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Executive Summary

Decades of research and more recently public policy recognise that current economic practices
are not compatible with a healthy planet. The European Green Deal aims to decouple
economic growth from resource usage, decarbonise industry and do this in a fair and just way

for society. Nature -based solutions (NBS) to address societal challenges have been identified

as an important policy instrument to achieve the aspirations of the European Green Deal and

other key policy objectives such as those set out in theEU Biodiversity for 2030 Strategy and

Ul T wECEPUDPOOUWOI w?EUPOCEDPOT wEEE auwik theJEVIRgcpwary UOOw U1
plan. The European Commission identifies nature -based solutions (NBS) as those solutions to

UOGEDI UEOw ET EOOindgited @nd Supgderieds iy Unature? which are afsictive,
simultaneously provide environmental, social and economic benefits and help build resilience. Such
solutions bring more, and more diverse, nature and natural features and processes into cities,
landscapes and seascapes, through locally adapsayred | | PEDT OUWEOEwWUaUUl OPE
(Faivre et al., 2017. Nature -based solutions provide multiple benefits for biodiversity. While

much focus to date has been on the environmental or social benefits of NBS, less attention has

been paid to their economic potential and their role in a just transition to the type of
sustainable economy envisaged in the European Green Deal.

This White Paper addresses this imbalance by proposing a paradigm shift - a new approach
to valuing natural capital and to enabling its incorporation in the economic system.

This document is a synthesis of a longerbackground report under preparation by the Nature -
Based Economy Working Group of Task Force Il of the European Commission. The
recommendations of this document will be debated at a high level policy dialogue at the end
of June 2021 following which they will be shared as part of an open consultation process
running until mid September 2021. The outcome of this process will form the basis for an EC
Expert Publication on the Nature -based Economyto be launched at the European Business
Summit in November 2021.

The recommendations of this White Paper provide a basis for dialogue with policy makers, at
all levels of government and across all fields of policy implementation , and with wider
stakeholders in business, society and the innovation ecosystem on the changes needed to shift
towards a Nature -based Econony. It particularly aims at stimulating valuable cross-sectoral
policy discussions between policy makers responsible for climate change and biodiversity
policy and those responsible for sustainable economic growth policies within the context of
rapidly depleting stocks of natural capital.

1 High level policy dialogue on Nature -based Economy organised on 29 of June 2021 as part of the Connecting
Nature Enterprise Summit. Content available following the event on connectingnature.eu
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Section 1: Why do we need a Nature -based Economy?

We propose the following definition of the Nature -based Economy as the starting point of an

open consultation process:? 3 | 1 w-bBs&@dBddnomy encompasses all production, exchange and
consumption processes related to activities concerned with the pragteotiservation, restoration and

sustainable use of natural resources by consumers, industry and society at dafge this

EI i DOPUDPOOOwWPTI wxOUPUPOOWOUUWEOEOaAaUDUWEOEWUI EOOC
(represented in Exhibit 1 and discussed further in Section 2) and take up the specific challenge
OUUOPOT EwPOwUT T w#EUT UxUEwWUI YBI PwlOi whnkcréasirgg$he OOOODE
171 DPEPI OEawbkPbDUT whbl PET wUT 1 w&d&erthyertdd thio gldbal output anda wd i u
returned to the biosphere as wasta# EUT Ux UEOw!l Y| Owx 8+t huAd w

We then set out the rationale for defining a nature-based
economy based on the identification of four major Economy
limitations in current economic approaches. These are (1)
current inadequacies in approaches to the pricing and

valuation of nature; (2) a failure to take into account the Human Produced
Capital Capital

diversity and interac tion of actors in production and
consumption; (3) a sustained lack of emphasis on resource
inefficiencies; (4) the exclusion of decisionrmaking

processes in the formation of rules governing production
and consumption. A paradigm shift towards a Nature -
based Economy perspective is proposed which explicitly
recognises nature as both providing a critical input to

production and generating valued output in the economy. Exhibit 1: Links from Nature
Attention is shifted from the role of individual actors, such to the Economy
(Adapted from Dasgupta,

as the public or private sector, to the integrated activities of
EOOWUUEOI T OOET UUwPOwUT 1T ws EC
nature. Inefficient use of natural resources, a finite source of capital, will be addressed by

applying shadow pricing of ecosystem services in production and consumption activities
coupled with tangible DOUT UY1 OUPOOUWUOOWEOUT wwUl EVUET ws EOOUU O
of natural resources. Finally, the essential role of a range of actors in decisionmaking about

2021, p. 17)
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the rules for production and consumption is inco rporated as an important stand -alone process
in the Nature -based Economy.

Section 2: What is the role of NBS in the Nature -based Economy?
Section 2 begins by positioning NBS within a broader context to enable sustainable economic
growth within the contexts of the climate change and biodiversity crises. At a European level
some of the most relevant policy contexts include the European Green Deal the EU

Biodiversity for 2030 Strategy and the EU Recovery plan. At a global level, 70 governments,
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private sector, civil society and international organizations signed up to the NBS for Climate
Manifesto at the UN Climate Action Summit in 2019, and NBS have been identified as part of
the pathway to a global movement towards achieving the goals of the UN Decade of
Ecosystem Restoration The IUCN Global Standard for NBS and the EC Handbook on
Evaluating the impact of NBS will greatly contribute to a more consistent understanding,

implementation and measurement of the impact of this concept globally.

