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Executive Summary

The conservation, restoration, and sustainable management of blue carbon ecosystems are critical
to addressing the intertwined crises of climate change and biodiversity loss. Actionable blue carbon
ecosystems (BCEs) are considered mangrove forests, seagrass meadows, and tidal salt marshes, all
of which have exceptionally high carbon sequestration potential per unit area and offer a range of
benefits for communities, biodiversity, and climate adaptation and resilience.!

However, efforts to fully capture BCEs’ value and secure the ongoing delivery of their ecosystem
services remain limited, due to a complex set of barriers. Among these is a real or perceived lack of
financing options to bring BCE projects to life and sustain the benefits they bring in the long term.

In fact, the suite of financing approaches available for BCE projects is broad and diverse. Carbon
market approaches are often the most recognized financing solution for BCEs yet are not applicable
or optimal everywhere. Only 1% of carbon credit transactions on the voluntary market to date are
from blue carbon.? Thus, it is opportune to consider locally relevant opportunities (and barriers) for
other financing options, which is why other innovative financing approaches, referred to as non-
carbon market approaches (NCMAs), are the focus of this report.

A policy primer from the same lead authors of this report provides a succinct introduction to NCMAs
for BCE projects and their utility. It is also recommended that all projects should aim to meet the
High-Quality Blue Carbon Principles and Guidance and utilize the Practitioner's Guide as a tool to
help achieve it.

This deep-dive report intends to help decision-makers and implementers at national, subnational,
and local levels gain an understanding of the wide variety of NCMA types and financing instruments
that could support BCE projects at the local level, including the critical enabling conditions that are
necessary for a successful project. The report emphasizes the following key messages:

- Effective conservation, restoration, and sustainable management of blue carbon ecosystems
are powerful nature-based solutions (NbS) that can support action towards global challenges
like climate change, biodiversity loss, and sustainable development.

- Simultaneously, such projects can bring strong benefits for local communities when projects
are appropriately designed for the local context and environmental conditions.

- This report outlines a range of non-carbon market financial instruments, each offering distinct
opportunities to catalyze investment in blue carbon ecosystems.

- Financing instruments for BCE NCMAs depend highly on the local context, community
engagement and buy-in, and the foundational enabling conditions that underpin whether a
project or financial instrument will be successful.

- The consideration of enabling conditions provides an approachable and helpful lens when
assessing which financing approach/es to pursue. Their consideration further reiterates the
necessary early-stage steps to ensure a high-quality BCE project.

- While enabling conditions are essential, the report emphasizes that many NCMA instruments
are already being piloted or applied in coastal contexts, offering real-world examples that can
inform replication, scaling, and adaptation to local needs.

- BCE projects are often conflated with carbon market approaches, and thus many BCE NCMAs
are not yet well-understood or optimally used. This report aims to demuystify NCMAs and
provide a broader understanding of various alternative financing approaches that fall under a
BCE project umbrella.
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Introduction

Blue carbon ecosystems (BCEs) refer to mangrove forests, seagrass meadows, and tidal saltmarshes. These
coastal ecosystems are not only highly effective carbon stores® but also provide a wide range of other
ecosystem services,*® including protection against sea level rise and tidal surges, support of fisheries, a
source of harvestable resources, income through tourism, and cultural, spiritual, and aesthetic value — to
name a few.

Projects that conserve, restore, and/or sustainably manage BCEs can help recognize and protect these
important services. There is growing global attention on such projects as effective means of mitigation of
and adaptation to climate change — related actions are also known as coastal nature-based solutions (NbS).

Increasingly countries are including blue carbon targets within their Nationally Determined Contributions
(NDC)s® for climate mitigation and adaptation action as well as in their National Biodiversity Strategy and
Action Plan (NBSAP). However, national policy commitments are not universally translated into impactful
action globally at a sufficient pace’
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Financing is a very common limiting factor for conservation and restoration.® BCE projects have traditionally
relied upon grant-based financing, but grants are rarely reliable in perpetuity and, in isolation, can foster a
dependence on external inputs, rather than creating a self-sustaining economic system. Carbon markets
may be the most widely known and utilized approach to monetize the protection of BCEs over the long term
but are not always the most optimal or feasible for many areas. It is estimated, at today’s market prices, that

only about 20 percent of the world’'s mangrove forests (2.6 million hectares) could be protected through
carbon finance projects.®

Non-carbon market approaches (NCMAS) provide alternative and sometimes complementary means that
may better fit local and regional contexts and draw on aspects of the wider services provided by ecosystems
beyond carbon. The purpose of this report is to introduce readers—in particular, national and regional
policymakers and practitioners—to the range of funding approaches available and help inform the decision-
making behind the financing and implementation of BCE projects.

The first sections of this report define NCMAs in the context of the report, explore the principal conditions that
can help a decision-maker choose between carbon market, non-carbon market, or combined approaches,
and provide an overview of necessary enabling conditions for NCMAs. The report also provides a deeper
look into the range of NCMAs, many accompanied by case studies and an outline of their specific enabling
conditions. While many of the NCMAs in this report can apply to all ecosystem types, the case studies are
specific to coastal and marine environments. The intent is to provide decision-makers and implementers with
an overview of options to determine which financing approach/es are optimal for their project.
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What are non-carbon market
approaches?

Non-carbon market approaches (NCMAs) refer to any financing strategy for blue
carbon ecosystems that does not involve the trade or transfer of carbon credits.
Instead of relying on unitized carbon assets, these approaches mobilize capital
through other mechanisms—such as ecosystem service payments, commercial
activity, public funding, or philanthropic investment.

For example, a mangrove restoration project may generate value through
sustainable harvesting of honey, mollusks, or fish, or attract funding through
emerging mechanisms linked to biodiversity, resilience, or water services. Many
NCMAs use blended finance structures that combine philanthropic, public, or
commercial capital, often tied to specific financial returns or conservation
outcomes.

NCMAs and carbon market approaches are not mutually exclusive; in fact, they
form a complementary suite of solutions for financing BCE projects.' The decision
to pursue one or the other—or a combination of both—depends on local context,
project goals, enabling conditions, and financing types. This report aims to help
decision-makers understand when and how different approaches apply, and how
they can be used to drive effective, equitable conservation at scale.

’
© Paul Hilton / ConservationtInteraational
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1 Opportunities for integrating carbon market and non-carbon market finance approaches vary by financing type and may not always be feasible. For example,
under the Paris Agreement, combining Article 6 market-based approaches (Article 6.2 or Article 6.4) with non-market approaches under Article 6.8 for a single
project is not feasible, as a country needs to determine if an activity falls under a market- or non-carbon market approach. Additionally, integration of NCMAs may
be more feasible within Voluntary Carbon Market projects than in compliance markets, or between multiple NCMA approaches.
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CARBON MARKET OR NON-CARBON MARKET APPROACH?

While carbon market approaches may typically come to mind first when considering blue carbon ecosystem
project types, the generation of a carbon credit or carbon asset may not always be a viable project pathway.
Additionally, there are instances in which non-carbon market approaches may be needed to support project
readiness in the path to carbon market financing. A range of factors may render carbon market approaches
unsuitable in some BCEs, yet this should not discourage BCE project implementers or investors, as NCMAs
offer a broad suite of alternative and equally robust and valid potential project pathways, that may prioritize
other ecosystem services and environmental and social benefits.

To decide whether a carbon market, non-carbon market, or combined approach? is feasible and optimal
when establishing a project, there are several factors to consider. Given that carbon market approaches
have a narrower scope than NCMAs, a good place to start is through examining the factors that may make
a project unsuitable for a carbon market approach.

This section explores enabling conditions for carbon market approaches, specifically those that draw on
the ability of BCEs to sequester carbon. If a potential project does not fulfill all these enabling conditions,
then a non-carbon market approach could be preferable. Some NCMAs may also be unsuitable for similar
reasons, but exploring these pathways remains worthwhile given the breadth and variety of NCMAs. The
specific enabling conditions for NCMAs will be outlined later in this report. Additionally, approaches that
combine carbon market approaches and NCMAs are increasingly common and can bring unique benefits.

The most significant conditions that need to be considered for a carbon market project, which may not be
necessary or relevant for some or all NCMAs, are explored on the following two pages:
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2 See Footnote 1 for additional considerations for activities under Article 6 of the Paris Agreement.
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CARBON MARKET ENABLING CONDITIONS

Additionality, leakage and permanence. Carbon
market projects depend on robust risk assessments
to qualify the following:

the extent to which project
activities reduce or remove greenhouse gas
emissions directly due to revenue from the
sale of carbon credits. This includes
demonstrating that project activities are not
mandated by existing laws, regulations, or
policies, among other criteria. Verifying
additionality can be challenging, especially
for conservation-focused projects, because it
requires providing strong evidence for likely
counterfactuals (what would have happened
in the absence of the intervention).® Areas
under strong environmental stewardship
where healthy carbon-rich ecosystems are
already maintained may not be eligible for
carbon market approaches, given that the
absence of the proposed project would not
necessarily lead to carbon release;" though
thankfully, crediting approaches are evolving
to solve this paradox.”
the extent to which project activities
cause greenhouse gas emissions elsewhere,
outside the project areaq, typically through the
displacement of anthropogenic activities.

The duration of time over which
the greenhouse gas emission reductions or
removals will remain, and the existence of
measures to address any potential reversals
(i.e. becoming a carbon source rather than
carbon sink in the future).

These factors all need to be modelled to determine
appropriate measures to mitigate potential risks
(e.g. the use of buffer pools of unsold credits, among
others). These may be particularly challenging to
demonstrate in dynamic coastal environments.™

Fulfillment of further eligibility criteria. Carbon
market projects follow selected methodologies, all
of which have their own specific requirements. This
means that though projects may not be feasible or
eligible when using one methodology, they may be
under others. Some of these methodologies are
applicable worldwide, while some are only used by
specific nations. Also, depending on the intended

use of the credits, there could be specific
requirements for additional enabling conditions to
be in place for given carbon markets. That will be
the case, most notably, for credits to be transferred
under Article 6 of the Paris Agreement. It is also
important to note that combining Article 6 market-
based approaches (Article 6.2 or Article 6.4) with
non-market approaches under Article 6.8 for a
single project is not feasible, as a country needs to
determine if an activity falls under a market- or non-
carbon market approach.

Environmental and social safeguards. From the
outset, projects should intend to establish
frameworks to minimize negative impacts and
maximize positive outcomes ensuring no net harm.
Social safeguards typically require that projects
protect human rights, avoid discrimination and any
illegal practices, respect local customs and
institutions, ensure consultations are inclusive, and
follow a Free, Prior and Informed Consent (FPIC)
process. Environmental safeguards require that
projects protect intact and high conservation value
ecosystems and follow all relevant environmental
regulations.® Components of these frameworks may
include benefit sharing mechanisms, grievance and
legal redress mechanisms.

Institutional Arrangements. Before trading can
occur, countries need transparent registry systems
to account for the trade and retirement of credits,
and measurement, reporting and verification (MRV)
systems.™ Long-term management plans are
required by all high-quality standards.

Credit generation benefits outweigh project costs.
Project scenarios must indicate that after
permanence, leakage, and additionality are
considered, the project will secure sufficient carbon
emission reductions and/or removals to be deemed
financially viable. Uncertainty in these projections
typically leads to deductions to projected credit
quantities, even if co-benefits (e.g. adaptation and
resilience services) are strong.® Combined carbon
market-NCMAs that incorporate further ecosystem
services into valuation methodologies can help
make projects viable under carbon market
constraints.
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Enabling policy conditions.

A compatible policy basis is needed to enable
the generation and trade of high-quality carbon
credits. Depending on which carbon markets
are concerned, countries may also need to
meet requirements for emission reductions and
removals from domestic carbon market projects
to be transferred internationally for use towards
another country’s NDC targets, for CORSIA
(Carbon Offsetting and Reduction Scheme for
International Aviation), or “other purposes”
including the voluntary carbon market,” to
avoid the reductions being double counted
(while only generated once).®
A clear

understanding of land ownership and carbon
rights is essential to carbon market projects.
For BCE projects, land tenure is often more
complicated because coastal ecosystems
typically involve multiple stakeholders, and
statutory land titles may overlap or conflict with
the customary tenure holders or users.® Titles
may not even exist at all given that coastal
ecosystems are dynamic environments; some
subtidal environments (e.g. seagrasses) may
be classified as seabed. These ecosystems
may be designated a public good and/or
owned by the state and identifying the
managing agency or agencies may be
challenging. Carbon rights may not be explicitly
defined under national laws, be implemented
in practice, or allocate benefits to local
communities.?°

There may
be a need for clarity, typically at the domestic
policy level, over definitions of carbon fluxes,
sinks and sources, and how these are included
within national databases or registries. This
determines how carbon credits can be
generated within specific contexts.

Given that REDD+ efforts
often provide effective pathways for carbon
market projects, there is a need to ensure
policy coherence, effective governance
structures, and complementary goals and
methodologies across these approaches. This
is especially relevant for carbon market
projects that aim to contribute to Article 6 or
CORSIA requirements.

Carbon accounting protocols. BCEs are highly
dynamic, both over short timeframes (e.g. tidal
variation) and long timeframes (e.g. sea level rise,
salinization, coastal development etc.).?' This makes
certain aspects of carbon sequestration challenging
to accurately measure and model, in particular
belowground carbon sequestration and carbon
fluxes in and out of the ecosystem.?? It is important to
measure and model these aspects accurately to
avoid overestimation of credit potential and to limit
uncertainty deductions that reduce the number of
credits available. When in-depth modeling and
measurement is not possible, methodologies provide
conversion factors to avoid overestimation, but these
do carry a degree of uncertainty.

Project scale. As previously discussed, projects must
be able to demonstrate sufficient carbon emission
reductions and/or removals to be deemed financially
viable. Smaller-scale projects may not produce the
necessary volume of credits to warrant the costs of
accreditation and ongoing MRV as a carbon market
project. To address these constraints, some market
methodologies allow for aggregation or grouping of
multiple smaller-scale projects under a single
methodology or the bundling of projects using
differentmethods under a common carbon abatement
contact. In both instances, aggregation may help to
improve the financial viability of projects by
distributing transaction costs across a portfolio of
projects—for example, by allowing a single validation
for multiple projects in the same geographic area or
combining of monitoring and verification procedures.

Buy-in. Establishing a successful carbon market

project involves buy-in from all stakeholders,
including governments, landowners, and local
communities. This buy-in may not be readily

achievable given specific circumstances and views of
the stakeholders involved.?® Stakeholders may be
more willing to pursue certain NCMAs over a carbon
market approach.
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FLOWCHART: CARBON MARKET OR NON-CARBON MARKET APPROACH

The following flowchart uses the enabling conditions on the previous two pages to help practitioners decide
whether a carbon market approach, a non-carbon market approach, or a combined approach that employs
both, may be preferable for a specific BCE project. It is important to note that many blue carbon projects may
not fall directly within a “yes” or “no” category in the chart below, and that in many instances, steps can be
taken to shift a project’s condition from one category to the other (e.g., a project may be able to take measures
to mitigate leakage, and policies and institutional arrangements to enable a carbon market approach may be
strengthened over time).

