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Introduction and Executive Summary

Several dozen species perish every day. Thisis why scientists are already talking about mass extinction, as important
ecosystems are being lostaround the world, and with them, important services that nature provides to humans. If we
imaginetheentire history of Earth as one 24-hour day, humanity has only been living on this planet for two minutes. In this
shorttime, however, ithas already overexploited three quarters ofthe globe. In order to preserve the basis for humanity’s
existence, we need to protectthe remaining havens for nature.

If species loss continues atits currentrate, itwill be impossible to achieve 80% of our sustainability targets, because
everything dependson nature: food, water, medicinal herbs, raw materials. Nature is notjust pleasantto look atand
restorative to be around;italso provides alarge number of services withoutwhich humans cannot survive. And once
again, COVID-19 has clearly shown the consequences we can expectwhen forests are burned down, entireregions are
destroyed and wildlifeis wiped out: it makes it easy for viruses to spread. Protecting areas of nature must be seen as a
priority on alevel with climate change, notleastwith a view to preventingthese zoonoses. Otherwise we face an
existential crisis.

Preserving biodiversity has been importantto KfW DevelopmentBank for a long time now. It has over twenty years of
experiencein this areaand currently promotes over 600 conservation areas in over 60 countries. These cover atotal area
of at least 1.6 million km? which is more than the area of Germany, France, Poland and ltaly puttogether. KfW’s activities
focus on Latin America and Africa. In addition to its goal ofincreasing the size ofthe area under protection —scientists and
NGOs recommend 30% by 2030 — KfW is also involved in managing these areas effectively and fairly and ensuring the
social and economic well-being ofthose living nearby. This is why its projects adhere to strictinternational social and
ecological standards.

KfW is among the trailblazers when it comes to developing innovative financial instruments for sustainable conservation.
KfW — on behalfof the German Federal Government— has created several exemplary funds that have taken conservation
to a new level both conceptually and financially; examples include the “Caucasus Nature Fund” for conservationin the
Caucasus, and the “Blue Action Fund” to promote marine conservation worldwide. KfW is currently working with other
stakeholders to design the “Legacy Landscapes Fund”. By 2030, itshould have helped to ensure thatthe mostimportant
conservationareas in partner countries have robustfinancing, thereby preservingthem. Thisis why KfW, on behalfof the
Federal Ministry for Economic Cooperation and Development (BMZ), is setting up a trust that also involves numerous
otherdonors, including philanthropists. The fund is due to start its operational activities in 2021.

KfW’s overall aim is to turn the tide on biodiversity loss. Conservation areas play akey rolein this, but they are notthe
only tool. Sustainable agriculture, fishery and forestry are also importantin helpingto end the unprecedented and
dangerous lossofbiodiversity and reversethetrend.
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1. Introduction

Whetherit's food, water, construction materials or medicinal plants —nature, in all its variety,
forms the basis for human survival; forests provide a habitat for the majority ofanimal and plant
species on Earth and they offer a home and a source ofincome to nearly two billion people. The
seas give us food, regulate the climate and produce half ofthe oxygen we breathe. Intact
ecosystems also increaseresilience in the face of natural disasters and climate change. In short
the protection and sustainable use of biodiversity ensures our survival.

And yet, this diversity is under threat from forests being destroyed, animals being poached, soils
being overcultivated, oceans being polluted and overfished, natural resources being depleted,
and an increasing number of areas being sealed. Alongside changes in land use and
overexploitation, climate changeis nowone ofthe main drivers of species loss. The preservation
of biodiversity has long been amajor concern at Kfw DevelopmentBank and itwill play an even
greater rolegoingforward in light ofthe currentthreats. KfW’s global commitmentin this area is
based on the German Federal Government’s specifications and international treaties.

The Convention onBiological Diversity (CBD) provides the binding legal framework. AImost
every country in theworld has now ratified this convention. Its main objectives are to ensure the
protection and sustainable use of biodiversity and natural resources as well as the fair
distribution oftheresulting economic gains. Equal opportunities also play an importantrolein the
convention. In 2010, the parties of the CBD approved a “strategic plan” with 20 “Aichi Targets”.
Theseare guiding principles for global actionand implementation at national level duringthe UN
Decade on Biodiversity 2011-2020. However, the strategic plan expires atthe end of 2020. This
iswhy itis nowtime to review whether and to what extent the targets have been met, while also
drafting anew strategy for the years to come.

Although measures to conserve biodiversity are having an impact, losses areincreasing overall.
None of the Aichi Targets has been met, which puts other global targets at risk as well. In its
latest report, the Intergovernmental Platform on Biodiversity and Ecosystem Services (IPBES)
makes clear that itwill notbe possibleto achieve 80% of global Sustainable Development Goals
(SDGs) and key aspects of the Paris Agreement without effective measures to preserve
biodiversity. As a result, it assesses that dramatic loss of biodiversity is just as significantas
climate change. The World EconomicForum’s Global Risk Reportnow even lists biodiversity
loss as a global top risk:

TOP 10 RISKS OVER THE NEXT 10 YEARS

WORLD

ECONOMIC
Long-Term Risk Outlook: Impact Fﬁdﬁ
Multistakeholders

Climate
action failure

Human-made
environmental disasters

000000 ocoe

Weapons of mass Extreme weather Information infrastructure Cyberattacks Infectious diseases
destruction breakdown

Biodiversity loss Water crises Natural disasters

@ Economic @ Environmental @ Geopolitical @ Societal @ Technological

Source: World Economic Forum/ Global Risks Report 2020

L http://reports weforum.org/global-risks-report-2020/shareable-infographics/
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Alarming

Up to a million species are atrisk of
extinction and, for many, this will
occur in the next few decades. Today,
the rate at which species are dying
out is between ten and one hundred
times higher than the average rate
over the last ten millionyears.

The most important factors
The main drivers of biodiversity loss
are changes in land use, general
overexploitation, cimate change,
environmental pollution and the
spread of invasive species.


http://reports.weforum.org/global-risks-report-2020/shareable-infographics/

The draftof the new 10-year strategy (Global Biodiversity Framework (GBF)), which the CBD
signatories are currently negotiating, sets out global targets to be achieved by 2050, and action-
based interimtargets to be achieved by 2030. They are intended to reduce biodiversity loss
while also meeting humanity’s needs via sustainable usage and benefitsharing. They are also
supposed to pointoutsolutions and ways thatbiodiversity can be taken into considerationin
other areas of societal development. All of this acknowledges the factthat protected areas are
important, but that they alone will notbe enough to end biodiversityloss.

The CBD has resolved to design new targets thatare both ambitious and realistic —a difficult
task, and onethat the signatories are now struggling with. Atthe latest, a decision onthis will be
taken at the 15th Conference ofthe Parties, which is likely to be held in autumn 2021. Active
participation by all relevant stakeholders, especially indigenous people and local communities, is
importantto achievingthe targets. However, it is notyet clear where the funding, capacity and
technology neededto makethe targets a reality will come from.

KfW is supporting the German Federal Governmentin making its targets more ambitious and
then putting theminto practice. In 2008, Chancellor Angela Merkel agreed to provide an annual
budget of EUR 500 million for the conservation of biodiversity from 2013 onwards. This
agreement was kept. KW now manages the disbursementofjust over halfofthese funds. This
publication provides an overview of how these funds are used and which specific projects and
programmes they promote.