In this section, we consider different approaches to the valuation of nature within the context
of a Nature-based Economy and identify the complexity of stakeholder value chains in the
delivery of different types of NBS. We conclude that NBS have the potential to play a
development decoupled from resource utilisation and carbon emission growth. To deliver on
this potential we need to consider how to secure active and ongoing particip ation across all
stakeholders and sectors of the economy in an approach where all parties have a full
understanding of the value of nature as both an input and output in economic processes.

Section 3: The Market for NBS

In Section 3, we present an oveniew of the market for NBS including key challenges and
enablers to market development and undertake an analysis of the market forces of supply and
demand. We examine clear patterns of growth in established NBS market sectors, such as
green buildings, and i dentify the emergence of promising new sectors such as smarttech for
NBS and NBS for health and well-being. We review macro-environmental factors influencing
overall market growth which include policy supports, economic valuation of NBS,
technological dri vers, inclusive governance and increased awareness of social justice aspects
of NBS development.

From a policy perspective, stimulating demand and supply is not a simple proposition and
requires consideration of the complexity of this market sector. A multiplicity of actors are
involved in both demand and supply of nature -based solutions with varying roles across
value chains in different market sectors. Participatory processes leading to effective user
participation and an openness to innovative approaches are an essential starting point for
consideration in any policies to stimulate market demand. Demand -led policies must take into
account the nature of NBS as private goods and services (e.g. green buildings primarily paid
for by the private sector but which may create public benefits such as urban cooling), public
goods or services which can be enjoyed by many (e.g. urban parks primarily owned and paid
for by the public sector but which may involve some private busin esses such as coffee shops)
and so-called common pool resources i.e. public goods where over-use of such resources
would lead to negative effects (e.g. urban forests or nature reserves again often owned and
managed by the public sector, but with increasin g evidence of effective management by
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communities or NGOs). This section identifies that the market for NBS is at an early stage of
development with much potential for growth. Section 3 considers challenges to supply and
demand in the public sector highli ghting the many knowledge gaps remaining , residual
challenges measuring effectiveness, challenges related to hybrid governance and financing
and a myriad of challenges related to public procurement which has led to difficulties finding
skilled private sector suppliers of NBS.

This section concludes with results of recent research looking at suppliers of NBS from the
profiled in terms of size, stage of development, challenges and enablers. This section
concludes that specific policies need to be put in place to support the start-up and growth of
nature-based enterprises as a key enabler on the supply side to meet increasing market
demand for NBS.

Section 4: Introducing a global perspective

In this section a range of initiatives to stimulate global market demand for NBS are
summarised. Local governments are identified as a key enabler in this process with regional
partnerships playing an important role in knowledge sharing. This section also highlights
increased recognition of the role of the private sector and nature-based enterprises in the
supply of NBS. The increased availability of international financing for NBS is seen as an
enabler to market demand and growth.

Recommendations for discussion

Policy measures are proposed at global, EU, national and local government levels. Within
each level, systemic measures needed for longterm transformative change, and immediate
short-term actions needed to boostthe market for nature -based solutions areput forward .

l. Global level

Systemic Change measures proposed at Global level:

1. Implement concrete measures to incorporate the valuation of nature in both public
and private practices. For example, encourage a shift or expansion of the focus from
global reporting of GDP from 'single' capital (financial) to multiple capitals (financial,
social, natural).

2. Accelerate the activities of international networks, working groups and task -forces
towards increasing and incentivising positive financial flows towards investment in
nature.



3.

Launch an open consultation onthex OUD U D O OB O IEEMIT dEwSEWOWIOa » wE OO
EQEwUI OEUI EwUI UOPDOEEON £wl Ol wkUWdDOBHE WBIOwUl OE
UUET uDBXEWXCEE UWEDOI EOOOOa» OwDEBDOPEDO WG QDEQEHVOBOOU
Develop a comprehensive international framework for labelling, tracking, reporting

and verifying the state of the Nature -based Economy.

Create an international multi -stakeholder database to increase data availability and

improve decision -making related to the Nature -based Economy at a global level.

Immediate Actions to boost the NBS market at Global level:

Sustain measures to keep mainstreaming of NBS to the forefront of international and
national governance, climate action and climate policy -related instruments.

Include more specific recommendations in global policies to facilitate investments in
nature-based solutions in real terms. In the immediate short term, the public sector
should be encouraged and supported to sustain and increase investment in NBS while
in parallel, the international community puts in place systemic changes to incentivise
increased private sector investment.

Agree a formalised strategic plan at the global level to introduce a cross-cutting
modality of investment for nature -based solutions effectively creating an asset class
for NBS.

Include specific and extensive financing for NBS in post-COVID economic recovery
packages in all major economies.

Accompany increased investment in NBS with capacity building measures to
stimulate the private sector supply of NBS leading to more innovation, job and
enterprise creation.

EU level

Systemic Change measures proposed at EU level:

1.

4.

Improve policy alignment relating to NBS in Circular Economy and Bioeconomy
strategies;increase policy collaboration with Regional policy and Enterprise policy.
Invest in EU wide research/market studies on the positioning and potential synergies
between Nature-based Economy principles and other strategies and action plans
identified to achieve the aspirations of the Green Deal including the EU Sustainable
Finance Taxonomy.