Consider a
approach

No but regrowth is possible
L

Consider a
approach

Consider all approaches
including a
approach

) Consider all approaches
Consider a ¢ .
approach {_ NO including :pproach
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METRICS AND INDICATORS FOR QUANTIFYING NON-CARBON
ECOSYSTEM SERVICE BENEFITS IN BLUE CARBON ECOSYSTEMS

Robust and comparable metrics and indicators are critical for any NbS or BCE project. Metrics and indicators
provide means of measuring the baseline, monitoring progress, and outcomes of the project, supporting
quantification of risks, and demonstrating meaningful results. Reporting using common or consistent metrics
and indicators is essential to demonstrate meaningful results and progress in a project, providing confidence
through necessary due diligence for investments, and to provide a compelling story to attract donors and
partners.

Metrics refer to measurable aspects that are tracked over the course of a project lifetime against a baseline
and show changes as a result of project interventions.

Indicators — often in the form of Key Performance Indicators (KPIs) — bring together sets of metrics to
demonstrate how project interventions have led to measurable benefits that ecosystem services provide.
Ultimately, indicators are what one tries to measure, and metrics are how one can measure and track them.

For example:

« Ecosystem service to track toward a goal: Regulating (coastal protection)
- Indicator: Reduced coastal flooding for X households
« Metric: # of hectares of mangroves within X miles of community housing infrastructure

Clear indicators for evaluating success provide clarity and build shared understanding and expectations,
which are important when many different stakeholders are involved.?*

Carbon market approaches (for BCEs or others) have a common indicator and metric:

« Indicator: climate mitigation potential
« Metric: CO2e (carbon dioxide equivalent) sequestered or stored.

The CO2e metric is the same across all carbon market projects, even where prices or the greenhouse gases
involved differ. BCE NCMAs, however, involve a broader range of indicators, given the range of benefits from
ecosystem services that the projects prioritize. For example, adaptation and resilience indicators include
benefits from multiple ecosystem services that do not have a common set of indicators used by projects for
monitoring.?® This report does not elaborate on an exhaustive list of potential common indicators for NCMAs
but rather highlights the need for a common or core set of BCE NCMA indicators. These could ultimately
support better clarification and understanding of BCE NCMAs or potentially be used to help set a ‘market
price’ for different services with more standardized values.

Without common or core indicators for all BCE NCMAs, it is important for both metrics and indicators to be
guided by a set of core principles -- for instance, they should be:

. Measurable, replicable, and comparable

- Related to pre-defined outcome goals

» Practical, safe, and cost-effective to measure

« Aligned with scientifically grounded methodologies

- Inclusive of local ecological and traditional knowledge

« Agreed upon by project implementers and relevant funders/investors
+ Able to be independently verified by a third party
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Efforts are being made internationally to streamline and harmonize metrics and indicators to reduce the
burden on individual projects to develop, test, and validate their own. The Monitoring Framework for the
Kunming-Montreal Global Biodiversity Framework, for instance, recommends national- and subnational-
level indicators to measure biodiversity trends,?® and there is ongoing work to establish indicators for the
Global Goal on Adaptation under the UNFCCC'’s Paris Agreement.?’

A selection of metrics and indicators related to the benefits that ecosystem services provide in BCE projects
are provided below.?® Appropriate and relevant metrics and indicators to employ per project will depend on
the financial instrument/s and project design. The list below is a non-exhaustive list to offer examples of how

the blue carbon community could eventually determine a core set of indicators for NCMAs in the future.

Ecosystem Benefit Indicators Metric
Service
Regulating Coastal -« Homes and infrastructure protected # hectares within x miles of
protection or with reduced damage from valuable infrastructure
erosion and flooding $ of replacement costs of
«  Reduced or avoided property infrastructure
loss ($) # of homes and
» Avoided cost: flood risk models to infrastructure protected or
assess avoided flood damages due provided with increased
to BCEs?® protection
Regulating Carbon + % emission reduction (avoided loss) « Measurement of
storage/ and/or removals supporting climate greenhouse gas fluxes
sequestration mitigation efforts related to activity
Provisioning Fisheries « Increased food security with % + % biomass of commercial

increase in fish stock
« Increased economic livelihood with
% increase in commercial species

species caught (or in
nurseries) in BCEs
+ Recruitment of fisheries
species affiliated with BCEs
- Catch per unit effort

Provisioning

Alternative and
sustainable
livelihoods

. Strengthened economic/
employment status of local people
and/or coastal communities through
engaging in sustainable
management practices and
alternative livelihoods

. Strengthened engagement of
Indigenous Peoples and Local
Communities (IP and LC) in X coastal
NbS interventions or management
practices

- Increased recreational opportunities
through ecotourism due to healthy
biodiversity

# of people trained/
capacity building

$ per unit of alternative
commodity

# of IP and LC groups/
households with increased
annual income from fisheries
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Enabling conditions
for non-carbon market approaches
in blue carbon ecosystems

Every BCE project is unique given the importance of local context and variety of
financing instruments, so there is no one-size-fits-all approach. Choosing the
best approach is based on inclusive project conceptualization and design and
often depends on the underlying project characteristics and enabling
conditions that determine the most suitable market and financing approach.
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Enabling conditions are essential foundational elements that facilitate successful project design,
implementation, and financing flows. Without the right enabling conditions in place, the probability of the
intended BCE project and chosen financial instrument being successfully implemented is reduced — or even
made impossible. When practitioners or investors are considering potential projects, these early stages (e.g.
pre-feasibility or feasibility) are crucial to assess the status of essential enabling conditions. A solid
understanding at the outset can help to understand which financing approaches and related financial
instruments might be most suitable for the BCE project under consideration.

Like all nature-based projects, BCE NCMA projects have certain necessary enabling conditions in place to
facilitate project success. This section explores enabling conditions necessary for all NCMAs, as well as
enabling conditions needed for some or many NCMAs but not necessarily applicable to all. These enabling
conditions needed for some NCMAs will be used as a framework to understand the applicability of
different NCMA:s in different contexts throughout the remainder of the report.

Quick overview table (find details of all these enabling conditions on the following pages):

Enabling conditions needed for all NCMAs Enabling conditions needed for some NCMAs
A non-exhaustive selection of enabling Enabling conditions that are common to many
conditions required across all BCE NCMAs. BCE NCMAs, but not all.

Institutional arrangements Accessible formal financial services
Environmental and social safeguards Generation of financial returns

Community engagement and trust International market demand

Tenure and resource use rights Domestic market demand

Clear understanding of local socio-economic Access to early-stage capital

contexts

Large scale
Risk quantification and reduction

Strong financial infrastructure

Robust MRV, monitoring and enforcement
mechanisms

Data architecture
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ENABLING CONDITIONS NEEDED FOR ALL NCMAS

This section highlights a non-exhaustive selection of enabling conditions common

across all BCE NCMAs.

Institutional arrangements. BCE projects depend
on well-functioning institutional and regulatory
frameworks for long-term success. This relies upon
good governmental and managerial coordination,
avoiding duplication of effort, and clear and tenable
policy and legislation2® In absence of clear
institutional frameworks and responsibilities, decision
makers may need to strengthen and harmonize
governance structures, encourage alignment of
policy and planning with sustainable development,
and capacity-build  with  local government,
communities, and civil society organizations.®

Environmental and social safeguards. It is essential
to ensure that participants’ human rights are
respected and that any negative, unforeseen social
orenvironmentalconsequencesarecomprehensively
managed and addressed.® Project frameworks
should minimize negative impacts and maximize
positive outcomes to ensure no net harm. Strong
social safeguards include equitable benefit sharing,

grievance, and legal redress mechanisms.
Environmental safeguards require that projects
protect intact and high conservation value

ecosystems and follow all relevant environmental
regulations.

Community engagement and trust. Community
buy-in is essential to ensure long-term meaningful
success. Projects based on existing, trusted
relationships are more likely to be successful. Early
engagement via capacity- and awareness-building
exercises, such as workshops and outreach activities,
are important steps for obtaining free, prior, and
informed consent (FPIC) and for learning context-
specific  best practice through incorporating
Indigenous and Traditional Owners’ knowledge.
Local ownership and leadership are necessary for
equitable arrangements, including across gender
and socially vulnerable groups. Visible and
immediate incentives are often desirable.

Tenure and resource use rights. It is essential to
understand the governance and ownership
arrangements around land tenure, resource
ownership, and use rights in the project area.
Depending on national context, landowners, local
communities or businesses, subsistence users, local
or regional governments, or extractive industries
may have different resource ownership or use
rights,*® which can affect project roles and
responsibilities, and mechanisms for equitable
benefit sharing. It is important to support local
ownership, where appropriate to the local legal
arrangements.

Clear understanding of local socio-economic
contexts. Local context strongly influences project
parameters, including stakeholders involved, inter-
stakeholder relations, and equitable division of
benefits. Project practitioners need to have a strong
understanding and appreciation of this context,
which can be built through inclusion/leadership of
local people/professionals from pre-project stages,
prior activities or experience in the area, and well-
structured scoping activities.3

Risk quantification and mitigation. BCE projects
are exposed to a range of socioeconomic and
climate change risks that can threaten ecosystem
integrity and carbon storage capacity. Proper
quantification of project risks and potential impacts
to the permanence of interventions over a project’s
lifespan are essential steps in assessing the
suitability and viability of both carbon market and
non-carbon market financing strategies.® While not
all project risks can be fully mitigated, there are a
number of tools that may enable the reduction of
financial risks associated with BCE project
investments:

Blended finance schemes which incorporate the use
of public or philanthropic capital to absorb certain
project risks can be highly effective in mobilizing
private financing by improving the risk-return profile
of BCE projects. Blended finance solutions can be
structured using a variety of instruments including
debt, equity, risk-sharing, or guarantee products.3®
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Portfolio approaches and other risk pooling and
diversification schemes can distribute risks over a
range of projects. Aggregated financing efforts can
also assist with scale, bringing together smaller
projects to reduce transaction and capacity costs
and support longevity. 3

Insurance products that address risks to natural
assets can supportecosystemresilience by providing
payouts for recovery and restoration efforts.
Additionally, a range of products have emerged to
insure investors against carbon credit delivery,
reversal, and other risks associated with carbon
market investments.®

Development of demonstration or pilot projects to
show proof of concept and demonstrate reliable
returns on investment and outcome-based
results.*°Some financiers and investors such as
development banks and climate funds may provide
early-stage financing, often inclusive of risk-mitigating
measures.

Strong financial infrastructure and regulation. The
financial mechanisms of a project need to be legally
robust, secure, and transparent. The financial
regulations in relevant jurisdictions are also a critical

element of ensuring enabling environment for
investment. Designing a financial mechanism that
serves the needs of the project developers and
beneficiaries may require new or expanded financial
infrastructure to be established to channel funds, for
example, this may involve establishing SPVs (Special
Purpose Vehicles) or other entities.

Robust MRV, monitoring and enforcement
mechanisms. All nature-based projects need to
ensure delivery on expectations via consistent and
comparable tracking. Progress should be measured
against agreed metrics that are most appropriate for
BCEs’ unique environmental conditions.* Monitoring
may also require regular management check-ins
related to status of deliverables and responsibilities
across stakeholders. All BCE projects should strive
to use the best available science with existing
transparent, science-based, well-regarded
methodologies.

Data architecture. Tracking project progress, and
boosting replicability and scalability, depend on
high quality, reliable, and comparable data.*? This
may involve ensuring compatibility with existing data
frameworks, developing harmonized KPIs, and
streamlining data analysis.
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ENABLING CONDITIONS NEEDED FOR SOME NCMAS

This section highlights enabling conditions that are common to many BCE NCMAs, but
not all. Assessing which enabling conditions are feasible in the project context can be
instructive when choosing a financing approach/es. The table on the next double page
spread gives an at-a-glance resource to indicate which of these frequent enabling
conditions are necessary per financial instrument.

Accessible formal financial services. BCEs are
often found in remote or marginal areas, where local
communities and Micro-, Small, and Medium-sized
Enterprises (MSMEs) may not have access to formal
financial services such as banking, insurance, and
loans.*®* Some financing approaches require formal
financial infrastructure to operate effectively and
equitably. In many cases, the establishment of such
services can be pursued within the scope of a
project.

Generation of financial returns. Some financing
approaches are funded with the expectation of
future returns on investment (ROI). This applies to
both equity-based (shares) and debt-based (loans/
bonds) investment models. Other funders, such as
philanthropic or public funders, may not expect
financial returns, though they will expect proof of
positive results through meeting pre-defined KPIs.

International market demand. International market
demand refers to global demand or demand from a
different nation for a product produced in the scope
of the project. Some BCE projects may rely on
income from the sale of products (e.g. shrimp, fish),
services (e.g. ecotourism), or ecosystem service-
linked assets such as biodiversity or resilience
credits produced as part of the project. The ability to
generate income from these products and services
are dependent on market demand. Public or market-
based incentives that promote certified sustainable
products and services from blue carbon ecosystems
can be effective in supporting demand.

Domestic market demand. Domestic market
demand refers to demand for project products from
within the nation in which the project takes place.
This typically involves shorter and less complex
supply chains than international market demand
and is subject to different, localized variables that
dictate levels of demand.

Access to early-stage capital. The extent of initial
financial investment in the early-stage design and
preparatory phases varies between NCMAs. Upfront
needs could include funding for building or
strengthening local stakeholder relations, capacity-
and  knowledge-building, understanding the
regulatory environment, establishing baseline data
and agreed methodologies, project design (e.g.
identifying risks and assumptions), and building
necessary infrastructure (e.g. data management,
financial flows).

Large scale. Understanding options based on the
size of a potential project is important as some
financing approaches may only be viable on a large
scale. Further, some interventions may require
sufficient scale to generate measurable and
attributable benefits (e.g. resilience credits).
Measures to aggregate projects can provide an
alternative solution, if requisite strong institutional
arrangements exist or can be created.
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Table: enabling conditions needed for some NCMAs

HOW TO USE THE TABLE

The table on the opposite page provides a snapshot of different types of financial instruments for BCE
NCMAs and selected enabling conditions needed for some of them. The table is intended to be used
as a tool to inform practitioners or policymakers of the variety of BCE project financing approaches
using NCMA within a specific, local context. The table on the opposite page does not include the
enabling conditions needed for all NCMAs, found on the previous pages, as they are applicable to all
types.

By cross-referencing the financing approaches on the left-hand side with the enabling conditions
along the top, viewers can find the degree to which each of these conditions is relevant and necessary
for different financing approaches. The table could be used to identify which financial instruments
might be more suitable to the local context if fulfillment of some enabling conditions acts as a barrier.
It is important to note that a high-quality project should never aim to ‘sidestep’ inconvenient enabling
conditions but rather work optimally within the constraints of the local context. Further, it is important
to note some enabling conditions may be strengthened, clarified, or fulfilled within the scope of the
project itself — particularly with sufficient early-stage or upfront investment. A combination or sequence
of approaches may also help fulfill enabling conditions that make other approaches possible in the
future.

The categories in the columns should be interpreted as follows:

Always. Projects taking this financing approach will always need to fulfill this enabling
condition. If this enabling condition cannot be fulfilled, the financing instrument under
consideration should not be pursued.

