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1 Introduction

To support the second part of Objective 2 the following Research Question (RQ) was agreed by Natural
England and the project’s Expert Advisory Group (EAG)":

Objective 2

To explore how different legal and governance structures relate to efficiency,
effectiveness, equity, and legitimacy of coastal partnerships and how they enable or
prohibit their capacity to support the delivery of nature recovery.

RQ5 What experience and opportunity exists to broaden the funding base to support MNR
projects and what (if any) role could Coastal, Estuary and Marine Partnerships (CEMPs)
support?

Research Summary Three describes the approach to meeting the second part of objective 2 through
desk-based research and an interactive workshop with participants (WP$5) and brings this together with
findings drawn from packages WP2 (mapping), WP3 (survey) and WP4 (interviews). It should be read in
conjunction with the main report ‘Partnerships for Marine Nature Recovery: An evaluation of the
effectiveness of coastal, estuary and marine partnerships to support marine nature recovery’.

1.1 Current Funding of Coastal, Estuary and Marine Partnerships

The UK is unique in having an established set of local Coastal, Estuary and Marine Partnerships (CEMPs).
Evolving from extensive local, grass-roots stakeholder engagement, they constitute networks of local
communities, businesses, councils and charities that cover much of the UK shoreline. Each CEMP arose
out of local need for local coastal coordination and they therefore vary in aim, constitution, size,
membership, and expertise as described in Research Summary One (RS1). The differences in CEMP
governance models reflect those grass roots origins and stakeholder support which has a direct impact on
the types and scales of financing CEMPs currently secure. Funding can be broadly split into two categories:

e Unrestricted (core) funding which can be used for anything that supports the partnership or
organisation in achieving its objectives. It tends to support core capacity, organisational operations,
services and strategic development of activities. Importantly, the funder usually doesn’t set targets
and doesn’t require any evidence of impact. Accountability comes through annual reporting to
whomever the governing or regulating body is, be it a management group or the Charity
Commission. For the latter, core funding is not required to be stipulated nor spend evidenced unless
the funder directly requests it. For a CEMP these core services would include activities such as
convening or secretariat services, allowing them to engage with their stakeholders and communities
around issues that are raised locally and help develop solutions that can then be project funded.
Core funding is typically longer-term than project funding (even if supplied on an annual basis)
because it is typically provided year-on-year and by some partners for decades. This funding type
was explored through survey question Q8 Who are the main funding partners? Q8a — core/long term
support

e Restricted (project) funding for direct delivery of an agreed and funded project which cannot be used
for any other purposes. This would include any funding for stipulated thematic secretariat services
where impact is monitored and individual reporting against funds is required such as Catchment
Partnership hosting or supporting marine planning. Although these are still secretariat services, they
are bound by specific targets and the desired outcome of the funder. Project funding is shorter-term,
time-limited and usually no more than 1-3 years duration. This funding type was explored through
survey question Q8 Who are the main funding partners? Q8b — Project/short-term funding

! Members of the Expert Advisory Group are shown in Annex A3.



As explored and detailed in RS1, CEMPs are currently financed through a mix of core and project funding.
The level and mix of funding is dependent on their governance arrangements, strength of support from local
stakeholders and thematic focus for delivery. The range and balance of funding partners was explored
through the project survey in Q8 (see Figure 1 below and RS1, Section 3.3). Insights were also gained into
finance for MNR through the interviews (Section 3.2.3 in Research Summary Two, RS2). Overall, funding
contributions to CEMPs were highest from the public sector (62%) compared to charity (13%), private
(12%) or other (13%) with core funding most frequently provided by District, Unitary and County Councils,
EA, port/harbour authorities and NE the highest provider of project funding and the MMO a lower funding
partner compared to others.

Although the survey and interview responses demonstrated a huge diversity in funding sources between
core/long-term funders and project/short-term grants, there appears to be a general downward trend in the
provision of core funding, which some CEMPs struggle to directly replace with project/grant income (see
Section 3.3.3, RS1). The long-term core secretariat and convening services that CEMPs were set up to do
and which leads to project co-development and delivery, is rarely considered to be direct delivery and the
impact of this is difficult to monitor and evidence.

As described in RS1 there are some CEMPs that consider funding for Flood and Coastal Risk Innovation
Programme (FCRIP), National Lottery Heritage Fund, Catchment Based Approach Partnerships (CaBA)
hosting, National Nature Recovery and similar projects to be core funding as the CEMP is being funded to
provide these convening, secretariat and stakeholder engagement services to support project delivery and
achieving project outcomes. However, this is not true core funding as it is restricted to a specific project,
even if it is for a multi-year programme of 3-5 years. Many CEMPs without core secretariat funding of any
kind manage to continue the long-term secretariat convening role ‘on a shoestring’ alongside thematic
convening if the topic is considered relevant and therefore supporting a funded project even if it is not
directly for delivery (e.g. support to marine planning, beneficial use of dredged sediments, recreation and
access). However, if the secretariat functions are only used for projects, over the longer term this results in
the erosion of the neutral platform, forcing the CEMP to focus on specific themes rather than identifying
local challenges articulated by their local stakeholders and then convening to co-develop research or a
solution. The value of both the convening role and the CEMPs expertise is rarely recognised or
remunerated equitably (or at all) in resulting project delivery budgets and communications. Some
organisations look to undertake the convening role once a project has secured funding, effectively cutting
the CEMP out of the delivery budget.

The reason core funding is considered so important is because it allows a CEMP to invest back in
themselves and their community in whatever way makes sense for the local situation. This local flexibility to
respond to local needs and conditions as they arise is one of the strengths of CEMPs. It utilises their
decadal organisational memory, stakeholder networks and enables fast mobilisation if needs be. Crucially,
it is a key ingredient of the CEMP model which supports collaborative governance and builds the trust and
legitimacy that they have developed through their place-based networks over long periods of time. Without
true core funding, CEMPs have limited capacity to ‘speculate’ with their time, network and learn, and
partners decide which issues are pivot to local needs and require investment. Projects may then evolve to
deliver what that ‘core’ funding dictates (e.g. water quality improvements, recreational impacts study).

The neutrality that a CEMP embodies is essential when working across sectors. Where an environmental
Non-Governmental Organisation (eNGO) or a Harbour Authority for example start to convene in this way,
they can never be truly neutral as they have strategic objectives - be they environmental or economic. It
may not be appropriate for regulators, landowners, eNGOs or any ‘single issue’ organisation to convene in
an open and transparent way as the results may ultimately be skewed in the favour of their own objectives.
CEMPs have evolved to offer a neutral convening platform with wide partner representation (see Section
3.3, RS1). They also enable and facilitate collaboration across scales, supporting the gap between top-
down and bottom-up communication, enabling decision-makers and communities to be better connected.
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Figure 1: Number of CEMPs receiving funding for core/long-term service and project/short-term activity from partners (Q8 (a) and

(b))
1.2 Barriers to broadening the funding base of CEMPs

When interviewees were asked about financing opportunities for MNR (Section 3, RS2) they cited
challenges and barriers such as:

e project funding availability and focus including short project delivery timescales with projects
needing to be completed within a financial year.

e a lack of long term, multi-year project funding to provide sustainability;

e siloed funding streams within government agency agendas (e.g. River Basin Management and
Flood and Coastal Erosion Risk Management)

e inflexible funding schemes and complicated application processes.

e lack of many revenue grants (i.e. project funding that requires no physical environmental
improvement activities and supports coordination activities such as engagement or planning
projects)

e priority for capital grants (i.e. project funding that requires physical environment improvements such
as MNR projects).

e limited cash flow capacity that can hinder or completely halt a project from going forward as
reimbursement often in arrears at the end of the financial year creating a high-risk environment.

e lack of capacity with staff focussed on project delivery and limited time to fundraise and

e retention of staff and competition for funds against other larger and better resourced organisations.

In addition, those based in Local Authorities cannot access certain types of funding directly and must rely
on working with trusted, eligible external partners to hold a project budget.

With 50% of respondents citing they are hosted within a Local Authority or similar statutory body their
funding base is primarily from public funds and may be focused on convening for supporting delivery of
statutory functions such as flood and coastal risk management through Shoreline Management Plans or
Marine Protected Area Management. For CEMPs with legal status such as a charity, then their funds are
more diverse but they can be over-reliant on restricted funds secured for project delivery through which a
small overhead can be derived to support core service delivery.