Hilly forest landscape in Central America: forests are essential to our survival. Photo: KW Photo Archive/Bernhard Schurian.
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The impact of humans
Around three quarters of theworld’s
land and around two thirds of thesea
have been altered through human
activity. Among other things, this has
led to the loss of more than 85% of
wetlands in the past 300 years, half of
living coral has disappearedsince
1970, and the amount of forest
worldwide is only 68% of what it was
in the pre-industrial era.



2. Biodiversity at KIW

Through thework of KW DevelopmentBank, Germany is one of the world’s biggestdonors for
the conservation of biodiversity. KIW currently promotes 225 projects in 35 countries and 14
cross-border projectregions which have the primary goal of protecting biodiversity. The total
volume of all projects thathave biodiversity as either aprimary or secondary goalamounts to
some EUR 2.6 billion?. Measures that pursue biodiversity conservation as asecondary goal are
taken into accounton apro ratabasis of 20% ofthe projectvolume. Latin America receives the
largestshare of the funds, followed by Africa, which receives aimostone third.

Projects under implementation 2019 (in EUR million)
Budget and market funds'

BMZ BMU Mandats Total
Africa 808.7 6.3 89 816.9
Asia 395.9 45.1 0 441.0
Europe 217.7 6.5 3.2 227.5
Latin America 718.3 66.4 180.9 965.5
Supraregional" 179.3 0 0 179.3
Total 2,319.8 124.3 186.0 2,630.2

Source: own representation
'figures rounded
" Global Crop Diversity Trust Fund & Blue Action Fund

The portfolio continued to expand between 2015 and 2019. At EUR 793.9 million, the total
volume of the 46 programme appraisals from 2019 was significantly higher than in previous
years. In lightofthe continuing loss of species, the figures for biodiversity conservation are likely
to increase further. In 2019, thetotal volume of the 49 new financing agreements was around
EUR 480 million. Thisis almostfour times the figurein 2016 (EUR 125.7 million).

After a very high level of disbursementsin 2017 and 2018 due to an increased number of
commitments in the previous years, disbursements decreased in 2019: compared to the
previous year, the total decreased by around 30% to approximately EUR 400.7 million. The main
clientsin thefield of biodiversity/natural resources are the Federal Ministry for Economic
Cooperationand Development (BMZ) and the Federal Ministry for the Environment, Nature
Conservationand Nuclear Safety (BMU).

2 Total for all ongoing programmes as at 31 December 2019
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Comparison

Germany is one of the world's most
important donors in thefield of
biodiversity conservation.

Commissioned by BMZ

KfW Development Bank’s main clients
in relation to biodiversity and natural
resources are the Federal Ministry for
Economic Cooperation and
Development (BMZ) and the Federal
Ministry for the Environment, Nature
Conservation and Nuclear Safety
(BMU).



Appraisals, commitments and disbursements for
biodiversity projects 2015-2019 (in EUR million)
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Source: own representation

Since 2009, the commitments for biodiversity have also included “marketfunds”. These are
funds that KfW picks up on the market and passes onwards to partner countries as low-interest
loans. The — heavily fluctuating —proportion ofthese funds in promotional commitments reached
a high 0f39% in 2017. The beneficiaries were emerging economies like India, Colombiaand
Mexico.Use of market funds is likely to increase significantlyin future, particularly in emerging
economies.
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Upwards trend

The overall trend points upwards.
Because conservation projects are
long term, shifts between years are
possible.



Conservation areas financed by KfW worldwide (2019)'

World Africa Asia Europe Latin America Several hundred areas
KfW supports more than 600
Number of areas 602 104 94 33 367 conservation areas in 66 countries

worldwide. In 2019, the volume of

ongoing programmes totalled close to
Countries 66 23 14 6 23 EUR 1.3 billion.

Surface
(in 1,000 km?)

Total 1,618 601 197 10 810
Forests

(mostly tropical 988 (61%) 146 155 5 682
forests)

Steppes and savannas 425 (26%) 403 16 0 6
Coastlines and seas 189 (12%) 49 26 0 114
High mountains 15 (1%) 3 0,1 4 8
Inland waters 1(0.1%) 0.3 0.2 0.5 0
Number of 108 51 18 15 20

ongoing projects”

Projectvolume
(in EUR million)

1295.1 570.7 224.9 167.2 256.3

Disbursements
2019 169.5 51.2 28.6 20.9 43.9

(in EUR million)"

Source: own representation

'figures rounded

" Inthe second part of the table four supraregional projects are included in the totals that cannot be assigned to a continent (Blue Action Fund):
the current project volume is EUR 76.1 million, EUR 25 million of which was disbursed in 2019.

" Dishursements for all projects active in protected areas on 31.12.2019, therefore also including payments outside protected areas. Projects
exclusively active outside protected areas (e.g. activities for the resident population) are not included. The figure is not comparable with the
previous publication 2018, as it was obtained differently.

The marine conservation areas receiving supportcover an area of nearly 190,000km?,
representing 12% ofthe total protected area. This proportionis likelyto increase furtherin the
nextfew years, due in particular to the funding activities ofthe Blue Action Fund. This fund is a
non-profittrustfor coastal and marine conservation setup by the Federal Ministry for Economic
Cooperationand Developmentand KfW in 2016.
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Aim of promotion
Workingtowards the goal of preserving as many natural and near-natural habitats as possible,
KfW is activein the following areas:3

— Terrestrial (around EUR 1,113 million) and marine (around EUR 176 million)
conservation areas and systems: identifying new areas and protecting existing ones
by improving equipment and infrastructure and management as well as securing
permanent financing

— including forest conservation (areas with formal protected status) (around
EUR 564 million)

— Forest management (around EUR 871 million)

— Forest conservation as climate change mitigation (Reducing Emissions from
Deforestation and Forest Degradation, REDD) (around EUR 502 million)

— Forest and Landscape Restoration (FLR) (around EUR 481 million)

Instruments and standards

The principles of environmental and social due diligence and sustainability are, in accordance
with the bank’s Sustainability Guideline,* central themes for KfW Development Bank, including
in the field of biodiversity. All measures undergo a structured environmental and social impact
assessment (ESIA). The ESIA is intended to identify any foreseeable negative effects and risks

that a project may have on the environment and on matters related to society and human rights.

Identifying these factors enables suitable measures to be applied so the effects can be avoided,
reduced to an acceptable minimum or balanced out.

The benchmarks for the assessment process are the World Bank Group’s Environmental and
Social Standards, the International Labour Organisation’s (ILO) core labour conventions,
additional stipulations set out by the BMZ on matters such as human rights, and
recommendations in the Food and Agriculture Organisation’s Voluntary Guidelines on the
Responsible Governance of Tenure of Land, Fisheries and Forests in the Context of National
Food Security (VGGT).

One of the interdisciplinary issues within the assessment process focuses in particular on
avoiding risks to human rights during biodiversity projects, for example, in relation to indigenous
people and the land rights of local communities. Having as small an impact as possible on local
livelihoods and opening up alternative sources of income and social-economic development
opportunities to people living in conservation areas are key elements of sustainable
conservation projects.

% Projects often contribute to more thanone aim; this may mean that some are counted multiple times. This is why the total
amount cited here is higher than the total volume for the projects.

4 KfW Sustainability Guideline (2016): Assessment of Environmental, Social and Climate Performance. Principles and
Process
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Promotional policy
KfW’s goal is to preserve natural
habitats as fully as possible.

High standards

Conservation at KfW adheres to high
social, ecological and human rights
standards. These are based on the
relevant international standards and
agreements.



