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NATURAL Who makes up the Coalition?
CAPITAL

COALITION Putting the puzzle together
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wide range of stakeholders who agree to
collaborate on activities to help create a
world where business conserves and

enhances natural capital.
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There are many different approaches to natural capital and a
lot of work has been carried out already. The Natural Capital
Protocol standardizes this into a single global framework
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Developed the Protocol Developed the sector guides,
and managed the business
~ engagement and pilot testing
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Over 50 businesses contributed to the Protocol piloting program

Deep
Dives

Piloted the
entire
Protocol

Piloting
companies

Piloted
different
steps of the
Protocol
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Draft Protocol and sector guides released in November 2015 for
consultation

» 3,230 comments

DRAFT FOR
CONSULTATION

. NATURAL
< 453 individuals ' CAPITAL

s 143 organizations ’

NATURAL CAPITo 7
PROTOCOL AR CAPITAL

» 5 continents covered

% 22 countries covered D BEVEORGE e

The consultation was carried out using the online collaboration tool Collaborase

- Collaborase

[ Interactive Leader
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Food &
Beverage
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fThe Coalition wiH\

develop new
guides in
partnership with
sector initiatives
and associations

Under
development:
 Real Estate
 Finance

 Forest J
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cammaL  Introducing the Protocol

COALITION

THE
NATURAL
CAPITAL
PROTOCOL

The Natural Capital Protocol is a
standardized framework for business
to identify, measure and value its direct

and indirect impacts and dependencies

on natural capital
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coatmion Definitions

<

standardized framework for business
to identify, megsure and value its direct and
indirect impacts and dependencies

o natural capital

The stock of renewable and non-renewable

natural resources (e.g. plants, animals, air, water,
soils, minerals) that combine to yield a flow of benefits to
people
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The Natural Capital Protocol is a

standardized framework| o husiness

to identify, mepsure and value its direct and

indirect impacts and dependencies

orf natural capital

Internationally applicable across all business
sectors, geographies and scopes; leverages
existing approaches
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The Natural Capital Protocol is a

standardized framework fo
to identify, measure and value its dfrect and
indirect impacts and depend

on natural capital

Aimed at informing business decision making
with trusted, credible and actionable information
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The Natural Capital Protocol is a

standardized framework for business

indirect impgefs and dependencies

to identify

on natural capital

« To measure: determine the amounts, extent and condition of
natural capital, in physical terms, e.g. m3, tons

 To value: estimate the relative importance, worth, or
usefulness of natural capital to people / business, in a particular
context. Can be qualitative, quantitative or monetary
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impacts and dependencies

« Impact: negative or positive effect of business
activity on natural capital

- Dependency: A business reliance on or use of
natural capital
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captl . What the Protocol does and does not do

<

The Protocol... The Protocol does not...

v" Builds on existing tools, guides, x Seek to create new tools and
methods and techniques methods
v" Focuses on improving internal x  Provide a framework for external

management decision making financial reporting

v" Provides a standardized process x  Explicitly promote specific tools,

that is also flexible

Provides a process to internally
standardize the approach that
you take

methodologies or approaches

Necessarily produce results that
are comparable within or
between different businesses or
applications
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Stage

Step

Questions this will answer

NATURAL

02 03 04
Get Define the Scope the Determine Measure Measure Value
started objective assessment the impacts impact changes impacts
and/or drivers and/or in the state and/or
dependencies dependencies of natural dependencies
capital
Why should you What is the objective What is an Which impactsand/  How can your What are the What is the value
conduct a natural of your assessment?  appropriate scopeto ordependencies are  impact drivers changesinthe of your natural
capital assessment? meet your objective? material? and/or stateandtrends  capital impacts
dependencies be of natural capital and/or
measured? related to your dependencies?
business impacts
and/or

dependencies?

PRINCIPLES: Relevance, Rigor, Replicability, Consistency

ety The Natural Capital Protocol Framework

Interpret
and test
the results

How can you
interpret,
validate and
verify your
assessment
process and
your results?

Take action

How will you
apply your results
and integrate
natural capital
into existing
processes?
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At Get started: Conceptual model
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—— Impact pathway: How an impact driver results@)
Aoy in changes in natural capital and how these
changes affect stakeholders.

