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The conservation finance proposition
Althelia works to design and support innovative
approaches to financing sustainable projects,
organisations and businesses that conserve the
environment and improve people’s livelihoods,
while being commercially successful over the
long term. We support ecologically sustainable
commercial activities – to date, primarily
certified agroforestry – using carbon finance to
help farmers transition from unsustainable to
sustainable practices. By protecting vulnerable
landscapes from deforestation and degradation,
we are able to generate revenue from the
environmental attributes of standing forests. The
revenue streams from carbon and sustainably
produced agricultural commodities are used to
create enterprises that provide employment to
local people and that will be viable, in future,
without needing to rely on income from carbon
credits – a sustainable transition in a landscape.

Althelia has developed a proprietary investment
model and approach, but we are part of a
growing sub-sector within finance comprising
investors that are seeking to generate high levels
of environmental and social impact at the same
time as generating attractive returns, in line with
the risks that they take.
We recognise that, for some stakeholders, the
involvement of private capital in the field of
conservation raises uncertainty and is worrying.
Quite understandably, they are concerned about
the ‘privatisation of nature’, of turning the natural
world into a commodity merely to be bought
and sold. They are worried that conservation
finance risks ‘putting a price on the priceless’
and that, however well-intentioned investors
might be, their need to generate returns will
eventually force them to compromise on social
and environmental outcomes.

This White Paper seeks to address some of
these concerns. It sets out the need for private
finance in conservation, and addresses some of
the key issues involved. It also illustrates how
a fund manager such as Althelia is delivering
measurable environmental and social impacts
that are well-aligned with proportional
investment returns and fair, equitable treatment
of local communities living in or near areas
receiving investment.

The ‘Blue Mountains’ of the Cordillera Azul National Park stretch across 1.3 million hectares of diverse rainforest in Peru. Copyright: Marlon DAG
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The conservation finance imperative
The natural world upon which we rely is facing
profound challenges. Across most metrics of
environmental health, exploitation by mankind
is putting extreme stress upon the ability of
ecosystems to support biodiversity and to
provide the clean water, climate stability, and
foodstuffs that human civilization requires. The
rate of species extinction has risen sharply in
the industrial age, and continues to rise. Today
we are consuming ‘natural capital’ in the name
of financial short-term profits, consigning
future generations to a world that is greatly
impoverished due to nature’s depletion.
The conservation movement has been raising
awareness of threats to the natural world since
the middle of the last century. It has done much
to generate public concern and to mobilise
governments and donors of all types to take
action to protect vulnerable habitats, species and
the biosphere as a whole.

However, that concern and mobilisation has
not been enough to reverse global trends
towards rising concentrations of greenhouse
gas emissions, unsustainable land use, tropical
deforestation and biodiversity loss.
Efforts by governments, NGOs and donor
agencies to reverse these trends have been
frustrated by growing global demand for food,
timber, energy and other commodities, and by the
needs of growing populations in the global south.
This demand generates enormous economic
value: exports of palm oil earned tropical
countries $40bn, soya almost $49bn, and $35bn
from timber, pulp and paper in 2011.1 The value of
commodities produced on land illegally converted
from tropical forests is estimated at $61 billion
per year.2
Smallholders, private companies and
governments in both producer and consumer

Potential of natural climate solutions (NCS)
There is a big emissions gap between the commitments of governments and action needed to reach
the 2oC target made in the Paris Agreement to stabilise our climate. Natural climate solutions, such as
protecting forests, can contribute 37% of the mitigation needed by 2030 to reach global climate goals.
This potential will only be reach with adequate financing.