Stimulate the development of NBS market sectors through measures taking into
account NBS market characteristics (varying levels of market maturity) and challenges
faced at market level (need for networking due to market fragmentation and early
stage of development).

Embed multiple actors in decision -making processes on NBS at EU level.



5.

Increase actions aimed at much higher levels of take-up of corporate and SME
valuation of nature.

Immediate Actions to boost the NBS market at EU level:

Triple EU investment in NBS by 2030 and quadruple by 2050 as per the
recommendations of the UN Report on the State of Finance for Nature (2021). Engage
InvestEU, the EIB and the EIF in providing this financing. Align investment with

tackling remaining roadblocks to NBS such as the need for transformative change at

local government level.

Increase funding for knowledge exchange and collaboration between regions of
Europe and the rest of the world, in particular the Global South.

Stimulate private sector supply of NBS through support for capacity building of
nature-based enterprises NBESs) and investment in NBS and NBEs in line with the EU
Sustainable Finance Taxonomy.

Lead on the development of more comprehensive standards for different types of NBS
to support market development. Standards will provide reassurances for buyers and
verification of quality levels to help support and differentia te the offerings of
suppliers.

Support EU and national platforms, networks and face -to-face NBS market events to
connect nature-based enterprises with other actors across the supply chain. Support
the organisation of match-making events between businessesand financiers focusing
specifically on pro -biodiversity businesses or NBEs.

At national and local level

Systemic Change measures proposed at national/local government level:

1.

Put in place measures to increase public sector adoption of approaches to capture,
account and track the monetary and non-monetary value of nature and nature -based
solutions.

Put in place measures to increase the understanding and valuation of nature in the
private and third sector and to incentivise private sector investment in nature.
Implement capacity building measures to ensure that increased public investment in
NBS leads to an increase in innovation and job creationin NBEs.

Embed participatory decision making processes in policy making in particular focused
on increased engagementbetween local government and local business in the Nature-
based Economy.

Deliver support and capacity building measures for local community and third party
organisations to take on an increased role in cagovernance of NBS.

Vi
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M easures to stimulate demand:

8.
9.

Build a portfolio of NBS projects rated in terms of attractiveness for public and private
sector investment.

Triple local government -led investment in NBS by 2030 and quadruple investment by
2050. Investment from the public sector should be prioritised i n NBS where private
sector investment is not attractive as the primary source of funding.

Increase public sector investment for pilots of novel approaches to NBS.

Stimulate private sector interest in investing in NBS through specific policy/regulation
NnOUOUUOT OUUWEDT Empo&aUlBUI Ol WEUOEEOQaWEEUI EwOOWEE
Actions to increase investor understanding of NBS cost structure and business models.
Increase awareness and engagement of local businesses with communities and other
actors in decision making processes around NBS.

Increase local business awareness of the direct benefits of NBS such as green building
infrastructure leading to increased investment.

Introduce measures to increase the level of consumer awareness of the benefits of NBS
Put in place measures to facilitate community financing of NBS.

10. Stimulate private demand through partnerships / platforms / infrastructure.

M easures to stimulate private sector supply of NBS :

Address barriers in specific NBS market sectors e.g. regulations hindering delivery.
Put in place financial incentives for nature -based enterprises to be started and scaled.
Contribute to the development of standards fo r NBS implementation at local/national
level. Ensure NBEs are adequately represented in the development of standards.
Support platforms, networks and face -to-face industry events connecting nature-
based enterprises with other actors across the supplychain.

Collaborate with relevant organisations to develop training and continuous
professional development measures to increase the quality of NBS implementation.

M easures to address public procurement challenges:

1.

Build the capacity of the public sector to take advantage of NBS opportunities through
infrastructure, agencies and educational institutions .

Review and deliver the systemic changes needed to current procurement processes to
better align with NBS non -monetary values and cost structures.

Change procurement processes to better accommodate smaller enterprises

Increase awareness and recognition of the role of naturebased enterprises (NBE) in
the NBS supply chain. Tailor procurement strategies to enable the development of
new types of suppliers.

Incorporate Natural Capital assessment considerations into public procurement
policies.

Vii



Finally, the potential of digital communications and the platform economy to accelerate NBS
market development was recognised and measures are proposed to leverage this potential.

Conclusion

3T 1 ws -EHWUVEwWS EOOOOaZ WPUWE WO PWEOOET xUwbkbi PET wbUWE
Robust feedback is needed frompolicy makers, practitioners and academics inthe economics,

public management and NBS fields on this concept, and the recommendations proposed in

this paper in support of this concept.

We invite you to contribute to the consultation process on the concept and recommendations.
Please visit us on networknature.eu/Nature -BasedEconomy-White -Paper-Consultation to

complete a short feedback survey on priority recommendations and/or to submit a lo nger
feedback document as part of this consultation process. Consultation will close on 10th
September 2021. The final publication will be presented at the European Business Summit in
November 2021

viii
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A Draft White Paper for Consultation

Introduction

?2-EVUUI wbUwE WrovdH stratehy, tRelBUrap&dn Grédn Deal, and is part of a European
recovery that gives more back to the planet than it takes away."
Ursula von der Leyen, EC President, May 20D

The European Green Dealrecognises that current economic practices are not compatible with
a healthy planet. We need to decouple economic growth from resource usage, decarbonise
industry and do this in a fair and just way for society. Nature-based solutions to address
societal challenges have been identified as an important policy instrument to achieve the

aspirations of the European Green Deal and other key policy objectives such as those set out

in the EU Biodiversity for 2030 Strategy EOE wUT 1 wEOEDUDPOOU WO w? EUPOEDOI
impact of COVID -19 in the EU Recovery plan. Nature-based solutions (NBS), as defined by

the European Commission (2020), contribute to climate adaptation and mitigation, increase

biodiversity, contribute to the improved health and wellbeing of society and have th e
potential to contribute to a sustainable economy. While much focus to date has been on the
environmental or societal impact of NBS, less attention has been paid to the economic
potential and the role of NBS in a just transition to a sustainable economy.

