to 

finance environmental projects (RBC Capital Markets, 2014). They have been used mainly for 

climate mitigation and adaptation, but also for other environmental projects that provide 

environmental benefits. There is no official definition for Green Bonds but they are popular 

amongst investors that want to incorporate environmental-responsible principles into their 

investment portfolio (Reichelt, 2010).  

Most of the Green Bonds issued to date went to finance climate change mitigation and adaptation 

projects consisting mainly of renewable energy, energy efficiency and sustainable transport 

projects (EIB, 2015) (The World Bank Treasury, 2014). 

Green bonds were first issued in 2007 and have seen substantial growth since then. In that first 

year, less than $1 billion in green bonds had been issued. This number grew to almost $37 billion 

in 2014 with an expected issuance of $100 billion in 2015 (History, 2015). 

Graph 1- Green Bonds Issuance 

 

 Adapted from: (History, 2015) 

Issuers 

The World Bank is a leading actor in the issuance of Green Bonds. Since 2008, the financial 

institution has issued $8 billion in green bonds for projects addressing climate change adaptation 

and mitigation (World Bank Green Bonds, 2015). 

The European Investment Bank (EIB) is the pioneer in the issuance of Green Bonds, having issued 

its first one in 2007 – the Climate Awareness Bond (CAB) (EIB, 2015). 

The development banks are the pioneers and the biggest cumulative issuers of Green Bonds. Their 

engagement and success attracted corporations, government agencies and municipalities to also 

issue Green Bonds to finance environmental projects (World Bank, 2015). The largest Green Bond 

issued to date was issued by the French group GDF Suez (a multinational energy player), for 

approximately $3.4 million, in May 2014, to fund renewable energy and energy efficiency projects 

the company is involved with (GDF SUEZ, 2014). 
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The way Green Bonds finance environmental projects depends on their type. The Climate Initiative 

and the Green Bonds Principles2 make a distinction of 4 types of Green Bonds. The Green “Use of 

Proceeds” Bond, the Green “Use of Proceeds” Revenue Bond, the Green Project Bond, and the 

Green Securitized Bond (Explaining Green Bonds, 2015; IMCA, 2014). 

Table 5 - Types of Green Bonds 

Type of Green Bond Definition 

Green “Use of Proceeds” Bond A standard bond, for which the proceeds raised 

by it will be earmarked for environmental 

projects. 

Green “Use of Proceeds” Revenue Bond A revenue bond is a bond that is linked to a 

revenue stream. That revenue stream will, in 

turn, be used to pay off the bond. For example, 

if a bond is issued to develop a new tourism 

facility in an MPA, the revenues that are 

generated by the subsequential tourism will be 

used to pay off the bond. The proceeds raised by 

the Green Revenue Bond will be earmarked for 

environmental projects. 

 

Green Project Bond It is a bond attached to an environmental project 

(or a group of projects) and in which the investor 

has direct exposure to the project(s). The 

proceeds raised by the Green Project Bond will 

be earmarked for the specific environmental 

project(s). 

 

Green Securitized Bond A bond collateralizedby the specific 

environmental project(s). As with the Green 

Revenue Bond, the Green Securitized Bond will 

be repayed by the cashflows generated by the 

environmental project(s). The proceeds raised 

by this bond will be either earmarked for the 

environmental project(s) or go to the 

collateralized ones. A bond like this can be used, 

for example, to refinance a pool of solar energy 

infrastructure loans. In this Green Bond, the 

investors have also direct exposure to the 

project(s). 

 

                                                        

2The International Capital Market Association (ICMA) a private international trade association 

published, in 2014,  a set of voluntary guidelines and principles for Green Bonds that are being 

followed by several institutions involved in the issuance of these bonds, such as the World Bank 

and the EIB. These principles are essentially voluntary guidelines for investors that promote 

integrity and transparency in the issuance of a Green Bond. 
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Figure 4- Green Securitization. Source: (Climate Bonds Initiative, 2015) 

 

The economic argument behind Green Bonds 

Green Bonds can be a key factor in tackling climate change, ensuring energy efficiency and 

transition to renewable energy, and financing biodiversity conservation. They also ensure several 

benefits to its investors and managers of environmental projects. Through Green Bonds 

environmental managers can access funds for their projects that would not be possible to less than 

10 years ago. This also means that their overall funding costs are lower, especially for small-scale 

projects, due to the credit rating that agencies such as the EIB or the World Bank have. Green 

investments have become increasingly popular with investors throughout the globe, and Green 

Bonds allow those with environmentally-sound principles to start building a portfolio according to 

them (RBC Capital Markets, 2014).  

Another important characteristic with Green Bonds is related to their price. They cost essentially 

the same as other traditional non-green bonds, and thus can capture a wide audience of investors, 

even those that don’t regard the aspect of investing in the environment as their first priority 

(Explaining Green Bonds, 2015). 

Criticism 

Since Green Bonds are quite a new instrument, there are several critiques pointed out at them. 

Whilst there is no criticism formed on the instrument as it is, its implementation and structure needs 

improvements. 

There are divergent views on what is a green project. For the International Finance Corporation 

(IFC), a Green Bond is a bond that focuses on investments in renewable energy, energy efficiency 

and investments that mitigate GHG emissions in other forms (IFC, 2015); whereas the EIB only 

focuses on climate mitigation and adaptation projects (EIB, 2015). 

 Traditionally, the bonds are labeled green by the issuer and should be (not mandatory) qualified 

as green by an external reviewer. The biggest external reviewer of Green Bonds is the Center for 

International Climate and Environmental Research at the University of Oslo (CICERO), having 

issued second opinions for Green Bonds issued by municipalities, World Bank, EIB, corporations, 

and others (Climate Bonds Initiative, 2015). 

Although CICERO and other external reviewers exist, it is not expressly required for a Green Bond 

to be subdued to this process in order to be issued. There is no official institution that ensures the 

money is being channeled adequately to the projects. 

As referred above, the industry developed the Green Bonds Principles (IMCA, 2014) in order to 

improve transparency and integrity in the issuance of these bonds. However, these principles 

function only as a set of voluntary guidelines without any regulatory power. These principles also 
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state the areas of potential eligible environmental projects to which Green Bonds revenues are 

channeled, which include biodiversity conservation, even though they haven’tbeen used to fund 

such conservation projects before. 

Criteria Analysis 

As stated before, the developers and first issuers of Green Bonds were the EIB and World Bank. 

Soon after, corporations and government agencies entered the market and started to issue Green 

Bonds to fund environmental projects. As of its inception the Green Bonds can be considered as 

a private sector instrument, however, since of the entrance of public players, their type depends 

now on the issuer. Even though the private sector is its developer and biggest issuer, Green Bonds 

can now be considered as a hybrid instrument. Furthermore, even when the issuers are private 

entities, public ones can still invest in Green Bonds. An example of that is a subscription of $250 

million World Bank Green Bonds by the California State Treasurer’s Office in September 2014 

(World Bank, 2014). 

