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Abstract 

The accelerating degradation of ecosystems has become a systemic risk to 

economic stability, yet global mechanisms for financing ecological 

regeneration remain fragmented, underfunded, and politically fragile. Existing 

instruments — environmental taxes, offsets, disclosure frameworks, and 

voluntary markets — primarily price damage, incentivise marginal behavioural 

change, or allocate capital at the project level. None provide a predictable, 

enforceable, and scalable public revenue stream dedicated to rebuilding 

natural systems as economic infrastructure. 

This paper introduces the Nature Regeneration Tax (NRT) as a new category of 

fiscal instrument and governance architecture designed explicitly to finance 

ecological regeneration at scale. The paper develops the conceptual 

rationale for regeneration as capital formation, presents the NRT as an 

integrated fiscal–institutional system — including a VAT-style levy on the nature 

intensity (NI%) of commercial transactions, ensuring input-crediting, border 

protection, phased implementation, and allocation to a scientifically governed 

Global Nature Regeneration Fund — and positions it relative to existing nature-

related economic instruments. 

By reframing regeneration as capital formation, NRT addresses the urgency of 

an impending "ecological Minsky moment," where undervalued natural assets 

trigger abrupt repricing and crises. NRT fills a critical gap in nature finance 

architecture, embedding ecological accountability into economic transactions 

while rewarding regenerative practices by forming a rules-based, regeneration-

dedicated fiscal system capable of operating at planetary scale. 
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Part I: Why ecological regeneration requires a new fiscal 

category 

1. Introduction: From environmental externalities to systemic ecological 

risk 

Ecosystem degradation is no longer a marginal environmental concern but a 

binding constraint on long-term economic performance. Soil loss, freshwater 

depletion, biodiversity collapse, and ecosystem instability increasingly translate 



into supply-chain disruptions, financial risk, asset repricing, and declining 

economic resilience. While scientific and economic understanding of these 

dynamics has advanced rapidly, the fiscal systems governing modern 

economies remain structurally misaligned with ecological realities. 

The global biodiversity financing flows, estimated at $124–143 billion annually, 

fall woefully short of the $700–$1 trillion needed to reverse losses and restore 

natural capital. Current approaches rely on a combination of voluntary 

finance, market-based instruments, and discretionary public spending. These 

mechanisms have proven incapable of mobilising capital at the scale required 

to halt and reverse ecosystem decline. The result is a persistent and widening 

gap between acknowledged ecological needs and actual financial flows — 

not primarily one of political will or data availability, but of fiscal architecture. 

The central research question addressed is therefore not whether nature should 

be valued or protected, but what kind of fiscal system is required to finance 

ecological regeneration as a form of economic infrastructure over 

intergenerational timescales. 

This paper introduces the Nature Regeneration Tax (NRT) as an integrated fiscal-

institutional system. NRT applies a levy to the nature dependency of 

transactions, channelling funds into ecosystem restoration while incentivising 

low-impact supply chains. It builds on VAT mechanics for enforceability, 

incorporates border adjustments for competitiveness, and establishes 

independent governance to ensure scientific allocation. 

The conceptual innovation lies in treating regeneration not as a cost but as 

productive capital formation, embedded in everyday economic activity. 

2. The limits of externality-based environmental economics 

Environmental economic policy has traditionally focused on the correction of 

externalities through pricing mechanisms such as Pigouvian taxes, tradable 

permits, and regulatory standards. These tools are effective for reducing 

specific forms of environmental harm, particularly where marginal behavioural 

responses are sufficient. However, they are poorly suited to financing the large-

scale rebuilding of degraded ecosystems. 

Pricing damage does not equate to financing regeneration. Mitigation reduces 

the rate of future harm; compensation addresses discrete losses; protection 

preserves remaining assets. Regeneration, by contrast, involves the deliberate 

reconstruction of ecological systems that function as productive capital. It 

requires sustained not-for-profit investment, long time horizons, and governance 

arrangements insulated from short-term political and market cycles. 

Treating regeneration as an extension of externality pricing conflates 

fundamentally different economic functions. Regeneration is not a corrective 

add-on to the existing system; it is a capital formation challenge that existing 

fiscal instruments were not designed to address. 

