
NO NET LOSS OF 
BIODIVERSITY:  
A FALSE SOLUTION 
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What is  
no net loss?
No net loss (NNL) is a goal that is intended to be 
achieved when compensation mechanisms are used. 
In some cases it is also referred to as a net positive 
impact or net gain. 

Biodiversity offset mechanisms are measurable 
outcomes resulting from actions designed to compensate 
for a significant adverse impact on biodiversity that 
is considered residual after the implementation of  
prevention and mitigation measures in a given project.  
The purpose of  these compensation mechanisms is to 
obtain NNL or at best, net gain with respect to species 
composition, habitat, ecosystem functions, use by 
people, and cultural and social values associated with 
biodiversity. It is claimed that various governments, 
financial institutions and corporations around the world 
adopt the NNL goal by using compensation as part of  
the mitigation hierarchy1. 

NNL does not mean that there will be no loss. By 
adding “net”, it means that the various activities with 
negative impacts on biodiversity will continue to be 
carried out. Net refers to a form of  accounting: the 
loss and destruction of  biodiversity that occurs in 
one place will be compensated by some protection or 
restoration of  biodiversity in another place, and thus 
the result will be zero. Net therefore means allowing 
the destruction of  biodiversity in one place under 
the assumption that biodiversity will be protected 
elsewhere. Thus, NNL cannot exist without destruction 
and loss of  biodiversity2.

How NNL works 
The term NNL does not refer to the situation before 
the implementation of  a specific project (a road or the 
construction of  a mine for example) but rather to what 
would have happened in the absence of  impact and 
compensation. This becomes clearer if  we remember 
that compensation can be carried out in two ways:  

n   improving or creating habitat from “nothing”;

n   to protect an existing habitat. This is known  
as avoided loss and is the most common form  
of  compensation.   

The logic at work here is this: protecting a habitat 
from destruction or degradation will result in a gain 
compared to the situation of  what would have happened 
without that protection. The gain is obtained through 
calculations and methodologies based on data on 
vegetation or species present, for example. The sum of  
losses and gains in these theoretical scenarios – which 
can never be verified – gives the NNL result3. 

Compensation credits are a financial tool through 
which compensation sites are acquired, i.e. sites that 
will be protected due to the destruction of  others.
These sites to be protected generate these credits 
(accounting units that represent the price of  the site 
– environmental functions, species present, etc – that 
are bought and sold on financial markets). These 
mechanisms originated in the United States in the 
1970s to allow drainage of  legally protected wetlands 
and now exist in a variety of  cases. In all of  them, what 
is ultimately allowed (not only in the United States but 
globally) is to destroy biodiversity or to go beyond 
legal limits in pollution as long as it is proven that the 

damage will be compensated. Proof  of  this can be seen 
through the compensation credit. In the beginning, it 
was the companies themselves who were in charge of  
compensation, but today this task is carried out by an 
entire industry that markets these credits: in the United 
States there are more than 400 biodiversity banks and 
private companies dedicated to this business4. 

In this way, through the compensation credits, 
environmental policy and legislation are reformed 
because the limits to contamination and destruction of  
biodiversity established in the law are extended. This 
reform of policies and legislation is done without following 
the procedures and transparency mechanisms that are 
normally used by any legislative authority in the world.

Consequently, we can state that the purpose of  
compensation mechanisms is to allow the dominant 
development model (dependent on fossil fuels and the 
destruction and degradation of  biodiversity) to continue 
to advance and to be extended. Compensation 
mechanisms present a green image because there 
are no structural changes involved, and without these, 
there can be no talk of  a change in the system needed 
to stop the loss and degradation of  biodiversity. This 
system change or transformational change is key to 
stopping the loss, erosion and extinction of  biodiversity. 

A fundamental criticism of  the use of  compensation 
mechanisms is that biodiversity, like nature as a whole, 
is not a sum of  units that can be exchanged among 
themselves. Biodiversity is not only a complex of  
relationships between the different components of  
biological diversity, but it is also culture, it is spirituality. 
Therefore the idea of  equivalence that compensation 
mechanisms entail is simply impossible.  

The mitigation 
hierarchy
Today, many countries are allowing compensation. It 
is estimated that the annual market represents 2.4 to 4 
billion dollars5. The potential for this market is over $45 
billion because 9 percent of  global ecosystems can 
be restored using compensation mechanisms6. 

