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Assignment and output from the expert commission

The Nature Risk Commission was appointed by
the Norwegian Government on 22 June 2022. In
this report, the Commission accounts for its work
on nature risk for industries, sectors and commu-
nities in Norway. This report offers insight that
will contribute to a better understanding and
assessment of nature risk — and an improved man-
agement of nature risk at all levels.

The Commission’s mandate comprised the fol-
lowing main tasks:

— describe nature risk based on the approach and
terminology used in the report by the Expert
Commission on Climate Risk,! but with necess-
ary modifications due to differences in the two
challenges.

— assess how Norwegian industries and sectors
are affected by physical nature risk, i.e., natio-
nal and global nature loss and biodiversity, with
a primary emphasis on physical changes that
may constitute the most significant risk factors.

— assess how Norwegian industries and sectors
will be affected by expected and potential tigh-
tening of framework conditions via changes in
global, European and national policies on biodi-
versity, with a primary emphasis on changes
that may constitute the greatest risk factors.

— assess how to most appropriately analyse and
present nature risk at the national level.

— review how affected parties in Norway (private
and public sector enterprises and organisati-
ons, including financial institutions) analyse
and manage nature risk today, identify possible
areas of improvement and assess and
recommend methodologies that enable such
parties to analyse and manage nature risk in
the best possible manner.

Nature underpins economic activity and
human well-being and thereby the society we live
in. We subsist on, use and interact with nature in
many different ways. We subsist on nature’s con-
tributions to, among other things, food, animal

1 NOU 2018: 17.

feed, medicines, energy, materials, genetic materi-
als and beneficial organisms. We live fogether with
nature and depend on its life-giving, harm-regulat-
ing and waste-absorbing processes. We live in
nature and shape it by way of business operations,
culture and recreation and we live as nature and
are shaped by nature, as we are part of nature.
However, human activity also affects nature in
countless ways, many of which are harmful.

Nature risk is about how the risk of loss and
degradation of nature affects enterprises that
depend on and impact on nature, and about the
importance of society working to counteract this
loss. The first form of risk is referred to as
physical risk and the second as transition 7isk.
These forms will be specified, elaborated and
reviewed in the report. Both are also important at
the societal level.

The Commission has aimed to produce an
overview of both what nature risk is and entails
for actors and communities in Norway and how
nature risk is addressed, both internationally and
in Norway. In addition, we have particularly dis-
cussed how actors and enterprises ought to relate
to nature risk. There are extensive international
efforts in the form of government-driven coopera-
tion such as the Organization for Economic Co-
operation and Development (OECD) and the EU,
and in business-driven cooperation such as the
Taskforce on Naturerelated Financial Disclo-
sures (TNFD). Our work must be based on their
insight and thus that the work on nature risk in
Norway is in line with international efforts. The
Commission has held comprehensive consulta-
tion rounds with many committed actors in both
the public and private sectors, and many are
becoming increasingly aware of nature risk. Nev-
ertheless, there is still a long way to go before
general knowledge, understanding and practice
ensures that all actors assess and manage nature
risk satisfactorily. This applies to both the private
and public sector.
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The Commission makes specific recommenda-
tions at the national level and in relation to public
and private sectors. A key recommendation is that
actors and enterprises should observe the follow-
ing five main methodological stages in their
assessment and management of nature risk:

— identify where and how the enterprise impacts
nature, including in its supply chains

— analyse where and how the enterprise depends
on and affects nature

— assess how the enterprise is exposed to nature
risk

— use the analyses and assessments as a basis for
internal and external reporting

— apply this knowledge as a basis for specific deci-
sions and actions

The Commission has also proposed some overar-
ching approaches that should form the basis of all
work pertaining to nature risk.

The Commission is grateful for the opportu-
nity to work on this vital assignment.
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Chapter 1
Summary

1.1 Theloss and degradation of nature
poses a risk to economic activity
and human well-being

Nature loss threatens society and well-being

The natural resources and other goods and ser-
vices we receive from nature are the basis for eco-
nomic activity, society and human well-being in a
broad sense.? The use of resources is increasing
and other human activities are becoming more
extensive, which impacts nature in countless and
often harmful ways. This means that nature aro-
und the world is deteriorating faster than ever
before in human history, despite efforts being
made to preserve it. Nature loss, climate change
and pollution reinforce one another and produce
effects that have serious consequences for nature
and society. Although production in agriculture,
fisheries, aquaculture and forestry continues to
increase, 14 out of 18 categories of nature’s contri-
butions to people are in decline, globally. It is
mainly regulating and non-material contributions
that have declined. As an international
community, we are both exceeding and wea-
kening the planet’s resource-providing, life-sustai-
ning and waste-absorbing capacity on which we
are completely dependent. Nature loss affects eve-
ryone. However, the poor and vulnerable are hit
hardest and this could have serious consequences
for today’s young people and future generations.
The development of nature loss results in societal
risks, including for financial decisions in the
public and private sectors.

2 In line with the Intergovernmental Science-Policy Platform

on Biodiversity and Ecosystem Services (IPBES), the
Commission uses the main term nature’s contributions to
people, but also uses the terms natural assets and ecosystem
services, where relevant.

The Kunming-Montreal Global Biodiversity
Framework provides direction for a green
transition in society

A growing number of people are becoming aware
of the seriousness and extent of nature loss and
the consequences it has for society. This growing
awareness has been the driving force for a num-
ber of important international and national initiati-
ves with the aim of halting and reversing the loss
and degradation of nature and biodiversity. In
2022, 196 of the world’s countries agreed to the
Kunming-Montreal Global Biodiversity Fra-
mework under the Convention on Biological
Diversity, hereinafter referred to as the Global
Biodiversity Framework. The Global Biodiversity
Framework is a response to IPBES's® Global
Assessment and other scientific reports, which,
among other things, show that nature can be pre-
served, restored and used sustainably at the same
time as achieving other global societal goals,
through an immediate and concerted effort to
achieve sweeping societal changes. The Global
Biodiversity Framework sets the course for a glo-
bal green transition across societal sectors
through 23 targets that entail technological, econ-
omic, regulatory and social changes, including
changes in rules, norms and governance systems.
Norway was a driving force for an ambitious agre-
ement. In order to follow up the Global Biodiver-
sity Framework, the Norwegian Government has
announced that it will present a report to the Stor-
ting with a new national action plan for nature.

The economy is key to the green transition,
which is characterised by several sources of
uncertainty

The economy is key to the transition, among other
things as part of the Global Biodiversity Fra-
mework’s targets to reduce nature-related risk,

3 The Intergovernmental Panel on Biodiversity and Ecosys-
tem Services, https://www.ipbes.net/.
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achieve  sustainable consumption, remove
environmentally harmful subsidies and implement
a policy that takes into account and preserves
nature. This will require a significant effort to
channel sufficient private and public investment
away from activities that are harmful to nature and
in the direction of activities that contribute to the
green transition. The financial system and its
actors play an important role in this process.
Restructuring energy and food systems is impor-
tant to reduce society’s environmental impact.
However, well-functioning energy and food sys-
tems are also crucial for achieving other sustaina-
bility goals. The follow-up to the Global Biodiver-
sity Framework can lead to framework conditions
that alter the possibilities to utilise natural resour-
ces for consumption, production and services in
the future. At the same time, new national and
international framework conditions will provide
new opportunities to actors who support and act
in accordance with the environmental targets.

Both the loss and degradation of nature and
altered framework conditions can affect the condi-
tions for economic activity. The outcomes will
vary among different actors and enterprises acco-
rding to the manner in which they depend on and
impact nature. Moreover, outcomes will depend
on future development trends and decisions. It is
uncertain how the physical consequences of and
framework conditions for halting nature loss will
develop. It is also uncertain what effects may arise
and the extent thereof. Much will also depend on
the timeframe applied in the assessments.

A risk approach is useful for analysing and
managing uncertainty

Uncertainty makes it difficult to make good assess-
ments of possible future effects of nature loss or
possible future changes to framework conditions.
These consequences can affect various industries,
sectors, or economic indicators at the national
level. In the absence of certain projections, a risk
approach can be a useful tool for drawing more
attention to and understanding how different
factors can affect different actors and their activi-
ties and goal attainment. Risk analyses aimed at
identifying the specific risk factors resulting from
nature loss and related changes in framework con-
ditions will better enable actors to analyse, assess
and manage nature-related risk. Such a risk-based
perspective is the starting point for this Commis-
sion, which has been tasked with examining how
nature risk will affect Norwegian industries and
sectors, as well as Norway at the national level.

Nature risk affects not only sectors and
industries, but also society as a whole

To assess the nature risk for Norwegian indus-
tries and sectors, the starting point for the
Commission is the risk concepts discussed
above, with the associated frameworks that have
been developed internationally. The Commission
has based its work on actors in Norway, but has
in its assessments examined developments in
nature and framework conditions in Norway and
globally. This is in line with the Commission’s
mandate and it is also essential to include both
national and global conditions in the analysis of
actors in Norway’s overall nature risk. For some,
the greatest nature risk will lie in nature loss or
changes in framework conditions in countries
from which they import input factors, to which
they export, or in which they are established.
The international situation could also be of deci-
sive importance for enterprises that are exposed
to the global financial markets. This applies to,
e.g., the Norwegian Government Pension Fund
Global, which exclusively invests outside
Norway.

