STOP GORPORATE

GAPTURE

OF THE CONVENTION
ON BIOLOGICAL
DIVERSITY

Voluntary Initiatives in the Financial Sector




STOP CORPORATE CAPTURE
OF THE CONVENTION ON BIOLOGICAL DIVERSITY

Remove the Taskforce for Nature-Related
Financial Disclosures (TNFD) from the
Strategy for Resource Mobilization

KEY MESSAGES

Over US$395 billion has been directed to 300 companies in
tropical forest-risk sectors since the Paris Agreement, with
US$77 billion flowing in just the last year and a half
(January 2023 - June 2024).

Voluntary, market-led solutions to environmental problems
have long marginalized stronger forms of financial regulation
despite the fact that scholars have consistently found that
such mechanisms have been largely ineffective in halting
environmental destruction.

The Taskforce on Nature-Related Financial Disclosures (TNFD)
is developed by an ultimate decision-making body that
includes some of the world’s largest deforesters and its opaque
consultation processes are inaccessible to grassroots groups,
rights holders, and civil society participation. It is therefore

not surprising that it is not in line with GBF targets and has
critical gaps.
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Disclosures of nature-related financial risk do not lead to a
reallocation of capital and distract from more democratic

and effective forms of financial regulation. Belief in the false
promise of disclosure reflects an overly optimistic and outdated
understanding of the financial system that has been discredited
since the 2007-2008 financial crisis.

The TNFD should therefore have no place in CBD’s Strategy for
Resource Mobilization. If references to the TNFD are not removed
from this text, the CBD would provide this illegitimate and
ineffective initiative with de facto regulatory power.

There is no shortage of alternatives to the risk disclosure approach,
including proposals to reassert democratic oversight over the
provision of capital. Without major financial sector reforms, the
Global Biodiversity Framework (GBF) objectives to halt and reverse
biodiversity loss before 2030 will not be achieved.



PRIVATE FINANGE IS A KEY DRIVER OF BIODIVERSITY LOSS

Over the past 8 years, 60 of the world’s largest banks channelled
US$6.9 trillion into the fossil fuel industry, further exacerbating the
climate crisis as well as biodiversity loss (Rainforest Action Network
2024a). New analysis from the Forests & Finance coalition reveals
that over US$395 billion has been directed to 300 companies in
tropical forest-risk sectors since the Paris Agreement, with US$77
billion flowing in just the last year and a half (January 2023 -

June 2024). Notably, investments in these sectors have risen 7%
since September 2023 (Forests & Finance 2024a).

In addition to directing capital to activities that drive biodiversity
loss, the financial sector is also actively involved in opposing
environmental regulations. The financial sector was the largest block
opposing the creation of the European Union’s Taxonomy for Polluting
Activities, with financial institutions outnumbering even oil and gas
companies in lobbying against the classification system (Schreiber,
Pinson, and lleri 2020). A recent study of 30 of the world's largest
financial institutions found that, despite the fact that 29 of these had
set zero targets, half were associated with industry groups involved
in lobbying against climate policy (InfluenceMap 2022a). Similar
lobbying efforts are expected with regards to biodiversity policy
(InfluenceMap 2022b). The Dutch Banking Association infamously
lobbied against the inclusion of the financial sector in the European
anti-deforestation Regulation in 2022 (Kolkman 2023).
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DISCLOSURE WILL NOT DRIVEA
GREEN TRANSITION IN FINANCIAL MARKETS

Due to this overwhelming evidence about the role of private finance

in driving biodiversity loss, governments committed to “progressively
align[] all relevant public and private activities, fiscal and financial
flows” with the goals and targets of the Global Biodiversity Framework
(GBF target 14), which aims to halt and reverse biodiversity loss by 2030.

