

Executive Summary
Biodiversity loss is a key environmental issue that has critical effects extending globally and affecting all life on earth. Current extinction rates are up to 1,000 times higher than the baseline rate (Dasgupta Review, 2021) and with the annual worth of ecosystem services at more than USD $150 trillion (BCG, 2021), it is an issue that will have potentially devastating effects on society as we know it unless we divert more funding to conserving biodiversity. The present biodiversity financing gap stands at $700 billion per year (Paulson Institute, 2022), and there have been a number of initiatives to fill this gap, with growing interest and acknowledgment by the private sector of their role in this problem. The sector is increasingly exploring innovative ways in which they can contribute to biodiversity restoration and protection, with one of these ways being the biodiversity credit market. 
As a rapidly emerging biocredit market is being developed and actioned at the same time, a number of regulatory tools aim to define what a credit is, how to issue and set standards, measure improvements, and so on. This policy report aims to examine whether the current direction of biodiversity credit market regulations is set to effectively deal with the complexity of the problem it tackles, and what can be done to address shortfalls. Without this, there is a risk that the market could run into severe functional issues or end up lacking effectiveness and integrity in terms of both product and operation.
Content analysis and interviews with market actors have revealed three key findings:
Broad concerns around market viability require further regulation to support the creation of the biocredit market.
IPLCs (indigenous peoples and local communities) continue to be excluded from key conversations and existing regulations are insufficient to guarantee their rights.
Government role as a regulator requires further refining, with potential focus towards supporting development and ensuring enforcement of regulations, while civil society regulation may support this and act to hold governments and market actors to account.
From these findings, this report proposes a suite of recommendations aimed at ensuring a thorough investigation into the foundations of a potential biocredit market. In order to ensure that the direction of market development is one that benefits biodiversity and those who steward it, it is essential to determine whether it can actually work and whether it is the best option to channel finance into biodiversity protection. Recommendations can be summarised as halting further sales until theoretical development is completed, launching a comprehensive consultation with IPLCs based in biodiverse areas globally and establishing clear roles for both public and civil regulators.
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Introduction
Biodiversity is an issue of critical importance with habitat and species loss occurring at breakneck rates. At the current trajectory, 30-50% of all species may be lost by mid-century (BloombergNEF, 2023). Landmark international agreements such as the Global Biodiversity Framework have been released in recent years in an attempt to meaningfully address this issue, and governments continue to collaborate internationally at forums such as the biennial UN Biodiversity COP. Next to international state action, there is growing interest and acknowledgment by the private sector of their role in this problem. Businesses and institutions are increasingly exploring innovative ways in which they can contribute to biodiversity restoration and protection. 
Along with a rise in global awareness of biodiversity protection and the introduction of market mechanisms such as nature-based carbon offsets and biodiversity offsets, another mechanism has recently seen a meteoric expansion in the sector. This is the biodiversity credit market, a voluntary market that has emerged in response to the call to garner between $600 – $800 billion in investment each year to slow extinction rates and protect global biodiversity (RePlanet, n.d.). Biodiversity credits (also known as and hereafter interchangeably referred to as biocredits) have been presented as an effort to create “coherent units of measurement to track conservation actions and outcomes” with a financial value (Porras and Steele, 2020 pg 6), and identified as an important potential in halting and reversing biodiversity loss.
However, the rapid development of the biocredit market has also resulted in a proliferation of different actors, metrics, standards, and other tools of self-regulation. As a result, the emerging market lacks a standardised, universally agreed definition for a biocredits, nor does it have a standardised way of operating projects or trading of credits. Various organisations such as Verra and Plan Vivo, which initially developed in the field of carbon offsets, are creating their own individual standards and developing their own projects (Verra, n.d.; Plan Vivo, n.d.). There is also some effort by actors such as the United Nations Development Programme (UNDP) to attempt to establish an initial oversight body – currently known as the Biodiversity Credit Alliance (BCA, n.d.). 
The lack of standardisation and agreement on many core aspects within the market (e.g., definitions, returns) is a significant concern when it comes to the complexity of biodiversity restoration and protection, as well as the integrity and feasibility of credits. As the market continues to develop and credits begin to be issued with the view to eventually being traded, it is necessary to examine whether the current direction of regulations and regulatory tools is set to effectively handle the complexity of the issue it seeks to solve. Specifically, critical questions arise as to whether a market can be formed if 1) its products are difficult to standardise and the value varies across products, and 2) the valuation of the products to be traded is questionable in and of itself. Without answers to these questions, there is a risk that the market could run into severe functional issues or end up lacking effectiveness and integrity in terms of both product and operation. 
This policy paper seeks to answer these questions through examining the current structure of the market and the current regulatory tools that are being developed.
To this end, the most recent academic and non-academic literature about biocredit markets, including the grey literature produced by relevant market actors and regulators, were collected and analysed through qualitative content analysis. In addition, interviews with various market actors were conducted to provide insights into the current functioning of the market. Inductive coding was used to analyse the transcribed interview data and identify the core regulatory issues recognized by these actors in the current development of the market.
This document starts with a background section that provides contextual information about the need for biodiversity financing and existing market-based initiatives. This is then followed by three core chapters that address the question in relation to the main themes that emerged from the research process: the viability of a biocredit market, the inclusion of indigenous peoples and local communities and the role of public and civil regulation. The final section on recommendations then provides a suite of proposals that should be taken into consideration for the future development of the market.