3. Biodiversity by subjectarea

3.1 Conservation areas

Outstanding examples oftherichnessof nature need special protection as they form part of our
identity, culture and history. Thatis why itis importantto many peoplethat, for example, the
coral reefs ofthe Caribbean, the gorillapopulation ofthe Congo Basin, and the tropical
rainforests of Sumatra are kept intactfor future generations. An importanttool for preserving
these precious natural resources are conservation zones, particularly national parks.
Conservation areas are also crucial to protecting the climate and adapting to climate change.
Intact ecosystems can store more carbon and are better able to cope with the effects of climate
change.

Southern Africa: training for wildlife rangers

In Southern Africathere are now 18 transfrontier protected areas, including KAZA, the
largestnetwork of protected areas in the world. The name stands for “Kavango Zambezi”,
the two main riversin theregion, and itis around the same size as Spain. Protecting and
managing so much land efficiently requires a sufficient number of well-trained personnel.
Thisis why the WWF South Africa together with the Peace Parks Foundation setup the
Southern African Wildlife College in 1997.

The main campus ofthis training centre for nature conservationis located on the western
edge of the world-famous Kruger National Park. The park is hometo around 850 species
of animal, including up to 8,000 rhinoceroses. The collegeis consideredto be one of the
best schools ofits kind in Africaand ittrains rangers in all disciplines relevantto natural
resource conservation and tourism. Around 20,000 young people have now learned not
only about park management, ecosystems and biodiversity, butalso about poaching, the
neighbouringcommunities and how to ensure they are involved where appropriate, as
well as about various ethical, moral and human rights aspects.

This is because a ranger’s duties stretch far beyond conservation. They mustbe in a
positionto understand the interests ofthe local population, negotiate use contracts and
help to create plans and maps. Thetraining courses therefore also include units on
participatory nature conservation and community-based approaches to natural resource
management. Importantresponsibilities also include talking to the neighbouring
communities about the importance of conservation while also takinginto accounttheir
opportunities to generate income. In order to keep up with the latest thinkingin this area,
the college’s curricula are continuously adapted to reflectinternational guidelines and
standards. Theteachers are internationallyrecognised experts intheir respective fields.
All this taken together guarantees a high-quality standard of training.

KfW has been promoting the Southern African Wildlife College on behalf ofthe German
Federal Governmentsince 1995, providing atotal of EUR 9.0 million. In theinitial phases,
it helped with construction ofthe college itself. Later on, KW financed the further
expansionofthe campus and the field ranger camp using environmentally friendly
materials and technologies. Further investments inregional training are in the pipeline.
Theseinclude, for example, mobile training units that make it possible to teach outside
the main campus in therespective protected areas of the region. KfW also finances
scholarships for talented but poor students, including seven scholarships each year just
foryoung women.

The graduates take their knowledge aboutbiodiversity and environmental protection and
about the interaction between humans and nature notonly back to their communities, but
also to other countries. They now work across the entireregion. They are all there to help
bring an end to the depletion of natural resources in apartof the world where nature is
particularly rich and bountiful. And they will also ensure thatthe many parks in Southern
Africa fulfil their promise to protect biodiversity in a sustainable manner while providing
local people with asustainable livelihood.
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Conservation in Africa

Southern Africa is hometo the world’s
largest network of conservation areas,

covering an area around the size of
Spain.

10
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Trainee rangers in Southern Africa at a briefing. Photo: WWF/SAWC

Conservationhas longbeen a traditional partof German development cooperation. Kf\W has
over 20 years of experience with projects inthis field and understands how to intelligently
combine conservation and sustainable economic growth. Itis a global leader when itcomes to
developing andimplementing innovative financing solutions for areas including conservation.

On behalf ofthe German Federal Government, KfW currently contributes to the financing of World leader
nearly 600 conservation areas in over 60 countries around the world, covering atotal area of KfW is a world leader in innovative
around 1.6 million km2 Thatis more than the area of Germany, France, Poland and Italy put financing solutions for conservaton. It

. o . ; . . . has more than 20 years of experience
together. Its promotional activities focus on Latin Americaand Africa. This focus includes 22 in this area.

areas that have been declared as UNESCO World Heritage Sites. This means that one seventh
of all World Heritage Sites in developing countries are supported by KW on behalf ofthe
Federal Government. KW also supports 36 Ramsar sites with the aim of preserving wetlands.

Over halfofthe ecosystems protected are tropical forests. In additionto its goal of expanding the
area under protection, KfW is also involved in ensuring thattheseregions are managed
effectively and fairly. Forinstance, itinvests in the administration structures and buildings in
protected areas, as well as contributing to equipment, staff training, checkpoints, markingsand
vehicles, plus measures to promote sustainable use of resources by local communities.

Conservation zones thatare efficiently managed with theinvolvementoflocal communities also
help to reduceillegal wildlife trading worldwide. Elephants in Eastern and Central Africaand
rhinos in Southern Africaare under particular threat. This is why KfW promotes the introduction
of internationally recognised managementstandards (like the IUCN Green List) and improved
monitoring systems (such as the Advanced Man agement Effectiveness Tracking Tool (METT)) in
conservation areas.

When financing conservation areas thatare hithard by poaching, KW therefore concentrates
primarily on the following aspects: better training and working conditionsfor rangers,
comprehensive application of innovative technology for monitoring animal numbers, and
involvinglocal people in managing the forests, wild animals and fishing grounds and sharing the
profits.

Anotherfocal pointofpromotional programmes is improving income and living conditions for the
communities that neighbour conservation areas, for example through tourism, forest
management, fishing or handicrafts. Local people should actually benefitfrom conservationand
the sustainable use of natural resources. This makes them more accepting of conservation
areas and more likely to protecttheir boundary zones and biological corridors.
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Madagascar: protecting ecosystems, combating poverty

A biodiversity hotspot

Madagascar is a biodiversity hotspot: its variety ranges fromlemurs and geckos to Madagascar is particularly rich in

tropical rainforests and mountain cloud forests. Nearly three quarters of animal and plant species. Nearly three quarters of plant
species are only found there, making them endemic. However, a range of exploitation and animal species are only found
interests threaten this natural paradise: since the turn of the millennium, the country’s there, making them endemic. Kfw
foresthas been shrinking atan average rate of 1% per year — primarily due to clearance helps to preserve this “paradise”.

for agriculture, to produce charcoal and also throughillegal logging of valuable woods. It
is now difficultto find pristine landscapes and primary forests outside of protected areas,
meaning thatthese play a particularly importantrole in preserving biodiversity in this
island nation.

Madagascar has 147 conservation areas covering atotal ofarea of six million hectares.
Onethird ofthis is managed by the organisation Madagascar National Parks (MNP)
which, however, faces numerous challenges: the conservation areas, some of which are
small, are spread throughoutthe country. The park authority lacks the staffand the
funding to protect nature effectively. To enable efficient management, MNP therefore
needs international funds as well: on behalfofthe Federal Ministry for Economic
Cooperationand Development (BMZ), KfW is providing MNP with EUR 12 million by 2022,
making itthe organisation’s main bilateral donor.

Of the funds, EUR 2 million are earmarked for local communities. Madagascar is
particularly rich in species butis among the world’s poorest countries. Thisis why it is
importantto preserve biodiversity here, both as a global public good and as the basis for
the population’s livelihood. MNP also takes the local population’s concerns into accountin
a highly targeted manner.