While the acknowledgment of the importance of aligning

financial flows with the GBF is welcome, the CBD is unfortunately
and surprisingly in thrall to an outdated and overly optimistic
understanding of the financial system that has been discredited
since the 2007-2008 financial crisis (van 't Klooster 2023). Both GBF
target 15 which encourages businesses and financial institutions to
“disclose their risks, dependencies and impacts on biodiversity” in
order to “progressively reduce negative impacts” as well as CBD's
Strategy for Resource Mobilization suggest that, according to the
CBD, such disclosures will enable individual investors to bring about
a green transition in financial markets. Yet scholars have long
warned against assuming that more information disclosure is the
answer to greening finance because, quite simply, lack of information
is not the reason that financing flows to harmful activities in the first
place (Irvine-Broque and Dempsey 2023; Christophers 2017; Ameli,
Kothari, and Grubb 2021). Most worryingly, by explicitly mentioning
the Task Force on Nature-related Financial Disclosures (TNFD) in



its Strategy for Resource Mobilization, the CBD is placing the future
of the GBF not only in the hands of the false promise of disclosure
but also in the hands of the widely criticised, market-led disclosure
framework of the TNFD.

Voluntary, market-led solutions to environmental problems have
long marginalized stronger forms of financial regulation despite the
fact that scholars have consistently found that such mechanisms
have been largely ineffective in halting environmental destruction
(Clapp 2017, 2; Peter 2018; Hennig and Wérsdérfer 2015). To take

but a few, recent examples, the Soft Commodities Compact (sco),
which launched in 2014 and committed 12 major European and US
banks to support clients in their commodity supply chains reach the
goal of “zero net deforestation” by 2020, has itself acknowledged
failure, having had “no discernible or measurable positive impact

on the level of deforestation” (Banktrack 2020, 38). Similarly, the

final monitoring and progress report on the Dutch Banking Sector
Agreement (DBA) (2016-2019), which committed 11 Dutch banks to
work towards meeting their responsibilities to respect human rights in
their project finance and corporate loans, found that it was “difficult ...
to establish whether and if so how, the DBA has led to real change on
the ground for individuals and communities” (Monitoring Committee
2020, 52). The independent report also highlighted that “the adhering
banks have used confidentiality arguments to refuse discussing

how conclusions from the working groups were implemented in
banks’ policies and practices” (Monitoring Committee 2020, 53)

and that “there are many instances in which .. the argument of

client confidentiality is invalidly used to prevent transparency and
accountability” (Monitoring Committee 2020, 53).
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RELYING ON THE WORLD’S BIGGEST DEFORESTERS
TO HALT BIODIVERSITY LOSS. WHAT COULD GO WRONG?

Most prominent among these voluntary, market-led initiatives is the
Task Force on Nature-Related Financial Disclosure (TNFD). The TNFD
was established to “develop and deliver a risk management and
disclosure framework for organisations to report and act on evolving
nature-related risks” (TNFD 2022). It claims that such disclosures

will ultimately “support[] a shift in global financial flows away from
nature-negative outcomes and toward nature-positive outcomes”
(TNFD 2022). Before turning to questions of its likely effectiveness, it is
important to emphasize the obvious - the involvement and, indeed,
leading role of private sector actors in formulating this framework
involves substantial conflicts of interest (see also Azizzudin 2021;
Eaglesham 2022).

The TNFD is being developed by companies and financial actors
that are notorious for their role in fuelling deforestation, including
Bunge, Rabobank, BlackRock and Nestlé (Forests & Finance 2024aq;
Trase 2020; cited in Kedward, Gabor, and Ryan-Collins 2022). TNFD
adopters include some of the largest bankers of fossil fuels (e.g.
Bank of America) as well as notorious companies such as Brazilian
miner Vale, whose mine tailings dam collapse killed hundreds

of people in 2019 and placed the company on exclusion lists in 9
countries. This clearly shows that companies and financial actors
“see TNFD reporting as compatible with the status quo” (Rainforest



Action Network 2024b). The TNFD is also infamously inaccessible

to grassroots groups, rights holders, and civil society participation
beyond large establishment conversation organizations due to
inaccessible communication and requirements for participation that
actively discourage critical voices (Forests & Finance 2022). In May
2023, 62 civil society organizations and networks and 3 Goldman
Environmental Prize winners wrote an open letter to the TNFD, warning
that TNFD’s consultation processes remain “shrouded in secrecy”
(“Joint Open Letter to the TNFD” 2023), with the TNFD unwilling to
disclose — even when requested — the members of its national
consultation groups, making it impossible to know if corporations
facing serious allegations of crimes are involved.