3. Regeneration as ecological capital formation 



Natural systems provide essential services — water regulation, soil fertility, 

climate stabilisation, pollination, and risk buffering — that underpin economic 

activity but are rarely recognised as capital assets within fiscal systems. 

Decades of underinvestment have resulted in systematic depletion of this 

ecological capital stock. 

Reversing this trajectory requires reframing regeneration as a form of public 

investment analogous to infrastructure, education, or health systems. Such 

investments are typically financed through taxation because they generate 

non-excludable, economy-wide benefits and are subject to chronic under-

provision by markets. This logic provides the foundation for the Nature 

Regeneration Tax. 

4. The uninvestable needs of nature 

Despite growing attention to green finance and climate investment, a large 

portion of nature’s most urgent needs remains unfunded and fundamentally 

unbankable. While some interventions could theoretically attract private 

capital if structured properly, a substantial share — estimated at 60–80 percent 

— cannot be financed through conventional investment mechanisms. These 

interventions deliver critical ecosystem services, biodiversity protection, and soil 

and water regeneration, yet they produce public goods and long-term benefits 

that are diffuse, non-monetized, and often realized only over decades. 

The barriers are clear: many essential interventions generate no direct financial 

return, beneficiaries are dispersed across communities or regions, outcomes are 

uncertain and context-specific, and transaction costs for monitoring and legal 

management are high. Examples include restoring wetlands, protecting 

endangered species, regenerating soils, supporting pollinator populations, and 

enhancing ecosystem connectivity. These actions are vital for sustaining life, 

maintaining climate resilience, and preserving planetary stability, but they lie 

outside the scope of traditional capital markets. 

The Nature Regenerative Tax (NRT) is designed to fill this gap. By mobilizing 

public funding, the NRT secures resources for the unbankable core of nature’s 

needs, ensuring that essential interventions receive the financing they require. 

Complementing private investment, the NRT can support regenerative 

outcomes at scale, protecting biodiversity, enhancing ecosystem services, and 

laying the foundation for a resilient and thriving bioeconomy. 

5. The urgency: An ecological Minsky Moment 

Hyman Minsky's theory of financial instability posits that prolonged stability 

breeds fragility, culminating in a "Minsky moment" — a sudden asset repricing 

and crisis triggered by unrecognized risks. Applied to ecology, this manifests as 

an "ecological Minsky moment": undervaluation of natural capital leads to 

systemic collapse when ecosystems cross tipping points, repricing assets and 

disrupting economies. 

Environmental risks, long treated as externalities, are now accumulating off-

balance-sheet, akin to subprime mortgages pre-2008. Biodiversity loss alone 



costs $10 trillion annually, with cascading effects on agriculture, water, and 

finance. Climate transitions could amplify this, stranding assets and triggering 

nonlinear shocks. 

NRT pre-empts this by pricing nature dependency upfront, generating counter-

cyclical funds for regeneration, and shifting economies toward resilience. 

Without such mechanisms, the Minsky moment risks becoming a "nature Minsky 

moment," where degraded ecosystems precipitate global financial instability. 

 

Part II: The Nature Regeneration Tax as a Fiscal–Institutional 

System 

6. Conceptual rationale for NRT — Defining the nature regeneration as 

capital formation 

The Nature Regeneration Tax (NRT) is a dedicated fiscal instrument designed to 

generate predictable, long-term public revenue for the exclusive purpose of 

financing ecological regeneration — reframed from a defensive cost to 

proactive capital investment. It is neither a behavioural penalty nor a voluntary 

contribution, but a permanent component of the fiscal system reflecting the 

economy’s structural dependence on functioning ecosystems. 

The defining feature of the NRT is its earmarking for regeneration outcomes and 

its integration into existing tax infrastructure. By design, it establishes a direct 

fiscal contract between economic activity and the maintenance of the natural 

capital upon which that activity depends. 

Unlike punitive taxes (e.g., carbon pricing), NRT is regenerative: it rewards 

activities with low nature intensity (NI%) via crediting and allocates revenues to 

enhance natural assets, fostering a circular bioeconomy. This aligns with 

renewable economics, where growth depends on biophysical limits, and 

positions NRT as a bridge between green growth and degrowth paradigms. 