The example of the Ankarafantsika National Park in the north eastof the country
illustrates what this means in practice. It has the highestlevel of protected status, meaning
that hunting and logging are prohibited. Nonetheless, its existence is beneficial to local
people because itacts as an importantreservoir, providing water for the neighbouring rice
fields. KW and MNP have also undertaken — and notjustat Ankarafantsika—to comply
with World Bank standards setting outthe procedure to be followed if protective measures
do impose certain restrictions. Local people can also have their say in park management,
they carry outthe majority of patrols and are responsible for other work in the
conservationarea. In 2017, EUR 125,000 went to neighbouring communities, including
salary costs. Thatequates to half of the total costs ofthe conservation area. Tourist
guides turned over an additional EUR 32,000. Communities profitdirectly.

On top ofthis come supplementary measures like the construction of schools, health units
and a better water supply, whichare financed using ashare ofthe admission fees. MNP
operates similarly in the other parks. Thisis all due to a belief that conservation can only
be effective inthelong termif it does notdisadvantagelocalpeople. Findingagood
balance in this area is Kf\W DevelopmentBank’s stated aim.

For poorer countries or countries with limited income from tourism resulting from conservation
areas, the task ofkeeping things running and covering costs for things like fuel, spare parts,
renovationsand PR work, can be a huge challenge. So, itis all the more importantto make sure
partner countries receive supportin setting up permanentfinancing mechanisms for their
conservation systems.

Forthisreason, KfW has spentthe past few years helpingto setup a number of environmental
funds, known as Conservation Trust Funds (CTFs), usually in the form of non -profit charitable
trusts. Thesetrust funds normally receive public and private funds and — using recurring
revenues and interestincome — permanently contribute to the financing of conservation areas.
KfW currently promotes 19 CTFs with a total volume of almost EUR 630 million. These help with
the long-term safeguarding of 183 conservation areas, covering an area of over 690,000km?
(see Annex 1).
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Caucasus: protection for the legends of nature

A nature fund

With the Caspian Sea on one side and the Black Sea on the other, the Caucasus is a A fund for sustainable conservation

biological crossroads. Plantand animal species from Europe, Central Asia, North Africa financing in the Caucasus was setup
and the Middle East come together No fewer than 6,400 species of vascular plants alone, back in 2008. It blazed a trail for
such as mosses and ferns, grow here. There are also many species thatcan only be numerous other funds that

found in the Caucasus, such as the Caucasian black grouse and the Caucasian leopard. subsequently followed.

The region’s natural diversity is so greatthatthe World Wide Fund for Nature (WWF) and
Conservation International (Cl) have declared the region to be one of the world’s 36 most
important “biodiversity hotspots”.

Ecosystems are at greatrisk in the Caucasus, too. Dozens of theregion’s species areon
the red listfor being at the brink of extinction due to deforestation or the construction of
largeroads and bridges. In order to counteractthis trend, a few years ago the three
Caucasian countries of Armenia, Azerbaijan and Georgiadeclared roughly 10% of their
territory as a conservation area. However, they lacked the funds to sustainably manage
the reserves and forests and to use agricultural and animal husbandry practices thatare
in tune with nature in the surrounding area.

That is why the Caucasus Nature Fund (CNF) was set up in 2008 as a conservation
foundation thatwas intended to permanently close the financial gap and helpto preserve
biodiversity. Itis now recognised as a stable and constantfinancing partner and itco -
finances protected areas in Armenia, Azerbaijan and Georgia. Itis steadily expanding its
programme and is now contributing financiallyto 15 conservation areas, covering more
than 660,000 hectares of land. CNF notonly assists with operating, salary and
procurementcosts, for example forrangers and park employees, fireengines and jeeps,
but also with theimplementation of management plans in accordance with international
standards.

The German Governmenthas played an activerolein the establishmentand
developmentofthe CNF and it has contributed EUR 55.7 million to date through KfW.
The fund also receives substantial supportfromthe WWF as well as other private and
institutional conservation organisations. Since 2018, KfW has also been financing eco -
corridors on behalfofthe Federal Ministry for Economic Cooperation and Development
(BMZ). These connect multiple conservation areas with one another. This turns individual
patches of unspoiled nature into aspecies-rich mosaic of protected habitats, piece by
piece. To enable the process, agreements are concluded with communities and
participatory plansare developed for biodiversity-friendly land use. The conservation
agreements include compensation for initialloss ofincome and assist with the transition
to sustainable and more productive land use.

In this way, the eco-corridors preserve biodiversity on two fronts: they increase species
diversity justby ensuring that people interact more carefully with nature. Through the
connections thatthey build between the conservation areas, they also enlarge the habitats
and migration routes for wild animals —especially those atrisk of extinction. And above all,
they create a more harmonious relationship between humans and nature because they
allow enough room for both to live and go abouttheir business. The combination of
conservationthroughthe CNF, eco-corridors and the local population has proven
particularly effective.

The Caucasian leopard is alive, not least thanks to a proactive conservation policy. Photo: WWF Caucasus/wildlife camera
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3.2 Forest conservation and management

Forests fulfil a number of importantecological functionsand provide essential ecosystem
services. As the “lungs ofthe planet”, they supply oxygen, regulate the climate and water cycles,
protectagainsterosion (and thus stop siltation at hydropower stations), store drinking water,
produce valuable natural resources, food and medicinal products, cushion the effects of storms,
and enable endangered species to survive. Especiallyin rural parts of many poorer countries,
forests are also an importanteconomic factor that offers long -term developmentprospects.

People have been transforming areas of forest for millennia, mainly so they can be used for
agriculture. Accordingto estimates, over two billion hectares ofland around the world have
already been deforested or losttheir original functionto agreat extent. Between 2015 and 2020,
deforestation was estimated to be occurring ata rate of 10 million hectares per year.
(Re)forestation therefore generally plays an importantrole in the three Rio Conventionsand
internationalenvironmental processes. For example, the strategic plan for the Conventionon
Biological Diversity includes the goal of restoring at least 15% of degraded ecosystems.

Indonesia: using forests sustainably

Indonesiaemits around 1.8 billion tonnes of CO2annually. Many ofthese emissions stem
from the deforestation and slash-and-burn clearance of virgin and peat forests, which
serve as importantcarbon sinks and make a valuable contribution to the country’s
biodiversity. Therapid spread of palm oil plantations due to the growing demand for raw
materials is one ofthe reasons for the large-scale deforestation of Indonesian forest
areas. The Indonesian-German forest programmes were developed to address the
problem of deforestation and slash-and-burn clearance. These programmes aim to
develop and implement sustainable forest management methods and to protect natural
habitats. Forestprotectionreduces greenhouse gas emissions, thereby positively
impacting the achievement of national climate targets.

The firstprogramme (Forest Programme ) was launched in 2008 and will investaround
EUR 20 million by 2022 in activities to establish sustainable forestmanagementin
Kalimantan. Implementing forest conservation measures and highlighting the resulting
climate impacts creates incentives for public and private investment within the REDD+
mechanism (Reducing Emissionsfrom Deforestation and Forest Degradation). These
contributions help to implement strategies for sustainable forest protection.

Forest Programme Il is being implemented in Jambi, Sumatra, with EUR 23 million. The
focus of the programmeis the rehabilitation of water catchmentareas, improved forest
and land use management, the promotion of biodiversity and community -based activities
that contribute to the success ofthe project. Forest Programme lll (EUR 13 million) is
being implemented in the buffer zone of the Lore Lindu National Park in Central Sulawesi.
In this programme, as well as measures to protectkey species and maintain forests,
communities adjoining the park will receive supportto establish sustainable land use
methods. Participatory patrols preventillegallogging and atthe same time involve the
local populationin the project activities.