Compensation mechanisms are part of  the mitigation 
hierarchy, i.e. all those instruments that are used to mitigate 
the negative environmental impacts of  a given project. 
First, every effort will be made to nullify or minimise the 
impact, then measures will be taken to restore the site 
and if  there is still an impact, this will be compensated for 
as long as no other measures can be applied. In practice, 
however, this is an increasingly used mechanism7.

“This hierarchy of  mitigation involves several steps: 1) 
avoid, 2) minimise, and 3) remediate on site, and then, 
if  residual impacts remain after the first three steps 
have been implemented, 4) offset biodiversity off  
site. The steps are sequenced in order of  preference 
from an environmental perspective; avoiding impact 
is far more reliable and desirable than trying to 
restore damaged or degraded habitats later.”8 “The 
Convention on Biological Diversity (CBD) recommends 
examining mitigation alternatives in a logical sequence 
or hierarchy prioritising actions that avoid and minimise 
impacts, and then exploring the use of  compensation 
mechanisms as a final step in the sequence.”9 

From all of the above – market value, business – it is clear that 
there is pressure towards the CBD to have an NNL target: 
“In 2010, at CBD COP10 in Nagoya, Japan, governments 
agreed that by 2020, the rate of loss of all natural habitats, 
including forests, should be at least halved and, where 
feasible, brought close to zero, and that degradation and 
fragmentation should be significantly reduced (Aichi 
Target 5) and have also agreed that by 2020 the extinction 
of  known threatened species should be prevented and 
their conservation status improved and maintained, in 
particular for those that are most in decline (Aichi Target 
12). In 2012, at the Rio+20 Summit, governments agreed 
to promote a sustainable development agenda and the 
United Nations has established a series of consultative 
processes to achieve an agreed development agenda 
beyond 2015 with a set of sustainable development goals. 
As part of  this process, there is increasing pressure from 
different stakeholders to set a “zero deforestation” target, 
a “zero net loss” or “positive net gain” target and a “zero 
net land degradation” target10.
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Other dangers 
Biodiversity offsets involve land grabbing: a company 
will no longer only own the site where it carries out the 
polluting or destructive project, but also the site where 
the offsets will take place. In some parts of  the world 
there is simply not enough land for offset mechanisms to 
balance future biodiversity losses and to achieve profits. 
One issue with offset activities – whether to restore 
degraded land or to protect existing biodiversity – is that 
they require vast amounts of  available land even when 
the impact is only on a small area. In many countries, 
there is simply no land available to fully compensate for the 
enormous losses of biodiversity expected in the future. The 
requirements for compensation also differ between policies. 
Some require more conservation per unit of  biodiversity 
lost. Other policies allow compensation for impacts on 
already rare habitats, which means that the areas available 
for compensation are even more restricted and may 
therefore be depleted sooner. The solution: avoiding, 
rather than compensating for, biodiversity losses11.

At the same time, obstacles to the use of  land are created 
and the rights of  Indigenous Peoples or local communities 
to the land or its use may be affected. Thus, instead of  
compensating, it will not be necessary to think first about 
whether the destructive project is actually necessary. 

This mechanism also does not provide real solutions but 
rather builds an image that something is being done to 
protect the environment when it is not. 

This type of  “solution” to the impacts on biodiversity 
depoliticises the discussion and turns it into something 
technical when what needs to be discussed is whether 
or not the project is necessary in the first place, and this 

entails a discussion on the economic model whose main 
characteristic is its predatory action on biodiversity. 

Although it is true that compensation mechanisms 
do not implicitly entail putting a price on biodiversity, 
the current context and the balance of  power among 
their proponents will surely lead to the application of  
economic valuation of  biodiversity. This has been the 
case in the carbon markets, forest restoration credits in 
Brazil and various situations at EU level12.

NNL therefore does not guarantee that there will be no 
loss of  biodiversity, but rather the opposite. At the same 
time it entails other negative impacts that are far from the 
transition to the transformational change that is needed 
to stop the loss, erosion and extinction of  biodiversity. For 
this, we need real solutions, a commitment to build and 
implement new paradigms that leave behind proposals 
that would rather perpetuate the current situation. NNL 
cannot be in the new Global Framework for Biodiversity 
if  it is to point the way to the system change we need.

Text prepared by Isaac Rojas, coordinator of the Forests and 

Biodiversity Program, Friends of the Earth International.
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