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eckless expansion of
unsustainable land use,
largely induced by

supply chains, has led to
deforestation, ecosystem conversion
and environmental degradation, which
in turn have caused an unprecedented
decline in biodiversity and disruption
of ecosystem services. There is
growing awareness of the need for
global policy, for regulatory, private
and financial sector action, to reverse
this trend. However, solutions are

being developed with little regard, if at

all, to local actors and their capacities,
interests and crucial role in protecting
natural resources. Active involvement
and empowerment of local actors
is critical. The G20 is uniquely
positioned to foster local governance
and leadership in sustainable natural
resource management as part of
national and global supply chains.
Policies, regulations, and instruments
aiming at the conservation of natural
resources, forests and biodiversity
must involve and invest in local actors

to a greater extent.
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The Challenge




round US$ 44 ftrillion,

more than half of the

world’s gross domestic

product (GDP), depends
on natural resources such as water,
forests, and minerals." Uncontrolled
exploitation of forests, ecosystems,
and natural resources has resulted in
unprecedented biodiversity decline and
ecosystem services disruption,? and this
is true for many G20 countries (Figure
1). Logging, land conversion, and land
use for agriculture linked to food, fibre,
feed, and wood supply chains account
for 22 percent of global greenhouse
Climate

gas emissions.® change

adversely affects natural resources
and biodiversity conservation efforts.
Biodiversity loss and climate change
are twin crises and must be addressed
together, including their combined

social impacts.*

Deforestation, ecosystem conversion
and environmental degradation
exacerbate social conflicts and
economic inequalities, especially in
developing countries, and jeopardise
just transition. The G20 Sustainable
(SFWG)

Private Sector Roundtable in April

Finance Working  Group

2022 acknowledged that it was critical

Figure 1. Biodiversity Intactness Index of G20 countries in 2020 (%)
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Source: Biodiversity Intactness Index database, under the projected scenario ‘Middle of the Road’

development (SSP2).52

a  Biodiversity Intactness Index measures biodiversity change, with 100 percent indicating a pristine

ecosystem. The figure for Europe indicates all of Europe, not just those countries in the EU which are

G20 members.
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to “assess and mitigate potential
negative impacts in the process
of climate transition, including at
community level.”® Local actors, such
as small farmers and traditional and
indigenous communities, often lack the
institutional power, social organisation,
skills and resources to valorise and
defend their roles in preserving and
managing natural resources. Although
comprising the largest part of rural
populations, these groups are often
excluded from markets and thus from
deriving benefits from their natural
resources.” As the global Millennium
Ecosystem Assessment emphasised,
policies and guidelines on sustainable
natural resource management and
generation of environmental services
for rural livelihoods often lack equitable
ownership and sharing of information

and knowledge.®

For decades now, governments and
civil society organisations have been
working on generating local income on

the basis of sustainable natural resource

management. Various environmental
and social programmes and initiatives
of development cooperation have been
launched. Community empowerment to
decide on the use of natural resources
started at the end of the 1980s,° and local
actors’ key role in forest governance
has been increasingly recognised since.
(No doubt, the results are not yet fully
satisfactory in terms of local benefit
generation and empowerment of local
stakeholders.’®) Approaches with local
actors’ participation include joint forest
management,’” community forestry'?
and community management of further
natural resources,’® agro-forestry,'
bio-economy,’® participatory organic
certification,'® collaborative monitoring
of natural resources,’” payments for
environmental/ecosystem  services,'®

and other initiatives.'®

The Nagoya Protocol on Access and
Benefit Sharing (ABS)*2° and the Free
Prior and Informed Consent (FPICs) are
two outstanding global mechanisms®?'

that are shifting ownership and benefits

b The Nagoya Protocol on Access and Benefit Sharing (ABS)—or the ‘Nagoya Protocol on Access to

Genetic Resources and the Fair and Equitable Sharing of Benefits Arising from their Utilization to the

Convention on Biological Diversity’—is an international agreement that aims to share the benefits from

the utilisation of genetic resources in a fair and equitable way. It entered into force on 12 October 2014.

c  The Free Prior and Informed Consent — An Indigenous Peoples’ Right and a Good Practice for Local

Communities is a principle protected by international human rights standards that state, ‘all peoples have

the right to self-determination’ and ‘all peoples have the right to freely pursue their economic, social and

cultural development’.
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towards local actors. At the Effective
Development Cooperation Summit in
Geneva in December 2022, several
donors? contributing to biodiversity
conservation endorsed a statement
supporting locally-led development.??
Through its Bhopal declaration in
January 2023, the T20 also emphasised
the importance of local stakeholders for
G20 countries to achieve the SDGs.?®
This growing awareness for locally-led
development is remarkable, but still
mostly limited to the environmental and

development cooperation communities.