1. Background
1.1 The need for an increase in biodiversity financing
The key global agreement on biodiversity protection, the Global Biodiversity Framework, has set its main target to halt and reverse biodiversity loss by 2050 (CBD, 2022). Estimations from the Paulson Institute, The Nature Conservancy and the Cornell Atkinson Centre for Sustainability (2020) have found that, in order to do this, countries need to spend between $722 to $967 billion each year globally over the next ten years. With current spending just under $200 billion, this leaves a gap of around $830 billion between current and needed spending levels. With the economic cost of biodiversity loss positioned at $2.7 trillion in GDP (BloombergNEF, 2023), halting biodiversity loss and promoting restoration has gained increasing recognition in recent years, along with a growing interest in pursuing market-based approaches. This has focused on promoting finance to provide new and innovative solutions in addition to government spending and official development assistance (ODA), with a range of new tools emerging primarily from the private sector. 
A number of recent reports and studies, such as the Dasgupta Review (2021) and the State of Finance for Nature (2022), have emphasised the need to protect nature to improve economic resilience and increase financial flows to protect biodiversity. Protecting biodiversity is essential, as over half of the global economy is highly or moderately dependent on biodiversity and functioning, healthy ecosystems (WEF, 2020). Some of the fastest growing economies in the world, such as India, are also those most exposed to nature loss and degradation (BloombergNEF, 2023). At local, regional, and global levels, biodiversity is key to food production, water security and other vital services that form the basis of the global economic system (OECD, 2019).
Current funding flows consist of around 80% of the total $166 billion coming from public domestic and international sources, compared to 17% from the private sector (BloombergNEF, 2023). Private finance has traditionally occupied a significantly smaller portion of funding but there is potential for the sector to increase its contributions towards biodiversity protection. As businesses are increasingly being encouraged to examine and disclose their dependencies on biodiversity (UNEP FI, 2023), the need for increased funding towards protection and restoration measures becomes more apparent.
Despite the small contribution at present, there have been a number of market tools used by the private sector to address the issue of biodiversity loss. Typically, financing instruments such as information dissemination tools like the Task Force on Nature-Related Financial Disclosure (TNFD), and market instruments like payments for ecosystem services (PES), carbon and biodiversity offsets, have been used to finance nature and biodiversity measures (GEF, 2023). In recent years, the attention on credits and offsets in particular has rapidly increased, with a rise in the development of various standards and metrics, as well as in biodiversity-related financial products available on the market.
[bookmark: _Hlk165016318]1.2 Difficulties and Challenges in Valuing Nature
The market for both carbon and biodiversity offsets and the growing biodiversity credit market reflects the changing understanding of how nature can be valued. 
Tracing the emergence of nature valuation, the original intention of environmental scientists was to discuss ecosystem services (defined as natural capital stocks that provide diverse goods and services for human societies (Daily, 1997)) and environmental issues in monetary terms to reflect dominant social and political structures (Gómez-Baggethun and Ruiz-Pérez, 2011). This was in response to the failure of traditional conservation methods to reverse biodiversity loss (Armsworth et al., 2007) and the continued decline of ecological systems (Ewing et al., 2010) over the last four decades. This type of valuation then developed into commodification, prioritising a focus on profit and economic gain from biodiversity protection rather than on its intrinsic value. 
Environmental valuation in monetary terms, called by some market environmentalism (Bakker, 2005; Smith, 1995), has encouraged the commodification of nature and a departure from previous ‘fortress conservation’ beliefs (where the dominant idea was that in order to protect biodiversity, ecosystems needed to function in isolation from humans (Tauli-Corpuz et al., 2018)). The process of commodification has traditionally followed steps of economic framing, monetization, appropriation, and commercialization (Gómez-Baggethun and Ruiz-Pérez, 2011), reflecting the cementing of nature being turned into an economic asset that could be capitalised upon. 
Following this development, the emergence of offsets as a market mechanism illustrates the commercialisation of nature and how it has been packaged into a commodity that can be traded/exchanged according to a certain value. In this process, while the value of nature is left implicit in calculations, different types of values are even combined to “produce different products and ideal outcomes” (Apostolopoulou et al., 2019). Nature and biodiversity, not traditionally considered something that can be traded or made into a ‘product’, are now subject to increasing attempts to dissect them based on economic value and equivalent values.
Monetization remains the dominant valuation language when it comes to nature (Christie et al., 2012; Abson et al., 2014; Nieto-Romero et al., 2014 in Arias-Arévalo et al., 2018), especially when communicating with political and business institutions. But increasingly, policymakers and other stakeholders have demanded other ways of valuation beyond just monetary (Arias-Arévalo et al., 2018), in line with increasing understanding of nature having multiple types of value that cannot be captured in a single language. 
In newer tools, various methods attempt to value nature in different ways, such as baskets of metrics that change per ecosystem (CreditNature, 2023) which have the potential to compare multiple types of value. More established tools such as offsets, however, had based themselves off of valuing principles such as ‘equivalence’ between ecosystems (Apostolopoulou et al., 2018), further solidifying potentially inaccurate valuing systems. Newer tools such as biodiversity credits face a similar challenge of accurately representing what they aim to protect in their construction. Although biocredits are a nascent tool still being developed, there is still a high risk of continuing to use old, flawed assumptions of nature valuation to inform credit development, even in newer valuation methods.
1.3 Lessons from Carbon and Biodiversity Offsets
In order to understand the potential issues arising in the development of biocredits, it is useful to take a look at the already existing initiatives of carbon and biodiversity offsets. This will highlight what can be learnt from experiences in these markets and illustrate how the nascent credit market is different.
1.3.1 Lessons from carbon offsets
Carbon markets took off with the adoption of the Kyoto Protocol in 2005, where countries experimented with emissions trading schemes (ETSs) domestically, and with carbon offset projects internationally as a means to facilitate the achievement by developed countries of binding targets set for them by the protocol (Carbon Brief, 2023). Carbon offsetting is a process that allows actors to compensate for their emissions by supporting projects that reduce emissions at another location, and ‘offsets’ are tokens representing the avoided emissions that can then be traded (Carbon Brief, 2023).
The voluntary carbon market grew significantly following the adoption of the Paris Agreement in 2015, and a number of major private organisations have since pledged to achieve net-zero emissions by using carbon offsets (Black et al., 2021). The voluntary market works very differently from the original ETS and offset markets created and operated by states, as individuals or organisations buy carbon credits that are issued by privately organised certification schemes to offset their carbon footprint (Kreibich and Hermwille, 2021). However, research, such as that by Kreibich and Hermwille (2021), has found that the voluntary market as a whole remains caught between issues of credibility and feasibility regarding carbon offset projects. This is especially the case when it comes to the use of questionable methodologies to calculate avoided emissions and cases of ‘double counting’ where multiple actors (for example, the country where the offset project is located and the company conducting the project) claim the reduced emissions (Carbon Brief, 2023). The market has faced many issues, having found to have provided misleading claims about emissions reductions, displacing burdens on communities in the global South where projects often take place, and greenwashing business-as-usual activities from big corporations (Watt, 2021). 
The problems faced by the voluntary carbon offset market also extend to frameworks created in order to bundle carbon with related issues. One of these, most importantly pertaining to biodiversity, is the REDD+ mechanism. REDD+ (reducing emissions from deforestation and forest degradation in developing countries) was one of the earliest frameworks to bundle carbon reductions, human wellbeing, and nature enhancement explicitly (IIED, 2022). REDD+ pays governments, organizations, communities, and individuals in forest landscapes for activities that preserve forests and avoid forest-related greenhouse gas emissions. The scheme is currently the project type with the most credits in the carbon market, representing around a quarter of all credits to date (Berkeley Carbon Trading Project, 2023). 
However, REDD+ has faced numerous challenges. There was a lack of initial financial resources for supplier countries, issues around additionality (the requirement that any reductions are in addition to those that would occur in the absence of any projects (Campbell et al., 2018)), leakage and permanence, inappropriate outreach strategies and engagement of IPLCs, unclear or missing benefit sharing mechanisms and weak safeguards around information systems and human well-being (Streck, 2021). Integrity has remained a big problem – including questions around how to set baselines of deforestation rates and therefore emissions, to measure CO2 reductions and provide evidence of additionality. The initiative carried on much of the issues found in the original carbon market and subsequent developments focused on other issues such as biodiversity, also reflect these core, underlying problems.
1.3.2 Lessons from biodiversity offsets
Biodiversity offsets can be defined as measurable conservation outcomes that result from actions taken that are designed to compensate for negative impacts from projects. These actions are taken after all appropriate steps have been followed according to the mitigation hierarchy [For detailed breakdown of the hierarchy please see the Annex] (GEF, 2023; The Biodiversity Consultancy, n.d.). 
The overall goal of a biodiversity offset is to ensure no net loss of biodiversity, and a gain if possible, when decisions are made to go ahead with projects which are bound to impact a particular ecosystem (Forest Trends, n.d.). Offsets are based on the principle of ‘equivalency’ whereby the destruction in one ecosystem (and the equivalent loss of biodiversity) can be offset, i.e. replaced by restoring another “equivalent” habitat, and that the balance of losses and gains is representative of a fair exchange. Ensuring it is a fair exchange requires quantitative measurement of losses and gains and appropriate compensation (IUCN, 2013) that replaces the incurred damage. 
However, whilst institutions such as the IUCN suggest that principles like equivalency can be achieved through careful measuring and encourage developers to aim for like-for-like and like-for-better, there are significant technical and financial limitations on the ability to accurately measure ‘equivalence’ and prove net gain in practice (IIED, 2022). Accordingly, it is often difficult to ensure against potential damage to biodiversity in the area of the project and failure to meet the net gain (or even no net loss) is objective.
There is no voluntary biodiversity offset market as with the carbon market, but evaluation of established offset projects such as Victoria’s Native Vegetation Framework, based in Australia and run from 2002 to 2013, reveal the limitations of the instrument and the difficulties in measuring data. Zu Ermgassen et al. (2023) found that there was limited additionality provided directly by the offsets, as a majority of the observed increases in woody vegetation would have occurred without the project. Looking broadly at the scholarship on biodiversity offsets, there is limited research that supports the widely touted claim of no ‘net (i.e. fully compensated) loss’. A significant amount of research critiques offsetting on a variety of grounds from economic to ecological (Spash, 2015 and Moreno- Mateos et al., 2015), and recent reviews conducted within the past 3-4 years suggest that offsets achieve better outcomes in less ecologically complex areas or habitats that mature quickly (in zu Ermgassen et al., 2023). However, in regions that are under threat, such as the Amazon – the most biodiverse region in the world with varying species distribution throughout (Garda et al., 2010), this is less useful.
Some scholars have criticized the shift to a market-based approach represented by biodiversity offsets, for providing a theoretical justification for acquiring natural capital and ensuring a spatial fixture for growth (Brock, 2015). In spite of the precautions advocated by the IUCN, offsets still represent the extension of the problematic idea that nature is a placeless entity that can be exchanged based on the calculations of selected attributes which are then taken as representative (Apostolopoulou et al., 2019). Not only does this ignore the reality that is the interconnectedness of nature and habitats, but it also attempts to justify business as usual growth practices and the parcelling off of land under the guise of protection and restoration. 