Green Bonds function mainly as traditional bonds, with the proceeds being used to finance 

environmental projects. As with traditional bonds, Green Bonds have different timeframes, up from 

1 to 30 years, and as such, their categorization as short, medium or long term will depend on the 

timeframe of each individual bond. 

The advantage of Green Bonds for environmental projects is that they are able to capture not only 

investors with a higher risk profile, but also institutional investors (pension funds, for e.g.) which 

have an appetite for low-risk investments only. World Bank and EIB bonds, for example, have a 

Aaa rating , and within the Green Bond market, all bonds are rate BBBor above(RBC Capital 

Markets, 2014).  

Being the Green Bonds such a novel financial instrument (less than 10 years since its inception), 

questions remain about the amount of proceeds they are able to raise for environmental projects. 

Apart from a similar instrument from The Nature Conservancy – see Box 2 – Green Bonds haven’t, 

to date, been used to finance environmental conservation. The engagement of development 

banks, corporations and public agencies in an instrument that has seen $37 billion issued in 2014 

alone is no minor milestone, but it is somehow negligible when compared to the multi-trillion 

dollar global bond market. Therefore, it is not possible yet to reach a conclusion about the amount 

of funding this financial instrument is able to raise for environmental conservation, but the potential 

is big. 

 

 

Contextual Factors analysis 

In order for a Green Bond to be subscribed by an investor (or to be issued by an issuer)no political 

support is needed, nor do public institutions need to interfere in any step of the process. Therefore, 

political factors play no part in the Green Bond market, except for voluntary measures destined to 

incentivize issuing or investing in them – see discussion. 

Regarding economic and environmental factors, as pointed out before, Green Bonds have, to date, 

been used mainly to finance climate change mitigation and adaptation projects, with a focus on 

energy efficiency and renewable energy, and sustainable transport. The World Bank has a set of 

guidelines with 6 stages (see Graph 3) that goes from screening eligible projects to the reviewing 

and reporting on them after the proceeds were allocated. This set of guidelines are what the biggest 

issuer of Green Bonds to date uses in order to select projects for which the proceeds are going to 

be allocated to. There are no specific economic or environmental factors of Green Bonds (as 

opposed to DfES). However, the Green Bonds Principles states several categories for the allocation 

of proceeds to green projects, including sustainable land use, sustainable waste management and 
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biodiversity conservation. The screening, implementation and evaluation of the environmental 

projects financed through this instrument are of the sole responsibility of the issuer and the 

guidelines in place to assure the quality of the process are also of the responsibility of the issuer. 

This is one of the flaws of the financial instrument that are pointed out, and which will be discussed 

in more detail in discussion. 

Figure 5- The 6 stages program of the World Bank. 

 

Source: World Bank 

 

 

 

 

 

 

 

 

 

 

 

 

Box 3 – The Nature Conservancy’s Conservation Notes 

The Nature Conservancy’s Conservation Notes, although not being labeled as Green Bonds, function in a very 

similar way as this financial instrument.  

The Conservation Notes, first issued by The Nature Conservancy in 2012, are a fixed income financial product 

that channels funds to environmental conservation products worldwide. The Notes are graded by Moody’s as 

Aa2 with a minimum investment of $25,000 and with terms of 1, 3 and 5 years and with interest rates between 

0%-2% depending on the term. Their main target are investors with environmental and philanthropic goals and 

institutional investors looking for diversifying their portfolio. 

The Conservation Notes help finance TNC environmental conservation projects while also generating a fixed 

rate of fixed rate of interest for investors. The projects for which the funding is directed range from country to 

regional level, to conservation of natural areas and resources, to protection of wildlife and even poverty 

alleviation. The projects are measured in habitats preserved and restored and acres protected. 

The Conservation Notes are a good example of the application of the Green Bonds fundamentals to 

environmental conservation. They’re contribution to the market is obviously negligible but provide a clear 

picture of how such a complex instrument can be used to finance Protected Areas. 

Source: The Nature Conservancy and The Nature Conservancy (2012) 
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3.3 Discussion of the instruments: How to scale them up and their 

feasibility for Marine Protected Areas 

On the contrary of the Green Bonds, DfES are not a new instrument, and were already negotiated 

in order to finance MPAs – see Box 1.  

The two instruments, despite very different in their nature, can be important tools in a global effort 

to combat climate change and expand environmental conservation and restoration. Scaling them 

up thus is a key strategy to help close the funding gap of MPAs and to help finance environmental 

projects worldwide. 

Expanding DfES 

Expanding DfES is no easy task. They are very complex financial instruments that involve 

negotiations with two or more parties and are dependent on the willingness of debtors and creditors. 

Despite their disappearance has been avoided, the Highly Indebted Poor Countries (HIPC) 

Initiative represents a major threat to the scaling up of DfES as a means to finance environmental 

conservation. The HIPC initiative, created by the World Bank and the International Monetary Fund 

(IMF) in 1996, is an initiative that forgives large debt amounts of some of the poorest countries 

(being some of them biodiversity hotspots) in the world in exchange for their investment in 

education and health programmes(Convention on Biological Diversity, 2001; IMF, 2015). This 

large debt relief constitutes a threat to DfNS and conservation efforts because it has no 

environmental focus and thus debtor countries under this initiative (35 in total) have no incentive 

to allocate funds to environmental activities and conservation.  

To expand DfNS is going to require communication strategies in order to bring awareness to the 

finance ministries of indebted countries of the existence of instruments that allow a debt swap for 

domestic currency targeting environmental activities and conservation. These communication 

strategies should be developed by environmental interest groups and foundations interested in 

environmental conservation and climate change mitigation and adaptation. Examples of such 

interest groups that could be key players in this procedure could be The Nature Conservancy, WWF 

or Conservation International. 

Ultimately, DfNS will never be the answer that MPA managers and other agents involved in 

environmental activities and conservation are looking for when it comes to reach financial 

sustainability. But research proved that they are, nevertheless, a useful tool to fund 

conservation efforts and should be in the tool-box of every environmental manager in need of 

different sources of financial resources. 

Expanding Green Bonds 

Green Bonds are, on the contrary of DfNS, an innovative instrument first issued only 8 years ago. 

In their first year, less than $1 billion were issued, having this number grown to some impressive 

$37 billion in 2014, and with an expected issuance of $100 billion in 2015. Because of this, just 

talking about expanding Green Bonds is a paradox, since they’re issuance is actually growing at a 

fast rate. However, there are things that can be done in order to make them more transparent, widen 

their scope of action and make them a more effective tool for the funding of environmental 

activities. 