The mandate states that the Commission shall
assess nature risk at the national level. The
Commission has assumed that this includes the
Norwegian State’s areas of responsibility and
exposure in the broadest sense, including finan-
cial stability and effects on the population’s well-
being beyond what is captured by main economic
indicators.

Risk analyses can provide new insight to support
individual actors’ decision-making processes
and the authorities’ exercise of the precautio-
nary principle

We are faced with complex processes and chan-
ges in nature and society, and it is uncertain how
physical changes in nature, vulnerability and con-
sequences for people, will develop over time. Risk
analyses require the use of knowledge, and diffe-
rent analysis methods that shed light on the spe-
ctrum of possible future outcomes, with particular
emphasis on the most dangerous and irreversible
alternatives. Better knowledge and management
of nature risk will benefit each individual actor. In
addition, awareness of nature risk can help to redi-
rect capital flows in a more nature-friendly dire-
ction, as is set out in the Global Biodiversity Fra-
mework.

For nature risk, as for all other risk assess-
ments, risk tolerance or risk appetite may vary
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Nature risk is the risk of adverse impacts on
actors and society due to the loss and degrada-
tion of nature and biodiversity. This is a relati-
vely new concept and has been developed for
the purpose of analysing and managing the assu-
med effects of nature loss in financial and econo-
mic contexts. The background for developing
the concept was that traditional risk analysis in
economics and finance fails to adequately cap-
ture the unique features of nature-related risk.
The nature risk concept is based on the funda-
mental principles that have already been
developed to analyse climate risk, as described
by the Expert Commission on Climate Risk in
NOU 2018: 17. The nature risk concept consists
of two main categories: physical nature risk and
transition risk.

Physical nature risk means risk linked to the
consequences for the actors and society as a
result of the loss and degradation of nature and
biodiversity per se. Many enterprises depend on
nature’s many contributions to people, including
natural resources and both land and sea areas as
an input factor in or to support their activities.
Loss and degradation of nature and reduced
access to nature’s contributions can have an
adverse impact on enterprises and society.

Box 1.1 Nature risk includes physical nature risk and nature-related transition risk

Nature-related transition risk means risk for
the actors and society that arises as a result of
changes in regulations and framework conditi-
ons triggered by political decisions to reduce
nature loss, or as a result of changes in e.g.,
technology or consumer preferences. Actors
who have business models and production met-
hods that affect nature and fail to take into acco-
unt such changes are exposed to the risk of loss.
Actors with more sustainable business models
may find new opportunities.

A special subcategory of transition risk is liti-
gation risk. Litigation risk includes the risk of
being sued or held liable for damages and losses
caused by one’s own adverse impact on nature,
but may also include other forms of legal risk
e.g., in the form of fines and administrative
penalties or orders to amend existing activities.

On an aggregated level, nature risk can
occur on such a scale that it can lead to systemic
risk, where the risk is linked to the failure and
collapse of an entire system and not just the fai-
lure of individual parts. This can apply to the
real economy, the financial system and natural
systems.

according to role and exposure. For instance,
asymmetric incentive structures can lead to pres-
sure aimed at the overexploitation of natural
resources if the return is received within a short
timeframe and accrues to the owners, while the
risk materialises over a longer period of time and
is borne by the community.

The precautionary principle aims to protect
society against significant harm to nature and the
environment by requiring the authorities to take
uncertainty and particularly harmful outcomes
into account in their decisions. The principle is
also intended to prevent inadequate or uncertain
knowledge being used as a justification for failing
to take the necessary measures. The risk appro-
ach has been developed precisely to identify
uncertainty as a result of a lack of knowledge
about adverse impacts. This approach therefore
contributes to the ability of authorities and the
business sector to make good decisions in line
with the precautionary principle.

1.2 Accelerating human impactis
causing a global nature loss that
weakens nature’s contributions to
people and threatens well-being

Over the past decades, human activities have
reshaped nature, and this impact continues to
increase

Over the last 50 years, the world population has
doubled, the extraction of natural resources such
as food and energy has tripled, the global econ-
omy has almost quintupled and global trade has
increased tenfold. IPBES’s 2019 Global Assess-
ment shows how the resource-intensive growth in
the global economy is driving the loss and degra-
dation of nature through five direct drivers: chan-
ges in land and sea use, direct exploitation of orga-
nisms, climate change, pollution, and invasion of
alien species. The overall effect is alarming. The
IPBES estimates that three-quarters of land sur-
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face is significantly affected by humans, while
two-thirds of ocean area is increasingly affected
by our activities. While changes in land use are
the main cause of nature loss, overexploitation is
the most important cause at sea. However, all five
direct drivers contribute, are interrelated and
reinforce one another. For example, land use
changes contribute to a quarter of global war-
ming. At the same time, the IPBES and the Inter-
governmental Panel on Climate Change (IPCC)
note that climate change is expected to become an
increasingly important driver of loss and degrada-
tion of species and ecosystem functions, both on
land and at sea, in the future. This nature loss will
exacerbate global warming and the consequences
of climate change, among other things because it
will weaken nature’s capacity to absorb CO, and
regulate climate and its robustness in the face of
climate change.

Nature loss is accelerating and will continue to
intensify unless we take action

The IPBES’s Global Assessment shows that one
million of the globe’s estimated eight million ani-
mal and plant species face extinction unless we
take measures to reduce the causes of biodiver-
sity loss.* Many of them will become extinct in the
coming decades. Around 25 per cent of assessed
groups of species, such as plants, vertebrates and
well-known groups of insects are endangered,
while the estimates are somewhat lower — but also
more uncertain - for lesser-known groups.
Because land-use changes are among the most
important reasons why species are endangered,
the IPBES has estimated that half a million threa-
tened terrestrial species will become extinct
unless their habitats are restored. Without such
and other measures, we will see a continued acce-
lerating global loss of species. This loss is already
at least ten to a hundred times greater than the
average for the last ten million years.

In the last 50 years, populations of wild verte-
brates and many wild insects have also been gre-
atly reduced. Moreover, genetic diversity is lost,
ecological functions are weakened and local varie-
ties of crops and livestock breeds have become
extinct. Ecosystems are being harmed and trans-
formed. For example, 85 per cent of wetlands have
been degraded or lost. This weakens the ability of
ecosystems to store carbon and water and serve

4 IPBES (2019).

Box 1.2 Loss and degradation of
nature is a broad concept

The Commission uses the short form nature
loss to describe the loss and degradation of
nature, which applies to the scope of nature,
the ecological state, all forms of biodiversity,
and ecosystem functions. Thus, nature loss
comprises all the features of nature that
underpin nature’s material, non-material and
regulating contributions to people.

as a buffer against extreme weather such as
floods and droughts.

It can take many years from the time human
influence commences a process of change in
nature until the consequences become visible.
During this period, the changes in nature can
change direction and speed and can reach a point
where they become irreversible, an example of
which is the extinction of species. It can take a
long time before we become aware of what is
unfolding and comprehend the causal relations-
hips. Such failure to detect and comprehend can
limit our opportunities to halt or reverse nature
loss. The changes we cause today will therefore
have consequences for the future of today’s young
people and for generations to come. The potential
for serious consequences is great, as human influ-
ence on nature continues to increase.” In parti-
cular, it is important to be aware that the overall
burden can cause large-scale changes and the risk
of important ecosystems collapsing. The IPCC
and IPBES refer to the risk of such large-scale
changes in forests, coral reefs and the Arctic.

Loss and degradation of nature increases the risk
that nature’s contributions to people will be
weakened or lost

We depend on nature and are therefore vulnerable
to its accelerating degradation and destruction.
The IPBES’s report on values shows how we sub-
sist on, use and interact with nature in many diffe-
rent Ways.6 We subsist on nature’s contributions
to, among other things, food, animal feed, medici-

5 This is the background for the Commission’s mandate. The

mandate is provided in Chapter 2.1 and is available at
https://naturrisikoutvalget.no/mandat/.

6 IPBES (2022a).
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nes, energy, materials, genetic material and bene-
ficial organisms. These directly harvestable natu-
ral assets are often referred to as nature’s material
contributions to people, or provisioning ecosys-
tem services. In addition to agriculture, aquacul-
ture and forestry, billions of people worldwide har-
vest more than 50,000 wild plants, animals and
fungi for use as food, energy, medicine, materials
and other purposes.” The UN Food and Agricul-
ture Organization notes that environmental degra-
dation is now reducing these contributions and
that this is one of the reasons the number of mal-
nourished people is again on the rise.® We also
live together with nature and depend on its life-
giving, harm-regulating and waste-absorbing
processes, also referred to as nature’s regulating
contributions to people, or regulating and suppor-
ting ecosystem services. The disappearance of
nature’s contributions to people is only noticed
once access to resources fails, when waste materi-
als accumulate or when natural perils occur. The
IPCC has found that an average global warming of
2°C may pose a high risk to food security, while a
warming of 4°C would be catastrophic.” When
nature’s provisioning and regulating capacity is
weakened while needs increase, so too is our abi-
lity to feed the global population, which is an esti-
mated nine billion people by 2050. We live in
nature and shape it through business activities,
culture and recreation, and we live as nature and
are shaped by nature as we are part of nature.
These natural assets are often referred to as
nature’s non-material contributions to people or
cultural ecosystem services.