The Indonesian Government’s efforts are showing signsof success: the annual
deforestation rate decreased fromover one million hectares to halfamillion hectares.
The forest programmes funded by KfW also supportthese impacts. Successful forest
rehabilitation measures improved water managementin the projectareas. In many
locations, the local population was helped notonlyto protect habitats through sustainable
forestmanagement, but also to generate additional income. Each forest programme
relies on participatory planning processes with all stakeholders. Another exampleis the
developmentofaconceptto survey carbon stocks of forestareas using satellite data and
field studies with the participation ofthe relevant municipalities.
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Home to flora and fauna
Forests are the habitat of more than
75% of all land-dwelling animal and
plant species.

Forest conservation in
Indonesia

Various forest programmes in
Indonesia are showing signs of
success: the rate of deforestation has
roughly halved.
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Rich forests, a plethora of species. Madagascar’s fabulous nature is also at risk. Photo: Alice Elfert.

As the originator ofthe conceptof sustainability over 300 years ago (the term originally came
from the German forestry industry), Germany has developed extensive expertisein this field and
thus provides its partner countries with ahigh standard of supportin forestconservation. In
particular, ithas strong knowledge in the field of near-natural forest cultivation that preserves
biodiversityand ecosystemfunctions—knowledge thatis importantfor financial cooperation.
Near-natural forest cultivation has since become something of a German export, which KfW has
been promoting across the globe for over 25 years. German universities are internationally
regarded as an elite training ground for this form of forestry. Germany is also home to the Forest
Stewardship Council (FSC), arespected international institution that certifies wood produced in
sustainably managed forests.

Working on behalfofthe German Federal Government, KfW finances reforestationand the
replanting oftrees. As the economies of developing countries have grown —as was previously
the case in Germany — there have been enormous amounts oflogging, with the associated
consequences for water supply, air quality and agriculture. Restored and varied forest
landscapes helpto provide ecosystemservices to the population. The bank also promotes the
sustainable management of existing forests, especially in Asiaand Latin America. However, the
sustainable use of forests still has to win over local populations, who often depend on the forest
as aresource. Forinstance,wood is used to generate energy, while large areas of forests are
cleared to plantsoybeans or rear cattle. Dependingon theregionin question, KW programmes
for forest managementare often a combination of the following elements:

- Investment in control and management infrastructure for state authorities: in
orderto improvelocal legal and investment security, for instance through decentralised
administrationand checkpoints, vehicles, control technology, and in order to meet
social and ecological criteria —including training

- Investment in productive infrastructure: in orderto improvelocal infrastructure, for
example, with investments in rural roads and in areas of afforestation and forest
management

- Promotional funds and programmes for local and indigenous forest owners: in
orderto create incentives and change individuals’ behaviour, for example, by promoting
individual investments for reforestation.

In additionto reducing CO2emissions by avoiding deforestation (Reducing Emissions from
Deforestation and Degradation (REDD+)) and promoting something known as deforestation-free
supply chains, forestand landscape restoration (FLR) is one ofthe three pillars thatformthe
basis of the Federal Ministry for Economic Cooperation and Development’s international forestry
policy. KfW finances relevant projects in all three areas.
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An estimated 1.6 billion people, or
25% of the world’s population, rely on
forests for their survival, their
livelihood, their employmentand their
income.
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Restoring forest landscapes

An importanttarget ofthe internationalcommunity is to restore deforested and degraded forest Restore

landscapes and to reforestareas having suffered from deforestation, notleastfor climate One concept tgathfjesc"'b?s th?f

protection andrural developmentreasons. One conceptin thisareais FLR. Itincorporates both restoration and afforestation of forests

. L . . . , . . where logging has taken place or

ecological and social improvements. This means thatit combines aforest’'s ecological functions which have been degraded is known

with its productive use, from which the local population can benefitin turn, for example through as FLR: Forest Landscape

increased income. The FLR approach also incorporates agroforestry systems®, which have both ~ Restoration. itcombines
logical and icad t ‘thevi biodi it d tect fields f th environmental protection with

ecological and economicadvantages; they increase biodiversity and protectfields fromthe productive use of the forest.

effects of climate change. Furthermore, they help to keep soil fertile and reduce erosion, which in

turn makes plants moreresistantto pests and reduces the use of pesticides.

FLR contributes to the achievementofthe SDGs set out in the 2030 Agenda by, among other
things, securing the supplyoffood and power, fighting poverty, preserving biological diversity,
and protecting the climate. In the 2014 “New York Declaration on Forests”, the international
community decided to restore 350 million hectares of degraded forestlandscape by 2030. This
new target corresponds to an areathe size of India. The German Federal Governmentalso
signed the declaration. Participants in New York also agreed to end global deforestation entirely
by 2030. FLR can play an importantrolein this process.

Together with Norway and the United Kingdom, Germany signed up to the GNU Initiative, which
aims to extend the commitmentunder the New York Declaration using joint programmes and
improved coordination. In 2015, the New Partnership for Africa’s Development (NEPAD®), the
German Federal Ministry for Economic Cooperation and Development, the World Bank (BMZ)
and the World Resources Institute (WRI) setup the African ForestLandscape Restoration
Initiative (AFR100) with the aim of restoring 100 million hectares of forest by 2030. Sincethen,
30 African countries have agreed to contribute around 126 million hectares to this initiative —so
even more than was originally planned. KfW has already allocated commitments for Ethiopia,
Cameroon and Madagascar for AFR100.

Deforestation-free supply chains

A key driver of global deforestationis the conversion of forests into agricultural land to enable
the productionof palmoil and soya, forinstance. In order to reduce deforestationrates, the
Federal Ministry for Economic Cooperation and Development (BMZ) is promoting deforestation-
free supply chains which use sustainable agricultural crop cultivation methods and land use
systems. Deforestation-free supplychains bring forest conservation and sustainable agriculture
into harmony with each other.

Through the eco.business Fund, KfW supports deforestation-free, resource-conserving and
biodiversity-friendly production methodsin Latin Americaand, going forward, in Sub-Saharan
Africa. The innovative fund structure uses public funds to break down barriers in the market and
mobilises additional private capital for small and mid-sized enterprises that produce to voluntary
sustainability standards. This enables the fund to notonly establish alternative production
methods and corresponding sustainability standards, butitalso simultaneously acts as an
instrumentforredesigning the financial system and the economy to make them more
ecologicallyfriendly (seethe box on the eco.business Fund in the “Trends” section).

5 Agroforestry combines elements of agriculture with forestry
Now the African Union Development Agency (AUDA)
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Sustainable coffee production in Nicaragua. Photo: Thomas Buhl.

Latin America and Africa: eco.business Fund

In Africain particular, despite significant progress, hunger and malnutrition remain a
serious problem. The situation is exacerbated by a population growth rate that is among
the highestin theworld. As a result, Africa needs notonly more agriculture, but also more
intensive agriculture. However, farming cannot be expanded atthe expense ofthe
environmentand the climateifit isto become a sustainable long-term model. This means
that Africa must reconcile its economic growth and its increasing demand for food with
environmental principles. This applies above all to the preservation of forests and
biodiversity—the continentis particularly rich in both, but both are also exposed to
considerable pressure.

Thisis why the economy must transition to a “green economy”, which requires incentives
and capital. The eco.business Fund works towards thisgoal and promotes economic
activity that contributes to the sustainable use of raw materials and the preservation of
biodiversity. In the process, italso helps to mitigate climate change and adaptto its
negative impacts. The fund was established in 2014 by KfW Development Bank on behalf
of the Federal Ministry for Economic Cooperation and Development (BMZ) together with
Conservation Internationaland Finance in Motion. It concentrates on four areas:
agriculture and forestry, tourism, fishery and aquaculture.

