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Abbreviations

BBOP Business and biodiversity offset programme
BES Biodiversity and ecosystem services

CAP Common agricultural policy

CEFIC European Chomical Industry Council

CBD Convention on biodiversity

COP Conference of the Parties

EC European Commission

EIA Environmental impact assessment

ESB Ecosystem service benchmark

ESG Environmental, social and governance

ESR Ecosystem services review

GMO Genetically modified organism

GRI Global reporting initiative

GTZ German Technical Cooperation

IUCN International Union of Conservation of Nature
LCA Lifecycle assessment analysis

MEA Millennium ecosystem assessment

NVI National value initiative

REDD Reducing emissions from deforestation and degradation
SDS Sustainable development strategy

SEA Strategic environmental assessment

SME Small and medium-sized enterprises

TEEB The economics of ecosystems and biodiversity
WBCSD World Business Council for Sustainable Development
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Terms of Reference

Link between business
and BES

1 Introduction

1.1 Assignment

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)' 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.

' 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.
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Business's dependency
on BES

According to the Millenium Ecosystem Assessment® 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.

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

The EU 2010 target for
biodiversity loss

Commitment of the
private sector

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.

e 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 2008°.

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.
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Objectives

Risks typology

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

Biodiversity and
Ecosystem Services Business operation
(BES)

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-
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State of play of
business actions

Case studies

Policy recommend-
ations

Chapter 2

Chapter 3

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 biotechnology®. 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-

* 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.
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Chapter 4

Chapter 5-9

Chapter 10

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.
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Sustainability

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.
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