Funding availability, focus and timescales

Many of the funding streams that CEMPs can currently access, particularly from public sources, are short-
term project funds requiring direct delivery within a financial year and mostly focussed on physical
improvement of the environment within that time scale. Examples include the Environment Agency’s Water
Environment Improvement Fund which can be used to support physical improvements to estuarine water
quality and morphology. In the complex estuarine, coastal and marine context, where engagement work
involves terrestrial and marine stakeholders, physical delivery can only be achieved once extensive
stakeholder engagement has been completed and plans co-developed with them collaboratively. Working
across terrestrial and marine planning processes, flood and coastal risk assets and competing agendas and
needs requires the honest broker role to achieve a balanced outcome. This requires substantial staff time,
expertise and trust in the honest broker which has been evidenced as a key attribute and role of CEMPs
(RS1). Many CEMPs interviewed spoke of the frustration of having a lack of ‘shovel ready’ projects that can
be quickly submitted to funding streams when they are open but they do not have the core capacity or
resources to speculate with their time in this way.

Public funding streams for coastal and marine nature recovery are available, however they are siloed into
different ALB departmental administrations with some being much smaller pots of money than others. For
example, along the coast, flood and coastal erosion risk management is critical and would be a critical part
of any marine nature recovery project but the funding streams for FCERM and Water Environment
Improvement are separated with the former having a much larger value than the latter. However, FCERM
grant funding is notoriously difficult to secure and requires multiple years of stakeholder engagement and
business planning to produce rigorous project plans and secure the high levels of match funding needed to
deliver.

With limited grants for revenue funding, capital funds contribute little to staff, operational costs and
coordination of stakeholder input unless it is directly delivering the specific project. A prime example of how
this is a barrier to broadening the funding base is habitat restoration which in a marine, coastal and
estuarine space is a complex task. It requires multiple years of planning to align with terrestrial socio-
economic development and planning processes across multiple sectors and administrative boundaries.
Such plans should be led by a neutral body that has the legitimacy and trust of the stakeholders and can
ensure that all voices are heard and accounted for. When appropriately resourced, CEMPs can provide this
service and support a project partnership that can co-develop the right intervention in the right place at the
right time. Current funding streams are inherently not set up to support MNR through multi-year funding
programmes that support a phased delivery pathway from inception to completion in which a CEMP can
take a leading role and demonstrate a clear deliverable.

‘Knowledge is free’ - Social and knowledge capital is undervalued and lacks remunerated
recognition

In most cases, CEMPs tend to be driven and maintained by one or two passionate individual(s) (RS1) who
are very familiar with the environmental characteristics of the land/seascape in which they operate and the
socio-economic needs of the stakeholders and communities supported by the ecosystem (Section 4.2
RS1). Many public and private bodies rely on both the knowledge and the network of local CEMPs when
developing new initiatives and/or policies, or when seeking support for the local implementation of national
strategies. Neither the demand on and value of CEMP staff's time and expertise, nor the social capital value
of their network, is always acknowledged through equitable remuneration. Many stakeholders (including
funders) expect to access a CEMP’s knowledge and communicate with stakeholders via a CEMP for free
i.e. an in kind contribution (RS2).

Without the stability of funding for the core role of a CEMP, many are ‘hand to mouth’ having to say yes to
small pots of funding across multiple projects. This can overburden Coastal Partnership Officers with
delivery resulting in limited time to explore other funding opportunities without consistently working over
capacity. This can result in loss of key individuals with the long term, local and organisational memory so
valuable in local decision making and key to the trust that the CEMP enjoys. An individual can only work in



this way for so long before they move to a more structured working environment with a reasonable
workload.

In addition, many funders are risk averse, requiring hard evidence of impact and physical change in the
environment. With no standard metric for CEMPs to monitor progress/performance this may restrict the
ability of some (potential) partners to invest. This poses a conundrum and highlights a mismatch between
how the CEMP is ‘valued’ by stakeholders and partners while not being deemed ‘valuable enough’ for
investment in the core service they provide, networks they enable, knowledge they hold and ultimately the
innovation, impact and change they can support.

1.3 Opportunities to broaden the funding base of CEMPs

Many CEMPs are working in marine nature management and recovery (RS1 and C2 Section 2) but are
frustrated with a lack of coordination and strategic prioritisation that they could offer. Many cited that
opportunities exist to support this coordination role or a CEMPs support of others leadership, particularly
through lessons learned on the governance of long-term partnerships (RS2 Section 1.6). Such mechanisms
included new opportunities through the planning process, Local Nature Recovery Strategies, private
investment, adaptation planning and Biodiversity Net Gain (BNG)These were some of the mechanisms
cited as potential opportunities that could be accessed given the right support (see Annex C2 Section 4). It
was suggested that CEMPs needed to build up a ‘jigsaw’ of funding to become less dependent upon single
sources of financing (e.g. grants) (Annex C1, Section 3). Many felt that a rolling or multi-year funding
programme (rather than short-term funded projects) would give more sustainability and allow for legacy
planning and more innovative project co-development RS1, Section 3). CEMPs could offer informal support,
skills and knowledge, engagement with stakeholders and communities and enable local, place based,
equitable decision making. Legal and policy mechanisms were cited as being potential opportunities for
CEMPs if they could be supported in accessing them such as Environment Act obligations, Section 106
conditions, Environmental Land Management Schemes across the land-sea interface, supplementary
planning guidance and other mitigation tariffs. The longevity of the existing CEMPs could help to avoid
reinvention, increase efficiencies and enable pilots to be easily established (RS1 Section 3).

2 Funding mechanisms and opportunities for MNR

To understand What experience and opportunity exists to broaden the funding base to support MNR
projects and what (if any) role could CEMPs support? (RQ5) international and national research was
undertaken to review the current green/blue financial mechanisms and their delivery models as outlined in
the main report (see Section 3.3.5). Mechanisms supporting nature recovery (both land and marine) and
their governance requirements were reviewed. In addition, the potential role of Social Impact Investment
was explored to understand whether this emerging social issue focussed space (not yet fully integrated with
the environment sector) could support MNR and how this might fit into a blended finance model that
supports a pathway from inception to completion.

The following sections are summaries of the Research Reports in Annexes D1, D2 and D3 and added to
with researcher reflections documented in WP5 meetings:

e Section 2.1 International Literature Review undertaken by Martin le Tissier, Coastal Matters Ltd and
EAG member, full report in Annex D1

e Section 2.2 Green Blue Finance Mechanisms for MNR and Underpinning Policies based on
research undertaken by Yarema Ronish, Biodiversity Capital, full report and appendices in Annex
D2

e Section 2.3 Social Impact Investment based on research undertaken by Heather Hilburn,
Biodiversity Capital, full report in Annex D3



2.1 International literature review

The UK is unique in having CEMPs and similar initiatives. Other countries look to the UK as the exemplar
for how to complete initiatives such as MNR through partnership approaches that are inclusive of
communities. All MNR or similar initiatives using different terminology (e.g. nature recovery, blue carbon
initiatives, restoration) that were explored had a top-down approach to identification and delivery of MNR
with the lead being the local government funded through international funds such as the UN. Delivery
tended to be conducted by consultants and short-term programme coordinators with little to no coordination
or consultation with local communities and stakeholders (Annex D1).

In the UK, MNR is in its infancy and work is ongoing to enable pilot project activities linked to habitat
restoration, enhancement and creation, and developing partnerships able to accelerate and build
knowledge around regenerating coastal and marine habitats. Unlike the situation in the UK, where nature
recovery is focussed upon the restoration, conservation, and sustainable management of habitats at
landscape scale, internationally the effort has often been more predicated on individual project scale site-
specific habitat restoration, often to mitigate specific pressures (Cohen-Shacham, Walters, Janzen, &
Maginnis, 2016; GIZ, 2022; UNEP, 2020). However, there is recognition that to be effective, efforts require
new mechanisms that facilitate scaling of solutions from local to global that include transformational
governance and finance arrangements (Claudet et al., 2021).

Finance, Economic and Environmental Government departments are best placed to initiate and drive
transformational changes to reverse habitat degradation (OECD, 2021). However, to balance societal and
economic drivers that place pressures on ecosystems with needs to protect ecosystems that underpin
social and economic opportunity requires innovation to governance arrangements to redirect finance flows
to enhance, rather than degrade, ecosystem status (OECD, 2018, 2020). As the private sector either own
or lease space to carry out their activities they have a fundamental role in managing and financing
ecosystems, but this requires procedural mechanisms that address potential incompatibilities in time and
place where benefits accrue from nature recovery activity, as well as accountability and transparency of
fiscal management (IEEP, 2023).