The Climate Bonds Initiative3 calls for public policies both on the supply as on the demand side of 

green bonds in order to grow the green bond market. Arguing that environmental projects are still 

seen as a novelty by investors, and therefore of a higher risk category outside the scope of 

institutional investors, they call upon governments to introduce policies that are able to reduce the 

                                                        

3The Climate Bonds Initiative is an investor-focused non-profit organization that works to mobilize the 

$100 trillion bond market to develop a large Green and Climate Bonds market. (www.climatebonds.net) 
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risk and make the projects more appealing for a wider audience of investors (“The role of 

policymakers,” n.d.). Amongst those policies they ask for government support in the elaboration 

of standards and principles that issuers of Green Bonds should follow. This can be a very useful 

way of tackling one of the biggest contingencies of Green Bonds: transparency. An issuer of a 

Green Bond doesn’t need to apply to any set of rules or guidelines to be able to call it “green” and 

thus, there is the risk that they could be used to fund environmentally neutral, or even harmful 

projects. 

Some call for a different role of the government, and state the it should have a more direct 

interference with the market, by investing in environmental projects in order to increment it, as 

well as by providing tax incentives and guarantees (which enhance the credit rating) to improve 

liquidity and reduce the risk of Green Bonds (RBC Capital Markets, 2014). 

Regarding their scope of action, Green Bonds have been used to fund a myriad of projects: from 

renewable energy and energy efficiency, to sustainable transport. However, to date, they weren’t 

used to fund environmental conservation even though that is one of the categories recognized 

by the Green Bonds Principles for the use of proceeds. The focus of institutions of the sort of 

the World Bank and the EIB in climate change mitigation and adaptation singles out other possible 

projects that could have a positive impact in climate change efforts. PA and MPA popularity grew 

with the critical state of the planet’s oceans and forests, created not only by land-use change and 

pollution, but also by climate change. Investing in them, and expanding them, should thus, be part 

of strategy designed to tackle these threats. The Nature Conservancy, through the Conservation 

Notes (see Box 2) was able to apply the Green Bond fundamentals and channel financing for 

environmental conservation in protected areas. It is therefore applicable to use Green Bonds as tool 

for a wider variety of projects. 

It can be said that more Green Project Bonds should be issued because they take the risk from the 

project itself and its assets, as opposed to the more traditional Green Bonds in which the risk is the 

one of the underlying institution (e.g. EIB); but this might not be of any applicability for 

environmental conservation projects that don’t generate cash-flows (no-take MPAs without 

tourism projects, for example), and for the ones who do generate enough cash-flows, the question 

remains if the credit rating they would be accredited with would be high enough to allow for 

interested investors and fair return rates. 

Feasibility for MPAs 

- Debt-for-Nature Swaps 

DfES are a hybrid, negotiation-complex instrument. They have been used to finance MPAs in the 

past (see Box 1), but they are not directly accessible to conservation managers and need the support 

and engagement of several actors in order to work. DfES have proved to be able to finance MPAs 

and PAs in general, however, they would maybe work best if they were included in a strategic 

regional/national network of MPAs (as in the case of Costa Rica), instead of trying to use them for 

individual MPAs. 

Since they are an instrument that involves negotiations amongst several actors with life-spans that 

can go up to 15 years and beyond (e.g. Guatemala 2006), and since they also depend on the 

political, social and economic characteristics of the region/country in which they are implemented, 

DfES should be used as a strategy for the long-term financing of the said network of MPAs.  

Regarding the characteristic of MPAs to be financed, the advantage of DfES is that they do not 

entail generation of cash-flows as a conditionality of a project. They only entail the creation of 

domestic currency for environmental conservation, and as such, they are able to be used to finance 

even the remotest MPAs that do not generate any type of cash-flow (if they are no-take, no-

recreational MPAs). 
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Therefore, DfES are able to finance MPAs and should be looked upon by environmental groups 

such as TNC and WWF as a reliable instrument capable of generating financial resources for 

MPAs, and especially for MPAs that do not generate any cash-flows. 

- Green Bonds 

In comparison with DfES, Green Bonds offer many advantages: they are accessible to MPA 

managers and thus, can be used to finance individual MPAs (they can also be used for a network 

of MPAs, here it depends on the strategy preferred); they can be used to finance them in the short, 

medium and long-term, so they can solve liquidity problems that might arise; and they are able to 

capture an ample set of different investors, with different risk-profiles and return-rates. This ability 

to capture several investor profiles allows them to target institutional investors (e.g. pension funds), 

development banks (e.g. World Bank or EIB), philanthropic institutions (e.g. TNC) or high-net-

worth individuals with an interest in investing in environmental activities and conservation. 

There are, however, obstacles in the use of Green Bonds for MPAs. Green Bonds have never been 

used to finance environmental conservation activities (even though the potential is clearly there, as 

the TNC Conservation Notes indicated). Depending on the type of Green Bond, they might only 

be able to finance MPAs that generate sufficient cash-flows to ensure adequate return-rates. Green 

“Use of Proceeds” bonds are able to finance projects without cash-flow generation mechanisms, 

however, they need to be issued by an institution like the World Bank, and then assigned the 

proceeds for the MPA, which is only possible after negotiating with the development bank, 

therefore not being directly accessible to the individual MPA manager. The Green Project Bonds, 

the type of bonds where the buyer buys the specific risk of the MPA (tied to its revenue generation 

and assets), is able to finance individual MPAs. However, they need to make sure they generate 

the necessary cash-flows to repay the investor, and even then, due to the fact that this type of 

investment in these kind of projects has not been tried before, they would probably have a much 

higher risk-return profile, and, therefore, the investment would only be accessible to high-net-

worth individuals willing to buy the inherent higher risk. 

Therefore, Green Bonds are able to finance MPAs, but still need to be studied more in depth in 

terms of their applicability. Environmental groups could focus their efforts in addressing 

development banks for the existence of MPAs in need of funding and the proven applicability of 

the Green Bonds fundamentals to finance conservation efforts in protected areas could be an 

argument for those banks to look at them as investable projects. An Ocean Bond could also be 

created, standing as a Green Bond dedicated to fund marine conservation projects on a global scale. 

Plus, Green Project Bonds should be further investigated regarding their feasibility, and here the 

question is, if the investors would be able to buy more risk than that of traditional Green Bonds in 

order to help finance these projects. 

 

 

4 The Future for Conservation Finance through Financial 

Markets 

This chapter will talk about the future of conservation finance through financial markets. New 

instruments being proposed and current and future market trends will be analysed in their potential 

for transforming the market and the actions different stakeholders may undertake as a consequence. 

The new financial instruments being proposed were found through a desk-study and  based on 

Gutman & Davidson (2007). The trends were found through literature review and consultations 

with the experts. The experts were interviewed to help to analyse the trends and the feasibility of 

the new instruments being proposed to finance future environmental projects. The interviewees 
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were also invited to state the conditions MPAs should meet in order to become investable products 

and what they thought the role of the government should be. 