The eco.business Fund exclusively promotes companies that replace conventional
production processes with sustainable methods. To this end, it brings together private
and public investors who assume different levels of risk. The involvement of public
institutions creates a risk buffer for other investors — this makes the fund more appealing
and attracts more private capital. The fund generally grants “green credit lines” to local
banks, which in turn extend loans to local companies. They must have sustainability
certificates from the Rainforest Alliance or FSC, for example, or be striving to acquire
them or implement a sustainable measure that meets the green fund principles.

Its work began in Latin America and the Caribbean where it has disbursed loans of more
than EUR 570 million to ultimate borrowers since its formation. It has already achieved a
lot in this area, such as promoting sustainable cocoa farming in Ecuador and
environmentally friendly coffee in El Salvador. Overall, in a short period of time, it has
helped to protect more than 90,000 hectares of land from deforestation, which is
equivalent to nearly 130,000 football pitches. Furthermore, around 5 million tonnes of
CO2 were stored through agroforestry, equivalent to the per capita emissions of around
600,000 Germans.

Given its success in Latin America, an offshoot was also set up in Sub-Saharan Africa in
late 2019. Based on the innovative and successful concept from Latin America and the
Caribbean, it provides banks in these countries with green credit lines, but also directly
supports companies and cooperatives if they commit to environmentally friendly
economic practices. The focus is on production practices that preserve forests, not least
because of climate change mitigation.
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Restructuring the economy to improve
sustainability is an important mission
for our age, and one that KfW is
committed to.
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Providing compensation when deforestation is prevented

In orderto reduce greenhouse gas emissions owingto deforestation, the countries that are party
to the UN Framework Conventionon Climate Change (UNFCCC) have agreed the REDD+
approach. The basic conceptconsists of rewarding governments andlocal people for preventing
and reducing deforestation. The conditions and the methodological rules and regulations for
results-based payments were defined in whatis known as the “Warsaw Framework”in 2013. In
orderto preventdisplacementof deforestation within acountry, evidence mustbe provided of
forestconservationand COz2savings atnational or regional level.

KfW is implementing the REDD Early Movers Programme (REM) on behalf of the Federal
Ministry for Economic Cooperation and Development (BMZ). It aims to reward pioneersin the
protection offorests and the climate for their services to forest conservation. So far, five
componentsofthe programme have been implemented in three countries: in the Brazilian states
of Acre (one phase completed, one ongoing) and Mato Grosso, in Colombiaand in Ecuador. The
Federal Ministry for the Environment, Nature Conservation and Nuclear Safety (BMU), Norway
and the United Kingdom co-finance the individual components. By 2020, EUR 160 million were
disbursed for deforestation thathad been prevented. Remuneration was provided for emission
reductions totalling nearly 37 milliontonnes of COz equivalent (tCOze) that had been been
discontinued; this means thatthey cannotbe compensated for again. This corresponds to the
annual COz emissions of around 20 million cars in Germany. In addition, the REM partner
countries have discontinued afurther 35 million tCO2 as their own contribution and as risk
provisions, meaningthatthe programme has already achieved an overall contribution of

71 million tCOzetowards climate protection.

Ecuador: REDD for Early Movers

Ecuadoris home to 5-10% of the world’s species. The majority ofthese are in the
Amazon Rainforest,the Andes and on the coast. Together, these habitats cover 58% of
the country. Various groups of peoplelive there, including indigenous people, Afro -
Ecuadorians, the Montubio (Mestizo) and local communities.

The country isimplementing a series of effective forest conservation mechanisms, such
as the Socio Bosque programme. With its assistance, in an eleven year period Ecuador
has placed 1.6 billion hectares of forestunder the protection oflocal groups and
indigenous peoples. The country concluded a REDD+ action plan covering this, in order
to drive forward climate and environmental protection and strengthen community
development. The comparatively low (and, in recentyears, decreasing)levels of
deforestation formthe basis for the partnership with Ecuador under the REM programme.
Forthis partnership, the Federal Ministry for Economic Cooperationand Development
(BMZ) has provided EUR 11 million in funding and Norway has provided around EUR 30
million.

This compensates for the reduction in deforestation between 2015 and 2019. The partner
on the Ecuadorian sideis its Ministry of Environment (MAE). Through benefitsharing,
70% ofthe funds go towards local implementation. This includes forest conservation by
rural and indigenous communities, restoration and afforestation activity, direct promotion
of sustainable products (non-wood forest products), commercialisation of deforestation-
free products and the financing of initiatives by indigenous communities. 30% of the funds
contribute to improvinaforestaovernance.

3.3 Coastal and marine conservation

The planet’'s oceans coveragood 70% ofits surface and play a central role in sustaininglife on
Earth. They fulfilimportant climate-regulating functions, produce half of the world’s oxygenand
make a key contributionto food security thanks to their high level of biodiversity. Fishis acrucial
source of nutrition for nearly three billion people. More than 500 million people around the world
are directly orindirectly dependenton fishing. For these people, coastal regions are both a place
to liveand a place to work. The majority of fishing takes place in developing countries, where
increasing numbers of people are gathering in coastal regions. Today halfoftheworld’s
populationalready lives in these areas.

Overfishingofthe world’s oceans has now become a serious problem: around 90% of fish
populations are deemed to be fully exploited or already overfished. Aquacultures are playing an
increasingly importantrole, supplying around halfofthe fish consumed by humans. For decades,
aguacultures have been the fastest growing sector in global food production, rising by around
8% each year.

No. 12/2020, KfW Development Bank — Materials on Development Finance

A reward
With REDD+, local peopleare

rewarded for preventingand reducing

deforestation. The funds are only
disbursed when evidence of CO»
savings is provided.

Marine ecosystem
The oceans produce half of the
world’s oxygen, trap CO,, provide

food for much of humanity and boast

high levels of biodiversity.

18



Intact underwater world. Photo: coral reef image bank / photographer: Jayne Jenkins

Global: a “blue fund” for marine conservation

Blue Action Fund

Off the coastof Ecuador, Colombia, Panama and Costa Rica, the Pacific is particularly The fund now supports nine marine

rich in differentspecies. Itis also hometo the legendary GalapagosIslands with their conservation projects worldwide, with
unique floraand fauna. Many naturalists, including Charles Darwin, were always another ten due to come on board in
fascinated by the islands’ beauty, even temporarily earning themthe name “Islas the next two years.

Encantadas” (“enchantedislands”). The Galapagoslslands are now a UNESCO World
Heritage Site, and parts of the eastern Pacific Ocean surroundingthem are also
protected.

However, the area’s biodiversity makes iteconomically attractive as well and it is
therefore at risk of being heavily exploited and overfished. In order to bring ecology and
the economy into harmony with one another, Conservation International (Cl) helpslocal
communities to practice sustainable fishing methods. This includes better equipment,
warehousing and fish processing, as well as managementand control plans to protect
stocks.

The programme in this sensitive marine area is one of nineongoing projectsthat the Blue
Action Fund (BAF) is currently promoting in Latin America, Africa and Asia. It aims to
preserve marine biodiversity for future generations and itinvests in coastal and marine
conservationaroundtheworld in order to achieve this. The Federal Ministry for Economic
Cooperationand Development (BMZ), in collaboration with KfW, founded the BAF in
2016 in the legal form of a non-profitcharitable trust. It finances projects of non-
governmental organisations (NGOs), which can enhance and expand their work through
access to public funding.