2. Analysing the Biodiversity Credit Market in Infancy 
2.1 What are biocredits?
Biocredits are an emerging market instrument that aim to “quantify and track biodiversity conservation and preservation efforts and outcomes” and represent a unit of biodiversity that is being preserved or restored (Ducros and Steele, 2022, pg 6). However, as a developing mechanism, there is not yet an agreement across the many actors and institutions involved as to the exact definition and requirements of biocredits.
As the mechanism is refined and becoming increasingly used, biocredit programs are being applied in 3 broad ways (Ducros and Steele, 2022):
· Preserving/avoiding loss of ecosystems
· Restoration of ecosystems
· Supporting existing projects
While many of the main actors in the nascent credit space have sought to emphasise that biodiversity credits will not be used to offset biodiversity loss, the rapid rise and push for a market with tradeable products raises questions about whether the foundational assumptions informing offsets have been carried over to the development of credits. Offsetting projects seek to achieve a balance between preservation of biodiversity and its destruction, not halt loss completely (Apostolopoulou et al., 2019). Credits currently aim incentivise conservation. However, being a new market means that key aspects of regulation including definitions, integrity and accountability must be carefully developed and scrutinised to ensure that a replication of offsetting does not occur. 
As of March 2024, there are a variety of different organisations involved in the market and a similarly diverse range of approaches. Verra, for example, is working on a new methodology that aims to enable independent assessment and verification of biodiversity benefits (Verra, 2023). Plan Vivo also launched their own “Plant Vivo Nature in 2023” – a standard that will create biodiversity certificates for corporate entities based on evaluating change within a system or comparison to a target state (Plan Vivo, 2023). Organisations continue to explore and experiment with different metrics and methods to create biodiversity credits. However, transparency on credit design and issuance varies greatly between schemes, with generally very limited transparency. RePlanet has publicized that they use the Wallacea Trust methodology[footnoteRef:1] which is open source and freely available for use. For the purpose of illustration, this paper will use RePlanet’s information as an indication of how biodiversity credits work. [1:  The Wallacea Trust Methodology is an open-source methodology that quantifies the change in biodiversity value of an area using a pre-determined project- specific and peer-reviewed basket of biodiversity metrics. (Wallacea Trust, 2023)] 

Unlike carbon, which can be captured in a single molecule (CO₂) measured or calculated, biodiversity is characterised by its complexity and variety and so previous methods used to design carbon credits, as explained above, are unsuitable for biocredits. RePlanet’s biocredits are based off of the Consumer Price Index (CPI), which refers to the average change over time in prices paid by consumers for a basket of items and discounts (US Bureau of Labour Statistics, n.d.). A basket of metrics is collated that reflect the objectives of a particular project in a proposed habitat and ecosystem. Such metrics may include coral cover, fish species richness and abundance for a coral reef project (RePlanet, n.d.) This basket is then measured at the start of the project to obtain baseline data and after a certain period of time, in order to quantify any changes and estimate uplift. A unit of biodiversity could therefore be quantified as a percentage change in the total value of the basket. 
2.2 A closer look at the emerging market landscape:
2.2.1 Actors and products
As of March 2024, the market landscape is vast and changing rapidly, with a growing number of metrics and standards developers, project developers and credit-issuing bodies. These form an increasingly complex web of actors that fulfil different parts of the biodiversity credit chain, which can be seen in the map below (Fig. 1). While the relationship between actors is closer to that of a web where processes occur in a multi-transactional direction, it helps to think of the market in a linear form when we have a deeper look into each of the processes from the very measurement of initial biodiversity baselines. 
[image: ]
Fig. 1: Map of actors in the current biodiversity credit market (the author, 2024)
The first group of actors are comprised of those who measure and produce biodiversity metrics. They measure various aspects of the state of biodiversity (for example, biodiversity health or coverage), which can then be used in different applications, including the formulation of biocredits. These actors incorporate a range of metric types, key ones being ecosystem integrity, biodiversity, ecosystem condition and ecosystem intactness. 




	Types of biodiversity measurement metrics

	Metric Type
	What is included

	Ecosystem Integrity
	This measures the ability of an ecosystem to maintain its structure, function, and composition over time. This includes its ability to adapt to stressors, with higher levels of integrity linked to greater capacity to provide ecosystem functions.

	Biodiversity
	Biodiversity can be defined in part as the outcome of ecosystem integrity, and refers to the abundance and variety of living organisms within an ecosystem (e.g. species richness)

	Ecosystem Condition
	This metric involves an assessment of whether an ecosystem is in a state that is desirable or not compared to another ecological benchmark. 

	Ecosystem Intactness
	Ecosystem Intactness looks at the extent to which an ecosystem has been unchanged by human activity – and therefore whether it can persist in the face of external stressors.


Fig. 2: Types of biodiversity measurement metrics (Information adapted from: Credit Nature (n.d.))
The next group is comprised of the developers of credit standards and methodologies, which also certify projects and the credits coming out of them. Companies such as Verra, Plan Vivo and Gold Standard are some well-known names who developed first in the carbon offset market and which have stated objectives of building standards, managing programmes, and engaging with wider civil society (Verra, n.d., Plan Vivo, n.d., Gold Standard, n.d.). Many of these developers also collaborate with independent third-party auditing bodies, such as Carbon Check and Earthood (Plan Vivo, n.d.), who provide verification and validation for projects associated with these organisations. The guidelines produced by these organisations in turn enable individual developers to design projects that are eligible to be assigned credits and subsequently traded on the market. 
Project developers thus make up another key group in the biodiversity credit ecosystem. They design biocredit projects according to standard requirements to generate biocredits to be consumed and traded on the market. Developers currently active in designing projects include RePlanet, Savimbo and Terrasos, among others, with the number of organisations growing globally. Savimbo, for example, originates from the Colombian Amazon and focuses on providing micropayments directly to farmers (Savimbo, n.d.), whilst RePlanet is UK-based and focuses on developing carbon and biodiversity projects (RePlanet, n.d.) Development methods vary. The map below (Fig. 3) shows how these actors interact with each other.
[image: ]
Fig. 3: Close-up map of metrics, standards and project developers and credit schemes (the author, 2024)
Biodiversity credit schemes pull all of these aspects together, providing potential buyers with a unit that aims to represent a portion of biodiversity preserved or restored and signifies their investment into actions that benefit nature. Many actors perform multiple roles, such as designing verification methodology and then verifying projects and selling credits from them, or even developing their own projects in addition (RePlanet, n.d.). 
In a review of the currently available biodiversity credit schemes, the firm Pollination found that there were no clear trends in where credit schemes are operated around the world (Pollination, 2023). Many biodiversity credit schemes are designed to be applied to a wide range of ecosystems, for example the open source Wallacea Trust methodology is based on a basket of metrics system that can be tailored to different ecosystems depending on what is being measured (RePlanet, n.d.). Many voluntary credits for sale at present are derived from methodologies that have been formulated to work in global markets in order to achieve greater application and appeal, but efficacy is yet to be established given the range of biodiverse locations across the globe that are unique in their operation.

