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Over 60 percent of the ecosystem ser-
vices on which we rely, are being de-

graded and overexploited from the agri-
cultural sector, forestry, fisheries, and
many others (MEA 2005). Unpredictable
weather, competition for land between
biofuels and traditional crops and declin-
es in soil fertility are severely affecting our
agricultural system. The degradation of
ecosystem services such as freshwater
provision, climate regulation and soil fer-
tility clearly has implications for the long-
term viability of the businesses dependent
on them, in particular those with agricul-
tural supply chains.

The business case for 
natural value

Increasingly this is translating to bu-
siness risk and opportunity. Ecosystem
services are the benefits that people ob-
tain from ecosystems, such as freshwater,
timber, climate regulation, protection
from natural hazards, erosion control and
recreation. A company depends on an
ecosystem service if that service functions
as an input or if it enables, enhances or
influences environmental conditions re-
quired for successful corporate perfor-
mance. A company impacts an ecosystem
service if the company affects the quanti-
ty or quality of the service (Hanson et al.
2008).

There are a number of risks and op-
portunities associated with ecosystem ser-
vices for financial institutions, namely,
operational risk, regulatory risk, reputa-

tional risk and the potential to gain a com-
petitive advantage. Despite these emer-
ging risks and opportunities, there are
few tools available to enable investors to
understand the extent, to which compa-
nies are dependent on, or impact on, bio-
diversity and ecosystem services. As a re-
sult, company exposure to the risks above
is unclear. 

The Natural Value Initiative, an initia-
tive led by Fauna & Flora International in
collaboration with the United Nations En-
vironment Programme Finance Initiative
and Brazilian business school Fundação
Getulio Vargas, aims to address this gap
by creating a toolkit to enable institutio-
nal investors to better understand the im-
pacts and dependency of their invest-
ments on biodiversity and ecosystem
services (Grigg et al. 2009b).. 

The Ecosystem Services Benchmark
(ESB) and its pilot study with six investors
and a selection of 31 companies within
their portfolios is the result. It can be re-
garded as the first phase, part of a longer
process to work with companies and in-
vestors to strengthen the recognition of
material value of biodiversity and ecosys-
tem services (BES) throughout the corpo-
rate and investment communities.

Biodiversity benchmarking
and financial institutions

A benchmark can measure the quali-
ty of a company’s policies, products, pro-
grammes or strategies and compares
them with standard measurements, or si-

milar measurements of the best-in-class
companies. It aims to determine what
and where improvements are called for,
understand how other companies achie-
ve their high performance levels and use
this information to improve the compa-
ny’s performance. 

Benchmarking provides an objective
and consistent basis for examining com-
parative risk exposure and management
of companies. The approach combines re-
search into key issues using a structured
analysis of company performance and 
engagement with investee companies
(UNEP FI 2008). It provides a useful re-
ference point for investors and companies
to identify areas of strength and weak-
ness. Benchmarks are most valuable 
where the issue is emerging and is over-
looked by more holistic analyses of sus-
tainability performance. 

Corporate management of biodiversi-
ty and ecosystem services falls into this
category. In such circumstances, bench-
marks can provide a logical and strategic
framework in which a company can start
to evaluate the risks and opportunities as-
sociated with the issue.

The Ecosystem 
Services Benchmark

The ESB has been developed to enable
institutional investors to better under-
stand the risks and opportunities associ-
ated with their investment’s management
of their impacts and dependence on bio-
diversity and ecosystems services (Grigg
et al. 2009a). The ESB focuses on these
impacts and dependences associated with
the production and harvesting of raw ma-
terials in companies with agricultural
supply chains, including agricultural
commodities, livestock and fish. 

Most traditional measures of perfor-
mance consider impacts only or just one
element of environmental performance.
The ESB has been designed specifically
for evaluation of the food, beverage and
tobacco sectors, but has broader applica-
bility to any supply chain company with
an agricultural or natural resources foot-
print. It evaluates companies on compe-
titive advantage, governance, policy and
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strategy, management and implementa-
tion as well as reporting

Results

The key outputs of the first phase of
this initiative comprised of a briefing 
document, apart from the ESB, for the
food, beverage and tobacco sectors. As
one would expect, the sectors that per-
form best within the ESB are those facing
immediate pressures, such as consumer
interest, campaigns from non-govern-
mental organisations, investor expecta-
tions, or those where the materiality of
ecosystem service dependence is very cle-
ar and already affecting the bottom line. 

There is considerable activity across all
sectors of relevance to BES. However,
with the exception of the beverage sector,
all sectors showed an average score that
was at least 50 percent lower than the ide-
al. One of the companies analysed, Uni-
lever, fell within the realm of best prac-
tice, albeit on the lower end of the scale.
Marks & Spencer came a close second.
Both companies were distinguished by
their well-documented, strategic and risk-
focused approach that provided the ESB
assessors with comfort that they had un-
derstood and were beginning to manage
the issue.

Conclusions and challenges

Activity is required in a number of are-
as before a comprehensive and credible
picture of risk and opportunity assess-
ment and management can be demon-
strated.
❚ Corporate risk assessment processes

frequently did not adequately address
biodiversity and ecosystem services.
Despite a clear reliance of the compa-
nies evaluated on an agricultural sup-
ply chain dependent on healthy biodi-
versity and access to ecosystem
services, only 48 percent of the compa-
nies had a well-communicated risk
and opportunity assessment in place.

❚ Disclosures on BES were often inade-
quate for evaluating corporate perfor-
mance. Less than half of the compa-
nies achieved level 3 or more (half

marks) on the ESB’s evaluation of the
quality of their reporting on BES.

❚ Companies often lacked clear policy
and strategy frameworks to drive ac-
tion. Although 58 percent of the com-
panies evaluated disclosed a statement
of management approach on single
commodities, only 16 percent of the
companies had a clear BES policy and
strategy framework.

❚ Supplier performance standards are in
place which incorporate BES, but the-
se are often limited in scope or volun-
tary in nature. Whilst 45 percent of the
companies evaluated had standards or
detailed guidelines for sustainable
agriculture or guidelines for sustaina-
ble sourcing that encompassed BES,
only three of these covered the majo-
rity of the companies’ raw materials
supply.

❚ Activity to build shareholder value and
ensure continued raw material supply
is widespread, but it may not be pro-
portional to corporate impact or risk.
It was encouraging that 65 percent of
companies had some form of pilot pro-
grammes in place or were engaging
with initiatives aimed at overcoming
barriers to sustainable supply such as
the Roundtable on Sustainable Palm
Oil.

❚ Management tools that encompass
BES issues exist but often only address
a small part of the company’s supply
chain. 55 percent of the companies
had developed tools relevant to the ma-
nagement of BES.
What we can learn from this initial

analysis is that a number of companies in
the agribusiness sectors that were bench-
marked, have started to address BES is-
sues in their business operations. These
early activities will position these compa-
nies and those investors with an interest
in them well to respond efficiently and ra-
pidly to the challenges that will inevitab-
ly be posed by this increasingly resource-
constrained world. 

Placing the results in a bigger context,
though, it becomes apparent that there is
a long road ahead for many companies to
properly address BES issues across their
company’s value chain.
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