Supportis available for projects that establish new conservation areas, expand or better
manage existing ones andimprove the living conditions oflocal communities through
sustainable management of marine resources. Interested NGOs can submit project
proposals. When selecting projects, the BAF observes any national and regional
protection strategies and makes sure projects are consistentwith the UN Convention on
Biological Diversity, the 2030 Agendaand the Federal Ministry for Economic Cooperation
and Development’s 10-pointaction plan for marine conservation. The International Union
for Conservation of Nature and Natural Resources (IUCN) works with the BAF to select
projects.

The fund is now also financed by Sweden and France, which joined in 2017 and 2018.
This means that the BAF has an endowment fund of EUR 93 million. The fund is open to
further donors as itlooks to expand its reach, step by step. In 2020, four additional
projects are expected to join the nine ongoing projects, with afurther seven to ten
programmes due to be added in 2021. And with each additional financier, the
commitmentto the oceans and coasts can be further increased —around the Galapagos
Islands and elsewhere.

Nevertheless, this growth also goes hand-in-hand with growing demand for fish meal and oil
from the catching sector for feed. Moreover, non-sustainable production methods used in
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aquacultures can be just as dangerous as destructive catching methods. This makes private
certification initiatives such as the Marine Stewardship Council (MSC) and the Aquaculture
Stewardship Council (ASC) all the more important; their market share in western industrial
countries is growing. These measures enable consumers to promote sustainable aquacultures
and fishing methods by making conscious purchasing decisions.

Climate change will continue to increase the temperature of the oceans and cause sea levels to
rise, with theresult that coral reefs around the world die off, making thousands of kilometres o f
coastlinemore vulnerable to stormtides. It also means the loss of refuges for many species of
fish and could push millions of people even deeperinto poverty. Marine and coastal protectionis
correspondingly importantand its significance in KfW'’s portfolio—in accordance with the Federal
Ministry for Economic Cooperation and Development’s 10-pointaction plan’for marine protection
and sustainable fishing —has risen steeply in recentyears.

Forexample, KIW promotes investmentin the conservation o f marine biodiversity and a
sustainable fishing industry to the same extent. The number of KW projects in the marine and
coastal sector has been rising since 2014.

Sustainable fishery is a decisive step towards preserving the oceans as intact ecosystems.
Photo: KfW Group/Eric Madeja, Connect Ocean

" German Federal Ministry for Economic Cooperation and Development (BMZ) (2016):
Meeresschutz und nachhaltige Fischerei. 10-point action plan.
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Coral at risk

Around a quarter of all marine species
live in coral reefs; however, in 2030,
90% of these were put at risk through
human activities and climate change.
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4. Outlook and trends

International conservationis largely determined by the UN Convention on Biological Diversity
(CBD). The CBD’s new 10-year strategy, which the group ofcountries is currently in the process
of negotiating, will once again contain 20 goals. Itwill build on the previous goals but will
increasethelevel ofambition. Accordingto IPBES, this will require a reversal of social and,
above all, economic trends.

Despite some success, it will only be possible to preserve nature and its outputs in thelong term
if —in addition to protective and conservation measures — policies are putin placeto more strictly
regulate use of land and resources and divert production and consumptiontowards sustainable
channels. Integrating biodiversity concerns into other aspects of human development
(“mainstreaming”) is also likely to become more significant, as the main causes ofspecies loss
are found in other sectors. This is reflected in the following trends which willalso play alarger
role for KW goingforward:

Trend 1: “30-by-30”

Accordingto IPBES’s global situation report, up to one million species ofanimals and plants are
facing extinction, and for many this will occur in the nextfew decades. This means that today,
the rate at which species aredyingoutis up to one hundred times higher than the average rate
of thelast ten million years. The ability of ecosystems around the world to provide outputs that
are essential for survival also decreased. This is despite the global commitmentto conservation,
withoutwhich the environmentwould be in an even worse situation.

Accordingto figures in Global Biodiversity Outlook 5, investments in conservation between 1996
and 2008 reduced the risk of extinction for mammals and birds by a median value of 29% per
country. Itis also importantto maintain and increase investmentin preserving ecosystems that
are still largely intact. Around the world, between USD 87 and 91 billion go towards preserving
biodiversity each year. However, the amount needed is between USD 150 and 400 billion.8As
such, there is a chronic shortfallthatis likely to increase further.

Effectively and fairly managed conservation areas are still a key way to preserve nature’s riches.
Thisis why the newdraft ofthe CBD strategy still provides that at least 30% of land, marine and
freshwater ecosystems should be protected by 2030, with at least 10% heavily protected. To
avoid therisk of conservation areas only existingon paper, however, itis necessary to address
questions of fairness and management effectiveness.

KfW Development Bank’s contribution

KfW DevelopmentBank’s aim is to fully preserve natural habitats. It invests justover EUR 1.5
billion in marine, land and hybrid protected areas. The promoted areahas grown in the pasttwo
years by an area roughly equivalentto the size of ltaly and covers 1.62 million km?. As well as
designating new areas, KfW is committed to ensuring that conservation areas are managed
more effectively, that local communities are more involved and thatthey have alternativeincome
generation methods.

Furthermore, KfW is supporting partner countries in developing long-term financing mechanisms,
such as through Conservation Trust Funds (CTF) or eco and green funds. These funds support
private companies which have apositive effecton conservation, typically in the sustainable
agriculture, fishing, agroforestry, ecotourismand green infrastructure sectors. On the other hand,
CTFs using aregular stream ofincome and interesthelp to securethe financing of protected
areas for thelong term. In this way, they also raise awareness of biodiversity in the country and
mobilise additional public and private funds. They hold the private sector to accountand actas a
platformto coordinate donorsand enable coordination between donors.

8 Report of the High-Level Panel on Global Assessment of Resources for Implementing the Strategic Plan for Biodiversity
2011-2020” (CBD (2014): https:/AMwww.cbd.int/financial/hip/doc/hlp-02-report-en.pdf)
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Investmentsin conservationhave
reduced the risk of extinctionfor
mammals and birds by a median
value of 29% per country.
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KfW DevelopmentBank is working closely with conservation organisationsin an effortto make
the most of their specific strengths. From KfW'’s perspective, theseinclude:

- Political strength: helpsto facilitate political decisions critical to success;
- Specialist expertise: ensures the quality of projects;
- Local presence: makes sure that funding actually reaches people;

- Integration into civil society in partner countries: creates a broader social basis for
conservation;

- Long-term involvement: improves the sustainability ofthe projects’impact.

KfW works with many environmental organisations, though the Worldwide Fund for Nature
(WWF), Frankfurt Zoological Society (ZGF) and the International Union for Conservation of
Nature (IUCN) are particularly important partners. KW DevelopmentBank signed acooperation
agreement with ZGF in 2012. Jointprojects are underway in Tanzania, Ethiopia, Vietnam,
Zambia and Ukraine.

National park in Cameroon. Photo: KfW Photo archive/Fred Hoogervorst

KfW DevelopmentBank and the WWF have enjoyed apartnershiplastingover 25years. They
firstworked togetherin 1992/93, cooperating onaprojectin Céted’lvoire to protect Tai National
Park, a UNESCO World Heritage Site. KW is currently working with the WWF in several
countries, including Madagascar, Cameroon and Laos, as well as on a tiger programme in Asia
and the Blue Action Fund. Theregional focus oftheir work is Africa, whilethefocus in terms of
contentis on conservation areas and their sustainable financing, like the projectin the
Caucasus, for example.