2.2.2 Voluntary market regulations:
Since the start of the market’s rapid growth, there has also been a rise in the number of institutions that have sought to provide some kind of regulatory or assurance oversight of the emerging biocredit market. These institutions are complemented by the emergence of new disclosure and reporting requirements, both state-mandated (such as Corporate Sustainability Reporting Disclosures or CSRD)[footnoteRef:2] and voluntary (such as the TNFD[footnoteRef:3]). These requirements range from voluntary to mandatory, but they contribute to an upcoming change in the way businesses operate. This section discusses both the oversight bodies and the emerging reporting requirements, and the map below (Fig. 4) shows the current outline of regulation status.  [2:  The CSRD is an EU requirement that requires large companies and listed companies to publish regular reports on the social and environmental risks they face, and on how their activities impact people and the environment. (European Commission, n.d.)]  [3:  The TNFD is an organisation that has developed a set of disclosure recommendations and guidance for reporting on their nature-related dependencies, impacts, risks and opportunities.] 
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Fig. 4: Close-up map of the potential regulation types in the market ecosystem (the author, 2024)
As mentioned, there is no official regulatory authority for biodiversity credits, but a number of organisations have cropped up that aim to begin to provide some standardisation to this fledgling market. What constitutes a regulatory authority is not clearly defined, but for the purposes of this paper, organisations that posit themselves as taking a role in bringing the various actors together will be counted a ‘regulatory’ authority. 
The biggest of these organisations is the United Nations Development Programme’s Biodiversity Credit Alliance (BCA). UNDP’s BCA is an effort that has brought together a number of key stakeholder groups to help the development of the biocredit market and provide guidance for best practices through several working groups that aim to define and develop key concepts. The stakeholder groups include scientists, academics, standard setters and more (Biodiversity Credit Alliance, n.d.).
The BFI (Biodiversity Futures Initiative) led by an international panel of specialist academics, is another program which provides an independent academic review system for the quantification of biodiversity gain from any particular project. This can also classify BFI as a verification body. However, it differs from standard setters as it does not issue credits itself but uses its team of academics to identify and certify claims according to publicly available and verified methodologies. It has the potential to be a regulatory authority through its ability to verify claims in an objective way that is subject to revision and improvements, and with measurable outcomes (BFI, n.d.). While there is no evidence to suggest that the BFI methodology is better than those used by standard setting companies, it does provide an alternative option through academic verification that is independent of a for-profit standard setting company.
Another regulatory aspect that has increased in prominence is that of disclosure and reporting requirements both voluntary and set by governments. While disclosure frameworks do not specifically refer to biocredits, many requirements encourage the disclosure of steps that companies are taking to assess and act upon nature-related risks and dependencies (TNFD, 2023 and GRI n.d.), and biocredits may have the potential to act as one possiblel solution. As frameworks develop, companies may disclose their use of biocredits as a nature-positive investment and frameworks may, in the future, even require companies to disclose how they are using innovative mechanisms to increase support for their work in this space.
There are currently a multitude of differing reporting frameworks which can be divided into two broad categories: voluntary disclosure frameworks and public disclosure frameworks. The most notable of the voluntary disclosure frameworks is the TNFD. The TNFD is a framework whose purpose is to allow companies to assess, disclose and manage nature-related risks and impacts, with the aim being to lead to consistent reporting that can be compared worldwide (TNFD, n.d.). Although the requirements have been released just recently, in January 2024 the organisation reported that 320 organisations from over 46 countries had committed to start making nature-related disclosures based on the Recommendations, demonstrating a strong start by financial institutions. 
Public disclosure frameworks vary greatly across countries. The EU is one region where disclosure frameworks and requirements have advanced. The main framework that captures over 50,000 companies is the Corporate Sustainability Reporting Directive, entered into force on the 5th of January 2023 (European Commission, n.d.). This framework strengthens the rules concerning the social and environmental information that companies have to report and broadens the scope of companies included (European Commission, n.d.).










3. Key issues to consider for the future of the biocredit market
The next three sections will examine major areas of concern that emerged from interviews with actors in the emerging biodiversity credit market and recently produced reports. This paper has established that biodiversity is highly localised and more complex than carbon, and so as the market continues to develop, the following aspects must be considered and thoroughly worked through:
· Market Viability: Policymakers and market actors must consider whether a typical market mechanism is possible for a complex ‘product’ like biodiversity, and particularly how to define what actors receive in return for purchases and other trading questions.
· Inclusion of Indigenous Peoples and Local Communities (IPLCs):  IPLCs have been recognized as a vital part of current efforts in preserving and protecting a majority of the diverse ecosystems on our planet, and they must be included in any market development, including their beliefs and traditions.
· The Role of Public and Civil Regulation: As an emerging globalized market, there is not yet a designated regulatory body or playbook by which there are established rules globally. The balance between public and civil society regulation needs to be considered too.

3.1 Can a market for biocredits be created? 
Current market instruments for biodiversity emerged after carbon market instruments and bear some similarities to its developments, for example, in the ways in biodiversity offsets work similarly to carbon offsets. However, biodiversity has significant differences to carbon when it comes to credits and how they are formulated and traded, and this directly impacts the viability of building a properly functioning market. Market viability here refers to whether a functioning market is possible, taking into account the demand for an initiative and its adoption, sustainment and scale-up (Proctor et al., 2021). At present, there is not enough appropriate regulation to stimulate and guide exchangeable returns, standardised product definitions, principles and other important building blocks. 
As noted, biodiversity is characterised by its complexity and the varying nature of ecosystems that fall under it, which means that it is even more challenging to package it into a unified single value than it has been with carbon. The background section in this paper examined how valuing nature is an extremely difficult task and carries the risk of entrenching old assumptions and biases. Critical questions then arise as to whether a market can be formed if. 
1) its products are difficult to standardise, and the value varies across products. 
2) the valuation of the products to be traded is questionable in and of itself.
Experts working on biodiversity credits and financial market creation noted in interviews how biodiversity credits are a very nascent market with people attempting to “develop both the products and the market at the same time” with everyone trying to solve “basic problems of measurement standards and define what biodiversity is” (AE1909, 2023). In an interview with an academic expert, they were unconvinced that “there is a real market that can be developed out of biodiversity” (AE1909, 2023), with the current market being philanthropic and lacking fungibility because of challenges  in finding a way “to standardise biodiversity across ecosystems [thus remaining] a limited product” with little return (AE1909, 2023).
Other actors in the biodiversity credit ecosystem also agree that the emerging market is not functional. A major project developer mentioned that “there isn’t really a market yet because there is no agreement on methodology and a lot of obstacles to get over”, noting issues such as “government permissions” (PD1409, 2023). Fundamental issues on core aspects of financial market formulation prevent it from currently scaling, which raises the question of whether this market approach is possible and the right angle for biodiversity protection is called into question. If a lack of standardisation remains and buyers remain unconvinced around the integrity and value of biocredits in fulfilling their nature positive goals, this makes it more unlikely that a market will form and scale up. 