This paper addresses this imbalance, proposing a paradigm shift in economic perspectives in
favour of a new approach founded on a clear understanding and valuation of natural capital
in the economic system. Nature-based solutions play a vital role in such an approach and the
emerging market for NBS is described in this document. Recommendations on measures
needed to stimulate systemic change towards a Nature-based Economy are provided as a
framework, including specific measures to stimulate demand and suppl y of NBS, given their
integral role in the Nature -based Economy.

This consultation paper is aimed at policy makers at all levels of government and across all
fields of policy implementation. We hope it will be valuable in stimulating cross -sectoral
poli cy dialogues between those policy makers responsible for climate change and biodiversity
policy and those responsible for sustainable economic growth policies within the context of
increasing business risks from rapidly escalating depletion of natural reso urces.

Consultation Process towards an EC Expert Publication
This draft White Paper is a synthesis of a longer working document under preparation by the

Nature -based Economy Working Group of Task Force Il of the European Commission. The
members of this task force come from academia, policy and practice and are representatives
of EU funded projects undertaking research and demonstration in the financing, governance

and business models of NBS. Contributions to the Working Group today come from eleven
Horizo n 2020 projects (Connecting Nature, URBINAT, UrbanGreenUp, REGREEN, Clearing
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From Nature -based Solutions to the Nature-based Economy

House, Network Nature, Future Mares , MERCES, NAIAD, WeValueNature, Clever Cities)
and the LIFE project ARTISAN 2,

The recommendations of this draft White Paper will be debated at a policy dialogue as part
of the Connecting Nature Enterprise Summit on 29t June 2021 following which they will be

shared as part of a wide consultation process running from 1st July to 10t September 2021.
Thereafter inputs into the draft Whit e Paper consultation process will be taken into account
in the working document of the Nature -based Economy Working Group. This working

document will form the basis for an EC Expert Publication on the Nature -based Economy
which will be launched at the Euro pean Business Summit in November 2021.

What is a Nature -based Economy?
In this draft White Paper we propose the following definition of the Nature -based Economy

exchange and consumption processes related to activities concerned with the protection, conservation,
restoration and sustainable use of natural resources by consumers, industry and society?ab large
Policy, regulation, institutions and/or cultural and com munity narratives relating to the rules

and norms governing these activities are essential and integral elements of the production,
consumption and exchange processes of the naturebased economy.

Structure of this draft White Paper
1 In Section 1 of this draft White Paper we provide a rationale for transitioning from

conventional economic models to the perspective of a Nature-based Economy.

i1 In Section 2 we look at the positioning of NBS in the wider Nature -based Economy.
We consider the policy rEUDOOEO1 wi OUw-! 2wpkpbDUOT POwWUOUT 1T wOYI UE
Green Deal strategy. We look at the actors involved in the value-chain of NBS and we
review different approaches to valuation of nature including the natural capitals
perspective.

i In Section 3, we present an overview of the market for NBS, including key challenges
and enablers of market development and we consider in-depth forces of supply and
demand. The concept of nature-based enterprises is identified as a key enabler of
market supply to meet in creasing market demand.

i Section 4 introduces a global perspective on the Nature-based Economy focusing in
particular on NBS and nature -based enterprises.

I The final section builds on previous chapters to present a detailed list of policy
recommendations in support of a transition towards the Nature -based Economy.

2For a list of projects with de scriptions, see Acknowledgements




A Draft White Paper for Consultation

Section 1- Why do we need a Nature-based Economy?

2+POI wbHOYI UUOUUwW OOOPOWUOEEazZUwI RUI UOEODPUDPI Uw EU
internalisedt by design, by decree orByp UEUUT U w OEwWa OUWEOOZz OUwbEOUWUT |
suite executive or investor. For this reason we need a common valuation frarmework

Pavan Sukhdev, President of WWEFE International and representative for the TNFD Partner

Group?

(=)
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the buying and selling of goods and services. An economic system also incorporates the

deployment of factors of production by firms to create these goods and service for the

purpose of creating wealth for themselves and at the same time providing incomes to

households to enable their purchase.

This traditional perspective on an economy has at its core a focus on the increased
consumption of goods and services by households (through efficient production , and
allocation through exchange) and wealth creation for firms through ever more innovative uses
of the factors of production and ex change processes that maximise the efficent allocation of
scarce resources betweerthese actors

Prices of Goods
and Services

Goods /

Services
Exchange

Demand

Households Pricing/ Diversity and Lack of Exclusion of
valuation of interaction of emphasison decision
Nature actors and resource making
consumption inefficiencies processes for
‘rules’

Factors of

Demand
Production

Exchange

Prices of Land,
Labour and Capital

Figure 1.1 Limitations in the traditional economic perspective
(Adapted from Samuelson, 1961)

3 Speaking at the official global launch of the Taskforce on Nature-related Financial Disclosure (TFND) 14/6/21
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From Nature -based Solutions to the Nature-based Economy

However, it has been long understood that this is only a part of the bigger picture in
developing policies and institutions to ensure a thriving economy and society. A simplified
diagram of these basic elements is provided in Figure 1.1 alongside an overview of the
limitation s of this approach from a Nature -based Economy perspective

1.1 Limitations of current economic approaches

This paper highlights four specific limitations of a traditional economic perspective that a
s - EGREWII E w$ E feieiseseeks to address.

