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1 Introduction  

1.1 Assignment  
Terms of Reference This study on "how businesses take into account their risks related to 

biodiversity and ecosystem services: state of play and way forward" takes its 
starting point in the Terms of Reference (ToR) produced by DG ENV, launched 
under the Framework Contract ENV.G.1/FRA/2006/0073. 

 In response to this request for services, COWI submitted a proposal in June 
2009 and was subsequently selected to carry out the study. 

1.2 Business and biodiversity and ecosystems 
services (BES) 

The relation between business activities and biodiversity and ecosystem ser-
vices represents a complicated interaction of dependency and risks as well as 
opportunities. 

The business sector interacts with biodiversity and ecosystem services (in the 
following referred to as BES)1 in two important ways: they use the services that 
are provided, and they contribute to ecosystem change. Biodiversity loss and 
the decline in ecosystem services thereby pose major risks to business, while on 
the other hand business activities may also lead to major risks of disruption in 
BES.  

                                                   
1 The key definitions used in this study derive from the UN Convention on Biological Di-
versity (1992) and will be outlined in detail in chapter 2.1. Ecosystem services are defined 
as services provided by the natural environment that benefit people such as freshwater and 
timber, whereas biodiversity is defined as the variability of living organisms. 

Link between business 
and BES 
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According to the Millenium Ecosystem Assessment2 unsustainable use of eco-
systems affects businesses and industry in three principal ways: 

• If current trends continue, ecosystem services that are freely available to-
day will cease to be available or become more costly in the near future. 
Once internalized by primary industries, resulting additional costs will be 
passed downstream to secondary and tertiary industries - and consumers 
and communities - and will transform the operating environment of all 
businesses. 

• The loss of ecosystem services will also affect the framework conditions 
under which businesses operate, influencing customer preferences, stock-
holder expectations, regulatory regimes, governmental policies, employee 
well-being, and the availability of finance and insurance. 

• New business opportunities will emerge as the demand grows for more 
efficient or different ways of using ecosystem services to mitigate impacts 
or to track or trade services. 

At the same time, biodiversity conservation and good governance of companies 
offer significant opportunities for investors and entrepreneurs. The recent year's 
debate and attention on climate change has made companies aware of energy 
efficiency, of optimising transport efficiency, of waste and recycling and of wa-
ter efficiency. Tools such as LCA (life cycle assessment or cradle to cradle), 
carbon footprint were picked up by companies both to make efficiency gains 
within corporate operations, but also as a means to communicate shareholder 
value and to build up consumer confidence. 

The trend of Corporate Responsibility reporting seems to be a focusing on sus-
tainability (sustainable sourcing, sustainable supply chains, sustainable produc-
tion, sustainable consumption) and resource efficiency (water consumption, 
waste reduction, energy efficiency, etc). 

Although important activities and studies are underway, and the relation be-
tween business and biodiversity is gaining momentum and awareness, signifi-
cant challenges remain with regard to businesses recognising the risks they face 
because of losses and degradation of ecosystems services. 

There is a need to explore in more detail how businesses perceive these risks 
and how they react to the related challenges. Indeed, in developing their strate-
gies and sufficient responses to the problem, businesses responses are likely to 
vary due to the kind of business in question, the level of dependency on ecosys-
tems, the quality of ecosystems in the area of operation, and the different insti-
tutional and legal frameworks in which a company operates. 

 

 

                                                   
2 Millennium Ecosystem Assessment (2005) Ecosystems and Human Well-being: Opportu-
nities and Challenges for Business and Industry. Island Press, Washington DC. 

Business's dependency 
on BES 
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All companies can have an impact on BES, both positively and negatively, 
throughout the business operations from the production of the raw material 
used in the production process, in the transport of input material as well as the 
distribution of the final products. 

Business activities that have negative impacts on BES include for instance: 

• using products from species which are over-harvested. 
• planting or accidentally introducing exotic, non-native species on land-

holdings, displacing native species. 
• over-using water, which deprives local ecosystems. 
• building, developing or causing sudden changes in land use which de-

stroy biodiversity-rich habitats or reduce the variety of local species. 
 

Business activities, on the other hand, can also positively impact BES including 
for instance: 

• managing landholdings in a way so that it protect biodiversity;  
• sourcing supplies from sustainable sources;  
• investing in local biodiversity conservation projects;  
• influencing stakeholders such as suppliers, customers or employees to 

consider biodiversity;  
• investing in offset programmes 

1.3 The policy context  
The role of business in halting the loss of biodiversity is of high priority to the 
European Commission. In May 2006 the Commission launched a biodiversity 
communication based on Decision 8/17 of the Conference of the Parties (COP) 
of the Convention on Biological Diversity (CBD) on private-sector engagement 
(European Commission, 2006). The Commission was convinced that govern-
ments alone could not reach the EU 2010 target for biodiversity loss, and the 
communication therefore included a commitment to engage the private sector 
in partnerships for biodiversity (European Commission, 2006, p. 14). 

The commitment of the private sector through the integration of biodiversity 
criteria into business decision-making was once more recognised as a main pri-
ority at the COP-9 meeting in Bonn in 20083.  

On this background the current study was initiated in order to provide further 
insights into what businesses are currently doing to address the potential risks 
of biodiversity loss, what drives businesses to take action or, if anything hin-
ders them from taking action, what could be done in terms of government poli-
cies to encourage or stimulate further action. 

                                                   
3 Relevant initiatives regarding the role of the private sector and BES will be analysed more 
thoroughly in 2.4. 

Business impact on 
BES 

The EU 2010 target for 
biodiversity loss 

Commitment of the 
private sector 
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1.4 Objectives and approach of this study 
The objective of the study is threefold: 

1) To present the state of play of actions taken by business to minimise 
their risks toward biodiversity and ecosystem services (BES) according 
to the different contexts in which they operate. 

2) To suggest responses to provide incentives to business to take these 
risks more and better into account. 

3) To shed light on what kind of instruments may be usefully enhanced 
and in which context. 

The present study thus focuses both on the risk aspects as perceived by busi-
nesses due to degradation of ecosystems and on the types of identified actions 
taken by business to mitigate the risks and on those actions taken to minimise 
the impacts of business activities on biodiversity and ecosystems. The figure 
below illustrates these interdependencies.  

Figure 1-1 Relation between ecosystem services and business activities 

 

The loss or degradation of biodiversity and ecosystem services will profoundly 
affect business, and companies cannot assume that there will be ample warning 
of a change in the availability of key services or that a company’s past res-
ponses to changes will be successful in the future. Ecosystems often change in 
abrupt, unpredictable ways and most ecosystems are being altered by human 
actions in unprecedented ways. Consequently, it is difficult to predict the future 
state of an ecosystem or the availability of an ecosystem service. 

The approach to reach these objectives has been to focus on the four steps pre-
sented below. 

Based on a literature review, the study provides an assessment of the typologies 
of risks stemming from the interaction of economic activity and BES, distin-

Objectives 

Risks typology 
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guishing between the business dependency of BES and the business impact on 
BES. An assessment is provided for each of five highly relevant economic sec-
tors, selected due to them representing high BES dependency as well as impact, 
e.g. food production, retail, tourism and biotechnology4.  The financial sector 
has been included because this sector may have direct impact on the uptake of 
companies to address BES risks due to increased importance on sustainability 
reporting as an input to evaluate company performance 

A screening exercise and a literature review provide insight in 'a state of play of 
actions' taken by businesses to minimize their risks towards BES, both in terms 
of dependency and impacts. This represents a snapshot of the BES risks ad-
dressed and the actions taken based on a desk study of information from ap-
proximately 70 companies, dominated by large multinationals across several 
sectors. 

In order to provide a much more detailed understanding of what drives busi-
nesses to take actions against current and potential BES risks and also to under-
stand the type of barriers preventing businesses from taking actions, 11 case 
studies have been undertaken to provide such in-depth assessment supported by 
7 additional interviews. The case studies represent a mix of the relevant busi-
ness sectors. The in-depth assessment was undertaken as a combination of desk 
research and either face-to-face or telephone interviews. 

Finally, the main outcome of the study is to provide recommendations for how 
policies might work the best in order for businesses to minimize and manage 
their risks related to ecosystem services. The results are partly based on analy-
sis and feedback from businesses through the case studies. 

1.5 Contents of the report 
The report has been structured according to the four steps presented above, 
thereby representing an outline corresponding to the four tasks of the study. 

Chapter 2 presents the study framework by discussing and defining the key 
concepts concerned with biodiversity and ecosystem services as well as the 
risks both from a business and a BES perspective and hereby creating a typol-
ogy of risks used in the study. Furthermore the chapter includes an overview of 
the main EU policies that directly or indirectly address BES and thereby are of 
importance for business operations.  

Chapter 3 provides the results of the screening related to the current state of 
corporate action addressing the current or potential risks associated with degra-

                                                   
4 Originally, the pharmaceutical and chemical sectors had been selected along with the five 
remaining sectors, but these were later excluded due to the lack of willingness from compa-
nies and industry associations to provide information for the study. 

 

State of play of  
business actions 

Case studies 

Policy recommend-
ations 

Chapter 2 

Chapter 3 
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dation of BES. Firstly, the chapter reports on a screening made of 70 companies 
which currently conduct some kind of activities to address BES risks. The input 
is entirely based on information published by the companies themselves. In ad-
dition, the chapter reports on the main findings from other studies addressing 
the issue of businesses and BES risks as well as presents an overview of NGO 
actions taken to address BES and the role they play in interacting with compa-
nies. 

Chapter 4 introduces our approach to the case studies; what has been addressed 
in order to get to the bottom of understanding what drives businesses to address 
BES risks; what is keeping them from taking action and what could be done in 
terms of regulation or other policies to encourage further action. The chapter 
therefore provides an overview of criteria for the selection of the 11 case stud-
ies representing companies across the five key economic sectors selected as 
focus for the current study. The chapter also presents the methodology behind 
the data collection.  

The results of the case studies are presented in the subsequent chapters 5 to 9, 
one chapter for each of the five economic sectors: food production; retail; tour-
ism; biotechnology and, finally, the financial sector. With the exception of the 
chapter on the financial sector, each chapter is structured in the same way and 
consists of a sector description, followed by the results of the analysis of each 
of the companies analysed within the specific sector, usually 2-3 companies for 
each sector.  

Chapter 10 presents the overall findings of the case studies addressing business 
drivers, barriers and the type of actions taken to manage BES-related risks.  

The chapter concludes by making recommendations for further policy actions 
as proposed by the businesses themselves. This approach will provide an analy-
sis of key issues likely to be relevant for the European Commission as well as 
national and regional policy initiatives. 

Chapter 4 

Chapter 5-9 

Chapter 10 
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2 Study framework 
In order to be able to discuss the relations and interfaces between biodiversity 
and ecosystem services (BES) and the business sector, it is important to create a 
common understanding of the key concepts used as well as the policy frame-
work in which business operates. 

This section outlines the main concepts of BES, their relationship and interac-
tion with businesses and the businesses' dependency on them. Finally, the sec-
tion presents an overview of the policy initiatives directly or indirectly address-
ing BES at international and Community levels. 

2.1 Key concepts 
This section further discusses and defines the sustainability and the biodiversity 
and ecosystem services (BES).  

A common definition of sustainability is that presented by the Bundtland 
Commission of the United Nations on March 20, 1987 defining sustainable de-
velopment as “development that meets the needs of the present without com-
promising the ability of future generations to meet their own needs.”As illus-
trated in the figure below, sustainability is perceived as consisting of three di-
mensions – economic, social and environmental. In relation to BES the envi-
ronmental strand of sustainability is in focus. This dimension of sustainability 
concerns an organisation's impact on living and non-living natural systems. 
This includes BES and covers i.e. ecosystems, land, air, and water. Environ-
mental indicators have been developed to measure performance related to in-
puts (e.g., material, energy, water) and outputs (e.g., emissions, effluents, 
waste). In addition, the indicators cover performance related to biodiversity, 
environmental compliance and other relevant information such as environ-
mental expenditure and the impacts of products and services.  

Sustainability  



Study on how businesses take into account their risks related to biodiversity and ecosystem services: state of play and way forward 

C:\Documents and Settings\bgha\Desktop\COWI\Biodiversity\Final report 17 Sept\BES&Business_Final report_Sept2010.docx 

12 

.  

Figure 2-1 The sustainability concept 

 

Source: Verify Technologies 2006. 

BES is based on an understanding of the definitions of ecosystems, ecosystem 
services and biodiversity, as defined within the United Nation's Convention on 
Biological Diversity (1992) explained below. 

Box 1  Biodiversity, ecosystems and ecosystem services (BES) 
" Biodiversity" or" biological diversity" means the variability among living organisms from 
all sources including, inter alia, terrestrial, marine and other aquatic ecosystems and the 
ecological complexes of which they are part; this includes diversity within species, between 
species and of ecosystems. 
 
"Ecosystem" means a dynamic complex of plant, animal and micro-organism communities 
and their non-living environment interacting as a functional unit. Examples of ecosystems 
include deserts, coral reefs, wetlands, rain forests, and grass lands. 

"Ecosystem services" are defined as services provided by the natural environment that 
benefit people. Examples include freshwater, timber, and climate regulation. 

Source: Convention on Biological Diversity, United Nation 1992 

BES provide businesses with numerous benefits. Forests supply timber and 
wood fibre, purify water, regulate climate, and yield genetic resources; land 
provides for building sites, transport infrastructure, food production, etc; and 
coastal wetlands filter waste, mitigate floods and serve as nurseries for com-
mercial fisheries. 

Definition of biodi-
versity and ecosys-
tem services 
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Industry both impacts on and depends on BES, and therefore ecosystem degra-
dation is highly relevant to business and poses a number of risks to business 
performance as well as creates new business opportunities. 

The Millennium Ecosystem Assessment (MEA), a UN initiative launched in 
2001, focused on the importance of ecosystem services for human well-being 
and business development. The MEA was a four-year international assessment 
that involved a very large number of scientists, economists, business profes-
sionals and other experts from 95 countries.  

The findings of the MEA provided the first state-of-the-art scientific evaluation 
of the condition and trends in the world's ecosystems and the services they pro-
vide. The assessment also provided the scientific basis for action to conserve 
and use them sustainably. The MEA defined four categories of ecosystem ser-
vices: 

Provisioning services: The goods or products obtained from ecosystems such as 
food, freshwater, timber, and fibre. 

Regulating services: The benefits obtained from an ecosystem's control of natu-
ral processes such as climate, disease, erosion, water flows, and pollination, as 
well as protection from natural hazards. “Regulating” in this context is a natural 
phenomenon and is not to be confused with government policies or regulations. 

Cultural services: The nonmaterial benefits obtained from ecosystems such as 
recreation, spiritual values, and aesthetic enjoyment. 

Supporting services: The natural processes that contribute to maintaining the 
other services, such as nutrient cycling and primary production, 

This study adopts the definitions used by The World Business Council for Sus-
tainable Development (WBCSD) in their Guidelines for identifying Business 
risks and Opportunities Arising from Ecosystem Change (2008): 

"A company depends on an ecosystem service if that service functions as an 
input or if it enables, enhances, or influences environmental conditions required 
for successful corporate performance." 

"A company impacts an ecosystem service if the company affects the quantity 
or quality of the ecosystem service." 

In the following, the theoretical framework for analyzing risk aspects as per-
ceived by businesses due to degradation of ecosystems will be presented to-
gether with drivers and opportunities as perceived by businesses. Though this is 
the focus of the present study, first, we will also look at business risks, drivers 
and opportunities from a BES perspective in order to get a more complete un-
derstanding of the relation between BES dependency and BES impact demon-
strated by Figure 1-1. 

Definition of ecosys-
tem services within 
BES 

Definition of depend-
ency and impact 
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2.2 Business risks related to BES 
The following section summarises the conception of the key terms of risks, 
drivers and opportunities as drawn from recent literature, addressing the link 
between business and BES based on a discussion of the business's dependency 
on BES and the industrial sectors impacting most on BES. 

2.2.1 Business dependency on BES 

A company depends on an ecosystem service if that service functions as an in-
put or if it enables, enhances, or influences BES conditions required for suc-
cessful corporate performance. The degree to which a company depends on 
BES is directly related to the availability of a cost-effective substitute for that 
service. Figure 2-1 outlines the dependence relationship. 

 

 

 

 

 

 

 

 

 

 

Source: WBCSD 2008 

 
The companies’ dependence on specific ecosystem services – such as clean wa-
ter and nutrient-rich soils for crop growing – varies greatly from sector to sec-
tor. In some areas, the dependence can be remedied by technology. Rather than 
staying dependent on the availability of clean water from a protected water well 
or source, a company using clean water in its production (e.g. beverage compa-
nies) may choose to install purification measures at the production intake. 
Likewise, producers of vegetables may choose to use artificial growth media 
under controlled environmental conditions by adding water, nutrients, etc in 
appropriate quantities, rather than staying dependent on access to agricultural 
land with the availability of soils of the right chemical and mineral composition 
and the appropriate precipitation, soil water capacity, etc. In this way, technol-
ogy can contribute to minimize the business's risk of biodiversity loss and 

Figure 2-2 Dependency of a business on an ecosystem service 
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hence, also reduce the dependency of the business of a given ecosystem and 
thus enhance the motivation to reduce the changes in the ecosystem. 

What strategy any business may choose in this regard depends on a large num-
ber of variables. Any business sector may show examples of individual busi-
ness strategies ranging from close dependency on untreated and non-
manipulated natural resources to businesses deploying various technological 
solutions for controlling the quality and composition of their raw material.  

In any case, decision-making is based on the trade-off between technology 
costs, including the availability of investment capital for installing technologi-
cal solutions, and the costs embedded in maintaining access to natural resources 
of the required specifications. The term "cost" – as used here – includes a host 
of external and internal factors, including governmental policies and regula-
tions, labour costs, mobility issues and transportation issues.  

Certifications such as eco-labelling ensure that there are limits to what range of 
technologies businesses may apply in order to enhance the quality and compo-
sition of their raw material. Certifications pose conditions for and control of 
natural resources, raw material and end products. Thus, certifications tend to 
narrow the range of choices on which any business may base its decision-
making while choosing its production strategies.  

2.2.2 Industrial sectors impacting most on BES 

Closely coupled to the issue of dependence is the question of how businesses 
may affect the ecosystem. It is important to bear in mind that impacts to ecosys-
tems may exist on a variety of scales. This means that indicators of ecosystem 
conditions may not reveal impacts if designed to be implemented on an inap-
propriate scale. Indeed, impacts on BES at one particular geographical point or 
scale may result in impacts on BES at another geographical point or scale. 
Emissions of pollutants to the air or to a river may be transported over long dis-
tances without losing the ability to impact BES. The time issue is also relevant, 
because impacts made to BES might not be revealed until long after they have 
occurred.  

The figure below serves to outline main relationship between impacts and the 
provision of BES. 
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Source: (WBCSD (2008) 

2.2.3 Business risks 

Business risks are understood as risks that may prevent a business from reach-
ing its operational and strategic goals in the short as well as the long term. A 
number of scholars and studies have presented different categories of business 
risks.  F&C Asset Management (2004) has e.g. categorised business risks re-
lated to BES in the following manner: 

Figure 2-4 Risks related to BES according to F&C Asset Management  

Figure 2-3  Main relationship between impacts and the provision of BES  
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Risk  Example of this kind of risk 

Access to land Access to new sites is affected by a company's track record on pro-

tecting biodiversity and water resources. 

Reputation A biodiversity-related campaign on an issue such as Genetically 

Modified Organisms or dolphin-friendly tuna reduces the consumers' 

confidence in a brand or company, resulting in lower sales. 

Access to capital The environmental credit is assessed as high due to a company's 

poor biodiversity track record or management plans, and the cost of 

capital increases. 

Access to mar-

kets 

The inability to meet the specification from substantial buyers - such 

as government departments and agencies - for sustainable-sourced 

raw materials like timber, restricts the access to major markets. 

Security of supply The reduction of the quality and availability of essential materials such 

as fish.  

Relations with 

regulators 

A company's track record on biodiversity survey and management 

plans leads to a permit or a fine. 

Liabilities Unforeseen impacts of activities on biodiversity lead to financial liabil-

ity even though a company's regulatory licences have not been ex-

ceeded. 

Source: F&C Asset Management (2004) 

Similarly, the World Business Council for Sustainable Development (WBCSD) 
has grouped the link between business and BES into five categories of business 
risks.  

Figure 2-5  Business risk categorization according to WBCSD 

Risk category Description 

Operational risk Increased scarcity of production input factors (ecosystem 

services) leading to a rise in prices. 

Disruption of business operation due to disasters and inter-

ruption further down the supply chain. 

Regulatory and legal risks New regulations such as quotas, permits and fines. 

Reputational risks Damage to brand or corporate image.  

Markets and product risks Shift in demand patterns and customer preferences towards 
'greener' products and services, for instance in response to 

successful demand-pull measures. 

Financial risk Shift in lending requirements and the access to venture capi-
tal including the cost of insurance to reflect risk. 

Source: WBCSD  

Risks can also be categorised according to the degree to which they are inter-
nally or externally related to the business. The distinction between internally 
and externally related business risks are important, as it relates to what is con-
trollable or influential by the individual companies and what is not. The degree 
to which a risk is internal or external differs. This is illustrated in the figure be-
low where the top level "global trends/hazards" is the most externally related 
risks down to risks at plant level being the most internally related risks. 

Internally and exter-
nally related business 
risks  
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Figure 2-6 Perspectives of risk identification 

 

 
 
 
 

 

Internal risks include for example the way a specific plant is handling waste 
water or the internal procedures set up by the supermarket to minimise food 
waste. External risks are, on the other hand, risks outside the direct control of 
the individual company, such as the impact on biodiversity due to increased 
temperatures, inappropriate policies, risk of natural disasters, etc. This distinc-
tion is considered important to maintain in order to enable the development of 
an understanding of how businesses can best be encouraged to integrate BES 
into business management and development of strategies and plans at a later 
stage. 

2.3 Business drivers and opportunities for BES-
related actions 

In order to develop recommendations for how business can be encouraged to 
incorporate ecosystem services into their strategic business development, it is 
important to understand what drives business in general to address potential 
risks and to take advantage of opportunities. 

Drivers In market economies, the primary purpose of companies is to maximise the 
shareholder value (e.g. economic profit, share price and dividends) while re-
specting legal and regulatory obligations, which address specific social and en-
vironmental issues. To do this, companies pursue competitive strategies, which 
rely upon and develop relationships between the corporation and its stake-
holders. In order to secure maximum profits, companies are constantly seeking 
to minimize operational costs and increase earnings. Management of risk is an 
important part of the long-term sustainability of business operations, and so is 
market positioning through value creation. A business needs to understand its 
market position and the dynamics characterizing the market in order to secure a 
share of the future market for its products and services. Therefore, business 
develops and communicates long-term strategies and visions to convince the 
market (customers) and shareholders that the said business is a reliable supplier 
or investment object.  

Global trends/hazards

Global

Business environment

Local

Business Environment

Corporate Level

Plant level
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The quote to the left suggests that today's 
business environment calls for long-term 
considerations to sustain a business that 
goes beyond the conventionally short-
term profit focus and share price.  

 

 

 

 

In addition to the risk aspects of degradation of BES, there is also a scope for 
'win-win' situations from the perspectives of business in the form of perceived 
new opportunities. Examples of such opportunities are listed in the table below. 

Figure 2-7 Examples of business opportunities related to ecosystem services 

OPPORTUNITIES  

Turning risks into opportuni-
ties: building ecosystem busi-
ness. 

The emergence of ecosystem business, which generates 
profit by conserving ecosystems, using biological re-
sources sustainably, and sharing benefits equitably. 

Emerging markets for ecosys-
tem services-based products 
and services. 

Recent developments and prospects for eco-certification, 
private payments for ecosystem services, public private 
partnerships, biodiversity offsets and banking. New roles 
of business in the implementation of Reduced Emissions 
from Deforestation and Degradation (REDD). 

New business ideas derived 
from nature 

Emerging technologies that will change the way in which 
biological resources are used in business, including bio-
technology and bio-mimicry. 

 

2.4 Sectoral overview of risks 
There are significant differences between different sectors, both regarding the 
dependency of and influence on BES.  

In the overview of risk levels below, the economic sectors have been catego-
rised as either high-risk, medium-risk or lower-risk sectors according to their 
dependency of BES. The high-risk sectors include business sectors which de-
pend heavily and directly on BES in their production. In these sectors, the de-
pendency on BES may be directly felt by the business, forcing them to respond 
immediately. 

Medium-risk sectors represent business sectors less significantly and less di-
rectly dependent on ecosystem services. Lower-risk sectors represent a mix of 
business sectors with low immediate dependency and sectors with less clear-cut 
relations to ecosystem services. 