7. Nature Intensity (NI%): Theory and practicality 

NI% quantifies a transaction's dependency on natural capital, expressed as a 

percentage of sale price attributable to ecosystem inputs. Theoretically, it 

draws from natural capital accounting, integrating lifecycle assessments (LCA) 

and input-output models to capture embedded nature use (e.g., water, soil, 

biodiversity). 

Practically, NI% is calculated via standardized tables. Sector-specific 

benchmarks ensure accuracy. Implementation leverages existing VAT systems 

— NRT = Sale Price × NI% × Rate (up to 11%) — credited against inputs to avoid 

double-taxing. This minimizes administrative burden, with audits verifying claims 

and phased rollout allowing adaptation. 



Challenges include data granularity, but precedents like EU carbon border 

adjustments demonstrate feasibility. NI% thus operationalizes nature 

dependency pricing, incentivizing regenerative sourcing. 

8. VAT-style logic and non-cascading incidence 

A central architectural feature of the NRT is its VAT-style structure. The tax is 

applied at the transaction level, is input-credited along the value chain, and is 

ultimately levied only once — at the point of final consumption. This design 

avoids tax cascading, limits uncontrolled price inflation, and preserves 

transparency across complex supply chains. 

Embedding the NRT within existing VAT or sales-tax systems is not an 

implementation detail but a conceptual choice. It leverages administrative 

infrastructures that are already universal, audited, and legally enforceable, 

thereby reducing evasion risks and political friction. The VAT analogy also 

ensures that firms can immediately reduce their tax liability by lowering the 

nature intensity (NI%) of their inputs, embedding regeneration incentives 

directly into production decisions. 

9. Border protection and trade compatibility 

Unilateral environmental taxation has historically struggled with leakage and 

competitiveness concerns. The NRT addresses this structurally through an 

integrated border adjustment mechanism. Imports from jurisdictions that do not 

apply the NRT are subject to equivalent charges at the border, while exports 

from participating jurisdictions are relieved of the tax. 

This design aligns ecological responsibility with trade competitiveness and 

creates endogenous incentives for broader adoption. Rather than requiring 

global consensus, the mechanism allows a limited group of early adopters to 

initiate the system while protecting domestic producers and encouraging 

convergence through trade relationships. 

10. Phased and coalition-based implementation 

The NRT is explicitly designed to be deployable without universal agreement. 

Initial implementation can occur through a coalition of willing jurisdictions that 

share common standards and governance principles. Phased introduction 

allows levy rates to increase gradually, providing predictability for firms and 

households while markets adapt. 

This approach mirrors historical precedents in fiscal and monetary cooperation, 

where limited initial participation eventually led to wider adoption once 

institutional advantages became evident. 

11. Allocation architecture: From revenue to regeneration 

Financing regeneration requires not only revenue generation but credible 

allocation mechanisms. The NRT therefore presupposes a dedicated 

regeneration fund structurally separated from general government budgets. 



This separation protects revenues from political reallocation and maintains the 

integrity of the fiscal contract. 

NRT revenues flow to the Global Nature Regeneration Fund, targeting $3 trillion 

annually — matching UNEP estimates for halting nature loss. Phased rate 

increases (e.g., 1% initial, scaling to 11%) allow economic adjustment. 

The Fund is a supranational entity, structured as a trust with independent 

oversight to insulate from political cycles. Governance by a Nature 

Regeneration Council — comprising scientists, indigenous representatives, and 

economists — ensures evidence-based allocation, prioritizing high-impact 

regeneration (e.g., soil revival, reforestation). 

The role of this body is not to pursue discretionary priorities, but to allocate 

capital according to transparent, science-based criteria focused on ecological 

impact and system resilience. 

12. The role of Artificial Intelligence in allocation governance 

Given the scale, complexity, and potential for rent-seeking in global 

regeneration finance, the NRT framework incorporates the use of advanced 

analytical and AI-based tools in allocation decisions. These systems are not 

intended to replace human judgement, but to reduce bias, improve 

consistency, and maximise ecological regeneration per unit of capital 

deployed. 