3.1.1 Looking back at the carbon market for guidance
Let us consider the carbon market to understand what may happen with biocredits. The international carbon markets have been driven largely by regulations, starting first from Article 4.2 of the UNFCCC on joint implementation for GHG emission mitigation which was then taken as an opportunity to develop market mechanisms by several European and North American countries (Michaelowa et al., 2019). However, despite expected benefits and projected increase, the market met several significant challenges that threatened viability after an initial strong growth. 
The market saw a fall in demand whilst supply decreased and project numbers declined around 2011-2012 (Michaelowa et al., 2019). Most importantly, a significant portion of carbon credits are of low quality, with news reports revealing that 94% of credits issued by the verification company Verra were useless (Forbes, 2023). The carbon market continues to be beset by problems such as a lack of transparency and additionality, with many companies buying credits that protected trees not at risk in the first place (Forbes, 2023). These problems lead to a lack of trust and buy-in to the carbon market, with just 20% of companies surveyed by the World Economic Forum planning to buy carbon credits (World Economic Forum, 2023). This is despite the relative simplicity in converting carbon to a standard measurement and the ability to standardise these measurements across international borders. 
Biodiversity is a substantially more complex commodity to create, and there is a higher chance for lasting errors to occur and for mistakes to become deep-rooted in the core frameworks of the system. 
The current space is operating with basic methodologies and definitions still being workshopped and varying between actors. This lack of standardisation means that differences between credits will be difficult to match in price (for example, how will companies know how to price their credits if valuation methods are different) and biodiversity credits could remain an extremely niche and limited product, a prediction echoed by expert academics interviewed for this research (AE1909, 2023). In addition, with the development of a typical nascent financial market, there is already a high degree of uncertainty with great difficulty in pricing risk (Chami et al., 2010). This means that on both sides of a market, there is reluctance to proceed with projects that could be considered high-risk (as they have a high degree of uncertainty and lack of established returns) even if they do have the capacity to yield significant results in the long term. This is already visible in the emerging biocredits market. While buyers have expressed interest in these credits, there is still hesitance to buy due to the uncertainty around such a new instrument and the lack of regulation supporting both the demand for them and their trustworthy supply.

3.1.2 Can a market be made of a product with no determined benefits?
At present there is no established benefit that can be measured through the trading of biodiversity credits. The concept of additionality and how it can be ensured is also an important concern here. It is an established concept in both carbon and biodiversity offset projects, used to evaluate their success based on whether the success was a result of the project and would not have happened without it (Cambridge Centre for Carbon Credits, n.d.). The absence of robust methods of assuring additionality in biodiversity credit market compounds difficulties in valuing ecosystems. Techniques such as percentage uplift over a certain period of time used by developers such a RePlanet (n.d.) to measure change do not provide assurance that the change would not have happened without project activity. 
Importantly, additionality has the potential to act as a type of ‘return’ on credit purchase, but this cannot be formalised until a way of proving additionality is developed.
Therefore, in purely market terms, the product itself remains extremely risky to trade even if there manages to be some standardisation and definition of what a biodiversity credit is and of what it is comprised. There are challenges in attempting to trade a product in which the tangible benefits, in the form of additionality, are unknown given the complexity of biodiversity. This would be selling a product that could be antithetical to the goal that we are trying to achieve and merely replicating previous biodiversity offset initiatives which contribute to the destruction of biodiverse regions.












