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The UK SME  finance market has recently started 
paying attention to both climate and biodiversity. The 
nine-month SME Financing for Biodiversity: Building 
Nature Measurement and Impacts into SME Financing 
(‘SME FinBio’) engaged over 150 public and private 
financiers, ESG consultants, support agencies and 
SMEs examined the approaches to SME biodiversity 
impact measurement that can be used in reporting 
and risk assessment for financiers. It also explored 
the incentives that can effectively encourage SME 
biodiversity reporting which sought to uncover a 
deeper understanding of the following research 
questions:

RQ1: What approaches to SME 
biodiversity impact measurement can be 
used in reporting and risk assessment 
for financiers?

RQ2: What incentives can effectively 
encourage SME biodiversity reporting?

Research included a case study of the high-risk 
biodiversity agri-food sector, which sought to reveal:

RQ: How can reporting by SMEs in the 
agri-food sector support reporting by 
finance providers?

As part of this research, we have developed several 
policy and practice-orientated outputs, including a 
sustainable investment toolkit and TNFD-orientated 
policy recommendations developed.  These resources 
can be viewed on the project’s webpage.

Introduction
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The authors are also grateful to contributions from Middlesex University researchers who have contributed to this 
study: Alireza Rohani, Ian Vickers, Othmar Lehner, Christoph Viavattene and Lakshmi Vedanthachari. We also 
extend our gratitude to practitioner supporters John Featherby (Shoremount) and the Food, Farming and Countryside 
Commission, the Prince’s Countryside Fund and LEAF (agri-food case study). 

https://express.adobe.com/page/v9gjrvFVygvPg/


2

Key themes identified

The study demonstrates critical barriers to overcome, 
relating to the fundamental requirement for SMEs 
and their financiers to account for climate and 
biodiversity in a cohesive and meaningful way. 

Key themes relate to:  a) Public policy, planning 
and regulation; b) Measurement and metrics; c) 
Investment incentives; d) Messaging, accreditation 
and labelling; and, e) Intermediary extra financial 
services (private and public services). Key findings 
are summarised below.

Our findings can inform the Taskforce for Nature-
Related Financial Disclosures (TNFD) requirement 
for improved finance market environmental 
reporting as a driver of business change and nature 
positive impacts. We show how this must extend 
to SMEs to optimise impact. While the TNFD 
requirements may only apply to larger businesses, we 
show how SMEs are affected as financiers will require 
their SME customers to report on their impacts, and 
larger businesses may require their supply chains to 
be ‘nature positive’.

Public policy, planning 
and regulation 

There is a need for a consistent, coherent policy mix 
bringing together Net Zero and Nature Positive, an 
SME green finance roadmap and regulated land value.

• Improved Government policy mix coherence 
is required to integrate BEIS Net Zero and Defra 
Nature Positive strategic targets to achieve more 
optimal environmental outcomes
• The UK Government green finance roadmap 
must address SMEs – there is strong evidence that 
SMEs can contribute significantly to environmental 
mitigation and green innovation (Owen et al., 2022) 
1 See also Harrer and Owen’s toolkit Guidance for Impact Investors/Investees to align their approaches in cleantech invest-
ment.

- SME innovators are driving improved metrics and 
market models.
• Lack of biodiversity in national reporting 
standards is a massive gap. More is required to 
broker net-zero and nature-positive solutions (for 
SMEs in particular) by government policy.
• Biodiversity Net Gain, under the UK 
Environment Act (2021), will lead to greater 
understanding of the value of environment and 
habitat through offset land banking initiatives. 
• Private market processes will be improved/
taken-up through Government support and 
leadership, e.g. through ‘good practice’ co-finance 
investment screening and monitoring.
• Local Authorities face a massive, 
underfunded, task to raise SME awareness and 
support their environmental change adoption 
through green skills and business model changes.

Intermediary extra 
financial public and 
private services

These actors support ESG cutting-edge solutions to 
map, aggregate, and capacity build different stage and 
sector green finance markets.

• ESG consultants are playing an increasingly 
important role in advising the investment market 
alongside development of support tools for investors 
and SMEs to assess environmental risk, including 
assessment of circularity and supply chain scoping 
impacts1.

Key findings

https://www.enterpriseresearch.ac.uk/wp-content/uploads/2022/06/ERC-ResPap99-Exploring-External-Finance-links-to-Build-Back-Better-a-Green-UK-SME-Economy-Owen-et-al.pdf
https://www.mdx.ac.uk/__data/assets/pdf_file/0035/628694/PIN_Investor-Guide_online.pdf
https://www.legislation.gov.uk/ukpga/2021/30/contents/enacted
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Messaging, accreditation 
and labelling

Consistent messaging supported by standardised 
tools and resources to enable SME accreditation and 
labelling can incentivise major change and investment.  

• The interdependencies between climate, 
biodiversity, business and investment requires 
consistent messaging through coordinated tools 
and support resources for businesses and financial 
services, and notably, SMEs.               
• The B Corp environmental accreditation 
offers leadership role models and guidance to SMEs 
wishing to self-report to develop greater market 
credibility
• SMEs can benefit from light touch better 
environmental regulation and potentially from 
a basic inventory approach that accredits their 
environmental impact/efficiency and induces their 
improved environmental practices.  

