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¢ Context: Sustainable Development Goals, 2030

gﬂIST What is the Structure for SDG’s?

advisory

“Development” = “Improving Well Being for All”
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+* Structure: How do SDG’s relate to each other?
+* In what sequence, and why, should SDG’s be implemented?
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Source: From J. Rockstram/ P. Sukhdev presentation to EAT Forum, Stockholm, 2016
URL: http://www stockholmresilience.org/research/research-news/2016-06-21-locking-back-at-2016-eat-stockholm-food-forum.htmi
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gﬁlﬂ' A Thinking Framework for SDG’s
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“Development” = “Improving Well Being for All”

* Improving along Three Axes of Sustainability
— Security: Resilience against shocks; Avoidance of shocks
— Access: Resource sufficiency; Resource access; Distributional equity
— Productivity: Agricultural & Industrial productivity; Resource efficiency

Source: From J. Rockstrém/ P. Sukhdev paper to OWG, 2014
URL: http://www.icsu.org/science-for-policy/sustainable-development-goals-1/pdfs/Rockstrom%20Sukhdevi620input% 200 WG%20UNEP FINAL. pdf

gﬂIS]’ What is the Structure for SDG’s?
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“Development” = “Improving Well Being for All”
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Source: From J. Rockstram/ P. Sukhdev presentation to EAT Forum, Stockholm, 2016
URL: http://www stockholmresilience.org/research/research-news/2016-06-21-locking-back-at-2016-eat-stockholm-food-forum.htmi
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“Development” = “Improving Well Being for All”

* Improving in Four Dimensions of Wealth (“Capital”)
— Human Capital: Citizens Health; Education; Skills
— Social Capital: Norms & Customs; Law & Order; Taxation systems
— Physical Capital: Energy; built infrastructure; patents ; finance
— Natural Capital: Ecological infrastructure; Resource scarcities

Source: From J. Rockstrém/ P. Sukhdev paper to OWG, 2014
URL: http://www.icsu.org/science-for-policy/sustainable-development-goals-1/pdfs/Rockstrom%20Sukhdevi620input% 200 WG%20UNEP FINAL. pdf
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“*Measuring Sustainability for a Nation’s Economy
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» Constitutions; Judiciaries; Law & order; Tax systems Social
» Social equity; Communal harmony; Cultural diversity Capital

gﬂlST “Inclusive Wealth”: a True
Balance Sheet of Nations

advisory

I The balance-sheet of wealth

Inclusive wealth Inclusive wealth per person
2008, 1990-2008 2008, $'000*
Country Strm* growth?, % B Human BB Natural W Physical
DA T L1T.S S O 0 100 200 300 400 500
Japan 551 09 Japan
ChmaZOOZl Jiited Siates
Germany195 .................. e Canada
SR S Nonvay'
S e e e
-c-.a-r-‘l.auaé...--u--uu-.--....--ii.:i ------------------ 6 -.2 ----- Ge."n‘any
s PSPPI s S Britain
Brazil 7.4 0.9
France
India e 82 i 0D, Saudi Arabia
Australia 6.1 0.1 Venezuela
Source: UN *Constant 2000 § 'Average annual rate

The UN (“Inclusive Wealth Report, 2014”) calculates human capital based on average years of schooling,
workers wages, and the number of years they can expect to work before they retire (or die)'.

Sources: Inclusive Wealth Report 2014 URL: http://www.ihdp.unu.edu/docs/Publications/Secretariat/Reports/SDMs/IWR _SDM 20141adf
Chart from: http://www.economist.com/node/21557732




ﬁ Percentage of Human
GIST Capital in Nations’ Wealth
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Source: : http://www.ihdp.unu.edu/docs/Publications/Secretariat/Reports/SDMs/IWR SDM 2014.pdf
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The visible flows of agriculture

AGRICULTURE & FOOD SYSTEMS

teebweb.org
Source: http://img.teebweb.org /wp-content/uploads/2016/01/TEEBAgFood Interim Report 2015 web.pdf teeb.agfood@unep.org

3 Moderation of ; - g
Erosion control Pest control Habitat Soil erosion
extreme events
: . Freshwater - Pollution
rmal A Loss of ecosystem oV
Soitfrmaan provisioning complex ;Y (air, land & water)
Pollination Climate regulation Species reduction m

BIODIVERSITY & ECOSYSTEMS

-Inputs .Oulpuls .Inv:sihiepasit:’ve flows .In\risible negative flows
Source: http://img.teebweb.org /wp-content/uploads/2016/01/TEEBAsFood Interim Report 2015 web. pdf Co.agiuy i
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Why has TEEBAgriFood proposed
a Comprehensive Valuation Framework?