It is therefore unsurprising that the TNFD (a) recommends that
businesses disclose whether they have a grievance mechanism in
place but not the actual grievances and complaints they face about
their biodiversity and human rights impacts; (b) recommends that
businesses should decide on the “level of geographic specificity
achieved” (TNFD, 2023, 54) in their disclosures, thus allowing for
broad-brush “ecosystem” or “biome” level location reporting which
makes it impossible for local communities to know if a company is
operating in, sourcing from or financing activities in their local area;
and (c) advocates a “flexible” approach to materiality, whereby the
reporting entity should follow its jurisdiction’s approach to materiality
in deciding whether it wants to report on nature-related financial
risks only or also on nature-related impacts. Most jurisdictions only
require the former type of reporting (i.e. “financial materiality”).

For these reasons alone, the CBD should remove its explicit reference
to the TNFD. If reference to the TNFD is not removed from CBD’s
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Strategy for Resource Mobilization, the CBD would effectively provide
a market-led framework written by some of the world’s biggest
deforesters with de facto regulatory power. Such a stance would be
undemocratic and would ultimately delegate the nature and pace of
the green transition to private finance and corporations.

While it is too early to rigorously evaluate the effectiveness of the
TNFD, early analyses of its predecessor in the realm of climate, The
Task Force on Climate Related Disclosures (TCFD), suggest that the
TCFD has yet to shift financial flows for most financial institutions
(Hook and Vincent 2020; Ameli, Kothari, and Grubb 2021). The top five
banks of fossil fuels since the Paris Climate Agreement all produce
TCFD reports (RAN 2024a). We synthesize academic scholarship to
show that TNFD’s underlying theory of change according to which
disclosures of nature-related financial risk will lead to a reallocation
of capital is flawed, outdated, and designed to stand in and distract
from more democratic and effective forms of financial regulation.

According to long discredited economic orthodoxy, enhanced
disclosure of nature risks will improve market pricing of such risks
as market actors will increase costs of capital for risky firms in
order to protect their future returns. This financial pressure, in turn,
will ultimately lead such firms to change their practices in order to
secure better financing terms.

This relies on at least three false assumptions.



NATURE-RELATED FINANCIAL RISKS
ARE RELIABLY MEASURABLE

For disclosures of nature-related risks to shift financial flows, it must
first be possible to reliably quantify nature-related financial risks.
Scientists, private actors, and third-party ESG providers have been
trying to quantify such risks since at least 2013 with very little success
(Dempsey 2013; 2016). Whereas quantifications of climate-related
financial risks have seen rapid progress (e.g. Vermeulen et al. 2018),
numerous attempts to do the same for biodiversity loss in a variety
of jurisdictions have only amounted to “exposure” analyses (van
Toor, Piljic, and Schellekens 2020 in The Netherlands; Svartzman et

al. 2021 in France; World Bank and Bank Negara Malaysia (BNM) 2022
in Malaysia; Calice, Diaz Kalan, and Miguel 2021 in Brazil; Martinez-
Jaramillo and Montanez-Enriquez 2021 in Mexico) — i.e. only assessing
the exposure of the financial sector to biodiversity loss but not
quantifying potential financial losses from such exposures.