Business activities at a chemical
manufacturing plant produce
air emissions, which are an
impact driver

<

Step 05: Measure impact drivers
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Business activities at a chemical
manufacturing plant produce
air emissions, which are an
impact driver

Step 05: Measure impact drivers

Impact drivers lead to changes in
natural capital, in this case reduced
air quality

Step 06: Measure changes in
natural capital
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Business activities at a chemical Impact drivers lead to changes in
manufacturing plant produce natural capital, in this case reduced
air emissions, which are an air quality

impact driver Step 06: Measure changes in

Step 05: Measure impact drivers natural capital

Changes in natural capital result in
impacts, in this case health problems

Step 07: Value impacts j

N



natura.  Dependency pathway: How a business activity @

coaumon depends upon natural capital

<

Business activities at a coffee production plant have
a dependency on the pollination of coffee plants

Step 05: Measure dependencies
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Business activities at a coffee production plant have Changes in natural
a dependency on the pollination of coffee plants capital cause the

bee population to

Step 05: Measure dependencies dedline. due to:

- The business
itself, e.g. overuse
of pesticides

N
N

- Natural changes
eg. extreme
weather events

- Human-induced
changes,
including due to
the activity of
other businesses,
e.g. habitat
change

Step 06: Measure
changes in natural
capital
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Business activities at a coffee production plant have Changes in natural
a dependency on the pollination of coffee plants capital cause the

bee population to

Step 05: Measure dependencies deciine, due to:

- The business
itself, e.g. overuse
of pesticides

pd yd
° N - Natural changes
eg. extreme
weather events
- Human-induced
Changes in .Chang.es,
natural capital including due to
‘ the activity of
afffect business .
dependency, so other businesses,
inati ’ e.g. habitat
pollination
. change
services are
imported Step 06: Measure
Step 07: Value changes in natural
e capital

dependencies



CASE STUDIES AND

EXAMPLES
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e Example: food retailer

<

v A large diversified food and beverage retailer
sells multiple brands as well as its own-brand
product line, where it has been investing in
sustainability improvements on an ad hoc basis.

v It would like to communicate to its own-brand
product line outperforms other brands in
sustainability terms
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Scope: Why

02 03 04
Define the Scope the Determine Prepare to Measure Measure Value Interpret and
objective assessment the impacts measure and or estimate or estimate impacts use the results
and/or value impacts and/or changes in the and/or
dependencies dependencies state and trends  dependencies
of natural capital
How is natural ‘What is the ‘What scope ‘Which impacts What doyouneedto  Howdoyoumeasure How doyoumeasure  What is the value of How can you Should you
capital relevant objectiveof your  of analysisis and/or consider before you or estimate your orestimate the your natural capital interpret, validate, continue the use
to your business? | assessment? appropriate for dependencies are  start to measure and impact drivers and/or  changesinthe state impacts and/or verify and apply of natural capital
your objective? most relevant? value? dependencies? and trends of natural ~ dependencies? the assessment assessments in
capital related to your and the results? your business
business impacts and/ and if so, how?
or dependencies?

Questions this will answer

PRINCIPLES: Relevance, Rigor, Replicability, Consistency
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e Example: food retailer

<

FRAME: WHY?

% STEP 01: Why should you conduct a natural
capital assessment?

< To enhance reputational opportunities such
as increased competitive advantage over other
brands and market share from being
recognized as a leader in the field.



Stage

Step

Questions this will answer

NATURAL
CAPITAL
COALITION

02 0.

Define the Scope the
objective assessment

Why should you What is the objective Whatisan
conduct a natural of your assessment?  appropriate scope to
capital assessment? meet your objective?

04

Determine Measure

the impacts impact
and/or drivers and/or
dependencies dependencies

Which impactsand/  How can your

ordependencies are  impact drivers

material? and/or
dependencies be
measured?

PRINCIPLES: Relevance, Rigor, Replicability, Consistency

Measure Value
changes impacts

in the state and/or

of natural dependencies
capital

Scope: What

Interpret
and test
the results

‘What are the ‘What is the value  How can you
changes inthe of your natural interpret,
stateandtrends  capital impacts validate and
of natural capital and/or verify your
related to your d lencies? ent
business impacts process and
and/or your results?
dependencies?

Take action

How will you
apply your results
and integrate
natural capital
into existing
processes?
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<

SCOPE: WHAT?

% STEP 02: What is the objective of your assessment?

< Objectives: To measure the extent to which products
within own-brand portfolio impact and depend on
natural capital. This will inform a corporate strategy
of reducing future impacts and risk associated with
volatile supply.

< Target audience: Customers

< Specific benefits: Winning market shares due to
market differentiation
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e Example: food retailer

<

SCOPE: WHAT?

% STEP 03: What is an appropriate scope to meet
your objectives?
< Organizational focus: Product

< Value chain: Whole value chain (upstream,
operational and downstream)

< Value perspective: Society
< Types of values: Monetary values

% Technical issues: Baseline (competitor product
range), Spatial boundaries (a single product line),
time horizon (last financial year)

< Key planning issues: Internal resource (sustainability
department)
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e Example: food retailer

<

SCOPE: WHAT?
% STEP 04: Which impacts and dependencies are
material?