By integrating satellite data, ecological indicators, and performance 

monitoring, AI-supported allocation can enhance accountability and 

effectiveness while limiting political capture and allocation wars. 

13. Trade-offs and strategic considerations 

The Nature Regenerative Tax (NRT) introduces deliberate, rules-based costs to 

nature-intensive goods, creating short-term trade-offs that must be 

acknowledged. Certain essentials—food, raw materials—may experience 

marginal price increases, though these effects occur only once and can be 

phased in gradually, for example at 2–3% per year. Low-income households 

could be disproportionately affected, even with compensating measures in 

place. Businesses, particularly SMEs, will face administrative responsibilities, 

though standardised Nature Intensity (NI%) categories limit complexity and 

assign responsibility proportionally along the value chain. Governments may 

resist ceding control of the substantial financial stream the NRT generates, and 

ensuring transparent, apolitical governance of funds will require robust 

structures, objective criteria, and oversight. 

Yet these trade-offs are counterbalanced by meaningful, systemic 

advantages. The NRT creates a predictable, rules-based flow of capital at a 

scale unmatched by any existing instrument, enabling global nature 

regeneration. By assigning a clear cost to Nature Intensity, it transforms 

economic incentives across supply chains, motivating companies to redesign 

products, improve sourcing, and accelerate innovation in regenerative systems. 



Gradual implementation allows markets to adjust while maintaining relative 

competitiveness, rewarding early movers who reduce their NI% faster. SMEs 

benefit from simplified categories and gain access to cleaner, more 

transparent supply chains. Beyond private-sector incentives, the NRT 

strengthens long-term economic resilience by mitigating nature-related risks—

soil erosion, water stress, and biodiversity collapse—that are already imposing 

mounting costs on businesses and governments. By directing funds exclusively 

to verified regeneration projects, the mechanism builds public trust and delivers 

visible ecological and social co-benefits over time. 

In essence, the NRT is a mechanism that performs where other concepts have 

failed: it guarantees revenue flows at the scale required ($3 trillion/year, 

adjustable), operates globally without the need for full consensus, enforces 

participation automatically through existing tax infrastructure and border 

mechanisms, prohibits ongoing destruction, and ties financial liability directly to 

regenerative action. It aligns political, economic, and ecological incentives 

while remaining compatible with international trade rules, offering a practical 

and enforceable solution for planetary-scale ecological finance. 

 

Part III: Positioning the Nature Regeneration Tax 

14. The existing nature-finance landscape 

Many instruments are frequently cited as solutions to the crisis of ecosystem 

degradation. Carbon taxes, biodiversity offsets, Payments for Ecosystem 

Services (PES), voluntary nature markets, natural capital accounting 

frameworks, and emerging taxonomies all play roles in measuring, allocating, or 

incentivizing nature-positive activity. On the surface, these tools appear to offer 

viable pathways toward financing regeneration. Yet despite decades of 

experimentation and partial successes, the systemic financing gap remains 

enormous, and the majority of nature’s critical needs — estimated at 60–80% — 

remain fundamentally unbankable through conventional mechanisms. 

Understanding the limitations of these instruments is essential to appreciate why 

a rules-based mechanism like the Nature Regeneration Tax is not just 

complementary but transformative. 

Carbon pricing instruments, including carbon taxes, have proven that 

economic instruments can influence behaviour and reduce emissions. Yet most 

schemes have struggled with visibility, enforceability, and scope. Revenues are 

often absorbed into general budgets rather than being dedicated to 

ecological regeneration. They target a single externality and rely heavily on 

future promises, asking societies to accept economic costs today in exchange 

for projected environmental benefits tomorrow. By contrast, the Nature 

Regeneration Tax is structured differently: it is input-credited along the value 

chain, payable only at points of consumption, immediately reducible by 

lowering Nature Intensity, and entirely earmarked for regeneration. It reframes 

nature not as a moral obligation but as a productive input into growth, 

competitiveness, and capital protection. 