Business opportunities 
derived from BES-
related risks 

High-, medium-, or 
lower-risk sectors 
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Figure 2-8 Overview of business risk levels 

Red zone 
High-risk sectors: 

Amber zone 
Medium-risk sectors: 

Green zone 
Lower-risk sectors: 

Risks likely to be 
significant Risks may be significant 

Risks variable and 
significance unknown 

• Construction and building 

materials • Beverages • Aerospace and defence 

• Electricity • Chemicals • Automobile 

• Food and drink produc-
tion sector • Financial services • Diversified industrials 

• Forestry and paper • General retailers 

• Electronic and electrical 

equipment 

• Mining 

• Household goods and 

textiles 

• Engineering and machin-

ery 

• Oil and Gas utilities • Personal care • Health 

• Retail 
• Pharmaceuticals and 
biotech 

• Information technology 

hardware 

• Tourism • Tobacco • Media and entertainment 

 • Transport 

• Software and computer 

services 

  • Steel and other metals 

  • Telecom services 

Source: F&C Asset Management,  

For the relevance of this study, sectors from the high-risk and medium-risk sec-
tors have been selected for further analysis. According to the results of the 
screening of this study (presented in chapter 3), companies in the energy, fi-
nance and food processing sectors are the most active in addressing BES risks 
closely followed by the biotech and tourism sectors. By comparing the analysis 
of different risk levels with the results of the screening, food and drink produc-
tion, retail and tourism were selected from the high-risk sectors, whereas the 
financial, and biotech sectors were selected from the medium-risk sectors. 

The sectors with low-risk have not been selected due to having a low immedi-
ate dependency on BES, thus not experiencing the same need of developing 
strategies to minimise risks related to BES. Impacts from BES regulations are 
not felt by the businesses in these sectors and consequently do not have much 
relevance for the current study. 

2.5 The terminology of companies 
The recent year's debate and attention on climate change made companies 
aware of energy efficiency, on optimising transport efficiency, on waste and 
recycling and water efficiency. With awareness concepts such as LCA (life cy-
cle assessment or cradle to cradle), carbon footprint were picked up by compa-
nies, both to make efficiency gains within corporate operations, but also as a 
means to communicate the shareholder value and to build up consumer confi-
dence. 

Selection of sectors 
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The 'fashion' of recent Corporate Responsibility (CR) reporting seems to be 
sustainability, specifically sustainable sourcing, sustainable supply chains, sus-
tainable consumption, sustainable consumption, but also resource efficiency 
encompassing water consumption, energy efficiency, waste reduction, etc. 

Sustainable sourcing is the practice of incorporating environmental, social and 
economic considerations into the procurement process throughout the supply 
chain (e.g. sustainable timber, sustainable fisheries programmes, etc). The For-
est Stewardship Council (FSC) is a recognised organisation that certifies and 
promotes sustainable forestry practices. Likewise, the Marine Stewardship 
Council certifies sustainable fisheries.  

Sustainable sourcing is also often referred to as sustainable supply chain or 
green supply chain. 

Sustainability reporting is the practice of measuring, disclosing, and being ac-
countable to internal and external stakeholders for organizational performance 
towards the goal of sustainable development. ‘Sustainability reporting’ is a 
broad term considered synonymous with others used to describe reporting on 
economic, environmental, and social impacts (e.g. triple bottom line, corporate 
responsibility reporting, etc.). 

Transparency about the sustainability of organizational activities is of interest 
to a diverse range of stakeholders, including business, labour, non-
governmental organizations, investors, accountancy, and others. (GRI, 2006). 

Many companies set up their own sustainability practices, e.g. environmental 
scoreboards to be used by suppliers to measure the use of energy, water and 
waste (e.g. McDonald), Suppliers' Codes of Conduct including environmental 
requirements to suppliers (e.g. Nestlé5). 

                                                   
5 The Nestlé Supplier Code, http://www.nestle.com/Resource.axd?Id=F8F6C32C-D6E1-
4876-88FC-BCC718C11135. 

Sustainable sourcing 

Sustainable reporting 
or Corporate Respon-
sibility (CR) reporting 
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3 Screening current state of corporate 
action  

This section present the results of the desk study of the current state of action 
among the companies to address BES. The review of actions taken worldwide 
is based on a screening of 70 companies across a wide range of sectors, a re-
view of actions taken by the NGOs to address this subject and, finally, a litera-
ture study on similar existing studies. By looking at these three sources of in-
formation it is believed to get a comprehensive review of the range of different 
actions taken to address the risks associated with BES. 

3.1 Review of published activities taken by companies 
to address BES 

In the review of published activities of companies a number of methodological 
considerations were made. These are presented in section 3.1 followed by a 
presentation of the results of the screening. 

3.1.1 Methodological consideration 

The review of published activities introduced by companies to address BES 
was made through the creation of a database containing 70 companies compiled 
partly from recent literature concerning business and BES, partly from Internet 
research and partly from sustainability index listings6. Extracts from the data-
base and a list of the companies included in the database are included in Annex 
8.  The companies represent random companies who have communicated and 
published some kind of sustainability actions related to BES and related risks.  

The 70 companies were analysed according to the following characteristics: 

• type of economic sector in which the company operates 
• country of origin of the company 
• BES risk identified/addressed 
• business risk addressed 
• actions made 
• effect of action 
• driver for action 
• duration of action 

                                                   
6 See Appendix 1 for list of references. 

Screening 
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It should be noted that the assessment is entirely based on available, published 
information; hence the screening exercise only reflects what has been reported 
and published. 

Moreover, when reading the results, the following three aspects should be kept 
in mind: 

Need for more detailed and non-biased information on actions: It is reason-
able to assume that the information published on a company's webpage is likely 
to contain more positive than negative information concerning the company's 
actions. Therefore, in order to judge the relevance, scope, magnitude and effect, 
detailed information on the individual actions would need to be required. The 
screening, however, provides a good overview of the kind of actions that com-
panies actually conduct on a voluntary basis and want to be associated with.  

Uncertain effects: Another major challenge of the current study has been to 
identify the effects of the actions. In some cases, these are well described, but 
often, this is not the case. This is probably due to the lack of available informa-
tion obtained from the companies. Without in-depth knowledge of the effects, 
however, it is not really possible to assess whether the actions are substantial or 
whether they are more like ‘window dressing’. 

Drivers for action: In some cases, the driver behind the action is not suffi-
ciently clear. In general, it can be concluded that the companies do not provide 
information on the rationale behind the action taken, which could strengthen 
the argument that there appears to be a great deal of 'window dressing' and less 
concrete actions to address BES risks, as focus seems to be on communicating 
'good intentions'. 

Hence, from the published material, we lack knowledge of the drivers of and 
incentives to businesses, and their variation from context to context or from 
sector to sector. 

3.1.2 Results of the screening exercise 

All companies investigated perform some type of action addressing biodiversity 
and ecosystem (BES) risks both in terms of impact and dependency. However, 
the scope and quality of the information available for each of the cases vary 
considerably – this is, among other things, due to the differences between the 
sources available during the desk study.  

Sector distribution The 70 companies represent many economic sectors as presented in Figure 3-1 
below. According to sample analysed in this study, companies in the energy, 
finance and food processing sectors are the most active in communicating how 
they address BES risks, closely followed by the biotech and tourism sectors.  
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Figure 3-1 Number of companies per economic sector.  

 

Source: Consultant’s database. The horizontal scale represents the number of companies 
identified in the desk study. 

Country distribution The screening also identified the country of origin of the company responsible 
for a given BES action, as far as this information was available. Many of the 
companies operate globally and, in some instances, a subsidiary in a given 
country is mentioned as the initiator, in which case that particular country is 
registered as the country of origin. In other cases, actions are not country-
specific, for which reason they appear as global actions.   

It appears that multinationals together with US-based companies are the most 
active in initiating BES actions, but also European, notably Belgium-based, 
companies appear relatively active, probably due to the fact that Belgium is the 
EU headquarters of many global companies. The distribution of country of ori-
gin of the companies is presented below, where the horizontal scale represents 
the number of companies identified in the desk study. 
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Figure 3-2  Country of origin of company mentioning BES related actions in their 
publications. 

 

Source: Consultant’s database 

Environmental topics addressed 
The type of BES actions identified from the screening of the approximately 70 
companies can broadly be grouped into the following topics. Examples of con-
crete actions are included under each topic. 

The European Aggregates Association (UEPG) has developed a biodiversity 
case study database to demonstrate the sector's commitment to protect and re-
store ecosystems. Michelin tyre production has created an ecological corridor 
covering 3,000 hectares to offset exploitation of its rubber tree plantation in the 
area. A reforestation programme has also been initiated7.  

Nestlé Waters (bottle water) concluded a private agreement with local farmers 
in Northern France to protect the mineral water source from nutrient run-off 
and pesticide residues generated by intensive farming activities. The company 
signed long-term contracts with the local farmers to adopt farming practices 
that reduce nitrate pollution8. The Russian Sakhalin Energy Investment Com-
pany (SEIC) carries out extensive monitoring of the western gray whales which 
involves Russian and international scientists. During the construction of the 
Piltun-Astokhskoye-B platform and its associated offshore pipelines, Sakhalin 
Energy took a number of noise control measures to reduce noise levels to ap-
proved figures recommended by environmental consultants. The SEIC asked 

                                                   
7 http://www.michelin.com/ebooks/corporate/Michelin-Performance-and-Responsability-
2007-2008/pdf/MFP_RAPPORT_PRM_07_08_HD_EN.pdf 
8 http://www.unece.org/env/water/meetings/payment_ecosystems/brochure.pdf 

Ecosystem protection 
and restoration 
(11 examples identi-
fied) 
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the IUCN to convene an independent scientific review panel to evaluate the sci-
ence around the critically endangered western grey whale population in the 
context of impending oil and gas development in the north-eastern Russia. 
Electricité de France has introduced fish ladders at hydroelectric dams along 
the Rhine to ensure that the integrity of the freshwater ecosystem is maintained. 
The Spanish Association for Road Transport has launched an initiative to im-
prove the road users' knowledge  of the environmental aspects of roads. This 
has been done by developing a map indicating geographical sections where 
there is a high risk of disturbing animals in the natural surroundings, a high risk 
of accidents involving animals, and areas with a high environmental value, e.g. 
due to the diversity of animals or plants and protected areas.  

Heidelberg Cement’s Species Protection Program for the sand martin (riperia 
riparia) takes place in 42 sand, sand-lime brick and gravel pits across Germany. 
The project aims to develop a protection management plan including mapping 
of breeding holes in the exploitation sites, assessment of potential conflicts be-
tween exploitation and species protection, and the implementation of control 
measures. During the breeding season all holes are counted and mapped. Dur-
ing winter, plant managers plan their mining for the coming months. If there are 
steep faces attractive to the sand martins yet to be mined, plant workers recon-
tour the steep faces before the birds return or create alternative breeding holes 
for the birds, e.g. unused steep faces, and fill waste dumps with sandy clay top 
soil.  

ConocoPhilips has developed a Biodiversity Action Plan for the Gulf of Paria, 
north-eastern Venezuela, including an assessment and a response to biodiver-
sity risks. Among the actions are scientific research of vulnerable ecosystems 
and encouragement of regional conservation.  

The mining company RioTinto has implemented a corporate-wide strategy to 
address and assess the company's impacts on biodiversity for the exploitation of 
diamonds, gold and silver. The aluminium manufacturer, Alcan, has imple-
mented an Initial Biodiversity Assessment & Planning (BAP) tool to be used 
for the placing of new alumina refineries in Guinea. The Dutch association of 
Investors for Sustainable Development (VBDO) has developed a screening 
methodology to assess how well companies manage biodiversity risks, called 
Ethical Investment Research Services (EIRIS). ABN AMRO uses the IUCN 
Protected Area categories as one of their filters for assessing investment and 
lending decisions in the extraction sector.  

Firmerich, a Swiss-based Biotech company, has developed a sustainability in-
dex, which helps evaluate and communicate the sustainability profiles of differ-
ent natural products.  

NambiRand Nature Reserve in Namibia provides shelter for the critical habitat 
of Oryx antelopes and mountain zebras. The association has granted five exclu-
sive concessions to tourist operators. The operators pay 10-15% of their gross 
income to the owners of the reserve. Potlach Corporation in Canada has imple-
mented a fee to access a programme for recreational users of its forests. Pro-
naca, an Ecuadorian food company, has started a supplier development pro-

BES risk assessment 
tools and sustainability 
index's  
(9 examples identified) 

New business models 
(4 examples identified) 



Study on how businesses take into account their risks related to biodiversity and ecosystem services: state of play and way forward 

C:\Documents and Settings\bgha\Desktop\COWI\Biodiversity\Final report 17 Sept\BES&Business_Final report_Sept2010.docx 

27 

.  

gram to expand its networks of local corn producers with the needs and oppor-
tunities presented by Ecuador's huge base of small farmers to encourage sus-
tainable farming combined with local sourcing. DestiNet is a tourist destination 
information service that supports networking of various sustainable tourism 
stakeholders. 

The Japanese company Ajinomoto has established a joint research project with 
the Japanese Fishery Research Agency on bonito (a fish) resources off the Pa-
cific coast of Japan. The research team will analyze the migration routes and 
movements of bonito. Bonito, also called skipjack, is the raw ingredient used to 
make a key product of Ajinomoto biotech products. It is fished in the tropical 
waters of the Pacific. This area of the ocean has abundant and stable popula-
tions of bonito. The company believes, however, that it is important to continu-
ously monitor the consumption of bonito resources and their habitats to ensure 
that the population is not threatened.  

The Accor Group Etap Hotel in Birmingham has been recovering rain water 
since 2006, which saves 780m3 of water every year, representing 5%-10% re-
duction in the total water consumption of the hotel9. Firmerich has invested in 
two water-saving projects in China. In Shanghai, a multi-functional team im-
plemented the Waterman Project to create awareness of the benefits of respon-
sible water use, anticipate and build-in water conservation practices for future 
site expansion, and share best practice with other affiliates. The plant in Kun-
ming is now recycling the condensate from steam used in two production work-
shops. The condensate used to be discharged.  

Firmerich has at a site in Sao Paulo developed a method of turning a waste pro-
duced as part of the process into a fertilizer. The site uses sodium hydroxide 
and phosphoric acid in the hydrolysis of natural linseed and sunflower oils to 
produce flavour ingredients.  The process generates large quantities of acid 
residue, which has a high chemical oxygen demand (COD). The liquid waste is 
classed as a hazardous waste and has to be trucked to a distant and costly treat-
ment facility. They have found that the addition of calcium oxide was highly 
effective in treating the waste, producing a clean calcium phosphate precipitate 
that can then be used as fertilizer, its use having been approved by the local en-
vironmental authorities. The remaining liquid is neutralized by the treatment 
and has a low COD, which can be processed easily by the on-site waste water 
plant. 

 
The Global Sappi Group has introduced processes that not only minimize the 
environmental impact of paper manufacturing, but assure end users that the 
procurement chain has been stringently monitored and certified by independent 
environmental bodies. 

                                                   
9 
http://www.accor.com/fileadmin/user_upload/Contenus_Accor/Developpement_Durable/pd
f/EN/BP/EN_BP_ECO_Etap_Hotel_Birmingham.pdf 

R&D initiatives  
(7 examples identified) 

Resource efficiency  
(8 examples identified) 
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Sappi Stanger Mill is one of only a few mills in the world that uses sugar cane 
fibre as its primary source of pulp. The pulp is a by-product of sugar produc-
tion; the fibrous material remaining after raw sugar has been extracted from 
sugar cane. The advantage is that it is locally sourced, the bleaching process is 
chlorine-free and the wood fibre used in the production process is obtained 
from sustainable and internationally certified forestry. Furthermore a total 
number of CO2 emissions actions were identified, addressing fuel consump-
tions, shared driving, etc. A common characteristic of these actions is that they 
all date back to the beginning of the decade where climate change was the 
headline of corporate responsibility. 

Another interesting observation is that many companies state collaboration with 
NGOs. This is the case with at least half of the companies screened. The role of 
the NGOs is further explained in section 3.2 below. 

The businesses risks addressed in the actions recorded have been grouped into 
the five types of business risks as explained in Figure 2-5  Business risk cate-
gorization according to WBCSD. As shown in Figure 3-3 below, the main risks 
addressed by business fall within operational risks followed by market and 
product risks. In many of the cases, however, the risk was either unclear or 
various risks were addressed simultaneously, making the results rather ambigu-
ous.  

Due to the sources used for this screening, however, where the companies 
choose to publish the information on their web pages, it must be expected that 
much of this is actually done for reputational reasons.  

Figure 3-3 Business risk 

 

Source: Consultant’s database 

3.2 The role of NGOs 
The NGOs are also players in this context. As CSR strategies are normally not 
approved by external parties, NGOs sometimes take on the role of checking the 
CSR work of companies. Such cooperation usually takes the form of a partner-
ship between an NGO and a company where the NGO monitors the company 
and checks the degree to which the company lives up to its corporate responsi-
bility – e.g. regarding biodiversity. 

Financing

Market and product
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Business risks  
addressed 



Study on how businesses take into account their risks related to biodiversity and ecosystem services: state of play and way forward 

C:\Documents and Settings\bgha\Desktop\COWI\Biodiversity\Final report 17 Sept\BES&Business_Final report_Sept2010.docx 

29 

.  

The companies use the NGOs to ensure the transparency of strategies and ini-
tiatives, and many NGOs are willing to participate in such partnerships. Exam-
ples of cooperation are partnerships between HSBC and WWF, IKEA and 
WWF, Unilever and Oxfam, and Greenpeace and McDonalds. The partnerships 
are often temporary and only cover specific parts of the CSR work of the com-
panies. Cooperation with an NGO can give the company credibility for pursu-
ing open and transparent methods of operation. It has a price when companies 
ask NGOs to monitor their process. Depending on the organisation it is likely 
that the NGO will require high standards of company performance as NGOs 
have their brand credibility and stakeholder interests to protect, and they will 
expect business to invest in their continued and long-range capacity as NGOs 
also have capital requirements.  

An example of an established NGO auditing the suppliers of a company is the 
recent partnership between Nestlé and Forest Trust about palm oil and defores-
tation. "As part of the agreement, the Forest Trust will audit Nestlé’s suppliers 
and will help identify and exclude those that are not doing the right thing," 
"And if there are suppliers that want to change the way they operate, our team 
on the ground will help them to improve their practices in order to comply with 
Nestlé’s purchasing requirements."10  

It can also be a way of spreading knowledge of pressures, impacts, dependen-
cies and the environmental risk of business activities and of giving examples of 
possible solutions. Examples of partnerships where design of products, process 
and quality assurance give credibility to both parties are the Forest Stewardship 
Council and the Rainforest Alliance.  

Working together, the NGO and the enterprise support common goals, in this 
case the improvement or preservation of BES. The business can leverage the 
NGO’s resources towards monitoring, educating and improving its supplier 
conditions – in this case going beyond transparency, and turning a combative 
relationship into a partnership which ensures that the NGO achieves its stated 
societal objectives as well. 

These partnerships are a way of promoting the consideration of BES and lead to 
a number of norms and standards, some of which may become generally ac-
cepted with time and lead to improvements in the BES or prevent degradation 
of the BES. It should though be noted that there is no indication of there being 
any common standards required from NGOs in this kind of cooperation; it is 
thus up to the organisation itself to decide its requirements. Thus the credibility 
of NGO monitoring depends on the credibility and standards of the NGOs.  

3.3 Findings from other studies 
There is extensive literature on business's influence on BES, risks and opportu-
nities. A list of the literature reviewed as part of this study is listed in Annex 9. 

                                                   
10 Source: Extracted from Mongabay; http://news.mongabay.com/2010/0517-
hance_nestle.html, 18 May 2010. 
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This section presents the key findings of two leading studies, the report from 
The Natural Value Initiative  (NVI): Linking Shareholder and Natural Value 
(October 2009) and the report Identification and Development of Opportunities 
for Biodiversity Information Services for Rating Agencies prepared by Neyn-
rode (Sep 2009. These two studies have been selected due to their relevance and 
recent conclusions. The main aspects and conclusions from the studies will be 
presented in the following. 

3.3.1 NVI benchmarking study of the agricultural supply chain 

The Natural Value Initiative11 (NVI) has recently (October 2009) published 
findings on how companies within the agricultural supply chain manage biodi-
versity and ecosystem service risks. 

The NVI study has investigated 35 multinational companies across the agricul-
tural supply chain, including tobacco and beverages. Particular focus has been 
on Brazilian companies as there is an increasing awareness of environmental 
risks in this country and as the country plays a dominating role in the global 
food production, accounting for 25 per cent. The companies were selected 
based on interests from investors cooperating with the study. 

The main conclusions of the study were:  

1. BES risk management is not mainstream and a business case is not yet es-
tablished. 

2. There are significant variations within sectors towards BES risk management 
from 'best in class' to sector average, e.g. the green plot versus the yellow plot 
in as shown in the figure below. 

3. Risk assessment was comprehensively addressed by many of the companies, 
for example in direct operational footprints on water and climate. 

4. On the whole, however, companies are not yet undertaking a 
thorough analysis of the risks and opportunities relating specifically to BES. 

 
The NVI study applied the Ecosystem Service Benchmark consisting of the fol-
lowing five components to assess how well businesses manage biodiversity and 
ecosystem (BES) risks. 

                                                   
11 Thenaturalvalueinitiative: 'Linking shareholder and natural value', October 2009. 
http://www.naturalvalueinitiative.org/content/005/501.php. 
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Figure 3-4 The components of the NVI framework 

 

The Ecosystem Service Benchmark constitutes a tool to analyse the efforts of 
companies and for scoring the companies according to the above five dimen-
sions. The scoring used in the Ecosystem Service Benchmark is explained in 
Figure 3-5 on the following page. 

The NVI study as a whole shows that the highest scores are obtained (in de-
creasing order) on governance, competitive advantage, policy&strategy, man-
agement and implementation and reporting. An overview is given below of the 
highest scoring companies identified in the NVI study. A high score means that 
ecosystem risks are carefully managed by the corporation.  

The companies or sectors scoring the highest on the Ecosystem Service 
Benchmark are those facing immediate pressures, such as consumers' interests, 
NGO campaigns, investor expectations, or those where the materiality of BES 
dependence is very clear and already affecting the economic performance of the 
company.  
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Figure 3-5 Scoring of BES activities through the Ecosystem Service Benchmark 

 

 

Ref Activity Output Level 1 = 0 points Level 2 = 1 point Level 3 = 2 points Level 4 = 3 points

1. Competitive advantage

1,1

Value Creation 

(not for 

tobacco) - see 

Note 1

Extent to which business value is 

created through active brand 

differentiation and development of 

new product lines linked to 

sustainability concerns with a focus on 

biodiversity and ecosystem services. 

No activities in place, or just ad 

hoc public-relations-based 

activities. 

Pilot projects in place to generate 

data for potential company-wide 

roll-out. 

Projects scaled up from pilot 

phase and clearly linked to 

business strategy and brand 

value.

Sustainable product line(s) 

developed and fully integrated 

into core business strategy and 

brand value.

1,2

Ensuring 

sustainability  of 

supply

Measures are being put in place to 

reduce demands placed on shared 

or declining ecosystem services 

or to restore ecosystems on which 

the company  is dependent:  focus 

on issues that require collaboration or 

address root causes of 

overexploitation, e.g. collaboration to 

sustainably  manage the extraction of 

water by  a range of different users in a 

water stressed area. 

No activities in place, or just ad 

hoc public-relations-based 

investments. 

Activities in place, but engagement 

is ad hoc and issues driven rather 

than linked to strategy . 

Pilot projects to reduce impact/ 

dependence on biodiversity  and 

ecosystem serv ices developed to 

generate data for potential 

company  roll-out; wider action 

plan developed to address key  

issues.

Series of activ ities in place to 

address priority  issues that create 

barriers to sustainable sourcing, 

e.g. long-term non-governmental 

organisation partnerships, 

collaboration with industry  

associations/ governments, 

participation in multi-stakeholder 

process as part of a strategic 

approach based on impacts and 

dependencies.

Sub Total - Competitive advantage

2.  Governance

2,1 Responsibility

Responsibility  for biodiversity  

and ecosystem services risk and 

opportunity  management: 

adequate resources are assigned to 

ensure effective management of risks 

and opportunities - responsibility  

assigned at all levels at 1 ) group / 

div isional level and (where relevant) 2) 

site level. 

Not clearly  assigned. Named manager at group level. 
 As for Level 2, but manager no 

more than two levels from board.

Board responsibility  rests with 

named member of executive 

board.