Nature loss undermines the achievement of the
UN Sustainable Development Goals

Nature loss results in a risk of reduction in
nature’s contributions to people and of increased
disadvantages, such as diseases, harmful orga-
nisms and other natural perils. In conjunction with
climate change and other environmental destru-
ction, nature loss therefore contributes to under-
mining a number of the UN Sustainable Develop-
ment Goals. This hits vulnerable and poor
countries and groups the hardest. Thus, environ-
mental destruction threatens social stability and
increases the risk of conflicts and migration,
which in turn become part of the risk situation of
nature loss.

7 IPBES (2022h).
8  FAO etal. (2023).
9 IPCC (2023).

Norwegian nature is also under pressure

Norway is a vast country, far to the north, with a
considerable biodiversity and low population
density. Nevertheless, we see that people influ-
ence nature and its contributions to people here
as well. The Norwegian Nature Index, based on
260 indicators for biodiversity across all ecosys-
tems, has an overall value of just under 0.5 on a
scale from 0 (absence of natural value) to 1 (refe-
rence state without human influence on natural
ecosystems, nature in good condition for semi-
natural sites). It is particularly forests and open
lowlands that bring down the score. The Norwe-
gian Nature Index from the year 2000 onwards
shows a slightly positive development for forests
and fresh water, while the development is slightly
negative for mountains. For open lowland there is
a clear decline. The other ecosystems have remai-
ned fairly stable.1? Half of the nature types and 21
per cent of species in Norway are red-listed.}
Here, too, forests (48 per cent of the red-listed
species) and open lowland (especially the semi-
natural sites, 29 per cent of the red-listed species)
bring down the score. The endangered species
make up 12 per cent of all assessed species, with
the largest proportion of endangered species
found among birds, mammals and vascular plants.
Moorland, palsa bog and river delta are examples
of endangered nature types. The number of
endangered species is highest in the south-eas-
tern parts of Norway and it is also here that we
find the greatest diversity of rare habitats and the
greatest pressure on nature. The knowledge base
behind the Norwegian Red List for Species has
been strengthened in recent years and the num-
ber of species considered for red listing and the
number of endangered species is growing.

In step with global trends, land-use changes in
the form of land degradation, fragmentation,
intensive use and regrowth are the most impor-
tant impacts putting nature types and species at
risk of disappearing in Norway. To illustrate this
development: while half of the Norwegian main-
land was characterised as wilderness at the start
of the 20th century, only 11.5 per cent remains
today. At the same time, there have been major
changes in the use of and impact on landscapes.
For example, extensive harvesting and use of the
landscape in the form of grazing, felling and fire,

10 Jakobsson and Pedersen (2020).
11 Gee the Norwegian red list for species in Artsdatabanken

(2021) and the Norwegian red list for nature types in Arts-
databanken (2018).
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which is an important prerequisite for many semi-
natural nature types and associated biodiversity,
has been greatly reduced.

Pollution, overexploitation and the introdu-
ction of invasive alien species also pose threats to
Norwegian nature, while climate change is having
an increasingly adverse impact on nature at sea,
along the coast and in the mountains. In some
areas and nature types, the overall burden is con-
siderable. This applies, among other things, to
wetlands and cultural landscapes (especially semi-
natural nature types), fjords such as the Oslofjord
and the southern sea areas. Measures in environ-
mental management in recent decades have redu-
ced some adverse impacts, while others are expe-
cted to have an increasing effect in the future.
This is partly because the impacts continue to
increase and partly because it takes time for the
consequences of changes that have already taken
place to become apparent. In an assessment of
Norway’s environmental efforts, the OECD con-
cludes that efforts to preserve nature and biodi-
versity are insufficient to achieve the goal of hal-
ting or reversing the adverse trends in nature.!2

Through trade, the influence of Norwegian
society extends into a world characterised by
major differences in access to resources and
resource use.

1.3 Better assessment and
management of nature risk will
lead to better decisions for society
and nature

The nature risk approach originates from the
financial sector but can be applied to various
contexts, including at a societal level

The new nature risk concepts originate from initi-
atives in the financial sector, where the collabora-
tive project on nature-related financial reporting,
Taskforce on Naturerelated Financial Disclosu-
res (TNFD), has played an important role.!® The
TNFD framework for how nature risk should be
assessed and managed is primarily geared
towards instruments that are relevant to financial
decision-makers. This means, among other
things, that it places considerable emphasis on
corporate reporting that investors can use in their
investment decisions. According to the fra-
mework, companies must first identify their

12 See e.g., Chapter 2 of OECD (2022b).
13 See more on TNFD’s website https://tnfd.global/.

dependence and impact on nature and natural
assets. Next, they must assess how dependence
and influence expose the company to nature risk
and how they must relate to this at a strategic
level. Nature risk must be reported in connection
with other financial reporting. Here, the TNFD
framework closely follows the framework from
the Task Force on Climate-Related Financial
Disclosures (TCFD) for climate risk.!4

The TNFD framework includes the principle
of double materiality. This means that it is not only
the actor’s dependence on nature that must be
assessed but also the impact on nature. Both fra-
meworks use scenarios as tools in connection
with risk assessments. Scenarios are particularly
useful for analysing future developments that are
associated with considerable uncertainty, because
they provide the opportunity to expand the range
of outcomes both in terms of developments in
nature and society. Physical nature risk and transi-
tion risk do not necessarily follow the same
development over time, which can also be illustra-
ted using scenarios.

The term nature risk is also used in other con-
texts. International economic organisations have
further developed the methodology so that it can
be used by decision-makers with other goals. This
includes, for example, the Organization for Econo-
mic Co-operation and Development (OECD), and
the Network for Greening the Financial System
(NGFS), which is a network of central banks and
financial supervisors working to improve the
management of environmental risk in the financial
sector. In these circumstances, the frameworks
are adapted to the organisations’ areas of respon-
sibility, including the safeguarding of financial sta-
bility. Target 15 of the Global Biodiversity Fra-
mework stipulates that states are to take measu-
res to encourage and enable business, and in par-
ticular to ensure that large and transnational
companies and financial institutions regularly
monitor, assess, and transparently disclose their
risks, dependencies and impacts on biodiversity.

Risk concerns adverse consequences but there
are also opportunities in transition

Opportunities arise in all situations, including
when nature is lost or framework conditions are
tightened. Actors can actively seek opportunities
in new markets, new products and services, more
efficient processes and use of resources, changed

14 More information about TCFD can be found at https://
www.fsb-tcfd.org/.



Official Norwegian Reports NOU 2024: 2 15

In interaction with nature

access to capital and financing and improved repu-
tation. For some, there are opportunities even in
situations that may be harmful to society. An
example is the harvesting of alien species, such as
king crab and pink salmon.

Opportunities can also be directly linked to
measures for a better environment, e.g., through a
more circular economy and the conservation and
restoration of nature.

A risk perspective on nature loss, as proposed
by the Commission, provides the opportunity to
better understand and take into account both posi-
tive and negative effects of nature loss and chan-
ges in framework conditions for an actor’s busi-
ness. This is not only useful for individuals, but
can also make a positive contribution at the socie-
tal level, because the actors’ overall adaptation can
contribute to the green transition.

Analyses of nature risk will have different fra-
meworks and perspectives. The starting point for
nature risk analysis will be the perspective of the
actor who assesses their risk. By actors, we mean
anyone who makes decisions related to nature,
whether they are in the private or public sector,
from national authorities at the top down to deci-
sion-makers in individual municipalities or enter-
prises. There is a connection between physical
nature risk and transition risk in that the transi-
tion risk is triggered by society’s attempts to
reduce the impact on nature. However, the transi-
tion risk also depends on many other factors — not
least on whether changes in framework conditi-
ons are predictable, have a democratic basis, are
effective and occur in a way that societal actors
have confidence in.

In accordance with its mandate, the terms are
described based on the Expert Commission on
Climate Risk’s approach and use of terms! and in
line with the understanding and use of key inter-
national references, including TNFD, OECD and
NGFS.16 The Commission’s analysis also exami-
nes how the State and municipalities work on risk
analyses and emergency preparedness in general
and the IPCC’s definition of risk, which describes
the risk of adverse consequences for both human
and ecological systems.!’

Although risk assessments are useful and can
make a positive contribution to individuals and
society, there are important questions that cannot
be answered with the use of economic or risk

15 See NOU 2018: 17.

16 See TNFD (2023a and b), OECD (2023b) and NGFS
(2023a).

17 Reisinger et al. (2020) and IPCC (2021).

management tools. This applies, among other
things, to questions concerning distributional
effects between countries and over generations
and consideration of nature’s intrinsic value,
which are fundamental philosophical and ethical
questions. Furthermore, many decisions and
trade-offs related to the use and conservation of
nature raise key legal questions. For Norway,
rights and obligations under international law
relating to the practice of Sami industries and the
preservation of Sami culture, are particularly
important. The Commission emphasises that
work on nature risk must reflect and adapt to such
frameworks and limitations.

More systematic assessment and management
of nature risk will contribute to decisions that
support the transformation we need

The Commission believes that better assessment
and management of nature risk will contribute to
highlighting important matters:

— Dependency: Actors’ and society’s physical
dependence on nature and vulnerability to
future nature loss and impairments in nature’s
vital contributions to people, thereby increas-
ing understanding of what nature loss can
cause in terms of costs and reduced well-being.