The literature review of restoration initiatives from the international arena provides examples and lessons
concerning the financing and governance arrangements necessary to support the development of MNR in
the UK, and in particular the partnership organisations that are best placed to manage and deliver MNR.
The following sections provide some highlights and examples from this literature review which are
considered relevant for the future financing of MNR and the use of CEMPs.

2.1.1 Fiscal challenges

The fiscal challenges centre on balancing differences between administrative and institutional processes
between public and private sector procedures in order to provide governance and accountability
arrangements that provide transparency to deliver development/resource exploitation and nature recovery
goals (Aljinovi¢, 2022). To overcome these challenges, in general, requires a way to act as a ‘neutral
broker’ that instils confidence and trust amongst all stakeholders involved (Annex D1). An important
component for this is the ability to communicate the costs and benefits for each stakeholder and how an
overall benefit is accrued within diverse regulatory and fiscal processes of different types of organisation.

The MNR opportunity and barriers

Currently, there is a large skew in funding for MNR to the public sector (Thornton et al., 2020 & Figure 2).
To promote MNR, initiatives need to overcome a number of potential barriers that complicate creating
public/private cooperation. There is an absence of private ownership of marine space which hinders
opportunity and incentive for private investment (RVO, 2022), and, as in the UK, private sector use of the
marine space, which is effectively under public ownership, is by lease arrangements (i.e. with The Crown
Estate). Inculcating MNR into lease arrangements for exploitation of space and/or resources requires a
deep understanding on the status of marine environments to identify appropriate sites for MNR. Once MNR
sites are identified, it is important to have the capacity to demonstrate that benefits do not only accrue to the
public (flood risk and erosion etc.) but that there is also a return on private investment. According to the



European Commission Impact Assessment Report prepared for the EC Nature Restoration Law, nature
restoration efforts also yield a high return on investment, with a benefit-cost ratio of between 35 and 38 for
coastal ecosystems (EC, 2022).

Although the case for both public and private investment for MNR would
appear clear, there are significant imbalances to the scale of projects to
be attractive for investors (USD 1- 10 million vs. USD 50-100
respectively), and there is usually a significant time lag between costly up
front actions whilst the benefits may not manifest for years (Commonland,
Marine ) 2023). In addition, projects can appear high risk to investors because it is
not obvious that there is a track record of management to deliver such
projects and a lack of regulatory framework to lead to credible claims for
investment. For instance, the high risks and long-time scales lead to
uncertainty about when and to what extent the benefits will be achieved
so that there is some financial return, or whether benefits can ever attain
a market value (IEEP, 2023).

@GR Torealise the opportunities that MNR presents and mitigate barriers to its
@EETI  achievement, there is a growing recognition that addressing biodiversity
— @CETI® 655 and climate change — under which nature restoration sits — requires
Figure 2. Percentage and amount of @ polycentric approach to governance and finance that requires the
;chd’ggfgfgﬂfzi fé jrzflf/; liype of involvement of a multiplicity of actors from public, private and voluntary
sectors (Haas et al., 2021; Lubell & Morrison, 2021; Morrison et al., 2023;

projects. In Europe. Source: -
(Thorton et al., 2020) Naidoo, Hamukuaya, Hara, & Mngxe, 2021).

2.1.2 Organisational arrangements

To provide greater participation and cooperation to support MNR requires initiatives that nurture an alliance
across public and private sectors (Coastal America, 2002). Although the type of organisation to manage
and implement such a blended array of actors and funding is recognised as a capacity issue (EIB, 2023),
there is little advice on what form of organisation would provide an architecture to implement and deliver
against goals and objectives of nature restoration, probably because of the project-exclusive nature of most
MNR. However, MNR investments, which are typically more complex and tailored than other investments
with barriers to scale, requires more active management to integrate across diverse interests and delivery
models (Van Raalte, D. Ranger, 2023), such that organisations are needed to manage financial
instruments, bring stakeholders together and provide monitoring and assessment to provide confidence to
investors and accelerate implementation (Brooke, Nesbit, Nash, Shani, & Borah, 2021). The requirements
from a management organisation to deliver MNR are (after Defra, 2022; Lubell & Morrison, 2021):

e Connectivity between national and local frameworks to address objectives on the ground that meet
scalability of goals to higher targets.

e Accountability and responsibility for managing multiplicity of roles and functions.

e Co-design of plans and strategies that address delivery mechanisms and integration across multiple
environmental (and social and economic) interests.

To provide these broad objectives, a management organisation should be able to provide (Figure 3 below):

v Knowledge: how do actors cultivate awareness of the science, venues, players, politics and their
own place within a partnership?

v Relationships: what does it mean to develop trust, avoid overcommitment, select partners and
leverage different types of social capital?

v Strategies: how do actors choose or shift venues and how do they approach externalities, goal
setting, cooperation and leadership allocation?
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v Decisions and implementation: can actors explicitly identify and sequence their sustainability goals
within the uncertainty of environmental, social and economic futures?

An important feature for a management organisation to oversee MNR activity is that it should have a
longevity to adopt a ‘lifecycle’ approach to ‘marry’ activity to the timeline of development or activity that it is
seeking to mitigate negative impacts, whilst capitalising on synergies, minimising trade-offs and averting
unintended consequences (OECD, 2024).

Knowledge

* Knowing the science
+ Knowing the venues
* Knowing the players
« Knowing the politics
* Knowing the self

\ Strategies

+ Choosing venues

* Thinking about externalities
* Building on small wins «—» " Explicitly sequencing goals
* Relying on cooperation * Accepting uncertainty

« Allocating leadership

/ * Adjusting decision rules

Decisions and
implementation

Relationships

« Choosing partners

* Developing trust

* Mixing bridging and
bonding social capital

» Committing strategically

Figure 3. An organisational framework for providing the skills to provide a polycentric governance capacity in support of NR
initiatives. Source: Lubell & Morrison (2021)

2.2 Green/blue finance mechanisms and underpinning policies for MNR

The current state of play for green finance is based on terrestrial examples with the practice and market
mechanisms much more advanced than in the coastal or marine space, which is only just starting to
develop, particularly around Marine Net Gain. Current financial mechanisms and biodiversity legislation are
complex to navigate and include Carbon Credits, Biodiversity Credits, Biodiversity Net Gain (BNG),
Environment Society and Governance (ESG) investment, Green Bonds, Green Investment Funds,
Investment Readiness initiatives and philanthropic funding. A major challenge for attracting investment into
MNR in the UK concerns scale. The size an MNR project would have to be to attract investment is large, in
comparison with the amount of coastal land available and the footprint a coastal development will have. In
addition, the benefits of MNR are challenging to articulate and realise as a return on investment for the
investor. This mirrors the international challenges of scale and costs versus the amount investors typically
want to invest. The risk factors for investing in MNR are high and governance of an investible project is
key. A comprehensive review of these financial mechanisms and examples of blue carbon and blue bond
case studies is available in Annex D2 ‘Blue Finance for Marine Nature Recovery’ report by Yarema Ronish,
and associated appendices B and C, [2024] with the key findings summarised below.
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2.2.1 The key findings

Worldwide, an ocean conservation funding gap is estimated at USD 150 billion per year.? In the UK,
available public funding covers only about a third of the identified needs for aquatic and marine nature
recovery and biosecurity (Figures 4 and 5 below)

150 UK Blue Funding Gap
okl Decade 2022-2032 (£ billions)
£30

j £25

£20
£15 £16.5
£10
0 25 USD Billion 175 £5
Annual funds Invested Annual funds required
In ocean conservation for ncean conservation E-

Committed Funding Gap

Figure 4: Worldwide annual funding gap for ocean conservation® Figure 5: UK blue funding gap for nature
(decade 2022-2032)

The Financing Nature: Closing the Global Biodiversity Financing Gap (2020)* report strongly encourages
governments to take bold steps to remove subsidies which harm nature, value nature in all economies and
stimulate private sector investment in nature by creating the right regulatory environment, smart incentives
and market structures. It identifies a number of sources for closing the funding gap, including carbon
markets, green financial products, green infrastructure and biodiversity offsets.

Private finance can play a role in closing the blue funding gap. Blue bonds and blue carbon are currently
the largest sources of private finance for ocean health and coastal restoration (see Figure 6 below). The
majority of current blue finance is directed towards tropical ecosystems.