2,2

Risk Assessment 

- nature of 

products

Key  areas of dependency  and 

impact on ecosystem services 

have been identified:  risk profile 

linked to nature of products sold, e.g. 

product heavily  dependent on 

pollination serv ices or requires 

significant chemical inputs.

Lack of formal risk assessment 

process to identify  priority  

products/ crops/ species for 

action to control risk and identify  

opportunities.  

Risk assessment activ ities in place 

but ad hoc and issues driven rather 

than linked to strategy .

Strategic evaluation of those 

products of a) greatest risk and/or 

b) greatest value to company .

Full risk assessment of all 

commodities/ products against all 

relevant risk factors. At farm level, 

this includes assessment of 

landscape level risks.  Good 

understanding of value of priority  

products and supply  chains and 

the associated financial exposure 

to business.  Results integrated 

into a fuller risk assessment and 

associated action plan.

2,3

Risk Assessment 

- nature of 

supply  base

Supply  base mapping:  risk profile in 

relation to geography of sourcing and 

level of influence over supply chain to 

manage that risk, e.g. product grown in 

areas of high biodiversity  importance 

or where key  ecosystem serv ices are 

scarce.  

No evaluation of supply  base 

undertaken.  Geographic risks in 

relation to biodiversity  and 

ecosystem serv ices are unknown.

Some knowledge of where priority  

(where priority  means level of risk 

in relation to biodiversity  and 

ecosystem services) raw materials 

(crops/ species) are sourced from 

and of structure of supply  chain/ 

growing operations.

Significant proportion of priority  

raw materials (crops, timber, fish, 

etc.) traced at least to country  

level.   

In-depth knowledge of supply  

chain, includes traceability  of 

priority  crops & species to 

country/ocean and regional level.  

Results integrated into a fuller risk 

assessment and associated action 

plan.

2,4
Stakeholder 

engagement

Engagement with external 

stakeholders: robustness of 

processes in place for engagement with 

external stakeholders to enhance 

understanding of potential risks & 

opportunities relating to impacts and 

dependence on biodiversity  and 

ecosystem serv ices.    

No consultation with external 

stakeholders. 

Stakeholder consultation on ad 

hoc basis. 

 Formal, risk and opportunity  

based stakeholder engagement 

process in place with results used 

to inform activ ities.

As for Level 3, plus participation in 

roundtables and other 

collaborative stakeholder groups 

in addition to hav ing a formal 

stakeholder engagement process in 

place. Results integrated into a 

fuller risk assessment and 

associated action plan. 

Sub Total - Governance

3.  Policy & Strategy

3,1

Policy  and 

strategy  

framework

Statement of policy  and strategic 

objectives for sustainable 

sourcing (including biodiversity  and 

ecosystem serv ices) determines 

whether there is a consistent 

framework for driv ing improvement 

and managing risk and opportunity .   

No specific policy  statement.

 Issues covered in general terms/ 

at very  high level as part of overall 

env ironment/ sustainable 

development strategy ; lacks 

elaboration of specific standards 

or targets.

 Specific reference to biodiversity  

and ecosystem serv ices in policy  

or strategy  documents.

 Comprehensive policy  and 

strategy  and/ or, where 

appropriate, commodity/ species 

specific policies and commitment 

to understand and minimise 

impacts on biodiversity  and 

ecosystem serv ices, e.g. references 

to efficient use of resource, farm 

management standards, external 

assessment process, goals and 

targets, ongoing rev iew.

3,2 Standard setting

Performance management 

standards for resource and farm 

level:  prov ides supporting guidance 

and standards for implementation of 

the high-level policy/ strategy .

No standards set.

Minimum standard set at group 

level to comply  with 

env ironmental legislation in areas 

of operations, or specific standards 

limited to a few commodities/ 

locations/ issues.

Farm level standards / supplier 

standards are set that go beyond 

compliance but are implemented 

for only  a few products/ 

commodities.

Comprehensive farm level/ 

supplier standards set internally  to 

address priorities identified by  a 

risk assessment. 

Sub Total - Policy and Strategy
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4.  Management & Implementation

4,1

Supplier & 

grower 

engagement

Driving improvements through 

supply  chain and at farm  level: 

extent to which tools and mechanisms 

are in place to drive improvement 

through the supply  chain. 

No tools or mechanisms in place to 

drive improvement through the 

supply  chain/ at farm level.  

Tools or mechanisms in place to 

drive improvement focusing on a 

small number of commodities or 

issues.

Tools and mechanisms to drive 

improvement are in place for the 

majority  of the supply  chain/ most 

areas of production.

As for Level 3 plus incentives are 

in place for suppliers/ farmer to 

adopt and implement the tools.

4,2
Capacity  

building

Capacity  building to support 

improvement:  to what extent are 

programmes under way  that identify  

gaps in capacity  to deliver sustainable 

resource management in-house and 

within the supply  chain and to address 

No capacity  building undertaken.

In-house key capacity  building 

needs identified and programme in 

place to address them.

Tailored capacity  building and 

extension serv ices implemented 

on a pilot basis within supply  chain 

in addition to in-house training. 

Extensive in-house and supply-

chain capacity  building 

programmes in place.

4,3 Assurance

Proof of implementation:  extent to 

which processes are in place to ensure 

effective implementation of 

programmes.  

No processes in place.

Company  self-assessment of its 

producers and its own programme 

implementation, but conducted for 

a few limited companies/ 

commodities with no clear 

strategy  justify ing this.

Self-assessment of all key  suppliers 

and commodities with some third 

party  certification against known 

and widely  accepted standards, 

e.g. RSPO Criteria, FSC, Rainforest 

Alliance (against standards for 

banana, coffee, citrus, cocoa, 

pineapple, flowers and foliage, tea) 

general Sustainable Agriculture 

Standard, MSC for all projects for 

which this is demonstrated to be of 

strategic advantage for 

commodities.

Third party  audits, certification 

against known and widely  accepted 

standards for all commodities and 

suppliers of demonstrated risk or 

where opportunity  for value 

creation lies as defined by  a 

strategy .

4,4

Coverage - 

breadth of 

implementation

Breadth of implementation - 

product/ commodity  coverage:  

examines the extent to which 

programmes in place reflect the risk 

and opportunity  profile of the 

products/ commodities produced.  

No implementation.

Limited application, e.g. premium 

lines but not value lines; finished 

products, not ingredients, 

ancillary  but not core products 

(e.g. wood for curing tobacco, 

biomass for energy  generation). 

Unspecific/ generalised targets to 

increase coverage. 

Specific public targets to 

implement in all supply  chains/ 

farms where high-risk commodity/ 

species is a significant ingredient 

or component, i.e. occurs above a 

defined threshold and / or known 

risk of land expansion or heavy  

agrochemical use.

Significant coverage combined 

with specific  commitment to 

increase coverage as for Level 3.

[4.5]

Coverage - 

depth of 

implementatio

n

Depth of implementation - 

supplier coverage: examines the 

extent to which programmes in place 

reflect a risk-based comprehensive 

coverage of the supply chain.  

No implementation. 

Programmes address first tier 

suppliers. 

As for Level 2, plus engagement 

with most influential links in value 

chain which may not necessarily 

be the first tier of the supply 

chain; contact may be direct or 

through collaborative process. 

Systematic approach to engaging 

with suppliers identified as a 

priority on the basis of risk and 

opportunity analysis. 

Management activities in place to 

control risk and enhance 

opportunities.

[4.5]

Coverage - 

depth of 

implementatio

n

Depth of implementation - 

farmer coverage: examines the 

extent to which programmes in place 

reflect a risk-based comprehensive 

coverage of growing activities.

No implementation. 

Programmes in place for at least 

25% of the farmers identified as a 

risk from the perspective of 

dependence and impacts on 

biodiversity and ecosystem 

services.

Programmes in place for at least 

50% of the farmers identified as a 

risk from the perspective of 

dependence and impacts on 

biodiversity and ecosystem 

services.

Programmes in place for all the 

farmers identified as a risk from 

the perspective of dependence 

and impacts on biodiversity and 

ecosystem services.

Sub Total - Management and Implementation

5.  Reporting

[5.1]

Farm Level 

Data Collection 

[for companies 

that own land]

Data on impacts of primary 

production:  checks for the presence 

of quantified key performance 

indicators – a key tool in driving 

performance improvements, e.g. 

number of farms committed to 

sustainable agriculture practices.  

No individual farm level data 

collected: primary producers 

prepared to declare legal 

compliance only. 

Limited data collected only (own 

operations only). 

Systematic collection of farm level 

data (own and contract farms).

As for Level 3, plus farm level 

data assessed against detailed set 

of performance indicators: data 

held centrally.

[5.1]

Supply chain 

monitoring [for 

companies 

sourcing from 

third parties]

Monitoring performance:  

information reported internally to 

track improved understanding and 

management of biodiversity and 

ecosystem services in the supply chain 

(could be process indicators). 

Information is not available to 

track performance improvement 

down the supply chain / at farm 

level.

Internal systems in place to track 

performance against the 

standards set but these are 

incomplete. 

Internal systems in place to track 

performance against the 

standards set and are complete.

Internal systems in place to track 

performance against the 

standards set. Trends indicate 

progress in priority areas.

5,2
Quantitative 

Targets

Improvement in practice:  checks 

to what extent quantitative targets 

have been set – an essential tool to 

drive forward policy  and strategy 

implementation. 

No targets set. 

Targets set for a small number of 

issues/ areas on an ad hoc basis 

and may be issues driven.

Targets set for small number of 

issues of strategic importance, 

going beyond immediate 

operational impacts (e.g. 

sustainable sourcing).

Targets set for all issues of 

strategic importance, with 

ev idence of improved 

performance against those targets.

5,3 Reporting

Disclosure of appropriate 

information: checks extent to which 

information is collected, used for 

management and communicated to key  

stakeholders in a way that meets their 

information needs, controls risk and 

realises opportunity .  

Brief mention; no detail.

Discussion of issues; supply  chain 

stories; no reporting on results or 

targets, some communication on 

priority  areas and limited 

reporting on results or targets. 

Detailed disclosure of: e.g. high-

risk crops/species; standards & 

assessment framework; coverage 

strategy (which raw materials and 

why); % primary  producers 

assessed, audited, certified; 

progress against targets; results 

and challenges; pilot projects & 

technical assistance; £ invested at 

farm/resource level.   NOTE:  

please note down indicators 

reported here and against farm 

level indicators.       

 As for Level 3, reported data is 

verified by a third party  verifier.

5,4
Public affairs & 

lobbying

Disclosure of relevant public 

affairs activ ity :  no lobby ing 

activities are conducted that run 

counter to stated policies on 

sustainable sourcing.

No information on lobby ing or 

public affairs activities or simple 

statement of compliance with law 

on political donations. 

Disclosure of membership of trade 

and business associations, multi-

stakeholder processes and support 

for voluntary  initiatives.

As for Level 2, plus discussion of 

specific  policy  positions on 

material biodiversity/ sustainable 

sourcing issues. 

As for Level 3, plus disclosure 

demonstrates alignment of the 

company's sustainability  activ ity  

with its public affairs and lobby ing 

activ ities.

Sub Total - Reporting

TOTAL SCORE
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It seems that companies in general are aware of the potential risk of BES and 
that they are starting by establishing a governance structure to address the issue. 
The five components of 'BES action domains': governance, policy & strategy, 
management and implementation, reporting and finally building shareholder 
value, can in fact be seen as a logical sequence of steps resulting in an increased 
shareholder value of the company due to increased competitiveness. In other 
words: first you assess the risks (through governance), then you formulate how 
to tackle the risks into the company strategy, whereafter you implement and 
manage the strategic measures, and only then you are ready to communicate 
and report to the public. Ultimately all the efforts, if successful, will result in 
creating shareholder value through customer acceptance. 

The current study has applied the NVI framework as part of the case studies to 
analyse how companies are managing their impact and dependencies on BES.  

3.3.2 Nyenrode/IUCN/FFI study12 

The study Identification and Development of Opportunities for Biodiversity In-
formation Services for Rating Agencies was executed by the Nyenrode Univer-
sity, the International Union of Conservation of Nature (IUCN) and the  Flora 
and Fauna International (FFI). The study was commissioned and financed by 
the Ministry of Spatial Planning, Housing and the Environment of the Nether-
lands and executed between October 2008 and October 2009. The ultimate goal 
of the study was to catalyze the market for information services and to enable 
investors to include BES consideration into their (mainstream) investment deci-
sions. 

The study concluded that: 
 

1. The market for BES-related information services by sustainability-rating agen-
cies is currently immature. 

2. There are many initiatives (in progress or being developed) with the intention to 
fill the current gap of insufficient BES information. 

3. Nine characteristics (barriers/opportunities) have been identified that can serve 
as an explanation for the immature state of the market. These issues are all in-
terrelated and part of the same system. 

4. The current initiatives to provide more BES information are addressing different 
barriers, but acting in isolation might not be strong enough to change the entire 
system. Linking these initiatives and bundling efforts is important to create a 
catalyzing effect for developing the market. 

 
The Nyenrode/IUCN/FFI study identified nine barriers to including information 
on the impact and dependencies of companies on BES in the information ser-
vice provided by sustainability-rating agencies. These are presented below, in 
no particular order of importance. 

Figure 3-6 Nine barriers to reporting on BES  

                                                   
12 "Identification and Development of Opportunities for Biodiversity Information Services 
for Rating Agencies" (Sep 2009). 

Application of the NVI 
framework in the cur-
rent study 
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Barrier Comment 

1. Short-term profit focus There is a focus on short-term profits. A shift towards a mid- or long-term perspective would 
create a stronger demand for Environmental, Social and Governance (ESG) – and thus 
biodiversity – related services. 

2. Lack of integrated leg-
islation 

Legislation and regulation, either governmental or private, could catalyze the market to de-
velop, for example by requiring disclosure of information. 

3. The niche status of 
sustainability-rating 
agencies in the financial 
world 

Consolidation, either by a structured cooperation of sustainability-rating agencies with 
credit-rating agencies and financial institutions, or by mergers between sustainability-rating 
agencies and/or with credit-rating agencies, would boost the creation of standards and the 
integration of financial and ESG considerations. 

4. The concept of biodi-
versity is complex 

Dividing the concept into more concrete sub-themes, specified per sector with quantified 
financial impact at company level, would increase the common understanding of the risks 
and opportunities related to BES. 

5. The understanding of 
the BES concept in the 
financial world is limited 

Once more specific and concrete information becomes available, all players in the value 
chain, including asset owners, consultants, asset managers, investment banks and compa-
nies, will need basic education on BES. Their understanding of the issues will enable them 
to take BES information into account in their decision-making processes. 

6. Lack of a quantified 
business case 

Few studies have addressed the causal link between biodiversity impacts and a single 
company’s financial performance. 

Economic valuation of ecosystem services would make a stronger case for inclusion of 
BES information in mainstream decision-making. 

7. Lack of appropriate 
tools 

There is a need for currently lacking efficient tools to evaluate a company’s risks and oppor-
tunities in relation to loss in BES. 

8. Access to information Continuous, compatible and relevant information needed to making informed decisions on 
BES risks and impacts is not available or not easily accessible. 

9. There is an alleged 
mismatch between NGOs 
and rating agencies 

NGOs are a potential source of valuable information and knowledge on biodiversity. This 
potential is not yet fully recognized by rating agencies. Further collaboration could be ex-
plored. 

 
 
Although used in another context, e.g. to access the market for BES-related in-
formation services related to sustainability-rating agencies, it is interesting to 
note the type of barriers identified as hindering further reporting on BES from 
the company's point of view. The current study has used the above identified 
barriers as input to the formulation of our interview guide. 

Parallel to the current study, TEEB (The economics of ecosystems & biodiver-
sity) has been undertaking the TEEB for business report recently published13. 
The TEEB study likewise the current study has been addressing business risks 
associated to BES as well as business opportunities. 

3.4 Lessons learned as input to case studies 
Based on the findings from the literature review including the screening of 70 
companies, the review of NGO actions and the desk study on other studies con-
ducted, we have outlined a series of lessons learned. 

                                                   
13 http://www.teebweb.org/ForBusiness/tabid/1021/Default.aspx 
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The following lessons were drawn from the screening: 

• The companies influence the ecosystem by using input and by affecting the 
ecosystem through their operations. Companies may reduce the resource 
input, increase the reusing rate or use substitutes in order to minimise the 
impact on the ecosystem. An example is the replacement of wood in paper 
production with sugar canes, which also grow faster and are cheaper. 

• The companies operate within four main areas that they need to be aware 
of: the market, finance, regulation and management. Within these four ar-
eas, they have the possibility to reduce their impact on the ecosystem.  

• The companies face a number of risks and opportunities while they en-
deavour to optimise the short- or long-time profit of their business, but 
they rarely publish the drivers for the actions they conduct to face both 
risks and opportunities. 

• There are today a number of policies regulating BES in order to support, 
protect and improve the current level. The effects of the actions taken by 
the companies in addition to this regulatory system are rarely published, 
which feed into the argument of window dressing. 

• The screening shows that companies in the energy, finance, and food proc-
essing sectors are the most active in publicizing how they address BES 
risks, closely followed by the biotech and tourism sectors. 

• It appears that multinationals together with US-based companies are the 
most active in initiating BES actions.   

• The main risks addressed by business fall within operational risks. 

NGOs often enter cooperation with businesses in the form of a partnership with 
the aim of monitoring and obtaining a high standard of company performance 
thereby gaining their own societal objectives. The NGOs have their brand 
credibility and stakeholder interests to protect and they will expect business to 
invest in their continued and long-range capacity.  

From the business point of view, they gain credibility for pursuing open and 
transparent methods of operation by entering into cooperation with NGOs. In 
some cases the cooperation goes beyond transparency, and through monitoring, 
educating and improving supplier conditions, turning a combative relationship 
into a partnership. 

Lessons learned from the NVI and Nyenrode/IUCN/FFI studies have been 
summarised in the following:  

• The companies or sectors scoring highest on the Ecosystem Service 
Benchmark in the NVI study are those facing immediate pressures or those 
where the materiality of ecosystem dependence is very clear and already 
affecting the economic performance of the company. The highest scores 

Lessons learned from 
the screening 

Lessons learned from 
the NGOs 

Lessons learned from 
other studies 
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are obtained on governance, competitive advantage, policy&strategy, man-
agement and implementation and reporting (in that order).  

• Ecosystem service risk management is not mainstreamed and not an estab-
lished part of the business case yet. 

• Huge variations have been seen within the same sectors towards ecosystem 
risk management. 

• Prevailing initiatives regard addressing global sustainability issues, e.g. 
addressing water scarcity, CO2 emissions, etc. 

In the following, the components are presented according to the risk typologies 
adopted in the present study (Table 2-2). Within each of the components the 
present study will assess how well the business manages the BES-related risks 
according to the different risk categories. 

Figure 3-7 The Business risk categorization related to components of the Ecosystem 
Service Benchmark 

Risk category Component of the Ecosystem Service 
Benchmark 

Operational risks Governance 

Management and implementation 

Regulatory and legal risks Policy and strategy 

Reputational risks Reporting 

Markets and product risks Competitive advantage 

Financial risks The financial risks are embedded in the 
other components and not a main issue 
of the ESB - the other components are a 
prerequisite for financial sustainability in 
the long term 

 

Operational risks are being managed by companies through governance and 
management measures. Regulatory and legal risks are imbedded into policy and 
strategy measures. Reputational risks are addressed through the reporting of 
company activities. Market and products risks are managed within the competi-
tive strategy striving to create competitive advantage. Financial risk are imbed-
ded in the other components and can be regarded as a prerequisite for financial 
sustainability in the long run as also reflected in the way a financial institution 
would assess a company's financial capacity. 
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4 Introduction to case studies 
This section introduces the objectives and methodological consideration con-
cerning the case studies presented in chapters 5 to 9. 

4.1 Objective of the case studies 
The objectives of the case studies are to provide an in-depth assessment of: 

• how far companies are in addressing BES risks 

• what drives the companies to take actions 

• what hinders the companies from taking action or taking further action  

• the extent to which the incentive to take action differs depending on where 
in the value chain the company operates, if the company is a market leader 
or a laggard (follower), etc.  

Additionally, through discussions with the companies, the case studies will 
seek to understand the kind of policy actions that could be taken to support and 
encourage companies to address BES risk throughout their operational cycle. 

The following interviews were conducted: 

� 11 in-depth business cases covering 5 sectors (the food and drink pro-
duction sector, the retail sector, the tourism sector, the biotechnology 
sector and financial sector) 

� 5 short telephone interviews with 5 major insurance companies  

� interviews with 5 industry associations covering 5 sectors (the food and 
drink sector represented by CIAA, the pulp and paper industry repre-
sented by CEPE, the retail sector represented by EuroCommerce, the 
biotechnoly sector represented by DIB and finally the pharmaceutical 
sector represented by EFPIA). 

Interviews conducted 
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4.2 Selection of case studies 
Based on the screening and literature review a selection of 11 case studies rep-
resenting companies in five industrial sectors was made for further investiga-
tion. The following criteria for selection were developed: 
• A fair representation across the industrial sectors agreed with the DG ENV 

- the food and drink production, retail, tourism, biotechnology and finance 
sector. 

• The companies should have high impact and/or dependency on BES. 
• The sample should include both frontrunners and laggards, meaning both 

companies that have been rather active in taking BES actions, but also 
companies that have not. This was to understand what drive companies 
that are pro-active and what holds back companies who are not taking ac-
tion. In reality, it turned out, however, that the distinction between front-
runners and laggards was not as clear-cut as first anticipated, as discrepan-
cies were more related to sectors and to large companies versus SMEs. For 
instance, the same company could be a frontrunner for some type of BES 
actions while lagging behind in other type of BES actions. Hence, front-
runners versus laggards proved difficult to use as a selection criteria within 
each sector. 

• The sample should include both small companies and large companies. 
• A good geographical representation of EU27. In reality it turned out to be 

difficult to get the Southern-based companies to participate; hence, the 
Northern-based companies are over-represented. 

 
Case studies selected  The final case studies were selected from across five economic sectors 

including both large corporations and small companies. The selected companies 
per sector are listed in the table below 

Figure 4-1 Interviews completed with the following companies 

Sector  Name of company  Country  

Food and drink produc-
tion  

Plzensky Prazdroj Czech Republic 

Belberry  Belgium  

Nestle  Switzerland  

Retail  Én Gry og Sif  Denmark  

Delhaize   Belgium  

Tourism  Club Med France/United Kingdom 

Skallerup Klit resort  Denmark  

Biotechnology  NOVOzymes  Denmark  

Financial sector  Aviva Investors plc. United Kingdom 

European Bank for Reconstruction and 
Development 

United Kingdom 

European Investment Back Luxemburg  

 

Criteria for selection 
of cases 
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Specifically for the financial sector the cases were selected to cover two major 
parts of the sector: i) two major players within commercial banking 
EBRD and the EIB – were selected to take part in the 
an important part of the financial sector's effort in supporting the promotion of 
sustainable development, inclusive of BES through the so
ciples; ii) in addition, an interview was conducted with a so
ager (managing the third party's funds, e.g. commitments from a pension fund).

 Case study approach 
Before approaching the selected companies for either a telephone interview or a 

to-face interview, a preliminary desk study of the company was carr
out. This desk study had a threefold focus as indicated in 
ated the basis for the interviews with the different companies. A further d

tion of each of these elements is introduced below the figure.

Figure 4-2 Elements of the company interviews 

As a starting point, a description of the relevant sector, including a brief ove
view of its structural characteristics mapping of BES impact and dependencies 
and the main perceived business risks of the sector was elaborated. The sector 
description was subject to revision based on feedback from the companies and 
industry association interviewed. 

For each of the companies to be interviewed, the consultant prepared a benc
marking of the company's management of BES based on the NVI framework. 
The benchmarking was made on the basis of published material related to the 

anies' operations. The results of the benchmarking were used in the di
cussions with the company. 

COWI used the NVI framework as a means to collect relevant information 
from published sources on the company's webpage, CSR reports etc and co
ducted the scoring against the criteria as stipulated in the NVI framework. The 
NVI scoring was then used at the interview with the company as a basis for di

Drivers

Barriers

Policy 
Measures

Corporate 
Actions
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Benchmarking
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Specifically for the financial sector the cases were selected to cover two major 
parts of the sector: i) two major players within commercial banking – the 

were selected to take part in the case studies as they form 
an important part of the financial sector's effort in supporting the promotion of 
sustainable development, inclusive of BES through the so-called Equator Prin-
ciples; ii) in addition, an interview was conducted with a so-called Fund Man-
ager (managing the third party's funds, e.g. commitments from a pension fund). 