KfW developed the new promotional concepts for marine conservation (Blue Action Fund) and
tiger protection in cooperationwith the IUCN. The IUCN is also an importantimplementation
partner,includingin Central Americaand in the Kavango-Zambezi protected area (KaZa) in
Southern Africa.
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Frankfurt Zoological Society.
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Trend 2: Biodiversity and climate

Biodiversity and global warning are closely linked, as climate change is among the main drivers
of extinction. The overall risk of species dying outincreases as the temperature of the Earth
rises. Endangered ecosystems such as coral reefs could shrink to less than 1% oftheir former
size if temperatures rise by 2°C. Itistherefore crucial for nature and ecosystem outputs that
global warning is limited to well below 2°C. On the other hand, intact ecosystems are essential to
climate protectionand adaptation because, among other things, they store more carbon than
degraded systems and are better able to cope with the effects of climate change.

Nonetheless, some climate protection and adaptation measures are implemented even though
they harm biodiversity, such as afforestation with monocultures that offer little as a habitat for
floraand fauna. More work should be undertaken to effectively identify and make use of
synergies between the areas, so that conservation, climate protection and climate adaptation
become mutually reinforcing. Today, the overwhelming majority o f measures which have
biodiversity as their primary aimor as a secondary aim already contribute to climate change
reduction or mitigation as well (279 of 312 ongoing measures).

Nature-based solutions (NbS) can be particularly valuable here. Instead ofrelying exclusively on
technical solutions, NbS use ecosystems and their outputs to counter societal challenges like
climate change, while also ensuring human well-being and biodiversity.® Coral reefs and
mangrove forests, for example, are nature-based alternatives to coastal protection using walls.
They usually costnowhere near as much and produce additional benefits: mangrove forests act
as importantspawning groundsfor fish, meaning thatin many developing countries they also
contribute to food security and are a source ofincome for peoplelivingon the coast. Whatis
more, they store up to threeto fivetimes as much CO> as forests on land.

KfW Development Bank’s contribution

KfW DevelopmentBank is among the largestfinanciers of climate protection and biodiversity.
Going forward, the whole group will be even more rigorous than before in ensuring sustainability.
As part ofa group-wide “Roadmap Sustainable Finance”, solutions were developed to manage
business strictly in line with sustainability criteriaand to systematically evaluate climate risks.
This helps KfW to progress itself, butas a financial institution italso has the capacity to formand
shapeopinion. As a promotional bank, KfW sees its role as being to drive forward the world’s
transformation towards taking amore responsible attitude towards climate change and to
continuously develop its own promotional products, standards and processes.

NbS approaches will be used extensively in KW DevelopmentBank projects. They include the
restoration of ecosystems (for instance, through FLR), ecosystem-based adaptationand
reduction (such as through REDD+), ecosystem-based managementapproaches (e.g.
integrated coastal zone management) and ecosystem protection. In the Caribbean, small island
states are affected particularly heavily by climate change, including by rising sealevels.
Sustainable use and restoration of selected ecosystems (especially coral reefs, mangroves and
seagrass beds) helps to secure the services that ecosystems provide, such as protection against
flooding, and preserveincome forlocal people, including fromtourism, fishing and agriculture.

Trend 3: Biodiversity and health

The global spread of SARS CoV-2 is a significantfactor in changing our perspectiveon the
relationship between humans and the environment. 60% of human illnesses overalland 73% of
allnew human ilinesses have zoonoticorigins, meaning thatthey have jumped from animals to
humans.10

If humans encroach on nature, degradeitand drive wildlife out, using the animals or associated
animal products for commerce, this increases contact between humans and animals and paves
the way for pathogens to spread. Numerous studies have shown thatthereis a connection
between deforestation and the spread of various diseases like Lyme disease and malaria.

® Cohen-Shacham et al. (eds.) (2016). Nature-based Solutions toaddress global societal challenges. Gland, Switzerland:
IUCN. https://portals.iucn.org/library/sites/library/files/documents/2016-036.pdf

Y\wWoolhouse M & Gowtage-Sequeria S (2005) Hostrange and emerging pathogens. Emerging Infectious Diseases 11(12);
Jones KE et al. (2008) Global trends in emerging infectious diseases. Nature 451:990-994
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However, these are far from being the only interdependencies between biodiversity and human
health. Using large amounts of chemicals in agriculture also impacts negatively on bio diversity
and on human health. In developing countries, 25 million people per year suffer acute pesticide
poisoning.t Pharmaceutical products can also release active ingredients that damage flora,
fauna and ecosystems. Improper use of antibiotics in agriculture also increases therisk that
disease-causing bacteriadevelop resistance. All of these examples show that human, animal
and environmental health (“one health”) is connected. That means that protectingthe
environmentis ultimately beneficial for human health.

Conservationand protected areas notonly offer arefuge for wildlife; they also provide people
with ecosystem services thatare essential to survival. Theseinclude the oxygenthatwe
breathe, the water we drink, and —through pollination —the food we eat. Preserving species
ensures that humans can access them in future, to cultivate crops or develop medicines. Green
spaces are also proven to benefithuman well-being, both physical and mental. In turn,

agriculturethat is ecological and conserves resources offers food security without fundamentally

depleting resources.

KfW Development Bank’s contribution

KfW'’s wide-ranging commitmentto protect biodiversity, especiallyin conservation areas, is also
immensely importantto human health. Protecting and restoring ecosystems and designating
conservation areas and protected corridors help to preserve natural habitats. Managing these
areas effectively and fairly is a good way to combat poaching and offers neighbouring

populations alternative sources ofincome. And itis importantto finance conservation areas right

now, during the coronavirus pandemic; transportis restricted andincome fromtourism has dried
up, while healthcare systems and economic recovery have taken priority. As such, many
conservation areas run therisk of being underfinanced. Their continued existenceisin danger.

KfW DevelopmentBank also promotes the sustainable use of natural resources, through
ecological agriculture (for instance, through the eco.business Fund) or sustainable fishery (such
as in Madagascar). In the future, cross-sectorcooperation will become even more important,
especially closer partnership between the management teams in conservation areas and
veterinary surgeons. As previous outbreaks ofillnesses like Ebolawere preceded by waves of
disease among animals, better observation of wildlife can help to identify and preventinfections
in a timely manner.

Conclusion

Biodiversity is notyetas importantatopicin the public consciousness as itneeds to be. Thatis
all the more the case during the coronavirus era. Health concerns appear more important, and
economic and social issues are also a priority. If ecological topics play arole at all, then climate
changetendsto be the key theme, even though global warming has been pushed downthe
priority listduring the coronavirus pandemic. Itis easy to overlook the factthat both our health
and our continued economicand social progress have no prospectofsuccess ifwe do not
protectthe climate and preserve biodiversity. We must notbite the hand thatfeeds us. This is
why a commitmentto biodiversity may currently be more importantthan ever.

1 WHO and SCBD (op. cit.)
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Nature as a pharmacy
Penicillins and nine out of the thirteen
main classes of antibiotics come from
natural microorganisms. Around three
quarters of antiviral and anti-parasite
medicines thatwere newly approved
in the USA between 1981 and 2010
were also manufacturedusing natural
products.

Greater awareness

Biodiversity loss and climate change
are among the greatest ecological
risks of our time. However, in contrast
to climate change, thereis a lack of
public awareness of biodiversity loss.
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2 KfW Conservation Trust Fund (CTF) portfolio, Frankfurtam Main, August 2020
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