countries are therefore enormously incentivised
to clear or degrade forests and natural
ecosystems to meet these market-driven
demands.
Conservationists and donors recognise the value
to humankind presented by healthy tropical
ecosystems; the vital role of forests in helping
to modulate the climate, protect biodiversity,
safeguard the water cycle, and support local
livelihoods, wellbeing and prosperity. The barriers
they face to protect them, however, are in many
cases prohibitive. And the resources they can
bring to bear with donor or philanthropic funding.
There have been a number of attempts to
quantify the gap between available funding for
conservation and climate protection, and the
funding need. The Global Canopy Programme,
for example, has estimated that just over $50bn/
year is flowing to fund conservation, the majority
of which is domestic government spending.3
Only around one-fifth of this is directed to
Africa, Latin America and Asia (excluding China,
which benefits from substantial government
conservation programmes).4 It is estimated
that between $300bn and $400bn is needed
each year to adequately fund biodiversity
protection alone.5
It is clear that government and donor funding is
not equal to the task we face. Given perennially
limited public resources, and competing claims
on those resources, it is unrealistic to expect
this funding to increase in the near future to the
levels required. Private sources of finance must
be mobilised if we are to avoid the loss of forests
and other natural ecosystems in the tropics and
sub-tropics, with the resulting catastrophic loss
of biodiversity, release of greenhouse gases and
other negative social and environmental impacts.

1 Global Canopy Programme (2013). The Little Book of Big Deforestation Drivers. Retrieved from http://globalcanopy.org/sites/default/files/documents/
resources/LittleBookofBigDeforestationDrivers_EN_0.pdf
2 Forests Trends (2014). Consumer Goods and Deforestation: An analysis of the nature and extent of illegality in forest conversion for agriculture and timber
plantations. Retrieved from http://www.forest-trends.org/documents/files/doc_4718.pdf
3 Global Canopy Programme (2012). The Little Biodiversity Finance Book 3rd Edition. Retrieved from http://www.globalcanopy.org/materials/littlebiodiversity-finance-book
4 Ibid
5 Credit Suisse, WWF & McKinsey & Co (2014). Conservation Finance: Moving beyond donor funding toward an investor-driven approach. Retrieved from
https://www.cbd.int/financial/privatesector/g-private-wwf.pdf
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The business case: how to meet the challenge
The question, then, is how to support sustainable
land-use in tropical and subtropical countries in
the absence of substantial donor or government
funding in a meaningful timeframe. There are,
at present, two primary potential sources of
incremental private sector revenue for such
land-use: one is from premiums on the sale of
certified, traceable agri-products such as timber,
soya, palm oil or meat and leather; the other is
from additional income streams arising from
new ‘environmental assets’, most notably carbon
credits generated from the restoration and
protection of forests, for instance. Other more
niche revenue streams, such as from ecotourism,
can also be tapped.
There is increasing demand from consumers for
products that are traceable and environmentally
and socially sustainable. Large multinational
companies are coming together to address issues
around deforestation in their supply chain by
making pledges to only source commodities that
can be traced back to sustainable sources. For
example, the members of the Consumer Goods
Forum, which brings together consumer goods
manufacturers and retailers with combined
sales of 3.5tn, have committed to eliminate
deforestation from their supply chains by early
2020 (even though achieving such a target is
challenging).

These changing patterns of consumer demand
have the potential to support, on an ongoing basis, farming enterprises that practice
sustainable land-use. To meet these requirements
farmers must halt existing practices, which often
include over-exploitation of farmland, which in
turn requires that farmers clear-cut adjacent
virgin forest to maintain levels of production.
However, switching to more sustainable practices
imposes short-term costs on farmers as they
change crops, particularly to those that require
upfront capital investment, and as they introduce
new monitoring and reporting processes. Many
of these businesses are too small to attract
bank finance; and where finance is available, it
generally carries high interest rates, and is high
risk for the farmer, who is typically required to
use his land as collateral.
The approach taken by Althelia is to help
farmers increase their revenue from agriculture
and develop an additional source of revenue,
earning payments for ecosystem services
(PES). This revenue can serve as a vital
‘bridge’ as they transition to more productive
and environmentally sound production
methods. Specifically, we help them to reduce
deforestation, hence generating CO2 emission
reductions, in exchange for committing to protect
forests within a defined landscape, generally in
parallel to investments that restore degraded

land and allow it to become productive again
(thus removing the need to clear forests). These
emission reductions (or carbon credits) can
be sold to companies, governments and other
entities that are (most often on a voluntary basis)
seeking to reduce their climate impacts and risks,
providing a revenue stream to underwrite the
transition to sustainable practices. We seek to
use climate finance as a transformational tool,
to allow farmers to access and supply higher
value-added markets for traceable, responsibly
produced agri-products, creating self-sustaining
local enterprises.
By helping farmers generate on-going income
from sustainable commodities, using revenue
generated from climate finance to support
the switch to new practices, and by carefully
managing the financing, operational and market
risks involved, Althelia can generate fair returns
for our investors at the same time as delivering
substantial positive social and economic
impacts for local people (see box, Measuring
Our Impacts). However, we recognise that the
approach we take, and the involvement of private
sector investors in conservation, has its critics,
and that raises concerns about environmental
rigour and social equity. Below, we seek to
address those concerns that are most frequently
raised by stakeholders and observers.