4. Involvement of Indigenous Peoples and Local Communities (IPLCs)
Although IPLCs protect around 80% of biodiversity while forming just 5% of the world’s population (Recio and Hestad, 2022), they have long been excluded from international conversations about biodiversity protection and policy development. However, as their lifestyles have proven to be more effective at maintaining local ecosystems (Recio and Hestad, 2022), there is mounting pressure to meaningfully involve these communities. Looking at the involvement of IPLCs in sustainable development and environmental issues more generally, it is clear to see that traditional beliefs have placed Indigenous Peoples at odds with the economic and market framing of environmental protection presented earlier in the paper. Indigenous communities challenge prevalent standpoints around world order and discourse on sustainable development with their calls for recognition of their traditional knowledge and respect for land rights and ownership (Recio and Hestad, 2022).
IPLCs only began to occupy a prominent role on the formal stage from the 1992 Earth Summit preparatory sessions (Tauli-Corpus, 1999), despite lobbying and organising in Stockholm over 20 years earlier. Since then, Indigenous communities have advocated for processes that recognise the essential contributions they make to sustainable development. Indigenous communities have also been given recognition in important new frameworks such as the post-2020 Global Biodiversity Framework, in the preamble and in multiple targets such Target 3 and Target 18, which respectively include IPLC land in protected areas and prioritise the stewardship of IPLCs (UN CBD, 2022). Although there has been some progress in IPLC engagement at the international level, issue framing and discussion is still considered mainly from a Western scientific worldview, slow to incorporate or embrace indigenous perspectives. 
4.1 IPLC’s shallow involvement in the biodiversity credit market
IPLC involvement in the biodiversity credit market at present is still inconsistent. As the market is being developed, there is wide recognition of the need to involve IPLCs from the very start, and of the benefits that are possible through IPLC involvement. Other initiatives such as Nature-based solutions (NbS) have also been called upon to include IPLCs in more meaningful ways, including on areas such as land tenure and strengthened governance structures (Chausson et al., 2023). The IIED (2022) notes how, if biocredits were designed inclusively with active engagement from IPLCs, they could deliver long-term benefits to communities who are sustained by these biodiversity rich regions. However, despite this acknowledgement, in practice, indigenous engagement is not yet the norm. Indeed, according to one NGO expert, “[…] there needs to be more regulations regarding safeguarding IPLCs”, adding the comment that there are “a lot of people talking about them without them actually being in the room.” (NGO1909, 2023).
As stewards of nature, IPLCs will be at the heart of any financial market that seeks to place a value on, and then trade, nature that falls within their lands. A policy expert at an NGO working with such communities emphasised how their focus is “getting IPLCs at the centre of the market […] we need to have standard setting led by IPLCs” and that this must be “managed by people on the ground” (NGO1909, 2023). Some institutions have sought to do that, such as project developer RePlanet, who works with local partners directly and ensures that 60% of the final price of biodiversity credit sold from their projects benefits local stakeholders, who approach them with project ideas for implementation (RePlanet, n.d.). Other ways some organisations involve communities on the ground is through having groups themselves contact the organisation with a project idea. According to a leading project developer interviewed, “the local partner (often the communities themselves) has the expertise, so our level of involvement depends on the capacity of the organisation to develop the project” (PD1409, 2023).
 Other semi-regulatory institutions such as the Biodiversity Credit Alliance (BCA), and standard setters such as Verra, have working groups dedicated to IPLC engagement. The BCA, in conjunction with the IIED, has an advisory panel on IPLCs with a view to feeding into the development of the market and the BCA itself (NGO1909, 2023). Despite this, true indigenous involvement remains rare, and much of the market is continuing to develop without sufficient efforts to integrate IPLCs into the creation of the market. 
This parallel development without prior conceptual thinking may be increasing the risk of the biocredits market repeating mistakes from the voluntary carbon market. A UAE-based company, for example, recently bought up vast swathes of African forest for carbon credits, creating huge uncertainty for vulnerable communities who depend on these forests for their livelihood (The Guardian, 2023). There has been a history of unfair and exploitative treatment of indigenous communities in pursuit of land for carbon credit projects. For instance, the Alto Mayo in the Peruvian Amazon was partially successful in preventing some deforestation, but this came at a cost of the violent eviction of indigenous communities (Estrada, 2023).
Meaningful involvement of IPLCs has often been due to action by indigenous peoples to take advantage of political opportunities. For example, in Indonesia, REDD+ readiness grants have been used to map millions of hectares of forests for making land claims on behalf of indigenous communities (Astuti and McGregor, 2016). Additionally, some project developers such as Savimbo are created directly by indigenous peoples, the company pays farmers directly for carbon sequestered and biodiversity preserved (Savimbo, n.d.). Whilst demonstrating the importance of indigenous communities in decision-making and self-determination, the given examples also highlight the need for extreme care when developing the market for biocredits. Biodiversity is significantly more complex and often directly tied to indigenous sense of identity and way of life.
In both published research and in interviews with experts in the emerging market, and biodiversity finance generally, there is a common understanding that safeguards are needed (IIED, 2022; Biodiversity Credit Alliance, 2023, NGO1909, 2023). At a basic level, this includes aspects such as fairness, inclusion, and the legal implications of access issues to land, along with the well-known concept of Free, Prior and Informed Consent (FPIC). FPIC is an important concept relating to IPLCs, whereby States are required to “consult and cooperate in good faith with the indigenous peoples concerned through their own representative institutions in order to obtain their free, prior and informed consent before adopting and implementing legislative or administrative measures that may affect them” (Office of the High Commissioner UNHR, 2013, p.g. 1). Despite the labelling of this and other aspects as basic concepts, ensuring that these are carried out on the ground is another story in practice, and there is a lack of available analysis to suggest that they are being robustly implemented.
Scholarly literature examining the relationship between IPLCs and organisations that create new biodiversity credit initiatives is still being produced, but it is clear that in order for IPLCs to truly benefit from emerging schemes, they must have core leadership roles in the development of biocredit projects and receive direct benefits from their sale. This can be seen in protected areas, for example, where about 40% of terrestrial protected lands overlap with IPLC lands, but IPLCs formally govern less than 1% of them (Reyes-García, 2022).
IPLC understandings and conceptualisations of nature are indeed aligned with the vision promoted by the CBD, in which it seeks to set mutually reinforcing goals and has a headline 2050 vision of ‘living in harmony with nature’ (CBD, 2018). Indigenous and local knowledge (ILK) includes a variety of beneficial practices that reflect a respect and mutual reciprocity for the land that works in their favour, and there are countless studies that show more sustainable and productive systems that result from indigenous management (for example Hoover et al. 2012; Ens et al. 2016; Reyes-García et al. 2019; Fernandez-Llamazares et al. 2020 in Reyes-García et al., 2022).
This is increasingly being reflected in talk around the developing biodiversity credit market, with more organisations, as mentioned previously, being more outspoken regarding indigenous involvement. As the market develops, there is potential that strategies to integrate IPLCs become more commonplace and further developed, and more organisations could be highly incentivised to prioritise meaningful indigenous involvement.
4.2 Questions that cut to the heart of the issue of IPLC involvement 
Although the role of IPLCs and ILK is now being widely recognised, and key actors within the biocredits space are acknowledging the need to prioritise these groups at the heart of the credit system, there are a number of key questions that need to be addressed before further progression. Concerns raised in interviews ranged from the issue of colonial history that still negatively impacts how indigenous populations are treated today and remain unaddressed, to clear roadmaps for how funding and benefits with reach those on the ground (IE1509, 2023).
The divergence between indigenous position and the dominant scientific paradigm of today is an extensive topic outside of the realm of a policy paper. However, it is a key issue being grappled with at the heart of one of the core lessons that the biodiversity credit market is attempting to improve upon from its predecessors: how to ensure that money goes to IPLCs. A deceptively simple question, there are a number of factors that complicate the biocredit market’s response. As one NGO researcher explains, IPLC involvement and access is a “deep rooted colonial dynamic” with a lot of “legal implications, access issues”. The NGO interviewed works with “a lot of indigenous peoples who would love to join [these] meetings, but they don’t have the [internet] connection to join [so there are fundamental barriers to access” (NGO1909, 2023). 
This historical dynamic does not just influence IPLC involvement at the credit level, but also fundamentally when it comes to knowledge and lifestyle, as this chapter has demonstrated. With IPLCs still not being fully included or their rights safeguarded, many groups that work with IPLCs stress that the main aim is in bringing IPLCs in as “leaders of the market” (IE1509, 2023), because as one interviewee stated, IPLCs are “living with biodiversity and there is a big risk they could [be affected by] markets, [being] the most effective stewards of nature” (IE1509, 2023). There is a concern with current market developments that the quest for aggregation and scaling up will leave IPLCs behind to pick up the pieces and once again have their lives impacted without proper recourse.
There is a real risk that despite an increased buzz around IPLC inclusion and a growth in the number of reports and working groups, the biodiversity credit market has not been created with indigenous peoples and local communities in mind. It currently remains, at every level, a market instrument that is driven by market interests and governments eager to mobilize private finance, rather than designed to converge market expertise with indigenous knowledge. 
Several fundamental questions remain understudied and unaddressed by proponents of biocredit markets and by academia. For example, how does the concept of returns and that of market dynamics fit in with IPLCs’ interests and worldviews? As outlined in earlier chapters, valuations of nature from a dominant economic perspective have sought to assign a value that is reflective of how much the system can extract. In contrast to this, although indigenous populations have had active participation in capitalist markets and some seek to decolonise them (Roth, 2019), core IPLC beliefs and ways of relating to nature do not align with capitalist markets and their dynamics. 
We have established that indigenous knowledge has often been antithetical to dominant global concepts in terms of mutual respect for land and use of traditional knowledge, among other others. Similarly, capitalist valuations of nature underpin the current formulation of credits with the idea of nature having value based on its economic contributions to humanity and things like GDP (Dasgupta, 2021), commodifying it. Biocredits at present could even be considered extensions of colonial behaviour as through the way ecosystems are packaged into neat units by which they can be sold on the market to be preserved. To place IPLCs as leaders of this market means to centre their beliefs and lifestyles in the instruments produced as well. But are indigenous ways of valuing nature compatible with the repackaging of nature to trade it? If not, how can IPLCs be truly integrated, and their voices listened to? 
Lessons from carbon and biodiversity offset markets demonstrate that IPLCs are essential to the preservation and protection of the world’s key ecosystems. There is little doubt that these groups must be involved, but questions remain as to what the appropriate strategies are that work in collaboration with IPLCs and their established traditions. As the biocredit market continues to develop, this can also prompt the question of whether the strategies we are currently pursuing are the right ones and should be pursued. 
As one individual expert stated in interview, having had significant experience with communities on the ground, “What I would like to see is more breaks being put on this […] Biocredits may give a false sense of security with a risk nothing will get to the ground” (IE1509, 2023). As biocredits are coming from the same place and origins as previous mechanisms, there is a strong likelihood of indigenous involvement simply being relegated to reports and being barred from meaningful participation.