— Impact: Actors’ physical impact on nature and
how this impact can increase their own and oth-
ers’ vulnerability, including the risk of legal
action, and thereby increase an understanding
of the importance of reducing the impact.

— Uncertainty: The uncertainty actors and
society face, including vulnerability to especi-
ally dangerous outcomes which will thereby
produce a more comprehensive basis for deci-
sions.

— Shared understanding: Shared understanding
of nature risk and open, accessible knowledge
about the risk will motivate actors to take
action that reduces their own and others’ risk
and increase the likelihood of positive outco-
mes in the face of social change.

The Commission recommends five main stagesin
the work on nature risk

The Commission recommends five general main
methodological stages that should be observed in
work on nature risk, irrespective of actor and
level, and in both the public and private sectors.
These steps are presented in figure 1.1.
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« Identify where and how the enterprise interacts with nature
- Examine ecosystems both in Norway and other countries, including via supply chains

conditions (transitional risk)*

+ Analyse where and how the enterprise depends on nature
« Analyse where and how the enterprise impacts nature
- Take into account legislation and frameworks of significance for the enterprise’s dependencies and impact

« Assess the possible consequences of changes in nature (physical nature risk) and of changing framework

- Take into account risk-mitigating measures that have been implemented or planned
«+ Perform stress tests for the possibility of dangerous outcomes for the enterprise
« Consider correlations with other forms of risk to the enterprise

*Systemic risk may be relevant for analyses of nature risk at the aggregate level

~\
« Use the assessments as a basis for the enterprise’s reporting
« Include material nature risk in both statutory and voluntary external and internal reporting
- Make reporting comprehensible and accessible
J
N
« Apply the decision-making basis to specific decisions and actions
+ Make open and systematic assessments of trade-offs and potential dilemmas
\. J

Figure 1.1 Methodological main steps in the work on nature risk

Illustration: Konsis
Source: The Nature Risk Commission

1.4 Industries and sectors in Norway
both depend on and impact nature

Several industries and sectors in Norway are dire-
ctly dependent on material contributions from
nature. This applies in particular to the primary
industries of the economy but also to sectors such
as tourism and energy production and some parti-
cularly land-intensive sectors. Many industries,
sectors and societal interests also depend on the
regulating contributions of nature such as water
and flood regulation, as well as the absorption and
conversion of CO, and nutrients. In addition, the

population and households depend on a wide
range of contributions from nature to fulfil many
of their needs, activities and interests.

All the industries (including households) that
the Commission has examined impact on nature,
albeit to varying degrees and in different ways. All
the main ecosystems in Norway - sea, coast,
rivers and lakes, wetlands, forests, cultural lands-
capes and open lowland areas, mountains and cul-
tivated land - are impacted by society’s activities.
However, both the degree of impact and the rela-
tive significance of different influencing factors
vary among main ecosystems and regions.
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1.5 Industries and sectors in Norway
are exposed to nature risk

Society’s impact on nature due to land changes,
harvesting, climate change, pollution and the
spread of alien species weakens nature’s contribu-
tions to people which, in various ways, exposes
industries, sectors and society as a whole to physi-
cal nature risk. Industries’ and sectors’ exposure
to physical nature risk is especially linked to their
dependence on nature. A majority of the indus-
tries and sectors the Commission examines are
exposed to nature risk related to the weakening of
nature’s regulatory contribution, e.g., through
increased likelihood and consequences of natural
perils such as floods, landslides, drought and ero-
sion. This exposes industries, sectors and house-
holds to the risk of a number of harmful effects,
where damage to infrastructure, in particular,
could affect society at large.

Loss of material contributions from nature
affects the main sectors of the economy in parti-
cular (see below) but also entails risks for house-
holds’ ability to engage in outdoor recreation and
harvesting of natural resources, while industry
and trade are primarily affected through the sup-
ply chains. Loss of material contributions also
poses a risk to the households’ ability to engage in
activities such as outdoor recreation and harve-
sting of natural resources. Loss of non-material
contributions from nature has a more general
impact, e.g., through reduced contributions to
physical and mental health and loss of opportuni-
ties for cultural exercise, including Sami cultural
exercise.

Land-use changes are a major cause of nature
loss and a key underlying factor for nature risk

Land is a scarce resource — both on land and in
coastal and marine areas — and land-use changes
are the most important cause of loss and deterio-
ration of nature, both in Norway and globally. The
Commission finds that land-use changes are also
an important factor behind physical nature risk
affecting Norwegian industries and sectors. Land-
use changes are a main cause of loss of regulating
contributions such as carbon storage and water
regulation and of loss of non-material contributi-
ons such as cultural values and impacts on health,
which concerns many actors in society. For some
industries, land-use changes cause a loss of mate-
rial contributions, such as arable land and grazing

areas. The reduction of such contributions is a
source of physical nature risk.

At the same time, the growing attention to land
and land use in society can provide tighter fra-
mework conditions for access to land for commer-
cial activities. In turn, this can be a source of trans-
ition risk for industries and sectors with a high
dependence on using or harvesting areas, or with
a considerable impact on areas, such as building
and construction, power generation, new green
industries, agriculture, fisheries, the petroleum
sector, offshore wind, aquaculture and mineral
extraction.

The primary industries of the economy are parti-
cularly exposed to physical nature risk

The primary industries of agriculture, forestry, fis-
hing, aquaculture and reindeer husbandry are,
along with tourism, the sectors that, due to their
dependence on both regulating and material con-
tributions from nature, are most exposed to risks
related to loss and deterioration of nature in Nor-
way. This is, among other things, due to the fact
that adverse impacts in the form of land-use chan-
ges, climate change and invasive alien species can
weaken nature’s provisioning, regulating and cul-
tural contributions. Physical nature risk affects
the primary industries of the economy through,
among other things, an increased risk of disease
outbreaks and pests, reduced productivity and an
increased risk of damage to crops and infrastru-
cture, as well as reduced available land which
limits the sectors’ adaptability.

Industries, sectors and households in Norway are
affected by nature risk through their supply
chains

Industries, sectors and households in Norway are
dependent on raw materials and resources from
other parts of the world, and may be exposed to
nature risk via countries and regions with which
they trade. Loss and deterioration of nature in
countries with which we trade or globally can the-
refore expose Norwegian industries to physical
nature risk. Specific examples include risks rela-
ted to importing food, animal feed resources for
agriculture and the aquaculture industry, or other
industries that depend on imported goods, inclu-
ding commodities such as food and textiles.
Imports of finished goods and services are especi-
ally important for households.
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Transition risk depends on how comprehensive,
rapid, efficient and predictable the transition is

Framework conditions that affect how we use
nature are subject to change and the opportunity
space is broad in terms of future use of instru-
ments. Uncertainty regarding future framework
conditions and the significance thereof creates
transition risk. The authorities should facilitate
the reduction of physical nature risk through
comprehensive, long-term, knowledge-based and
predictable policies, implemented in a manner
that produces the lowest possible transition risk
for actors and business. The authorities’ under-
standing of and dialogue with business and the
parties in working life is key to reducing transition
risk when introducing new policies.

Many individual actors can reduce their nature
risk by reducing their own dependence or impact
on nature. Policies, framework conditions, consu-
mer preferences and technological developments
play a key role in relation to physical nature risk
caused by the impact of others on nature and
transition risk.

Instruments and tools, which can roughly be
grouped as regulations, incentives and information,
must be developed and used so that different goals
and interests can be balanced against each other in
a manner that effectively safeguards society’s
common and long-term interests. The Commission
believes that the Global Biodiversity Framework
provides a more predictable direction in the mana-
gement of nature. Temporal and numerical targets
should be set for the phasing in of measures. The
upcoming report to the Storting on the follow-up of
the Global Biodiversity Framework will be a key to
these efforts. Policy and measures must take into
account Norwegian influence on nature in other
countries, including through the importation of
food and other products and services.

Legitimacy and long-term policies reduce
transition risk

In order to ensure that policies are predictable
and long-term and will be continued through
government changes and safeguard common
societal interests, including the interest of future
generations in avoiding catastrophic outcomes,
they must have legitimacy both among the popula-
tion and broadly in the political landscape. This
also requires identifying how policy measures
affect various social groups, including through
distributional effects. Among other things, this
entails taking into account the country’s geo-

graphy and business structure. Policy changes
must consider the risk that activities may be
moved out of the country, without the overall
environmental impact being reduced.

Land-use changes and climate change are
important adverse impacts on nature, both glo-
bally and in Norway. Therefore, the Commission
anticipates that possible sector-wide government
measures to reduce adverse impacts from land-
use changes and greenhouse gas emissions will
increase the transition risk for certain actors and
sectors. Sectors such as power production and
distribution, building and construction, agricul-
ture, forestry, fishing and aquaculture industry,
fossil fuel and other industries that depend on
land and/or involve considerable greenhouse gas
emissions will be particularly exposed to such
transition risk. Measures to regulate pollution,
overexploitation and invasive alien species will
also contribute to transition risk in certain areas.
Here, too, the transition risk will be linked to how
long-term and predictable policies are.

Considerable work remains to develop a
strong and agreed-upon methodology for asses-
sing and managing nature risk at the national
level. The OECD and others have laid a good
foundation for analyses and further work, especi-
ally for economic conditions and the financial
sector. International standards and agreed-upon
methodologies contribute to more rapid imple-
mentation, and it is important that Norway obser-
ves the same standards and contributes to further
developing and embedding them.