There are several factors that frustrate the quantification of
nature-related financial risks. Broadly speaking, quantifications

of nature-related financial risks rely on a three-step process: (a)
forward-looking scenarios that project policy and physical pathways
(i.e. expected nature regulations as well as projections of future
biodiversity loss and loss of ecosystem services); (b) nature-to-
economy modelling to project the economic impacts of such
scenarios; and, finally, (c) financial modelling to then translate these

economic impacts (e.g. change in GDP, unemployment rate) into
traditional financial risk categories such as market, operational,
credit risk etc. Each of these three steps is fraught with difficulties.

First, regarding (a), relevant scenarios have not yet been developed
due to the difficulty in capturing biodiversity through a single

metric (O'Gorman 2021); the geographical heterogeneity and
multidimensionality of biodiversity which renders global scenarios
less relevant and instead requires a multiplicity of more granular
scenarios (NGFS 2023); lack of clarity on future nature policies
(Almeida, Senni, and Dunz 2023) as well as inability to anticipate
what other market participants will do in response to such policies
(Christophers 2019, 768; see also Krahé 2021).

Secondly, regarding (b), current modelling tools severely constrain
the reliable translation of such scenarios into economic impacts.
That is because the vast majority of economic models assume

that biodiversity loss — or, in economic terms, “declining stocks of
natural capital” - can be offset by an increase in manufactured or
human capital. In other words, they do not account for the limited

or non-substitutability of biodiversity and “ecosystem services”
(Svartzman et al.,, 2021, section 3; Almeida et al, 2023; NGFS, 2023). In
addition, most economic models used in such analyses assume that
the economy will be able to quickly return to equilibrium in response
to any shock (Prodani et al. 2023, 7). These modelling constrains
have led to overly optimistic projections of the economic impacts of
nature loss that are widely acknowledged as unrealistic (e.g. Johnson
et al. 2021, xi).
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Lastly, regarding (c), such economic impacts would need to be
translated into projections of financial losses. The first attempts to
quantify such financial risks have highlighted major methodological
limitations (Prodani et al. 2023; Ranger and Oliver 2024). Key
difficulties include the fact that stress testing models often do

not have the sectoral granularity that characterizes the economic
impacts of biodiversity loss (Prodani et al. 2023, 67) as well as the
difficulties involved in assigning probabilities to future policy and
physical scenarios due to the non-linear processes that govern

the biosphere (Kedward, Ryan-Collins, and Chenet 2022).
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PRIVATE ACTORS WILL ACT
ON RISK DISCLOSURES

Despite these gasping difficulties, investing resources in the
“herculean evolution in metrics and risk modelling required to fulfil
the risk-based regime currently in place” (Kedward, Gabor, and
Ryan-Collins 2022, 24) would be justified if evidence would suggest
that risk disclosures would indeed be used by financial actors in their
investment decisions in ways that shift financial flows away from
nature-harming activities. However, scholars have found that such
disclosures are rarely factored into investment decisions. In 2020, the
European Central Bank (ECB) (2020, 14) reported that the EU’s biggest
banks “do not have the tools to assess the impact of climate-related
and environmental risks on their balance sheet” and that “only a
small number of institutions have fully incorporated climate-related
and environmental risks into their risk management framework.”
There are many reasons for this, including, as discussed above, the
unreliability of such quantifications; the continued profitability of dirty
assets; the myriad, often U.S. based, investors who do not believe in
climate change and biodiversity loss; the incompatibility between
investors’ short time horizons (2-3 years) and the longer time frames
in which the most dire effects of climate change and biodiversity
loss are expected to be experienced; and, lastly, the rise of asset
managers as key financial intermediaries with no interest in climate-
or nature-related financial risks.



The Financial Times reports that investors have shown muted interest
in climate disclosures - “an HSBC survey of 2,000 investors found

that just 10 per cent viewed the disclosures as a relevant source of
information” (Hook and Vincent 2020). Scholars agree, reporting that
only the introduction of “harder” policy measures has proven to push
investors to integrate climate concerns into investment decisions,
with “soft” measures such as information disclosure having had only
have a marginal influence (Pfeifer and Sullivan 2008). The short-term
investment horizons to which investors are wedded are a central
reason behind the inefficacy of disclosure. Investors themselves
report that “the average company in the world has an expected life
of years ... so the average company will be gone by the time we begin
to see the serious physical effects of climate change” (Christophers
2019, 767). When asked about how climate concerns are factored
into investment strategies, one investor stated that “Frankly the short
answer is that investors are so worried about career risk that they
don't look past the end of the next few months

as a rule” (Christophers 2019, 766).