Often. Many projects taking this financing approach will need to fulfill this enabling condition,
but for some it may not be relevant or necessary. If this enabling condition cannot be fulfilled,
further investigation is necessary to determine whether the financing instrument under
consideration can be pursued.

Sometimes. Some projects taking this financing approach will need to fulfill this enabling
condition, but for many it may not be relevant or necessary. If this enabling condition cannot
be fulfilled, further investigation is necessary to determine whether the financing instrument
under consideration can be pursued.

All financing instruments with green text are explored further later in the report, including detailing the
rationale for the categorization of the associated enabling conditions. Financing instruments with grey
text are touched on briefly later in the report.
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Is this enabling condition needed for the NCMA in question?
(Either already present, or able to be fulfilled through project activities)
Note that further unique enabling conditions may apply for each instrument.

resilience credits

Financing Financing
Approach Instrument A ibl
cce§sn e‘ Generation of International Domestic Access to early-
formal financial | _. " 0 Large scale
N financial returns | market demand | market demand stage capital
services
Payment for
Ecosystem Sometimes
Services (PES)
Ecosystem Insurance Often
Value Based products
Biodiversity/ Often Sometimes

Capital
Market Based

Blue/green
bonds

Catastrophe/
resilience bonds

Debt-for-nature
swaps

Often Often Sometimes Sometimes

Outcome
Based

Results-based
Finance under
REDD+

Often Often Often Sometimes

Impact bonds

Often

Often Sometimes Sometimes Sometimes

Project Finance
for Permanence
(PFP)

Often

Sometimes Sometimes Sometimes

Enterprise
Based

Supporting
MSMEs

Supply chain
interventions

Sometimes

Sometimes

Sometimes

Sometimes

Public
Finance
Based

Eco taxes

Sometimes

Sometimes

Domestic
government
funding

Sometimes

Often

Sometimes Sometimes Often

Official
Development
Assistance (ODA)

Often

Often Sometimes Sometimes Sometimes

Grant Based

Private
philanthropy

Sometimes

Often Sometimes Sometimes Sometimes

Conservation
Trust Funds

Often

Often Often Sometimes Sometimes

Compensation
Based

Corporate
offsets

Extractive fees/
royalties

Often

Often

Sometimes

Sometimes
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A deeper look at non-carbon
market approaches for blue carbon
ecosystems

Within the remainder of the report, many of the financing approaches included on
the table are explored in more detail.

Here we explore a variety of BCE NCMAs, some more established and others
nascent, as well as opportunities for combined approaches. Each subsection
gives an overview of the financing instrument, the rationale and description of the
necessary enabling conditions (enabling conditions necessary for some NCMAs
separated from often more unique enabling conditions by a horizontal line), and
the differing requirements of other enabling conditions for project success. Carbon
market approaches are also examined through the same lens in an annex to this
report.

The report provides an in-depth look at the building blocks and foundations
necessary to implement a successful, equitable, and high-quality BCE NCMA
project. The focus is primarily on enabling conditions as a demonstration of the
importance of early-stage investment and project design. The report does not
detail the mechanics of and finance flows or systems per financing instrument but
does include case studies to illustrate how different financing approaches work
in practice, and additional resource links in each section for more information.
The five main categories of NCMAS explored here are:

ECOSYSTEM VALUE-BASED APPROACHES
CAPITAL MARKET-BASED APPROACHES
OUTCOME-BASED APPROACHES = T

ENTERPRISE-BASED APPROACHES

* PUBLIC FINANCE-BASED APPROACHES

Photo: O NEED'AUTHOR .
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ECOSYSTEM VALUE-BASED APPROACHES

Healthy and well-managed BCEs provide a wealth of benefits from ecosystem services that
have real economic value. The monetary value of the benefits from ecosystem services can
be considered through ecosystem accounting or valuation processes when project or
management decisions are made. Ecosystem value-based approaches directly account for
these services through financially supporting those stakeholders and projects that conserve,
restore, or sustainably manage these ecosystems. This section provides three examples of
this financing approach for BCE projects.

Payments for Ecosystem Services (PES)

Blue carbon ecosystems deliver a wide range of ecosystem services - from supporting fisheries and
sustaining livelihoods to buffering coastlines and regulating flooding. However, the value of these services
is still not fully captured in traditional economic assessments or resource management plans. Payments for
Ecosystem Services (PES) help address this gap by compensating ecosystem stewards for actions that
conserve or restore the natural systems underpinning these benefits. While definitions of PES can vary, this
section focuses on approaches that do notinvolve the creation or trade of standardized, unitized commodities
like carbon or biodiversity credits.

Effective PES typically depends on robust economic valuation of ecosystem services, which drives willingness
to pay from service buyers.* Different benefits of ecosystem services have variable levels of measurability.
Potentially measurable benefits for BCEs — depending on site characteristics — include coastal protection,
water purification, carbon sequestration, reduction of erosion, fisheries support, and production of harvestable
resources (e.g. mollusks).*® Others, in particular cultural services, are less readily measurable.*®

When measuring benefits directly is not practical or recommended, an alternative (or supplementary)
approach is to pay service providers — those responsible for safeguarding or facilitating the service —
proportional to the opportunity costs associated with not taking, or ceasing, actions that financially benefit
the providers but harm the service/s in question (such as conversion to other land uses).

PES relies on identifying service providers and service buyers. Service providers need to be legally
recognized. In-depth stakeholder engagement and analysis is often necessary to ensure the right
beneficiaries are identified. Local communities who depend directly on BCEs for sustenance and income are
often the most effective stewards.*®

The benefits bestowed by BCEs, such as flood mitigation, fisheries support, and cultural services, tend to be
public goods. While this is good for society, it is more challenging to attract financiers who wish a direct
financial return on their investment.*® Governments are often important financiers/buyers, facilitators, and
technical partners, especially when the ecosystem services in question are public goods. Governments can
oversee the coordination and marketing of such projects, e.g. registration, buying and selling, and central
financing.

PES is highly flexible and can be adapted for a wide range of contexts and scales. More than anything, it
depends on robust ecosystem valuation alongside equitable and transparent means of payment transfers.

BEYOND CARBON CREDITS: DEMYSTIFYING NON-CARBON MARKET APPROACHES FOR BLUE CARBON ECOSYSTEMS 23



Enabling conditions: Payment for Ecosystem Services

Reminder: also see the “Enabling conditions needed for all NCMAs” section earlier in the report.

Always necessary

Accessible formal financial services. PES systems require sophisticated financial transfers for the
coordination and delivery of funds from service buyers to service providers by fair, equitable, and
transparent means. This often involves intermediaries such as NGOs.

Generation of financial returns. The PES philosophy hinges on the economic valuation of ecosystem
services. The economic value associated with stewarding or restoring these services must outweigh
any opportunity costs; these can be offset through the development of alternative sustainable
opportunities. When ecosystem services are public goods, they may be measured based on criteria
like Social Return on Investment.®® To magnify financial returns, different ecosystem services may be
able to be bundled together and sold as a package.

Access to early-stage capital. PES projects typically take a long time to deliver returns, so initial
investments will likely take the form of grants, loans with long terms to maturity, or investments where
financial ROl is not anticipated for a substantial amount of time.

Defined ecosystem values. The ecosystem services included within the PES project, and the
methodologies for calculating their values, should be clear, robust, and agreed upon by all stakeholders.

Conditionality of payments. Monitoring and MRV efforts should ensure that the actions of service
providers are indeed supporting the ecosystem service/s for which they receive payment. For practicality
purposes, payments may be made based on implementation of certain agreed-upon management
practices rather than proof of increased/enriched service delivery.y

Local capacity. Relevant local managers (public or private) and local communities need to have a
good understanding of the value of the BCEs they oversee, the legal conditions involved, and training
for alternative livelihood activities. FPIC can only be secured if sufficient capacity and knowledge is first
assured.

Often necessary

International market demand. Depending on the project model, service buyers may include
international stakeholders: corporations, foreign governments, or citizens of other areas that benefit
(usually indirectly) from these ecosystem services. In such cases, a willingness or obligation to pay for
these services is required.

Domestic market demand. Depending on the project model, service buyers may include local
businesses and governments. This is especially true for smaller-scale PES projects.

Sometimes necessary

Large scale. If the underlying PES framework is established for a country or region, then costs at the
individual project level become lower. This can pave the way for small projects, if there is an existing
framework with which to integrate.
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Case study: Payments for Ecosystem Services in action

Socio Manglar Incentives
Location: Ecuador’s five main estuaries
Project area: 454.51 km?

Leads, partners, governance

Ministry of Environment, Water and Ecological Transition, Undersecretary of Natural Heritage, Socio
Bosque Program.

REDD for Early Movers (REM) Program

Conservation International (Cl) Ecuador

Project financing

Socio Manglar, the Socio Bosque program’s mangrove chapter, began in 2014 with full financing from
the Government of Ecuador, later gaining support from the REM program in 2020 and from Cl in 2023,
with the support from a private donor. Now, 67% is financed by the government and 33% through
international cooperation.

Cl has also supported the creation of the Manglares Subaccount in the Socio Bosque Fund with a seed
fund from the Aquaculture Stewardship Council and other resources from Cl. In 2025 additional
resources from a Green Climate Fund (GCF) project, Mangroves for Climate, will be invested in this
financial mechanism.

Narrative

Socio Bosque is an Ecuadorian national program that provides financial incentives for communities and
landowners that are conserving forests, pdramos (highlands), and mangroves. Ecuador’s mangroves
are owned by the government, so the program is applied in areas that have previously signed a
Mangrove Use and Stewardship Agreement between local associations and the government, which
grants resource usage rights to these associations.

Incentives can be invested in any activity decided by the association. This includes conservation and
monitoring of the area, bioeconomy, social and cultural development and organizational strengthening.

Enabling conditions

« Accessible formal financial services: Services are developed during the application phase and
have been an aspect that each association must strengthen as they learn how to handle and
manage financial resources.

« Generation of financial returns: The investment from GCF requires a positive financial return to
support the program in the long term. For the investments in the local associations, non-financial
return is required.

« International market demand: Not a condition of this program.

« Domestic market demand: This condition should be developed as the program grows, particularly
to add resources in the endowment for the Socio Bosque Subaccount.

« Access to early-stage capital: The program was initially fully financed by the government. Now
the program is transitioning to a blended mechanism expecting to secure 50% of financial resources
from the government and the remainder from other sources.

« Large scale: Socio Manglar is a chapter of the large-scale national Socio Bosque PES system, so
it does not itself need to be large scale.

Additional resources:

Protecting Seagrass Through Payments for Ecosystem Services: A Community Guide | UN Environment
Programme (UNEP) | 2020

Payments for Ecosystem Services (PES): A practical guide to assessing the feasibility of PES projects | Center for
International Forestry Research (CIFOR) | 2014

Diagram: Payments for ecosystem services scheme | Food and Agriculture Organization of the United Nations

(FAQ) | 2021
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Insurance products

Insurance provides a guarantee of compensation for a specified loss or damage. Insurance helps support
financial stability to ensure that certain activities — which can include livelihoods or ecosystem services —
are able to persist even when faced with uncertainty. Insurance can facilitate the long-term, sustainable
management or longevity of healthy and productive BCEs by financing restoration following natural disasters
or supporting good management practices by local communities. Insurance products are best suited to
protecting BCEs or related communities that are vulnerable to shock events (e.g. natural disasters), rather
than gradual degradation or destruction.

« Insurance products related to BCE projects typically fall into two broad categories:
+ Indemnity insurance: payouts based on the extent of losses and damages suffered by the policy
holder

Parametric insurance: payouts based on set parameters, namely whether the characteristics and scale of an
incident that causes loss and damage meet a pre-defined index.>?

Given the increasing incidence of climatic threats, parametric insurance is rising in popularity as a more
rapid, flexible, and feasible means of calculating and distributing payouts following natural disasters, as
there is no loss adjustment processing and modelling needed, meaning time between the incident and
payout can be dramatically reduced — essential for those who face significant loss and damage of resources
or sources of income.®® Parametric and indemnity insurance can function complementarily in BCE projects.
Parametric insurance can provide immediate funding for initial post-disaster response, while indemnity
insurance follows with longer-term financing based on comprehensive damage assessment.

While insurance products typically insure people or organizations, they can also be used to insure natural
infrastructure such as BCEs and the ecosystem services they provide. For instance, investment into mangrove
or coral restoration and protection can be achieved through parametric insurance products that pay for
post-disaster restoration, to increase coastal resilience and reduce future disaster-related costs via these
ecosystems.> In these cases, local governance is necessary to oversee the restoration and management of
involved ecosystems.

The role of BCEs as risk mitigators could also be integrated into insurance products. The Mangrove
Breakthrough Financial Roadmap advises the integration of mangroves as an adaptation solution within
insurance pricing, which creates a strong incentive for corporate policy holders to safeguard mangroves
within their influence to encourage cheaperinsurance policies in the future.®® Even without explicit integration,
recognition of the benefits of BCEs for mitigating or avoiding damage builds the business case for their
restoration and protection, by both insurers and policy holders.

There may also be a need to buffer uncertain risks for the insurance industry given the emergent nature of
such insurance policies. Reinsurers, who provide insurance for insurers at a grander/international scale, can
help disperse risk. Reinsurers look to longer-term investments and often set the KPIs that insurers need to
abide by; it is recommended that reinsurers increasingly look to integrate NbS within their KPIs. Public-
private collaborations can also help mitigate risks, for instance through governments providing first payouts
to mitigate the risks of insurers suffering net losses through higher-than-expected claims.
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Enabling conditions: Insurance products

Reminder: also see the “Enabling conditions needed for all NCMAs” section earlier in the report.

Always necessary

Accessible formal financial services. For local stakeholders to be able to access insurance products,
they need to have the means to buy them, hold them, pay premiums and make claims following losses.
In low-income areas, this may require the establishment of additional financial services, such as savings
clubs and low-interest borrowing facilities. Insurance products do not necessarily need to rely on
individual purchasing power; through structuring within government social protection or livelihood
support programs, ideally tied to sustainable practices, they can reach collectives of joint policy
holders.

Generation of financial returns. Insurance providers will only be interested in providing insurance
products if they stand to receive a net financial gain through premiums, noting that these gains may not
be realized short-term. If within a broader risk pool of products, insurers may be open to piloting newer
approaches without prospects of short-term gain for emerging or underserved sectors, to build proof of
concept and refine models.

Domestic market demand. The success of insurance products is contingent on sufficient buyers.
Primary demand is typically from stakeholders within the project areaq, such as local governments,
cooperatives, community groups, and tourism enterprises.

Measurable adaptation/resilience benefits. To include ecosystem services within insurance products,
they need to be evaluated in socioeconomic terms, such as flood risk reduction and avoided losses,
similar to PES approaches. This requires integration into risk frameworks acceptable to insurers.

Clear group of insurance beneficiaries with control over mitigative measures. Key stakeholder
engagementis needed to understand the benefits of natural infrastructure such as BCEs. Understanding
who can legally purchase insurance is also required. Often, anyone with an insurable interest in the
covered asset is eligible to purchase insurance.