4.1 New financial instruments being proposed 

The new financial instruments, through financial markets, being proposed to finance environmental 

conservation were taken from Gutman & Davidson(2007) and Parker et al. (2012), and were ranked 

according to their feasibility of being implemented in the future by the interviewees (an overview 

of the ranking system can be viewed in Annex B Interview Module). The new instruments being 

proposed are: 

 Taxes on financial transactions and in foreign exchange markets earmarked for 

enviromental conservation 

 Environmental Stock Exchange 

 Environmental Impact Bonds 

 Venture Capital for environmental projects 

 Global Premium Bonds 

 

Taxes on financial transactions and in foreign exchange markets earmarked for conservation 

First proposed by James Tobin in 1978, the Tobin Tax is a global tax on foreign exchange markets 

in order to disincentivize speculation on currency exchange rates.  Although it was not Tobin’s 

initial intention, many proponents call for a Tobin Tax earmarked for environmental conservation 

(Fisher et al., 2005). In the 1990s, Nobel Prize winner Richard Tobin of Yale University suggested 

a global tax on currency transactions earmarked for environmental conservation and poverty 

alleviation (Spergel, 2004). 

Others have called for a tax on financial transactions (e.g. on the buying and selling of equity) 

earmarked for biodiversity conservation (Streck & Parker, 2012). A proposal by the European 

Comission for an EU-wide financial transactions tax has been stumbling since 2011, but has gained 

momentum recentlyafter a joint effort of 11 EU countries tried to bring it back to the spotlight 

(Barker & Stafford, 2015). However, such proposal was meant to make the sector contribute more 

evenly for the cost of the european debt crisis, and thus had no reference to the earmarking of 

revenues for environmental conservation (European Commission, 2013).  

Almost all the interviewees expressed reservations about the feasibility of future implementation 

of taxes in financial and currency transactions earmarked for environmental conservation. 

Interviewee one stated that such taxes would be nearly impossible to implement in the United 

States, and interviewees 2 and 3 expressed doubts about the political will of decision-makers and 

the industry in implementing this kind of instruments for environmental conservation.In the end, 

all the interviewees found unlikely or very unlikely for this instrument to be implemented in the 

future. The only exception was interviewee 5, who thinks that these kind of taxes are useful not 

only from an environmental perspective, but also as a form of regulating the financial markets and 

compensating for their negative externalities, going so far as to state that, currently, financial 

markets are amoral. 

Parker et al., (2012) calculated that through a financial transaction tax on global transactions of 

equity, derivatives, bonds and currencies, at rates between 0.05% and 0.1%. could generate 

between $3.8 and $16.2 billion in revenue to fund environmental conservation. 
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Table 6- Grading of financial and currency transaction taxes 

Interviewees Grade 

1 1 

2 1 

3 2 

4 1 

5 4 

Note: Since the grading was the same for the 2 taxes in all of the interviews, they were grouped 

together as one in this table 

 

Environmental Stock Exchange 

An Environmental Stock Exchange (ESE)is simply a stock exchange in which the cost of raising 

capital for companies with an environmental purpose is reduced. The idea for an ESE comes from 

the Social Stock Exchange, an exchange in which companies that are engaged in impact investing 

can raise capital at lower costs. An ESE follows from recent calls for stock exchanges throughout 

the world to promote Environmental and Social Governance (ESG) practices in their exchanges 

(Morales & Tichelen, 2010).  

An ESE could have a direct impact on the financing of environmental activities and conservation. 

By allowing a company/institution to borrow/raise capital at lower costs, it could improve 

financing possibilities for environmental conservation which are typically considered high-risk, or 

unappealing projects, due to the difficulty of extracting cash-flows of such an activity. 

Amongst the interviewees this was a bit of an unkown instrument. Interviewees 1 and 4 stated that 

they weren’t aware of what an ESE is or what it would entail. Interviewee 2 expressed great 

confidence in it, stating that it would be a very useful instrument that could aggregate several 

similar types of projects together. In its turn, Interviewee 3 thinks that it is very unlikely that an 

ESE will be implemented in the future. As for interviewee 5, he suggested that an ESE should be 

a part of already existing stock exchanges, arguing that the creation of a whole new platform would 

imply a cost duplication, and therefore, increase the costs of borrowing/raising capital, thus 

defeating its purpose. 

 

 

Table 7- Grading of Environmental Stock Exchange 

Interviewees Grade 

1 0 

2 5 

3 1 

4 0 

5 2 
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Environmental Impact Bonds 

Environmental Impact Bonds (EIBs) are a financial instrument that applies the fundamentals of 

social impact investing to environmental projects. As Nicola explains it in his paper 

“Environmental Impact Bonds”(2013), an EIB is basically a “pay-for-success” scheme in which 

governments work in cooperation with private capital and philanthropic institutions in order to 

reach determined environmental goals. In a hypothetical situation, a private company would 

contract with a government and volunteer to reach pre-determined environmental goals in a 

protected area, and if the program implemented would reach the pre-agreed results, the government 

would pay a return to the investors. In this situation, the government would be paying for the 

success of environmental programs. 

When asked about EIBs, all interviewees rated their feasibility to be implemented in the future as 

likely or very likely. Furthermore, Interviewee 2 even stated that their appearance in the market is 

eminent. Interviewee 3 addressed concerns about the political will to pay for such programs and 

their abbility to have clear and measurable goals. Two of the experts are also actively working in 

the first implementation of EIBs. 

Table 8 - Grading of Environmental Impact Bonds 

Interviewees Grade 

1 4 

2 5 

3 4 

4 4 

5 4 

 

Venture Capital for environmental projects 

Venture Capital is, according to Sahlman(1990), a sum of professionally managed capital invested 

in equity of private enterprises at various stages of their development. In short, venture capital is 

capital invested in a company through an equity share. This type of capital is usually characterized 

as being invested in high-potential and high-risk enterprises. 

 According to interviewee 3, Venture Capital for environmental projects already exists, despite the 

fact that it is very much focused on startups that offer solutions for clean energy and has no relation 

to environmental conservation or protected areas (European Comission, 2013). This is an 

instrument where all the interviewees think there is a lot of potential and that it is only a matter of 

time until it is used to finance environmental conservation projects. What is necessary, first, is the 

appearance of more investable projects. 

Table 9 - Grading of Venture Capital for environmental projects 

Interviewees Grade 

1 5 

2 3 

3 5 

4 3 
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5 4 

 

Global Premium Bonds 

Global Premium  Bonds (GPBs) were proposed by Addison & Chowdhury(2003) as a debt 

instrument that would appeal to ethical investors. Based on the UK premium bond scheme, in 

which investors buy savings bonds with a return based on a random prize draw, a GPB would turn 

the UK scheme into a global one. With the argument that applying this instrument at a global scale 

is a complex process, they propose a single organization (e.g. World Bank) for the management of 

the bonds worldwide. The advantage of a GPB is that any person can be an investor and so can 

attract a larger pool of funds than, say, Green Bonds. Although they don’t propose the use of 

proceeds to environmental projects and environmental conservation, others have done so recently 

(Helm, 2015), albeit at a national scale.  

The difference between a GPB and a World Bank Green Bond, for example, would be the scale, 

the pool of investors that it is able to attract, and the way the investors get their returns. 