Valuation and pricing of nature: The first is the limitation in relation to the unsustainable
impact of production and consumption on the natural environment ¢ which in economic
terms is attributed to a failure to explicit ly value and, more specifically, to put a price on
nature (WEF, 2020).While there have been decades of economic impact policies, regulations
EOQOEWUERT UwUT EVwT EYI WwEUU]I OxUl EwUOws xUPET wbOz wUOI 1
environment, this has clearly not been effective in materially changing the unsustainable
trajectory towards catastrop hic climate change, loss of biodiversity and exhaustion of natural
resources (IPBES, 2020; Dasgupta, 2021A Nature-based Economy will focus on the impact
of production and consumption activities on nature ¢ both in terms of a stock of natural capital
that can be increased or decreased through Naturebased Economy processes, and as a flow
of (eco)services as direct and indirect inputs to production and consumption activities in the
Nature -based Economysystem.

Diversity and interaction of actors in pro duction and consumption: The secondlimitation

relates to the traditional differentiation between spheres of public and private goods. Public

T OOEUWEUIT wUT OUI wUT EVwWEEOw E{ witls nature bftera gsed laddw Oa |l E w E :
example of a public good for which the public sector plays a stewardship role; while private

goods are limited in their availability and most efficiently allocated through market

Ol ET EOPUOUB W' OP1 YT UOwPUwDUWEEU O DEQUWO,20Ea EVUwUT E
that private (profit, non-profit and philanthropic) entities play a significant role in

UOI PEUEUT DxwWEOQOEWEOOOEEUDPOOB wwuUUUT T UOOUI Owi UwC
essential for citizens (e.g., health, education, housing), the state or nonprofit organisat ions

are critical providers of these in order to ensure access by all citizens. This mixing of public

& private production and consumption is particularly evident in the emerging NBS sector

with actors across the public, private, community and non -profit sectors playing key roles in

production processes and consumption spanning a broad spectrum of citizens, businesses and

the public sector itself. A Nature-based Economy perspective will shift the focus away from

specific roles for particular actors and instead focus on the activities of production and

consumption across, and between actors and the effect of these activities on the natural world.
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In this paper w e will focus specifically on interventions aimed at stimulating production that
results in more efficient supply and demand through policy and practice incentives and
capacity-building in nature-based economyprocesses.

Lack of emphasis on resource inefficiencies: The third limitation to be addressed is that

economic models have only recently begun to address in earnestthe question of reduction of

resource usage inproduction and consumption activities. Inefficiencies in the production

processwere embedded in micro-economics as an eficiency consideration along with other

factor costst EOE wUT | wx UPET wOil wkT EUI YI UwPEUWE] D®é ws PEUU
waste was something to worry about. On the consumption side, under -utilisation and waste

of resourcesare gaining increased attention t PP UT ws EPUEUOEUZ WEOEws UT EUDO
considering consumption activities along with production as key areas for leverage. The

potential impact on nature of resource inefficiencies in production and consumption is

especially acute (and hasbeen recognised for years) and thesubject of resource restoration is

EwOl awEOOUDPEI UEUPOOWPOwWUT T wa- w#l EEET wOi w$EOUaUU
Strategy for 203Q The European Green Deal provides an action plan for restoration of

biodiversit y and transition to a circular and bio -economy.

Exclusion of decision -making processes and stakeholde U U wb QwUT T wi OUOTRE UD OO w(
fourth limitation is the boundary between the economy and the policy / societal domains.
SUEEDUPOOEOOGaOwWUI | wxOOPEPI UWEOEWUI T UOEUPOOUWUIT E
consumption were seen as outside the dayto-day operation of firms and households. They

Pl Ul wOT Jowls WE®@UW IOE 7z wi E E U U w @t best? iwereudbked &t hsCeuogeddiisu

factors that could only be changed by actors outside the system. For example a tax on

pollution was conceived as a way of policy -makers changing the cost of production and a tax

on plastic bags was an initiative to change the way households might choose to consume. But

ETEOT POT wOT 1 wsUUOT UZzwPEUWOOUwWWith®UUE @Ga wll DOwWE U
(1990, 2010) approach to managing common pool resouces was pioneering in demonstrating

wa

how stakeholders could (and should) be part of the governance / rule -setting activities and

her institutional analysis and development (IAD) framework provided the necessary concepts

and language for a more general integU E UD OO WET UbI | Ows E O (Naiurd-beged E O E ws E |
Economy will incorporate decision -making in relation to the rules for production and

consumption as an integrated activity domain, specifically but not uniquely with respect to

NBS*.