Investment Incentives

SME innovators are leading new measurement 
systems and business models. Improved nature positive 
metrics will assist SMEs and investors to raise green 
investment.

• Environmental market reporting will impact 
SME markets initially for longer horizon investors 
(e.g. pension funds) who need to consider the threat 
2 SBTs are designed to mobilise the private sector to take action on climate change by demonstrating key pathways to 
decarbonisation through setting targets within their value chain. Decision-grade data means data is set to an appropriate 
scale, time-bound, regularly updated, accessible, traceable and comparable. 

of stranded assets. Increased clarity will also be 
required for environmental reporting by public and 
private investors considering the environmental 
impact value of early-stage SME innovations.  
• Our case studies demonstrate that, if properly 
financed through public-private co-financing and 
related tax and regulatory mechanisms, SME green 
innovations can make transformative impacts, 
leading to new, more robust metrics and reporting 
equipment affordable to SMEs and business models 
to achieving Net Zero and Nature Positive.
• Supply chain support and financing from 
larger ESG reporting businesses will play an 
increasing role in raising SME environmental 
awareness and financing mitigation changes.
• Initiatives such as payments for ecosystem 
services in e.g. farming and water management can 
incentivise measurement and reporting, but need to 
be more inclusive of smaller farming and businesses.

Measurement and metrics
 
Science Based Targets (SBTs) must provide decision-
grade data2.

• There is requirement for coordinated, 
decision grade metrics to improve risk perception 
and calculate environmental value, as well as 
the economic value of innovation. The TNFD is 
currently testing the proposed metrics framework 
which could be adopted in the UK in 2023.
• Approaches to measurement need to be aware 
of the capacity of SMEs to collect data and report.
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https://tnfd.global/news/tnfd-releases-second-beta-framework/
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GreenFin and the Centre for Enterprise, 
Environment and Development Research (CEEDR) 
at Middlesex University are leading the way in UK 
research into the SME biodiversity finance markets. 

We have a growing range of national and 
international support partners, undertaking research 
into UK and global SME environmental/green 
finance markets.

Our research into the UK SME ‘FinBio’ markets will 
continue through our proposed follow up NERC 
research in 2023 and academic partner work with 
London Borough of Hounslow, London’s lead local 
authority for the Mayor’s Green New Deal and the 
Green Recovery Strategy for skills and enterprise. 

Our research will focus on four broad sectors 
where SMEs can make a significant difference to 
UK environmental impact mitigation to achieve 
Net Zero and Nature Positive outcomes to meet 
the UN  ‘30by30’ initiative to conserve 30% of land 
and sea globally by 2030. Our key research sectors 
are: Agri-food, Sustainable fashion, Infrastructure 
(including transport and built environment), and 
Manufacturing and high tech sustainable solutions.

We will also further develop our Green Investment 
Toolkit, tailoring support for key high priority 
sectors.

OUR RE SE ARCH PARTNER S 
INCLUDE:

Financial sector 
Banks, investment banks, VCs, angel networks, 
accelerators

Academic partner universities
Including the Institute for Small Business and 
Entrepreneurship (ISBE) Special Interest Group for 
Entrepreneurial Finance, Granem at University of 
Angers and University of Waikato, New Zealand, 
ecologists from University of Reading, Centre for 
Sustainable Fashion, and the sustainable fashion 
expertise from the University of the Arts, London.

Specialist support partners from 
private sector 
Oxford Innovation, Carbon Limiting Technologies, 
Virtus, ESG consultants, B Corps, Belmana SME data 
specialists, SQW research 

Government
London Borough of Hounslow, working closely with 
Innovate UK (IUK), BEIS, Defra, British Business 
Bank (BBB).

Next steps, contact and further information

Contact and further 
information

FOR F URTHER INFORMATION, 
PL E ASE CON TACT

Dr Robyn Owen (PI,  GreenFin co-lead) r.owen@
mdx.ac.uk 
Prof. Fergus Lyon (CEEDR Director and agri-food 
case study lead) f.lyon@mdx.ac.uk
Dr. Amy Burnett (Research Fellow, CEEDR) 
a.burnett@mdx.ac.uk

Project outputs can be accessed from our project 
webpage.

Middlesex University, Centre for Enterprise, 
Environment and Development Research (CEEDR) 
and the GreenFin Research Cluster, The Burroughs, 
London NW44BT
  

https://www.mdx.ac.uk/our-research/centres/ceedr
https://www.london.gov.uk/coronavirus/londons-recovery-coronavirus-crisis/recovery-context/green-new-deal
https://democraticservices.hounslow.gov.uk/documents/s165886/CEX524%20-%20Green%20Recovery%20Strategy%20-%20Strategy%20document.pdf
https://www.gov.uk/government/topical-events/global-ocean-alliance-30by30-initiative/about
https://express.adobe.com/page/v9gjrvFVygvPg/