The Case for Carbon Markets
A full rehearsal of the arguments for and against carbon trading is beyond the
scope of this paper. However, our view at Althelia is that using carbon credits to
offset unavoidable emissions or help finance greater ambition in national emissions
commitments can be an economically efficient and environmentally robust option,
assuming they are used as part of a transition strategy in line with the long-term goals
of the Paris Climate Agreement.

monitoring, reporting and independent verification, and credits should be transferred
through a recognised registry to ensure they are only used once. Carbon credits
should, ideally, be used on a time-limited basis as part of an entities’ transition
strategy (although it should be noted that, because carbon purchases represent
an on-going cost, it would not typically be economically optimal for entities to
indefinitely purchase carbon credits).

For many emitters, it will take time to eliminate sufficient greenhouse gases from their
operations and supply chains to align themselves with the Paris goal of holding global
warming to no more than 2°Celsuis above pre-industrial levels. Some sectors, such
as aviation, do not have access to any abatement options that can entirely eliminate
their climate impact. Some organisations seek to mitigate the effect of emissions in
their supply chains, over which they have no direct control.

We consider that it is environmentally sensible and economically rational for carbon
credits from the land-use sector (from carbon sequestered in forests and soil) to play
a full role in corporate climate change mitigation and, under the right conditions, as
part of wider environmental protection policies and measures.

Buying carbon credits, as part of an emissions reduction strategy that follows
the emissions mitigation hierarchy6, can lessen an organisation’s climate impact
immediately and cost-effectively and reduce the climate risks it and its investors
face, while supporting sustainable economic activity elsewhere, often in developing
countries.
Any carbon trading programme must be environmentally rigorous. Carbon credits
should only be generated by projects or activities that are subject to credible

Agriculture, forestry and other land-use accounts for 24% of global anthropogenic
greenhouse gas emissions.7 Deforestation and forest degradation are responsible
for around 10% of global emissions. Eliminating this source will be critical if we are
to stabilise the global climate. Furthermore, the land-use sector is the only major
source of greenhouse gases that has the potential to become a substantial carbon
sink, in that reforestation and other land-use changes have the potential to remove
carbon from the atmosphere. Carbon markets have a role to play in generating the
revenue to address these emissions and, potentially, help reverse rising atmospheric
concentrations of CO2.

6 Avoid, minimise, reduce, offset
7 Source: www.epa.gov/ghgemissions/global-greenhouse-gas-emissions-data
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Putting a price on the priceless
The fundamental difference between donor or
grant funding for conservation activities and
conservation finance is that the latter requires
that those providing the finance are repaid and,
in line with all types of commercial finance, are
compensated for providing that finance, and
for the risk that they might not be repaid. That
requires that the projects or activities that are
financed generate revenues. As described above,
that revenue can be earned by selling sustainable
commodities, providing services such as
ecotourism, or by tapping emerging markets for
environmental services.
These latter markets are designed to recognise
and reward the ecosystem services that natural
systems provide. Such services include the
provision of food and clean water, regulation of
climate, and the support of nutrient cycles and
crop pollination, as well as cultural services such

as spiritual and recreational benefits. Putting an
economic value on these services, the argument
goes, makes clear the costs (‘environmental
externalities’ in economists’ speak) embedded in
economic activities that destroy natural systems.
By creating markets for ecosystem services, and
encouraging or mandating entities to buy PES
credits, revenue can be generated to fund the
protection of valuable landscapes.
To their critics, PES schemes are an unacceptable
“financialisation” of nature that risk turning
priceless ecosystems into commodities that are
only worth what the market is prepared to pay for
them. We would agree that ecosystem markets
should be used with caution. It is impossible to
put a price on biodiversity and species protection,
and without creating requirements or incentives
that organisations buy PES credits, demand
(and adequate revenues at scale) will not exist.