Increasingly, local and national governments are establishing fora in which communities and
businesses are encouraged to engage with policymakers and public service managers in
collaborative dialogue around how public policy, programmes and services may b e

428 y20S8 GKFG aF2N |y | dasddzolution, 2 misSadhérd i seftaih Priidpies, hicll includeNS
being done in the right places in the right ways, with the full participation and support of local communities and Indigenous
peopless YR & LI NI 2F | ONRBIFRSNI LINRBINLN5).2F OtAYIGS OlA2yé oObl
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reconfigured to facilitate economic, environmental and social outcomes via direct public
EEUPOOOWEUUWEOUOWYDPEWET EOT POT wOT 1T wsUUOIpit wWUDET UL
sectors operate to produce and consume goods & services. Including theseactivities of

sEl EMEDO®O® wuECWYEUDPOUUWOI YT OUwOI w UNattire bds€dw EOE w b
Economy would open up a range of possible processes that could establish, assess, adjust and

reinforce a trajectory towards systemic transformation of economic systems at various levels.

In addition, the inclusion of these activities facilitates the incorporation of other value

considerations of interest across stakeholders such as wellbeing, employment, social

cohesion, etc.

1.2The Nature -based Emnomy: a paradigm shift

Addressing these limitations requires a paradigm shift in the way we examine and intervene
in an economy. Figure 1.2 provides an overview of the key features of the Nature-based
Economy which will be explored in more detail in thi s paper. There are a number of related
EOOEI xUUwPOwODPUI UEUUUI wkend gis-OBOEOQUYEHE WEBWUEUDE I
European Green Deal and the Dasgupta Report on the economics of biodiversity. However,
as this is a rapidly evolving research and policy space we cannot cover dl of the various
perspectives that might be consistent or conflicting with how we are positioning the Nature

based Economy in this document. Our first recommendation is thus further research to clarify
the positioning of the Nature -based Economy framework with existing and emerging
terminologies.

Nature Based Economy

Impact on
Produced Capital

(e.g. built environment, wealth)

Nature-based
Produced Decision-
Capital Making

Information Information

Impact on
Natural Capital

Natural Consumption Rules Production Rules

Capital

(e.g.CO,, biodiversity, land use)

Goods / Services

Human Nature-based Nature-based
Capital Consumption Production

Impact on
Human Capital

(e.g. employment, well-being,
knowledge)

Factors of Production
(e.g. revenue, information)

Figure 1.2 The Nature-based Economy perspective


https://www.gov.uk/government/publications/final-report-the-economics-of-biodiversity-the-dasgupta-review
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The first limitation is addressed by explicitly incorporating nature as both an input into the
three main processes of the Naturebased Economy, as well as a valued output of these
value of nature and mention other possibilities for valuing nature identified in the NBS family

of projects.

In recognition of the diversity of actors involved across the supply and demand of goods and
services, we reformulate the fundamental elements of our economic model to be processes of
production and consumption in which a range of actors may participate and in which the
interdependencies of actors on each other as well as on the resources required to produce and
consume are remgnised and incorporated into policy decisions. Having said this, we note that
policy recommendations may still target specific groups of actors differently ¢ as may be seen
in the following sections and summarised in the recommendations section.

Furtherm ore, we can examine more directly how consumption processes may contribute to
the core of our definition of the Nature-based Economy and the inefficient use of resources
across actorst which is the third limitation to be addressed. As mentioned above,resource
usage and waste arealready a part of individual business production process analysis, but
the Nature-based Economy focus on processes rather than actorswill facilitate a production /
value chain analysis across actors (including consumers of NBS). Our policy
recommendations are largely focused on stimulating demand for NBS, rather than those that
might reduce consumption of other products and services in an effort to minimise the impact
on nature.

The fourth limitation identified + UT EQwOI w OO U wb GEDOWE®IOF wes ED EIDWBIOWW |
the rules for production and consumption + is addressed by the rather simplistic device of

adding these activities as a third type of process in the Nature -based Economy perspective

Having acknowledged that th is Nature-based Economy model is a work-in-progress, it is

observed that decision-making processes needed to facilitate the development and scaling of

NBS appear throughout this draft White Paper, but especially in the section on
recommendations for approaches to policy and practice.

The shift in focus from specific (market) actors to processes of production, consumption and
decision-making means that the activities of exchange must also be represented somewhat

differently in the emerging perspective. Exchange of payment for goods and services may be

directly represented as arrows between the activities of production and consumption . The

exchange of the factorsof production is more difficult to represent in the diagram. This is

because the factors of production - DPOEOQUEDOT w OEOEOwWw OEEOUUwW EOE W EE
reformulated as natural, human and produced capital - following Dasgupta 2021) { may be
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controlled by those who wish to exchange these for the means to consume (as represented by
households in the traditional economic models), but more often than not are controlled by
different actors with different objectives.

In fact, the research and ca&e studies reportedin this paper assume resources to be at least as

likely to come from those actors who wish to achieve specific outcomes via the Nature -based

Economy; e.g. investors looking for ESG-type returns, government funding bodies with a

mandate to fund NBS or other environmental initiatives, philanthropists with impact targets

to meet etc.; as they do from households with particular consumption preferences within the

Nature-based Economy. For this reason, we include the non-consumption related r esource

i OOPUWPOUOWUT T wUaUUI OWEUwIi OO0PUwWi UOOws OUUUPEIT zw
decision-making system with the potential to direct these resources to any one of the activities

with the objective of achieving one or more of the outcomes hig hlighted in our model.