Appropriate index and event data. Parametric products, in particular, rely on being able to calculate
and model the nature, scale, and probability of the events that they insure against, such as storms or
floods, to understand risks and price their products accordingly. Access to reliable historical data is
typically necessary.

Legal and regulatory framework. Many jurisdictions have yet to formally recognize or regulate index-
based insurance products, which presents barriers for the establishment of parametric insurance.
Regulatory readiness is essential to insurer participation and long-term scalability.

Often necessary

International market demand. Often, international reinsurers provide the capital and risk capacity
needed to underwrite newer insurance products, especially in countries where local insurance markets
are underdeveloped.

Large scale. Products that integrate ecosystem-based adaptation need sites of sufficient scale to
generate measurable impact and justify development costs. Larger project areas also tend to help
distribute and mitigate overall risk through spatial diversification.

Sometimes necessary

Access to early-stage capital. Insurance companies are well-versed in the administrative and
analytical resourcing needed to run operations for established products. Building the business case for
new products, however, may require significant capital investment: for instance, to quantify the
adaptation/resilience benefits of BCEs, or model risk for novel and evolving scenarios. Parametric
insurance products are less well-established than indemnity insurance products, but payouts are based
on large-scale events meeting pre-defined conditions rather than calculating post-hoc losses of each
individual policy holder, so in theory they are simpler to operate.
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Case study: Insurance products in action

The Restoration Insurance and Financial Services Company (RISCO)

Revenue-based finance, blue carbon credits, and parametric insurance for pilot projects in the
Philippines and Sundarbans, India

Leads, partners, governance

Conservation International, RISCO Holding, municipalities and associations

Project financing

- Feasibility and small-scale trial for the Philippines funded by Swiss Re Foundation and Convergence
Blended Finance
. Feasibility and small-scale trial for the Sundarbans, India funded by anonymous donor

Narrative

Launchedin 2024, RISCO seeks to address the underinsurance of coastal communities facing increasing
climate risks by both averting and minimizing loss and damage through conserving and restoring
mangroves. RISCO provides access to risk transfer and concessional financing. RISCO operates through
a split structure: RISCO Insurance is an agent that distributes parametric insurance to coastal
stakeholders (i.e., municipal governments and SMEs) and provides loans to mangrove-positive business;
revenue from these sources in addition to blue carbon credits is shared with the RISCO Fund, which
invests in coastal NbS. RISCO’s pilot project supports a seaweed business in the Philippines and
Integrated Mangrove Aquaculture Systems (IMAS) in India with plans for further efforts in the region.

Enabling conditions

« Accessible formal financial services: Established financial services are necessary to facilitate the
parametric insurance premiums and payouts set by RISCO that help communities recover from
climate disasters, and a portion of the revenue is reinvested into mangrove restoration to further
strengthen coastal resilience.

« Generation of financial returns: All three of RISCO’s mechanisms (parametric insurance, loans,
and blue carbon credits) aim to generate financial returns.

« International market demand: Reinsurers and local underwriters are supporting RISCO policy
development. Blue carbon credits present a future revenue stream that can be reinvested in
conservation and resilience-building initiatives.

« Domestic market demand: RISCO provides revenue-based financing for businesses that integrate
mangrove restoration into their operations, such as IMAS or seaweed farming. These businesses
expand mangrove cover while generating sustainable livelihoods, ensuring economic and
ecological benefits. Municipalities are seeking parametric covers to expand disaster response
activities.

« Access to early-stage capital: Capital was necessary to complete insurance, financing and blue
carbon feasibility, risk modelling and mangrove restoration plans.

« Large scale: The pilot targeted the City of Puerto Princesa and Zamboanga City in the Philippines,
and the Sundarbans in India.
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Case study: Insurance products in action

Weather index-based parametric insurance for small-scale fishers in the Philippines

Pilot covering 20 coastal municipalities in the Philippines

Leads, partners, governance

Leads: Rare (NGO), WTW (global advisory, broking, and risk solutions company)
Policyholder: Department of Agriculture Bureau of Fisheries and Aquatic Resources (DA-BFAR)
Payout manager: Philippine Crop Insurance Corporation (PCIC) (state insurer)

Project financing

- Funding for methodology development: Government of Canada via the Ocean Risk and Resilience
Action Alliance (ORRAA)
«  Funding for pilot project: DA-BFAR (PHP 10 million, aprx USD 180,000)

Narrative

The first-of-its-kind parametric insurance product is designed to help fishers adapt to climate change by
providing income protection for lost fishing days due to adverse weather, through rapid pay-outs based
on pre-defined weather triggers instead of indemnifying actual losses. The 2025 pilot targets 15,000
registered fishers, offered as part of the standard benefits package to drive fisher registration, an action
linked to strengthened commitment to sustainable fishing practices.

Enabling conditions

« Accessible formal financial services: The project integrates the insurance product within the
standard benefits given to registered fishers.

« Generation of financial returns: The pilot project does not anticipate financial returns for insurance
providers, but this may be integrated when scaled.

+ International market demand: Currently, further insurance or reinsurance companies are not
involved.

« Domestic market demand: The demand for the insurance product originates from small-scale
fishers, given they face increasingly unpredictable sources of income.

« Access to early-stage capital: Capital was sought to develop the methodology and risk modelling
apparatus needed prior to the pilot project.

« Large scale: The pilot targets 15,000 fishers, with plans to scale up if the project meets its goals.

Additional resources:

Relevance and Feasibility of Mangrove Insurance in Mexico, Florida, and The Bahamas | The Nature Conservancy
(TNC) and partners | 2022

Report on Ecosystem-based Adaptation (EbA) and Nature-based Insurance Solutions (NbIS) in the Philippines
and Asia | GIZ and partners | 2024

[Diagram]: How Parametric Products Benefit Catastrophe-Driven Risk Transfer | Amwins | 2020
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https://www.nature.org/content/dam/tnc/nature/en/documents/TNC_RelevanceandFeasibilityMangroveInsurance270123.pdf
https://www.nature.org/content/dam/tnc/nature/en/documents/TNC_RelevanceandFeasibilityMangroveInsurance270123.pdf
https://www.giz.de/expertise/downloads/giz2024-en-report-eba-nbis-philippines-asia.pdf
https://www.giz.de/expertise/downloads/giz2024-en-report-eba-nbis-philippines-asia.pdf
https://www.amwins.com/resources-insights/article/how-parametric-products-benefit-catastrophe-driven-risk-transfer_09-18

Alternative credits: biodiversity, resilience

Carbon is not the only ecosystem service benefit with the potential to be monetized through a credit-based
approach. Other benefits, such as biodiversity or resilience, can also be quantified and are gaining
momentum. Exploratory efforts are examining whether ecosystem services benefits besides carbon,
including biodiversity and climate resilience, can be reliably valued and traded on markets of different
scales.

Overarching governance architectures for these approaches are emerging, such as through the International
Advisory Panel on Biodiversity Credit Framework.®®%” Other regulatory approaches such as the Nature
Repair Market in Australia®® and the UK’s Biodiversity Net Gain market® are also being approved and
implemented. These markets are expected to evolve at national and subnational levels. As a result, given
the diversity of context and applications, there is not necessarily the same expectation for standardization
as for carbon market approaches. Nevertheless, emerging efforts are seeking to learn from carbon markets
to build upon existing structures and address gaps to support the transition to a nature-based economy.®°
Over 50 crediting approaches have emerged, including from key carbon market players such as the Verra
Nature Framework.5'62

Biodiversity credits could contribute towards achieving the Kunming-Montreal Global Biodiversity Framework
targets, particularly Targets 2 (ecosystem restoration), 3 (area conservation), and 19 (financial resource
mobilization).®® Biodiversity credits could also provide reporting pathways for companies implementing
recommendations from the Taskforce on Nature-related Financial Disclosures.®*

Like carbon credits, the generation of alternative credits depends upon a clear shared understanding of
tenure and stewardship, as well as an agreed understanding of resource usage rights to ensure that the
profits gained from sale of credits are equitably distributed.

Enabling conditions: Alternative credits

Reminder: also see the “Enabling conditions needed for all NCMAs” section earlier in the report.

Always necessary

Generation of financial returns. Alternative credits should bring worthwhile financial benefits to those
stewarding the services in question. The sale of credits may also bring returns for investors, depending
on the funding model employed.

Access to early-stage capital. High-quality credit-generating projects need to follow a rigorous set-up
process. Many lessons have been taken from carbon market projects, with the intention of ensuring
high quality even in early projects.®® There may be opportunities to build up more capital-intensive
activities, such as monitoring further biodiversity metrics, once credit revenue begins flowing.

Additionality, leakage and durability: Depending on the methodology employed, alternative credit
approaches may rely on: proving counterfactuals, i.e. that project revenues enable the benefits that the
credits are issued for; demonstrating low leakage, that the project doesn’t divert damaging activities
elsewhere; and that benefits are durable over time. These requirements may be more flexible than for
carbon markets given the more diverse array of metrics used to measure biodiversity or resilience.
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Often necessary

Accessible formal financial services. Depending on the scale and methodology used within the
project, local BCE stewards may require means of receiving and managing payments for the alternative
credits they generate.

International market demand. Depending on the project, credits may target international or domestic
buyers, or both. Ongoing demand for such credits is currently less proven than for carbon credits.

Domestic market demand. See above.

Sometimes necessary

Large scale. Efforts are being made to aid even small projects to access these emerging markets and
employ the necessary methodologies. Like carbon credits, they may be bundled, stacked, or stapled
with other credits (including carbon credits) and/or other credit-producing projects to reduce investment
risk and increase project revenue.

Case study: Alternative credits in action

Developing a methodology for coastal resilience credits

Partners: The Nature Conservancy (TNC), University of California-Santa Cruz, East Carolina University,
TerraCarbon

Funders: AXA XL (insurance and reinsurance provider)

Narrative

The coastal resilience methodology was developed to quantify and monetize the flood protection
benefits provided by restored or conserved coastal wetlands. The methodology generates resilience
credits based on the number of people and properties at reduced risk of flooding due to restored and
protected mangrove and tidal marsh habitat. These credits can be traded in voluntary markets,
attracting investment and generating returns. This approach incentivizes the conservation and
restoration of BCEs while enhancing community resilience and contributing to climate adaptation goals.

Developing the coastal resilience methodology required access to high-resolution data on bathymetry,
topography, population, and economic exposure values. Projects should be located where restored or
conserved habitats lie directly between the source of storm surges and exposed populations. The
methodology also benefits from existing modeling studies or reports that provide total water level data,
including wave heights, for various return periods.

Effective implementation requires collaboration among stakeholders, including local communities,
governments, and private sector partners, and access to early-stage capital from public, private, and
philanthropic investments. Clear tenure and resource use rights are essential for long-term success
and community support.

Identifying corporations/buyers early on, whose priorities align with improving coastal resilience for
communities, will demonstrate market demand for generated credits. The methodology for coastal
resilience credits is currently in the final stages of approval under Verra’s SDVISta program.

Additional resources:
Definition of a Biodiversity Credit | Biodiversity Credit Alliance | 2024

Monetizing Resilience Benefits as a New Financial Tool to Unlock Private Sector Financing | International Fund
for Agricultural Development (IFAD) | 2022
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https://verra.org/methodologies/methodology-for-coastal-resilience-benefits-from-restoration-and-protection-of-tidal-wetlands/
https://www.biodiversitycreditalliance.org/wp-content/uploads/2024/05/Definition-of-a-Biodiversity-Credit-Rev-220524.pdf
https://www.ifad.org/documents/d/new-ifad.org/monetizing-resilience-benefits-pdf
https://www.ifad.org/documents/d/new-ifad.org/monetizing-resilience-benefits-pdf

CAPITAL MARKET-BASED APPROACHES

Capital markets are markets that trade in debt and related financial assets, such as bonds
and shares, typically to make substantial long-term investments that carry an expectation
of financial returns in the future. In the context of BCEs, we focus on three financing
approaches that engage with capital markets through the trade and restructuring of debt.

Blue/green bonds

Bonds are a form of transferable debt: they represent a loan, but differ in that they are issued by the
borrower to the lender, and the lender can trade the bond on markets. They can be issued for general
purposes, or can limit bond proceeds to fund specific purposes. These thematic bonds include sustainable
green and blue bonds, which are issued to enable investment in the sustainable green (terrestrial) and blue
(marine) economy.®%’ They can be issued by both private and public entities, including corporates, financial
institutions, national governments, municipalities, and development banks.%8

The main difference between blue/green bonds and conventional bonds is that it is necessary to track how
their proceeds are used, to ascertain that they are enabling investment in the pre-agreed areas. Blue/green
bonds also tend to have favorable terms for the issuer (e.g. lower interest rate), as an incentive to choosing
a blue/green bond approach over a typical bond approach. Given that they essentially function the same
as conventional bonds, they are already well-understood by investors, which helps build financier confidence
in projects that utilize them.

Here we focus on blue bonds as a potential financing instrument for coastal BCE projects, in particular,
projects that invest in mechanisms/businesses that later generate financial returns to pay the bond’s interest
and ultimately return the principal.

Blue bonds can be connected with debt-for-nature swaps,®®’° as well as other instruments that alleviate risk.
Blue bonds alone can risk increasing debt burdens, whereas structuring them within debt-for-nature swaps
(or other instruments) unlocks conservation outcomes and reduces sovereign debt risks.”
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Enabling conditions: Blue/green bonds

Reminder: also see the “Enabling conditions needed for all NCMAs” section earlier in the report.

Always necessary

Generation of financial returns. Blue bonds require projects to deliver financial returns in excess of
what is required to service and repay the bond.

International market demand. Bonds are liquid, transferable instruments and form an important
component of the international debt market. International demand for blue bonds is necessary to
maintain prices and the willingness of funders.

Access to early-stage capital. The nature of bonds and the transaction costs of issuance suggest a
significant minimum issuance size. While green bonds have seen issuances as low as USD 2 million,”?
blue bonds are considered most effective when at USD 50-500 million in scale due to the costs involved
in their issuance.”

Solid credit rating and/or guarantees. Bonds require credible issuers with a robust track record and
often require additional guarantors (e.g. government) to achieve an adequate credit rating and mitigate
risk of defaulting on the loan.

Often necessary

Accessible formal financial services. The capital released through blue bonds can be utilized by a
range of stakeholders at a range of levels. Depending on project design, this may include payments to
local communities or organizations, or funds may be managed at a higher level with a focus on indirect
financial or non-financial benefits for local stakeholders.

Domestic market demand. While bonds are more typically bought and sold on international rather
than domestic markets, it is also feasible for bonds to only be transferred within domestic markets, or
both international and domestic markets (usually within separate tranches).

Large scale. Blue bonds are often issued only for large quantities of capital (USD 50-500 million
minimum)” and typically finance an agreed portfolio or pipeline of projects, making them suitable for
aggregated collections of projects rather than smaller individual projects.
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Case study: Blue bonds in action

The Seychelles Sovereign Blue Bond’>7®

The Seychelles
Project area involves roughly 410,000 km? (30% of the Seychelles’ Exclusive Economic Zone)

Leads, partners, governance

Seychelles Government

Grant disburser / Conservation Trust Fund: Seychelles Conservation & Climate Adaptation Trust
(SeyCCAT)

Loan disburser: Development Bank of Seychelles (DBS): loan disburser

Partial guarantor: World Bank (USD 5 million)

Lender: Global Environment Facility (GEF) (USD 5 million soft financing)

Bond structuring counsel/support: HRH Prince of Wales’ Charities International Sustainability Unit,
Standard Chartered, Latham & Watkins LLP, Clifford Chance LLP:

Project financing

. USD 15 million raised from international investors for sustainable marine investments in the blue
economy.