Global Blue Finance Sources

o *12 USD 11 bn
2 $10
=

S8

26 USD 5 bn

S4

%0 [ |

Blue Bonds Blue Carbon - Registered Blue Carbon - In

Development

M Tropical Temperate Shipping

Figure 6: Global Blue Finance Sources®

From the perspective of UK CEMPs and nature finance practitioners:

2 Barber et al. (2021) based on Johansen & Vestvik (2020)

% ibid

4 Deutz et al. (2020)

> Compiled from data in Annex D2, Appendices B and C.
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e Biodiversity Net Gain (BNG) is seen as the most promising type of nature credit, offering the most
funding per hectare. However, there are concerns that there may be little market for coastal BNG
credits due to like-for-like habitat trading rules. For this reason, the voluntary carbon market
should be investigated further.

e The voluntary carbon market is seen as a “race to the bottom” due to concerns about low carbon
prices and having to compete with low integrity / low additionality credits in a global market.

e UK blue carbon methodologies are still under development, with ongoing research on scientific
evidence gaps in the marine and coastal space.

e There is little to no awareness of blue bonds. Bonds can be issued by governments, banks and
large companies for large scale investment where there is a revenue source.

e There is a view that additionality criteria need to be better aligned between the various types of

nature credits, as each type of credit currently has completely different additionality criteria, making

stacking impossible.
e Commentators on carbon pricing have noted that there is strong market interest in carbon credits
generated by nature-based solutions, as these offer solid additionality and integrity credentials.

e The International Finance Corporation is forecasting a long-term carbon price of USD 50 per annual

ton of greenhouse gas equivalent (tCO.e) for wetland restoration projects.

e [f this level of pricing is achievable, blue carbon may be a viable type of UK nature credit once
robust UK blue carbon methodologies are in place.

e Nearly USD 1 billion of blue bonds have been directed to temperate regions since 2018. This
should be investigated further as a source of UK blue finance.

For CEMPs

- Some have experience and expertise in bringing in private investment for MNR activities (See

RS2, Section 3.2.2)
- Some talked about challenges of benefit stacking
- Data and monitoring is a challenge

2.3 Social Impact Investment and its potential role in MNR delivery

“Social and knowledge capital is what drives natural and economic capital delivery i.e. funding for
Partnerships to coordinate across sectors and enable the conversations and relationship building that will
lead to the right solution, in the right place, at the right time” (CPN, 2021).Social investment and Impact
Investing outlets focus on underserved and marginalised communities. In the UK, these tend to target
specific areas of social and community deprivation which are tracked via the UK Index of Multiple
Deprivation®. There are many thematic areas that are being invested in social impact in the UK but not
many that are supporting nature conservation or recovery (see Figure 7 below).

Instead, social impact investment focusses on climate justice for people and meeting the Just Transition
goals’. Currently, the structure of the social impact and environment ‘sectors’ in the UK are distinct:

e Social impact: Aims to improve the lives of people and communities, and address social issues like

poverty, inequality, education, and healthcare access. The aim is to strengthen those communities
and promote social justice.

e Environment: Focuses on protecting the natural world, conserving biodiversity, addressing pollution

and promoting sustainable practices to combat climate change.

6 https://data.cdrc.ac.uk/dataset/index-multiple-deprivation-imd
7 chrome-extension://efaidnbmnnnibpcajpcglclefindmkaj/https://www.un.org/development/desa/dpad/wp-
content/uploads/sites/45/CDP-excerpt-2023-1.pdf
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Impact Investors in the UK are looking to increase investing by 11x
in 2025

The focus in the UK sectoris on people in need, investment in conservation has been limited, Due to the climate cnsis -
there are opportunities to establish cross sectoral investment programmes
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Figure 7: Slide taken from Partnerships4MNR Workshop 11" March, 2024, Interactive map available:
https://bettersocietycapital.com/portfolio/where-we-invest/

Examples:

e Social impact: Charities, social enterprises (businesses with a social mission), NGOs working on

poverty reduction or mental health awareness.
e Environment: Renewable energy companies, conservation organisations, groups promoting

sustainable agriculture, water quality, flood risk, marine conservation and preserving and enhancing

biodiversity.

However, there is a growing recognition amongst investors that social and environmental issues are linked.

For instance, climate change can worsen poverty, and social enterprises can promote sustainable
practices. Overlaps that align the social impact sector and the environment sector:

Social enterprises can address environmental issues alongside social ones. A simple example
would be a community garden that provides fresh food and green spaces in disadvantaged areas.
The environment sector increasingly recognises the social aspects of sustainability. For instance,
ensuring a just transition to a green economy that protects vulnerable communities.

The rise of impact investing in the UK puts a premium on projects that address both social and
environmental challenges.

Funding Vehicles:

Social impact: Relies on donations, grants, and impact investing (investments with a social good
purpose).

Environment: Funding comes from government grants, private investment in renewables, and
philanthropy.
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Whilst there's no single reliable figure for the total amount spent on impact investing in the UK in 2023, the
available information (see Annex D3) suggests it's likely in the tens of billions and shows strong growth and
continued interest with social enterprises generating significant economic and social impact.

Also, the UK market for both (social impact and nature investing) sectors is growing, with a strong focus on
impact investing that considers both social and environmental returns to meet the Just Transition goals. The
Just Transition movement prioritises social justice alongside environmental goals. The top five priorities that
combine social and environmental impact are:
1. Decent Work and Job Creation: Supporting the creation of new green jobs and reskilling or
upskilling current workforces most impacted by the transition away from carbon-intensive industries.

2. Social Protection and Just Safety Nets: Providing social safety nets like unemployment benefits,
retraining programs, and early retirement options for workers who lose their jobs due to the
transition.

3. A Just Distribution of Benefits: Ensuring a fair distribution of the benefits from the transition,
including investments in renewable energy and sustainable infrastructure projects, reaches those
who may be disproportionately burdened by climate change or environmental degradation.

4. Community Revitalisation: Supporting economic revitalisation of communities highly reliant on
traditional industries through investments in new sustainable businesses or infrastructure
development.

5. Public Participation and a Just Decision-Making Process: Ensuring open and inclusive decision-
making processes where all stakeholders, including workers, communities, and environmental
groups, have a voice in shaping the transition.

By achieving these priorities, Just Transition strives for a future where environmental sustainability and
social justice are tackled in tandem. The use of Just Transition in the UK is an evolving concept. While
there's no single national Just Transition plan yet, the focus is on ensuring a fair and equitable transition for
all as the UK moves towards a net-zero future.

In addition, these drivers are underpinning the convergence between the two sectors:

- The UK government's Social Value Act® compels public bodies to consider social and environmental
factors in their procurement decisions.

- Equality, Diversity and Inclusion (EDI) is increasingly becoming a driver for the social impact space
and is being addressed at a core organisational level. EDI is no longer considered a separate
‘theme’ but must be treated as a founding pillar for an organisation's purpose and leadership needs
to demonstrate that it is taking EDI seriously as part of future plans. The environment sector is one
of the least diverse sectors in the UK® and will need to meaningfully move the needle on this front if
cross sectoral collaboration between these investment sectors is to be seriously pursued.

In Annex D3, areas of investment considered three areas of current social impact investing and the
challenges and opportunities within each - private capital: Environment Society and Governance (ESG)
portfolios and social impact networks. Opportunities for CEMPs and similar to catalyse the convergence of
these two sectors for marine nature recovery were most evident in the social impact investment network.

There exists a network of social investors who are primarily UK focussed and are working to bring together
central and local government, social enterprises, foundations, charities and impact minded private investors
who have been working to build community focussed investment infrastructure and therefore blended
finance models, and who could play a partner role with CEMPs and the local communities that CEMPs are
a part of. It’s important to emphasise that when creating investible business models that bring together
social impact and the environment, investment (in general) wants to be scalable and replicable. The core

8 https://www.gov.uk/government/publications/social-value-act-information-and-resources/social-value-act-information-and-resources
9 https://www.race-report.uk/news/after-farming-and-agriculture-the-environmental-sector-is-the-least-diverse-in-the-u-k---positive-action-can-help-
change-it
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challenge is always going to be to create a mechanism that will work at both a global and national scale, but
then also at a local level and driven by local communities with assured longevity via passionate local
stewardship (e.g. CEMPs) and well-rounded inclusive communities.