Biodiversity offsets and compensation mechanisms similarly face structural 

limitations. While offsets function at the project level, they often normalize 

continued degradation rather than reversing it. Questions of equivalence, 

additionality, and temporal mismatch remain persistent. PES schemes and 

voluntary markets demonstrate that capital can be directed toward ecosystem 

stewardship in specific contexts, producing measurable ecological and social 

co-benefits. Yet these mechanisms are voluntary, fragmented, and heavily 

reliant on finite pools of funding. They scale slowly, are vulnerable to volatility, 

and do not alter the underlying economic calculus that continues to make 

degradation cheaper than regeneration. Voluntary markets allocate capital 

effectively once it exists, but they do not generate it at the scale, predictability, 

or permanence required for systemic ecological regeneration. The Nature Ecco 

Levy addresses this by embedding funding directly into economic activity, 

ensuring structural availability of capital rather than discretionary allocation. 

Analytical frameworks such as Nature Value-at-Risk (NVaR), natural-capital 

accounting, and enhanced disclosure have made essential advances in 

quantifying ecological risk. They illuminate the propagation of ecosystem 

shocks through supply chains, reveal material exposures in financial portfolios, 

and highlight the systemic relevance of soil, water, and biodiversity. Yet risk 

awareness, transparency, and balance-sheet visibility do not generate the 

capital necessary to restore and protect nature. Similarly, emerging taxonomies 

from Multilateral Development Banks clarify what qualifies as nature-positive 

activity, harmonize standards, and reduce greenwashing, but they do not 

create enforceable incentives, direct funding, or modify relative prices. These 

frameworks are indispensable for guidance, but without a complementary 

financing mechanism, they cannot close the multi-trillion-dollar gap needed to 

halt ecological decline. 

Nature and biodiversity credits are valuable for experimentation and allocating 

resources at the margins of the current system. They engage voluntary 

corporate and philanthropic actors, advance methodological innovation, and 

help pilot allocation strategies. Their scale, however, is inherently limited. 

Voluntary, fragmented, and slow, they cannot approach the approximately $3 

trillion per year needed for systemic regeneration. Only when a system-wide 

price on nature exists—embedded in economic activity through the Nature 

Ecco Levy—do these credits gain true meaning, directing funds efficiently 

without carrying the impossible burden of financing the planet. 

Natural capital accounting, balance-sheet integration, and global reporting 

frameworks are important milestones for transparency, recognition, and long-

term corporate governance. They are often applauded as the “respectful 

path” toward sustainable business practices. Yet achieving full adoption 

globally is a 15–30-year endeavour. While disclosure improves visibility, it does 

not create enforceable capital flows or alter incentives that drive ecosystem 

destruction. In contrast, the Nature Ecco Levy can launch rapidly, leveraging 

existing VAT and auditing systems to generate immediate, predictable funding 

that is tied to real economic activity. Firms can reduce payments by actively 

regenerating natural capital, embedding behavioural change directly into 

production and supply chains. 



15. Behavioural and social considerations 

The Nature Regeneration Tax (NRT) is designed to minimize undue social burden 

while maximizing ecological impact. By phasing in the levy gradually and 

leveraging standardized Nature Intensity (NI%) categories, the system allows 

consumers and businesses to adapt over time, reducing price shocks on 

essential goods. Targeted compensatory measures, such as rebates or social 

transfers, can mitigate impacts on low-income households, while capacity-

building programs support smallholder farmers in adopting regenerative 

practices that directly reduce their NI% and tax liabilities. Incentives embedded 

in the NRT create positive behavioural feedback loops: producers gain 

predictable planning horizons and financial rewards for sustainable practices, 

and consumers are guided toward low-impact choices without abrupt 

disruption to affordability. In this way, the fiscal architecture simultaneously 

advances ecological goals, economic resilience, and social equity. 

16. Integration with financial markets 

The NRT can be seamlessly integrated with existing financial instruments, 

creating a hybrid public-private financing ecosystem for ecological 

regeneration. Revenues could support or co-finance green bonds, nature-

linked securities, and ESG-compliant investment vehicles, providing transparent, 

high-quality capital for large-scale restoration projects. Sovereign and 

multilateral funds can leverage NRT flows as predictable collateral, reducing 

perceived risk for private investors and unlocking additional capital for 

regenerative initiatives. By linking NRT revenue streams to market instruments, 

the system enhances capital efficiency, encourages private participation, and 

enables scalable deployment of funds while maintaining the core public 

mandate of regeneration. 