+  Provides USD 350,000 annually to SeyCCAT trust funding (about 40% of total trust funding)

- Proceeds are used by SeyCCAT to issue grants to projects via the Blue Grants Fund; and by DBS
to issue loans via the Blue Investment Fund.

Narrative

Three years after the conclusion of the Seychelles debt-for-nature swap in 2015, the first of its kind for
ocean conservation and climate adaptation, it was necessary to implement further financial mechanisms
to effectively manage the newly created protected areas and other climate commitments. The
introduction of the Seychelles Sovereign Blue Bond, another world first, provides proceeds that support
the expansion of marine protected areas, improved governance of priority fisheries and the development
of the Seychelles’ blue economy.

Enabling conditions

« Accessible formal financial services: Local-level formal financial services are not very relevant;
SeyCCAT and DBS co-manage bond proceeds and provide access to grants and loans, respectively,
to projects.

« Generation of financial returns: The bond has an effective interest rate of 6.5%, though this is
reduced to 2.8% due to the GEF’s concessional loan subsidizing the coupons (interest payments).

« International market demand: The blue bond’s attractive relative valuation and the support of the
World Bank made it a significant opportunity for investors.

« Domestic market demand: The blue bond aids investment into sustainable economic growth,
improved livelihoods and jobs.

« Access to early-stage capital: The blue bond project builds off the success of the debt-for-nature
swap; both involve large quantities of capital.

« Large scale: Projects funded by bond proceeds collectively cover a large area.
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Additional resources:

Funding ocean conservation and protection through blue bonds | Our Shared Seas | 2025

Bonds to Finance the Sustainable Blue Economuy: A Practitioner’s Guide |Asian Development Bank (ADB) and
partners | 2023

Practical Guidance to Issue a Blue Bond | United Nations Global Compact | 2020

Catastrophe/resilience bonds

Bonds can also be designed to focus on climate adaptation and resilience, and to leverage the power of
capital as an ‘insurance’ mechanism against catastrophic losses.

Catastrophe bonds have existed since the 1990s and are used principally to transfer risks from insurers to
investors, tapping into the larger resources of the capital market.”” Natural disasters can lead to insurance
payouts to policyholders at a scale that is financially disastrous for insurance companies. Catastrophe
bonds involve insurers taking out loans from investors and paying interest on the loans as they advance
towards maturity. The bond principal (the money borrowed) is usually held by a Special Purpose Vehicle
(SPV) rather than the insurers themselves. If a natural disaster that fulfills certain pre-established conditions
happens before the bond reaches maturity, the principal is used to pay policyholders and so the investors
face a loss (rather than the insurer). If such a disaster does not happen before the bond matures, repayment
of the bond principal plus interest means that the investors make a worthwhile profit.

Resilience bonds are a variation on catastrophe bonds, with an added element that promotes investment in
resilience projects. Interest repayments can be reduced if debtors (often insurance companies) complete
specific risk-reducing projects during the bond term, which could include nature-based solutions that build
climate resilience. This brings benefits to policyholders who face fewer losses following natural disasters,
the debtors who pay less interest, and the investors who are at lower risk of losing their investment. In this
way, benefits reach not just the financial service providers, but local communities, through adaptation and
resilience activities funded by the capital market.

In the context of BCEs, resilience bonds can be used to fund BCE conservation, restoration, and sustainable
management given the resilience and risk-reduction benefits that these ecosystems provide. They also
support more reliable insurance services in the event of natural disasters, which benefits disaster recovery.

The exploration of enabling conditions below refers specifically to resilience bonds, given they play a role
in risk reduction in addition to risk transfer, so representing a more powerful instrument for BCEs.
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https://oursharedseas.com/wp-content/uploads/2025/05/oss-bluebonds-20250502-1.pdf
https://www.icmagroup.org/assets/documents/Sustainable-finance/Bonds-to-Finance-the-Sustainable-Blue-Economy-a-Practitioners-Guide-September-2023.pdf
https://www.icmagroup.org/assets/documents/Sustainable-finance/Bonds-to-Finance-the-Sustainable-Blue-Economy-a-Practitioners-Guide-September-2023.pdf
https://ungc-communications-assets.s3.amazonaws.com/docs/publications/Practical-Guidance-to-Issue-a-Blue-Bond.pdf

Enabling conditions: Catastrophe/resilience bonds

Reminder: also see the “Enabling conditions needed for all NCMAs” section earlier in the report.

Always necessary

Accessible formal financial services. Resilience bonds rely on formal insurance services with many
policyholders. This requires local communities and organizations to be able to access insurance
policies.

Generation of financial returns. Investors will only be willing to hold resilience bonds if the prospects
of financial returns are good and the risk profile is acceptable.

Domestic market demand. The structure of resilience bonds relies upon individuals or organizations
taking out insurance policies and insurers issuing resilience bonds to investors. Demand for these
services is therefore required from all these stakeholders.

Access to early-stage capital. Resilience bonds have to date been issued at larger scales with
substantial sums of capital involved. Minimum issuance size starts at around USD 100 million, which can
prove a barrier to many projects; aggregation with other projects can help overcome this hurdle.”

Pipeline of resilience projects. Resilience bond rebates are conditional on funding resilience projects
that demonstrably reduce risk. This requires a well-structured pipeline of feasible and effective projects.

Accurate risk reduction models. Setting the conditions of resilience bonds requires a sophisticated
understanding of risk, including to what degree funded projects can mitigate this risk.”®

Often necessary

International market demand. Like other bonds, there is capacity for resilience bonds to be traded on
international markets. This liquidity may not be strictly necessary but does help allay investors’ concerns
about risk.

Large scale. For resilience bonds to be worthwhile for investors and insurers alike, typically they will
involve insurance products that will overall deliver substantial net profits. Pilot studies or concessional
products may be applicable on smaller scales.
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Case Study: Catastrophe bonds in action

Catastrophe Bond for enhancing financial protection of Jamaica3°#'
Jamaica (10,991 km?)

Leads, partners, governance

Sponsor: Government of Jamaica

Grant support: UK and Germany funded Global Risk Financing Facility (GRiF), United States Agency for
International Development (USAID)

Intermediary, technical support: World Bank

Compensation calculator: AIR Worldwide

Project financing

The Government of Jamaica (with financial support from grantees) paid the World Bank a fixed premium
for insurance coverage, to provide a principal (coverage amount) of USD 185 million for 2021-2023. The
World Bank transferred the premium to global capital investors as bond coupons. When a qualifying
natural disaster occurs that triggers payouts, an independent calculation agent determines payout
amount and transfers them to the Government of Jamaica.

Narrative

Jamaica is highly vulnerable to natural disasters and climate-induced changes along its coasts. The
catastrophe bond provided an insurance cover for tropical cyclone events. Compensation is calculated
parametrically, based on central pressure and course of the cyclone, and paid out within weeks of the
disaster. Jamaica is the first Small Island Developing State to independently sponsor a catastrophe
bond and the first to incorporate a cat-in-a-grid parametric trigger design.

Enabling conditions

« Accessible formal financial services: The World Bank supported the building of prerequisite
governance, policy, and an institutional framework.

« Generation of financial returns: Capital market investors receive bond coupons. Payouts to
claimants are financed by bond principal reductions in the event of an eligible natural disaster
occurring.

« International market demand: Accessing international debt capital markets was critical for
Jamaica given limited capacity of local debt capital markets.

« Domestic market demand: The project did not involve local debt capital markets.

« Access to early-stage capital: The principal of USD 85 million covered a risk period of 2.4 years
(three hurricane seasons).

« Large project area: The catastrophe bond covers the entirety of Jamaica.

Additional resources:

Conservation Investment Blueprint: Resilience Bonds | re:focus partners | 2019

Catastrophe Bonds | Wharton Risk Center | 2021

[Diagrams]: Resilience Bonds: a business-model for resilient infrastructure | Field Actions Science Reports | 2018

38 BEYOND CARBON CREDITS: DEMYSTIFYING NON-CARBON MARKET APPROACHES FOR BLUE CARBON ECOSYSTEMS


https://www.cpicfinance.com/wp-content/uploads/2021/11/Resilience-Bond-for-risk-reduction-Blueprint_refocus-partners.pdf
https://esg.wharton.upenn.edu/wp-content/uploads/2023/08/Cat-Bond-Primer-July-2021.pdf
https://journals.openedition.org/factsreports/4910

Debt-for-nature swaps
Debt-for-nature swaps provide benefits for nations via two pathways:

« Reducing national debt
« Freeing up funding for conservation

Portions of national debts are either forgiven or restructured to offer longer maturity, lower interest rates,
and/or reduction of the overall debt stock.®2 Such restructuring efforts are conditional on using freed-up
financing for specific conservation purposes with clear KPIs. Debt-for-nature swaps fall into two broad
categories:

- Public (bilateral) debt-for-nature swaps: a creditor government agreeing to forgive a portion of the
debt of a debtor country

« Private (commercial) debt-for-nature swaps: a third party, such as an NGO, purchasing the commercial
debt of a debtor country in the secondary market at a discount.

Both approaches are contingent on the debtor country agreeing to spend proportionate funds on nature-
related goals.

The high-profile successes of a few swaps are raising interest and ambition worldwide ® Means to replicate
and standardize these approaches are essential to reach the full potential of debt-for-nature swaps, through
driving down costs, de-risking, and building streamlined protocols.®

Debt-for-nature swaps are typically national-level. The process is usually long and involved, beginning with
negotiation of terms and establishment of the project parameters. Then, multiple stakeholders — which can
include national governments, financial departments, international and local conservation organizations
and public interest bodies, and private financial institutions — negotiate the terms. The terms include the
establishment of an exchange rate, redemption rate, and local instruments for investment.® If successful and
well executed, debt-for-nature swaps can offer long-term and cost-effective financing.

Debt-for-nature swaps can also contribute to approaches that combine financing instruments. For instance,
combining with blue bonds provides an instrument for the re-issuing of debt with more favorable terms,
conditional on the loans being used for specific conservation purposes.®
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Enabling conditions: Debt-for-nature swaps

Reminder: also see the “Enabling conditions needed for all NCMAs” section earlier in the report.

Always necessary

Large scale. Debt-for-nature swaps require intense and often-protracted negotiations to reach an
agreement, meaning there is a significant investment of resources, time, and capacity. This makes them
suitable only for large-scale endeavors, though the portfolio of on-the-ground projects they fund may
be of diverse sizes and involve actors at a range of scales.

National characteristics. For debt-for-nature swaps to be feasible, there are several conditions that
must be met. The indebted country must hold existing debt that the creditor or debt purchaser would
be willing to restructure; this normally means that it is unlikely that the debt will be repaid under existing
terms.#” The indebted country also typically needs to have high 'natural capital’ in the form of globally
important ecosystem services.

Clear repayment and risk management strategy. Debt-for-nature swaps require sophisticated
strategies for the conditional transfer of funds/debt and the assessment and response to risk.

Local capacity. Given that creditors and debt purchasers are most likely to consider debt-for-nature
swaps when there is a significant chance of the debtor defaulting, they tend to be most relevant for
countries with high debt, typically related to lower rates of development. These countries often face
implementation challenges as they may have fewer local conservation and development organizations
with the resources or capacity necessary to execute the projects agreed upon. A critical component of
any debt-for-nature swap is capacity-building at the local level.

Often necessary

Accessible formal financial services. Each debt-for-nature swap is unique in the activities it finances.
They may necessitate the creation of financial intermediaries, such as Special Purpose Vehicles or trust
funds.®® In many cases this may include the transfer of capital to local communities or institutions to
carry out specific activities, but others may not involve local stakeholders to such a degree (e.g.
establishment/enforcement of protected areas by governments).

Generation of financial returns. Private financial institutions are usually involved to restructure/reissue
the debt and to mediate or mainstream funding flows. These institutions can earn fees or receive
preferable rates.®®

Access to early-stage capital. Debt-for-nature swaps involve restructuring or reissuing significant
volumes of debt, and the debtor country investing debt savings into nature conservation as a result.
These payouts to conservation can be made iteratively and/or incrementally over time, depending on
the terms of the agreement; but significant early-stage costs are still typically involved for negotiating,
establishing, and administrating the agreement itself.

Sometimes necessary

International market demand. Commercial debt-for-nature swaps involve purchasing national debt
from international markets, but do not rely on ‘demand’ for these markets per se. Markets are principally
involved in terms of determining the discount price, based on the market’s predicted possibility of
repayment. Bilateral debt-for-nature swaps do not involve international markets.

Domestic market demand. Domestic markets are typically not involved in debt-for-nature swaps,
though agreed terms may incorporate the support/creation of tradeable commodities within their
criteria for success.
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Case study: Debt-for-nature swaps in action

Belize Debt Conversion for Marine Conservation®°

Belize
Commitments to increase Belize’s Biodiversity Protection Zones from 16.5% up to 30% of its ocean area
(over 4,000km? in new ocean protection) by 2026.

Leads, partners, governance

Arranged by: The Nature Conservancy (TNC)’'s NatureVest

Government of Belize

Arranged/financed by: Credit Suisse

Credit enhanced by: United States International Development Finance Corporation (DFC)

Project financing

« A USD 364 million debt conversion for marine conservation enabled Belize to repurchase its USD
553 million ‘superbond’, a quarter of the country’s total public debt, from bondholders at a 45%
discount through a “Blue Loan” arranged by TNC. The “debt conversion” resulted in a USD 189
million reduction in principal outstanding.

« The savings achieved in the refinancing allowed Belize to create an estimated USD 180 million in
conservation funding for over 20 years, composed of annual cashflows from the government and
an endowment capitalized through the Blue Loan.

Narrative

In the light of concerns over Belize’s ability to pay superbond bondholders given an economic slowdown
and high debt burden, TNC arranged a Blue Loan between the Belize Blue Investment Company (BBIC,
a TNC subsidiary) and Belize, to allow Belize to repurchase the superbond. The structure raised funding
from Credit Suisse through the issuance of highly rated blue bonds. Belize committed to using resultant
savings to finance marine conservation efforts over the next 20 years, through transferal of payments
to an independent Conservation Fund. Commitments included securing 30% of Belize’'s ocean under
protection by 2026, with half the area in high biodiversity protection zones, as well as enhanced Marine
Spatial Planning efforts.

Enabling conditions

« Accessible formal financial services: The swap involved sophisticated financial instruments and
entities, such as BBIC and the Conservation Fund, which organized dissemination of funds.

« Generation of financial returns: The blue loan has an internal rate of return of 6.1%. Blue bond
investors also receive returns over time.

« International market demand: The blue bonds involved can be traded on international markets.
+ Domestic market demand: The swap does not involve domestic markets at the macro level.

« Access to early-stage capital: The debt-for-nature swap involved debt conversion of USD 364
million, a very substantial sum.