1.6 Changesin Norwegian and
international policies on nature
expose actors in Norway to
transition risk

As more people become aware of the global scale
of the loss and deterioration of nature and the con-
sequences for society, more people are recogni-
sing the need for a transition to a society where
we make greater allowances for nature. The fol-
low-up of the Global Biodiversity Framework and
the European Green Deall®, which was put for-
ward by the European Commission in 2019, requi-
res us to transition from a society based on resha-
ping nature to a society which reshapes itself in
order to be able to meet the needs of the popula-
tion within the nature’s tolerance limits.

18 See  e.g., https://commission.europa.eu/strategy-and-
policy/priorities-2019-2024/european-green-deal_en.
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Follow-up of the Global Biodiversity Framework
and Paris Agreement will entail a transition

The Commission assumes that the Global Biodi-
versity Framework will serve as a framework for
future Norwegian and international policies and
social development.!? The Commission also assu-
mes that Norway’s follow-up to the Paris Agree-
ment and work to achieve the goal of net-zero glo-
bal carbon emissions in 2050 will shape the socie-
tal transition, in conjunction with the follow-up of a
number of other international agreements.
Through the Global Biodiversity Framework, the
world’s countries have agreed to take measures to
halt human induced extinction of species and the
loss of nature areas (targets 1 and 4). This is to be
achieved, among other things, through effective
conservation and management by way of ecologi-
cally representative, well-connected and equitably
governed systems of protected areas and other
effective area-based conservation measures for 30
per cent of terrestrial and inland water areas and
of marine and coastal areas (Target 3), by restor-
ing 30 per cent of degraded nature (Target 2) and
making greater allowances for nature in all spatial
planning (Target 1). The countries have agreed
that nature-based industries shall be sustainable
(Target 10), and that all use, harvesting and trade
of wild species shall occur in a sustainable, safe
and legal manner (targets 5, 9 and 13). Indigenous
peoples and local communities shall be ensured
involvement, co-determination and access to both
material and non-material natural assets (targets
11, 12 and 19-23). Consumption, pollution, the
spread of alien species, waste and food waste shall
be reduced, environmentally harmful subsidies
eliminated, and private actors shall be mobilised
and held accountable (targets 6, 7, 8 and 15-18).
To achieve these targets, knowledge and transpa-
rency are important, as well as that considerations
for nature are not addressed separately, but are
integrated into relevant policies and management
(targets 14, 15 and 17).

The nature targets, in conjunction with the tar-
get of reducing net global carbon emissions to
zero by 2050, will have far-reaching consequences
for society, including agriculture, fisheries, fore-
stry, the energy sector, industry, transport and

19 More information about the Global Biodiversity Fra-
mework, including a Norwegian translation, can be found
at https://www.regjeringen.no/no/tema/klima-og-miljo/
naturmangfold/innsiktsartikler-naturmangfold/det-glo-
bale-kunming-montreal-rammeverket-for-naturmangfold-
naturavtalen/id2987476/.

the construction sector. In addition, there are con-
sequences for households since we also consume
goods and services that do not derive from Nor-
wegian industries and sectors.

The European Green Deal and developments in
the EU also indicate major changes for Norway

The EU’s 8th Environmental Action Programme
(2021-2030) elaborates on how nature and environ-
mental considerations will have to be connected
with the economic and financial system and with
the transition to a more circular economy.2

The EU’s policies will affect Norwegian indus-
tries and sectors, within the public and private
sectors, through regulations incorporated into
Norwegian legislation via the EEA Agreement.
Regulations that affect Norwegian interests or
Norwegian activities in the EU countries will also
be influential, in addition to other influences on
Norwegian policies and the development of our
regulations, framework conditions and markets.

The financial sector is key to the green transition

A new EU regulation sets clearer requirements
for financial institutions to reduce adverse impacts
and contribute to positive developments in nature.
These requirements shall contribute to a shift
towards more sustainable investments and soluti-
ons and reduce the risk of locking in resources
and bad investments that neither are, nor will
become, sustainable.

A key task for the financial sector is to assess,
price and redistribute risk in the economy. Nature
risk can lead to traditional financial risk for finan-
cial institutions, e.g., credit risk, liquidity risk,
strategic or operational risk. This applies to the
various industries in the financial sector, banks,
non-life insurance companies and life insurance
and pension providers, as well as other investors.
The financial sector and financial institutions
should therefore be key drivers for better assess-
ment and management of nature risk, both in the
sector itself and in other industries that they
serve.?l The Commission notes that many Norwe-
gian financial institutions are already well under-
way with these efforts.

20 See  https://environment.ec.europa.eu/strategy/environ-
ment-action-programme-2030_en.

21 See Deloitte (2022b) on nature risk in the Norwegian finan-
cial sector and TNFD (2023i) on guidance to the financial
sector.
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1.7 Use of risk methodologies can
support national decisions and
decision-making processes

Norway is exposed to nature risk of
national significance

Nature risk for Norway arises as a result of
development trends in nature and society’s
response thereto, both internationally and in Nor-
way. The assessment of the state of nature by the
IPBES and the assessments by international
actors such as the OECD, NGFS and the Coalition
of Finance Ministers for Climate Action provide a
clear basis for stating that we can expect signifi-
cant adverse consequences to the economy and
well-being as a result of nature loss. As a small and
open economy, we are also affected by increasing
risk in supply chains with a considerable impact
and dependence on nature. This interacts with the
loss of ecosystem services and altered framework
conditions in Norway, which affects domestic
industries and sectors. The Global Biodiversity
Framework and EU rules directly affect Norwe-
gian framework conditions when these are imple-
mented nationally. In short, this contributes to
nature risk at the national level. The national risk
also depends on the interaction between these
risks and other risks society faces.

Relevant authorities should assess the
relationship between nature risk and
financial stability

There are clear indications, including from the
OECD, the European Central Bank (ECB) and
NGFS, that nature risk can and will have an
impact on financial stability, in that the activities of
the financial sector are to a significant extent
exposed to nature risk. With its open and commo-
dity-exporting economy and considerable foreign
investments via the Norwegian Government Pen-
sion Fund Global, Norway is exposed to global
nature risk. The relevant authorities should there-
fore prioritise work on assessing nature risk and
financial stability.

Reduced nature loss will reduce nature risk
in the future

There are positive interactions between nature
policy and the management of nature risk. Pur-
suing an ambitious and effective nature policy is
not only important for mitigating the risk of
serious nature loss; if done correctly, it can also

reduce the transition risk during a green transi-
tion. Failure or inadequate management of physi-
cal nature risk now may result in greater adverse
consequences and become more costly later.

The physical nature risk will be reduced by
conserving and restoring nature and by reducing
the adverse impact on nature in Norway and in
other countries. This can be implemented by app-
lying an action hierarchy as the basis for decisions
that impact nature. This entails first planning to
avoid adverse impacts on nature where it is possi-
ble. In cases where harm cannot be avoided, mea-
sures must be taken to limit the harm or repair or
restore nature. A last option is to compensate for
harm to nature.

1.8 The public sector must take a more
proactive approach to nature risk

The Commission regards it as highly relevant for
nature risk to also be put on the agenda in the
public sector. The public sector is dependent on
nature (including nature’s contribution to mitiga-
ting landslides and floods) and makes a number of
decisions that directly and indirectly impact
nature. The sector is exposed to both physical
nature risk and transition risk. This applies to the
State and municipalities in their roles as regula-
tory authority, public authority, owner and pur-
chaser.

The Commission’s review shows that there
are a number of requirements that entail having
various public actors, in their different roles, ana-
lyse and manage nature risk where relevant.
However, this is inadequately practiced in many
places.

The knowledge base must be improved

In order to make good assessments of nature risk
in relevant processes and decisions, a relevant,
scientifically credible and broadly politically legiti-
mate knowledge base is necessary. This has been
highlighted in many comments to the Commis-
sion, including from enterprises, trade organisati-
ons, the financial sector, municipalities and
government agencies. Here, both the State and
the municipal sector have a responsibility — by
developing a good data and assessment basis and
by fulfilling individual reporting requirements,
respectively. It is also important that the data and
information are easily accessible and comprehen-
sible to those who will be using them.
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The Commission emphasises that accurate
analyses of nature risk rely on knowing where the
activities take place and what they affect. To be
useful, data must therefore contain precise and
localised information about nature and the activi-
ties in question. This is significantly different
compared to the data requirements for climate
risk assessments.

Nature assessments and location-based infor-
mation on how activities depend on and impact on
nature are necessary to analyse and manage
nature risk. The knowledge base that is available
for planning and management is largely geared
towards safeguarding special types of nature or
linked to individual decisions and measures. More
knowledge is needed about ecological relations-
hips, ecological processes and nature’s contributi-
ons to humans.

Capacity and competence must be enhanced

Knowledge-based work on nature risk sets clear
requirements for capacity and competence in
municipalities, companies and enterprises,
government agencies and the specialist environ-
ments used for investigation and analysis work.
There is a need for research and education on
nature risk-related topics that support the
development of competence and a knowledge
base in several specialist fields. Knowledge of
nature risk should also be strengthened in wor-
king life and society, in general.