Value Chain Stages
Visible & Invisible Fl

Captured in SNA (Profits, Wag
Taxes - Subsidies, etc)

?‘ § X

| The narrow field o
'view of “per hectare
productivity”... . -

teebweb.org
Source: http://img.teebweb.org /wp-content/uploads/2016/01/TEEBAgFood Interim Report 2015 web.pdf teeb.agfood@unep,org

Why has TEEBAgriFood proposed
a Comprehensive Valuation Framework?

Value Chain Stages
Visible & Invisible FlI

Captured in SNA (Profits, Wages,
Taxes - Subsidies, etc)

Provisioning Services (Materials,
Energy, etc)

Regulation & Maintenance (Soil,
Water, Habitat, etc)

Cultural (lifestyle, heritage...)

Health (Nutrition, Diseases,
Antibiotic Resistance, etc)

Pollution (Nitrates, Pesticides,
Heawvy metals, etc)

Emissions (CO; ; CHy; etc)

Social Values (food security;
‘gender equity; etc )




N §® TEEB for Agriculture & Food

Appllcatlons of a Universal “Valuation Framework”

(ii) Typology (iii) Policy ) Nati |
- - (iv)
Comparison Evaluation : 4 ':fna
T ccounting
. . System A Policy Scenario 1
(i) Business y ¥ Unadjusted GDP
Analysi
HANELE System B Policy Scenar|02 b

Product X

Environmentally
Vs Adjusted GDP
ProductY

= Eco-Agri-Food
~
4" Systems Complex
—— Parameters, Data, - a ] BT
& Questions -
dm=m Analysis, Valuations -_
& Answers teebweb.org

Source: http://img.teebweb.org /wp-content/uploads/2016/01/TEEBAsFood Interim Report 2015 web. pdf teeb.agfood@unep‘org
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 Stakeholder

Financial
Reporting

I Reporting —l\
Data,_ | > Stakeholders
Analysis v
— 4
Sustainability
Reporting
gals.l. Reporting by Public Companies
AN i ... 1o The Future We Want !
§ Integrated )
Data /f} | Reporting . Stakeholders //)

* Sustainability Considerations are Integrated into Reporting
* Sustainability in terms of dimensions of wealth, hence capitals
* Sustainable Development Goals:
* Productivity, Equitable Access, Security of capital classes
* Four Capitals : Physical, Human, Natural, Social
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The Economics of Ecosystems & Biodiversity

Natural Capital Protocol

Natural Capital Coalition (NCC), earlier TEEB for Business Coalition, in 2014
launched a 2-year project to prepare and test a global framework and guidelines for
measuring and valuing environmental impacts (externalities) and dependencies.

vww.naturalcapitalcoa

@NatCapitalCoalition

NATURAL CAPITAL PROTOCOL
Setting the industry standard for natural capital

NATURAL
CAPITAL
COALITION

These work-streams were coordinated by to two groups of experts led respectively by

WBCSD and by IUCN

Work-streams

Global natural capital valuation
framework (‘Protocol’)

Sectoral valuation guidance for

Food & Beverage

‘Sectoral valuation guidance for

Apparels

“Protocol’ Pilot Tests with
projects across many sectors

AGIST

advisory

Dimensions of Wealth

Ownership Capital | S Physical Human Natural Social
Categories Classes [ Capital Capital Capital Capital
\|\/| * Factories *+ Mines
) « Securities Ezigztion + Fields
Private +  Software Job Skills Private
Ownership: + Patents Forests

(‘Private Goods’)

= Community e Community
Community Centres c—lzrcﬁ::unrﬁly Forests
Ownership: +  Community Grazing
p: Knowledge
Schools Commons

(‘Club Goods’)

»  Community rules, norms, customs, culture

*» Roads * Public * High Seas
Public » Bridges Databases Fisheries
Ownership: + Public * Non-patent * National
(‘Public Goods’) Hospitals Knowledge Parks/ Forests

* Market design, regulations, rules, etiquette
» Civil & Criminal Laws; Judicial systems

Social
Capital

Social
Capital

Constitutions; Judiciaries; Law & order; Tax systems
Social equity; Communal harmony; Cultural diversity

Social
Capital
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: : Human Capital
Financial VValue Extamalitios

Added (FCX) (HoXT

Business Holistic
drivers Performance

Natural Capital | Social Capital

Externalities Externalities
(chTM) (SCXTM_}

Source: Adapted from wwwetheirrc.org & www.gistadvisory.com, “ Towards a Valuation Framework for Business Externalities” 23

lIRC vs GIST
?ﬁals‘ Categorization of Capitals

advisory

Financial Value e

Added (FCX) E"(ﬁg‘}?ﬁﬂﬁs

Business . capilal  capikl Holistic
drivers Y / - : ; Performance

Natural Capital : Social Capital
Externalities Externalities

(NCX™) ; (SCX™)

