



























































The governing body of an environmental fund is usually made up of representatives from ministries, civil society organiza-
tions, international organizations, and the private sector. In some examples of Funds in charge of channeling money from
DFNS processes, representatives from creditor countries may also be involved (see section Debt-for-Nature Swaps, p. 27).

As institutional structures, CTFs can accommodate several financing mechanisms:

B Debt-for-nature swaps are a major part of environmental funds, given that 56% of the capital received by the
40 largest CTFs has come from bilateral debt reduction programs? (CFA, 2008).

m  Environmental bonds. In September 2017, the World Bank approved a bond of over $25 million for the Repu-
blic of Seychelles which will be managed by the SeyCCAT (World Banks press release, September 2017) (see
Seychelles case study p. 47).

m  Impactinvesting. The Seychelles blue bond will be issued on strategic financial markets by the government of
Seychelles (sovereign issuance) and co-managed by the development bank of Seychelles and the SeyCCAT to
attract impact investors, which funds will be managed by the latter.

B Public taxes or fees. Being controlled by such structure improves their earmarking.

B Parametricinsurance. In March 2018, The Nature Conservancy, the State Government of Quintana Roo, Mexico,
and partners from the science community developed the Coastal Zone Management Trust, which covers a
portion of the Mesoamerican Reef along Mexico’s Yucatan Peninsula. Among its responsibilities, the Trust will act
as an intermediary between holders of insurance against reef damage (beachfront hotels, tourism industries,
local government, etc.) and the insurance company, Swiss Re (see figure 10, p. 52).

As for its financial structure, a CTF can both collect funds from several sources and allocate funds to several beneficiaries.
The SeyCCAT for instance will, in the future, channel money from the Seychelles DFNS and from the Sovereign Blue Bond
towards conservation projects financing.

This characteristic of CTFs means they could also be implemented on a broader scale. The idea would be to group
together nations experiencing the same environmental issues and challenges and to create a CTF to service all of
them, run by one international environmental actor (a recognized NGO, for example). Setting aside technical challenges
that might arise, it is possible to envisage the implementation of a regional or even international environmental fund
in charge of managing one or several of the financing mechanisms described in the first section of the report (Rein-
force use of public interest-centered mechanisms, p. 18) to address transnational conservation issues. For example, in
2016, the impact investing unit of The Nature Conservancy, NatureVest, was awarded a proof-of-concept grant. TNC will
use the Convergence Design Funding award to design a blue bond that will finance debt conversions for Small Island
Developing States (SIDS) facing climate change challenges.

26 Conservation funds generated from DFNS peaked in 1992 and 1993, at a time when debt cancellation was high on the global agenda after the first 1992 United Nations Conference on Environment and

Development (also known as the first Rio conference). During this conference, the Climate Change Convention was agreed upon, and the Convention on Biological Diversity was opened for signature.
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Debt conversions financed throught such financials engineering mechanism could be used to address similar issues in
neighboring contexts. In addition, national environmental funds could potentially channel funds from other sources with
a more specific national focus to address endemic issues.

The idea is to keep all nations involved in the arrangements at a regional level. Doing so presents several benefits. A lot
of countries in a specific region are dealing with the same climate change issues and challenges (increase in hurricane
occurrence, sea-level rise, etc.). This is especially true when it comes to Small Island Developing States. In addition, sustai-
nability of fisheries, while being a widespread issue globally, is a national concern for many SIDS given the importance of
this sector in their economy. A lot of fish on which those populations rely are part of scattered moving fish stocks, even
while an important part of their life occurs within coral ecosystems. Matters of stock durability and stock resilience
cannot only be addressed at a national level. For example, changes in fishing practices in a South Pacific island country
may not have the desired impact on fish stocks if neighboring countries are not addressing those issues in the same way.
Implementing a regional MPA network to enhance fish stocks resilience and connectivity could be facilitated by the deve-
lopment of a regional CTF. Working at the regional scale could also facilitate exchange of know-how through the
conservation funds. Depending on the progress of each country project, partners might be able to avoid mistakes or
reorient their conservation practices and policies towards what has been found to work in other cases.



In the case of tourism, too, gathering countries into such regional arrangements could improve conserva-
tion-oriented measures. Several countries within a given region (Caribbean, South Pacific, etc.) often present a similar
touristic offer for major tourism markets (North America and Europe), in terms of activities and prices. Therefore, one
country may be reluctant to transform its touristic offer into a more sustainable one for fear of seeing visitors bypass it for
another destination. Making mutual funds available to such countries through a regional CTF, to encourage all the identi-
fied countries to make similar modifications to their tourism offer, could hasten their progress towards sustainable
tourism.

Finally, it may be easier, in terms of logistics, to gather together regional countries rather than more dispersed ones, given
that most of the time these are already engaged in regional economic or environmental partnerships. The question
of macroeconomic externalities remains important here, as a bad evolution of international financial markets, or even an
economic downturn in only one national partner, could put at risk the entire financial arrangement.