Natural landscapes including forests, and the
ecosystem and carbon-reducing services they
perform, have been systematically undervalued in
our global economy. In fact, there is no financial
value attached to them at all.
But valuing ecosystem services can help to
underpin the case for conservation and provide
revenues to underwrite it. Where markets exist –
such as for forest carbon credits – PES can enable
landowners to put their land to environmentally
and socially beneficial uses rather than pursue
unsustainable activities that might seem
economically attractive in the short term. For
smallholders seeking to protect the livelihoods of
themselves and their families, it is not sufficient
to be told that a protected forest is valued – they
need to be compensated for the ‘opportunity
costs’ they will incur by protecting it.

The financial case associated with valuing natural capital
is truly staggering. Research shows that the cost of
lost ecosystem services from land degradation and
desertification are in the region of $6.3 - 10.6 tn/year but
the cost to conserve all terrestrial ecosystems would be a
fraction of that, at just over $76 bn.
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Profitable environmental protection
Those investors who provide and manage
conservation finance also need to be
compensated. However, for those who are
uneasy about the role of the private sector in
conservation, the sums involved can appear
indefensible. Whether regarding the fees earned
by investment managers such as Althelia, or
the returns expected by the pension funds,
multilateral development banks, or high-net
worth individuals that provide the capital, it is
a legitimate question as to whether they are
excessively profiting from the farmers they
support.
In most jurisdictions in the world, those
managing investments for third parties – pension
fund managers, insurance companies, or others
managing savings and investments – are legally
required to act in the best interests of their
beneficiaries. An important part of this fiduciary
duty (but by no means the only or over-riding
element) is to maximise returns commensurate
with the risk taken. Some so-called ‘impact
investors’ are prepared to accept lower returns
from investments that can demonstrate high
social and/or environmental impacts, but these
investors represent a very small part of the
market.8

If conservation finance is to be
raised at the scale needed to
protect the planet’s critical, at-risk
ecosystems, investment must be
attracted from large, mainstream
investors.

These investors will expect to earn returns that
are in line with other investments that represent
similar levels of risk. Investing in small projects, in
developing countries, is a relatively risky activity.

(ESG) performance. Closely monitoring ESG
performance and reporting to our investors and
other stakeholders also imposes costs that other
fund managers avoid.

Althelia, in common with other pioneering
conservation financiers, works hard to reduce
those risks (by extension reducing the returns our
investors demand in exchange for their capital),
including by raising funding from, or using loan
guarantee products offered by, governmentowned development banks. Because they have
a development agenda and are not required to
pay dividends to shareholders, they can take
more risk or accept lower returns than private
investors.

Just as conservation finance needs to compete
for financial capital, so it needs to compete for
human capital. To recruit the best staff, Althelia
and other managers working to build this part of
the market need to offer remuneration that is in
line with comparable investment managers. Our
team is enormously hardworking and motivated
to make a difference. But if conservation finance
is to work at the much larger scale that is
urgently needed, it must move beyond passion
and demonstrate that it can provide market-level
compensation for those working in the sector. At
the same time, we are managing money on behalf
of our investors, and they apply considerable
scrutiny to our cost base, including the sums we
pay to our employees and partners.

This ‘blended capital’ approach of combining
concessional funding with conventional private
capital reduces the overall cost of finance,
making it possible to finance a greater number
of farmers and farming businesses. Over time,
as a track record of these types of investment is
generated and a robust market for environmental
assets emerges, investors will become more
comfortable with the risks involved and willing to
accept lower returns, meaning that the need for
concessional funding will decline.
Managing investments in a new asset class
such as conservation finance incurs costs.
Investing in relatively small projects in developing
countries is labour intensive. Each investment
is different and Althelia – in common with other
conservation finance investment managers –
tends to work closely with the farmers in which
we invest, whether to improve project economics
or environmental, social and governance

It is also worth bearing in mind that those
individuals, companies and investors who profit
from deforestation should also come under
similar levels of scrutiny as those working to
stop it.