All the interviewees expressed confidence in the likelyhood of Global Premium Bonds to be 

implemented in the future and welcomed it as suitable instrument to finance environmental 

conservation. Only interviewee 4 was more doubtful due to matters of political will to implement 

such a complex funding scheme. 

Table 10 - Grading of Global Premium Bonds 

Interviewees Grade 

1 5 

2 5 

3 5 

4 3 

5 4 
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4.2 Present and future trends in the market 

In order to understand the way financial markets will develop regarding the financing of 

environmental conservation, it is important to analyse the current and future trends that will impact 

them. Through literature review, and consultation with the experts, three trends and one sub-trend 

were discovered: 

- Shrinking/insignificant government budget allocations 

- The increasing interest in the private sector in environmental projects 

 The need of managers in PAs to be educated not only in ecology, but also in 

financial management 

- The higher environmental awareness of the average person 

Shrinking/insignificant government budget allocations 

In the advent of the financial crisis of 2008, and its transition into a European debt crisis in the 

following years, a path of austerity was carved in Europe and in the US (although in different 

scales). This austerity claimed shares of government budgets dedicated to education, healthcare, 

investment, and, of course, environmental conservation (Streek & Schafer, 2013). 

Adding to the shrinking government budgets, biodiversity conservation has always had marginal 

allocations within government budgets, both in developed countries and in developing countries, 

and no countries with biodiversity hotspots within their borders ever allocated more than one 

percent of their total budgetto it (Convention on Biological Diversity, 2010).  

Graph 2– Expenditure in environmental protection (EU-28) 

 

Source: Eurostat 

Interviewee 1 considered that this trend is the one that iswill continue to impact the market the 

most, while seeing it go hand-in-hand with the sub-trend, and calls for government officials to be 

more aggressive and astute in finding new sources of revenue to fund environmental projects (e.g. 

through taxation of environmentally harmful activities). Interviewee 3 assumes that shrinking or 

flat government budget has been a certainty in the field for many years, and, even though it is an 

important trend, it is not recent and it is something that the market is adapting to. 
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The increasing interest of the private sector in environmental projects 

With the ever greater need of investing in climate change mitigation and adaptation, toppled with 

protecting the world’s biodiversity hotspots for the ecosystem services they provide, the private 

sector is designing new financing schemes and implementing diverse environmental problems, 

seeing that biodiversity conservation and climate change action can, too, offer interesting business 

prospects. 

In recent years we have seen the emergence of carbon markets, climate finance, research for greater 

efficiency in renewable energies, appearance of new sources of renewable energy and a decrease, 

albeit slow, in the depedence of fossil fuels. 

The increased interest of the private sector in environmental projects can be explained by several 

factors: 

- The emergence of ESG principles and ethical investors 

- The added marketing value of having a “green” brand or investing in “green” projects 

- The opening of business possibilities through technological development and better 

understanding of the value of ecosystem services provided to humans 

These three factors (amongst others) allied to more proactive government initiatives can help to 

explain the increasing interest of the private sector in environmental projects and in green financial 

products in North America and Europe (NATF, 2007). This trend can also be considered to derive 

indirectly from the higher environmental awareness of the average person (the 3rd trend to be 

analysed) and, thus, civil society and businesses with an environmental conscience will develop 

and invest in environmental projects and conservation. 

Interviewees 2 and 5 considered this as the most important trend in shaping the future of 

conservation finance through financial markets. Interviewee 5 gave the example of Costa Rica, 

stating that it is because of private sector initiatives such as eco-tourism that the country managed 

to achieve successful biodiversity conservation outcomes. 

Protected Area managers need to be educated also in financial management 

Initiatives that put a price on the services ecosystem provide to humans such as MEA (2005) and 

TEEB (2010), allied with the increased professionalization and financializationof environmental 

projects and activities, are requiring an increased familliarization of all the actors in the field with 

financial management techniques. This sub-trend can be considered to derive directly from the 

expanding interest of the private sector in the investment and development of environmental 

projects. This growing interest thus generates the need of PA managers to be able to communicate 

and collaborate with private sector professionals in a way that renders the environmental projects 

successful. 

To elaborate financial and business plans and introduce effective management in PAs in order to 

assure all the financial resources necessary can prove to be instrumental for their abbility to 

continue to provide ecosystem services and accomplish their part in environmental conservation 

(IUCN, 2000). However, interviewee 3 thinks that more important than the need for ecological 

managers to be educated in financial management and business, is the need for effective 

partnerships between the private sector and the communities around PAs. 

Interviewee 1, whom considers this and the first trend as the ones that are impacting/will impact 

the market the most, calls for protected areas which are more astute and educated in financial terms 

to tap into ever more diversified sources of revenue in order to meet their financing needs. 
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Interviewee 4 also thinks this is the most important trend, and considers this subject in a very 

pragmatical manner, stating that if managers aren’t well aware and educated, the investment done 

by the private sector will enccounter several obstacles and, therefore, won’t develop to its full 

potential, nor will their interest increase until a knowledge bridge can be built between ecological 

managers and private sector investors. 

The higher environmental awareness of the average person 

Presently, the public in both developed and developing countries is fairly educated in 

environmental issues (even when climate change is still a debate in the US). That awareness for 

environmental problems and human impact on ecosystems also results in an increased appetency 

for tourism in protected areas (Thapa, 2000; Sharma, 2014).  

Only interviewee 3 considered this the most important trend impacting the future of conservation 

finance through financial markets, stating that the higher environmental awareness of the average 

person, and especially of the decision-makers too, will prove to be fundamental for the future of 

environmental conservation.  

4.3 Implications for MPAs and the Role of the government 

In order to understand how MPAs should position themselves in this emerging, ever-changing 

market, experts were consulted on which conditions they should meet to become investable 

environmental projects. 

Governments too, play a key role here. They are the main actor of political life and even when they 

seem to be drawing out support from environmental conservation by letting the private sector fill 

in the gap, they always have a nuclear role and, thus, it is important to know how this role will 

develop.  

Implications for MPAs 

All the interviewees stressed that, in order to become investable projects and appealing to private 

sector instruments and initiatives, MPAs should develop a comprehensive business plan.  

Interviewee 1, following a different approach from the other experts, called for more “astute” park 

managers in accessing potential financial instruments and investors. 

Here, interviewee 2 stated that for an environmental project to become an investable one, future 

cash-flows should be identified. Interviewee 4 also pointed out how MPAs should have cash-flow 

generation mechanisms in place (e.g. user fees). 

Interviewee 3 declared that from an investor approach, it is important to identify the regulatory 

framework in place in the area where the MPA is located, as well as to be aware of the political 

and business conditions. 