Finally, in relation to outcomes, we have already noted that the impact on nature needs to be

explicitly recognised as an output of the activities and this is central to the Nature -based

Economy model. Furthermore the impact on wealth and human capital already present in

the traditional economic perspective is recognised as arising from the Nature -based Econany

- along with other, less prominent outcomesof s | Ox 00a 01 OUz wE OE wtE ibusl IzIuE OU
of citizens as evidenced by the exemplars and researb reported in this draft White Paper .

Section 1: Summary

Section 1 proposes a first definition of the Nature -based Economy and sets out the rationale
for a nature-based economy based on the identification of four major limitations in current
economic approaches. These are: 1) current inadequacies in approachestthe valuation of
nature; 2) a failure to take into account the diversity and interaction of actors in production
and consumption; 3) a sustained lack of progress on addressing resources inefficiencies; and
4) the exclusion of decision-making processes in the formation of rules. A paradigm shift
towards a Nature -based Economy perspective is proposed which explicitly recognises the
value of nature as both an input as well as a valued output of the Nature -based Economy.
The focus is shifted from the role of individual actors such as the public or private sector to
of natural resources will be reduced through both an explicit pricing of nature and a
combined efil OUUwUOwUI EUETl ws EOOUUOXxUPOOZWEOQOEWDO
Finally, the essential role of decisionmaking in setting the rules for production and
consumption is proposed as a stand-alone and equal process in the Nature-based Economy.
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Section 2- Nature -based solutions in the Nature-based Economy

In Section 2 we look specifically at NBS and their important role in the Ndiased Economy as
framed within the policy rationale for NBS. We review differ@mproaches to the valuation of nature
including the natural capitals perspective and we look at the actors involved in thechialoeof NBS.

The European Commission defines nature-based solutions (NBS) as solutions to societal
ET E OOI ifspiredlandBupported by nature, which are castective, simultaneously provide
environmental, social and economic benefits and help build resil&ntesolutions bring more, and
more diverse, nature and natural features and processes into cities, landscagessaapes, through
locally adapted, resouredficient and systemic interventions (Faivre et al., 20N@ture -based
Solutions provide multiple benefits for biodiversity.

2.1 Policy rationale for NBS within the context of the Nature -based Economy

Nature -based solutions play a vital role in the Nature -based Economy. As shown in Figure
1.2, nature is considered as both an input into the consumption and production processes as
well as a valued output of these processes. On the input side, staks of natural capital and
land use are intrinsically related. According to the Global Assessment Report on Biodiversity
and Ecosystem Services published by the Intergovernmental Science-Policy Platform on
Biodiversity and Ecosystem Services (IPBES, 2019)more than one million species of plants
and animals are threatened with extinction, with changes in land use pointed out as the
number one driver of this threat. The IPBES report highlights implementing NBS as an
important response to addressing this crisis.

Over the last decade, NBS, such as green roofs, street trees or urban parks have increasingly

been promoted as costefficient, no-regret solutions to address multiple challenges in cities

and peri-urban areas at a global level. The multiple benefits NBS ddiver have been

highlighted in European and international frameworks such as the EU Biodiversity Strategy

for 2030, the EU Green Deal, the Urban Agenda 2030, the UN Climate Action Summit 2019

andthe” OOYI| OUDPOOwWOI w! POOOI PEEOw# B Y The BRiadigetsity! D OED Y |
Strategy 2030 (aml related strategies such as the Birds and Habitats Directives, the Green
Infrastructure Strategy, the EU Pollinators Initiative and the new EU Forest Strateqy) clearly

recognise the vital role which nature plays in the economy and the potential of nature and
NBS to contribute to sustainable economic development within the context of the European
Green Deal. This strategy aims to halt the loss of biodiversity and ecosystem services in
Europe as part of a global commitment within the international Convention on Biological
Diversity (CBD).


https://op.europa.eu/en/publication-detail/-/publication/31e4609f-b91e-11eb-8aca-01aa75ed71a1
https://op.europa.eu/en/publication-detail/-/publication/31e4609f-b91e-11eb-8aca-01aa75ed71a1
https://ec.europa.eu/info/strategy/priorities-2019-2024/european-green-deal_en
https://habitat3.org/the-new-urban-agenda/
https://www.un.org/en/climatechange/2019-climate-action-summit
https://www.cbd.int/
https://ec.europa.eu/environment/nature/conservation/species/pollinators/policy_en.htm
https://www.eea.europa.eu/policy-documents/the-eu-forest-strategy-com
https://www.eea.europa.eu/policy-documents/the-eu-forest-strategy-com
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Cities all around the globe are acknowledged as key players in global efforts to revert
biodiversity loss and nature degradation (Committee of the Regions, 2020). Cities are
increasingly incorpor ating NBS into their urban planning schemes and strategies to tackle
urban challenges. NBS offer the economic, technological and social potential to foster nature
friendly urban space, lifestyles, businesses and solutions across different sectors of the uban
realm (i.e. transport, production, trade, the construction sector and building retrofitting).
Nature-based enterprises in the private sector delivering NBS offer significant potential for
innovation, enterprise and job creation as part of the new growt h strategy envisioned in the
European Green Deal where economic growth is decoupled from resource usage. Investment
in NBS and NBEs will be supported by the EU Taxonomy for sustainable activities, which

provides a clear classification system to enable and scale up sustainable investment in support
of the implementation of the European Green Deal. The criteria established by the Taxonomy
can provide a benchmark for standardised approaches to solution and service innovations
which substantially contribute to increased nature -based economic activities, aligned with
$U0UOx1 zUwi OYPUOOOI OUEOQWOENT EUDPYI UGB