Before approaching the selected companies for either a telephone interview or a 
face interview, a preliminary desk study of the company was carried 

out. This desk study had a threefold focus as indicated in Figure 4-2 that cre-
ated the basis for the interviews with the different companies. A further de-

of each of these elements is introduced below the figure. 

 

As a starting point, a description of the relevant sector, including a brief over-
view of its structural characteristics mapping of BES impact and dependencies 
and the main perceived business risks of the sector was elaborated. The sector 
description was subject to revision based on feedback from the companies and 

For each of the companies to be interviewed, the consultant prepared a bench-
marking of the company's management of BES based on the NVI framework. 
The benchmarking was made on the basis of published material related to the 

anies' operations. The results of the benchmarking were used in the dis-

COWI used the NVI framework as a means to collect relevant information 
from published sources on the company's webpage, CSR reports etc and con-

ing against the criteria as stipulated in the NVI framework. The 
NVI scoring was then used at the interview with the company as a basis for dis-
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cussion. The results of the NVI scoring were then altered according to the dia-
logue with the company. 

Finally, an interview guide14 was prepared to stimulate discussion towards get-
ting to the core of understanding what drives the companies to take action as 
regards BES-related risks, which are considered the barriers to not taking any 
action or only to taking limited action, as well as to create the basis for a dis-
cussion of how EU, national or regional policies might accelerate action. 

The two figures below illustrate main drivers and barriers. Both figures were 
used as a point of departure during the interviews conducted with the compa-
nies. As illustrated in Figure 4-3 the perceived type of drivers were grouped 
into logical categories such as market drivers, regulative drivers, business op-
eration drivers, financial drivers and management drivers.  

Figure 4-3 Perceived drivers for taking into account BES risks 

 

 
Likewise as illustrated in Figure 4-4 the type of barriers perceived to hinder 
companies in taken actions to target BES risks were formulated into different 
statements in order to stimulate discussions during the interviews.  

                                                   
14 The interview guide is included in Annex. 

Drivers, barriers  
and policy  
recommendations 
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Figure 4-4 Perceived barriers to address BES   
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4.4 Industry associations 
To complement the information collected from the case studies of the selected 
companies, industry associations in the relevant sectors were contacted in order 
to achieve a broader sector perspective on e.g.: 

• Whether BES (and related risks) is an issue addressed at the level of the 
industry association and, if so, for which reasons and how? 

• To get a better understanding of how BES risks are managed across the 
member companies as such. 

• To obtain feedback and recommendations from the industry association as 
to how policies might best be formulated and implemented in order to fur-
ther address the loss in BES while minimising the impact on….of??? the 
companies. 

The following industry associations have been interviewed, either by means of 
a teleconference or through face-to-face interviews.  

Figure 4-5 Interviews completed with the following industry associations 

Sector  Name of association  

Food and drink produc-
tion  

CIAA, Confederation of the Food and Drinks Industries of the 
EU  

Paper and pulp industry  CEPI, Confederation of European Paper Industries  

Retail  EuroCommerce  

Biotechnology  DIB, Deutschen Industrievereinigung Biotechnologie  

Pharmaceuticals  EFPIA, European Federation of Pharmaceutical Industries 
and Associations  

 

Except for the DIB, the above associations are all industry organisations repre-
senting their branch at EU level and knowledgeable of current trends within 
their sector at EU level. 

In addition, further insight into the subject was collected from participation in: 

• A workshop in London organised by the Nature Value Initiative (NVI) 
to present and discuss the findings of the study: 'Linking Shareholder 
and Natural Value on the management of ecosystem services risks and 
opportunities in the food, drink and tobacco sectors – common chal-
lenges and tools to address them' (Workshop report is included in An-
nex 5). 



Study on how businesses take into account their risks related to biodiversity and ecosystem services: state of play and way forward 

C:\Documents and Settings\bgha\Desktop\COWI\Biodiversity\Final report 17 Sept\BES&Business_Final report_Sept2010.docx 

44 

.  

• A conference on the future of agriculture organised by the ELO (Euro-
pean Landowners Association). This year's conference addressed the 
topic: 'Meeting the food & environmental security challenge' attracting 
more than 900 participants. Sustainable agriculture was one of the main 
topics of the conference.15 

• Moreover, a number of other industry associations, such as the Euro-
pean Organisation of Fashion Retailers (AEDT), the Environmental De-
sign Research Association (EDRA), the European Chemical Industry 
Council (CEFIC) and the European Travel Commission (ETC) were 
contacted, but either declined to participate or never replied. 

                                                   
15 http://www.forumforagriculture.com/. 
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5 The food and drink production sector 
This section presents a general introduction to the selected sector followed by 
the outcome of the interview with the business association and the case studies 
from the food and drink sector.  

The following companies were selected as representatives of the food produc-
tion sector: Plzensky Prazdroj, Belberry and Nestlé, representing medium-
sized, small and large companies. Moreover, input was also provided through 
participation to the Elo Forum for Sustainable Agriculture and an interview 
with the Industry Association CIAA. It should be noted that an actual interview 
with Nestlé was only conducted indirectly, as the Environmental Director of 
Nestlé also happened to take part in the telephone interview conducted with 
CIAA in his capacity of Chairman of the CIAA. Therefore drivers and barriers 
were not explicitly derived for Nestlé. 

For each of the case studies, the findings will be presented according to the five 
elements of the Ecosystem Scoreboard elaborated by the NVI and scoring 
against each of the 5 components of the NVI framework is provided according 
to the NVI scoring system (see Figure 3-5) . 

Finally, the sector policy recommendations are presented. 

5.1 Sector description  
The value chain for food production consists of three main types of actors: pro-
ducers, processors and retailers.  

Upstream, agricultural farms, fish farms and fisheries are relatively small enti-
ties operating locally.. In EU alone, there are 14 million farmers16 managing 
more than half of the EU land territory, dominated by small farms with less 
than 5 hectares.. About 70 per cent of EU agricultural production is purchased 
by the EU food and drink industry. 

As opposed to the producers, the processors – in terms of volume – are domi-
nated by large enterprises, most often operating at a global scale and very con-
cerned about building brand value and securing long-term business operation, 
e.g. access to adequate supply chains. Large European players include Nestlé, 
Unilever, Parmalat, Cadbury, Danone and others. The relatively few, but very 
                                                   
16 http://ec.europa.eu/agriculture/agrista/2009/table_en/C5-5-3541.pdf 

Structural  
characteristics 
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large companies account for about half of the European turnover. Nevertheless, 
the processing sector also consists of a very large number of SMEs. 

A more comprehensive overview of the sectoral characteristics of the food pro-
duction sector is provided in Appendix 3. The following table highlights the 
main features of importance to the current analysis. 

Figure 5-1 Structure of the food and drink industry 

 

Source: CIAA (2008) 

The change in agricultural production is a key factor in the decline of BES, 
largely due to the intensification or the abandonment of land and traditional 
farm practices. Current farm trends do not favour the maintenance of high na-
ture value farmland or agricultural habitats in Natura 2000 areas, with the lack 
of grassland management across the EU being a particular concern. (EEA 
2010). Organic farming accounts for less than 10 per cent of the farming areas 
in the EU, a share varying considerably across Member States. The trend, how-
ever, is increasing towards organic farming17 constituting one type of sustain-
able farming. 

                                                   
17 http://dataservice.eea.europa.eu/atlas/viewdata/viewpub.asp?id=1276. 

BES impact and de-
pendency at sector 
level 

 

http://reports.eea.europa.eu/report_2004_1/en
http://reports.eea.europa.eu/report_2004_1/en
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Land use, agricultural practices and rural development are seen as major deter-
minants to the state of biodiversity and ecosystem services. In its 'Public good 
from private land', the RISE Foundation18 suggests that the public good in the 
form of environmental services that farmers and foresters provide on top of the 
marketed products they sell on the market is not duly accounted for by the mar-
ket. As a result, farmers and foresters provide insufficient environmental 
'goods' and too many environmental 'bads'. Such market failures lead to biodi-
versity loss, landscape degradation and pollution of the water and atmosphere. 
RISE (2009). 

The impact on and dependency of BES within the food sector are briefly out-
lined in the table below. It should be noted that the list is not exhaustive. 

Figure 5-2 BES impacts and dependencies for the food production sector 

 

FOOD PRODUCTION 
IMPACT on BES DEPENDENCY on BES 

• Intensive agriculture practice contributes 
directly to BES loss, due to intensive use 
of freshwater for irrigation, depletion of soil 
nutrients, soil erosion and desertification, 
pesticide-born damage and risks to human 
health  

• Cause of land use change - conversion of 
grassland and forest into agricultural land 

• Agricultural land availability  

• Water (availability and quality) 

• Soil (availability and quality) 

• pollination 

• Genetic diversity 

• etc 

• Overfishing • Availability of Fish stock 

 

The main business risks of the food processors are listed in the table below. 
Please note that the list is not exhaustive. 

Figure 5-3 Potential business risks in the food industry related to BES  

Risk category Food industry business risks 

Operational risks Lack of water, increasing raw material costs, unreliable raw 
material supply, food safety hygiene, auxiliary costs (energy, 
water, etc).  

Risk of droughts or hurricanes destroying significant crop 
supply, decrease in pollination, animal-related diseases, etc. 

Regulatory and legal 
risks 

Liability and food security, including food contamination leading 
to product recalls and the risk of overselling a product (e.g. 
health related claims) that might lead to law suits.  

Reputational risks Reputational damage, delayed launching of eco-friendly 
products, etc.  

Market and product risks Consumer demands, changes in food safety regulation, public 
opinion on GMO or the like, depletion of ecosystems (fishery, 
intensive farming, etc), animal welfare, uncontrolled releases of 
pesticides or herbicides, use of feedstock for other commercial 

                                                   
18 Rural Investment Support for Europe. 

Business risks 
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Risk category Food industry business risks 

purposes (e.g. bio-fuels), changes in regulation (packaging, 
food safety, launching of bio-based or GMO-based products), 
etc. 

Financial risks   This is in particular relevant in case of M&A (mergers and 
acquisitions). A company's ability to address BES risks are just 
one out of many components, According to Financierworlwide 
'Green initiatives such as environmentally-friendly packaging 
and biodegradable cups are expected to boost sales through 
2010'19 indicating that green profiles are indeed an important 
factor while evaluating financial risk. 

 

5.2 Perspective of the business association (CIAA) 
The Confederation of the Food and Drink Industries of the EU (CIAA) was in-
terviewed to get an overview of general drivers and trends in this sector. Repre-
senting Europe’s largest manufacturing sector, with an annual turnover of €965 
billion, and providing direct employment to 4.4 million people, the European 
food and drink industry is an important pillar of the EU economy. 

The mission of the CIAA is ”providing a platform on which to share best prac-
tices of sustainability among its members, in particular to support SMEs. The 
majority of the players in industry are SMEs. SMEs have fewer resources to 
invest in the complexity of sustainability compared to large companies such as 
Nestlé. The CIAA encourages companies to base their business on sustainable 
practices." 

According to CIAA the two main drivers of sustainable food production identi-
fied are (in that order): 

1. to secure future supply (industry-driven) 
2. to respond to an increasing demand for sustainable products (market or 
consumer-driven) 
 

The food and drink sector is providing 500 million consumers with products on 
a daily basis and CIAA argues that this is done in an ever increasing competi-
tive business environment worldwide, which forces the companies and their 
business association to reflect on long-term perspective and address challenges 
such as environmental ones that are of concern to the consumers. This leads to 
a number of actions taken – both by companies and the CIAA. The actions of 
the companies are further discussed during the company case studies.  

At industry level, CIAA is active on a number of initiatives related to the chal-
lenges mentioned above. For instance: 

                                                   
19 http://www.financierworldwide.com/article.php?id=6159&page=2 
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At the end of 2010 CIAA is organising a congress20 to address the socio-
economic and environmental challenges that are "top of mind" for the industry 
and consumers, including topics such as 'food for the future', 'health and well-
being', and 'Planet and environmental sustainability'.  The latter topic is to ad-
dress the following questions: 

• How is the European agri-food industry promoting leadership in the 
area of sustainability by improving its environmental performance 
along the food chain?  

• Are consumer preferences increasingly driven by environmental con-
cerns? How can manufacturers communicate their efforts to improve 
the environmental sustainability of their products to consumers in a 
consistent, effective way?  

• What opportunities does ‘greening’ the food chain present for Europe’s 
food and drink industry? 

The Congress will aim at identifying workable solutions based on efforts al-
ready being undertaken and stressing the importance of trust in the food and 
drink industry. 

  

                                                   
20  http://www.ciaacongress2010.eu/?id=1 

CIAA Congress end of 
2010 
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Another major initiative of CIAA is the establishment of a roundtable aiming at 
sharing best sustainability practices among its members by: 

• establishing scientifically reliable and uniform environmental assess-
ment methodologies for food and drinks 

• identifying suitable tools and guidance for voluntary environmental 
communication to consumers and other stakeholders, and 

• promoting continuous environmental improvement measures along the 
entire food supply chain. 

The roundtable initiative is  an example of dialogue with the client and how to 
communicate the environmental characteristics of a product to the client. 
Hence, it is linked to the competitive advantage of products with environmen-
tally friendly characteristics. Again – BES were not addressed specifically, but 
are included in sustainability and environmental characteristics. 

According to CIAA, there are a number of challenges facing the food and drink 
industry that directly or indirectly affect BES. They are the following:  

Preservation of water resources  is essential because without water there are no 
BES. Clearly, the problem is regional, e.g. a bigger issue for Southern Europe 
than Northern Europe. 

The global demand for food is increasing dramatically to further impact the 
state of BES. At the same time, food waste accounts for 20-40 per cent 
throughout the supply chain, from storage and transport to the final consump-
tion (Nestlé, CIAA). Addressing food waste is seen as a means to reduce the 
overall demand for food, and thereby indirectly addressing BES. Actions that 
might support the waste problem at the consumer end could be to educate the 
consumers and to tailor food portion to better reflect the need of the consumer. 

Increase our understanding of biodiversity and its effect on yields, like in the 
case of honeybees and pollination, is another challenge likely to require a joint 
effort across the industry and society. Some companies as e.g. Nestlé are al-
ready funding various R&D programmes (see the section on Nestlé). 

Striving towards sustainable food production is the overall goal and driver for 
the combined industry in order to: 

• secure future supply of food to meet an increased global demand (industry-
driven) and  

• respond to an increasing demand for sustainable products (market or con-
sumer-driven). 

Many major companies are already doing much to reduce their ecological foot-
print, mainly through LCAs and through direct actions, e.g. at factory level, to 
save water, waste treatment, control air emission and reduce waste. 

Roundtable 

Main challenges of the 
sector 

Trends in the sector 
to respond to 
challenges 
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A growing trend across the industry is to have direct procurement. In order to 
better 'control' upstream suppliers, many companies will have their own suppli-
ers' codes specifying growing practices and other CSR measures to be fulfilled 
by the supplier. 

It was the view of the CIAA, however, that due to the complexity of our com-
bined food production systems where each player is only a small fraction of the 
entire system, industry on its own cannot alone address and solve sustainability. 

5.3 Case study 1: Plzensky Prazdroj 
Plzensky Prazdroj is the biggest producer of beer in the Czech Republic with a 
market chare of 48 per cent. It is also the largest exporter of Czech beer, best 
known internationally for its top brand 'Pilsner Urquell'. Plzensky Prazdroj is 
part of the SAB Miller Group, which is one of the biggest beer producers in the 
world.  

Plzensky Prazdroj has three breweries in the Czech Republic at which all beer 
is brewed, employing around 2400 persons. The breweries are placed at differ-
ent locations for historical reasons. One brewery is located in the surroundings 
of Prague close to fields and forests, another is situated in the middle of a small 
city, and the last one sits in the countryside bordering a Natura 2000 site. Due 
to the variety of locations, the mapping of dependencies and impacts of the 
three breweries differ from each other. 

Plzensky Prazdroj is the first brewery in the Czech Republic to obtain ISO 
14001 and 9000 certification.  

5.3.1 BES-related actions in the company 

The company has carried out several initiatives addressing BES. These are pre-
sented below according to the five dimensions in the Ecosystem Service 
Benchmark elaborated by the NVI including a scoring against each of the 5 
NVI components. 

Plzensky Prazdroj has adopted the responsible sourcing principles created by 
the parent company SAB Miller. This framework addresses business conduct, 
working conditions, child labour, diversity and environmental protection.  

The quality of the raw materials supplied is monitored using the Quality Man-
agement System.  

The quality of the raw materials supplied is monitored using the Quality Man-
agement System.  

The targets set are long term, and each part of the company formulates its own 
strategies and decides how to pursue them. 

Each part of the group has the freedom to set local targets. These targets are 
monitored and benchmarked with the rest of the group companies. This ensures 

Governance 

Policy and strategy 
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competition between the different groups of the company in terms of first meet-
ing the environmental targets through a set-up where each part competes with 
the other parts of the company. The figures are verified by a third party, e.g. by 
Det Norske Veritas. 

The company generally scores high due to being part of SAB Miller that have 
identified the 10 sustainable development priorities, long-term objectives and 
development of internal self-assessment processes. The company management 
is informed of the progress at regular meetings at least once every six months in 
accordance with ISO 14001 internationally acknowledged standards, the quality 
management system ISO 9001, the HACCAP food health and hygiene system, 
and the work safety management system in compliance with OHSAS 18001. 
This clearly indicates a company with policy frameworks and set standards em-
bedded within the corporation management. 

The Plezensky Prazdroj is the only Czech brewery to have a degree in interna-
tional certification. This certification was obtained in 2009 for the environ-
mental work done in relation to the protection system and work safety under the 
ISO 14001 and OHSAS 18001 norms for all the company's departments.  

„The biological treatment system for drainage and rain water from the 
Radegast Nosovice brewery has cleaned 334,000 m3 in its five-year trial pe-
riod. The project, costing more than CZK 6 million (250.000 EUR), now 
moves to permanent operations. Rain water flowing from the brewery is 
pooled and cleaned by a system of ponds isolated from other water. This is a 
natural form of treatment which places no demands on energy consumption. 
Not only has it not interfered with the vista of Moravka valley river bed, it 
has had a positive influence on the biotope and made it possible to reintro-
duce the original fauna and flora, such as musk-rats and spotted salaman-
ders.“21 

A built-in flexibility allows companies to focus on the priorities that are most 
relevant to production. Four of the priorities directly address the environment:  

• Reducing energy and carbon footprint 

• Using less water  

• Recycling of packaging 

• Working towards zero waste operations. 

Plzensky Prazdroj has a high level of reporting in the form of internal yearly 
reporting and a systematic benchmarking of the brewery comparing perform-
ance with other breweries within the SAB Miller Group's framework. The 
benchmarking system consists of a number of indicators directed to the envi-
ronmental performance of the brewery. 

                                                   
21 http://www.prazdroj.cz/en/responsible-company/our-principles-of-sustainable-
development/environmental-management/decrease-in-water-consumption-. 

Management and im-
plementation 

Reporting 
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Over the years, the company has carried out full assessments of the dependen-
cies and impacts. These exercises have been crucial to the continued operation 
of the company, given its 100-year operation horizon. 

As water is a very important input in beer production, much focus has been on 
water consumption. This has mainly been done by focusing on the wastewater 
treatment. At the brewery next to the Natura 2000 site, biological treatment has 
been introduced in recognition of the importance of not affecting the surround-
ing environment adversely. 

Almost all inputs are produced domestically, and the production process is fol-
lowed carefully in order to secure the right quality of the inputs and to make 
sure that the production process does not negatively affect the BES.  

The company strives to control the standard of the supply chain, which makes 
sense, as it has a limited number of inputs and most (90%) inputs are produced 
nationally. 

Plzensky Prazdroj is the only Czech brewery to have a degree of international 
certification, which clearly gives them a competitive advantage on the market 
though they do not yet systematically promote themselves for these activities 
believing that the Czech market is not yet mature. This together with the con-
siderable investment of CZK 66 millions (2,5 millions EUR) in sustainable de-
velopment has resulted in a high score on the competitive advantage. 

Based on these findings, the actions of Plzensky Prazdroj have been scored us-
ing the NVI scoreboard. The scoreboard gives Plzensky Prazdroj a relatively 
good score, though with an improvement potential in three of five components. 
The company scores highest within the components of Competitive advantage 
and Policy and Strategy. This is in accordance with the statements from the 
CIAA, which particularly emphasised consumer demand as a driver. 
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Figure 5-4 Results of NVI scoring of Plzensky Prazdroj 

 

5.3.2 Drivers and barriers 

Drivers to assess BES is an integrated part of the company's strategy, as ex-
pressed in the SAB Miller Group's ten sustainable development priorities and in 
the value statement: . 

"Having a supply chain that reflects our values" The latter seeks to ensure that 
all production inputs are produced on the basis of the same set of considera-
tions.  

The main driver for action is the freedom of operation. Through this, the com-
pany seeks to avoid excessive requirements and attention on the part of the au-
thorities. Furthermore, it is a way for the company to gain attraction in the mar-
ket by building an image of responsibility, especially near the breweries. So far, 
such initiatives have been dominated by social responsibility-type actions such 
as funding of sport events, baby swimming, promotion of responsible drinking 
and others, indicating a high level of corporate responsibility. 

No barriers to address BES were identified. 

5.4 Case study 2: Belberry  
The history of Belberry started in 1956, when Andre Vandererfven acquired a 
small grocery store (Epicerie fine) that had existed since the late 19th century in 
the West- Flemish city of Kortrijk. He started with the production of preserves 
for the local market using an ancient recipe. When his son Thierry Vanderer-
fven took over in 1990, he started with expanding the homemade production 
and exporting the preserves to countries all over Europe. 
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Belberry jams & marmalades are now sold in department stores, deli shops and 
gourmet stores all over the world. Belberry has different brands of which the 
Belberry Royal Marmalade is the major one.  

The turnover is about EUR 1 million a year. 60 per cent of the production are 
sold to the Belgium market, another 20 per cent to the rest of EU and the last 20 
per cent to markets in Japan, North America and Australia. The company has 
less than five full-time employees. The main products are marmalade (e.g. 
strawberry, other berries, citrus, etc), vinegar and syrups. 

The raw material is mostly locally produced, seasonal products (e.g. strawber-
ries, raspberries) while citrus and figs  are imported through wholesalers from 
among others southern Spain and Morocco. 

Belberry is in the more expensive end of the market, and its main differentiator 
is high-quality raw materials, home-made production style (as opposed to in-
dustrial production), maintaining taste and vitamins, ancient recipes and limited 
available through top market deli stores only.   

To this end, production methods are perceived to be more important to the final 
quality of the product than a sustainable production of the berries. 

5.4.1 BES-related actions in the company 

The following provides and assessment of the identified BES related actions 
within Belberry. These are presented below according to the five dimensions in 
the Ecosystem Service Benchmark elaborated by the NVI. 

Belberry does have traceability records available of all raw materials traced to 
country level of origin of raw materials. As a consequence a modest score has 
been allocated on governance to reflect that at least the foundation on which to 
build a more advanced traceability system is available.  

Belberry put high emphasis on optimal quality raw materials as e.g. berries and 
fruits.  

Since initiatives have been taken to investigate the feasibility of substitution 
towards organic raw materials as e.g. sugar and berries, although not imple-
mented, a modest score has been given. 

Since Belberry is addressing explicitly neither BES nor sustainable production, 
a zero score has been assigned to reporting  

As a consequence of the analysis above, Belberry per se is not building com-
petitive advantage on the basis of BES actions. 

Based on these findings, the actions of Belberry have been scored using the 
NVI scoreboard. The scoreboard gives Belberry a relatively low score, signifi-
cant with improvement potential in three of five components. The company 
scores highest within the component of Policy and Strategy and Governance. 
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Figure 5-5 Results of NVI scoring of Belberry 

 

5.4.2 Drivers and barriers 

The potential risk of loss of BES is not of concern to Belberry. The company 
has investigated the pros and cons of turning organic, but it was felt to be too 
expensive, an estimated 10-15 per cent rise in production costs. Organic sugar 
alone is about twice as expensive as non-organic sugar. The perceived trends of 
the markets for organic products to ease off also influenced the decision of not 
going organic for the moment. By conducting 'tests' of organic strawberries and 
other berries, it was concluded that the quality was different, e.g. colours were 
not as bright as non-organic berries.  

A small company like Belberry already faces a great amount of administrative 
tasks due to the traceability of its input material. For every batch of products 
leaving the production site, a 'follow-list' of all used ingredients and their route 
of origin has to be documented. Furthermore, other types of information are 
required according to the legislation related to production methods, etc.  

Belberry does not see any potential risk of shortage of raw material. Raw mate-
rial might become more expensive, but in that case all producers will be af-
fected.  