However, given the similar challenges faced by coral ecosystems worldwide, and the urgency of protecting coral
reefs stated by many experts and governments (Hugues et al., 2017, International Year of the Reef, 2018), it could be
necessary to go a step further by implementing a world conservation fund dedicated to coral conservation. The
main objectives of this International Coral Conservation Trust Fund would be to collect additional private and public
resources to finance research, conservation and restoration of coral ecosystems. Such a fund could be created ex nihilo or
hosted by an existing institution (ICRI, GEF, etc.). This structure could channel innovative financing mechanisms such as
those introduced in this report, but also test conservation business models in pilot sites, to develop new practical
approaches in the field and so accelerate the pace of coral conservation.

Conclusion: CTFs are a tool already widely used to channel conservation funds from different sources, which can still be
improved to better respond to local and regional marine conservation challenges. Other forms of financial engineering
may also emerge in the future (e.g. Park Bonds, Project Finance for Permanence). Though promising, they have not been
explored in this first study.

Further reading:

Bladon, A., Mohammed, E. Y. and Milner-Gulland, E. J. (2014). A Review of Conservation Trust Funds for Sustainable Marine
Resources Management: Conditions for Success. IIED Working Paper. [IED, London.

Preston, M. J. and Victurine, R. (2012). Conservation Trust Funds, Investment survey. Conservation Finance Alliance.
Steinsmeier, A. (2012). Conservation Trust Fund, a robust biodiversity financing mechanism. The Nature Conservancy.

Spergel, B. and Mikitin, K. (2013). Practice standards for conservation trust funds.
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It appears urgent to diversify the financing pattern for coral conservation, which relies too heavily on philanthropy
and government budgets, and remains insufficient. The 7 financing mechanisms described in this report may be able to
fill part of the marine conservation financing gap, if well managed. One of the keys to success is that conservation should
not rely on one mechanism. On the contrary, conservation should be financed by a mix of traditional and innovative
mechanisms, both public and private, depending on local marine conservation priorities and objectives. Some mecha-
nisms are better suited to financing specific conservation actions than others. Identifying the most urgent objectives in
each context will allow conservation stakeholders to determine the best financing sources. This mix of financing
mechanisms could also avoid the potential impacts of external financial factors.

Finding new mechanisms through which to finance coral conservation will not be sufficient to address global
challenges if the methods of financing are not rethought at the same time. The setting-up of a new approach, based
on business models, is necessary to make sure practitioners engage in new financing mechanisms. The basis of a
business model can be applied to a classic financial system or to a conservation activity. This is, first and foremost, to
identify a “client”, or a group of clients, and their specific needs. The definition of a clear value proposition, defining
business intentions towards identified clients, is key to understanding what is to be achieved in a specific context, and
what kind of financing mechanism is best suited to the task. Four business models, addressing specific coastal challenges
and needs, have therefore been proposed in this study. It is up to conservationists and local stakeholders to make their
chosen model their own and adapt it to their specific needs. Although business models have not been applied to marine
conservation projects before, they have already been adapted to address initiatives such as social business. Thus, it will
also be necessary to think about and design new business models specially adapted to the inherent parameters
of conservation projects.

Based on the new approach introduced above, and mindful of the increased threats to coral reefs at a global level and the
urgency of protecting them as highlighted by many experts and international institutions, we propose below some
recommendations to address coral conservation financing issues.



FAVOR NEW FINANCING APPROACHES FOR CORAL CONSERVATION IN THE FUTURE:

1. Identify current and future environmental issues and the financial mechanisms best suited to addressing them
2. Assess the regulatory or legal gap for the development of alternative financing mechanisms
3. Assess the social, economic and political acceptability of different mechanisms in various contexts

4. Promote private investments for coral conservation

ADAPT BUSINESS MODELS TO CONSERVATION TO MAKE PROJECTS MORE ATTRACTIVE TO INVESTORS:

1. Engage public policymakers in public-private partnership (PPP) development
2. Make sure communication is possible between conservationists and investors
3. Assist coral managers by providing capacity building in financial strategy and business model development

4. Create the conditions for blue enterprise development in the field of coral conservation

STRENGTHEN THE DEVELOPMENT OF CTFS TO BETTER ADDRESS GLOBAL ISSUES:

1. Address coral ecosystem issues on an international scale through an International Coral Conservation Trust Fund

2. Channel new public and private investments towards practical action on research into, and conservation and
restoration of, worldwide coral ecosystems at local levels

Finally, coral conservation and its financing must also be considered in light of the long-term evolution of ecosystems
and threats. As stated by Hughes et al. in 2017, coral ecosystems are likely to evolve, adapt and change over time, no
matter how much effort countries put into the conservation process. As a consequence, conservation needs and means
could be different in the future as ecosystems evolve in answer to external threats. Thus, instruments of conservation
and financial mechanisms are likely to evolve as well, towards new forms we cannot yet foresee. Scientific knowledge and
reliable predictions regarding both the evolution of externalities and their impact on ecosystems (vulnerability rate,
resilience, etc.) could be important in anticipating the changes that will be required to conservation measures and their
financing.
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