The more likely opportunity for MNR partnerships would be to look to existing networks and partnerships
that are typically comprised of third sector organisations, social enterprises, specialised banks (like the
Charity Bank) who come together to invest in community enterprise with a mix of grant and long-term loan
(typically from central government, lottery or philanthropic partners). The ‘platform’ for investment in this
case is typically a blended finance vehicle, whose output is for profit, but to a much longer term (usually up
to 10 years) and with up front risk, which is usually provided via a grant. The UK central government and/or
philanthropic partners typically provide up-front funding to support blended finance, as the first stages are
always uncertain and require up-front costs and organisational capacity to develop. The upfront stage is
typically one that is at most risk for investors.

Community enterprise usually falls in the ‘high risk’ investment category, as is typical of very local, unique
endeavours by community leaders who are looking for investment into solutions that are by nature ‘local’
and unique to their community and locale/geographic area. High street banks and any investor looking for
certainty will not, particularly in uncertain times look for unique cases that have no proven track record and
with a long-term return on investment (ROI). Thus, the conversation around ‘bundling’ and ‘stackable
benefits’ is important, as this spreads the load of risk.

There is a governance model for blended finance and CEMPs or MNR Partnerships can look to this model
and those who have adopted it as potential partners. The European Venture Philanthropy Association
(EVPA) provides guidance and support on how to pull together blended finance (see Figure 8 below). The
EVPA is a network organisation committed to fostering a thriving social impact investment sector in Europe.

Primary driver Primary driver

Is to create 6—{ ‘Blended’ social impact and financial return }-—) is to create

soclal iImpact financial return
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Figure 8: The EVPA Spectrum?™®

To understand the social impact investment potential within a CEMP to develop a blended finance model
for MNR, understanding what social impact networks are already in place and what data and impact
measurement metrics are needed in order to attract investment. The Social Investment Network is an
exemplar of mapping partners and opportunities to collaborate on investible business models (see Figure 9

10 chrome-

extension://efaidnbmnnnibpcajpcglclefindmkaj/https://www.impacteurope.net/sites/www.evpa.ngo/files/publications/EVPA_Investing_for_Impact_To
olkit_2020.pdf
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below). Social Enterprise Ecosystem map'', which is interactive and designed for community groups, third
sector organisations, social enterprises and social entrepreneurs. It can be used to navigate and identify
what business support, learning, networking and finance opportunities are available in Scotland and how to
access them. Organisations from across the country are featured in the map and are ranked in what they
offer and how they relate to one another.
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Figure 9: The Scottish Social Enterprise Ecosystem Map

There are opportunities to bridge a gap between the social impact and environment sectors, with a number
of roles that CEMP’s might take in creating investible business models. The following highlights a number of
key recommendations for next steps:

Data and Metrics. The network of social impact investors is relatively new from a financial market
perspective, but established enough to have developed a way of working with partners that would allow
cross sectoral working and engagement with CEMP's, utilising recognisable metrics and

frameworks. Trust, proven track record and robust data are the baseline criteria for any partnership
working regardless of the sector, this is no different for the social impact space.

Establish a SWOT (Strengths, Weaknesses, Opportunities, Threats) matrix for those in the CEMP
network, one for the network as a whole and also for individuals as a robust matrix of information. This
should sit alongside this in-depth evaluation of CEMP's that has been carried out. Investors are very aware
of the unique challenges that charities face and that there is no real 'norm' when it comes to management,
operations and capacity at the local level. All of these are key in assessing risks of investment propositions
and likely success. In order to build up a robust blended finance model and assess risk, the most accurate
state of play as a baseline will be needed. This would also help to identify what exactly is needed to support
the network.

u https://impactfundingpartners.com/community-enterprise-launch-new-interactive-map/
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360-degree feedback. Social impact investors use 360 surveys as part of their due diligence process to
assess the viability of an investment. 360-degree surveys collect feedback about an organisation or project
from a variety of stakeholders and should include: employees, board members, beneficiaries, partners and
community members. 360 surveys are useful for Social Impact Investors to provide a holistic understanding
and well-rounded picture of an organisation's strengths, weaknesses, and potential impact, going beyond
purely financial metrics.

Natural Environment Investment Readiness Fund (NEIRF). Leaders from the social impact investing
space and the natural environment consulted early on in the shaping of the delivery of the first wave of the
NEIRF investment ready programme. Much can be learned from this and the follow-on programmes - those
who both have been awarded and are building within this programme who were considered investment
ready, and equally those who did not. The lessons learned including a gap analysis of costs not originally
perceived, operational and legal costs, governance arrangements, etc... bringing some of this to life to the
CEMPs and MNR partners specifically would be of great benefit.

Moving the needle on Equality, Diversity and Inclusion (EDI) leadership and organisational change
Dedicated support of CEMP's and the MNR network on their EDI journey, with transparent outcomes needs
to be seen as a funding and investment priority, as both a reflection of the environment sector as a whole
and organisations therein, to ensure investment readiness. Bringing in lessons learned from the social
impact sector and looking to this sector for guidance, (after all, this sector focuses on improving the human
condition), would go a long way to building a very robust bridge between the social impact and environment
sectors.

Roadmap to investment. Creating a similar roadmap of likely partners would be ideal as a next step to
support CEMPs in the journey to building up investment expertise, match making with investors and
creating successful partnerships needed to build investible business models. Building a road map will
require capacity and funding, with a host that can keep the map updated and interactive and relevant with
ongoing evaluation across social impact and green finance ecosystems and provide a resource and
roadmap for members involved in MNR.
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3  Workshop Report

The advice provided by independent advisors and summarised above, informed discussion through a
workshop attended by 69 participants including survey/interviewees, EAG, NE, project team and
independent researchers. It revealed deeper insights into how to unlock finance for MNR and the potential
role of existing CEMPs as part of an investible MNR project partnership. The finance research presented
above and at the workshop was very new to all participants, with no briefing sent out before the workshop.
Therefore, the results of the workshop are considered to be preliminary, a first snapshot to highlight any in
house skills and knowledge within CEMPs and any challenges, opportunities and considerations they cited
that would support their undertaking future role(s) in MNR investment beyond their current experience (as
detailed in RS2, Section 1)

The following scenario options were posed as potential roles that a CEMP could undertake as part of a
funded MNR project partnership. They are based on the researched green finance mechanisms, nature
based solutions (NbS) was the umbrella term used for MNR in this instance due to green finance
mechanisms referring to NbS as nature recovery and MNR is an example of NbS. Social Impact Investment
was presented and discussed after the breakout groups as it was thought to be too much new information
in a short space of time.

Scenarios for MNR investment using green finance mechanisms and the potential CEMP role
1) Setting up and managing nature credits schemes for return on investment

In this scenario the CEMP would take a business focussed pioneering approach to setting up a business
venture involving nature credits.

a) CEMP is helping the local authority set up a local nature credits scheme, bringing buyers and sellers
of nature credits together to create a workable ‘system’. There is an urgent need for such schemes
in areas affected by Nutrient Neutrality rules. The CEMP would be a convenor and a co-creator OR

b) CEMP is part of a business venture which is going to create and sell nature credits, in partnership
with a landowner (which could be the local authority). There would need to be a partner who
understands business planning, including financial modelling. The CEMP would be the data and
partnerships specialist within the business venture.

2) Supporting & maintaining partnerships for NbS delivery
In this scenario, the CEMP has an enabling role, taking a lead role in convening partnerships.

a) A separate business venture takes the lead role as the provider of nature credits, creating a
business plan, seeking private sector investment and registering and selling the nature credits to
buyers. But it needs reliable partners to deliver the NbS. The CEMP convenes and coordinates a
delivery partnership OR

b) As above, a separate business venture takes the lead role as the provider of nature credits. The
CEMP acts as an expert scientific advisor, carries out stakeholder engagement, and measures
social impacts.

3) Long-term system validation and monitoring of NbS to ensure legitimacy of nature credits

In this scenario, the CEMP either:

a) Leads in setting up a system for validation of nature credits, or
b) Carries out long-term monitoring of the NbS, to ensure the ongoing validity of the nature credits.

Each of the scenarios above would require hard governance attributes (as described in Section 3.2 RS1) to
be in place for elements of the project. If the CEMP doesn’t have the requisite hard governance attributes,
then they can partner with an organisation capable of establishing and managing them.
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All of the proposed roles above are valid for a CEMP to undertake and would utilise the knowledge and
social capital inherent in a CEMP or similar initiative i.e. strong links across sectors, stakeholders and
communities as well as knowledge of their local coastal and marine environment.