Potential requirements of 'sustainability' from retailers are not foreseen in the 
near future. All the talk about organic market growth and labelling  is found to 
be a lot of 'window dressing' and marketing from the big retailers.  

Although, BES risks are not perceived to constitute a risk as such, the main bar-
rier for a company like Belberry can be said to be a lack of awareness of the 
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potential BES risks. For instance, additional administration associated with i.e. 
extra traceability systems for documentation of sustainable sourcing if this is 
suddenly to be demanded from the wholesalers. Investments into certifications 
schemes would eventually be destructive for a small company like Belberry.  

A small company like Belberry is primarily concerned with protecting its small 
niche market. This involves being close to wholesalers and distributors, partici-
pating in national and international exhibitions to promote the company's prod-
uct range, negotiating with retailers for best deals, and trying to avoid place-
ment fees, etc. 

5.5 Case study 3: Nestlé 
Nestlé was founded in 1866 by Henri Nestlé and is today the world's leading 
nutrition, health and wellness company with its headquarters in Switzerland. 
Nestlé employs around 280,000 people, with a revenue accounting for nearly 
EUR 50 billion and with factories and operation in almost every country in the 
world. 

Nestlé is present in different markets from coffee, dairy, infant nutrition to pet 
food, and is often market leader with main brands such as: Nescafe, Nespresso, 
Perrier, S. Pelligrino, Nesquik, Nestea, Mövenpick, Maggi, Smarties, Kit Kat, 
Friskies, etc. 

According to Nestlé, they are committed to creating a shared value with the 
main focus areas concerning nutrition, water and environmental sustainability 
and rural development22. 

5.5.1 BES-related actions in the company 

The company has carried out several initiatives addressing BES. These are pre-
sented below according to the five dimensions in the Ecosystem Service 
Benchmark elaborated by the NVI including a scoring against each of the 5 
NVI components.  

Nestlé scores high on governance due to a high focus on responsibility, under-
taking of risk assessment of strategic supply chains, implementation of trace-
ability systems and engagement in roundtables and other pre-competitive initia-
tives to address BES issues and promote standards.  

Nestlé is in the process of conducting an LCA of all their main product lines. 
For some strategic commodities (like cacao, coffee and milk), between 10-20 
per cent of the products are certified as 'sustainable'. Since it is a time-
consuming process, it will take some years to complete all product lines. 

                                                   
22 'Creating a Shared Value is a fundamental part of Nestlé's way of doing business that 
focuses on specific areas of the Company's core business activities - namely water, nutrition 
and rural development - where value can best be created both for society and shareholders. 
(Nestlé). 
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The company has implemented Environmental Performance Indicators cover-
ing more than 450 manufacturing sites. In 2009 key performance indicators 
were extended also to include the use of raw material. No specific BES indica-
tors are yet included, mainly due to the difficulties in assigning a clear indicator 
to cover BES. 

Furthermore, Nestlé works closely with NGOs in assessing and addressing BES 
risks, e.g. the World Cocoa Foundation (WCF). 

Nestlé has also set strategic targets to minimise the impact and dependency on 
BES, such as implementing supplier conduct codes for commodities where di-
rect procurement is used, and putting measures in place to swift demand away 
from declining ecosystems by introducing sustainable sourcing. Targets, in 
terms of quantities and timing, are set at least for the most strategic commodi-
ties. 

Supporting measures such as education and training are in place to help farmers 
make farming sustainable. Since not all measures and initiatives are fully im-
plemented to cover all operations within the company, Nestlé has not scored 
top points for breadth and depth of implementation under 'management and im-
plementation'.  

Comprehensive Corporate Responsibility (CR) reports and sustainability re-
ports are published on the Nestlé homepage. According to themselves (ref: in-
terview) they are not that good yet in reporting of what they are actually doing 
for instance towards the end consumer. 

Nestlé has introduced several product lines based on sustainable sourcing, such 
as Nespresso and HagenDaz ice cream. Furthermore, other activities such as the 
Honey Bee research project, the Nestlé Cacao Plan and the 'Deforestation foot-
print' project (for details please see Appendix 4) indicate a high degree of CR 
and commitment. 

Based on these findings, the identified BES actions of Nestlé have been scored 
using the NVI scoreboard. The scoreboard gives Nestlé an overall high score, 
with the lowest scores on 'Reporting' and 'Governance'. 
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Figure 5-6 Results of NVI scoring of Nestlé 

 

5.6 Policy recommendations from the sector 
There are some built-in contradictions in policies, which in fact are counter-
productive, for instance, when subsidies are used for water wells. In many 
places, water is a free commodity, but there is a need to apply a proper pricing 
on natural resources. 

Forced sustainability reporting is likely to be part of the solution. Many compa-
nies already do this, but it is resource-demanding, and costumers do not read 
them, so many companies cannot see the added value. 

BES should be part of the sustainability concept, and there is a need for R&D 
to (1) identify the best indicators for BES, and (2) better understand the impor-
tance of BES and the interaction with sustainability. 

Consumer communication through labelling is a good approach and works for 
some areas. The problem with BES, however, is to find out what would be the 
best indicators and how to communicate biodiversity.  

There is a need for more knowledge of the best available technologies to en-
hance BES, such as water treatment facilities, fish ladders and growing prac-
tices. 

Sharing of information with respect to CR reporting, benchmarking of BES 
performance etc. is another potential focus ares. 
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6 The retail sector 
This section presents a general introduction to the retail sector followed by the 
outcome of the interview with the business association and by the case studies 
from the sector.  

The following companies:' Én Gry og Sif', a small Danish retail company offer-
ing clothes and handicrafts, and 'Delhaize', a grocery retailer based in Belgium 
were selected as representatives of the food production sector .  For the case 
studies, the findings will be presented according to the five elements of the 
Ecosystem Scoreboard elaborated by NVI.  

An interview was also carried out with Eurocommerce – the business organisa-
tion of the European retail industry.  

Finally, the sector drivers and barriers and policy recommendations are pre-
sented. 

6.1 Sector description  
There are around 6 millions retailers in the EU 27, of which 95 per cent are 
SMEs. A large part of the retailers consist of very small entities, e.g., family 
type entities running a small shop on the corner. 

The retail sector plays a unique role in the European economy, acting as the 
link between manufacturers and the 500 million consumers across Europe. The 
sector is rather labour-intensive and employs 31 million Europeans and gener-
ates 11 per cent of the EU’s GDP. One in three companies in Europe is active 
in the retail sector.  

The sector is often divided into food and non-food, where the non-food is eve-
rything from textiles, books, electrical goods, IT and furniture, to pharmaceuti-
cal goods and cars etc.  

The non-food part of the retail sector provides many different products to con-
sumers and consists of both very large and small players. In the large grocery 
stores, a number of non-food products have been included in the assortment 
such as books, electronics and textiles. In some countries, a substantial part of 
non-food products are sold through these retailers. For instance, in Great Brit-
ain, 8 per cent of all textiles are sold through large supermarkets chains.   The 
following analysis focuses on the food part of the retail sector. 

Structural  
characteristics  

Food and non-food 
retailers 
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There is a tendency of a growing concentration within the industry; the biggest 
players are getting bigger. Food manufacturers used to control retailers through 
strong brands and as a result enjoyed high margins. However, this has changed 
as multiple retailers have increased market shares and buying power, and as a 
consequence they now constitute the leading influence on the supply chain. 
Negotiating power favours supermarkets as it is easier for them to change sup-
pliers than for suppliers to find new retailers. For instance, among Tesco’s 
2,600 suppliers, the largest accounted for only 2.6 per cent of Tesco's combined 
purchases. (Defra 2006). 

There are concerns of such concentration as these major players can be seen as 
'gatekeepers' and possess decisive power of the range of products ending up in 
the stores. On the other hand, it is also argued that 'economies of scale' benefits 
the consumers by means of cheaper products due to increased competitive pres-
sures on supply chains, which has presented both opportunities and threats to 
individual suppliers. (Defra 2006). This concentration affects the competition in 
the sector hence what is considered as a competitive advantage 

Large retailers are well placed to manage the supply chain of both own-label 
and private-label goods. Own brands generally give better margins and also 
help to promote the overall image of the retailer. Own brand ranges have given 
retailers greater incentives to get more involved in product development (such 
as green products). This is, for instance, the strategy of Marks and Spencer 
(M&S) in promoting sustainable products (Defra 2006).  

The impact on and dependency of BES within the retail sector are briefly out-
lined in the table below.  

Figure 6-1  BES impacts and dependencies of the retail sector 

Retail 
IMPACT on BES DEPENDENCY of BES 

• Transportation/use of infrastructure 

• Waste 

• Energy consumption 

• Land use for storage and stores 

• Obviously, indirectly food and some 
non-food products such as timber 
products constitute a high level of 
BES dependency. However, this is in-
cluded under the Food Production 
Sector. 
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The main business risks of the retail sector are considered to be the ones listed 
in the table below. Please note that the list is not exhaustive 

Figure 6-2 Potential business risks in the retail sector related to ecosystems 

Risk category Retail sector business risks 

Operational risk Increase in energy cost, interruptions to infrastructure, e.g. 
transport, contamination of food supply systems, etc. 

Regulatory and legal 
risks 

Non-compliance with environmental requirements (e.g., waste 
management, emission from transport, emission of Ozone 
Depleting Substances from cooling),  

Reputational risks Unreliable environmental branding, insufficient external 
communication, reputational damage related to products sold, 
etc. 

Market and product risks Shift in consumer demands, product credibility scandals, 
change in regulation,  taxes on fuels and other parameters 
related to transport, etc.  

Purchase power of consumers 

Financial risk NA 

6.2 Perspective of the business association 
EuroCommerce 

EuroCommerce represents the retail, wholesale and international trade sectors 
in Europe including national associations representing specific commerce sec-
tors as well as individual companies.  

BES is absolutely of concern to the industry as such, firstly, since the market 
demands goes in that direction, and require and expect retailers to be responsi-
ble. Secondly, due to the increased risk of supply guarantee that eventually re-
sults in higher prices on end products. BES as a term, however, is not wide-
spreadly used within the industry, but is embedded into environmental foot-
print, sustainable sourcing, green supply chain, etc. 

The increased awareness and consumer demand for sustainable products is a 
main driver. Most large retailers are already taking actions also ahead of con-
sumers demand. The large retailers are all frontrunners in the sense that sus-
tainability including biodiversity concern is imbedded in corporate strategy. 

On the demand side there are differences across EU. Awareness for sustainabil-
ity, concerns for the environment are most widespread in the UK, Germany, 
and Scandinavia. 

The way companies brand themselves, however, also varies. For instance IKEA 
does not label individual products but tempt to brand the IKEA products as 
'green', the same is true for M&S. 
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It tends to be retailers who sell their own brands who are most proactive, e.g. 
IKEA, as they have more purchasing power against their sub suppliers. 

Marine Stewardship Council (MSC), Forest Stewardship Council (FSC), Rain-
forest alliance and to a certain degree Ecolabel (although national schemes of-
ten seem to work better) are all certification schemes well known by the con-
sumers and, therefore, important drivers for the retailers to promote. 

Timber and illegal felling of trees are of great concern for retailers, however, 
the problem is that there is not enough certified timber available. The same is 
true for organic products. The supply is simply not there yet, and that circum-
stance is one of the factors holding back implementation of fully 'sustainable 
supply chains'. 

Another problem is lack of communication of scientific evidence, for instance 
what is right and true concerning the issue of palm oil - it is often difficult for 
retailers to have the overall scientific knowledge to know what the best solution 
is. 

According to Eurocommerce biodiversity is definitely an up and coming issue 
potentially to hit consumer's attention. 

EuroCommerce promotes best practices on Corporate Responsibility (CR) re-
porting on a dedicated webpage23 as a service to its members. Last year the Re-
tailers’ Environmental Action Programme (REAP) was launched and this year 
the Retail Environmental Sustainability Code has been introduced. The Retail-
ers' Environmental Action Programme was introduced in response to the EU 
Action Plan on Sustainable Consumption and Production (SCP) and constitute 
a voluntary commitment of the retail sector to 'reducing the environmental 
footprint of the retail sector and its supply chain, promoting more sustainable 
products, and better informing consumers' (REAP/Eurocommerce, 2010).  
 

As part of the REAP programme, the Environmental Retail Sustainable Code 
was introduced also as a voluntary initiative: 

 

 

                                                   
23 http://www.csr-in-commerce.eu/. 
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6.3 Case study 4: Én Gry og Sif 
This company was identified as a frontrunner in the retail sector due to the en-
vironmental concerns incorporated into the production processes of the prod-
ucts. 

Én Gry og Sif24 is owned by two Danish women and the company produces 
wool and cotton handicrafts from Nepal and Sri Lanka made of purely natural 
materials. The art and craft products are mainly meant for Christmas and 
Easter, décor for children's rooms and accessories for women.   

The company has three employees in Denmark. Production facilities are located 
in Sri Lanka and in Nepal. The company does not own the production facilities, 
but have made agreements with local producers to place orders on a regular ba-
sis for a certain amount. In the local facilities, the company takes up 90 per cent 
of the capacity. 500 full-time employees are involved in the production. 

The work force is 90 per cent women and the company focuses on the care for 
the people through better working and living conditions and the protection of 
the environment. All products are FAIRTRADE and handmade in 100 per cent 
wool or cotton with great care for the environment, underlined by the member-
ships of the World Fair Trade Organisation and the UN Global Compact. 

The company has no physical outlets but offer Internet sales.  The company is 
moreover represented at fairs where shop owners and wholesale dealers place 
their orders.  

6.3.1 BES related actions in the company 

Although Corporate Responsibility efforts of the company are dominated by 
targeting social conditions, environmental responsibility is likewise an embed-
ded feature of the company's strategy. These BES related actions are presented 
below according to the five dimensions in the Ecosystem Service Benchmark 
elaborated by NVI.  

                                                   
24 Data on this company were extracted from the home page on 23 November 2009: 
http://www.engryogsif.dk/. 
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No mapping of BES dependencies and impacts with related risks have been 
done by En Gry et Sif, as they had not been thinking about it in that way, but as 
they sought it was a good idea to do so, it could indicate that a small company 
like Én Gry og Sif are simply not aware of the value of both the undertaking 
and the reporting of BES risk management. As a result a low score has been 
assigned to 'governance' due to lack of evaluation of the supply base and related 
risks undertaken and unknown geographic risks in relation to BES, which is 
mainly due to the fact that the resources for the production input are not scarce.  

Each year, Én Gry og Sif has taken a new initiative towards improving envi-
ronmental conditions or working conditions. The last two years, the target has 
been participating in Global Compact and in Fair Trade which involves an ob-
ligation to submit a yearly report to the two organisations to document fulfil-
ment of target and requirements. 

In the production, all suppliers use officially certified eco-friendly dyes, and the 
techniques applied in the factories mean that environmentally friendly soaps 
can be used in the felting processes. Furthermore, all waste goods can be recy-
cled and reused in the production processes. 

As a result maximum scores had been assigned to 'Policy & Strategy' due to the 
UN Global Compact which represents a consistent framework for driving im-
provement and managing risk and opportunity and setting internationally ac-
knowledged standards. Furthermore, there are clear standards for and require-
ments to the quality of the production input by using labelled products. 
 
No capacity programmes have been identified but due to a small management 
group there is only a short way from management to implementation. A limited 
number of production input is used, hence only limited effect on supplier chain, 
though the company put emphasis on purchasing environmentally certified 
products. There is no information available indicating that initiatives are taken 
to improve steps in the supply chain. As a consequence a medium score has 
been obtained in this category. 
 

Some quantitative targets have been set though the official memberships and 
progress is defined against set targets in reports submitted twice a year to 
Global Compact and Fair Trade. There is no information suggesting systematic 
gathering of data from the different production sites or steps in the supply 
chain. A low score is therefore obtained due to lack of internal reporting to 
track improved understanding and management of BES in the supply chain. 
 
Maximum scores have been given on the competitive advantage due to being a 
member of the World Fair Trade Organisation and the UN Global Compact in-
cluding a range of sustainability concerns also focused at BES. The product 
lines are closely linked to environmental friendly production such as eco-soaps 
and dyes used, and the reuse of all waste in production processes. Én Gry og Sif 
strategically promotes their products as environmentally sound. 
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The results of the testing of the NVI framework are presented in the graph be-
low indicating that Én Gry og Sif scores high in competitive advantage and pol-
icy and strategy components, leaving room for improvement in the remaining 
components. These results reflect that the company is successfully addressing 
value creation and ensuring sustainable supply within the company, as well as 
policy and strategy framework and set standards are embedded into the corpo-
rate strategy. 

Figure 6-3 Results of NVI scoring of Én Gry og Sif 

 

6.3.2 Drivers and barriers 

The main driver for the owners of Én Gry og Sif is to 'improve the world' while 
working with something that interests them and at the same to be able to make 
a living out of it.  

It all began with a Danida25-financed project, and the company has now existed 
for eight years. Each year, a new target of social or environmental responsibil-
ity is defined. The target end consumer is a person who wants to buy a nice 
product that is sustainable, even though the price is a bit higher than for similar 
products. A key driver is thus presenting 'politically correct' features of the 
product and company to stimulate demand rather than competing on price. 

Production inputs are wool, water, soap and dyes. These production factors are 
not scarce, and the company has therefore not had special focus on dependency 
issues. Hence, the company does not see  a great need to take actions to mini-
mise BES-related risks. 

                                                   
25 Danida is the Danish foreign development fond. 
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The fact that the company is rather concerned about environmental perform-
ance and are actively using this to build brand value indicates that the main bar-
rier is likely to be lack of awareness of BES as a concept or that the term is not 
well understood by the company owners.  

6.4 Case Study 5: Delhaize 
Delhaize Group is a Belgian international food retailer with activities in seven 
countries on three continents and a yearly turnover of EUR19 billions, of which 
70 per cent is generated in the US, 23 per cent in Belgium, 7 per cent in Greece 
and the rest from around the world. Delhaize Group is listed on Euronext Brus-
sels and the New York Stock Exchange. 

6.4.1 BES-related actions in the company 

Delhaize has initiated a number of BES related actions, which are presented 
below according to the five dimensions in the Ecosystem Service Benchmark 
elaborated by NVI, including a scoring against each of the 5 NVI components.  

Sustainable policies are an integrated part of the overall business strategy of 
Delhaize and a dedicated CR and sustainability team exists within the com-
pany. 

 

A full scale mapping of environmental impact of all their products has not yet 
been done, only on some strategic product groups such as seafood. Only their 
BIO brand traceability systems are in place and it would be relatively easy to 
extend the BIO brand traceability system to encompass other product groups as 
well. It should be recognised that a retailer is faced with millions of ingredients 
for which traceability and data collection systems will be required, hence the 
cost of implementation is considerable. That is also why the 'business case' has 
to prove itself first. 

Hence, Delhaize obtains second high-
est score on 'Governance' mainly due 
to the fact that not all product catego-
ries have been fully mapped accord-
ing to environmental impact. Accord-
ing to Delhaize it is a very costly and 
time-consuming process to undertake 
risk assessment across all the product 

categories covered in a supermarket or to demand all suppliers to provide the 
necessary information. However, initiatives are underway (ref: GlobalCap).  

Delhaize's Corporate Responsibility strategy is built on three pillars: Products, 
People and Planet. This is illustrated in the figure below. 

Governance 

Policy and strategy 
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Figure 6-4 Corporate Responsibility strategy of Delhaize 

Source: http://www.delhaizegroup.com/. 

In each of these five focus areas, as shown in the figure above, measurable 
goals are set in order to monitor performance and report transparency to stake-
holders.  

Of the focus areas indicated in the figure above, 'climate change' (focus on en-
ergy consumption) and in particular 'responsible sourcing', which includes the 
following actions and strategic goals, are of relevance for the current study: 

 

(Source: http://www.delhaizegroup.com/) 

The supplier code of conduct, however, are not that clear on the environmental 
responsibilities or requirement, as referred to as 'respect for the environment'. 
The following example, however, indicates that at least some level of actions is 
taking place: 
 As clear action plans and targets are defined, Delhaize scores high on 'Policy 
and strategy'. Furthermore, as far as organic products are concerned, standards 
and traceability systems are implemented. 

http://www.delhaizegroup.com/
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An example of a concrete action taken by Delhaize to minimize BES-related 
risks is to be able to offer seafood from sustainable sources only by 201226. In 
Belgium, Delhaize has started to offer a new sustainably farmed freshwater fish 
called “Claresse”. Harvested in environmentally friendly ponds, which use little 
energy and recycle 90 per cent of their water, the white-fleshed fish is bred 
without the use of hormones or genetically modified fish feed and is given sig-
nificant space to swim. It offers an unusually rich source of nutrients, including 
almost as much omega-3 fatty acid as salmon. Delhaize Belgium supports nu-
merous other sustainable fishing initiatives. As well as selling Marine Steward-
ship Council (MSC) – certified fish in its stores, the company sources its Ice-
landic seafood from suppliers that use small boats and preferably angle with 
lines, rather than nets.27 

Local sourcing also represents an action area, where local operating companies 
(e.g. branches of Delhaize)  are encouraged to give prominence to local prod-
ucts, for instance: 

 

 

  

Source: Delhaize Corporate Responsibility report 2009 

Awareness rising through direct campaigns towards their customers (customer 
communication) is an activity highly prioritised. Delhaize is a market leader in 
the high end of the market. 

Delhaize publishes yearly corporate responsibility reports as well as sustain-
ability reports. 

Delhaize has several fully integrated sustainable product lines, e.g. their BIO 
brand. Moreover, it is Delhaize’s clear strategy to sustain future supply and to 
communicate to its customers that Delhaize is the best place to buy groceries, if 
one is concerned with the environment.  

The focus on sustainability initiatives such as responsible sourcing is important 
for creating shareholder value. 

                                                   
26 in partnership with the World Wide Fund for Nature (WWF). 
 
27 (Source: Katrien Verbeke CSR Manager Delhaize, April 14th, 2010). 
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Branding is important to Delhaize which has a large amount of private brands 
representing an important growth area. For many of these brands, the 'green' 
image is of particular importance.  .  

The figure below shows the score of Delhaize according to the NVI scoreboard. 

Figure 6-5 Result of NVI scoring of Delhaize 

 

6.4.2 Drivers and barriers 

 
The drivers identified by Delhaize in addressing BES-related risks are: 

• Food safety in terms of securing future supply 

• Brand protection 

• NGO pressure, e.g. for Palm Oil, and ultimately to strengthen corporate 
image and create shareholder value. 

 
Delhaize has a large amount of own brands accounting for around 50 per cent 
of total turnover and includes the very successful bio label (organic food). 
Brand protection is therefore very important for the company. 

The BIO brand across the Delhaize Group's  markets are the fastest growing 
segment (2 digits growth rates), where in particular the Greek and the Roma-
nian market experience very high growth for organic food products. 30 per cent 
of all organic food sold in Belgium is through Delhaize stores. 
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The long term goal is to be able to base all product offerings on 100 per cent 
sustainable sourcing, however, there are a number of barriers to overcome, as 
listed below. 

The main barriers for further uptake of products made from sustainable sourc-
ing can, according to Delhaize, be summarised as follows: 

• The costs and efforts to set up internal traceability systems, data collection 
systems for ingredients of individual products, and education of in-house 
buyers are high.  As a consequence, Delhaize are taking baby steps and re-
gard it as a long term process. 

• Price is an issue. For example organic products are currently 10-15 per 
cent more expensive than 'standard products', however, this gap could be 
brought down as economies of scale are to be achieved at larger production 
volumes. 

• Lack of regulation on the food producers to implement certain sustainabil-
ity standards would make a huge difference, but an individual retailer can  
only provide little pressure upstream. 

• Lack of standards for 'sustainability' of food products. It exists for organic 
food at the EU level, the same is needed for food from sustainable sources, 
in particular as 70 per cent of the food consumed in the EU are produced in 
EU countries. 

• Lack of supply of organic and/or food from sustainable sourcing 

The financial business case for further investments is by Delhaize currently 
made on a case to case basis. With a coherent EU strategy that combines for 
instance customer awareness campaigns (through demand-pull instruments) 
with policies that would stimulate the supply of food from sustainable sources 
(supply-push instruments) are likely to be factors that could boost the business 
case. 

6.5 Policy recommendations from the sector 
The sector highlighted a number of recommendations to policy makers in order 
to further stimulate BES actions from business: 

The use of labelling to inform consumers to what extent the product, they are 
buying, are adequately taking BES into account. However, as also mentioned 
by the industry, there is a lack of clear BES indicators. As adequate indicators 
can be identified, the next challenge is to make a labelling scheme a success.  
The energy labelling of household appliances is a success story, and lessons 
should be learnt from this scheme and considered in order to drive companies 
to prioritise BES in their decision making. Ingredients: a simple labelling 
scheme (addressing energy consumption), industry commitment, government 
public awareness campaigns and support from incentive schemes at national 

Barriers 

Labelling 
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level. Some companies are against EU-wide labelling, as they regard their own 
label as differentiator for their business.  