Furthermore, the Commission highlights that
transitions in working life, resulting from climate
and nature policies, pose a transition risk and will
entail changes to business structures, occupatio-
nal composition and job descriptions. The
Commission supports the Norwegian Commis-
sion on Skill Needs’ assertion that education and
skills are crucial for success in the green transi-
tion, in the short and long term.?2 A skills shor-
tage can slow down the transitions necessary to
achieve the climate and nature targets. A rapid
and comprehensive transition can push more peo-
ple out of working life and contribute to increased
social inequality.

Nature risk must be included in relevant
decision-making processes

In the Commission’s opinion, increased emphasis
on the nature risk perspective can contribute to

22 Kompetansebehovsutvalget (Norwegian Commission on
Skill Needs) (2023).

better decisions, as it sheds light on, among other
things, dependence, impact and transition risk in
connection with the authorities’ decisions. The
public sector must analyse and manage nature
risk when considering a variety of matters — in a
manner that is both effective and inspires confi-
dence. It is important that all decision-making
processes, including political processes, are
knowledge-based, transparent and reliable. The
Commission assumes that municipalities will con-
tinue to have the main responsibility for land-use
management. In the continued work to ensure
better assessment and management of nature
risk, there is still a need to more closely examine
the relationship between State guidelines and how
local government can better manage the responsi-
bility of safeguarding important national and regi-
onal interests in nature.

The legislation governing public case and
decision-making processes provides little indica-
tion of how various considerations are to be emp-
hasised. An important reason for this is that the
balancing of different considerations in a specific
case is, and should be, of a political nature. This
means that changing the emphasis between
nature considerations/nature risk and other
objectives can largely be carried out within the
existing processes. It should to a greater extent
be documented and highlighted how different
considerations are weighed against one another
when making political decisions that affect
nature risk.

The authorities must follow up the applicable
requirements for assessment and reporting

The current legislation, including the Planning
and Building Act, the Nature Diversity Act and the
instructions for official studies and reports con-
tain requirements and provisions which, in princi-
ple, entail that nature risk shall be assessed,
where relevant. The authorities must strengthen
the follow-up to ensure that requirements for
assessing and managing nature risk are fulfilled in
practice, and that decisions contribute to ensuring
that Norway achieves its targets with respect to
nature. Such follow-up will have to include govern-
ment agencies, municipalities and publicly owned
companies. With regard to land-use management,
it is necessary that the sum of individual muni-
cipal decisions is registered at the regional and
national level, by setting clear expectations in
advance and collecting relevant information after-
wards.
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The State and the municipalities must
follow up the work on nature risk
in the companies they own

The State aims to be an active and responsible
owner with a long-term approach. The 2022 report
on state ownership introduced, among other
things, new expectations that the companies
owned by the State set targets and implement
measures to reduce the adverse impacts on biodi-
versity and ecosystems, and that they report on
their own target attainment.2> The new expectati-
ons are a way of getting the companies to strengt-
hen their work on reducing their own adverse
impacts on nature. Going forward, it is important
to follow up that expectations are met, examine
whether changes contribute to reducing nature
risk, and increase expectations for companies to
stress test their activities to examine how they
measure up to the targets in the Global Bio-
diversity Framework.

The Commission’s review shows that muni-
cipalities are responsible for enterprises and acti-
vities that may have a considerable impact on
nature risk. Several tasks that were previously
organised within the municipality as a legal entity
have now been separated into municipally owned
companies. In the same way that the State
communicates expectations to the companies it
owns, municipalities should focus their attention
on activities in municipally owned companies that
may have an impact on nature risk.

The State should specify the work on nature risk
in its fund management and its funding schemes

The Norwegian Government Pension Fund, which
will contribute to funding the welfare state over
generations, consists of the Norwegian Govern-
ment Pension Fund Global and the Government
Pension Fund Norway. Both of these funds are
major actors in their respective markets and contri-
bute capital to companies as a shareholder and cre-
ditor. Funds can thereby influence and communi-
cate the expectations of the companies they are
investing in. In addition, the funds’ nature risk
exposure is a result of the extent to which the
companies they invest in are exposed to nature
risk. Therefore, the Commission believes that the
State should assess how the work on nature risk
can be specified to a greater extent in the funds’
investment assessments and followed up more clo-
sely in the companies in which they are invested.

23 Report to the Storting No. 6 (2022-2023).

As one of the world’s largest funds, the Norwe-
gian Government Pension Fund Global can
communicate expectations that contribute to
major improvements and greater predictability in
how companies around the world analyse and
manage nature risk. The Fund has established a
Climate Advisory Board. and it should be conside-
red whether the board should have an extended
mandate that includes nature risk. Through its
data and experience, the fund can to a greater
extent contribute to relevant research on how
investors can effectively contribute to sustainable
development in businesses.

The State contributes to the funding of compa-
nies and municipalities through various funding
schemes, e.g., through Innovation Norway, Eksfin
(Export Finance Norway) and the Norwegian
Agency for Local Governments (The Norwegian
State’s local government funding agency). Such
schemes can contribute to a green transition by
setting environmental requirements and/or offe-
ring better conditions if good environmental per-
formance can be demonstrated. By setting requi-
rements for the assessment and possible manage-
ment of nature risk, the State can also contribute
to reducing its own exposure to nature risk
through such schemes.

1.9 The private sector must strengthen
its work on assessment and
management of nature risk
and reporting

Some enterprises have made a good start with
their work on nature risk and are encouraged to
continue working on professional development
and decisions

Nature risk has become an established concept in
parts of the Norwegian business and financial
sectors and some companies and organisations
have come relatively far in becoming more aware
of the topic, working on methodology and develo-
ping the necessary supporting data for condu-
cting nature risk assessments. The financial
sector stands out in that nature risk has been on
its agenda for quite some time. The Commission
recognises the important contributions of enter-
prises that already actively work on nature risk.
Private enterprises should address nature risk
strategically, and they should use and contribute
to the further development of methodologies and
tools for assessing and managing nature risk. In
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Relevant and improvement-
orientated reporting

» Focused on what is essential - on key
dependencies and impact on nature

- Both status and development - as well as targets
and ambitions

« Specific and quantifiable to the extent
possible — both indicators and imple-
mented and planned improvement
measures

« Compliance with formal require-
ments (including CSRD) and
other standards

1. Improvement-
oriented reporting

4, Reduced impact
and improved situation
in nature

Specific measures in the
enteprise generate real
improvements for nature

» Reduced adverse impact

+ Streamlined dependencies

» Improvement by conservation
and resoration

- Continuous process

Reporting is professionally
and methodologically consistent

» Ensures comparability over time and
among enterprises

« Reporting is accessible to relevant
stakeholders through open and
standardised databases

« Reporting allows stakeholders to view

and understand status, changes,

assessments and improvement progress

>

Stakeholders react through
changes in behaviour to the
enterprise’s reporting

« Customers, suppliers and the
market in general

« Investors and creditors (access to
and terms and conditions
for/pricing of capital) and insurance
providers

- Employees and recruitment
candidates

- Civil society and the general public

o

Figure 1.2 More improvement-oriented reporting can have a greater impact on the ground

Illustration: Konsis
Source: The Nature Risk Commission

particular, this relates to advice and tools publis-
hed by TNFD.

New requirements for reporting require good
assessments of nature risk and should be used as
a basis for real improvements

In the coming years, many private actors will be
subject to stricter requirements for reporting
sustainability information as a result of the new
requirements in the EU Corporate Sustainability
Reporting Directive (CSRD) and the EU Sustaina-
ble Finance Disclosures Regulation (SFDR) for
portfolio managers and financial advisers. Smaller
actors who are not subject to direct reporting obli-
gations may be required to report by banks and
insurance companies, which in turn are required
to report on the sustainability of their portfolios.
Such reporting obligations can provide a basis for
better assessing and reporting on nature risk.
Figure 1.2 hows how reporting can help limit
nature risk and achieve actual improvements for

nature, in that the reporting emphasises impro-
vement, that the reporting is consistent and acces-
sible to affected stakeholders and that stakehol-
ders react to the enterprise’s reporting, goals and
conduct.

The Commission has not proposed extended
reporting for the private sector but wants current
and expected reporting requirements to contri-
bute to good management of nature risk and real
behavioural changes in the individual enterprise.
Furthermore, there will be such a large variation
in the nature risk assessments of the individual
actors that the Commission primarily recom-
mends a general methodology, inspired by TNFD.
Using this methodology in the individual enter-
prise will be of great importance to the private
sector’s assessment and management of nature
risk.

Double materiality is key to the new EU repor-
ting requirements and standards. The companies’
materiality analysis forms the basis for identifying
the content of the reporting. Uniform require-
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ments and standards will contribute to ensuring
that the information reported is more consistent
and comparable across companies and sectors.

1.10 The Commission’s
recommendations

The recommendations below are geared towards
authorities at the national level, the public sector
in general, as well as the private sector. There will
be some overlap between the various groups and
the recommendations must be viewed in context.
This is particularly true since the public sector lar-
gely determines the conditions for the private
sector’s management of nature risk in Norway.