3.1 Workshop Breakout Session

Participants of the workshop were asked to self-select into these three scenario groups to undergo a
breakout session with each supported by a Regional Researcher, an independent finance researcher and a
member of the Project Team. The breakout activity was designed to interrogate each of these example
roles that a CEMP could play within an MNR partnership and assess whether they had the requisite skills in
house or would need capacity building. Most participants felt they naturally sat within Group 2 Supporting
and Maintaining Partnerships for NbS delivery and therefore this breakout group was the largest. However,
this may have been due to the title of this group resonating with their core CEMP role of supporting and
maintaining partnerships rather than due to a strong understanding of what each role entailed and therefore
no significance could be attributed to this self-selection. Each group had a set of questions to answer for the
two roles described within each scenario. However, each group ran out of time and were only able to
answer the first category a) role with no time to discuss or answer the b) role in each scenario. Discussions
were supported with organograms (see below) where the columns represent different functional roles that
are involved in delivering NbS with the CEMP role highlighted in yellow and a box detailing the skills that a
CEMP will need to have in order to fulfil that role. The breakout materials, infographics used and questions
asked of each group along with their verbatim responses can be seen in Annex D4 Workshop Output
Breakout Groups.

3.1.1 Breakout Group 1 - Setting up and managing nature credits schemes for return on
investment

In this group, the CEMP was taking a business focussed pioneering approach to setting up a business
venture involving nature credits.

In the organograms, the columns represent different functional roles that are involved in delivering NbS with
private sector investment from nature credits.

Blue / Green Finance - Potential CEMP Role: Enabling Nature Markets

Potential buyer of Enabling nature markets Legitimacy Other
nature credits {0.9. nutrient neutrality) Stakehoiders
CEMP Environmental
Local Authority Careaar Records Local Resldents
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Busmass Couul Locel Coastal
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Commercial Local » Co-creating policies
Users NGO's » Setting up systems
» Understanding how NbS work
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Figure 10 Miro Board 1a
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Board 1(a) (above) CEMP is helping the local authority set up a local nature credits scheme, bringing
buyers and sellers of nature credits together to create a workable ‘system’. There is an urgent need for
such schemes in areas affected by Nutrient Neutrality rules.

The CEMP would be a convenor and a co-creator.
The CEMP’s role requires:

e |dentifying the relevant departments and individuals within the local authority, including decision
makers and stakeholders.

e Proactively seeking out land developers (potential purchasers of credits) and farmers and
landowners (potential sellers of credits) to bring their viewpoints together.

e Understanding the science behind the relevant nature credits, being able to identify and action
evidence gaps.

e Co-creating a workable ‘system’ to encourage a timely supply of nature credits, and pricing which
works for buyers and sellers.

This role involves convening and can be done with soft governance, but the systems are likely to require
formal hard governance.

Group 1 responses summary

This group identified the biggest threats to habitats in their local areas as coastal squeeze, lack of habitat
connectivity, loss of coastal and marine habitats, water quality impacting habitat recovery and lack of
information and understanding and overall apathy.

They agreed that the CEMPs could have a strong and clear role in stakeholder engagement, supporting
adaptive management and monitoring over the longer term for maintenance and evidencing return on
investment. They could play a broker role and ensure accountability of partners. However, they recognised
that a legal entity would need to lead whether it be an existing organisation or a special purpose vehicle
created and if a CEMP with legal status was to lead, they would need significant capacity building in nature
finance.

All agreed that currently CEMPs are not in a position to offer this service either due to their current (non-)
legal status, lack of nature finance skills and understanding of the nature credit market or connections in the
financial sector. They all agreed that they have abundant skills for partnership coordination, stakeholder
engagement and local knowledge.

When asked if there were any skills or stakeholders missing from the breakdown, the group identified
Higher Education, IFCAs, commercial stakeholders and real communities. A missing skill identified as
important was experience in social engagement and being able to recognise a breadth of groups of people
who might be relevant to the project outside of the usual suspects which could present a risk of only
identifying decision-makers, those already with power and environmental stakeholders. The CEMPs ability
to convene across mixed sector needs would gain better agreement across a way forward.

When asked whether they would be prepared to change their governance to offer this role, the response
was negative but a special purpose vehicle or CIC could be established that they could be a part of.

3.1.2 Breakout Group 2 - Supporting & maintaining partnerships for NbS delivery

In this group, the CEMP has an enabling role, taking a lead role in convening partnerships.
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Blue / Green Finance — Potential CEMP Role: Provider of Nature Credits
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Figure 11 Miro Board 2a

Board 2(a) (above) A separate business venture takes the lead role as the provider of nature credits,
creating a business plan, seeking private sector investment and registering and selling the nature credits to
buyers. But it needs reliable partners to deliver the NbS.

The CEMP convenes and coordinates a delivery partnership which includes:

e environmental NGOs working in the local area

e other local NGOs

e |ocal businesses

e farmers

The delivery partnership’s role is to implement the nature recovery plan, followed by a long-term
conservation plan.

The CEMP’s role requires:

Knowledge of local habitats & species
Understanding the ‘nuts and bolts’ of NbS
Knowing the local partners and stakeholders
Track record in delivering outcomes for funders

The CEMP would probably need to be a legal entity, because private sector funders would want it to enter
into a long-term legal agreement with the business venture.

Group 2 responses summary

Broadly, this group identified the biggest threats to habitats in their local areas a being coastal squeeze,
lack of habitat connectivity, loss of coastal and marine habitats, water quality impacting habitat recovery,
lack of information and understanding, developments (offshore and onshore), recreational disturbance,
climate change induced storminess and flooding, coastal erosion, the sheer complexity of the coastal
environment, lack of capacity for habitat restoration and multiple sources of impact.
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They agreed that the CEMPs could play a big role in MNR implementation through partnership coordination
with adequate resourcing. They identified various CEMP strengths in support of this - well connected,
trusted often with a neutral standpoint and thus objective and felt that CEMPs were very important for
successful delivery. Some suggested best practice guidance could be produced for CEMPs on key
representatives needed and structure of an MNR partnership and that working with universities would be
beneficial. CEMP hosting arrangements would need to be considered and core financing would need to be
available.

Overall, the group felt that CEMPs could offer this service but at present most were under resourced and
struggling with capacity. If they were to offer this service, they would need adequate resourcing and
support. Other issues raised were the lack of financial understanding on nature credits. Questions were
raised over the maturity of blue nature credits within the market, and concerns over local appetite for them
to offer this service, with the need for it to be part of a broader portfolio of work to continue to offer their core
CEMP role.

When asked if their CEMP had the requisite skills, the group was very mixed, with some participants
confident they had all the skills, and others recognising they would need capacity building or buy in skills to
understand nature credits and support for holding funds. Capacity was raised as an issue again and one
person raised the question of whether CEMPs have the skills to become more inclusive of a broader
section of society.

The group were asked if there were any skills or stakeholders they felt were missing; the lack of robust
scientific monitoring and research required to manage and monitor success; and the health of the nature
restored. In response some felt that blue finance posed an opportunity for long term monitoring to be
financially supported as part of an MNR project. Water companies were cited as those missing from the
stakeholder group.

When asked whether they would be prepared to change their governance to offer this role, the response
was mixed with some saying yes, other unsure and some definitively no. But all stated that either as a
caveat to changing governance or a reason for not changing governance was because the CEMP’s role
was broader than just MNR delivery. All agreed that the broader remit and work of the CEMP must be able
to continue to meet local needs and objectives.

3.1.3 Breakout Group 3 - Long-term system validation and monitoring of NbS to ensure legitimacy
of nature credits

In this group, the CEMP either:

e Leads in setting up a system for validation of nature credits, or
e Carries out long-term monitoring of the NbS, to ensure the ongoing validity of the nature credits.

These require different skills, but both contribute to ensuring the legitimacy of the nature credits.
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Blue / Green Finance - Potential CEMP Role: Creating a validation framework
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Figure 12 Miro Board 3a

Board 3(a) (above) CEMP sets up a framework ‘system’ for verifying and validating nature credits,
convening input from:

e Environmental records centres
e Environmental NGOs

e Other NGOs

e The wider community — to identify any unintended consequences of the NbS

The CEMP’s role requires:

e Knowledge of habitats & species
e Knowing the local partners and stakeholders
e Setting up systems

The CEMP could initially operate with soft governance, but the framework system would somehow need to
be put on a long-term footing.

Group 3 responses summary

This group identified the biggest threats to habitats in their local areas being coastal squeeze, lack of
habitat connectivity, lack of understanding of importance of marine environments, pollution impacting water
quality, invasive non-native species, recreational disturbance and climate change and consequently
increased storminess.