5. The Respective Role of Public and Civil Regulation
5.1 A divergence of opinions on the respective role of public and civil regulation 
Interviews with industry experts ranging from project developers to academics show that there is an acknowledgement of uncertainty regarding the development of regulation, but the understanding of the potential roles for civil and state actors differs. Much of what has set out to regulate the biocredit market at present can be defined as civil. Steurer (2013) classifies non-government regulation into three categories of purely civil society, business/industry self-regulation and a combination of both (civil co-regulation). For the purpose of this paper, we will be using ‘civil regulation’ to account for both civil society and business regulation, as many of the emerging bodies are a combination of the two. Organisations such as the BCA include both industry players such as Plan Vivo and civil society groups such as Conservation International (Biodiversity Credit Alliance, n.d.).
At the centre is a general agreement that government regulation and involvement with the market is needed but must be done with care. Individual experts interviewed have expressed concerns about whether it is the right time to establish oversight at a point where there is still uncertainty about standardisation and operation, as well as who the right actor would be to carry out such oversight (IE1509, 2023). 
There is an emerging consensus that targeted, light-touch government intervention is a potential way forward given the history with the carbon market. According to a researcher from a prominent NGO, one key lesson that could be taken from the carbon market was that governments should not be the ones buying credits but instead have a different role focused on the supporting of schemes and scaling up of pilot programmes. They explain how, with the carbon markets, initially in their creation, many governments began buying credits and “flooded the market [driving the price way down]” (NGO2909, 2023).
With the biodiversity credit market, there is an opportunity for regulation to be approached in a different way from the carbon market, with greater participation from non-government actors. Primarily driven by the voluntary sector to begin with, as opposed to the carbon market which was initially state-driven, civil and state regulation attempts will find themselves operating in the same space here. We are already seeing this with the presence of a UN alliance and a joint country panel. These two regulation types could work together or possibly find themselves competing against one another for legitimacy and control, affecting how the market will develop in the future. It is worth taking a look at the potential roles of each type of regulation and exploring how market participants envision them working.
5.2 A future path for regulation
5.2.1 Leveraging limited Public Regulation
As mentioned in the previous section, there is a broad consensus that public regulation by states should take a more supportive role, rather than being the buyers of credit, and instead look to provide assistance and ensure best practices are followed by all actors in the market. A project developer interviewed noted how government regulation posed additional issues if it were to happen without adjustments to usual procedures. Governments can be “very good for enabling, but also for restricting” and the developer further mentioned important considerations such as the short election cycles of many governments which often restricts long-term planning, and the frequent politicisation of issues that are taken up by the government (PD1409, 2023). Issues such as biodiversity protection span the globe and do not take into account human constructed borders, and so cooperation must be balanced with the prioritisation of national interests. It makes sense then, with a problem as diverse and wide-ranging as biodiversity protection via biocredits, public regulation needs to follow a different playbook.
One way in which public regulation could work for the biocredit market is through supporting initial development. Experts from NGOs involved with early biocredit market research have suggested several ways in which this could work. As part of a development role, governments could support the setting of standards and ensure that a certain level of objectivity is applied and maintained. Standards are currently being developed by both individual companies and wider coalitions, so ensuring that there is uniformity is important for credits to have integrity and be trusted by market sellers and buyers. Governments remain involved in the market through the provision of initial funding for the establishment of standards and baseline measurements, which could act as an anchor in terms of quality assurance and public oversight and provide investors with confidence that there is public backing for this new mechanism. Encouraging confidence and stability in the biocredit market is an important factor in ensuring its success.
Alongside oversight of standards, market stimulation/ building (especially at the beginning stages of development) is another avenue where government regulation can be helpful. Market stimulation can take a variety of different forms, but some NGO experts suggested that government stimulation on credit demand could be an optimal starting point (NGO1909, 2023). Initial funding would aid in establishing monitoring capabilities at the beginning to obtain baseline data needed for credit uplift and other calculations to be made. A solid foundation would allow market actors to handle the processes afterwards and the governments to take a step back. As a new market, government provision of funding would also assure investors that the risk involved in investing into new territory is manageable, give that there is an established source of funding as backing for investments. 
In addition, given the increased importance ascribed to IPLCs and the need to meaningfully involve them in the biocredit market, public regulation has a crucial position to adopt here. Going forward, governments must be central actors in ensuring that IPLC rights are integrated into the foundation of credit development. This is a view that is shared by many involved in the biocredit space at present. During interviews with actors such as NGO researchers, many expressed that governments could provide oversight on “general environmental management” and ensure that money derived from these sales and projects reach communities on the ground (NGO2909, 2023). 
Additionally, with the lack of regulation and the abundance of different actors, there is a further potential for the emergence of what are known as ‘carbon cowboys’ which has been used to evoke the image of a landscape that is yet to be regulated and is open to exploitation by unscrupulous individuals. One individual expert interviewed describes carbon cowboys in the context of the biocredit market as “where people came in, saw there was money to be made and positioned themselves in the middle and so they made a lot of money and not a lot actually reached people doing the work on the ground” (IE1509, 2023). In this case, people on the ground are IPLCs and so by incorporating IPLC protection into government responsibility, there is less potential for exploitation and manipulation to occur by middlemen and bad faith actors. It is important to reduce the incentives for bad faith actors but allow for as much flexibility as possible to encourage innovation, and this is where governments can play a role.
5.3 Developing Civil Regulation
Civil society groups have been instrumental in beginning to establish an initial playbook for how the market operates, given that the biocredit market are emerging as voluntary, private finance instruments. Project developers have increasingly realised the need for market management in order to prioritise IPLCs, the main stewards of biodiversity, and worked to develop innovative approaches that strive to do this. For example, Savimbo works directly with indigenous populations so that money is channelled to them, and projects are based around their needs (Savimbo, n.d.). Environmental governance in general often requires profound governance changes and in the case of biocredits the emergence of “improvisational solution-oriented partnerships that may include non-government organisations, willing governments and other stakeholders’’ (Steurer, 2013, pg.5) is likely to be the best way forward given the number of people affected by and involved with the market. 
 As a key type of regulation, civil society has vast potential to not only act as a ‘traditional’ regulator in its own right (establishing guidelines, best practices and so forth) but also to hold government and market actors to account. Civil society groups have key roles that help to keep public actors accountable through means such as the formation of coalitions, tactical lobbying and multi-level campaigning (Yanacopulos, 2005). Strategies such as information dissemination and the formation of coalitions have been especially useful in persuading industry to take biodiversity protection seriously, with increasing numbers of businesses joining groups such as the BCA and expressing interest in the biocredit market.
With this in mind, civil regulation could be used both in collaboration with public regulation and as an observer to ensure that public regulation and industry play by the rules. IPLCs are an important part of the civil society population that have a significant stake in the biocredit market, given their closeness to the topic, although the still remain underrepresented to a large degree within organisations. Ample influence and power given to civil regulation has the potential to allow IPLCs greater say over the procedure of government action, and ideally would allow them to monitor and approve business action. As mentioned, solution-oriented partnerships are the way forward for the market with its many actors, but it is important to remember that IPLCs should be at the heart of the partnerships that are formed. 
Individual experts that were interviewed raised concerns around who can be trusted to apply the brakes on biocredits if they turn out to be an endeavour that carries too much risk or looks set to run into serious problems (IE1509, 2023; IE1010, 2023). The organisation(s) setting the overall regulatory standards and what the content of these standards are will have a high degree of influencing on the market direction and how effective it is. Examination of the carbon market and previous offset examples show how sole action by governments and industry creates market environments that are not sustainable and vulnerable to exploitation. Biocredits will retain their integrity and validity only through centring indigenous and local voices and assisting organisations that have them at the heart of their operations.
Ensuring active IPLC involvement via civil regulation and using public regulation to allow for innovation in practices and safeguarding of IPLC rights is an illustration of the possible collaboration that could happen between the two types of regulation. The rapid pace in growth may mean that both regulation types are at different stages of development and of their thinking in regard to how they envision the biocredit market. This could lead to potential collision between the two regulation types, but given how underdeveloped they, this can be avoided through the formation of coalitions that seek to bring governments and civil society together, with increased dialogue to flesh out points of contention. The key factor tying public and civil regulation evolvement together, however, should continue to be IPLCs. 
