Crucial economic and finance policies
targeting corporate actors and financial
institutions, are also increasingly
recognising and addressing climate
change and biodiversity loss as key
threats. These include voluntary
frameworks as well as mandatory
legislation relating to supply chains and
sustainable finance.® A key goal is to

shift from unsustainable to sustainable

economic activities, facilitating the
transformation to a climate-resilient
economy in alignment with the Paris
Agreement. By de-risking sustainable
activities, direct investment can be

facilitated.?

However, these legislations are mainly
developed by finance experts and
economists with little knowledge of the
realities of local actors in developing
countries and upstream supply chains.
Local actors come into play only as
“workers in the value chain” or “affected
communities” (see for instance, the
European draft disclosure standards).?®
Relevant economic and finance
legislations do not yet enable the
enormous potential of local actors to
take aleadingrole in climate, biodiversity
and natural resource governance. This
gap was also identified in the roundtable

discussion of the G20 SFWG, involving
the private sector, in April 2022.2¢

d  These comprised Australia, Canada, Denmark, Estonia, France, Iceland, Ireland, Japan, the Ministry of

Foreign Affairs of the Republic of Korea, the Ministry of Foreign Affairs of the Republic of Lithuania; the

Netherlands; Norway; the Spanish Cooperation for Development; the Swiss Agency for Development and

Cooperation; the United Kingdom’s Foreign, Commonwealth and Development Office; and the United

States Agency for International Development.

e Inthe EU, for example, supply chain and sustainable finance regulatory measures are being developed

under the Green New Deal to reduce the carbon and biodiversity footprint of the EU. At the global

level, examples include the International Sustainability Standards Board (ISSB), Target 15 of the Global
Biodiversity Framework (GBF), and the Global Reporting Initiative (GRI).
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Empowered local actors are Vvital
to mitigating the global climate and
biodiversity crises, and to the success
of the global sustainability transition. It
is of utmost importance to structurally
empower local actors through improved

access to finance and business

opportunities as well as capacity-
building. Policies and legislations need
to emphasise the role of local actors
and prepare the ground for formalised
and financially beneficial roles for local

organisations (see Box 1).
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he G20 is in a unique

position to foster a just

sustainability transition that

includes the conservation
and sustainable management of
biodiversity and natural resources
along entire supply chains. It can
facilitate increased investments in
local governance, empowerment and
leadership, especially in developing and
emerging economies upstream. The
first G20 Finance Ministers and Central
Bank Governors Meeting in February
2023 released a statement that said in
part: “We are committed to advancing
financial inclusion and ensuring that no
one is left behind.”?” Also, seven G20
countries have endorsed the Donor
Statement on Supporting Locally

Led Development.?® In various other

contexts, the G20 has also made
references and commitments towards
a just transition, and is therefore ideally
positioned to promote local actors as

active agents in this transition.

The Indian G20 presidency is set to
foster collaboration on sustainable
global value chains that meet common
social, environmental and economic
objectives, including the reduction of
natural resource depletion and social
inequalities.?® Brazil and South Africa,
whose presidencies are to follow
India’s, are also likely to prioritise these
objectives. Alignment across the three
presidencies is essential to substantially
shift attention towards local actors for a

just and sustainable transition.
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Recommendations

to the G20




Put local governance  and
empowerment of local stakeholders
at the top of the agenda to
effectively address climate change
and Dbiodiversity loss. Finance
flows urgently need to trickle
down to stakeholders at the local
level, especially in the emerging
economies of the G20 and
developing countries across the

world;

Endorse all relevant international
commitments  that call for
strengthening local actors, such as
the Donor Statement on Supporting
Locally Led Development and
the Principles for Locally Led
Adaption;*®°

Promote strong participation of
the private and financial sectors
in just sustainability transition,
as was discussed at the private
sector roundtable discussion of the

SFWG;®"

Design a just transition framework,
with key standards and impact
measurement criteria that are
applicable across multiple
jurisdictions and helpful to financial

sector decision-makers;®?

