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Biodiversity Offsets - Overview
• Definition: Measurable conservation 

outcomes resulting from actions 
designed to compensate for 
significant residual biodiversity loss 
arising from project development 
after appropriate prevention and 
mitigation measures have been 
taken (UNDP BIOFIN).

• Value: Can be used to deliver 
biodiversity benefits (reforestation, 
creation of a new protected area) 
over and above residual biodiversity 
loss (i.e. “net positive”) 

• Economic model: polluter pays

• Other names: Environmental, 
wetland, species and habitat 
banking; Compensation.
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Biodiversity Offsets – How does it work? 

• The goal of biodiversity offsets is to achieve 
no net loss and preferably a net gain of 
biodiversity on the ground with respect to:

• Species composition

• Habitat structure

• Ecosystem function

• Biodiversity offsets demand at minimum a 
like-for-like compensation for residual 
biodiversity impact through a direct 
compensation or the acquisition of 
biodiversity credits in a regulated market

• Different approaches include: One-off 
offsets, In-lieu fees, or biobanking 
(tradeable credits).
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Economic Model: 
Polluter pays; 
Market-based 
instruments Project developer 

Ecosystem Banker

Habitat banks with 
certified credits

No-net loss, or net gain 
of biodiversity

Monitoring and 
Certification

Restoration and long term 
finance

Investment in 
Ecosystems and 
Endowments

Offset payments

Biodiversity Offsets – Regulated 
Markets



Biodiversity Offsets – Conservation Activity Relevance 

• Can result in no net loss or even a 
net gain in ecosystem health

• Can support long term finance of 
protected areas 

• Biodiversity offsets can also be 
targeted towards endangered 
species (species or habitat banking) 
in addition to ecosystems

• Can also strengthen regions against 
external development pressure 

• Enables the continuation of 
development and broader economic 
growth while also ensuring the 
protection of ecosystems and the 
environment
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Biodiversity Offsets – Stakeholders

• Regulatory entity

• Offset buyer
• Offset seller

• Offset providers

• Affected community

Photo courtesy of Jayne Jenkins



Biodiversity Offsets - Feasibility 
Assessment 
• Requires very strong governance, including the 

development, implementation, and enforcement of 
policies and EIA regulations. 
• Governments must also have the political will to impose 

and enforce legislation. 

• Existence of clear land tenure rules, regulations and 
enforcement.  
• Benefits from strong degree of technical capacity to 

accurately cost biodiversity losses and define effective 
investments that can mitigate losses. 
• Countries must also be able to bear the initial investment 

costs of the establishing governing bodies.
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Biodiversity Offsets - Revenue 
Potential 

• Potential is highly variable depending on the size 
of the biodiversity offset market and the 
existence and enforcement of a legal biodiversity 
offset framework.
• In one of the most established biodiversity 

mitigation and conservation markets, the United 
States, over 100 mitigation banks generate an 
estimated US$1.3-2.2 billion a year in 
transactions. 
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SUMMARY OF THE IMPLEMENTATION MECHANISMS

REGULATOR 
(GOVERNMENT)

OFFSET MANAGED 
BY THE DEVELOPER

Needs to guarantee 
financial mechanism, 
compliance and M&E

MEASURE 
RESIDUAL IMPACTS 
and, if these exist, 
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OFFSET MANAGED BY 
A CONSERVATION 

TRUST FUND
Advisor | Finance 

management Oversight | 
Compliance and M&E

NATIONAL OFFSET REGISTRATION MECHANISM 
Option 1: Enhancing biodiversity inside Protected Areas
Option 2: Expanding existing Protected Areas
Option 3: Gazetting areas already managed for conservation as 
Protected Areas
Option 4: Creating new Protected Areas 

BIODIVERSITY OFFSETS MANAGEMENT PLAN 
(BOMP)

O
R

If inside Protected Area:
Protected Area Manager 
in co-management with 
NGO, CBO, University, 

Private company or 
combination of these

OFFSET IMPLEMENTER
OVERSIGHT 
COMMITEE

If outside Protected 
Area:

NGO, CBO, 
University, Private 
company or 
combination of these

Project developer, Offset 
implementer, Protected 
Area, National and Local 
authorities, NGO, CSO, 
CTF (when used)

PROJECT 
DEVELOPER

AVOID 
IMPACTS on 

most 
relevant 

biodiversity

MINIMIZE 
THE 

IMPACTS on 
biodiversity

RESTORE 
biodiversity 

in the 
impacted 

areas

INDEPENDENT PEER 
REVIEW EXPERTS PANEL 
(BOMP approval) for A+ 

projects

BIODIVERSITY OFFSETS 
COORDINATION GROUP 

AS PART OF THE 
TECHNICAL EVALUATION 

COMMITTEE (CTA) 
(inform, approve BOMP 
and license renewal A & 

A+)

Source: Biofund
Mozambique



OFFSET THROUGH A 
CONSERVATION 

TRUST FUND
Match maker | Finance 

management Oversight | 
Compliance and M&E 

BIODIVERSITY 
OFFSET  

IMPLEMENTER

Inside 
Protect
ed Area

Outside 
Protect
ed Area

Phase 1. Startup 
0 – 12 months
Phase 2.  Initial 
Implementation 
1- 5 year
Financial monitoring 
against workplans 
submitted

Sinking 
Funds*

Active 
intervention

Phase 3. Results-
based payments 
Physical/Financial 
monitoring against 
BOMP implementation
3 -5 year Sinking 

Funds
Results-based 

Phase 4. Maintanance 
of results  and 
consolidation of PA 
authority 
Physical/Financial 
monitoring against 
impacts
5 – 10 year 

Endowment 
Funds*

External 
Performance 
evaluation 

5th year

External 
Performance 
evaluation 

3th year

BIODIVERSIT
Y OFFSET 

DEVELOPER 
(A/A + 

Projects)

BIODIVERSITY 
OFFSETS 

MANAGEMENT 
PLAN (BOMP)

*Endowment funds 
implementation 
requires an insurance 
mechanism in place to 
guarantee endowment 
annual payment even 
if developer leaves the 
country 

Conservation Outcomes

Financial mechanism 

*Sinking funds – project cycle
model

The financial mechanism for Biodiversity offsets in 
Mozambique 

Oversight
Committee

Budget

Source: Biofund
Mozambique



Biodiversity offsets funding requirements

B - Developer establishes an escrow account or uses a Conservation Trust 
Fund which are exclusively used for the offset

A - Biodiversity Offsets Management Plan with detailed budget

C - Developer makes proof of the
availability of the total amount

required to the offset or the first
10 years of implementation and
every five years from there on

D - Developer presents financial 
guarantees or insurances that

cover the remaining amount of
money required to implement the
offset (in the case it does not make

a proof of the total amount of
momey required

Source: Biofund
Mozambique
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Biodiversity Offsets - Case Study 
United States

• Under Section 7 of the Endangered Species Act, when a 
development project impacts a listed species, developers are 
required to offset those impacts.

• WRA created the Ridge Top Range Wildlife Conservation Bank

• Identified 745 acres of land as potential habitat for 2 
endangered species in the greater San Fransico area. 

• Developed and cultivated  the Callippe silverspot butterfly and 
the California red-legged frog 

• Were given credits due to the presence of these species from  the 
U.S. Fish and Wildlife Service 

• Base on current market values, each of the 739 frog and butterfly 
credits are worth more than $20,000 each (Winter 2015) to sell to 
developers who displace those two species
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