The EU should support the development of general standards for sustainable 
sourcing, sustainable products, etc. As it is now, different companies put for-
ward their own standards, which is positive but it has the potential problem that 
it confuses the consumer and might result in inconsistencies.  

Ideally, internalisation of external costs would be the best way forward to en-
sure correct pricing of natural resources or ecosystem services. However, that 
seems to be a rather theoretical and difficult approach. Research could though 
be initiated to find possible solutions for the initialisation of these costs. The 
TEBB study is likely to provide some guidance on this issue. 

Investing in public awareness combined with clear schemes might work, but it 
is much more complex than energy efficiency (e.g., energy labelling of house-
hold appliances).  On the other hand, recent years focus on climate change is-
sues has succeeded in a rising awareness on our use of environmental re-
sources, energy efficiency etc. One way could be to employ media to inform 
consumers and generate awareness associated with water consumption, sustain-
able food production, local sourcing, seasonable supply, food waste behaviour, 
etc. to complement what retailers are already doing through their own channels.  

Sustainability reporting for large companies should be compulsory. For smaller 
companies, mandatory reporting may constitute an unreasonable economic bur-
den. 

The companies state that they incur many problems with fiscal instruments, 
e.g., VAT differentiation as regards how to define a 'green product'?  

The liability issue is important, but producers rather than retailers should carry 
the burden of liability (again, due to the cost of traceability). 

Whatever policy measures to be implemented: Keep it proportional in the sense 
that small companies are often discriminated compared to very large retailers. 
Costs of traceability schemes and product liability are proportionally much 
higher for the small entities. 

Assist small companies in how to incorporate BES through workshops, consul-
tancy assistance on applying for labels, setting up networks and training, ex-
change of best practices, etc. Getting started on the right track encourages com-
panies to keep on improving behaviour. Once companies are motivated, they 
will see the advantages. 

Provide financial support to companies wishing to obtain certification for sus-
tainable sourcing. 
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7 Tourism 

7.1 Sector description  
The tourism market is rather fragmented throughout the supply chain, with nu-
merous small as well as major players, in particular within the tour operator 
segment. The actors can roughly be grouped into tourist resorts, tour operators 
and travel agencies. Nowadays, however, travel agencies are mainly Internet-
based, and often customers will book leisure travels directly from the tour op-
erators or even directly at resort level. 

 

Tourist resorts include hotels, holiday homes, camping sites, skiing resorts and 
others. In Europe, the Mediterranean Sea, the Alps and other coastal areas con-
stitute the most popular tourist sites. 

In the Mediterranean region, the number of tourists has risen fivefold since 
1970 to an annual number of 228 million visitors in 200228.  The Alps receive 
80 million tourists29 every year. 

Many of the impacts caused by this sector are linked to the construction of gen-
eral infrastructure such as roads and airports, and of tourism facilities, including 
resorts, hotels, restaurants, shops, golf courses and marinas. The negative im-
pacts of tourism development can gradually destroy the environmental re-
sources on which it depends. So the impacts on BES occur both in the construc-
tion phase and in the operational phase.  

On the other hand, due to the existence of tourism in a given area, it also cre-
ates incentives to local governments and resort owners to preserve the envi-
ronment and ecosystem services as part of maintaining the tourist attractions, 

                                                   
28 http://ec.europa.eu/environment/nature/info/pubs/docs/biogeos/Mediterranean.pdf. 
29 http://www.panda.org/what_we_do/where_we_work/alps/news/?uNewsID=64940. 

Structural character-
istics 
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clean beaches and preserving attractive nature sites, which in turn might have a 
positive impact on the environmental protection. Sustainable tourism therefore 
is becoming an issue, e.g. if tourism is over consuming environmental features, 
it might backfire and the demand for tourism might  decline. Some types of 
tourism, such as ecotourism, directly offer courses for its guests to raise the 
awareness of environmental values. Tourism can also serve as a tool to finance 
the protection of natural areas, e.g. through ecotourism projects, and thereby 
increase their economic importance.  

The impact on and dependency of ecosystem services within the tourism sector 
are briefly summarised below: 

TOURISM 
IMPACT on BES DEPENDENCY on BES 

• Landscape transformation 

• Coastal erosion 

• Excessive water consumption 

• Waste and pollution 

• Destruction of natural habitants and wild-
life areas  

• Soil compaction 

• Changes in local vegetation 

• Use of artificial snow 

• Conservation and establishment of 
reserves (positive impact) 

• Nature, nice scenery 

• Clean water and beaches 

• Water 

• Snow 

• Safety against avalanches, land 
slides, forest fires, and other hazards 

• Coast, dunes 

 

The main business risks of the tourism sector are considered to be (not exhaus-
tive): 

Figure 7-1 Potential business risks in the tourism sector related to ecosystems 

Risk category Tourism sector business risks 

Operational risks cost increase of raw materials and transportation, etc. 

Regulatory and 
legal risks 

Non-compliance with regulatory requirements, 

Reputational 
risks 

Delayed focus on environmentally friendly tourism, reputational damage, 
poor response to third party complaints (either customer, NGO or local 
community complaints), etc. 

Market and 
product risks 

Significant shift in the costumers' preferences, taxes on transport, regu-
latory changes, negative public opinion caused by e.g. NGO-led de-
bates, etc. 

Depletion of nature (in cases where part of the tourist attraction depends 
on the condition of the environment), droughts, climate change, earth-
quake and other natural disasters. 

Financial risk NA 

BES impact and  
dependencies at 
sector level 

Business risks 



Study on how businesses take into account their risks related to biodiversity and ecosystem services: state of play and way forward 

C:\Documents and Settings\bgha\Desktop\COWI\Biodiversity\Final report 17 Sept\BES&Business_Final report_Sept2010.docx 

75 

.  

7.2 Presentation of business cases 
The following case studies in the tourist sector are: 

• Club Med to represent a large tour operator owning a large number of 
resorts around the world. 

• Skallerup Klit to represent a single tourist resort with a 'green' profile. 

7.3 Case study 6: Club Med 
Club Med is a very big travel agency with more than 80 resorts all over the 
world. Each resort offers a number of activities, often in a so-called "all-
inclusive" holiday concept. The holiday package includes lodging, food, use of 
facilities, sports activities and games so that guests do not necessarily have to 
leave the resort. Club Med does not participate in any knowledge-sharing fo-
rum with competitors in France, as it does not want to share any knowledge as 
they are ahead of the competitors. 

7.3.1 BES-related actions of Club Med 

The company has carried out several initiatives addressing BES. These are pre-
sented below according to the five dimensions in the Ecosystem Service 
Benchmark elaborated by the NVI. 

Every time a new resort is built, all dependencies and impacts towards BES are 
mapped and the solutions that cause less impact on BES are prefered. Accord-
ing to Club Med, most initiatives pay off in the long run and preserving BES is 
not a matter of money to the company. One example of this is a wastewater 
treatment plant in a resort where a biological plant with special plants in differ-
ent reservoirs was chosen. This solution was initially more costly, but in the 
long run, the operating costs were much lower. The wastewater treatment plant 
is also used actively to inspire and educate visitors. This practical example has 
led to a number of these installations being constructed in other companies in 
different parts of the world as a result of staff visiting a Club Med resort.  

At the corporate level, Club Med employs one person whose responsibility is to 
focus on the natural areas of the resorts and their sustainable management. Key 
issues are e.g. finding the best way to preserve tropical forests or the best 
method for water treatment.  

Club Med has a comprehensive strategy and policy for sustainable development 
and protection of the environment. 

There are clear standards for and requirements to the environmental perform-
ance, including biodiversity indicators for the Club Med resorts. 

The concern for BES is directly managed and monitored throughout the resorts 
owned and managed by Club Med. The following indicators are used and re-
ported on a yearly basis. 

Introduction of Club 
Med 

Governance 

Policy & Strategy 

Management & imple-
mentation 
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Source: Club Med homepage30  

The Club Med policy for green area managements includes: 

• Selection of appropriate plant species (mainly local and non-invasive). 

• Contribution to the replanting of endemic species. 

• Elimination of preventative pesticide treatments and purely curative 
treatment in serious situations. 

• Elimination of chemical fertilizers giving priority instead to organic 
materials. 

• Ban on herbicides giving priority instead to thermal treatment in 
Europe or manual weeding in countries where manpower is more 
available. 

• Reduction of plant waste through shredding and recycling waste. 

• Incorporation of leaves into plant beds and development of mulching , 
organic material, water saving by limiting evaporation and limiting 
weed. 

• Elimination of plastic bags by loading directly onto tractors. 
 

The green area management plan is part of the broader guidelines called 'Envi-
ronmental Construction and Management of Villages' which also address en-
ergy, waste and water management issues. Furthermore, Club Med has a policy 
to use locally produced products as far as possible and engage in close coopera-
tion with the producers in order to obtain a high product standard including en-
vironmental concerns. 

The company submits a yearly Corporate Responsibility (CR) report and a re-
port on how to protect the environment. 

Furthermore, Club Med spends considerable effort on education and aware-
ness-raising of the clients in the resorts by means of posters, signposted walks, 
activities for children and information in rooms on environmental issues. 

                                                   
30 http://www.clubmed-corporate.com/wp-content/uploads/2010/01/Enviro-ENG.pdf. 

Reporting 
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Club Med receives a medium score as it seems that the focus is on BES, but 
without being directly used in the branding strategy. 

For all production inputs, it is mentioned that initiatives are taken to secure the 
supply as production is very dependent on the quality of inputs. 

The combined NVI scoring of Club Med in illustrated below. 

The scoring is high on 'policy and strategy' as well as 'management and imple-
mentation' while scoring lower on 'competitive advantage' as the value creation 
is not directly used to build a brand value (at least for now). 

Figure 7-2 NVI of Club Med 

 

Club Med has a long history of considering BES. As it is part of the corporate 
culture, it is not driven particularly from the top management, but from all lev-
els in the company with the CSR group probably being the leading driving 
force. 

Club Med sells 'quality holidays'. Hence, the target segment of Club Med travel 
services are well-off customers that first of all buy Club Med holidays for its 
quality as such and not necessarily for its green image. On the other hand, cus-
tomers do not want to be associated with a bad image; wherefore they take it 
for granted that quality embraces everything that otherwise could be a problem, 
e.g. lack of responsibility. Consequently, the driver is rather to ensure that Club 
Med has the freedom to operate and continuously be able to attract well-off 
customers. 

Although Club Med appears to be rather advanced in their BES risk manage-
ment, the representatives of Club Med participating in the interview felt that the 
sustainability strategy was still not completed mainstreamed into the corporate 
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strategy of the Club Med Group. BES initiatives within the company are very 
much driven by individual 'idealists' although they have managed to 'sell' the 
overall concept to the top management.   

For many of the Club Med resorts, operations and management are often out-
sourced to external suppliers. Despite the "green area management guidelines" 
it is often difficult to check compliance and to convince the local suppliers to 
follow the environmental management practices. The local governments of re-
sort countries often need a lot of convincing before they agree to rely on alter-
native solutions, such as the wastewater treatment plant mentioned above. 

7.4 Case study 7: Skallerup Klit  

7.4.1 Introducing Skallerup Klit 

This case belongs to the tourism sector and was selected due to its position as a 
frontrunner when it comes to environmental concerns. Skallerup Klit is the first 
tourist resort in Denmark offering CO2 neutral holidays

31.  

Skallerup Klit Holiday Centre is situated in northern Denmark on the coast of 
the North Sea in the middle of a nature reserve. It is a modern holiday resort 
offering 262 bungalows spread out on 119 hectares of dune area. The resort fur-
thermore offers a tropical water resort with a 360 m2 basin, roman baths, sport 
facilities, activities and playground for children along with restaurants and su-
permarkets. 

The focus of the company is on energy efficiency and renewable energy 
sources. Skallerup Klit wishes to be known to guests and the outside world as 
an energy-conscious and environmentally aware enterprise that works to ensure 
that its operations entail the least possible energy consumption, and that these 
are conducted in a manner that does not negatively affect the guests' experi-
ences or needs. 

Skallerup Klit is the first holiday centre in Denmark to earn the Danish Energy 
Authority's blue seal of approval for exemplary use of energy resources. A wa-
ter park uses tremendous amounts of energy, but by earning the Energy Author-
ity's blue seal of approval, Skallerup Klit underlines that the resort monitors and 
controls the energy use, i.e. they know what they use the energy for, and why. 
The holiday resort furthermore follows the guidelines of the international stan-
dard ISO14064-1. 

During the last couple of years, the holiday resort has applied for permission to 
establish a 2 MW wind turbine, which has so far been rejected. This would al-
low for 100 per cent self-sufficiency of energy produced by renewable energy 

                                                   
31 All data on the holiday resort were extracted from Skallerup Klit's homepage on 24 No-
vember 2009: http://www.skallerup.dk/. 
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sources. The Managing Director of Skallerup Klit expresses confidence that the 
permission will be granted in the near future. 

The holiday resort is a non-profit resort, meaning that profits are used for im-
provement and renewal work in the resort, however, it is still to be regarded as 
an operational company with running costs and income. 

7.4.2 BES-related actions of the company 

The company has carried out several initiatives addressing BES. These are pre-
sented below according to the five dimensions in the Ecosystem Service 
Benchmark elaborated by the NVI. 

The overall strategy of the resort is to be CO2 neutral. The company has clear 
defined roles and responsibilities concerning environmental issues from energy 
effectiveness to environmental protection. Risk assessment has been done for 
the main operations of the resort, e.g. the CO2 efficiency of the buildings and 
infrastructure as well as the landscape surrounding the resort. 

The environmental policy of the resort is clearly defined and reported, as it is a 
part of the branding of the resort. The fact that Skallerup Klit was the first tour-
ist resort in Denmark to offer CO2-neutral holidays is an indication of the strate-
gic commitment.  

The resort has a very clear strategy for the protection of the biodiversity sur-
rounding the resort. Soil is never imported from other locations, but only 
moved around on the area of the resort. Sand dunes have been constructed be-
tween the houses, and afforestation has been done to protect the area from 
strong winds from the sea.  

Sand dunes are very sensitive and walking paths (covered with stone dust to 
avoid asphalt) have been established to prevent visitors from walking all over 
the area. The status of the sand dunes is monitored on a regular basis, and pre-
ventive action is taken whenever needed. 

The landscaping of the resort is very important to the resort and therefore the 
dunes have been constructed instead of fences. All the plants planted on the re-
sort are of local species and, if possible, they come from another spot of the 
resort.  

Each year, DKK 10-15 million (1.5-2 million euro) are spent on new invest-
ments related to BES.  

Attempts have been made to provide water directly from the sea to the indoor 
water complex. This, however, turned out to be very difficult, as the pumps 
were too fragile and did not last long. It was also very difficult to control the 
quality of the water according to the legislative requirements. 

Governance 
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Management and im-
plementation 
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There is focus on awareness-raising of visitors. Courses are held, posters are 
displayed, and the resort has its own farm where environmentally friendly 
farming is practised. 

Vegetables and fruit are also grown on the farm to avoid the impact of transpor-
tation. The resort does not reap savings as a direct consequence of these activi-
ties, but it is part of the environmentally friendly concept. 

Another example of good environmental practice is that since there are drinking 
water drillings in the resort area, pesticides and fertilizers are not used. 

Skallerup Klit publishes their climate and environmental policy on their web-
page32. but do not make CR reporting nor environmental sustainability report-
ing. Hence, a relative low score is obtained on 'reporting'. 

The brand value is embedded in the overall business concept of Skallerup Klit. 
A maximum score is gained due to the resort's systematic effort to brand their 
concept compared to other resorts. 

The figure below provides the combined results of the NVI score of Skallerup 
Klit. They score highest on 'competitive advantage' and less on the other 4 
components due to the lack of formalisation of governance, reporting and man-
agement and implementation. 

Figure7-3  NVI for Skallerup Klit 

 

7.4.3 Results of the interview with Skallerup Klit 

The resort has decided to wait a while before including questions about BES in 
their customer satisfaction questionnaire, because it has the impression that 

                                                   
32 http://www.skallerup.dk/. 
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consumers are not yet ready for that sort of questions. The resort wants to be 
more certain of a positive result first. 

The resort has experienced that insurances have become cheaper due to their  
energy and environmental efforts, confirming the information obtained from 
the interview with the insurance companies that lower risk exposure results in 
lower premiums (see section 9.1.3). 

Although constantly looking for new technological solutions to improve envi-
ronmental performance, the technological solutions are not always mature. The 
idea of using seawater for the indoor pool is a good example of this, where the 
conclusion was that it was too difficult and costly to use sea water, and the re-
sort returned to using fresh water from the water supply. 

Financing further actions is a general barrier, as the resort does not want to bor-
row money for large investments. Due to its non-profit status, however, any 
profit from its operations is reinvested into new environmental projects.  

Although consumers' awareness of 'green' holidays is on the increase, it is still 
to be regarded as barrier for further demand of this type of holiday. 

7.5 Policy recommendations of sector 
We recommend to support training activities for employees. Knowledge among 
employees is crucial if companies wish to ensure a successful outcome of sus-
tainability initiatives.  

Club Med supports the concept of labels and finds them very easy to use. It is 
important to limit the number of labels and avoid repetitious changes to labels. 
Labels should, however, at all times encourage companies to become increas-
ingly ambitious by a gradual tightening of requirements. Skallerup Klit, on the 
other hand, has tried using the A-label scheme for hotels, but the label has a 
number of requirements that do not match the resort concept. 

It is very helpful for companies when norms and standards are formulated. It 
gives companies an opportunity to compare their performance with other, simi-
lar companies. This kind of benchmark system could be driven by the EU, but 
also by NGOs. 

Today, there is a lack of focus on providing green corridors for the flora and 
fauna to preserve BES. According to Club Med Tourist resorts could play a role 
as part of wider green corridors and could act as a driver to encourage focus on 
investing in such green corridors through collaboration with local governments, 
by means of joint projects, incentive schemes, etc.  

Information-sharing is always beneficial and can be of great inspiration. It can 
take place at conferences or in smaller forums. 

 

Barriers to further 
addressing BES  

Training and  
communication 

Labels 

Norms and standards 

Green corridors  

Conferences/sharing of 
information 
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8 Biotechnology sector 

8.1 Sector description 
The OECD33 defines biotechnology as consisting of the following techniques: 

 
 
The biotechnology industry is highly research-intensive and dominated by 
SMEs. Although the biotech industry in itself is not large, its inventions are 
used in other industries, both in terms of novel products and improved produc-
tion methods. The application of biotechnologies is picked up and often further 
commercialised by much larger industrial sectors such as pharmaceutical, agri-
cultural, chemical, plastic, pulp and paper, textile and other industries. Hence, it 
has been estimated that around 15 per cent of all industrial manufacturing sub-
sectors (excluding pharmaceuticals) use biotechnology in their processes, e.g., 
food processing, detergents and textile finishing , (DG Enterprises, 2007). In 
agricultural primary production and food production, biotech is estimated to 
account for 13%-23% of the sector's turnover, mainly from food enzymes, vet-
erinary products, feed additives, and diagnostics.  

                                                   
33http://www.oecd.org/document/42/0,3343,en_2649_34537_1933994_1_1_1_37437,00.ht
ml. 
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Figure 8-1 The biotech industry value chain 

 
 

Thus, biotechnology is a very important part of the chain of research, develop-
ment and innovation activities, which generate novel products or production 
processes used in many industrial sectors. (DG Enterprise, 2007).  

The biotech sector uses significant amounts of crops as input to the production 
process. The production of crops requires a vast area of land.  

For enzyme production, microorganisms from for instance soil are used, how-
ever, once the DNA is identified, a new compound is produced in the labora-
tory.  

The impact on and dependency of BES within the biotechnology sector are 
briefly outlined in the table below. It should be noted that the list is not exhaus-
tive 

Figure 8-2  BES impacts and dependencies for the biotech sector 

BIOTECHNOLOGY 
IMPACT on BES DEPENDENCY on BES 

• Risk of negative effects of the use of 
GMO products 

• Small environmental impacts during the 
production of biotech products due to 
rather clean manufacturing processes 

• Biotech products as e.g. enzymes con-
tribute to positive environmental impacts 
in other sectors and reduce the need for 
chemicals, water and energy 

• Availability of arable land for the pro-
duction of crops 

• Microorganisms from soil, sea water, 
etc 

 
 
The main business risks of the biotechnology industry are considered to be (not 
exhaustive): 

Impact and dependen-
cies at sector level 

Business risks 
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Figure 8-3 Potential business risks in the biotechnology sector related to ecosystems 

Risk category Biotechnology business risks 

Operational risk Poor raw material quality, increase in auxiliary costs (water, 
energy, waste disposal, emission control, wastewater 
treatment, etc.), poor product quality, non-compliance on GMO 
releases or animal testing, etc. 

Regulatory and legal 
risks 

Regulatory changes regarding chemicals and substances, 
public debate on GMO, public attention to severe animal 
testing cases, etc. 

Reputational risks Inadequate management of stakeholder relations, delayed 
focus on sustainable/eco-friendly products, etc. 

Market and product risks Depletion of species caused by the depletion of rain forests, 
climate change, etc. 

Financial risks NA 

 

8.2 Introduction to selected case study 
To represent the biotechnology sector, the study only managed to get engaged 
with the Danish-based company Novozymes. For reasons explained in Chapter 
3, the study experienced reluctance in particular from the biotech, pharmaceuti-
cal and chemical industry to participate, and only Novozymes agreed to partici-
pate in the current study of the biotech sector. In addition, also a brief interview 
was conducted with the DIB (Deutschen Industrievereinigund Biotechnologie). 

8.3 Case study 8: Novozymes 
Novozymes is a Danish owned company with more than 700 products used in 
130 countries. Enzymes are the basis of the Novozymes's business and their 
enzymes are used in a range of products such as food, textiles and washing 
powder. Novozymes is a world leader in bio-innovations. Together with cus-
tomers across a broad array of industries, they create bio-solutions, which both 
improve the customers' business through more efficient use of resources.. 

Novozymes produces production within the following product types: 

• Biologicals are medicinal preparations made from living organisms and 
their products, including serums, vaccines, antigens, antitoxins, etc. 

• Biopharma is a subset of pharmaceuticals, but is manufactured using bio-
technology, involving the use of live organisms. 

• Enzymes are mainly proteins that catalyze or enhance chemical reactions.  
 

 

Novozymes have over 5,000 employees working in research, production and 
sales around the world. Novozymes has, among others, obtained the following 
certificates: ISO 9001 and ISO1400. 

http://www.novozymes.com/en/MainStructure/Biologicals/
http://www.novozymes.com/en/MainStructure/Biopharma/
http://www.novozymes.com/en/MainStructure/Enzymes/
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8.3.1 BES-related actions in the company 

The company has carried out several initiatives addressing BES. These are pre-
sented below according to the five dimensions in the Ecosystem Service 
Benchmark elaborated by the NVI. 

Novozymes has set up a sustainable development Board, and clear responsibili-
ties are therefore assigned within the company. 

LCA (Life cycle analysis) has been systematically used at Novozymes since 
2005, and the results are playing an increasing role in managing product devel-
opment and marketing of the comany's products. A number of these LCA stud-
ies are available on the Novozymes website34  
 

Novozymes engages with external partners for specific projects. The following 
partnership with WWF addresses CO2 emissions. 

 

 

Novozymes is a member of the World Business Council for Sustainable Devel-
opment (WBCSD) in the biotechnology sector where among others standards 
are defined. Hence, there are clear standards for and requirements to the quality 
of the production. 

A comprehensive strategy and policy are presented in the Annual Reports. 

Tools and mechanisms are in place to drive improvements in some part of the 
supply chain, but no information is available indicating that initiatives are taken 
to improve steps in the supply chain. 

Internal and external audits are made, and the company participates in the UN 
Compact. 

Quantitative targets for environmental performance have been set, but relevant 
information is not always to be found publicly. 

Since 1993, Novozymes has reported on environmental indicators covering all 
production facilities and products.  

                                                   
34 
http://www.novozymes.com/en/MainStructure/Sustainability/Sustainable+solutions/Publica
tions.htm 

Governance 

Policy and strategy 

Management and im-
plementation 

Reporting 
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The company submits a yearly report, including a CSR report, which is revised 
by PWC. 