The rise and growth of asset managers vis a vis more traditional

actors such as banks provides a final clue as to why environmental
disclosures do not seem to influence investment decisions. Unlike
asset owners such as banks, pension funds, and sovereign wealth
funds, asset managers are “economically disinterested intermediaries”
(Braun 2020, 25) — while they may be owners of assets in the legal
sense, they are not owners in the economic sense. Since any gains or
losses made are simply passed onto those whose assets are being
managed, asset managers effectively “lack skin in the corporate game”
(Braun 2020, 25), rendering them largely disinterested in integrating
climate- or nature-related financial risks into their decision making.

ACTING ON RISK DISCLOSURES WILL DIVERT
CAPITAL AWAY FROM NATURE-HARMING ACTIVITIES

In the few cases in which financial actors have integrated
climate- and nature-related risks into their investment
decisions, the consequences have, so far, proven perverse. For
example, an environmental risk assessment might instruct a
private insurance company to stop insuring or raise the cost of
insurance for businesses and households operating in a region
that is prone to physical hazards. While this makes sense for

the private insurance, it leads to devastating consequences for
the inhabitants of the region (Bolton et al. 2020; Dafermos et al.
2022). Similarly, since the Global South is home to most of global
biodiversity, integrating biodiversity risk disclosures into debt
sustainability assessments of sovereign debt would lead to low
credit ratings mainly for emerging and developing countries
(Agarwala et al. 2024), increasing these countries’ borrowing
costs and further constraining the abilities of such governments
to invest in mitigation, adaptation, and social spending (Dempsey
et al. 2022; Dibley, Wetzer, and Hepburn 2021).

Another crucial development that explains the perverse
consequences that result from the seldom integration of
environmental risk disclosures into investment decisions is the rise
of the so-called “market-based finance” (Gabor 2020). This refers
to the variety of financial actors outside the regulated banking
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sector, including hedge funds, private equity, and off-balance

sheet financing structures that largely operate outside of supervisory
and regulatory oversight, are subject to little pressure regarding
environmental risk disclosures, and have a big risk appetite
(Kedward, Gabor, and Ryan-Collins 2022). In Europe and North
America, for example, as banks have pulled out of oil and

gas lending, less regulated and less risk averse actors - including
private equity and hedge funds — have stepped in, purchasing oil
and gas loan portfolios from traditional banks at major discounts
(Porter and Deveau 2021).
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REASSERTING DEMOCGRATIC OVERSIGHT
OVER THE PROVISION OF CAPITAL

The CBD should be a place to discuss new, promising, and
democratic proposals about how to align financial flows with the
Global Biodiversity Framework, not a place to reward and legitimize
discredited, corporate-led proposals. Therefore we call on the CBD
to remove the explicit references to the TNFD from its Strategy for
Resource Mobilization. If such references are not removed from

the text, the CBD would provide this ineffective and illegitimate
initiative with de facto regulatory power. Such a stance would be
undemocratic and would ultimately delegate the nature and pace
of the green transition to businesses and private finance.

There is no shortage of alternatives to the risk disclosure approach.
Binding commitments to eliminate harmful financial flows is a
precondition to achieving the GBF objectives. Governments should
update their National Biodiversity Strategy and Action Plans (NBSAPs)
and their National Biodiversity Finance Plans (NBFPs) to include

the strengthening of financial sector policies and regulations to
support central banks, financial regulators and supervisors to include
biodiversity and human rights criteria as core to their mandate
(Forests & Finance 2024b).
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