The Commission emphasises that the level of
detail and scope of the specific recommendations
must be adapted to the needs of the individual
actor and that, among other things, due regard
must be given to available capacity in small muni-
cipalities and small and medium-sized enterprises.
The mandate states that the Commission is
not to propose specific measures and changes to
instruments that affect nature loss. The Commis-
sion assumes that better assessment and manage-
ment of nature risk will, in itself, contribute to bet-
ter management of nature. The Commission also
believes that greater awareness of nature risk rela-
ted to the risk of adverse consequences caused by
nature loss will enhance the ability to implement a
green transition in the private and public sectors.

Recommendations on methodology and approaches geared towards all actors

The Commission is of the
opinion that ...

... and therefore proposes that:

... greater awareness of -
nature risk will improve the
knowledge base for decisions
and enhance the ability to
undertake a green transition

in the public and private

sector

... some general approaches
should form the basis for all
work on nature risk -

public and private sector actors use and contribute to the further
development of analysis tools for nature risk to determine their degree
of exposure and adapt to reduce their own risk

assessments examine both how activities and actors are dependent on
nature and how they impact on nature (double materiality)
assessments are geared toward and focus on what is essential for the

enterprise, as well as also for nature and society

— actors and enterprises use up-to-date supporting data and knowledge
and draw upon available and relevant methodologies and guidance

— assessments of nature risk are integrated into established processes
for overall risk management

— activities are assessed in relation to possible future sample spaces,
including the possibility of particularly dangerous outcomes

— assessments must be adapted to the actors’ role and exposure

... some main methodological
steps should be observed for
all work on nature risk -

all work on assessment and management of nature risk should follow
five main methodological stages, cf. figure 1.1:
Identify where and how the actor and enterprise impact on nature,

including in their supply chains

— Analyse where and how the actor and the enterprise are dependent
on and influence nature

— Consider how the actor and the enterprise are exposed to nature

risk

— Use the analyses and assessments as a basis for internal and exter-

nal reporting

— Use this knowledge as a basis for specific decisions and actions
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Recommendations geared towards authorities at the national level

The Commission is of the

opinion that ... ... and therefore proposes that:

... Norway is exposed to -
nature risk, which can be
reduced by way of a predicta-
ble policy and international
cooperation that halts nature
loss

... assessment of nature risk
at the national level can con-
tribute to identifying and clari-
fying important conflicting
objectives in society -

... Norwegian authorities
must escalate and systematise
the work of assessing and
managing nature risk at the
national level

consequences of nature risk must be assessed in all relevant decisions
at the national level

The report to the Storting on the follow-up of the Global Biodiversity
Framework contains specific targets and measures that live up to the
ambitions and intentions of the Global Biodiversity Framework and
contribute to reducing physical nature risk in Norway

The report to the Storting clarifies what the targets and measures
entail in practice, both aggregated and individually for various actors
in light of their role in implementation, such that the report contri-
butes to predictable framework conditions and reduced transition risk
for public and private actors

in connection with the consideration of the report to the Storting,
efforts are being made for a nature agreement comparable to the par-
liamentary climate agreement, to ensure a clear direction, long-term
approach and predictability in the face of nature risk

nature risk assessments at the national level must take into account
the diversity of assets we receive from nature, including non-priced
effects and long-term assets for society as a whole and future genera-
tions.

assessments of physical nature risk take into account the consequen-
ces of nature loss and destruction of nature’s contributions to people
in Norway and the rest of the world

assessments of transition risk are broad and take into account con-
flicting objectives that may arise due to possible changes in framework
conditions both nationally and internationally, including the risk that
activities may be moved out of the country, without reducing the over-
all environmental impact

the tripartite cooperation between the parties in working life and the
State is used as an important arena for highlighting and managing
nature risk

Norges Bank (Central Bank of Norway) and the Financial Supervi-
sory Authority of Norway integrate nature risk in their work on the
assessment of financial stability.

key national planning documents for Norway, e.g., national and
government budget, the report on the long-term perspectives on the
Norwegian economy, the long-term defence plan, the national trans-
port plan and the integrated management plans for the Norwegian
marine areas, assess, highlight and propose measures to reduce
nature risk for Norway from a long-term perspective

arrangements are made for the Norwegian authorities and specialist
environments to participate in and contribute nationally and internati-
onally to developing knowledge and methods for working on nature
risk

the authorities evaluate the work on nature risk within five years,
including effects on nature and well-being
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Recommendations geared towards the public sector (the State and municipalities)

The Commission is of the

opinion that ... ... and therefore proposes that:

... nature assessments and -
location-based information
about nature are necessary to
analyse and manage society’s
dependence and impact on
nature and thereby its
exposure to nature risk

... environmental information
must to a greater extent be
systematised, digitised and
made available -

... capacity and competence
related to nature risk must be
enhanced in the public admi-
nistration, in working life and
society in general

methods and data are developed that provide better knowledge to
identify Norwegian nature’s contributions to people (ecosystem ser-
vices) in sectors, industries and society in general, and about the
values of such contributions, including those contributions that are
not priced.

more knowledge is developed about the status and trends of Norwe-
gian nature’s contribution to human well-being (ecosystem services),
including through the work on natural capital accounting

further efforts are made to develop comprehensive nature maps and
new environmental data

new data and methods are developed, among other things, based on
remote sensing, models, analyses and artificial intelligence that pro-
vide better knowledge of ecological relationships and processes in
nature

the work on the establishment and development of natural capital
accounting for Norway is used to better assess nature risk, including
strengthening the basis for overall assessments and considerations in
policy

environmental information and data must be made available in a single
location and in a manner that facilitates use in analyses, models and
forecasts across societal sectors

all non-sensitive data collected and generated via the public adminis-
tration, research and various decision-making processes are made
openly available to the public, public administration, companies and
research in a form that allows linking to other data sources and facili-
tates f;lrther analysis of data, and which is in line with the FAIR prin-
ciples

the municipalities’ environmental and nature expertise is enhanced,
including through inter-municipal cooperation and cooperation bet-
ween municipalities, the county authority and the county governor.

it must be ensured that impact assessments are carried out with rele-
vant and sufficient competence and capacity on the part of the client,
the investigator and the decision-making authority

investment in research and education is increased to strengthen
knowledge and competence on dependence and impact on nature in
society and the consequences thereof

efforts are being made to increase general insight into and understan-
ding of nature risk as a basis for a more active and purposeful climate
and nature policy that is effective and sustainable over time

the authorities make use of institutionalised arenas for dialogue in
Norwegian working life (the tripartite cooperation) in the effort to
achieve a better understanding of nature risk and the implementation
of necessary improvements, including through the Norwegian Coun-
cil for a Just Transition in Working Life

the authorities, in consultation with the parties in working life, strengt-
hen measures for further education and retraining as key instruments
for a good transition and reduction of nature risk
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Recommendations geared towards the public sector (the State and municipalities)

The Commission is of the

opinion that ... ... and therefore proposes that:

... clearer frameworks surro- -
unding the assessments of
nature risk will ensure better
management, including wit-

hin land-use management, as -
land is a scarce resource —

both on land and in coastal

and marine areas *

... there is a need for clearer -
guidelines, and support and
guidance from government
authorities to reduce physical
nature risk at the same time -
as predictable processes

reduce transition risk**

... decision-making proces- -

ses that involve managing
nature risk must be
knowledge-based and trans-
parent

... Norwegian authorities -

should take special responsi-

bility for assessing and mana- —

ging nature risk

State, regional and municipal authorities use nature risk assessments

to make decisions that are in line with the precautionary principle and

that can contribute to a better understanding of the overall burden and

the risk of potentially catastrophic outcomes

apublic commission is appointed to assess the revision of the Planning

and Building Act and other relevant legislation with a view to ensuring

that consideration of nature risk is safeguarded, where relevant issues

should include:*

— clarification of the legal framework for exemptions

— requirements for objectivity, quality and transparency and hand-
ling questions of independence when conducting impact assess-
ments in accordance with the Planning and Building Act

— the interrelated provisions in the Planning and Building Act and
the sectoral legislation

— an assessment of the consequences of possible legislative amend-
ments on physical nature risk and transition risk

national expectations and State planning guidelines provide clearer
instructions for the consideration of natural assets to be emphasised
in municipal, regional and State land-use planning, including for
marine areas in the coastal zone**

State planning guidelines are updated to ensure that they clarify which
trade-offs and priorities must or should be made, and that nature risk
shall be included and taken into account in the State’s objection
practice and in the State’s own measures**

State authorities provide guidance on how consideration of nature risk
should be weighed against other societal considerations and better
integrated into the various parts of a comprehensive decision-making
basis for public measures, including according to the instructions for
official studies and reports and legislation governing socioeconomic
analyses, coordinated with associated guidance on climate risk and
other environment-related risk and uncertainty

specific trade-offs between natural assets and other considerations are
stated and justified in decisions that have an impact on nature risk at
all levels of the public administration — municipality, county authority
and State, including when the State considers objections and exempti-
ons

stricter requirements are set for the highlighting of nature risk and
clarification of the knowledge base regarding the consequences of
measures in planning matters and decision-making bases

the government ministries put nature risk management on the agenda
in their administrative dialogue with government agencies

relevant authorities actively safeguard national and significant regio-
nal environmental interests, including when considering objections in
municipal decision-making processes**

relevant sectoral authorities make assessments of nature risk and of
the consequences this may have for the achievements of policy goals
and changes to legislation and other framework conditions

relevant sectoral authorities should stimulate innovation that contri-
butes to reduced nature risk
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Recommendations geared towards the public sector (the State and municipalities)