Novozymes's commitment to sustainability is at the cornerstone of it branding: 
as expressed in the following value statement: 'In Novozymes, the overall theme 
of our commitment to sustainability development is integration. We strive to 
integrate sustainability into all aspects of the business, ranging from our mind-
set and organisational set-up to our daily actions'. 

Novozymes is a member of the World Business Council for Sustainable Devel-
opment (WBCSD) in the biotechnology sector, whose  members are the most 
advanced biotech companies. The board meets a number of times every year to 
exchange experiences, knowledge and to agree on standards (norms). An ex-
ample of a standard discussed and agreed on is the scope and implementation of 
a LCA. Novozymes uses this forum, as there is no other relevant active busi-
ness association. There is a tradition in the sector of sharing information on 
CSR activities.  

The results of the testing of the NVI framework are presented in the graph be-
low.   

Figure 8-1 Benchmarking results for Novozymes 

 

 
A very positive feature of Novozymes's approach is its management and im-
plementation of sustainability and CSR strategies. A Sustainability Develop-
ment Board (SDB) has been set up, the members being the Business Unit Vice 
Presidents. The composition of the SDB is considered a major strength for im-
plementing new initiatives. Another strength concerns the fact that LCA docu-
mentation is available for all product lines and that the documentation is acces-
sible on the company's homepage. 
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8.3.2 Results of interview with Novozymes  

At the bottom-line, Novozymes believes that it pays off to be proactive also 
when it comes to addressing environmental sustainability. Novozymes takes a 
very long-term approach to business and believes that its image should be 
nursed carefully to achieve goodwill on the market. This is also expressed by 
the importance ascribed by Novozymes to achieving a good rating in e.g. the 
Dow Jones Sustainability Indexes. It is very crucial to Novozymes to be best in 
class. 

During the interview, the importance of trend spotting was mentioned several 
times. This is necessary if a company wishes to be the best in class. 

Due to its long history on reporting on environmental indicators, corporate re-
sponsibility is an important driver for the company. 

The mapping of all dependencies and impacts is done in the context of the LCA 
carried out for all product lines. So far, however, Novozymes's focus has 
mainly been on climate/energy use and water/wastewater, as these two in-
puts/aspects are by far the two major ones in their production process, and it is 
likely that savings in these areas can lead to increased profit.  

As was mentioned during the interview, the framework for including BES as a 
focus area is in place, but so far there has been no incentive to do so. A second 
issue raised was that the concept of BES has not yet been defined exactly in the 
context of industrial operation. As soon as BES are expressed as part of the 
quantitative requirements to production, it will become far more approachable 
for industries. 

Drivers for addressing 
BES risks 

Barriers hindering 
further BES action 
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9 Financial sector 
The financial sector has been chosen as subject for case studies due to the as-
sumption that the financial sector through its funding commitment has an in-
direct though significant impact on whether BES is considered by businesses or 
in connection with design and implementation of various projects. 

Due to the fact that the financial sector is characterised by a relatively low di-
rect environmental impact the case studies included in this sections have not 
been subject to the NVI screening. 

9.1 Introduction to the financial sector 
The financial sector is characterized by a minimal direct impact and depend-
ency on BES, but the sector has a significant role in terms of indirectly impact-
ing businesses' behaviour with regard to BES. 

Significant initiatives have been taken within the financial sector with regard to 
BES and other sustainability aspects (the UN's Finance Initiative, the NVI, etc).  

The main driver for this is that the sector expects that natural value aspects will 
be increasingly internalised and thereby in the future be reflected in the price 
setting of assets, loan premiums, the requirement for co-financing and the lev-
erage of loan. 

The financial sector can be summarised to comprise the following sub-sectors: 

• commercial banking (conventional private banking) 

• investors and fund managers (investment companies and companies manag-
ing third party funds) 

• insurance (conventional private sector insurance companies) 

• credit risk ranking agencies (independent agencies ranking investment ob-
jects (companies) regarding the business performance of the objects). 

9.1.1 Commercial banking 

The commercial banking is characterised by few very large multinational bank 
corporations and a very large portion of small and medium-sized national 
banks. The large banks have to a large extent signed up to or must adhere to 
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various global schemes for banking practice, including the Equator Principles 
(sustainable development) and the Basel II Convention (transparency), which 
prescribe certain practices. The small banks are largely obliged to follow more 
national schemes, which vary from country to country. 

The commercial site of the banking, i.e. the part not directed at private citizens, 
can in short be described as various loan leverage packages (e.g. how much 
loan a single industry can obtain to run the business) on the one hand, and ex-
port project financing on the other hand.  

The developments in relation to BES is very much driven by the major Euro-
pean (and US) banks, whereas the vast majority of small and medium-sized 
banks are currently not part of the agenda. 

The day-to-day situation for businesses, however, is that the interference from 
banks on businesses' work as regards BES is very limited. 

9.1.2 Investors and fund managers 

Over the past decades the part of the financial sector comprising investors and 
fund managers has grown considerably in volume and impact. Within this part 
of the sector the various funds including the pension schemes, private funds, 
corporate funds, etc are managed by a wide range of fund managers such as 
private equity firms, venture capital firms and others. 

An important actor within this part of the financial sector is the European Ven-
ture Capital & Private Equity Association (EVCA), which also has national 
bodies. Within this framework code of conducts, lobbying, sector developments 
and many other issues are discussed to set the industry standard. Sustainable 
development, clean-tech and many other aspects are dealt with within the asso-
ciation to place the investors and fund managers in an attractive position in the 
future. 

It is important for the investors to focus on sustainability issues as they are 
heavily dependent on co-financing via leveraged loan packages from the com-
mercial banks. Often the co-financers set forth requirements on environment 
due to their practices associated with the Equator Principles. 

Some of the investors - like the national Export Credit Agencies - have signed 
up to the Equator Principles, whereas most of the private equity firms apply 
standard environmental due diligence assessment practices (i.e. focus on envi-
ronmental liability and compliance, but not necessarily BES). 

9.1.3 Insurance companies 

According to five European insurance companies (Axa, Munich RE, TopDan-
mark, Codan and PFA) providing a CSR strategy does not motivate lower pre-
miums on insurance. Premiums are calculated on the basis of risks and com-
pany record. Lower risk equates to lower premiums. The best way for a busi-
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ness to lower its premiums is to reduce its risk. Safety programs, controls, 
alarm systems, fire escapes, disaster minimization procedures, employee educa-
tion and training are all ways to control risk and premium. They are all things 
which are tangible and measurable. Thus a history of responsibility and ac-
countability in relation to the insurance sector only becomes relevant if it has 
resulted in fewer claim advice, or is perceived by the insurance companies as a 
source of risk minimization. Thus having a CSR strategy does not necessarily 
give rise to better insurance conditions, but a successful CSR strategy minimiz-
ing risks could have an influence in the long run.  

Some of the insurance companies (e.g. Aviva plc from the UK, which is one of 
the largest insurance groups in the world) are engaging themselves in various 
environmentally-friendly projects (i.e. investing in carbon offset projects) as 
part of their engagement in e.g. the global climate change campaign. The insur-
ance companies have a direct interest in promoting carbon reduction projects, 
as the climate change is expected to have a potential impact on the insurance 
pay-outs in the years to come. Such initiatives are considered to have a positive 
impact on BES in general. However, specific BES related initiatives are seldom 
seen from the insurance industry. 

9.1.4 Credit risk-ranking agencies 

A very active actor within the finance sector seems to be credit risk-ranking 
agencies. The massive request for information from the credit risk-rating agen-
cies is very much driving the need for generating data and information on busi-
ness. 

Based on COWI's experience working with both commercial banks and pub-
lic/semi-public banks, it is our understanding that the banks that are driving part 
of the BES agenda is understood to be mainly the public/semi-public banks 
such as the European Bank for Reconstruction & Development, various na-
tional programs for Industrialization Funds, etc. It is likely that commercial 
banks are more focused on strict compliance with national regulations. 

9.2 Introduction to the selected case studies 
As mentioned above the financial sector was chosen for the case studies due to 
the potentially massive impact that the financial sector can have on ensuring 
that BES are taken into consideration on a large scale for business development 
and project funded within Europe. In the selection of case studies within the 
financial sector we have tried to select financial institutions that are committed 
to the sector's sustainability codes 'The Equator Principles' and are strongly in-
volved in project financing where assessments are applied similar to those of 
the investment community (i.e. due diligence processes in one way or the other) 
in order to cover the areas of commercial banking and investors. Secondly, the 
insurance industry was of interest as this was perceived as a separate angle of 
the financial sector, which through its business has the potential to impact the 
other sectors' inclusion of BES. 
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Thus, we have chosen the following companies as representatives of the finan-
cial sector: The European Bank for Reconstruction & Development (EBRD), 
The European Investment Bank (EIB) and the insurance group Aviva plc., in-
cluding their investor arm Aviva Investors. 

9.3 Case study 9: EBRD 
The European Bank for Reconstruction & Development (EBRD) is an interna-
tional financial institution that supports projects in 29 countries from central 
Europe to central Asia. Investing primarily in private sector clients whose 
needs cannot be fully met by the market, the EBRD promotes entrepreneurship 
and fosters transition towards open and democratic market economies. 

The conventional bank operations are linked to project finance within infra-
structure (e.g. water supply or wastewater treatment) or private businesses 
within the approx. 60 countries. In connection with every financial engagement 
the EBRD requires that an environmental & social due diligence assessment 
(ESDDA) be performed. The EBRD has its own protocol, which, however, is 
relatively closely linked with the World Bank/IFC protocols. Co-financing is 
only accepted from semi-governmental or private commercial banks that sub-
scribe to the Equator Principles. 

The EBRD is the largest single investor in the region and also mobilises sig-
nificant foreign direct investment into its countries of operation. The Bank in-
vests mainly in private enterprises, usually together with commercial partners. 
It provides project financing for the financial sector and the real economy, both 
new ventures and investments in existing companies. It also works with pub-
licly-owned companies to support privatisation, restructuring of state-owned 
firms and improvement of municipal services. 

Owned by 61 countries and two intergovernmental institutions, the EBRD 
maintains a close political dialogue with governments, authorities and represen-
tatives of civil society to promote its goals. In all its operations the EBRD 
claims to follow the highest standards of corporate governance and sustainable 
development. As a public institution the EBRD is committed to a rigorous pub-
lic information policy. 

The typical project finance case is a combination of an EBRD loan (approx. 
35%) together with: 

• Foreign sponsor equity (approx. 25%) 

• Local sponsor equity (approx. 15%) 

• Other lenders (approx. 10%, e.g. the World Bank, national export credit 
agencies or bilateral donor financing) 

http://www.ebrd.com/country/index.htm
http://www.ebrd.com/about/structure/govern.htm
http://www.ebrd.com/pubs/insti/pip.htm
http://www.ebrd.com/pubs/insti/pip.htm
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• A syndicated loan35 (approx. 15%) 

This finance structure provides EBRD with an excellent position to promote 
BES towards the project stakeholders and the local sponsors such as local 
banks as EBRD and the other lenders (e.g. World Bank or national credit agen-
cies), who are often also Equator Principle signees.  

In May 2008 the Governors of the EBRD approved a work plan for the so-
called Shareholder Special Fund (SSF), which allows for establishing funds 
ear-marked for promoting sustainability. That means that today it is possible for 
the EBRD to establish funds designated to promote specific sustainability sub-
jects such as actions related to Biodiversity and Ecosystem Services (BES). 
According to Alistair Clark, the Corporate Director for Environment & Sus-
tainability, such funds only been established on a few occasions as the demand 
is considered very limited. 

The SSF is part of the framework of sustainability initiative of the EBRD, 
which includes the following environmentally related issues: 

• Preparing for and adapting to climate change 

• Promoting the sustainable management of water resources 

• Fostering the sustainable use of agriculture and forest resources 

• Supporting best practices on environment and sustainability within the pri-
vate sector 

• Facilitating better environmental and social regulation and enforcement. 

The focus areas of i) Fostering the sustainable use of agriculture and forest re-
sources, and ii) Supporting best practices on environment and sustainability 
within the private sector that relate specifically to BES. The sustainability ini-
tiative has resulted in a number of specific projects funded by the EBRD. A 
recent project was funded through the TACIS36 program promoting biodiver-
sity-related business development in the Eurasian steppe zone. The project 
comprised the provision of targeted technical assistance to selected micro pro-
jects and SMEs that are willing to work towards creating or improving pro-
biodiversity businesses in the Eurasian steppes. 

Another project funded via the SSF under the EBRD focused on encouraging 
sustainable forest management in the Carpathian Mountains by helping to im-
plement Forestry Stewardship Council (FSC) certification requirements in the 
15 forest enterprises in the Ivano-Frankivsk oblast (region) in Ukraine. 

                                                   
35 A loan offered by a group of lenders (called a syndicate) who work together to provide 
funds for a single borrower. 
36  The full title of the program is 'Technical Aid to the Commonwealth of Independent 
States' (inclusive of Mongolia), which was established by the European Commission 
(EC) in 1991 
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The general sustainability profile of the EBRD is considered fairly good and 
very much in line with the state-of-the-art within the financial community. The 
EBRD has in recent years expanded the focus of its due diligence process to 
include social aspects in favour of extending the environmental aspects subject 
to due diligence assessment. Nevertheless, in line with the general policy de-
velopments, biodiversity has been given a more explicit attention. This is re-
flected in the governance principles, policies and management practices within 
the bank as for example stated in the 2008 Sustainability Report on the major 
changes to reflect recent developments in the change of 'Greater clarity on so-
cial issues and biodiversity' (EBRD Sustainability Report 2008, p. 42). 

There is little evidence, however, that ecosystem services as such are given 
specific focus. Only to the extent that environmental impacts are in focus, eco-
systems are included in the due diligence assessment by the EBRD. 

The EBRD considers the main drivers for taking BES into account to be: 

• EU policies which are significant drivers, as the EBRD is obliged to pro-
mote EU policy initiatives 

• The level of detail of BES assessment aspects promoted through other fi-
nancial institutions such as the World Bank through their guidance docu-
ments 

• The financial sector's state-of-the-art environmental management standards, 
e.g. Equator Principles, Exhibit II, item f) on biodiversity and minimizing 
impacts on sensitive ecosystems. 

The EBRD considers the main barriers to be: 

• The business proposition for the EBRD to establish separate funds for BES 
is not clearly understood within EBRD. Many of the other bankers have 
never heard of BES and have difficulties in seeing the relevance for the 
EBRD, i.e. some parts of the EBRD organisation do not consider it feasible 
to establish separate BES funds. This is supported by the fact that only 
0.06% of the total funds allocated for Technical Co-operation Funding were 
allocated to biodiversity in 200837.  

• The EBRD considers the definitions of BES difficult to translate into site 
specific requirements and thus difficult to make tangible in a world (fi-
nance) that is very much driven by tangibility. This, is considered a major 
barrier for the investment managers to promote the need for separate BES 
funds 

• According to the EBRD there are little site-specific requirements related to 
BES, which makes it difficult to incorporate these into the environmental & 
social due diligence assessments performed prior to new engagements. 

• EBRD has incorporated Biodiversity into the sustainability policy and ad-
ministrative routines, but does not recognize a need for incorporating eco-
system services at an equal level as it is in general understood to be covered 

                                                   
37  EBRD Sustainability Report 2009, p. 13. 
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by existing environmental aspects (water, air, threatened ecosystems, etc.) 
Hence, biodiversity is fairly high on the agenda, whereas ecosystem ser-
vices are a fairly untouched territory at present. 

The following policy recommendations can be extracted from the discussion 
with the EBRD: 

• Promote the development of regulatory schemes within EU that includes 
site-specific BES requirements for installations/operations in terms of what 
is the exact (e.g. biodiversity) requirement that the individual site need to 
comply with, i.e. requirements at a level known from e.g. emissions to the 
atmosphere, the pH level in wastewater discharged to the public sewer, etc. 

• Develop information campaigns in order to clarify what is understood by 
BES. 

• Introduce tax schemes that promote developing BES-promoting business 
models e.g. clean tech solutions concentrating phosphorous from sanitary 
wastewater to meet the globally declining resources of phosphorous, which 
is essential to among others growing crops. In order to have the adequate at-
tention to such business development areas, the EBRD considers it neces-
sary for the EU and other cross-national institutions to set the agenda for 
this in order for the finance sector to follow-up with establishing bespoke 
funds. Thus, it is assumed that such an initiative will require that BES busi-
ness models be promoted on a larger scale by the EU, e.g. incorporated into 
various policies. 

9.4 Case Study 10: EIB  
The European Investment Bank (the EIB or the bank) is an international finan-
cial institution and is the long-term financing body of the EU to promote EU 
policies. The increasing prominence given to environmental and social consid-
erations within the EU and throughout the other regions of operation of the 
bank is reflected in its priority-lending objectives as well as in the regular re-
view and revision of its environmental and social requirements and operational 
practices. 

The EIB aims to add value by enhancing the environmental and social sustain-
ability of all projects that it is financing and all such projects must comply with 
the environmental and social requirements of the bank. In particular, climate 
change, biodiversity and ecosystem services are integrated into the lending 
policies and practices of the bank. The EIB has a clear and well integrated envi-
ronmental (and social) management profile of the project finance operations. 
The principles are made publicly available via the EIB website and are ex-
pressed in the so-called 'The EIB Statement of Environmental & Social Princi-
ples and Standards', most recently updated in 2009 (originally published in 
1996). It is clearly expressed that a main objective is to promote considerations 
towards biodiversity and ecosystems services (item 3 under Background in the 
document 'The EIB Statement of Environmental & Social Principles and Stan-
dards'). 

Policy recommenda-
tions 
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Eight of the 82 principles in the Environmental & Social Principles and Stan-
dards are related to Biodiversity. Principle 70 reads: For all Projects financed 
by the EIB, the promoter must demonstrate that a range of alternatives and 
their impacts on biodiversity has been analyzed. The promoter is also required 
to apply the mitigation hierarchy, i.e. to take appropriate measures to avoid, 
minimize or rehabilitate/mitigate impacts that may damage biological diversity. 
Where residual adverse impacts on biodiversity remain, the promoter may pro-
pose biodiversity offsets, where appropriate.38  
 

In order to make the principles and standards operational EIB has developed a 
set of operational procedures to be applied in connection with the project fi-
nancing. The project financing cycle comprises four steps: i) Applying for loan, 
ii) appraisal of application, iii) procurement and iv) monitoring. EIB has devel-
oped an 'environmental & social practices handbook'39 stipulating how EIB en-
sures that the environmental (& social) principles and standards are incorpo-
rated into the operational procedures. The most important step in this connec-
tion is the appraisal step, which consist of a pre-appraisal or an appraisal step 
depending on the type of application. 

As an example guidance is given on how to address BES at the Pre-Appraisal 
or Appraisal stage: the location/issue-based risk checklist40 focuses on whether 
'… the project involves conversion or degradation of critical natural habitats - 
OR does the project impact on an area of critical natural habitat - OR does it 
involve the significant conversion of natural habitat?'. There are no considera-
tions on the dependency of ecosystem services, which may be considered a 
somewhat limited definition of ecosystem services compared to the definition 
applied in the context of this study. 

Nevertheless, it is worth emphasising that the EIB has thoroughly put BES on 
the agenda. The bank pursues different approaches to include BES in the crite-
ria for project financing and should be considered a good example to follow for 
others in the financial sector. 

The ability of the bank to contribute positively in these respects is an important 
element of the non-financial value added that it brings to the projects it is fi-
nancing. 

The EIB financing activities are closely linked with the bank's 2008 Corporate 
Operational Plan (the COP, which is the bank's 3-years' action plan). A target 
of the COP is that the bank aims at allocating a significant proportion of the 
total lending to environmental protection and sustainable communities meaning 
that a project shall include a significant contribution to the Priority Areas and 
Thematic Strategies of EU Sixth Environment Action Program (EAP), and/or 

                                                   
38  EIB Environmental & Social Principles and Standards (2009), p. 21. 
39  EIB Environmental & social practices handbook (version 2 of 24 Feb 2010) 
40  Location refers to whether the project location is within EU, accession countries or in 
'the rest of the world' where as topics refer to environmental aspects such as water, air, 
etc. 
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fulfil the objectives of EU Urban and Public Health Strategies, including the 
Leipzig Charter on Sustainable European Cities.  

For a project to qualify against these targets, an EIB-financed project should 
promote one or more of the following EU Policy objectives: 

• Provide an appropriate response to the threat of climate change, through 
either climate change mitigation or adaption-related investments, including 
support for projects in the fields of energy efficiency, renewable energy, 
cleaner energy and carbon sequestration. 

• Contribute to sustainable natural resource management, including the pro-
tection and improvement of water, air, and soil, waste management, and 
protection and enhancement of biodiversity and ecosystem functioning. 

• Improve the quality of urban life, including the promotion of sustainable 
communities. 

• Safeguard human health through enhancing the natural and built environ-
ment. 

The EIB is considered non-typical for the finance sector in the sense that the 
bank has a specific objective by means of promoting EU policies. Although the 
bank is non-typical, it remains a very significant player in the European finan-
cial project finance market and is also considered to some extent to set the 
agenda for project financing due to the fact that a number of private commer-
cial banks (i.e. the Export Financing arm of some of the larger European com-
mercial banks such as Deutsche Bank, NORDEA, Royal Bank of Scotland, 
SEB and others) rely on the EIB to provide co-financing on specific develop-
ment projects. As is the case for the EBRD, the EIB expects that financial insti-
tutions co-financing the EIB projects are subscribing to the Equator Principles. 

The EIB has no projects that are designated for BES, but a number of projects 
(e.g. massive wind farm projects) take BES into consideration. A significant 
portion of the EIB's funding goes to SME loan packages that are administered 
by some of the large commercial banks (e.g. Rabobank and Santander Bank). It 
is an implicit requirement of these packages that the principles and standards of 
the EIB are adhered to. 

Furthermore, EIB has played a significant role in various events and funded or 
contributed to a number of publications related to biodiversity in connection 
with UN announced 2010 as International Year for Biodiversity. As an example 
EIB participated in a number of events41 under the so-called Green Week con-
ference (presented under the slogan: Biodiversity - Our Lifeline) in Brussels in 
June 2010.  

The main drivers for addressing BES are given based on the funding availabil-
ity, currently as explaining above BES is not explicitly considered. Therefore: 

                                                   
41  EIB participated as speakers in the events 'Pricing the Earth' and 'Green Infrastructure'. 

Drivers 
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• If a separate line of funds was established related to support BES-related 
projects and businesses the business proposition would be clearer allowing 
BES concerns to move up on the agenda of EIB investment managers. This 
would require a definition of how addressing BES can be integrated into the 
bank's operational processes and procedures.  

• If EU defines initiatives (programs including funding, regulatory, etc.) 
would result in a more focused attempt of the finance sector to address 
BES.  

 
The EIB considers the main barriers for addressing BES to be: 

• Lack of clear definition of BES relative to site specific conditions. 

• Currently, BES is mainly considered an issue for sensitive ecosystems and 
expressed in terms of reduced biodiversity, and not in a general context 

• Many of the partners of co-operation (co-financing parties and other project 
stakeholders) have difficulties in understanding and addressing BES due to 
limited knowledge and consensus on this issue. 

• To really look thoroughly into BES is potentially a massive cost due to the 
many uncertainties related to the subject and they are thus likely not to be 
given adequate focus during the appraisals. Therefore, often a more conven-
tional appraisal in terms of compliance with permit requirements is per-
formed. 

• Climate change has taken all the agenda and is more political correct to ad-
dress than ecosystem services (not yet on the political agenda to compete 
with climate change) 

 
The following policy recommendations can be extracted from the discussion 
with the EIB: 

• Guidance on how to address ecosystem services in the context of site-
specific assessments. 

• Co-ordination of policy initiatives with other investment bodies such 
as the World Bank, European Commission Cohesion Funds to stream-
line what is needed regarding assessment of BES within e.g. infrastruc-
ture projects.  

• Tax regimes that favour BES business models would most certainly 
support the BES agenda. 

9.4.1 Case study 11: Aviva Investors 

Aviva Investors is part of the Aviva plc (the 5th largest insurance group in the 
world), which comprises the three business areas: 

• Insurance programs 

• Savings & Investments 

Barriers 

Policy recommenda-
tions 
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• Pension & Retirement programs. 

Aviva Investors (in the following referred to as Aviva) is part of the Savings 
and Investment business arm of Aviva plc. 

Through its Corporate Responsibility (CR) policy and program, Aviva is com-
mitted to doing business responsibly meaning that attention is paid to the im-
pact that their business has on the people they deal with, the environment in 
which they operate and society as a whole. 