In its turn, interviewee 5 stated the importance of a sound business plan, preferably with a 

successful pilot project as a benchmark, good staff and prestigious names on the supervisory board 

in order to build trust in the potential investors. Interviewee 5 also stressed the need to de-risk the 

projects to the lowest amount of risk possible referring to the fact that traditionally, investors prefer 

lower and stable returns to higher albeit more volatile ones. 
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In the end, the experts’ suggestions on how to make MPAs more investable projects can be 

summarized like this: 

 

Figure 6 - Conditions MPAs should meet in order to become investable projects 

 

 

The Role of the Government 

When asked about what the role of the government should be for the future of conservation finance, 

the experts divided themselves along two clear lines of action: the government as a regulator, and 

the government as a direct intervenient. 

Interviewee 1 referred mainly to governments of countries with MPAs, stating that those 

governments should instruct their officials to be more proactive in involving the different actors in 

the market for the sustainable financing of their MPAs. Those government officials should also set 

policies in place in order to improve the business and political conditions to incentivize potential 

investors.  

As for interviewee 2, the expert believes the government should act as a willing purchaser of pay-

for-success schemes like the EIBs, and the initiator of public-private partnerships. For this 

interviewee the government is a system creator, regulator and deliverer of funding of the last resort.  

Interviewee 3 suggests that the government should set a regulatory environment that is conducive 

for conservation finance and make sure that standards and guidelines are put in place and followed 

for the future financial instruments to work. The expert characterizes the government as a 

facilitator-regulator. 
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Interviewee 4 takes a more holistic approach explaining that the government should act as a bridge 

between the private sector and environmental projects by de-risking them and be a first instance 

investor. 

Interviewee 5 suggests a completely different approach, stating that it is not enough to have a 

regulator government or an intervenient one without constitutional principles for environmental 

conservation. The expert thinks that the government should act according to an ethical stance, 

stating that the biggest developments in the world come not from the market forces in themselves, 

but from politics. 

4.4 Discussion 

Parker et al., (2012) calculated that through a financial transaction tax on global transactions of 

equity, derivatives, bonds and currencies, at rates between 0.05% and 0.1%. could generate 

between $3.8 and $16.2 billion in revenue to fund environmental conservation. Although such a 

tax is technically feasible, the problem remains in the political will of decision-makers and industry 

acceptance of such an instrument. With shrinking/insignificant budget allocations, this appears to 

be a good way of governments to increase and diversify their revenue sources destined to 

environmental conservation, but this also implies a specific role for the government: the 

government as a direct intervenient in the market. From the interviews only interviewee 5 seemed 

keen on the use of such instrument and of such a role for the government. If the government is to 

act as a regulator, it is highly unlikely that such instrument will ever be put to use. 

An ESE is a bit of an unknown instrument between the experts but it seems to have a good potential 

of enhancing financing for environmental conservation by allowing access to lower costs of capital 

raising and/or borrowing for green businesses and, potentially, protected areas. Interviewee 5 

raised an interesting question regarding the process in which an ESE would appear, if a separate 

(and thus more costly) platform, or integrating already existing stock exchanges. Following recent 

calls for stock exchanges around the world to promote ESG practices in their exchanges, the 

appearance of an ESE seems to be eminent. It is possible to say that this instrument indirectly 

derives from the last two trends analyzed and that it should be of easy implementation whatever 

role the government assumes. 

EIBs are one of the most popular future potential instruments amongst the interviewees, two of 

them even stating that they are working to make them happen. Despite being a very sensible format, 

as interviewee 2 puts it, EIBs seem, just as an ESE, to be arriving at markets soon. How politically 

supported they will be, what scale will they achieve, and what return rates they will have is still 

uncertain, but political will to endorse a pay-for-success scheme such as this one will definitely 

proove instrumental. What is certain is that in order to be successful EIBs have to have clear and 

measurable goals and support from government agencies in what can almost be called a Public-

Private Partnership. EIBs seem, however, also have the potential to cut government programs and 

budget allocations destined to environmental conservation, in the sense that if they ever acquire a 

global scale, the private sector might substitute the government as the initiator and main investor 

of environmental conservation programs. A concern that interviewees, though, didn’t share. The 

EIBs are the cornerstone instrument that derives from the increased interest of the private sector in 

environmental projects. However, they still need a government that is willing to pay the end-bill. 

In this situation, a government that directly interferes with the market would probably be not 

very interested in relegating its functions of biodiversity conservation to the private sector, 

only paying the end bill. 

Venture Capital for environmental projects is still very much disagreggated and, according to 

interviewee 2 stating that the problem is that venture capital return rates are very high, being 

necessary to find environmental projects that pay out large amounts of cash. Interviewee 1 explains 

that there is a clear interest from venture capitalists to invest in environmental projects but the 
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problem is that there are not enough projects nor investable areas, so the possibility of this type of 

capital to move in is extremely high, but projects with the right risk-reward balance don’t exist yet. 

The problem with venture capital to finance environmental conservation is precisely the risk-

reward balance: environmental conservation projects are usually projects with a high-risk and a 

low-return on investment and, therefore, this instrument alongside with the financial transactions 

and currency transactions taxes, seems to be the least promising one in the future, even though all 

the interviewees seemed confident about it. As with EIBs, Venture Capital derives from the higher 

interest of the private sector in environmental projects and is suitable of working with both 

government roles. 

Regarding Global Premium Bonds, in order to develop it is necessary that a single global 

organization is willing to introduce them to the market. They were popular amongst interviewees 

and the ability of appealing to a larger pool of investors than Green Bonds seems to indicate a big 

potential to finance environmental projects and environmental conservation. 

According to the experts, the need for the PA managers to be educated in financial management 

and the increased interest of the private sector in environmental projects seem to be the 

mostimportant trends impacting the market. The shrinking government budgets/insignificant 

budget allocations seem to be a certainty and an expected outcome for the experts in the field, and 

only one of them considered it to be the most important trend. The same holds for the higher 

environmental awareness of the average person, and here, the increased appetency for tourism in 

protected areas, can be a driving force in their path for the achievement of a sustainable financing 

strategy, especially in developing countries. 

With the four trends analyzed and with two possible roles for governments to enact, MPAs have 

to be astute if they want to tap to the emergent possible financing sources from the financial 

markets. They have to assume that shrinking/insignificant budget allocations will continue to exist 

and that the increased interest of the private sector for environmental projects will ultimately be 

the way they can find new funding opportunities. In order to be ready for the future, they have to 

elaborate a sound business and financial plan, identify the regulatory framework within which 

they work in order to de-risk possible investments in them and indentify present and future 

cash-flows. Out of the new instruments being proposed, MPAs can continue their old model of 

management only with the taxes earmarked for environmental conservation and with the Global 

Premium Bonds. 

Environmental groups such as the WWF should be aware of the eminent appearance of EIBs and 

ESE and lobby for them implementation of financial transaction taxes and taxes on foreign 

exchange markets. With Venture Capital and GPBs the future is a bit more uncertain because 

while the former asks for high rates of returns that most of the MPAs might not be able to provide, 

the latter implies a large scale negotiation and implementation process done at a global level and 

orchestrated by a multilateral development bank. These groups should also be aware of potential 

political shifts that might change the way the government positions itself within the market in 

order to identify public funding possibilities (or the elimination of these). 
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5 Conclusion and Recommendations 

This chapter will summarize the key findings of the report, discuss the present and the future of 

conservation finance through financial markets and make recommendations for environmental 

organizations such as WWF, and for future research. 