Promote mandatory supply chain
and sustainable finance legislations
to facilitate the shift to sustainable
economic activities and call for the
structural integration of local actors

as key agents (see Box 1);

Increase access to funding and
compensation for local actors
protecting biodiversity and natural
resources. Mechanisms such as
the REDD+"* need to be further
developed and simplified for
financial flows to facilitate better
and faster support for stakeholders
at the local level. Support the
further development of new tools
and mechanisms to channel

compensational  funding.9** In

REDD+ (Reducing Emissions from Deforestation and forest Degradation — the ‘+’ refers to other forest

activities) is a framework created by the UN Framework Convention for Climate Change (UNFCCC)

Conference of the Parties (COP) to guide activities in the forest sector that reduce such emissions and

support sustainable management of forests and conservation and enhancement of forest carbon stocks

in developing countries.

An example of this is the GainForestTM initiative, a decentralised fund using artificial intelligence to

measure and reward sustainable nature stewardship.
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general, efforts to structurally or compensatory efforts following

implement payments for ecosystem inevitable biodiversity loss from

services" should be renewed.® developmental activity, should be

limited to unavoidable impacts and

e Foster carbon finance instruments should be an addition to prevention
that require local organisations and mitigation measures.)

to participate in projects, benefit

from and even co-lead them. * Foster action to collect and make

Implementation and scaling of public data on scattered and

biodiversity offsets®* could be further little supported local initiatives,

explored to support locally-led especially those that specifically

biodiversity conservation. (Offsets, target marginalised groups or
women.

BOX 1: Sustainable Finance Regulations, Transparency and Local
Verification Schemes

Policymakers and financial actors are increasingly developing mandatory
sustainable finance instruments to redirect private and public capital flows towards
more sustainable activities. Such instruments include disclosure (transparency) on
environmental, social and governance (ESG) factors as a key element. The global

market for transparency and information is thus growing.

Transparency is essential for certified organic, environmentally friendly, fair-trade, and
sustainable products and voluntary carbon markets.?” It is a persisting challenge for
certifiers and data providers to uncover green-washing and fraud.®® More knowledge

of specific local environmental impacts and socio-economic dynamics is needed.*®

h  Payments for Ecosystem Services (PES) are incentives provided to local actors for managing natural
resources in a way that ecosystem or environmental services are protected. The mechanism can help
generate investments for integrated natural resource management and contribute to the well-being of

poor and marginalised groups.

i The carbon credit market is growing among farming communities, and monetisation of carbon credit can
be the nudge to incentivise or scale climate-smart agriculture among smallholder farmers in developing

countries.
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Local organisations geographically close’ to areas where ecosystem conversion is
occurring have a unique understanding of the economics of the process. Local actors
could be granted formalised roles as verifiers of disclosed information on ecosystem
conversion or degradation within disclosure frameworks. They would thereby be
empowered, could create new business opportunities and thus better drive local
sustainable development at, for example, forest frontiers. At the same time, they could
support the push for more transparency on deforestation and ecosystem conversion
and degradation by improving upon the reliability of disclosed information. This

would help companies in the supply chain to establish their compliance.

Local knowledge can make data more reliable and less prone to wrongful reporting,
especially in remote areas and where land tenure schemes are still weak. Verification
could combine remote sensing data and tools, that as stand-alone measures, do not
yet cover all transparency needs, such as tracing products of international supply
chains back to the farm.**® A framework for local verification of information should be
created within the application guidelines for auditors in all globally relevant disclosure
frameworks in development.' Development cooperation could help transform such
services into income opportunities for local actor organisations in developing

countries and emerging economies.

Attribution: Sukanya Das et al., “Enabling Local Governance to Mitigate the Climate and Biodiversity Crises,
T20 Policy Brief, July 2023.

‘Local organisations’ can be defined as representative organisations based in, or having geographical

proximity to, specific (sub-national) jurisdictions. From a downstream point of view these are areas

typically upstream supply chains, where ecological and social impact of economic activities takes place.

Examples are municipalities or social movements, smallholder and community associations.

Traders often source more than 40 percent of commodities “indirectly” via local intermediaries - a majo

blind spot for sustainable sourcing initiatives.

r

Examples of such disclosure frameworks would be the Global Reporting Initiatives (GRI), the International

Sustainability Standards Board (ISSB), the task force on Nature-related Financial Disclosures, the task

force on Climate-Related Financial Disclosures (TCFD), the US Securities and Exchange Commission

(SEC) and the European Sustainability Reporting Standards (ESRS).
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