They agreed that the CEMPs could play this role if capacity could be supported and financed. In particular
the coordination of a monitoring partnership and framework appealed but some highlighted that if
implementing the monitoring this would require capacity and long-term funding.

Overall, the group felt that CEMPs could offer this service but only if funding and resources could be
secured. Some also highlighted that it would depend on their governance and stakeholders’ appetite for the
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CEMP to take on this role. They again highlighted that it would have to be a partnership approach with all
partners pulling together.

When asked if their CEMP had the requisite skills, the group thought that the coordination skills, local
knowledge and relationships were there but depending on the habitats it may require expertise to be

recruited in or resourced externally. Cross partnership working would potentially be required and co-

designed standardised approaches developed.

When asked if there were any skills or stakeholders they felt were missing, most listed local communities,
businesses and those that are not represented by umbrella groups needed to be brought in to the
partnership. Expert skills on monitoring the environment and measuring ecosystem service delivery and
how this may be impacted by climate change was raised by one as a skill missing.

When asked whether they would be prepared to change their governance to offer this role, the response
was positive from all with the caveat that the Partnership would need to be consulted and the benefit to the
CEMP, its members and objectives would need to be evidenced with one posing the question of how
radical the change would be.

3.2 Social Impact Investment potential for financing MNR

The question and answer session after the presentation revealed that participants were extremely
interested in this new area and could envisage bringing social enterprises and investors into their
partnerships. There was interest in engaging with organisations active in the social impact sector to provide
the upskilling that would be required to attract outward investment from this space. This was caveated with
the need for building capacity, introductions to those within the space and creating a social and
environmental investment ‘Roadmap’ to guide creation of MNR partnerships and projects with a blended
finance model replicating the Scottish Social Impact Ecosystem Map (Figure 9 Section 2.3 above).

4 Findings: Key Components for Investibility

The key components for partnership working and the hard and soft governance attributes of CEMPs and
similar initiatives were explored through the workshop and further discussed below pulling in the literature
review findings.

4.1 Hard and Soft Governance Requirements

MNR investments are typically more complex and tailored than other investments with barriers to availability
of large-scale projects, requiring more active management to integrate across diverse interests and delivery
models. Organisations or project partners are needed to manage financial instruments, bring stakeholders
together and provide monitoring and assessment to provide confidence to investors and accelerate
implementation of MNR.

According to this research, two key factors seem to influence whether an MNR project will be investible:
fiscal responsibility and appropriate project partnership organisation/coordination. Any managing
organisation would need to utilise both hard and soft governance attributes to successfully meet the
following requirements:

e Connectivity between national and local frameworks to address objectives on the ground that meet
scalability of goals to higher targets.

e Accountability and responsibility for managing multiplicity of roles and functions.

e Co-design of plans and strategies that address delivery mechanisms and integration across multiple
environmental (and social and economic) interests.

To meet these requirements, a management organisation should be able to provide:
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¢ Knowledge: how do actors cultivate awareness of the science, venues, players, politics and their own
place within a partnership?

e Relationships: what does it mean to develop trust, avoid overcommitment, select partners and
leverage different types of social capital?

e Strategies: how do actors choose or shift venues and how do they approach externalities, goal setting,
cooperation and leadership allocation?

e Decisions and implementation: can actors explicitly identify and sequence their sustainability goals
within the uncertainty of environmental, social and economic futures?

Existing UK green finance mechanisms for MNR require both hard and soft governance elements which
can be characterised alongside the above requirements for investment. Hard governance elements (such
as legal status) are required for fiscal accountability and entrance into long term contracts with private
investors. This would include any asset that would be formed such as a nature credit system or provision of
a validation framework for long term monitoring of the return on their investment. However, the soft
governance elements (such as trust and skills of the individuals) are what enables the MNR partnership to
form, function and in some cases deliver successfully. The characteristics of CEMPs to support MNR were
described in Section 3 of RS2.

Social Impact Investment prefers the hard governance social enterprise model but does not discount other
types of organisations or project partnerships as long as they can demonstrate a clear social mission,
diversity within the organisation (EDI) or a clear strategy for improving it if diversity is low, access to data or
a data delivery partner and clear roots in the local community with plans to meet social impact goals.

4.2 CEMPs potential role in connecting social impact and nature recovery
objectives and investment

CEMPs can be the connectors between social impact and environmental recovery investment

‘Nature Recovery + Social Impact = bringing people and nature together for mutual benefit and improving
the diversity of the environment sector (which in the UK is the least diverse, second to farming)’

Governance: Local Authorities are good partners and/or hosts to have as many now have Climate Action
Groups which are tackling social and climate justice in an integrated way.

Social Capital: CEMPs are well positioned to be enablers of having the right conversation at a very early
stage for example when a human caused problem such as poor water quality from recreational pressures is
first recognised or in the early stages of MNR project design to mitigate this future pressure. Recreation is
ecotourism which brings revenue, but it also has price pressures on nature recovery. CEMPs also have
strong relationships with their community. Impact investors value a long, well established volunteer group,
indicating that people's passions, their time and their interest have been put into something along with the
expertise of an organisation.

EDI: Access to nature is equal to and inclusive of EDI. Areas of deprivation are highest along urban
estuaries and the coast. There are a lot of social and physical barriers to accessing inland and coastal
nature. Involving the community in nature recovery inclusively and working with developers at a very early
stage of coastal or riverside development to address access issues is something that's incredibly important
in bringing these two sectors together.

Data: Many CEMPs hold or work with partners who hold data.

Nature investing and social impact investing are both in their embryonic stage. There's potential to ensure
that large scale infrastructure works are not purely given over to big consultancies and big companies.
Instead, there is an approach where local communities in which CEMPs are embedded, own some of the
work - building community wealth from the start. There is clear correlation between the purposes and
governance of existing CEMPs, their skill sets and challenges that may appeal to Social Impact Investors,
however, a CEMP is in itself not investible for e.g. core funding. For MNR projects, the activity of building
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partner capacity to work inclusively with communities, attracting community groups or Social Enterprises
and co-developing a vision and business case for an MNR project that can build community wealth as an
outcome could be funded or supported through Social Impact Investment networks.

Examples of projects that could become investible social enterprises

Fish Local is a campaign to support the Kent and Essex in-shore fishing industry, working together to
deliver its world-class seafood to the public and trade. Its goal is to raise awareness of lesser known
and more sustainable locally caught species of fish and create the market conditions to increase
sales and value. Fish Local is hosted by the Kent and Essex Inshore Fisheries and Conservation
Authority and the project and grant is managed by the Thames Estuary Partnership (a CEMP).
Fish Local could potentially be structured as a social enterprise with a revenue source linked to
fishing or food.

Running a community asset

There are many examples of community groups who have raised money to take over and fund a local
asset e.g. community leisure facilities which the council can no longer afford to run. This is a very
typical form of social enterprise. It can raise money against the bricks and mortar asset and the
revenues from admission fees.

NbS with social impact

A social enterprise could be set up to run NbS projects with revenues from nature credits. This could
attract social impact investment if it delivers social co-benefits including:

Access to nature

Mental health

Addressing areas suffering from multiple deprivation.

Benefitting socially disadvantaged and minority ethnic groups.

Widening diversity in the environmental sector.

Providing education and employment opportunities for hard-to-reach groups.

The research and workshop outputs show that CEMPs are well placed to play a role in MNR delivery and

can boost the investibility of a project. They all have many of the key skills and soft governance elements
needed to coordinate and support an MNR project partnership such as: honest broker experience, trust,

stakeholder relationships, local knowledge both physical and socio-economic, land/seascape planning and

thinking and a long track record of successfully enabling partnership approaches and collaboration at
different scales and across interests. They also have the networks and community links that can unlock
social capital in their area for an MNR project to better benefit communities. They can help a managing
organisation through meeting these attributes combined from all three financial research areas:

e Enable co-design of plans and strategies that address delivery mechanisms and integration across

multiple environmental (and social and economic) interests.
e Coordinate an MNR delivery or monitoring partnership requiring:
o knowledge of the local environment (habitats and species),
o relationships with and knowledge of stakeholders and communities,
o trust from partners and stakeholders,
o access to data
o skills to enable collaboration and support leadership.
e Unlock social capital through long established volunteer networks and welcoming new social
impact investment and delivery partners and community members into their partnership

Most CEMPs would not currently be ready to lead on large-scale MNR investment due to their informal
governance arrangements or lack of capacity to take on the fiscal and risk responsibility of large

investments on their own. However, they would be in a good position to support either the host organisation
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(if appropriate e.g. a Local Authority) or a project partner with this ‘hard’ governance and capacity. The
current lack of expertise and in depth understanding of nature finance systems is a limiting factor.