17. Legal and international constraints 

The design of the NRT anticipates potential legal and trade considerations to 

ensure robust enforceability and compliance. By embedding the levy within 

existing VAT or sales-tax infrastructures, jurisdictions can implement it unilaterally 

or through a coalition of willing states while minimizing conflict with domestic 

tax law. Border adjustment mechanisms align the NRT with WTO obligations, 

ensuring that imports and exports are treated equitably and that 

competitiveness is preserved. The architecture also allows for phased, 

evidence-based implementation that is compatible with international trade 

rules, reducing the risk of disputes and facilitating incremental adoption. Legal 

safeguards, coupled with transparent governance, ensure the NRT remains 

enforceable across jurisdictions while maintaining alignment with global trade 

and fiscal frameworks. 

18. Conclusion 

The Nature Regeneration Tax is not a substitute for existing instruments in nature 

finance; it is the missing structural layer that allows them to function at scale. 

Carbon pricing, natural capital accounting, risk frameworks, taxonomies, and 

voluntary markets each address important dimensions of the ecological 



challenge. Yet none provide a predictable, enforceable, and permanent flow 

of capital sufficient to halt ecosystem collapse and rebuild planetary resilience. 

By embedding a price on Nature Intensity directly into economic activity, the 

NRT reframes regeneration as capital formation rather than discretionary 

expenditure. It aligns incentives across entire value chains, preserves 

competitiveness through border adjustment, and mobilises funding at the 

magnitude required—using infrastructure that already exists. 

This paper does not present a finished policy blueprint. It presents a necessary 

category of fiscal architecture — one capable of operating at planetary scale 

and over multi-decade horizons. The central insight is simple: ecological stability 

is no longer an external objective of economic policy; it is a prerequisite for 

financial stability, growth, and sovereign resilience. 

In that context, the absence of a structural mechanism to finance regeneration 

is not a conservative stance. It is the largest unresolved risk in the global 

economic system. The Nature Regeneration Tax offers a credible, enforceable, 

and scalable response—one that converts ecological constraint into economic 

strategy and ensures that protecting nature becomes not an act of virtue, but 

a condition of prosperity. 

 

Summary: Embedding regeneration into global economic architecture  

This paper examines the structural gap in the global nature-finance system and 

proposes the Nature Regeneration Tax (NRT) as a fiscal mechanism to address 

it. Despite increasing recognition of nature-related risks and the expansion of 

voluntary and market-based instruments, current approaches have not 

generated funding at the scale, predictability, or permanence required to halt 

ecosystem degradation and restore natural capital. 

The NRT is designed as a rules-based levy applied to economic activities 

according to their Nature Intensity (NI%), defined as the degree of 

dependence on and impact upon natural systems. The mechanism follows a 

VAT-style logic: it is applied once along the value chain, input-credited to 

prevent cascading effects, and collected through existing national tax 

infrastructures. Border adjustments ensure equivalent treatment of imports, 

preserving competitiveness and reducing leakage. 

All revenues are earmarked exclusively for ecosystem protection, restoration, 

and regeneration. Funds are allocated through an independent, mandate-

bound governance structure using transparent, science-based criteria. The 

mechanism is intended to operate alongside existing tools—such as carbon 

pricing, natural capital accounting, biodiversity credits, and Payments for 

Ecosystem Services—by providing a stable source of capital that these 

instruments currently lack. 

The NRT can be phased in gradually, allowing markets and firms to adapt while 

providing immediate incentives to reduce Nature Intensity through improved 



sourcing, product redesign, and regenerative practices. Standardised NI% 

categories enable broad participation, including small and medium-sized 

enterprises, while more granular reporting allows firms to reduce liabilities over 

time. 

By embedding a price on nature dependency directly into economic activity, 

the NRT aims to mobilise funding at a scale commensurate with global 

ecological needs, estimated at up to USD 3 trillion annually. The proposal is 

presented as a conceptual framework rather than a final policy design, 

intended to support further empirical analysis, legal structuring, and institutional 

development. 

 

 


