FINANCING CORPORATE BIODIVERSITY STRATEGIES

Biodiversity loss is accelerating globally as economic systems continue to prioritise production and consumption that depend on resource extraction and environmental conversion. This trajectory is unsustainable because societies and economies fundamentally rely on healthy ecosystems for long-term well-being. Addressing biodiversity decline requires a transformation of economic systems that both reduce ecological harm and promote the regeneration of natural capital. Corporations are central to this transformation because they simultaneously drive biodiversity loss and depend on ecosystem services for their own continuity. However, a persistent challenge lies in the financing of biodiversity initiatives. Both public and private actors struggle to mobilise and allocate financial resources strategically to support conservation and restoration goals.

Although biodiversity is increasingly recognised as a material factor for long-term corporate resilience, firms continue to face difficulties in developing a convincing business rationale for sustained investment. Many investors also perceive a lack of viable opportunities in this area. The academic discussion on corporate biodiversity strategies has identified several ways firms engage with nature, viewing biodiversity as either a source of risk, an asset, or a competitive advantage. These strategies range from mitigating harmful impacts to actively generating ecological gains. Yet, much of the literature remains conceptual and provides limited insight into the financial mechanisms that transform strategic intent into tangible action. Understanding how these strategies are financed is therefore essential for advancing both research and practice.

The global funding gap for biodiversity is widely recognised as one of the key barriers to effective action. Existing studies on biodiversity finance tend to focus on market-based mechanisms, investment flows, and risk valuation, but they pay less attention to how individual corporations manage internal capital allocation. This leaves open an important question about how firms mobilise and direct financial resources toward biodiversity goals, both within the organisation and in collaboration with external partners. Compared to climate finance, building a business rationale for biodiversity is more difficult because of the absence of standardised valuation frameworks and performance metrics. Biodiversity as a public good is prone to market failures, and its complex ecological characteristics make it difficult to measure and monetise. Benefits often materialise over long time horizons, and the returns are uncertain or non-financial. These features challenge conventional financial evaluation models that prioritise short-term returns and predictable cash flows. As a result, biodiversity projects are frequently viewed as peripheral activities rather than as investments with strategic relevance.

Understanding how corporations finance biodiversity strategies is important for several reasons. It helps to reveal how firms navigate the absence of clear economic incentives, signals the level of organisational commitment to biodiversity, and clarifies how financial structures influence the allocation of resources. It also demonstrates how time horizons and risk perceptions affect decisions to invest in or manage biodiversity initiatives.

To explore these questions, this study examined a group of European stock-listed firms operating in sectors with high biodiversity relevance, including agrifood, energy, and materials. The analysis combined interviews with finance, strategy, and sustainability professionals, corporate document reviews, and expert consultations. This multi-method approach allowed

for a detailed understanding of both the strategic intent and the financing practices that shape biodiversity engagement.

Findings show that many corporate biodiversity initiatives remain trapped in what can be described as “pilot lock-in.” Companies often launch small experimental projects to signal commitment or comply with emerging regulations, but few of these projects progress beyond the pilot stage. This stagnation results not from an absolute lack of available funds, but from weak strategic alignment and fragmented financial structures. Short-term financial expectations limit the scope of investment, and biodiversity remains marginal to core corporate budgets. Consequently, most firms display symbolic engagement rather than systemic integration of biodiversity into strategic and financial planning.

The study makes three main contributions. First, it explains why biodiversity initiatives struggle to move beyond the pilot phase by introducing the concept of pilot lock-in, which captures the tension between reputational incentives and structural financial constraints. Second, it provides a systemic view of corporate biodiversity engagement, showing that biodiversity remains peripheral when it is not connected to long-term strategic and financial planning. Third, it integrates insights from corporate sustainability and biodiversity finance research, demonstrating that internal capital allocation practices are central to shaping corporate action and interact closely with external investment conditions.

Overall, the study concludes that corporations, under current conditions, are unlikely to deliver biodiversity outcomes at the scale required to halt or reverse ecological decline. The main constraint lies not in the total availability of capital, but in the difficulty of directing it toward biodiversity within conventional financial logic. Biodiversity also competes with climate priorities that attract most resources and investor attention. To address these challenges, firms need to embed biodiversity into financial and operational systems, treat it as a strategic dimension of business resilience, and collaborate more effectively with stakeholders, investors, and regulators. Transformative progress will require financial actors who are ambitious about driving ecological change while patient regarding financial returns. Moving beyond a narrow business-case logic towards a systems-oriented understanding of the interdependence between business and nature is essential for achieving lasting biodiversity outcomes and supporting sustainable economic transitions.