6. Recommendations
The research and analysis conducted in this paper has recognised and sought to illustrate the rapid growth of the biodiversity credit market and the issues that have emerged as priority topics in its development. Many reports from the IIED and other research organisations have given pertinent suggestions including the provision of clear policies and legal and regulatory clarity on biocredit property rights (Porras and Steele, 2020) to support the scaling of the market for governments, market-based institutions and other related actors. However, many recommendations appear to be made under the assumption that a functioning market will happen anyway and have been made in a space that has not been properly informed by concerns for indigenous communities.
Developers, and indeed all actors in the biocredit market need to look very closely at whether there has been any change from the offset market experience or whether known mistakes and gaps in regulations are being reproduced. 
Recommendations are made to address the three categories of issues reflecting the main findings derived from the research and literature reviewed for this paper: recommendations to promote market viability, recommendation to more meaningfully involve indigenous peoples and local communities (IPLCs) and protect their rights, and recommendations on how to combine public and civil regulation to develop the biocredit market.
6.1 Recommendations to promote the viability of the biocredit market
As the credit market is still in early stages, and actors are continuing to work out the specifics of key issues such as definitions and dynamics relating to supply and demand, recommendations in this category focus helping to establish the fundamental basics of the market and increase investor confidence.
Recommendation 1: Rollout of large-scale credit sales and establishment of an international market should not take place until there has been further theoretical development of how such a market would operate.
This report has clearly demonstrated that this market is nascent, and that there are many different actors at different stages of involvement with both the market and the product. For this reason, and to ensure that development demonstrates growth from previous market initiatives, more research on aspects that create a stable market must be done before transactions are made. 
1(a) This includes definitions, for example, on what constitutes a credit. Ideally, a suite of standardised terms and definitions should be created that forms the basis of both market and credit development, ensuring a measurable level of integrity. This is especially important as it is widely understood by actors that there is not yet widespread agreement on standards and methodology, an academic on financial markets further states, “everyone is trying to solve the basic problems of measurement standards and define what biodiversity is” and that fundamental aspects are still “troubling” (PD1409, 2023; AE1909, 2023).
Such a suite is also necessary as the complex nature of biodiversity may mean that there will be more than one type of credit to reflect the variety in ecosystems covered. This is not a cause for alarm necessarily as multiple credits may be better able to represent the niches of different ecosystems as opposed to one credit that attempts to do it all. However, there must be some kind of standardisation to ensure integrity and accountability of credits across ecosystems. Ensuring that all actors understand what is being traded, and that this remains consistent, is at the heart of a market, and in the case of biodiversity it will take time to achieve this.
1(b) Research must be conducted into whether traditional market development is compatible with ecosystems, and the realities of condensing biodiverse regions into trading units. Compared to carbon credits, biodiversity credits are dealing with hyperlocality and longer duration of project lengths in which consistent improvement should be monitored. Individual experts interviewed have noted how many actors are attempting to “develop both the products and the market at the same time” (IE1509, 2023), without proper investigation to determine whether this is the right way to go about protecting biodiversity and increasing channels of private finance.
Interviewees have expressed how the market is currently attempting to trade “things that are different” (IE1010, 2023). With no prior precedent for such an initiative aside from the carbon market, there is little evidence to suggest that traditional market mechanisms are the right way to proceed, and even whether they could be adjusted to fit the biodiversity case. Both civil and public regulatory bodies have a role to play here, as governments have the resources to establish further research and civil actors such as NGOs with grassroots connections can support this work.
Recommendation 2: Whilst theoretical development is taking place, credits should be kept as part of broader ESG thinking to incentivise businesses to invest in biodiversity restoration and protection initiatives.
Whilst development of the fundamentals such as standards and compatibility are ongoing, halting of private finance flowing into biodiversity preservation projects should not occur, as there are still other ways of encouraging continued investment outside of market mechanisms. While there is no mandatory global requirement to prioritise biodiversity for businesses, an increasing number of corporations are still looking to demonstrate their commitment to meeting their Nature objectives (RePlanet, n.d.). Looking to the future, this is then likely to translate to Nature Positive claims when biodiversity footprinting can finally be measured like climate. New disclosure frameworks such as the TNFD and legislation such as the UK’s Biodiversity Net Gain, examples of civil and public regulatory initiatives respectively, can encourage businesses to invest in biodiversity projects and purchase credits as a visible demonstration of their commitment towards nature. This serves to prepare them for upcoming regulatory changes whilst the market is being developed.

6.2 Recommendations to more meaningfully involve Indigenous peoples and local communities and protect their rights 
As the primary stewards of the world’s biodiversity, IPLCs continue to be left out of critical conversations even as more mainstream actors begin to acknowledge their importance. Many recommendations talk to the importance of including IPLCs in consultation and recognising their centrality. This report scales the current approach back to its very basics – IPLC inclusion.
Recommendation 3 (a): Given the broad acknowledgement of interviewees that IPLC are still excluded from key conversations, a review should be commissioned that assesses all reports and/or consultations conducted with IPLCs regarding biocredits globally to assess the scope of involvement.
The aim of this recommendation is to promote a critical review of the many reports and consultations that have been published in a rapid span of time that have similar concluding statements of the importance in including indigenous voices. As an example of such an initiative, the Biodiversity Credit Alliance has a Communities Advisory Panel in collaboration with indigenous leaders and has published a discussion paper on the business case for investors to support IPLC-led approaches (BCA, n.d.). However, many of these reports reflect the disjointed state of the market at present, different organisations conduct their own groups and there is little coordination, leading to difficulty when trying to assess which IPLC groups have been involved and to what extent. A comprehensive review will assess the extent of actor commitments to IPLC engagement and the scope of IPLC engagement to examine whether IPLCs are truly being included.
Recommendation 3 (b): Create a large-scale comprehensive consultation with IPLCs in major biodiverse areas globally.
This recommendation follows on from the previous recommendation to assess the scope of current IPLC involvement. A review of all consultations conducted with IPLCs on biocredits to date may make it possible to move towards a more coordinated front regarding IPLC involvement, including creating clarity for groups around how the market actually operates through consolidating consultations into one central hub. This central hub should be a comprehensive consultation with major IPLC groups in key biodiverse areas where biocredits are and will be in operation. Although a large endeavour which will require significant refining, centralising IPLCs into a common space will help to reduce fragmentation in involvement and communication. This will aid in strengthening the position of IPLCs, also giving them greater access to communication tools and helping those organisations that are allied to IPLCs (such as Savimbo, Survival International and IIED) to better support them.

6.3 Recommendations on how to combine public and civil regulation 
Regulation is yet to be clarified and remains complicated and subject to change. This report urges that the focus for public regulation is to start to develop and encourage governments to adopt an initiator and supporter role. For civil regulation it is the potential for cultivation of a new space for indigenous peoples and local communities to take a front and centre role with a selection of tried and tested civil society techniques.
Recommendation 4: Launch a consultation (or part of a broader campaign) for governments to adopt the role of foundational support for seed funding and further definition of their role in the market.
Governments are increasingly showing a greater interest in biodiversity credits as demonstrated by the UK-France’s joint IAPB and other initiatives worldwide. This report has illustrated how public regulation has an important role to play, and in order to define this role, a global consultation should be launched to begin to clarify and solidify the scope of government involvement. Such a consultation should focus on how governments will enshrine and protect IPLC rights, potentially through working with civil society to have the appropriate laws and regulations in place to prevent inappropriate actions by bad faith actors. The consultation should also test and gain support for development of environment regulations that ensures biocredits are not turned into offsets and that businesses continue to reduce their destructive impacts alongside investment into biocredits in order to truly reverse biodiversity loss.
Recommendation 5: Creation of an IPLC-led council on biocredits.
The creation of an IPLC-led council on biocredits is recommended to ensure that there is centralised control and priority given to these groups who are vital to the areas represented by the intended credits. Although this report urges for a pause on the active proceedings of sales and trade of biocredits, setting up this council will allow for the IPLC position to be baked into the centre of proceedings. This will enable us to consider a wide range of views and incorporate key questions into the theoretical development of the market, including indigenous science and knowledge on a variety of topics and viewpoints – including whether a market is the right framework at all. A council will act as the focal point for both civil and public regulation, ensuring discussions and action are channelled around the needs of IPLCs.























Conclusion								
The policy paper has aimed to cut through the busy landscape of the biodiversity market with its many actors and product, aiming to provide some clarity to the central question:
Is the current direction of biodiversity credit market regulations set to effectively deal with the complexity of biodiversity restoration and protection?
The findings and analysis presented in this paper show that there is still a long way to go before the regulatory tools of the biocredit market can be considered adequate in their ability to protect and reverse biodiversity loss. The report has highlighted the main issues identified by key market actors that continue to act as obstacles to a functioning market: questions around viability; the continued exclusion of IPLCs and the uncertainty around emerging public regulation of the market. Current regulations still suffer from a lack of certainty around defining and making tangible the returns from purchasing such credits, with work still undergoing in an incoherent manner. 
Drawing from these findings and the research conducted, several recommendations have been made which aim to address the core of the problem. Before an international market can be established and trading conducted, more research into the foundations of market formation and the intended role of public regulation must be conducted, alongside the integration of IPLCs into the very core of the idea of a biodiversity credit itself. While there is effort from multiple actors at different levels to achieve some standardisation on aspects such as definition of a credit, basic assumptions on how the product to be traded (nature) have not been substantially altered.
Being significantly more complex then carbon, biodiversity requires delicate handling and a thorough understanding of its multiple facets before any attempt to fit it into our current market system. It is hoped that this paper will encourage those involved in the market to take a look at its very basic structure and interrogate the foundations of what makes the market, taking into account previous lessons learned. 
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