The Present and Future of Conservation Finance 

In order to understand the future for conservation finance through the financial markets, one has to 

look at the present. Surprisingly, today, only two instruments through the financial markets exist 

to finance environmental conservation: Debt-for-Nature Swaps and Green Bonds. However, 

several new instruments are being proposed and the market is changing and adapting to new 

developments that create new paradigms in the path towards the financial sustainability of MPAs. 

The new instruments being proposed are: 

 Taxes on financial transacation and in foreign exchange markets earmarked for 

enviromental conservation 

 Environmental Stock Exchange 

 Environmental Impact Bonds 

 Venture Capital for environmental projects 

 Global Premium Bonds 

From these instruments, the ones identified as the most promising ones were the EIBs and the ESE. 

The instruments will ultimately be affected by the four trends analyzed: 

1. Shrinking/insignificant government budget allocations 

2. The need for PA managers to also be educated in financial management 

3. The increasing interest of the private sector in environmental projects 

4. The higher environmental awareness of the average person 

As well as for the role the government will assume within the market: direct intervenient or 

regulator. 

 

Conclusions 

DfES have been used to finance environmental conservation and MPAs before.  

They are a non-market instrument that involves several actors in a long negotiation process and 

should therefore be part of a long term strategy for a network of MPAs, instead of being used to 

finance individual MPAs. Box 1 provides an example of a successful DfES in Costa Rica that was 

used to finance and expand MPAs at a country-level. 

If governments shift their policies of work towards acting more as regulators and intervening less 

in the market, it is expected that DfES may become extinct in the future. Therefore, environmental 

groups such as WWF should lobby the finance ministries of indebted countries in order to make 

them aware of the existence of such debt-relief instruments with environmental goals. They can 

also lobby developed countries to continue to use them. 

In the end, DfES will not be the ultimate answer that MPA managers need in order to close the 

funding gap, but they can definitely be another tool in their tool-box. 
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Green Bonds haven’t been used to finance environmental conservation, despite that being a 

key area identified on the Green Bonds Principles, but TNC applied their fundamentals to 

finance the organization’s PAs. 

Green Bonds are a private, usually low-risk, instrument that has been growing at a fast pace. 

Despite the fact that they haven’t been used yet to finance environmental conservation, TNC 

proved their feasibility with the Conservation Notes (see Box 2). 

Green Bonds also have the abbility to attract a wide audience of investors, from conservative ones, 

to those who endure more risk in their investment portfolios.  

MPA managers and environmental groups such as the WWF should address the multilateral 

development banks (e.g. World Bank) issuers of Green Bonds, pointing out the existence of 

enviromental conservation projects in need of funding and the successful example set by TNC. 

An Ocean Bond could also be created, standing as a Green Bond dedicated to fund marine 

conservation projects on a global scale. 

Taxes on financial transactions and on foreign exchange markets seem to require a 

government that acts as an intervinient in the market and are viewed with skepticism by the 

experts interviewed. 

If the government is to act as a regulator, it seems highly unlikely that these taxes will ever see the 

light of day. 

An ESE and EIBs implementation in the market seem to be eminent. 

Both of these instruments derive from the increasing interest of the private sector in environmental 

projects. In the case of EIBs, two of the experts interviewed are actively working in the first 

implementation projects.  

The ESE has the advantage of being able to combine with different government roles. 

In the case of the EIBs, a government that directly interferes with the market would probably be 

not very interested in relegating its functions of biodiversity conservation to the private sector, only 

paying the end bill. 

Venture Capital and GPBs are very popular amongst the experts interviewed, but while the 

former needs environmental projects that can generate high rates of return on investment, 

the latter can appeal to an even bigger pool of investors than Green Bonds. 

Venture Capital for environmental projects is also an instrument that derives from the higher 

interest of the private sector in these, but its feasibility to finance environmental conservation, and 

specifically MPAs, remains a question, due to the high rates of return these kind of investors 

traditionally ask. Venture Capital is suitable, however, to work with both government roles. 

GPBs seem a very promissing instrument, only being delayed by their rather difficult and complex 

implementation. 

According to the experts, the most important trend impacting the market seems to be the 

increased interest of the private sector. 

With the shrinking/insignificant government budget allocations being a certainty in the past 

decades for those who work in the field. 

Recommendations 

In order to become investable projects, MPAs should elaborate a sound business plan, 

identify present and future cash-flows, de-risk their projects to the maximum extent possible, 

and identify the political and regulatory frameworks within which they work. 
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If MPAs do not adapt their management processes to the new paradigms in the market and 

instruments being proposed, it is likely that they will only be able to access the funds earmarked 

by the financial transactions and foreign exchange markets taxes and GPBs: the two instruments 

that seem more farther away from being implemented than the others. 

To close their funding gap and work towards the sustainable financing of their operations, MPAs, 

they should, according to the experts, implement the processes indicated above, if they want to be 

able to tap into the new and emerging potential financing sources. 

Environmental groups such as the WWF should be aware of the eminent appearance of EIBs 

and ESE and lobby for the implementation of financial transaction taxes and taxes on foreign 

exchange markets. 

These groups should also be aware of potential political shifts that might change the way the 

government positions itself within the market in order to identify potential public funding 

possibilities (or the elimination of these).  

Further research should focus on a more in-depth study of the feasibility of the new 

instruments being proposed for MPAs. 

And on the conditions MPAs should meet to access them: what entails a sound business plan for 

an environmental conservation project? Which regulatory frameworks are more favorable to them 

and which aren’t? What measures should they put in place in order to de-risk the project to the 

maximum extent possible? 

These are all questions that still need to be answered in order for MPA and PA managers to be able 

to adapt to the ever-changing ever-developing market that is conservation finance through financial 

markets. 

Also, it would be interesting a more in-depth case study about TNC’s Conservation Notes and the 

way they applied the Green Bonds fundamentals to the financing of the organization’s PAs. 
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6 Conclusion 

This Research Project tried to paint a picture of the present of conservation finance through 

financial markets, and of its future. To do so, a desk-study and interviews with experts from the 

field were conducted. 

To do so, financial instruments for environmental conservation through the aforementioned 

markets were discovered and analyzed. Surprisingly, the market is still a very young emerging one, 

comprised of only two instruments: Debt-for-Nature Swaps and Green Bonds. And whilst the 

former instrument has been around for decades, Green Bonds only saw the light of day in 2007. 

Also, Green Bonds haven’t been, to date, used to finance environmental conservation projects 

(although it’s one of their key areas of interest according to the Green Bonds Principles). 