The Commission is of the

opinion that ... ... and therefore proposes that:

... there is a need for systema- —
tic assessment and manage-
ment of nature risk at the
municipal and regional level

... the authorities should con-
tribute to nature-related infor-
mation and reporting beco-

ming available and standardi-
sed -

... the authorities must -
strengthen the control that
requirements are met and the
desired effect is achieved in
publicly owned enterprises

all municipalities prepare a biodiversity plan, independently or by way
of inter-municipal cooperation, as a basis for the land-use component
of the municipal master plan. Alternatively, biodiversity planning may
be integrated into the work on the municipal master plan

county authorities assess how consideration of nature risk can be
ensured in their regional planning, in order to manage cross-muni-
cipal effects and dependence on nature

guidance and standards are prepared for how municipal land-use and
natural capital accounting can be used as a knowledge base in land-use
planning, including uncovering nature risk linked to the land-use
component of the municipal master plan

natural capital and land-use accounting that documents nature risk lin-
ked to the land-use component of the municipal master plan are colle-
cted and compiled at the county authority level, so that the municipa-
lities’ land-use accounting can be viewed in a regional context

relevant authorities make arrangements for nature risk-related infor-
mation and reporting to be made available and searchable in a consis-
tent and standardised manner, cf. the European Single Access Point
(ESAP)?

when new requirements for sustainability reporting have been in
effect for a few years, the authorities evaluate whether nature risk
should be assessed and reported in the relevant contexts and integra-
ted into the companies’ risk management

the authorities actively monitor how companies that the State or muni-
cipalities own or invest in (equity and/or loans) meet expectations for
the assessment and management of nature risk

all municipalities that have ownership interests in companies prepare
an ownership notice, which also communicates requirements and
expectations for managing nature risk.

the Climate Advisory Board to the Norwegian Government Pension
Fund Global is given an extended mandate to also cover nature risk
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Recommendations geared towards the private sector (enterprises)

The Commission is of the
opinion that ...

... and therefore proposes that:

... Norwegian enterprises
must take nature risk
seriously

... industry-driven initiatives
and meeting places are impor-
tant for enhancing compe-
tence, learning from one anot-
her and cooperating on work
regarding nature risk

... the financial sector will
play a particularly important
role in attention to and follow-
up of nature risk

... consideration should be
given to possible future sam-
ple spaces in all work pertai-
ning to nature risk

enterprises use the five-stage model presented by the Commission
and identify where and how the enterprise affects nature, analyse
where and how the enterprise depends on and impacts nature and
assess how the enterprise is exposed to nature risk

Norwegian enterprises make use of available guidance and best
practices, including from the Taskforce on Nature-related Financial
Disclosures (TNFD) and relevant Norwegian initiatives

enterprises should, to the greatest extent possible, assess and manage
nature risk in connection with and when using the companies’ existing
systems for risk management

enterprises contribute to making reporting information available to
relevant stakeholders

the business sector utilises, further develops and, if necessary, esta-
blishes cooperation arenas that can contribute to enhancing compe-
tence and awareness of nature risk in enterprises and trade organisa-
tions

business organisations develop general and industry-specific guides
and tools for working on nature risk according to the five-stage model,
where guidance and tools are adapted to regional conditions and take
particular account of the needs and opportunities of small and
medium-sized enterprises

business contributes to the development of uniform requirements for
information requested in the supply chain and for sharing of experi-
ence, also to ensure that the requirements set are in proportion to the
company’s size and exposure to nature risk

working life utilises institutionalised cooperation arenas in Norwegian
working life (the tripartite cooperation) in the effort to achieve a bet-
ter understanding of nature risk and the implementation of necessary
improvements

the financial sector contributes to obtaining nature risk information,
including from enterprises that are not subject to formal reporting
requirements and ensuring that this is done in an efficient and impro-
vement-oriented manner that does not inhibit competition

the financial sector contributes to increased awareness of nature risk
in its dialogue with clients

enterprises assess their activities in relation to possible future sample
spaces where relevant, including the possibility of particularly dan-
gerous outcomes

enterprises should assess their strategies and business models in rela-
tion to relevant national and international nature target

See inter alia https://www.openscience.no/apen-forskning/forskningsdata/fair.
Proposal for a new regulation for the introduction of the European Single Access Point (ESAP) where all information, docu-

ments and reports that are made public by market participants pursuant to EU legislation are submitted to a single European
collection authority and made publicly available to everyone.
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* Special comment by Commission Member Hanne
K. Sjolie

Commission Member Hanne K. Sjolie does not

support the Commission’s recommendation that

“a public commission is appointed to assess the

revision of the Planning and Building Act and

other relevant legislation with a view to ensuring

that consideration of nature risk is safeguarded,

where relevant issues may include:

— clarification of the legal framework for exemp-
tions

— the interrelated provisions in the Planning and
Building Act and the sectoral legislation”

Her background and justification for not suppor-
ting the recommendation are as follows:

In its review, the Commission has substantia-
ted that loss and destruction of nature is a risk
factor for the activities of some enterprises. The
enterprises can largely manage the physical risk
factors themselves. In the event of significant risk
related to loss and destruction of nature caused by
other actors, legislation will ensure better mana-
gement. However, the Commission has not
demonstrated that loss and destruction of nature
caused by other actors is a general significant risk
factor for Norwegian industries or nationally.

The Planning and Building Act’s key role in
land-use planning is reviewed in detail in the
report, while the review of sectoral legislation is
far less thorough. Limiting the Planning and Buil-
ding Act will have societal consequences and
could diminish local autonomy. The Commission
has not documented that the current legislation is
insufficient to reduce any nature risk.

The Commission Member therefore believes
there is no basis for making this recommendation.

** Special comment by Commission Member Hanne
K. Sjolie

Commission Member Hanne K. Sjolie does not
support the Commission’s position and
recommendation that there is a need for clearer
guidelines from government authorities to reduce
physical nature risk, nor the recommendations
relating to objection practice in municipal deci-
sion-making processes.

Her background and justification for not
supporting the recommendations are as follows:

The Commission Member does not believe
that more government management will result in
lower nature risk for industries or at the national
level. This follows from the previous special

comment that the Commission has not demon-
strated that loss and destruction of nature in Nor-
way caused by other actors is a general significant
risk factor for Norwegian industries or nationally.

The Commission Member also does not beli-
eve that more government management will
result in better management of nature and land
use. Nature and land-use management entails
major societal effects, especially in the parts of the
country where natural resources are important
for value creation. Major differences in nature and
communities domestically mean that decisions
involving nature and land-use considerations must
be adapted to local conditions. The Commission
Member believes that local residents’ interests in
and knowledge of nature and land use make a sig-
nificant contribution to good decisions. More
knowledge and transparency in processes will
help engage residents and hold decision-makers
accountable. Overall, this means that decisions
based on local conditions largely provide good
opportunities to consider different objectives.
Local decisions with a good democratic basis
strengthen the legitimacy of nature and land-use
management, increase trust in policies and
reduce conflicts. This better equips society to
make good decisions that stand the test of time
and contribute to the desired development for
society.

1.11 Thank you for all comments and
specialist contributions

The Commission notes that there is considerable
interest in the work on nature risk, and it hopes
and believes this energy will generate significant
progress in the years to come. The Commission
expresses its gratitude for all good, specialist con-
tributions and comments during its work. All the
comments have been used in the Commission’s
work, even if they are not necessarily cited or
reproduced in the report.

1.12 Economic and administrative
consequences

The Commission makes recommendations that
can contribute to better decisions at the actor, busi-
ness and community levels in both the public and
private sector. Better decisions have a clear benefi-
cial effect. At the same time, strengthening the
decision-making basis and introducing better met-
hodologies will involve resource use and costs.
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The benefit of better management of nature
risk will vary among industries and businesses
according to their nature-risk exposure. Nature
risk entails economic consequences for actors and
society and it is uncertain what the consequences
will be and when they will occur. A knowledge-
based assessment and management of this risk
using the recommended overarching five-stage
model will, on a general basis, increase costs in
the short term but result in reduced costs and
potentially greater gains in the longer term.

Following up on the Commission’s recommen-
dations will result in increased expenditure for the
State and municipalities, including through the
design of a better basis for decisions, visibility and
follow-up. However, a lot of work is already being
done to improve existing and future data, methods
and knowledge bases and there are many reasons
to further strengthen efforts in these areas.

The follow-up of the Commission’s recommen-
dations to the private sector will also have econo-
mic implications. In the short term, there will be
costs related to competence building, develop-

ment of management systems and the use of lea-
dership capacity, among other things. There is
reason to believe that a significant part of these
costs is linked to the initial stages of this work and
that ongoing assessments and reporting can over
time be integrated into ordinary risk management
and reporting at smaller costs.

Good nature risk management will limit the
adverse consequences of future nature risk. In
addition, it will support the development of more
competitive business models and strategies that
are less vulnerable to nature risk. Greater expe-
ctations for reporting, transparency and availabi-
lity will be an important contribution, among
other things, to channelling investments from acti-
vities that adversely impact nature for purposes
that contribute to the Green Shift. The Commis-
sion has not proposed extended reporting for the
private sector but wants current and expected
reporting requirements to contribute to good
management of nature risk and real behavioural
changes in the individual enterprise.
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