« Large scale: The swap involves dramatic developments in Belize’s national conservation
commitments, including new/improved protected areas and enhanced management of marine and
coastal resources.

Additional resources:

Debt-to-Sustainability Swaps (D2S): A Practical Framework | Finance for Development Lab | 2024
Debt-for-nature Swaps: A New Generation | Clifford Chance | 2023

[Diagrams]: Explainer: What are debt-for-nature swaps? | Dialogue Earth | 2021
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https://findevlab.org/wp-content/uploads/2024/07/FDL_Policy-Note_D2S_June-2024.pdf
https://www.cliffordchance.com/content/dam/cliffordchance/briefings/2023/11/debt-for-nature-swaps-a-new-generation.pdf
https://dialogue.earth/en/nature/47862-explainer-what-is-debt-for-nature-swap/

OUTCOME-BASED APPROACHES

Outcome-based approaches focus on the achievement of pre-defined goals. While all
financial approaches should include an expectation of strong positive outcomes, this section
focuses on pathways that explicitly integrate outcomes into their funding structure. Such
approaches are wide-ranging, involving multiple funders and stakeholders at various levels.
This section explores three outcome-based approaches with high application potential in
BCEs.

Results-based Finance under REDD+

A results-based finance (RBF) instrument aimed to support climate mitigation action through reducing
deforestation is REDD+: Reducing Emissions from Deforestation and forest Degradation to foster conservation,
sustainable management of forests, and enhancement of forest carbon stocks. Under REDD+, developing
countries can receive results-based payments for emission reductions via reductions in deforestation,
serving as a strong financial incentive to implement and sustain lasting change.

These results-based payments do not involve the issuance or transfer of carbon credits. While REDD+ can
also be structured to generate carbon credits for voluntary or compliance markets, this report focuses on the
NCMA components of REDD+.

Although REDD+ has primarily targeted terrestrial tropical forests, mangrove forests can be integrated into
REDD+ programs if considered forests in the respective country’s National Forest Definition under its Forest
Reference Emission Level (FREL). This report examines REDD+ as a results-based finance instrument within
jurisdictional programs that include mangroves, recognizing that it intersects with multiple instruments and
ecosystem types. Seagrasses and salt marshes are not considered forests, so are not included in REDD+,
but could be part of a broader landscape-scale approach.®**?2REDD+ activities rely upon accurate and robust
benefit sharing with stakeholders, which depends upon in-depth knowledge of resource stewards and
users.® This includes clear carbon rights and land tenure arrangements. REDD+ payments are disbursed to
implementers after results (i.e. emissions reductions) have been verified, meaning that it is implementers that
carry risk.%

Some REDD+ programs, like jurisdictional programs under the World Bank’s Forest Carbon Partnership
Facility (FCPF) Carbon Fund,®® can support both carbon credit generation and non-carbon market RBF.
However, the same emission reduction (ER) unit cannot be used for both purposes. Each ER is contractually
assigned to a single, exclusive use: either transferred for potential use in carbon markets or retained by the
host country to count toward its nationally determined contribution (NDC), without transfer. This approach
ensures compliance with UNFCCC rules and safeguards against double counting to preserve environmental
integrity.
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Enabling conditions: Results-based Finance under REDD+

Reminder: also see the “Enabling conditions needed for all NCMAs” section earlier in the report.

Always necessary

Access to early-stage capital. REDD+ entails stringent methodologies that require significant capacity-
building to meet, which in turn requires the injection of substantial capital to build a country or project’s
readiness even before developing the project document. Results-based payments are made once
results are demonstrated, so the project will require financing from other sources for building project
readiness and project design, or arrange advanced payments.

Benefit sharing systems. Jurisdictional REDD+ programs require equitable and transparent frameworks
for disbursement of project benefits among stakeholders.

Meet conditions of the UNFCCC Warsaw Framework for REDD+: To access results-based finance
under REDD+, countries must meet the four elements outlined in the Warsaw Framework:%®

« National REDD+ strategy or action plan

- Forest Reference Emission Level (FREL/FRL)
« National Forest Monitoring System (NFMS)
« Safeguards Information System (SIS)

While mangrove forests have smaller global coverage than terrestrial tropical forests, it is important
they are adequately included in these elements. It may necessitate additional considerations; for
example, updates to the national forest definition, clear references in the national REDD+ strategy, or
including soil organic carbon in the FREL with corresponding emission factors to support accurate
quantification and reporting.

Environmental and social safeguards: To access RBF payments, the REDD+ program must adhere to
REDD+ Cancun safeguards, or other agreed and robust safeguard standards. Cancun safeguards are
internationally adopted guidance from the UNFCCC for environmental and social safeguards that
ensure that projects complement existing efforts, are transparent, equitable, inclusive, incentivize
conservation, and address risks of reversal and leakage.’

Often necessary

Accessible formal financial services. For the monetary benefits in REDD+ programs, local stakeholders
who may be responsible for project operations need to be able to receive and manage these benefits,
allowing equitable distribution as defined in the benefit sharing plan.

Generation of financial returns. REDD+ may integrate other financing approaches that do entail
financial returns; so, while this potential is not an explicit requirement, it can often help make projects
more sustainable and bring further benefits to local communities.

International market demand. The results of REDD+ projects often yield products (e.g. climate-friendly
cocoa for a premium) that enter international commodity markets, but they can also be set up
independent of global markets.

Large scale. Significant set-up costs make establishing REDD+ projects challenging for smaller project
areas; however, taking a ‘nested’ approach, which integrates project-scale activities into national
programs, can facilitate the participation of projects of varying scales, contributing to a more inclusive
and flexible REDD+ architecture. A nested approach supports results-based finance, reduces set-up
costs, and improves the assessment of local deforestation drivers, enabling mitigation actions to be
more effectively tailored to specific social, ecological, and geographic contexts.%9°

Establish a dedicated fund: The establishment of a specific fund can help support forest and BCE
conservation by channeling funding for carbon and non-carbon benefits. Such a fund helps coordinate
actions across government levels and sectors, and can use co-benefit indicators such as biodiversity
or conservation indices in its funding criteria to incentivize activities such as the expansion of protected
areas.
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Sometimes necessary

Domestic market demand. REDD+ projects do not typically depend on domestic markets but are likely

to incorporate a domestic market for non-timber forest products or other alternative livelihoods within
the project parameters.

Leveraging public and private finance through blended finance mechanisms. This mechanism
mobilizes resources for REDD+ by matching public and private funds, whereby a government or
international institution commits to contribute an amount equal to that invested by a private entity or
national government in a REDD+ initiative. It reduces financial risk, enhances project bankability, and
incentivizes private sector participation. Blended finance also helps governments scale up REDD+

implementation by supplementing limited public budgets and promoting long-term financial
sustainability.'01o"

Insight: Indonesia — Results-Based Finance for Mangroves

Indonesia’s ‘FOLU net sink 2030 target? represents the nation’s climate goal for their forestry and
other land use (FOLU) sector to absorb more carbon than it emits by 2030, through activities like
reforestation and reducing deforestation. Indonesia includes mangroves within their FRL, which accounts
for aboveground biomass, below ground biomass, and carbon soil in mangroves and peatlands.'®

This means that mangroves are included within the FOLU net sink 2030 target, which is being funded
bythe Indonesian state and arelatively small component through RBF from Norway.'** Afterindependent

verification of 11.2 million tons of reduced emissions from forests, Norway made the first payment of
USD 6 million in 2022.°5

Additional resources:

National Funding Mechanisms For REDD+: Lessons Learned and Success Factors | UN-REDD Programme | 2022

Unlocking Blue Carbon Development: Investment Readiness Framework for Governments | World Bank Group |
2023

The inclusion of Amazon mangroves in Brazil's REDD+ program | Bernadino et al | 2024
Nesting REDD+ Pathways to Bridge Project and Jurisdictional Programs | TNC | 2021
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https://www.nature.com/articles/s41467-024-45459-w
https://www.nature.org/content/dam/tnc/nature/en/documents/REDDPlus_PathwaystoBridgeProjectandJurisdictionalPrograms.pdf

Impact bonds

Conservation and environmental impact bonds involve the investment of private capital in a conservation
initiative against specific project outcomes. The investor is repaid by a designated outcome payer (e.g. a
philanthropic or government funder) only if these outcomes are achieved and verified by a third party. This
means that investors provide upfront capital to service providers with no guarantees they’ll get it back.
Impact bonds are not considered ‘true’ bonds because they are not traded on markets.'®

Such an approach carries higher risk for the investor (often a private funder), but with potential financial
reward, given interest accrued on the loan. This makes impact bonds accessible to service providers who
do not have high creditworthiness or financial resilience.'’

Enabling conditions: Impact bonds

Reminder: also see the “Enabling conditions needed for all NCMAs” section earlier in the report.

Always necessary

Access to early-stage capital. The loans from the investors provide the upfront capital needed, and
require considerable time to identify and negotiate terms with investors. Other costly components
include legal costs and overcoming regulatory hurdles."®

Partnership of investors, service providers, and outcome funders. Establishing impact bonds requires
setting up and negotiating the terms of unique partnerships of stakeholders. Given risk is primarily
taken on by the investors, very strong project design and risk mitigation measures will need to be
demonstrated from the outset.

Often necessary

Accessible formal financial services. Project design for impact bond-funded projects can vary.
Accessible capital at the local level may be necessary, or capacity-building and sustainable
development may take place through other means.

Sometimes necessary

Generation of financial returns. Investors become interested in impact bonds given their potential to
deliver financial returns via interest accrued on the loan. However, these returns are paid for by the
outcome funder, meaning the project itself does not need to generate funds, only to meet pre-agreed
outcomes.

International market demand. Given that impact bonds cannot be traded, the initial investor/s will
remain involved for the project duration.’®®

Domestic market demand. The establishment of an impact bond does not require the creation of
tradeable commodities at any level, though they may be included within the remit of some projects.

Large scale. Impact bonds are scalable from local- to regional-level conservation efforts. Often, they
may be launched as part of a program funding multiple impact bonds.™™
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Case study: Impact bonds in action

Small-Scale Fisheries (SSF) Impact Bond

Southeast Sulawesi, Indonesia
Project area: 144.71 km?

Leads, partners, governance

Lead: Rare Innovative Finance, Rare Fish Forever Indonesia (implementer)

Performance manager: Levoca

Global counsel: Reed Smith

Local counsel: Arifin, Purba & Firmansyah “APF”

Results verifier: The Center for Coastal and Marine Studies (PKSPL) at the Bogor Institute of Agriculture
(IBP University)

Governance: A Project Steering Committee will coordinate operational decisions

throughout the implementation of the project.

Project financing

Total project outcome funding is anticipated to reach USD 6 million. Investors (private and, where
applicable, philanthropic sources) provide upfront capital to cover initial implementation costs of
community-driven NbS. Outcome funders (philanthropic organizations and governments) repay
investors only for each when socio-environmental outcome metric once it has been achieved and
independently verified.

Narrative

The SSF Impact Bond in SE Sulawesi aims to establish three new Managed Access with Reserves
(MA+R) and fisheries rights within them, as well as formalize and strengthen the community-led SSF
sector. Thisincludes establishing legally recognized Fishery Management Bodies (FMBs) and supporting
legal registration and strengthening of fishers and microbusinesses along the domestic SSF value
chain. This formalization strengthens governance, creates financial identities, improves resource
management, and unlocks access to formal financial services. By tying investments to pre-agreed,
verified socio-environmental outcomes, the Bond aligns financial returns with measurable impacts.

Former successes of Rare’s Fish Forever program provided the foundation for defining outcome metrics.
A blue bond approach was considered, but ultimately not chosen, given that blue bond proceeds often
do not reach SSF communities due to their informal financial status.

Enabling conditions

« Accessible formal financial services: The formalization of the FMB as a registered, legal entity is
one outcome metric. The project will also undertake financial literacy training and Savings Clubs
development.

« Generation of financial returns: To return principal investment, five primary outcome metrics must
be met. Three additional premium metrics, if met, generate a return for investors.

« International market demand: Existing demand for the impact bond product forms the backbone
of a scaling strategy to grow from pilot to regional to global reach.

« Domestic market demand: Governmental support provides domestic demand, through agreeing
to pay for outcomes that align with their political commitments to the worldwide 30x30 initiative for
governments to designate 30% of Earth’s land and ocean area as protected areas by 2030.

« Access to early-stage capital: Significant investment and outcome funding commitments at the
start of the project were necessary.

« Large scale: The SSF Impact Bond will establish three MA+Rs in SE Sulawesi with a collective area
of 14471 km2. This large area is necessary for achieving outcome goals and sufficiently contributing
to governmental targets.
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Additional resources:

Environmental Impact Bonds: a common framework and looking ahead | M W Brand et al | 2021
Rare’s small-scale fisheries impact bond | Rare | 2025

[Diagram]: Innovative Financing: Environmental Impact Bonds | American Flood Coalition | 2019

Project Finance for Permanence (PFP)

Project Finance for Permanence (PFP) is a funding approach designed to secure the policies, capacity, and
long-term financing needed to achieve conservation goals.™ It draws on practices from the mainstream
financial sector that have proven to maintain sustainable financing." This approach involves large and
varied groups of stakeholders, including investors, government, civil society, and communities, creating a
detailed conservation plan, estimating long-term costs, securing upfront commitments for financing, and
setting clear goals and milestones for fund disbursement.™ Once the plan is secured, the program seeks
donors willing to commit initial funds: often a mixture of public and private financiers. Over time, the
government will adopt policy changes needed to meet the pre-defined conservation goals and progressively
increase its share of project funding, disbursed as milestones are reached, until it fully assumes ongoing
costs.™

PFP can draw on a variety of funding approaches, including results-based finance, carbon markets, and
classic philanthropic funding.™ It adapts practices from the mainstream financial sector to overcome
challenges associated with long-term sustainable financing for large-scale conservation." PFP can also be
combined with other financing approaches, such as debt-for-nature swaps and blue bonds."™

Enabling conditions: PFP

Reminder: also see the “Enabling conditions needed for all NCMAs” section earlier in the report.

Always necessary

Access to early-stage capital. PFP programs need to seek donors willing to commit the significant
initial funds required to meet agreed-upon conservation goals, as well as map out how future funding
will ensure that these goals will be maintained or expanded upon. Ongoing funding is disbursed when
pre-agreed milestones are reached.

Large scale. Generally speaking, long-term conservation goals rely on conserving a large area, as this
builds resilience to slow- or rapid-onset environmental variation such as climatic changes.

Often necessary

Accessible formal financial services. PFP designs can vary widely, so the importance of local
accessibility to capital will depend strongly on project design. Given that PFP normally takes a
comprehensive approach, it is likely that many project designs will incorporate or necessitate formal
financial services.
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Sometimes necessary

Generation of financial returns. PFP approaches typically do not seek to monetize project activities
or ecosystem services, though they may be combined with other financing approaches that do.

International market demand. PFP approaches do not typically depend on external markets but may
be established within combined approaches that do.

Domestic market demand. PFP approaches do not typically depend on domestic markets but may be
established within combined approaches that do.