The profit motive is the single most
powerful driver of unsustainable
exploitation of forests around the
world; there is a strong case for it
to be put to work in the cause of
conserving them and the benefits
they provide.

8 Precise figures for market size are not available. However, in its 2017 Annual Impact Investor Survey, the Global Impact Investor Network surveyed 208
investors managing $114bn in impact investing assets. See https://thegiin.org/assets/GIIN_AnnualImpactInvestorSurvey_2017_Web_Final.pdf
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Ensuring environmental integrity
Environmental markets have, rightly, come
under intense examination to ensure that they
deliver the environmental benefits they promise.
A particular concern for activities that avoid
deforestation is to ensure revenues are not
directed towards ‘business-as-usual’ activities,
but instead rewarding ‘additional’ activities that
would not have occurred in the absence of the
funded activity.
To be considered for investment, our projects
must demonstrate responsible consumption and
production, as well as measurable benefits to
ecosystem and species protection. They restore
degraded land on the frontier of deforestation to
reduce the pressure on forests and protect the
diverse natural ecosystems and the wild species
that live there.
Our projects are required to demonstrate
environmentally sound management of chemicals
and waste products, and promote recycling
and waste reduction to develop responsible
consumption and production.

Where commodities and products are farmed or
harvested from wild or semi-wild landscapes, our
projects seek certification under internationally
recognised (or market specific) schemes such
as Marine Stewardship Council certifications,
Verified Carbon Standard, Climate, Community
and Biodiversity Alliance, Fairtrade and organic
certification programmes.
Althelia goes further than most environmental
market developers. We have our own
environmental, social and governance policies,
which are based upon the IFC’s Environmental
and Social Performance Standards,9 as well as
the highest standards in common use in the
voluntary carbon market.10 We then carry out
annual ESG audits against these standards and
also report our impacts mapped to the United
Nations Sustainable Development Goals11. We
also actively request that our partners register
their projects with national or subnational forest
carbon programmes as soon as is practical,
ensuring that credits cannot be inadvertently
claimed twice.

9 http://www.ifc.org/wps/wcm/connect/Topics_Ext_Content/IFC_External_Corporate_Site/Sustainability-At-IFC/Policies-Standards/
Performance-Standards
10 Namely the Voluntary Carbon Standard (VCS) and the Climate, Community and Biodiversity Standard (CCBS).
11 https://sustainabledevelopment.un.org/?menu=1300
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Protecting community rights
Tropical forests, especially those adjacent to
existing communities, have substantial intrinsic
economic and cultural value to local people. They
are a source of food, fuel and building materials.
They provide land for subsistence farming.
Ownership of the land is sometimes contested,
as a result of poor historical record keeping,
or disputes between those who may have
traditionally lived on or used the land and those
who may have been granted ownership by distant
regional or national government bodies.
Carbon credits or other types of environmental
payments represent the creation of a new
resource, which carries financial value. The
creation of a carbon revenue stream is analogous
to the discovery of mineral wealth. It provides
potential for disputes over the rights to benefit
from the new resource.
There have been a number of press reports of
individuals who claim they have been forced
off their land, or otherwise denied their rights,
in regard to forest carbon projects. Similarly,
conservation projects may require that areas of
forest are protected. In some cases, this means
that local people may be prevented from certain
activities such as felling trees for charcoal,
hunting endangered animals, or clearing areas of
forest for subsistence farming, for example.
Tropical forest countries often lack judicial
institutions that are sufficiently robust to
effectively mediate disputes arising from such

projects. This places significant responsibilities
on project developers and investors to ensure
that local people are adequately consulted,
treated fairly and, indeed, benefit from the project
in question. The interests of investors, farmers
and local people should be aligned: projects
undertaken in the teeth of local opposition simply
will not be successful.
At Althelia, we follow internationally accepted
norms for stakeholder consultation and
community relations, to ensure that we secure
free, prior and informed consent where projects
include peoples’ land or have an impact on
land or resources under traditional use by
indigenous people. Specifically, our approach
benefits from the application of the industry
benchmark, namely the IFC Performance
Standards. In addition, we comply with the
Climate, Community and Biodiversity Alliance
Standard and conform with International Labour
Organization Core Conventions on child labour,
forced labour, equality and rights of association.
It is not always possible to gain 100% buy-in from
local communities in any endeavour, regardless
of location or sector. However, the policies
and processes we have in place provide formal
mechanisms for grievances to be expressed
and addressed. Most importantly, it is vital that
projects provide social and economic benefits
that, in the round, build support from the vast
majority of the local communities involved.