The outcomes of investment in NBS are increasingly measurable. NBS can tackle some of our
most pressing environmental and societal challenges such as emission reduction, climate
adaptation and mitigation, air and water quality pollution, halting biodiversity loss, but also
promoting public health, food security and even social cohesion. At the same time, according
to the European Environment Agency, in order to achieve the transition towards carbon
neutrality and a more Nature-based Economy and societywhich operates within the limits of
the planet, actions are required in sectoral policies such as transport, energy, industry and
agriculture. The planning and delivery of NBS at a larger scale is one of three crosscutting
priorities in the EU Adaptation Strategy to systemically adapt to a changing climate, reduce
risks, create resilience and achieve the goals.

Recognising the importance of incorporating biodiversity into NBS and land use policies,
infrastructure and development planning, the Eu ropean Commission (EC) has been financing
research and demonstration projects to amplify innovation and expertise exchange within
European cities and beyond. To frame and promote their work and strengthen biodiversity
overall, the InvestEU programme will include a natural capital and circular -economy
initiative to mobilise investment, whilstthe European Skills Agenda will provi de a framework

for training and reskilling EU citizens across sectors to transition to a Nature -based Economy.

Furthermore, the Urban Agenda for the European Union, launched in May 2016, represents a
new multi -level working method to promote cooperation between city governments, national
governments and the European Commission and to improve policy and stimulate growth,

liveability and innovation in European cities to successfully tackle socio -environmental
challenges. ItsPartnership on the Sustainable Use of Land and Nature-Based Solutionsissued

1C


https://ec.europa.eu/info/law/sustainable-finance-taxonomy-regulation-eu-2020-852_en
https://ec.europa.eu/clima/policies/adaptation/what_en
https://europa.eu/investeu/home_en
https://ec.europa.eu/social/main.jsp?catId=1223&langId=en
https://futurium.ec.europa.eu/en/urban-agenda/sustainable-land-use
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an Action Plan in which the inaccessibility of financing and inadequate inve stment was
outlined as a challenge for mainstreaming NBS

A Handbook to evaluate the impacts of NBS provides decision-makers with a comprehensive

NBS impact assessment framework, a robust indicator set and methodologies to assess NBS

(Wendling and Dumitru, 2021) . The indicator set is structured across 12 societal challenge

EUI EUWEOOOT wphi PET wUOT T woll woOdwGE ul & WisiEGMUDOOD E quw x 3
valuable contributions to analyse and foster a Nature -based Economy at subnational level.

In summary , NBS can play an essential role in the Nature-based Economy as:

1 Vehicles for transforming cities / regions into preservers / creators and beneficiaries of
inclusion and well -being.
1 Vehicles for blended public -private investment in biodiversity protection and net -
gain, carbon emissions reduction, social cohesion, citizen well-being and green job
creation.
T $OEEOI UUwWOI wbOOOY E U b cruH CFRrusUFH Ap<@iviniot Eang sw gi= U UsLJ
provide economically sustainable, future -oriented and potentially more resilient
products, services and jobs

2.2 Typologies of NBS

NBS is an umbrella concept encompassing multiple dimensions (strategic, spatial planning,

soft engineering and performance) and building on a vast knowledge -base of approaches
including ecosystem services, ecosystembased adaptation, ecsystem-based disaster risk
reduction, ecological engineering, blue infrastructure, green infrastructure, blue -green
infrastructure, Urban Forestry, Sustainable Urban Drainage Systems, Low-Impact design and

other concepts (European Commission, 2021).

Eggermont et al. (2015) identifies 3 types of nature-based solutions, based on the level and
type of engineering of biodiversity and ecosystems, and as a function of both the number of

services and stakeholder groups involved and the maximisation of the delive ry of key services
(Figure 2.1). The latter also refers to the benefits generated.

NBS will generally involve activities in all three domains of the Nature -based Economy:
consumption, production and decision -making.
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Figure 2.1 Typology of N ature-based Solutions
(Adapted from Eggermont et al., 2015)

Lonsumption 7 WOl wpOUWE]I OECEwWi OUAWEDI 11 Ul OUwUaxi Uwoi u
protected natural areas (Type 1), increased utility from enhanced multifunctionality of

existing parks and public spaces or from increased sustainability of managed ecosystems such

as sustainable forestry and agriculture (Type 2) or for demand for the design and management

of new types of ecosystems e.g. green roofs, green buildings (Type 3).

In some types of NBS such as Type 3, private consumption and production (led by the
construction industry) are more prevalent than in other types of NBS where production
activities are largely led by the public sector such as in infrastructure, land -use and
recreational projects. There is a small, but growing level of activity by nature-based
enterprises i.e. SMEs and non-profits providing products and services across all three types
of NBS.

Nature -based decision -making is occurring at multiple levels, with local consultation and
business / community engagement around specific project opportunities; regional and
national programmes to raise awareness of climate change and biodiversity loss and
encourage innovation in NBS; associations, networks and consultancies defining best
practices and global frameworks for NBS valuations being developed and promoted by
research institutes, philanthropic organisations and international agencies.

2.3Valuing Nature

The consideration of the values generated by ecosystem services and the losses connected to
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