Aviva has adapted standard practices for screening environmental information 
about the companies (targets) they invest in on behalf of their clients. The 
screening of environmental information is performed in order to assess whether 
the targets comply with a set of defined minimum standard for disclosing envi-
ronmental information and whether the target reports to comply with applicable 
environmental regulation. The screening procedures for assessing whether 
Aviva wants to proceed with placing an investment mainly include screening of 
standard publicly available information combined with generic sector informa-
tion. Only in very rare occasions, more in-depth analyses are made prior to 
placing investments. Therefore, it is questionable whether BES aspects are 
thoroughly assessed in the environmental screening process performed by 
Aviva, unless such information is fully disclosed at the website of the target 
company. 

However, the aspect of including biodiversity into the screening is a concern 
for Aviva. The concern relate to the fact that Aviva considers it fairly acknowl-
edged internationally that the current finance models are weak on internalisa-
tion of future environmental impacts - such as impact on biodiversity. There-
fore, Aviva is one of the main pilot case participants of the program Natural 
Value Initiative (NVI)42. Through the NVI work Aviva has contributed signifi-
cantly to bring BES on the agenda within the finance sector, including present-
ing the background, considerations, etc. for the company to emphasise the need 
for including BES in business operations. 

Drivers The main drivers for addressing BES are considered by Aviva to be: 

• The international acknowledgement of the need to factoring in the 
long-term financial impacts of lack of raw materials, depletion of natu-
ral resources, lesser space for the populations, etc is continuously 
growing. 

• The increasing incorporation of CSR-like policies with industrial and 
financial corporations supports the need for Aviva to incorporate envi-
ronmental considerations into its services (although the market push 
cannot be considered massive). 

                                                   
42  The Natural Value Initiative (NVI) is a collaboration between international environ-
mental NGO Fauna & Flora International (FFI), the United Nations Environment 
Programme Finance Initiative (UNEP FI), and Brazilian business school FGV 
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Barriers The main barriers for addressing BES are considered by Aviva to be: 

• The regulatory requirements are not yet developed sufficiently at na-
tional level to become a fixed due diligence assessment parameter in 
the pre-investment screening. 

• There are no regional agreement (e.g. Europe-wide) on how to assess 
and evaluate the financial impact of many of the issues related to eco-
system services and biodiversity (i.e. no industry standard imple-
mented at national level). 

• Aviva's assessments are related to specific sites (properties with a de-
fined set of boundaries in many different countries) and Aviva finds it 
difficult to translate biodiversity and ecosystem services to a value 
proposition for a portfolio of sites in many countries with different 
types of regulation and at different stages in implementing environ-
mental directives (e.g. companies with site operations in many differ-
ent countries and often spread over several continents). 

Policy recommendations The following policy recommendations can be extracted from the discussion 
with Aviva: 

• It will be considered a positive contribution if EU provides guidance 
on how BES shall be assessed in order for financial institutions to 
compare multi-country investment prospects in connection with poten-
tial transactions (mergers & acquisitions, lending, etc.) 

• Financial instruments matching the need for making BES-related busi-
ness development attractive which could include initiatives such as tax 
exemptions and subsidies during start-up. 

9.4.2 Summary of conclusion and recommendation for the 
finance sector 

Based on the above case studies for the finance sector it can be concluded that 
BES is on the agenda of many financial institutions. Notably due to The Equa-
tor Principles and UN Finance Initiative many financial institutions have incor-
porated BES into their policies.  However, it appears that the finance institu-
tions find it difficult to incorporate BES into pragmatic and operational prac-
tices in connection with assessing BES risks. That is understood to be because  
companies are responsible for meeting the permit requirements and not manag-
ing BES in a local area. The aspects on valuing focus on supply chain from a 
BES point of view does at present not form part of the standard assessments 
performed by the financial institutions. 

Based on the fact that the financial sector is involved in a wide range of busi-
ness development and project realisation this sector seems to be a good channel 
for bringing BES on the agenda for businesses. Hence, it is considered feasible 
to pay attention to how this sector can implement BES further into the opera-
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tional stage and thereby secure that BES is taken into account in connection to 
the project implementation and the continued development of European busi-
nesses. Likewise it appears that BES is mainly assessed in terms of impacts and 
only to a limited degree in terms of BES dependencies. 
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10 Overall findings and conclusions 

10.1 What the study has done and achieved 
The current study has included a number of tasks to shed light on how busi-
nesses perceive the risks arising due to the degradation of BES and what strate-
gies they implement in order to confront their BES-related risks. 

Based on a literature review and in collaboration with DG ENV, a number of 
industrial sectors as well as companies and relevant industry associations were 
selected for further in-depth analysis. 

The following sectors were selected:  

• Food production sector – because of its high dependency and impacts 
on BES 

• Retail sector – because it is the main link to the consumers 

• Tourism sector – because of its high dependency and impacts on BES  

• Biotech sector – because of its perceived dependency on BES 

• Financial sector – because this sector may have direct impact on the up-
take of companies to address BES risks due to increased importance on 
sustainability reporting as an input to evaluate company performance 

Across these sectors a total of 11 in-depth case studies were conducted in the 
period from January to April 2010 supplemented by 6 interviews with industry 
associations representing all of the sectors selected for in-depth analysis plus 
pulp&paper industry association (CEPI) and the pharmaceutical industry asso-
ciation (EFPIA). The outcome of these interviews is included in Appendices 6 
and 7. 

The NVI tool was used as preparation for the case studies and proved very use-
ful in providing an overview of the depth and the scope of BES activities within 
each company. 

The analyses resulted in separate sector conclusions as well as a more general 
overview of all the sectors. The main findings across sectors are as follow: 

Case studies 

NVI benchmarking tool 

General findings 
across sectors 
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� Large corporations are the most visible frontrunners to address BES  

� Frontrunners are characterised by having longer time perspectives  

� SMEs in general lag behind, mainly due to lack of resources, lack of influ-
ence (against sub-suppliers) and lack of awareness 

� Industry associations play an important part as link between policy makers 
and companies. They also play an important role in communicating best 
practices, in setting up voluntary schemes such as the Environmental Retail 
Sustainable Code. 

� Biodiversity is a difficult concept to 'sell', as it is too diffuse, difficult to de-
fine, etc - and furthermore, it must be "broken down" into manage-
able/measurable pieces to become a language people and businesses will 
understand.  

� The sustainability 'concept' on the other hand appears to be the concept eve-
ryone can relate to, and although biodiversity and ecosystem services are not 
always directly addressed any initiatives that respect environmental sustain-
ability will indirectly have a positive impact on BES 

10.2 Type of BES actions at industry and company 
level 

Both from the screening exercise, literature review and the case studies a num-
ber of concrete BES actions were identified at industry association level as well 
as at company level.  

10.2.1 BES actions at industry level 

Industry associations, such as CIAA, CEPI, and Eurocommerce are initiating a 
number of BES actions to benefit their members. Such actions include: 

• Promotion of best practices through publications and communication 

• Lobbying toward policy makers 

• Roundtable initiatives 

• Defining and promoting voluntary codes of conduct 

10.2.2 BES actions at company level 

In the case studies we used the NVI framework to report the type of BES ac-
tions implemented by companies in response to operational, regulatory and re-
putational risks. The following summarises the main actions being imple-
mented by companies to address operational risks, reputational risks and market 
and product risks. 
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For most of the companies investigated during the case studies operational risks 
are seen as a matter of securing future supply and to secure the freedom to op-
erate. Securing future supply obviously transforms into different types of meas-
ures depending on the kind of business you are in and where in the supply chain 
you are operating.  

For a food production company, such as Nestle or a brewery such as Plensky 
Prazdroj securing future supply means having access to food ingredients such 
as milk, cacao, coffee beans, clean water, barley, corn, wheat, etc. also in the 
long run - this increasingly is being translated into 'securing supply in a sustain-
able' way. Implementation of  'responsible sourcing principles' (Plensky 
Prazdroj) and 'Supplier codes' specifying sustainable farming practices (Nes-
tle) is examples of such measures being implemented by large food and drink 
production companies. As food increasingly is becoming a scarce resource due 
to increased demand combined with competition for land, securing future sup-
ply is becoming even more important. For a company operating in the tourist 
industry, securing future supply means conserving the nature to ensure continu-
ously attraction of the tourists also in the distant future. For a specific resort 
owner the local dimension of nature conservation therefore is important, while 
for a tour operator one could argue that as long as there are new 'virgin' places 
to promote for tourist purposes, you need not worry about nature conservation. 
Club Med does seem to worry and their 'green management plan for resort 
management' is good example of that. Likewise, Skallerup Klit's environmental 
policy also aims at preserving the surrounding nature of the resort by clear poli-
cies and management practices. 

For the retail industry addressing operational risks translates into supplying sus-
tainable products through 'own green labels', certified products, eco labels, etc 
and to an increasing degree by promoting local sourcing. 

Nestle takes an any even longer term perspective while investing in R&D Cen-
ters to promote sustainable growing practices of cacao and to fund the Honey 
Bee pollination project. 

Securing long run freedom to operate is turned into activities concerned with 
corporate responsibility. LCA (life cycle assessment) has become a widespread 
tool used across all the industrial sectors studied to document the environmental 
flows to and from the environment of a given product. Results of LCAs con-
ducted are often published and many companies also set targets for when they 
expect to have completed LCAs of certain product-groups. Also assessments of 
ecological footprint are commonly used by companies to document and com-
municate a given products use of CO2, water, energy, etc. 

Internalisation of sustainable management practices involving sourcing, trace-
ability schemes, etc is seen by the companies as a process that takes several 
years to implement and a process which has just recently started. 'We take 
baby-steps' as expressed by Delhaize. It is nevertheless a part of corporate strat-
egy driven by the conviction that the future will require all companies to be 
'green' and it is therefore a matter of being ready in time and to benefit from a 
'first mover's advantage'. 

How companies are 
addressing operational 
risks 

…through securing 
future supply 

…and securing free-
dom to operate 

…which is closely re-
lated to managing re-
putational risks… 
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Although companies increasingly are jumping on the 'green' wagon, they do 
hesitate while it comes to claim 100% sustainability whether related to a spe-
cific product, a product line, a plant or a resort. As explained by Nestlé: 'we are 
not yet so active in communicating what we are doing (to address BES) since 
we want to make sure that everything is documented and traceable before we 
go public'.  

The majority of the large companies interviewed publish Corporate Responsi-
bility Reports and Sustainability Reports including environmental indicators, 
such as CO2 footprint, water and energy consumptions and recycling rates. 
Dedicated BES indicators are more rarely used with the exception of the report-
ing of Club Med related to the management of their resorts. 

A growing trend across the food and drink production industry is to have direct 
procurement. In order to better 'control' upstream suppliers, many companies 
will have their own suppliers' codes specifying growing practices and other 
CSR measures to be fulfilled by the supplier. This goes hand in hand with se-
curing future supply of quality products.  

10.2.3 The role of NGOs 

NGO's are playing an important role, not only as safeguarding the environment 
or the consumers but increasingly in partnerships with companies in addressing 
specific issues or as a kind of certifier of the company's CSR strategy. Exam-
ples of cooperation are partnerships between HSBC and WWF, IKEA and 
WWF, Unilever and Oxfam, and Greenpeace and McDonalds. The partnerships 
are often temporary and only cover specific parts of the CSR work of the com-
panies. Cooperation with an NGO can give the company credibility for pursu-
ing open and transparent methods of operation 

An example of an established NGO auditing the suppliers of a company is the 
recent partnership between Nestlé and Forest Trust about palm oil and defores-
tation. "As part of the agreement, the Forest Trust will audit Nestlé’s suppliers 
and will help identify and exclude those that are not doing the right thing," 
"And if there are suppliers that want to change the way they operate, our team 
on the ground will help them to improve their practices in order to comply with 
Nestlé’s purchasing requirements."43  

It can also be a way of spreading knowledge of pressures, impacts, dependen-
cies and the environmental risk of business activities and of giving examples of 
possible solutions. Examples of partnerships where design of products, process 
and quality assurance give credibility to both parties are the Forest Stewardship 
Council and the Rainforest Alliance.  

The table below summarises the type of actions identified throughout the cur-
rent study: they represent  both BES-specific actions and wider sustainability 

                                                   
43 Source: Extracted from Mongabay; http://news.mongabay.com/2010/0517-
hance_nestle.html, 18 May 2010. 

How companies are 
addressing market and 
products risks 
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actions and the most used tools and instruments used. The table is further di-
vided into the actions observed at industry level, at the level of companies and 
NGOs. 

Figure 10-1 Overview of BES and other sustainability actions 

  

BES specific  

actions 

Environmental Sus-

tainability actions & 

Corporate responsi-

bility 

Tools 

and Instruments 

Industry level 

  

Promotion of BES best 
practices towards forest 
owners (CEPI) 

Promotion on sustainable 
best practices 

Handbook on Best Practices 
(CEPI) 

 
Lobbying towards policy 
makers 

Conferences and Workshops 

  Roundtables 

    Voluntary code of conducts 

  

  

Company 

level 

  

  

  

  

R&D Centres (Nestle) Sustainability reporting LCA 

Funding of R&D on pollina-
tion (Nestle) 

Environmental risk assess-
ment 

Ecological footprint assess-
ment 

Sustainable seafood (Del-
Haize) 

Water consumption projects 

Supplier codes specifying 
environmental responsibili-
ties, e.g. growing practices, 
management of tourist re-
sorts 

Sustainable sourcing Waste reduction projects   

Local sourcing Greening supply chains   
Green management plan of 
tourist resorts 

Training of employees   

  Working with NGO's   

  

NGO's 

Partnerships with compa-
nies and/or Industry asso-
ciations (WWF, Forest 
Trust, etc) 

Advising and Certification 
role towards companies 

NVI tool 

 
Awareness raising through 
the media 

Best practices 

  Certification 

 

10.3 What are the main drivers for companies to 
address BES and how do they vary across 
sectors? 

According to the interviews carried out in this study, the main drivers for indus-
tries to address BES risks obviously differ from sector to sector: 

• For those sectors most dependent on BES, e.g. food production and 
pulp & paper, 'securing future supply' is the main driver. 

• For tourism, nature conservation (e.g. nice scenery, clean beaches, rich 
nature, etc) is the most important driver in order to be able to attract 
tourists to a given area. 

• For those sectors closest to the consumer, e.g. the retail sector, the de-
mand for  'labels' (e.g. own 'green' brands, certified products, eco labels) 

The main drivers for 
industries to address 
BES risks obviously 
differ from sector to 
sector 
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and promotion of corporate image are seen as the most important driv-
ers. 

• For other sectors, BES is simply not an issue being addressed beyond 
fulfilling existing legislation concerning environmental impact. For in-
dustries such as the chemical and pharmaceutical industry, other issues 
such as energy and water consumption are simply of higher priority and 
BES issues are further down the list of risk concerns. For the pharma-
ceutical industry for instance, the main pressing issues are improving 
the image of the industry by addressing 'animal testing', high medicine 
prices, access to medicines by the developing countries and to response 
to future challenges such as the risk of pandemic diseases, etc. 

The figure below provides an overview of the main drivers across the studied 
sectors including also the pharmaceutical sector and the pulp&paper sector. It 
should be noted that in some instances instruments (e.g. label) are by industry 
perceived to act as a driver to take action. The drivers are therefore a mix of 
both internal corporate drivers, and external drivers such as label schemes or 
requirements to sustainability and corporate responsibility reporting. 

Figure 10-2 Main drivers identified across sectors   

 

Large corporations are the most visible frontrunners to address BES. As op-
posed to SMEs that in general lack behind mainly due to lack of resources (fi-
nancial and staff), lack of influence (towards sub-suppliers) and lack of knowl-
edge. However, there are also some SMEs driven by corporate history that are 
really far ahead in addressing BES. 

Industry associations and/or industry forums or roundtables promote 'best prac-
tices', which in particular benefit SMEs. 
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10.4 What are the main barriers to address BES and 
what can be done to overcome these? 

Most of the companies interviewed are already undertaking a number of meas-
ures to manage their BES-related risks. Nevertheless, the study identified a 
number of barriers impeding companies in taking BES-related actions. 

There are three levels of barriers - internal, external and market barriers and the 
different sectors face different barriers as indicated by table below. The table 
provides an overview of the combined barriers identified to the further uptake 
of BES actions across the industrial sectors studied. 

Figure 10-3 Main barriers identified across sectors   

 

10.4.1 External barriers 

Lack of inclusion of BES in regulation refers to the fact that BES issues are not 
explicitly addressed in various policies and/or regulations, such EIA Directive 
(85/337/EEC), agricultural policies, WTO agreements, labelling schemes and 
standards. In particular this applies to the food production, retail, pulp and pa-
per and finance sectors. The interviewed actors in the food production sector 
proposed addressing BES in existing policies, such as the agricultural policies 
and regional policies, as a means to attract focus to BES. At the same time, it 
could contribute towards solving the problem of the lack of available raw mate-
rials that are produced in a sustainable way, e.g. food and timber.  
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In addition, the financial sector calls for a uniform EU regulatory framework, 
including BES in e.g. environmental reporting of companies and environmental 
liability assessment. When it comes to the operational level, there is a lack of 
concrete handles, definition tools and concepts to address biodiversity. 

Particularly the retail sector emphasised that lack of scientific insight into and 
evidence of the complexity of BES was considered a barrier..If a retailer is con-
sidering taking a certain product off the shelf, he/she often lacks scientific 
knowledge to assess independently whether it is a sustainable product or not. 
The example mentioned concerned palm oil and difficulties in assessing 
whether this is 'safe' or not. 

As a means to benchmark progress and to communicate the subject, lack of 
clear indicators to measure BES were found to be a strong barrier. While there 
are already relatively unambiguous indicators for CO2 emissions and other envi-
ronmental indicators, e.g. for water, clear biodiversity indicators is lacking. 
Therefore, BES is currently addressed through the sustainability concept, al-
though sustainability can be hard enough to define and covers much more than 
BES. 

Lack of pricing of natural resources is also seen as a barrier, but perhaps a more 
theoretical one. If water, sustainable food commodities, transport, etc, would 
already reflect the external costs to the environment, many of the market fail-
ures leading to a loss in biodiversity would be overcome. Unfortunately, there 
is no easy answer to how external costs related to BES can be internalised into 
marketed goods and services. 

10.4.2 Internal barriers 

In sectors that acknowledge the importance of BES, the study found that SMEs 
generally lag behind the large corporations in terms of their (lack of) addressing 
BES risks. The main reasons were believed to stem from lack of awareness of 
the issue, lack of knowledge and lack of financial and human resources to in-
vest in addressing BES issues in the SMEs. As opposed to the large corpora-
tions, which usually have one or more departments devoted to CSR, environ-
mental and sustainability issues, SMEs often have neither dedicated staff nor 
time to invest in these issues.  

The cost of traceability and verification are major issues in all analysed sectors. 
It is, however, a process that is just starting in the large companies. It is time 
consuming and resource intensive, and the large companies usually start with 
strategic product groups: their own label in the case of the retail sector or 'sensi-
tive' commodities in the case of coffee, tea, palm oil, etc.  

For some of the sectors, notably the pharmaceutical and chemical sectors, BES 
issues are simply not very high on the agenda compared to other reputational 
challenges such as how to provide cheaper medicine to the third world, and fu-
ture strategic challenges in terms of developing the right medicine for future 
diseases, etc.  
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10.4.3 Market barriers 

By contrast, the food production and retail sectors see shortage of certain 'sus-
tainable' commodities as a general concern. By way of example, the supply of 
certified timber is limited; the same is true for 'rainforest certified' products. 

Lack of consumer awareness of BES risks is definitely a strong barrier per se, 
while there is an increasing awareness of 'green' and sustainable products as the 
demand for organic food products is increasing in many countries. This was 
also reported by Delhaize, which has been successful in marketing its 'BIO' 
brand, and by Nestlé through its 'Rainforest certified' coffee products. Again, 
the dilemma boils down to the lack of dedicated biodiversity indicators. 

Although there is a general trend towards an increasing demand for organic 
products, these products still constitute a fraction of the overall demand and 
still only represent a niche market for the most resourceful consumers. To the 
broader public, willingness to pay for 'green' products, that are often 10-15 per 
cent more expensive, remains an issue.  

In the pulp and paper industry, the labelling schemes FSC44 and PEFC45 are 
hardly recognised by the consumers and cover only 15 per cent of the market 
demand.  

10.5 Potential policy measures  
During the interviews with industry stakeholders, possible policy initiatives 
were discussed. It was a general message that BES should be integrated into 
EU policies, as industry is not able to lift the entire responsibility alone and is 
dependent on 'Governments' to mainstream BES issues.  

According to the stakeholders action is needed on several levels. The main rec-
ommendations are summarised below. 

 Labels and certifications are regarded as fruitful and important drivers for ac-
tion e.g. because it can constitute a competitive parameter for many companies. 
It was emphasised that: 

� Labels should be Pan-European as opposed to national in order to re-
duce the number of similar labels. 

� Schemes should be dynamic allowing progress, such as 'best of class'. 

� It is important to pay attention to the costs of the label schemes in order 
not to create a barrier for SMEs by imposing unreasonable cost burdens 
for certification/ achieving the label. 

                                                   
44 Forest Stewardship Council 
45 Programme for Endorsement of Forest Certification 
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� NGOs have an important role as promoters of labels and it may be con-
sidered how this can be supported by the EU. 

Forums and platforms are working well as a pre-competitive initiative to agree 
on common practices (e.g. information sharing), political standpoints, confer-
ences, etc. These kinds of initiatives should be further promoted. 

Information campaigns should be used to a larger extent in order to stimulate 
the demand for BES neutral products and services. The awareness of climate 
change has worked well and there might be lessons to learn from that. 

Research and development should be promoted in order to improve our under-
standing of BES, create BES indicators, and other scientific evidence. EU 
should play a role here and funds could be allocated e.g. through FP7 and FP8. 

Sustainability reporting is increasingly used and BES should become a more 
integrated and even compulsory part of sustainability reporting. 

10.6 Recommendations 
A range of policy measures must be put into play to address BES. To be suc-
cessful, however, it must be built on what already exists, including both exist-
ing policies where BES can be reinforced, industry activities at both industry 
and company levels and roles, drivers and tools provided by other stakeholders 
such as NGOs and sustainability rating agencies. 

As BES is such a complex and difficult issue to grasp, define and provide, un-
ambiguous indicators for a very pragmatic approach is likely to be the most ef-
ficient in terms of achieving quick results. Addressing water scarcity, sustain-
able land management (agriculture and forestry) and ecosystem restoration for 
instance already provide a main focus for government policies. On the supply 
side, the main sectors to get involved in addressing these main issues are the 
food production, forestry and tourism sectors. 

A concrete action would be the development of a common EU definition of 
sustainable food production including minimum requirement to BES. Appar-
ently some actors are already working towards defining this term, e.g. Rainfor-
est Alliance46 and through companies' own supplier codes. A new CAP sustain-
ability classification at farm level or regional level could be envisaged leading 
to more convenient ways of certification of various final products. 

In general the use of EU policies (notably CAP, Cohesion Funds, R&D pro-
grammes) can be used to leverage and promote biodiversity. Industry can only 
take it to a certain stage, and then it will face shortages of 'sustainable' or 'neu-
tral' BES services such as food products, timber, and natural resources used in 

                                                   
46 Sustainable Agriculture Standard, April 2009 version, 

http://www.rainforest-

alliance.org/agriculture/documents/sust_ag_standard.pdf  
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the production process. Therefore it is recommended for relevant Commission 
DGs to take a proactive approach to ensure optimal inclusion of BES as a prior-
ity focus area.  

Lesson can be learnt from existing initiatives, private as well as public, such as 
sustainability reporting, labelling schemes and collaboration schemes between 
NGOs and industry as leverage mechanisms to empower and promote the pro-
tection of biodiversity. They should look to the functioning of existing tools, 
such as LCA and companies' own supplier codes including BES requirements 
for sustainable practices. Business sees biodiversity as a part of a broader sus-
tainability concept, realising this circumstance should be acknowledged while 
formulating policy actions in the area. 

Moreover, it is important to work with industry associations and industry fo-
rums and roundtables to define appropriate biodiversity indicators to be in-
cluded in existing or emerging labelling and consumer communication 
schemes. Biodiversity indicators are to complement indicators such as water 
consumption, CO2 and energy use. 

Efforts should be concentrated on the key industrial sectors most dependent on 
BES, such as the food and drink industry, forestry including pulp & paper, and 
the tourism sector. 

It is important to support research to determine how internalisation of external 
costs can best be applied to key ecosystem services. 

Consumer awareness should be increased and promoted across EU27. The re-
sults from climate change can be perceived as successful and lessons should be 
learned from campaigns and other initiatives in this area. 

Regarding labelling, it is important to keep it simple and it is recommended to 
use energy labelling of household appliances as a role model. 
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