Source: Adapted from www.theirrc.org & www.gistadvisory.com, “Towards a Valuation Framework for Business Externalities” 24
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gals.l. Response:
SO =%  Economic Valuation of Stakeholder Impacts
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+ 100% 50,000 50,0007 100%
75% 37,500 37.500% 75%
Integrated :
% 50% O 25000 25,000% 50%
Profit & Loss " 3
2 o,
<IP& LTM> g 25% fé— 12,500 § 12,500% g 25%
: . s K
- Natural Capital = o o ®
- Human Capital
. " 25% +12.500 +12.500% 25%
- Social Capital
- Financial Capital sk S — ik
-75% Normalised natural, social, human and financial 75%
capital measurement for client company
- -100% 100%
) Total :.-a‘—._;e of bef\gﬁr; in million €
Relevant : :gi z:: :2::: :ff&:;:’:;?acfucl Sp:;;'lc;gefaﬁicr:l\::eﬂmenr Total Firiancial Volue Added in
metric GHGs pet tonne of sales produet HCX in € per Quit (SROI) millen €
- - - i - ‘
GIST Valuation in Practice:
aaal . L] AkzoNobel 4D-P&L AkzoNobel

AkzoNobel (AN) wanted to develop an understanding of how their business impacts the environment, people and society at
large. Understanding these aspects better — and attaching a monetary value to them — will enable them to identify possible
improvements and ultimately increase business value.

The pilot study of AN’s Pulp and Performance Chemicals business in Brazil looked at their environmental, human, social and
financial impact. By measuring these four dimensions across the whole value chain, they were able to identify where they
can improve. This will enable them to make better decisions by reducing the negatives and building on the positives.

Monetized impact across the whole value chain
(indicative')

B Natural capital M Human capita
=

Saocial capital Financial capita

Upstream Our operations Energy supply Downstream Total value chain

Source: http://report.akzonobel.com/2014/ar/case-studies/sustainable-business/measuring-our-impact-in-4d.htmil
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£ Integrated Reporting in Practice ;‘
GIST AMATA: Incorporating Externalities e

advisory AMATA

AMATA Structure of the report

A Brazilian forestry and forest products
company that promotes the use of low-
impact forestry technigues.

About the Company
History | Employees | Governance |
Assets Development | 2015 Updates

Operations
Objective + Learning + 2015 Milestones

+ Challenges; by region of operation

Integrated Analysis of Externalities
_ Natural Capital | Social Capital |
[ NTEBRA T AaDAL REPORTL | 2015 Human Capital | Financial Capital

}:‘? More Results

Further Sustainability Indicators |
Financial Statements | GRI G4
Compliance | Acknowledgements

Source: www.amatabrasil.com.br/arguivos/integratedannualreportamata2015 EN.pdf

AMATA <IP&L™> 2015

EIST All Capital Classes

advisory
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Valuation

Quantitication
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Qualification

=
o -

Approach used to evaluate each capital was
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AMATA <IP&L™> 2015:
féfﬂ!osll: Natural Capital g

Net benefit of AMAT A's operations

year

, R$mn per

3| e

S (-2
__ -100 100 300 500 700 900
Suply chain costs =Operational costs = Qperational benefits Net benefits

Source: www.amatabrasil.com.br/arguivos/integratedannualreportamata2015 EN.pdf
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AMATA <IP&L™> 2015:
:iﬁﬂ!osll: Human Capital T

Human capital valuation and externalities in 2014
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s Human Capital Creation (HCOC) »Human Capital Externality (HCX)

Source: www.amatabrasil.com.br/arguivos/integratedannualreportamata2015 EN.pdf
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AMATA <IP&L™> 2015:
gﬂlsr Social Capital

AMATA

[otal value of social capital externalities for AMATA in 2014 (R$ Thounsands)

R$11.000

Source: www.amatabrasil.com.br/arguivos/integratedannualreportamata2015 EN.pdf

V%
gms]' AMATA <IP&L™> 2015 gg!

advisory AMATA

Balance of the positive and negative externalities of AMATA in 2014

840

108

.l" 9 - 9
0 L f——"r—

-S} NCX (SUPLY CHAIN)  SCX (OPERATIONS) HCOC + HCX FO Ty

| (OPERATIONS)

]

NG

mBenefit (R$ Million) aCosts (R$ Milliom)

Source: www.amatabrasil.com.br/arguivos/integratedannualreportamata2015 EN.pdf
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Thank You!

www.gistadvisory.com

Pavan Sukhdev

Founder-CEO, GIST Advisory
& Goodwill Ambassador fr UN Environment

n /PavanSukhdev @PavanSukhdev ,
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