Insight: The Forever Costa Rica Association"®

Created in 2010, Forever Costa Rica was the second PFP model applied to conservation to be
established in the world. They manage, invest, and mobilize resources from a range of international

and private funding sources, through a very wide range of projects that aim to conserve biodiversity
and promote sustainable livelihoods.

Several of their projects focus on mangroves. For example, one project focused on integrating
mangroves into a regional climate adaptation plan, to support future decision-making around restoration
of mangrove ecosystems as a means of building adaptation and mitigation. Proposed measures also
include integrated seagrass management.

Additional resources:

Securing Sustainable Financing for Conservation Areas: A Guide to Project Finance for Permanence | Amazon
Sustainable Landscapes Program and WWF | 2021

Annual Report 2023 | Forever Costa Rica Association | 2024
Great Bear Sea PFP | 2024
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https://files.worldwildlife.org/wwfcmsprod/files/Publication/file/1z0aqa0cl9_PFP_ASL_WWF_REPORT_2021_March_22_final_.pdf
https://files.worldwildlife.org/wwfcmsprod/files/Publication/file/1z0aqa0cl9_PFP_ASL_WWF_REPORT_2021_March_22_final_.pdf
https://forevercostarica.org/wp-content/uploads/2024/05/Annual-Report-2023-1.pdf
https://coastfunds.ca/wp-content/uploads/2024/07/GreatBearSea-English-web.pdf

ENTERPRISE-BASED APPROACHES

Building and strengthening sustainable local economies is key to the longevity of BCE
conservation, restoration, and sustainable management efforts. Interventions at the local
level to support sustainable business practices create financial incentives that persist long-
term. Similarly, enterprise-based approaches build financial freedom and autonomy,
reducing reliance on external funding for BCE projects and instead empowering local
communities and organizations to manage BCEs themselves indefinitely. This section
explores two financing approaches that focus on supporting local enterprises that in turn
support BCEs.

Supporting Micro-, Small, and Medium-sized Enterprises
(MSMEs)

Local businesses within coastal communities are well-positioned to support BCEs, with the right tools. Micro-,
Small, and Medium-Sized Enterprises (MSMEs), defined through metrics related to having fewer employees,
fewer assets, and/or lower revenue than larger enterprises,"™ account for 90% of businesses, 60 to 70% of
employment, and 50% of GDP globally. MSMEs often sustain or provide the livelihoods of marginalized and
vulnerable groups.'°

In the context of BCEs, projects often focus on bioeconomy businesses: those that rely on biological
resources. Projects can help build sustainable value chains that use BCE products (e.g. fish, mangrove
honey, etc.) through promoting the growth of MSMEs that follow sustainable management practices

Efforts to support MSMEs can foster local champions for protecting BCEs and support BCE projects through
economic means. Efforts may include:

« Financial education and business mentorship

« Ensuring compliance with market standards
Promoting formalization of MSMEs

« Improving access to formal financial services.

Inthe long term, building the financial resilience for MSMEs fosters sustainable natural resource management
practices by reducing pressure on businesses to over-extract or degrade resources.
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Enabling conditions: MSMEs

Reminder: also see the “Enabling conditions needed for all NCMAs” section earlier in the report.

Always necessary

Accessible formal financial services. Often fostered within the purview of the project itself, formal
financial services are essential for building MSME resilience and capacity.

Generation of financial returns. Support for MSMEs is predicated on them benefiting financially
through expanded and/or improved practices.

Domestic market demand. Demand at the domestic level for the products or services that the MSMEs
provide is essential for fueling their business model. Businesses that fulfill certain environmental criteria
can cater to demand for sustainably sourced products.

Sometimes necessary

International market demand. It is not typically necessary for MSMEs’ products and services to enter
the international market, though they may in some cases.

Access to early-stage capital. Projects that support MSMEs can be established for relatively low cost,
depending on the scale involved. Cost also depends on the scope of the project; for instance, projects
that actively monitor impacts of project activities on associated BCEs will have higher costs.

Large scale. Projects that support MSMEs can feasibly function at smaller scales. Aggregating similar
MSMEs to streamline support services can help build economies of scale.
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Case study: Supporting MSMEs in action:

Fish Forever: Financial & Market Inclusion (FMI) with Gender Integration

Southeast Sulawesi, Indonesia

Leads, partners, governance

Lead: Rare, Indonesia’s Ministry of Marine Affairs and Fisheries

Partners: provincial marine and fisheries agencies, district government fisheries agencies, Bank Rakyat
Indonesia (BRI), Bank Negara Indonesia (BNI), Haluoleo University, Kendari Muhammadiyah University,
SE Sulawesi’s provincial agency for cooperative and microbusinesses

Social security provider: BPJS Ketenagakerjaan

Target beneficiaries: SSF actors (fishers, fish processors, fish traders, and first-level fish buyers/
collectors).

Project financing

. Grants totaling approximately USD 20,000 — 30,000 provided by MAC Foundation, Walton
Foundation, and ORRAA mostly for training programs

«  Contribution of around USD 5,000 by SE Sulawesi’s provincial agency for cooperatives and
microbusinesses and around USD 1,000 by BPJS Ketenagakerjaan for training programs

Narrative

Rare’s Fish Forever program has a longstanding history of working with small-scale fisheries in
Indonesia. The FMI project aims to:

1. Increase the financial literacy of SSF actors (including women) and linking them with formal financial
institutions, such as social security providers.

Facilitating SSF actors to form Savings and Loans Clubs to build their social and economic resilience.

Strengthening fisheries microenterprises to increase added value through sustainable business
strategy development and improving management skills, business formalization and business
digitalization.

Enabling conditions

« Accessible formal financial services: Project activities enable SSF actors to hold and pool savings,
and self-funding mechanisms contribute to conservation activities (e.g. Fishery Management Body
surveillance).

« Generation of financial returns: Supporting improvements to business strategies helps improve
profits, while integrating sustainability.

« International market demand: The project does not involve international markets given the
fisheries products involved are not suitable for international sale.

« Domestic market demand: The SSF supply chain involved reaches domestic markets in local
communities and cities.

« Accessto early-stage capital: Initial capital was relatively modest, used mostly for training activities
that enhance community skills, providing business management tools for fish buyers, and small
grants to FMB businesses.

« Large scale: The project has seen thousands of financial literacy training attendees, and the
establishment of dozens of savings clubs and formalized microbusinesses.
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Additional resources:
Improved practices for forest management and fish smoking in Cameroon’s mangroves | CIFOR-ICRAF | 2023

Financial Inclusion to support Ecosystem-based Adaptation for Small-Scaling Fishers in the Philippines | Anindita
Chakraborty and Swati Mehta Dhawan | 2025

Development of Java Coastal MSMEs Based on Blue Economy | E P Putri | 2024

Building micro, small and medium enterprises’ capacity and access to green finance through the Land Finance
Hub: A case study of Indonesian MSMEs | CIFOR-ICRAF | 2023

Many products and industries rely on healthy and intact BCEs, including fisheries, timber, and tourism. The
supply chains for these products and services need to be sustainable and resilient to change. There are
many ways that projects can support this. Among the most useful is the establishment of, and/or adherence
to, standards and certifications that mark products and services that follow sustainable practices.

Stakeholders at all stages of a supply chain have roles to play in sustainable practice, including producers,
value adders, intermediary buyers and traders, retailers, and end consumers. The activities of producers
have the most direct impact on BCEs, though their modes of practice are influenced by the characteristics
and demands of, and contractual relations with, the rest of the supply chain.

Projects that work with supply chains for the benefit of BCEs may:

- Create and/or facilitate standards and certifications that incentivize sustainable practices within the
supply chain (for instance, greater product value or access to lucrative markets for producers).

- Facilitate capacity-building to grow and support sustainable practices (e.g. providing tools or education
in sustainable harvesting practices for producers).

« Undertake efforts to build consumer demand for sustainable products.

« Improve corporate policies to prioritize sustainable sourcing — for example through carbon insetting,
where companies work to reduce carbon emissions within their own supply chain.

« Take jurisdictional approaches that mandate sustainable supply chain practices.
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https://www.cifor-icraf.org/publications/pdf_files/brief/8879-SWB-Brief-9.pdf
https://rare.org/wp-content/uploads/2024/12/Financial-Inclusion-for-EbA-_draft-report-with-exec-summary68.pdf
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Enabling conditions: Supply chain interventions

Reminder: also see the “Enabling conditions needed for all NCMAs” section earlier in the report.

Always necessary

Accessible formal financial services. Robust supply chains rely on actors at all stages, including
producers, being able to access formal financial services. A lack of such services can leave producers
(and others) vulnerable to unjust and inequitable working conditions and trade.

Generation of financial returns. The businesses involved in supply chains will typically be most
interested in projects that can improve their profit margins.

Domestic market demand. Demand is typically necessary at the domestic level for the products
involved in the supply chains. In some cases, demand may need to be stimulated, such as for certified
sustainable products. This can be achieved through government intervention or awareness campaigns
targeting consumers.

Sometimes necessary

International market demand. Many supply chains do not reach the international market and can be
robust and resilient without international trade.

Access to early-stage capital. Depending on the project scope, substantial upfront capital may not be
necessary. For instance, supporting businesses to integrate with existing certification does not typically
require significant set-up costs. Other supply chain projects, however, such as the establishment of new
certification schemes, may require significant upfront resourcing.

Large scale. Even the integration of small producers (or other supply chain actors) can benefit overall
supply chain sustainability.
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Case study: Supply chain interventions in action

Climate Smart Shrimp (CSS)

Indonesia
Project area: 0.1km?

Leads, partners, governance

Conservation International (Cl)

Conservation International - Ventures

Konservasi Indonesia

JALA (aquaculture technology company and shrimp farm owner)

Project financing

«  Philanthropic funding: USD 450,000
- Impact investment: USD 300,000
«  Private investment: USD 700,000

This approach is being scaled through the development of the Climate Smart Shrimp Fund (CSSF), a
revolving loan fund that combines concessional and commercial capital to provide repayable
conditional loans to shrimp farmers.

Narrative

Climate Smart Shrimp (CSS), which employs conditional financing for mangrove restoration and
responsible modernization of shrimp aquaculture. Restoring mangroves is critical to biodiversity and
climate resilience. Shrimp aquaculture has historically been a driver of mangrove destruction and an
economic barrier to restoration. CI's CSS approach couples (i) restoration of mangroves to provide
biodiversity, water quality, and community climate adaptation benefits with (i) responsible intensification
of shrimp farming for sustained income and food security. The long-term sustainability and scalability
of CSSis secured through partnerships across the aquaculture value chain and with financial institutions
to provide access to investment capital.

Enabling conditions

« Accessible formal financial services: CSS delivers reliable, cost-effective access to finance and
technical assistance.

« Generation of financial returns: Not applicable for the pilot projects, but the CSSF may ultimately
involve return-seeking investors.

« International market demand: Being established as part of the project.
« Domestic market demand: Being explored in Indonesia with national retail outlets.
« Access to early-stage capital: Established as part of the project.

« Large scale: Not necessarily key as shrimp farm improvement and restoration can take place
across a range of spatial scales; however, large project areas offer advantageous opportunities for
expansive, contiguous restored mangrove habitats.

54 BEYOND CARBON CREDITS: DEMYSTIFYING NON-CARBON MARKET APPROACHES FOR BLUE CARBON ECOSYSTEMS



Also supporting supply chain interventions, Blue Carbon Plus (BC+) is a global initiative that promotes
sustainable, economically viable business models that benefit coastal ecosystems, the communities
that depend on them, and the climate. Launched in 2024 as a partnership between Conservation
International (Cl) and The Nature Conservancy (TNC), BC+ seeks to unlock the potential of blue carbon
ecosystems—such as mangroves, salt marshes, and seagrasses—to tackle climate change while
delivering tangible social and economic benefits.

BC+ addresses key barriers to carbon finance—such as complex regulations, uncertain land and
resource rights, and limited local capacity—by supporting innovative business models that link
conservation with sustainable production. Rather than relying solely on carbon credits, BC+ champions
regenerative enterprises in which coastal habitat restoration and protection become core drivers of
local economies.

By integrating blue carbon conservation with economic opportunity, BC+ attracts both local and global
investment, helping to build a future where nature and people thrive together.

One example of a BC+ model is the sustainable cultivation of Salicornia in salt marshes. Seawater
Solutions, a regenerative agriculture business and BC+ partner, is piloting Salicornia-based restoration
efforts in Portugal and Ghana. Salicornia sequesters significant soil carbon and supports emerging
markets in food, cosmetics, and alternative livestock feed. Developing this supply chain offers both
climate benefits and local livelihood opportunities, as community members can participate as producers
or processors. The feasibility of integrating this model into a corporate insetting program is currently
being explored, with the goal of attracting private finance, building local capacity, and scaling a
replicable business model.

Additional resources:
Investing in Mangroves: The Corporate Playbook | World Economic Forum | 2025

Options for mangrove-friendly alternative livelihoods in the mangrove ecosystem | Wageningen Marine Research
| 2022
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PUBLIC FINANCE-BASED APPROACHES

Public finance —finance allocated by national or local governments — continues to fund
most conservation efforts: around 80% by recent estimates.”” Public finance revenues for
conservation originate from various mechanisms, including taxes, fees, royalties,
compensation payments, and fines. Tax revenue, for instance, is gathered, pooled, and
allocated as part of the governmental budget, but some governments or administrative
bodies have means of directly garnering funds for environmental activities through eco-
taxes. These mechanisms specifically tax environmentally harmful activities internalizing
the environmental, social, and economic costs that would otherwise not be captured.
Carbon taxes are a prime example of this mechanism in action.

Aside from domestic public finance, funding can also originate from another nations. Official development
assistance (ODA) is governmental aid from developed countries that targets the economic welfare and
development of developing countries, usually within specific geographic and sectoral parameters defined
by the donor countries.”? Climate and biodiversity goals are closely tied to sustainable development, and
contemporary ODA often targets the conservation, restoration, and sustainable development of ecosystems,
including BCEs.”®> ODA can take the form of concessional finance, grants, and technical assistance.
Increasingly, ODA is disbursed conditional on outcomes, known as results-based ODA. This promotes
transparent impact evaluation via MRV and the fostering of benefits that directly reach local communities.*

Public funding falls outside of the scope of this report, thus readers can review other resources that cover it
in detail below.

Additional resources:
The Ocean Finance Handbook | Friends of Ocean Action | 2020

Financing Nature: Closing the Global Biodiversity Financing Gap | The Paulson Institute, The Nature Conservancy,
and the Cornell Atkinson Center for Sustainability | 2020

Blue Forest Finance:Financing the protection and restoration of blue forests and meadows | CSIRO | 2022
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https://www3.weforum.org/docs/WEF_FOA_The_Ocean_Finance_Handbook_April_2020.pdf
https://www.paulsoninstitute.org/wp-content/uploads/2020/09/FINANCING-NATURE_Full-Report_Final-Version_091520.pdf
https://www.paulsoninstitute.org/wp-content/uploads/2020/09/FINANCING-NATURE_Full-Report_Final-Version_091520.pdf
https://research.csiro.au/iora-blue-carbon-hub/wp-content/uploads/sites/321/2022/11/Blue-forest-finance-guide-FINAL.pdf

GRANT-BASED APPROACHES

Grant-based approaches do not seek financial returns. While some grant-based approaches
are very well-developed and understood, others are newer and more innovative. Many
innovative approaches are learning from other sectors to ensure that conservation goals
and associated financing are reliable and sustainable in the long term — something that has
historically been difficult to secure in these types of approaches.