The Guatemalan Conservation Coast project has a large focus on giving access to health care and education for women
and girls. Copyright: FUNDAECO
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Regulating environmental investment
In addition to concerns about the environmental
and social management of conservation finance
projects, the reputation of environmental markets
has been tainted by so-called ‘carbon cowboys’,
who raise money from individuals either to
purchase carbon credits or to invest in projects
in developing countries that aim to generate
these credits. These investors have sometimes
found themselves buying carbon credits at vastly
inflated prices, or investing in bogus or failed
projects, losing most or all of their investment.
Such scams are not, of course, restricted
to environmental markets. Unscrupulous
individuals, acting illegally or at least unethically,
are active in every type of market, running
Ponzi or pyramid schemes, ‘pump and dump’
scams, or promissory note frauds, among
many others. Recently, we’ve seen these actors
targeting energy, telecoms and finance sectors,
particularly at the retail level.

However, we note that as an emerging,
unregulated market, the carbon sector has
recently been proved vulnerable to fraudsters
and cowboys. Our response was to structure
our first fund as a regulated SICAV trust, which
is only open to professional investors (i.e. not
retail). Moreover, we presented the fund as an
investment product in an immature market,
and deliberately sought sophisticated, and
often development-focused, investors that
were prepared to work with us to understand
and help shape the novel proposition. These
investors, including the Dutch development
bank FMO and the European Investment Bank,
have contributed much to make our approach as
rigorous as possible and ensure it always reflects
best practice and transparency. In addition, we
market all our environmental credits through
Ecosphere+, a dedicated sales and marketing
team of experienced professionals who operate
according to a strict code of conduct, in line with
the group ESG policies set out above.

Conclusion
We recognise that generating a financial return
from investments that protect conservation
can be controversial. We also recognise the
importance of careful scrutiny of activities that
aim to generate both social and environmental
impacts, and an economic return. We recognise
the vital and, in some cases, irreplaceable
role that philanthropic and governmental
funding plays in conservation. We recognise our
responsibilities to the communities in which
we invest, and to those around the world who
depend on healthy ecosystems, as well as to
our investors.

But we also believe that the private sector can
provide both the skills and the funding to make
a transformative difference to the protection of
the natural environment. That protection will
only be sustainable if it can simultaneously meet
the economic and social needs of local people,
as well as global demand for crucial agricultural
commodities and the ecosystem services that
support them.
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Measuring Our Impact
Althelia measures the positive impact of our projects across seven impact themes –
livelihoods, sustainable enterprise, inclusivity, fair economic return, climate, species and
ecosystems.
For each of these themes, we have set quantified targets. They are aligned with the UN
Sustainable Development Goals, agreed by the world’s governments in 2015. We measure
our progress towards these targets using key performance indicators reported by each of
our investments. The targets, and are progress as per our 2017 Impact Report, are
summarised below:

Climate
2021 target:

34.2m tonnes of carbon dioxide emissions avoided

2016 progress:

22.4m tonnes avoided

Ecosystems
2021 target:

2.2m hectares under improved management

2016 progress:

2.12m ha

Species
2021 target:

1.92m ha of critical habitat for high conservation value species protected

2016 progress:

1.95m ha

Livelihoods
2021 target:

1,279 jobs created or supported

2016 progress:

1,407 jobs

Inclusivity
2021 target:

29% of jobs supported held by women

2016 progress:

26%

Sustainable enterprises
2021 target:

51 sustainable enterprises created or supported

2016 progress:

52

Fair economic return
2021 target: €

€112m spent on and generated by local communities

2016 progress: €

€16m

More detail on these targets and the underlying methodology can
be found in Althelia’s latest Impact Report12.

12 Althelia (2017). Impact Report 2017: Aligning Economy with Ecology. Retrieved from: https://althelia.com/our-approach/our-impacts-monitoring/
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