For these instruments to be scaled up in order to accompany the expansion of MPAs, 

communication strategies should be developed to make financial ministries of indebted countries 

aware of the possibility of trading debt for domestic currency for environmental conservation, and 

to make multilateral development banks (the biggest issuers of Green Bonds) aware of the use of 

the fundamentals of Green Bonds (through the TNC’s Conservation Notes) for the financing of 

protected areas. 

Regarding the future of the market, new instruments are being proposed; the most promising ones 

(according to the experts interviewed) being Environmental Impact Bonds, Venture Capital for 

environmental projects and Global Premium Bonds. An Environmental Stock Exchange also 

appears to be eminent. The trends that are already impacting it and will continue to do so in the 

future are three, with one sub-trend: shrinking/insignificant government budget allocations, the 

increased interest of the private sector in environmental projects with its sub-trend being the need 

for Protected Area Managers to be educated not only in ecology but also in financial management, 

and finally, the higher environmental awareness of the average person. The experts considered the 

second trend mentioned as the most important one for the future. 

In order to become investable projects and be able to access some of the instruments presented, 

MPAs should develop a sound business plan, identify present and future cash-flows, de-risk their 

projects to the maximum extent possible, and identify the regulatory framework and political 

conditions within which they work. 

The role of the government was also analyzed in order to understand how the market will develop. 

Here, it is difficult to pinpoint a clear role for it. From the interviews it could be gathered that 

experts in the field look at the future role of the government as one of regulating authority, opposed 

to one where it would be a direct market interferer. Within this “regulator” role, it is expected that 

instruments such as taxes on financial transactions and foreign exchange markets will hardly see 

the light of day. 

Concluding, environmental groups such as WWF should be aware of the eminent appearance of 

Environmental Impact Bonds and of an Environmental Stock Exchange, and of political shifts that 

might change the way governments position themselves in the market. Future research could try to 

study more in-depth the conditions that MPAs should meet in order to become investable projects. 

It would also be interesting a more in-depth case study on TNC’s Conservation Notes in order to 

make the case for multilateral development banks to look at environmental conservation projects 

as possible areas for the assignment of Green Bonds proceeds.  
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Annex A List of Abbreviations 

CI – Conservation International 

DfES – Debt-for-Nature Swap 

EIB – European Investment Bank  

EIBs – Environmental Impact Bonds 

ESE – Environmental Stock Exchange 

ESG – Environmental and Social Governance 

GPB – Global Premium Bond 

HIPC – Highly Indebted Poor Country 

IMF – International Monetary Fund 

INGO – International Non-Governmental Organization 

MPA – Marine Protected Area 

PA – Protected Area 

TNC – The Nature Conservancy 

WWF – World Wide Fund for Nature 
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Annex B Interview Module 

 

This interview is part of the Research Project “Closing the Funding Gap: How can the financial 

markets help to finance marine protected areas”. I am conducting it as part of an internship in 

WWF – Netherlands and as a Master Thesis at VrijeUniversiteit Amsterdam. This research 

involves categorizing already existing instruments to finance environmental activities and 

conservation through financial markets, and to understand how they can be scaled up and how 

the market will develop in the future. 

Your information will remain strictly confidential and the interview has an approximate duration 

of 20 minutes. 

Thank you for your cooperation, 

Manuel Vilhena de Carvalho  
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1. Rate these financial instruments for environmental projects regarding their feasibility to 

be implemented in future environmental projects. 

Scale 0 = Don’t know 1 – Very unlikely 5 – Very likely 

 

Financial 

Instrument 
0 1 2 3 4 5 

Environmental 

Stock Exchange 

      

Global Premium 

Green Bond 

      

Taxation of 

financial 

transactions  

      

Environmental 

Impact Bonds 

      

Venture  

Capital 

      

Currency 

transaction tax 

(tax in foreign 

exchange 

markets) 

      

 

2. How to develop the financial instrument(s) that you rated 4 or above? 

 

3. What conditions should marine environmental projects meet to become investable 

projects? 

 

 

4. Currently, it is possible to devise 4 trends for the conservation finance market: shrinking 

Government Budgets; the need of managers of Protected Areas to be educated not only 

in ecology, but also in financial management; the increasing interest of the private 

(business and finance) sector in environmental projects; higher environmental awareness 

of the average person. 

 

4.1 Which of these trends do you think will ultimately be more important in shaping 

the future for conservation finance? 

 

4.2 Can you think of any other trends that will help to shape that future? 

 

4.3 What should the role of the government be in the future for conservation finance 

through financial markets? 
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Annex C Protected Area categories and management goals 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

  

Box 3 – IUCN PA categories 

Category I 

Ia: A terrestrial and/or marine area possessing outstanding 

or representative ecosystems, physiological or geological 

features and/or species available primarily for research 

and/or environmental monitoring. 

Ib: A wilderness area is an area of unchanged or slightly 

changed sea and/or land maintaining its character and 

influence, which is preserved and managed so as to 

maintain its natural condition. (Strict Nature 

Reserve/Wilderness Area) 

Category II 

An area of sea and/or land which (a) protects the ecological 

integrity of one or more ecosystems for present as well as 

future generations; (b) excludes occupation or exploitation 

hostile to the function of the area; (c) provide support for 

visitor opportunities which are culturally and 

environmentally compatible. (National Park) 

Category III 

An area containing at least one natural or cultural feature 

of outstanding value due to its rarity and/or aesthetic and/or 

representative and/or cultural qualities. (Natural 

Monument) 

Category IV 

An area of land/sea within which intervention for 

management objectives occur to ensure the meeting of 

requirements for specific species or habitats. 

(Habitat/Species Management Area) 

Category V 

An area with coast and sea where the interaction of people 

and nature has produced ecological, aesthetic and/or 

cultural value. (Protected Lanscape/Seascape) 

Category VI 

An area that provides a sustainable stream of natural 

services to meet community necessities while being 

managed to guarantee long term conservation and 

protection of biological diversity. (Managed Resource 

Protected Area) 

Source: IUCN (2000) 
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Table 11- Management goals and IUCN PA categories 

Management 

Goals 

IUCN PA categories 

 

Scientific 

research                 

Ia Ib II III IV V VI 

1 3 2 2 2 2 3 

Wilderness 

protection 

2 1 2 3 3 - 2 

Preservation of 

species and 

genetic 

diversity 

1 2 1 1 1 2 1 

Maintenance 

of 

environmental 

services 

2 1 1 - 1 2 1 

Protection of 

specific 

natural and 

cultural 

features 

- - 2 1 3 1 3 

Tourism and 

recreation 

- 2 1 1 3 1 3 

Education - 2 2 2 3 - - 

Sustainable 

use of 

resources from 

natural 

ecosystems 

- 3 3 - 2 2 1 

Maintenance 

of cultural and 

traditional 

attributes 

- - - - - 1 2 

Key: 
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1 Primary objective  2 Secondary objective  3 Potentially applicable objective  

 - Not applicable 

Source: IUCN (2000) 
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