Many grant-based approaches represent a high impact potential, given that very large amounts of money
and resources can be involved. Often, they are conditional, based on funders’ priorities. Grants can be
issued by private philanthropic organizations, or by governments for domestic projects, typically through a
competitive application process and conditional on pre-defined outcomes. However, grants are often one-
time or short-term opportunities that often serve as a financial bridge for structural changes to policy or
sustainable management, but do not alone represent a self-sustaining financial pathway for projects.

Conservation Trust Funds (CTFs) are an especially powerful long-term funding mechanism that typically
follows a grant-based approach, though other funding approaches may be incorporated. For instance, some
CTFs may be replenished through repayments on concessional loans rather than offering grants.

CTFs specifically support projects like protected area management, sustainable development, and nature-
based solutions to climate change.” Trust funds are private institutions that can be used to unlock and
implement long-term financing for environmental or social projects through pooling funds from various public
and private sources and distributing them gradually over time via NGOs, community-based organizations
(CBOs), or government agencies. Examples include:

- Endowment funds, which invest the capital and use the returns on investment for project financing

- Sinking funds, which finance projects until the finite fund is exhausted

+ Revolving funds, which are frequently replenished to help enable longer-term financing. Revolving
funds can be paired with PES projects, by using generated PES capital to re-invest in environmental
projects.'?

The enabling conditions surrounding grant-based approaches may typically be simpler to meet for many
potential projects, though they vary widely on a case-by-case basis.

Additional resources:

The Ocean Finance Handbook | Friends of Ocean Action | 2020

The Little Book of Investing in Nature | Global Canopy | 2020

Practice Standards for Conservation Trust Funds | Conservation Finance Alliance | 2020
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https://www3.weforum.org/docs/WEF_FOA_The_Ocean_Finance_Handbook_April_2020.pdf
https://globalcanopy.org/wp-content/uploads/2021/07/LBIN_2020_RGB_ENG.pdf
https://static1.squarespace.com/static/57e1f17b37c58156a98f1ee4/t/620fc5df0c701728749585da/1645200880671/Practice+Standards+For+Conservation+Trust+Funds+2020+EN+links+-+211208+.pdf

COMPENSATION-BASED APPROACHES

Compensation-based approaches work on the principle that those causing environmental
damage should offset the damage through directly or indirectly funding conservation,
restoration, and sustainable management efforts. While such ‘offset’” approaches are
controversial, they remain a critical element of BCE funding. Some approaches may also go
beyond just compensation, aiming to ensure an overall ‘net gain’ to biodiversity, carbon
sequestration, or other metrics. Offsets are found on the lowest rung of the mitigation
hierarchy, a widely used conceptual framework that recommends that developers first seek
ways to avoid impact, minimize unavoidable impact, rehabilitate or restore ecosystems
following impact, and finally offsetting remaining impacts as a last resort.’”’

Corporate offset approaches are relatively well-known, with corporations making either bilateral payment
to projects that benefit the climate and/or environment, or purchasing carbon (or other) credits as a means
of offsetting their carbon-emitting and/or environmentally damaging activities.

Other compensation-based approaches include charging fees, royalties, or permits for the extraction of
natural resources, and using revenue for conservation purposes, overlapping with public finance-based
approaches.

Additional resources:
Biodiversity Offsets: A User Guide | World Bank | 2016

Developing ecosystem accounts for the marine and coastal environment: Limitations, opportunities and lessons
learned from the United Kingdom experience. Grilli et al | 2021
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https://documents1.worldbank.org/curated/en/344901481176051661/pdf/110820-WP-BiodiversityOffsetsUserGuideFinalWebRevised-PUBLIC.pdf
https://cbe.miis.edu/cgi/viewcontent.cgi?article=1145&context=joce
https://cbe.miis.edu/cgi/viewcontent.cgi?article=1145&context=joce

Conclusion

This report offers a diverse landscape of non-carbon market approaches, each representing a promising
pathway for financing blue carbon conservation where carbon market approaches may be unviable or
insufficient. These tools are most powerful when applied strategically, with deep attention to local enabling
conditions. As blue carbon projects advance globally, leveraging this broad financial toolbox alongside
robust safeguards and strong local partnerships will be essential to achieve durable, equitable, and high-
integrity outcomes.

Implementers or decision makers can use the information in the report to refine and expand options for
project design and development. The range of contexts and conditions is what makes blue carbon ecosystem
projects unique and challenging, and also emphasizes why it is important to use all tools available to
optimize financial flows to the communities who need them and encourage positive environmental and
social impacts.

The report introduces the fundamental information needed to determine which approach (or approaches) to
pursue and which enabling conditions will be essential to understand and support. This information should
be used to understand which financing approaches remain feasible when certain enabling conditions are
not possible in a given circumstance. In addition, this report outlines enabling conditions that may not exist
at the project outset but can be cultivated or advocated for throughout the project design and early
implementation. However, such information should never be used to justify perverse incentives by promoting
lower-quality projects. All projects should strive to meet the High-Quality Blue Carbon Principles and
Guidance and utilize the Practitioner's Guide as a tool to help achieve them.

No financing approach needs to exist in isolation. Very often, the optimal approach involves combining
several approaches to leverage the different mechanisms they offer. Considering which approaches are
compatible with one another within a specific local context is highly recommended.

The key messages from the report include the following:

+ Effective conservation, restoration, and sustainable management of blue carbon ecosystems are
powerful nature-based solutions with local to global impacts, and associated sustainable financing
needs that equitably support local stakeholders and their families.

« Non-carbon market approaches offer a practical and scalable pathway to mobilize sustainable
finance for blue carbon ecosystems, especially where carbon markets are not viable or appropriate.
Early consideration of enabling conditions is essential to match financing instruments to context-
specific needs.

- A diverse suite of financing tools can be tailored to local contexts to support conservation, restoration,
and community resilience.

« Combined approaches that use both carbon and non-carbon mechanisms are emerging as a powerful
way to overcome individual limitations and deliver more holistic, inclusive finance strategies.

Comprehension and continued learning around these financing instruments — inclusive of and beyond
carbon markets — is essential for an equitable and resilient future. This report is intended to begin to facilitate
this process, making BCE financing solutions more accessible and approachable across all project stages.
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https://oceanriskalliance.org/wp-content/uploads/High-Quality-Blue-Carbon-PG_FINAL_11.9.2022.pdf
https://oceanriskalliance.org/wp-content/uploads/High-Quality-Blue-Carbon-PG_FINAL_11.9.2022.pdf
https://oceanriskalliance.org/wp-content/uploads/High-Quality_Blue_Carbon_Practitioners_Guide_Oct2024.pdf
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Acronyms

ADB Asian Development Bank IMAS Integrated Mangrove Aquaculture Systems
AFD French Development Agency IPBES Intergovernmental Science-Policy Platform
on Biodiversity and Ecosystem Services
BBIC Belize Blue Investment Company IP and LC Indigenous Peoples and Local Communities
BCE Blue Carbon Ecosystem KPI Key Performance Indicator
BC+ Blue Carbon Plus MA+R Managed Access + Reserve
CBD Convention on Biological Diversity MRV Measurement, Reporting, and Verification
CBO Community-Based Organization MSMEs Micro-, Small, and Medium-sized Enterprises
CcCB Climate, Community and Biodiversity NbIS Nature-based Insurance Solutions
Cl Conservation International NbS Nature-based Solutions
CIFOR Center for International Forestry NCMA Non-Carbon Market Approach
Research
CO2e Carbon dioxide equivalent NFMS National Forest Monitoring System
COP Conference of the Parties NGO Non-Governmental Organization
CORSIA Carbon Offsetting and Reduction Scheme | ODA Official Development Assistance
for International Aviation
CSIRO Commonwealth Scientific and Industrial ORRAA Ocean Risk and Resilience Action Alliance
Research Organisation
CSS Climate Smart Shrimp PCIC Philippine Crop Insurance Corporation
CTF Conservation Trust Fund PES Payments for Ecosystem Services
DA-BFAR  Philippines Department of Agriculture PFP Project Finance for Permanence
Bureau of Fisheries and Aquatic
Resources
DAC Development Assistance Commitee RBF Results-based Finance
DBS Development Bank of Seychelles REDD+ Reducing Emissions from Deforestation and
forest Degradation in developing countries
DFC United States International Development REM REDD for Early Movers
Finance Corporation
EbA Ecosystem-based Adaptation RISCO The Restoration Insurance and Financial
Services Company
FAO Food and Agriculture Organization of the ROI Return on Investment
United Nations
FMB Fishery Management Body SeyCCAT Seychelles Conservation & Climate
Adaptation Trust
FMI Financial and Market Inclusion SSF Small-Scale Fisheries
FOLU Forestry and Other Land Use SIS Safeguards Information System
FPIC Free, Prior and Informed Consent SMEs Small and Medium-Sized Enterprises
FREL/FRL Forest Reference Emission Level SPV Special Purpose Vehicle
GCF Green Climate Fund SSF Small-Scale Fishery
GEF Global Environment Facility TNC The Nature Conservancy
Glz German Agency for International UNEP United Nations Environment Program
Cooperation
GRiF Global Risk Financing Facility USAID United States Agency for International

Development
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Annex 1: Carbon market approaches

Carbon market approaches involve the quantification of carbon fluxes and sequestration within a BCE and
generating a proportionate amount of carbon credits, that can then be sold and traded internationally. The
generation of carbon credits depends on sequestration increasing (and/or emissions reducing) over time
due to specific project activities.

Given that this report focuses on NCMAs, carbon market approaches are briefly included here purely for
comparison purposes. A variety of other resources provide comprehensive introductions to carbon market
approaches in the context of BCEs.

Enabling conditions
Reminder: also see the “Enabling conditions needed for all NCMAs” section earlier in the report.

Always necessary

Accessible formal financial services. Local BCE stewards need a means of receiving and managing
payments for carbon credits.

Generation of financial returns. Carbon market projects are established with the expectation that the
carbon credits generated will yield financial benefits for stakeholders. The establishment of benefit-
sharing agreements among stakeholders is important.

Access to early-stage capital. High-quality carbon market projects need to follow a rigorous set-up
process. This involves employing high-quality methodologies that establish additionality and
permanence, engaging with stakeholders including local communities to receive FPIC, establishing
safeguards, grievance and legal redress mechanisms, and MRV, registry, and sometimes REDD+
nesting. This upfront funding may be secured via grants or via forward sales of credits (though the latter
brings risks of selling credits below future market value).

High-integrity capital. The competition created by high demand for blue carbon credits, while
potentially beneficial for communities and project developers, can also tempt bad actors. Investors and
buyers need to be held accountable for credit quality factors within their control, which requires
applying ethical and high-integrity guidelines to project developers. Communities and project
developers should also seek only investors offering good prices and support.

Often necessary

International market demand. Many carbon market projects depend upon selling generated credits
to international markets at a good price. Demand for carbon credits is growing on both mandatory and
voluntary carbon markets but can fluctuate.

Domestic market demand. Some nations, such as Australia, Japan, and Thailand, have national
markets for carbon credits, following specific frameworks.

Large scale. Carbon crediting models may rely on larger scales to justify the costs to implement a
project and increase profit margins, but size is not necessarily a requirement. It is possible for individual
landholders to generate and sell carbon credits on a smaller scale. Bundling, stapling, and stacking
carbon market projects can overcome barriers related to scale.

62 BEYOND CARBON CREDITS: DEMYSTIFYING NON-CARBON MARKET APPROACHES FOR BLUE CARBON ECOSYSTEMS



Case study: Carbon market approaches in action

Vida Manglar — Blue carbon REDD+ project in the Gulf of Morrosquillo
Gulf of Morrosquilo, Colombia
Project area: 75.61km?

Leads, partners, governance

Conservation International (Cl) as project proponent, CVS Regional Environmental authority, INVEMAR
National Research Institute, Omacha Foundation and 14 community-based associations.

Project financing

Feasibility assessment funding was provided by the Global Environmental Facility (GEF). Apple Inc.
supported project design and verification underthe Verra standard, and credits were sold internationally.
Credit prices increase with each issuance, to ultimately eliminate the need for philanthropic support.
90% of 2015-2018 revenue was invested back into protected area management, including salaries of
local experts, developing ecotourism and economic alternative programs, and trainings. To ensure
financial sustainability, Vida Manglar currently uses blended finance: credits, fee payments, and an
endowment fund for program maintenance.

Narrative

Vida Manglar is the first BCE conservation program in the world to be certified with the Verified Carbon
Standard (VCS) using the wetland module (VMOO0O7) and climate, community and biodiversity (CCB),
and approved by Verra. The estimated project length is 30 years from 2015-2045, resulting in a
projected emissions reduction of 939,296 tonnes of CO, equivalent. Vida Manglar has enabled long-
term success by recognizing communities as key participants in decision making, and by supporting
alternative livelihoods, including ecotourism, bee products and sustainable agriculture. Local trust and
support, coupled with clear resource rights, has proven essential.

Enabling conditions

« Accessible formal financial services: several environmental institutes spent over three years
conducting a feasibility assessment to gather data, information, and ensure the infrastructure of
financial services in the area could support carbon crediting.

« Generation of financial returns: financial returns were expected, generated, and distributed
through a transparent benefit-sharing pathway.

« International market demand: provided by well-established international carbon markets and a
demand for nature-based credits.

« Domestic market demand: not highly relevant for this project.

« Access to early-stage capital: Some capital was invested into the project prior to pursuing carbon
finance but was insufficient to mitigate illegal cutting or to restore lost areas. Approximately $500k
in philanthropic funding was used to develop the Project Document, go through Validation and
Verification, and secure CCB certification.

« Large scale: a large project area with high rates of loss and high potential to be managed was
important to ensure the carbon potential was high enough for project feasibility and Verra approval.

Additional resources:
The Blue Carbon Handbook | Lisa Schindler Murray, Ben Milligan | 2023

Deep Blue: Opportunities for Blue Carbon Finance in Coastal Ecosystems | International Finance Corporation |
2023

State of the Blue Carbon Market 2024 | Ecosystem Marketplace | 2024
Overview of Carbon Markets under Article 6 of the Paris Agreement | Conservation International
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https://oceanpanel.org/wp-content/uploads/2023/06/Ocean_Panel_Blue_Carbon_Handbook-1.pdf
https://www.ifc.org/content/dam/ifc/doc/2023-delta/deep-blue-opportunities-for-blue-carbon-finance-in-coastal-ecosystems-optimized.pdf
https://www.ifc.org/content/dam/ifc/doc/2023-delta/deep-blue-opportunities-for-blue-carbon-finance-in-coastal-ecosystems-optimized.pdf
https://www.ecosystemmarketplace.com/wp-content/uploads/2024/10/State_of_the_Blue_Carbon_Market_FINAL-with-box.pdf
https://d2iwpl8k086uu2.cloudfront.net/docs/default-source/s3-library/publication-pdfs/article-6-explainer-apr2025.pdf
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