Most importantly their readiness to take on any role is currently hindered by a lack of capacity and core
funding to stabilise and grow their capacity and skills. Financial structures and frameworks were thought to
be limited and siloed with short term funding streams hindering retention and recruitment of skilled

staff. The core work and value of the CEMP could be in jeopardy if the capacity to offer any of the roles in
an MNR project overshadows and ultimately stops their ability to meet their aims and broader programme
of work. Governance change or establishment of a Social Enterprise business model for CEMPs to offer a
lead role could be supported but this would be the decision of the host and the CEMP partners and would
need to be caveated with flexibility for the CEMP to be able to deliver other key areas of work i.e. not
become subsumed by MNR delivery at the expense of other priority areas as identified by their partners
and members.

Further work is needed to understand social capital and potential social impact in the environment sector
and how it interrelates with and corresponds to nature recovery. It is clearly understood that both the social
and nature recovery strands need to come together (perhaps under the umbrella term of climate resilience),
however in investment terms, they have been operating in siloed sectors and work is needed to bring
disparate financial analyses together into a singular effective model. There are clear opportunities (e.g.
increasing a more diverse workforce into the environment sector which is currently underrepresented).
Currently, larger issues stand out on the world stage as urgent social challenges, such as food security,
biosecurity and climate inequality. However, social impact investment has a role within a blended finance
model that supports a ‘pathway’ to investment readiness for green/blue finance that is inclusive of the
community that supports and benefits natural capital.

5 Recommendations

Based on the findings of the commissioned reports, the workshop, survey and interview data as described,
the following recommendations are proposed:

1. Build capacity in CEMP Networks to enable social impact through MNR projects: map social
impact organisations and investment potential in local areas through CEMP networks.

o Creation of a Social Impact/Nature Recovery Network Map: Develop a map similar to the
Scottish Social Enterprise Network Map (Figure 9 in Section 2.3) to visualise network
connections and opportunities.

2. Establish NE pathways to support CEMPs to offer a role in MNR projects:

o Finance for capacity: funding to enhance capacity and create space for CEMPs (who are
already working at full capacity) to engage with and support MNR project development.

o Introduce initiatives to the right people/funders: Promote CEMPs to key stakeholders
and funders to ensure initiatives reach the right audience and enable an inclusive project
partnership.

o Promote CEMPs as Go-To Organisations: Encourage NE and funders to recognise and
work with CEMPs, including stipulating collaboration in funding conditions and ensuring
budgets include coordination costs.

o CEMPs as Convenors and Coordinators: Emphasise the role of CEMPs in MNR projects
as neutral brokers, leveraging their collaboration skills, trust capacity, understanding of
funding, and leadership qualities.

o Long-Term, Multi-Year Funding Programs: Advocate for extended funding programs that
support project continuity from inception to completion, facilitating the recruitment and
retention of staff and expertise.
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3. Coordination and Collaboration Support:

o Financial Support for Initial Conversations and Strategic Development: Recognise the
importance of funding the preliminary stages of project development, which CEMPs currently
cover within their limited and declining core funding.

o Recognition and Remuneration of Convening Services: Acknowledge the value of CEMP
services in project partnerships and ensure these are adequately funded.

o Core vs. Project Funding: Address the limitations caused by decreasing core funding and
the dependency on restricted project funding, which affects CEMPs' ability to engage in
speculative activities and MNR partnership development.

4. Governance and Investment:

o Develop Governance Policies and Legal Arrangements: Create structures that allow
private, non-profit, and public sectors to collaborate effectively in investment programmes.

5. Blended Finance Options:

o Explore and develop blended finance mechanisms that combine grants and long-term
lending arrangements, with appropriate project governance to ensure fiscal responsibility.

o Investigate the voluntary carbon market and blue bonds further as potential for MNR
projects.

o Develop a blended finance model that brings social impact and nature recovery investments
together in a pathway for MNR project inception to completion.

These recommendations aim to enhance the capacity and effectiveness of CEMPs and similar initiatives to
deliver MNR projects through strategic financial support, recognition of their convening role and expertise,
and improved governance structures.

More research into potential MNR projects could be cross referenced with successful examples from the
social investment space to find the levers that will bring them together. A Roadmap of attributes and
growing an integrated network across environmental and social impact with CEMPs and similar initiatives
could be produced as part of further research (see social impact network example above in Figure 8). In
addition, a funding pathway from inception to completion that articulates the funding source that supports
each step on the pathway e.g. funding that supports an MNR project partnership creation, building a
business case

6 Conclusions

To complete answering objective 2 (below) this discussion summarises the findings of RQ5.

Objective 2

To explore how different legal and governance structures relate to efficiency,
effectiveness, equity, and legitimacy of coastal partnerships and how they enable or
prohibit their capacity to support the delivery of nature recovery.

RQ5 What experience and opportunity exists to broaden the funding base to support MNR projects and
what (if any) role could CEMPs support?

Coordination of and collaboration between partners for MNR project development and delivery is critical to
the development and delivery of achieving robust sustainable and successful MNR projects that have the
full support from a multiplicity of actors including stakeholders and local communities. The service of
supporting initial conversations, strategically developing plans and convening potential partners is currently
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not financially supported. CEMPs can provide this service through using their core (unrestricted) funding to
‘speculate’ with partners which can results in project co-development and ultimately securing grant funding.
However, core funding is decreasing with more CEMPs relying on project (restricted) funding limiting their
capacity to ‘speculate’. Once funded, project delivery partnerships often expect the CEMP to provide their
convening services and knowledge in-kind, reflecting that the value of their individual or organisational
knowledge, networks and expertise is not recognised nor remunerated (RS3). This limited capacity to
speculate with their time or be adequately remunerated for convening support, can result in the CEMP
being in direct competition with larger, better resourced organisations who have less knowledge of local
context.

Finance mechanisms in both the social impact and nature recovery investment spaces are still at
reasonably early stages of development. Both require hard governance elements that allow the private
sector, nonprofits and public bodies to sit in the same space and build investment programmes, usually
characterised by long term lending arrangements and front-end grant funding elements. Governance, policy
and legal arrangements are required to construct the space where these parties can come together in a
fiscally responsible way. Conceptualising the building blocks of appropriate blended finance options,
consultation with likely investors, the expertise and likely costs required, need to be further scoped out in
tandem with the mapping of measurable outcomes at both the national and local scale. Each of these
elements will require modelling and monitoring investment impact and for instance, establishing
maintenance covenants between parties over time.

Currently, funding streams are siloed within and between socio-economic and environmental funding and
investment streams, with public funding restricted through short term funding and delivery timescales
(within a financial year) which limits the capacity to recruit and retain staff and expertise. Long term, multi-
year public funding programmes that support a pathway from inception to completion can support a CEMP
to offer their ‘core’ services that are needed to build an investible MNR project partnership.

From the results of the workshop, CEMPs and similar partnerships/initiatives have a clear role in MNR
delivery as a convenor — a neutral, honest broker role — or coordinator of an MNR project partnership,
maximising their soft governance attributes: collaboration, skills, trust, capacity, understanding, funding,
leadership, a track record and independence. CEMPs and similar initiatives are currently limited in offering
a leading role due to their restricted staff capacity, suitable funding support and for some their governance
arrangements. Hard governance elements of an MNR project (e.g. fiscal responsibility) would have to be
undertaken by a host organisation or project partner who can manage large, complex investment models
and the fiscal accountability and risk associated over long periods of time.

CEMPs and similar initiatives could be the connectors between social impact and nature recovery
investment. Whilst both areas are still emerging, they are not currently connected with social impact
focusing on people focused climate resilience and nature recovery focused on specific species and habitat
restoration. These two outcomes are interlinked and must be brought together to maximise impact across
socio-economic and environmental challenges.

Further research is needed to uncover the social impact potential of CEMP networks and potential new
social impact partners/investors locally, regionally and nationally and how they can be brought into an MNR
project partnership to ensure the outcomes benefit both people and nature inclusively. A blended finance
model can be developed that supports a pathway from inception to completion for MNR projects which
supports the core service a CEMP can provide and maximises their knowledge, networks and expertise
whilst remunerating for and building their capacity.
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