<+ GHG emissions from growing, manufacturing,
transportation and retail of the products

< non-GHG emissions from growing, manufacturing,
transportation and retail of the products

< Water use
< Solid waste by consumers



Stage

Step

Questions this will answer

NATURAL
CAPITAL

02 03 04
Define the Scope the Determine Measure Measure Value
objective assessment the impacts impact changes impacts
and/or drivers and/or in the state and/or
dependencies dependencies of natural dependencies
capital
Why should you What is the objective Whatisan Which impacts and/  How can your What are the What is the value
conduct a natural of your assessment? appropriatescopeto ordependencies are  impact drivers changesinthe of your natural
capital assessment? meet your objective? material? and/or stateandtrends  capital impacts
dependencies be of natural capital  and/or
measured? related to your dependencies?
business impacts
and/or
dependencies?

PRINCIPLES: Relevance, Rigor, Replicability, Consistency

Interpret
and test
the results

How can you
interpret,
validate and
verify your
assessment
process and
your results?

COALITION Measure and Value: How

Take action

How will you
apply your results
and integrate
natural capital
into existing
processes?




NATURAL e

CAPITA . .
e Example: food retailer

<

SCOPE: HOW?

% STEP 05: How can your impact drivers and/or
dependencies be measured?
% GHG emissions: Ton eq. CO2.

“» Non-GHG emissions: Kg of CO, NH3, SO2, NOx, VOCs and
PM

<+ Water use: m3 of water
“ Solid waste: tons
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e Example: food retailer

SCOPE: HOW?

% STEP 06: What are the changes in the state and
trends of natural capital related to your business
impacts and/or dependencies?

< Concentration of CO2e in atmosphere.

< Concentration of non-GHG air pollutants in local air
<+ Change in available water resources

“» Disamenity due to solid waste disposal
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SCOPE: HOW?

+STEP 07: What is the value of your natural capital

Impacts and/or dependencies?

Key features of monetary valuation techniques

Technlgue Description

= (s R E g S ETM This includes sevaral related approachiss, ncluding:

prices==* - Costsfpricas paid for goods and sarvices traded in
markats (m.g. timbern, carbon, valueof watar bill or
pollution pammit)

— Cthar irterralFiraradal informaton {n.E..-nrlirnutnd
francial valueof labilibes, assats, recers s bles)

— Chthar irmberpratations of market dets {ng.. harty e
damand functions, opporbanity costs, mitigation
costsavarsvae bahavior, cost of iliness)

=T s (WL [ g Wi Ny oa (s B Emmpirical modalling approsch that relates changain
fchange In tha output of & markebed good or sarvice o a

- i measurable chargs in natural capitalinputs Gaag, tha
producticm) quality or quantity of scomystam ey

Data required

Markat prices of eoosysbam
goods andfor sarvicas

Costs inwolved bo process and
brirg tha product bo rmarkst (2.3,
Crops)

Dt on changes in output of &
product

Dt on causa and effect
ralstionship {ag., crop losses dus
to reduced water swailabilty)
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Key features of monetary valuation techniques

Skilis required

Indicativa
budget

Indicativa
duration

Advantages

Disadvantages

Economics—or
sconcmatrician

Doays - waaks

Economics, {potentially
agronomist, hydrologist
andfor process

Dy - wasaks arginear, whe)

= & trarisparant and defersibile
mathod since besed on madkst
dats

- Raflects actual willirgriess to
pay (WTF)

- If &l requirad dats are
=eailable, tha tachniqua can b=
implamantad fairly sasiy

- Can link ratural capital

dapendancies to financial

SCoounts

- Only spplicabla whara a markat axists for tha good ar
sarviosand prica dats are readly svailabka

- Market prices b distorted by imperfect cormpstition
andyor Edil:jl mm.hm:ﬂ not ggagd maasura of sociatal
walua

- Mecesmany bo recogniza and urdarstand tha ralsticnship
betasen a changa in natural capital, eoosyskem sarvicas
and/or abiotic services, and output of product

- Can b= difficult to obtain data on relevant changasin
raatural capital, the ecosystem sarvice and affect on
production
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Key features of monetary valuation techniques

Tet hinbgue

Damage casts

onlc pricing

Trawel cos

Description

Thea cost of replacing retural capital with an artificial
substibute (product, Infrastructurs, or bec hmobogy
Meary be estimated, obsars sd, or modelad

Thea pobantial costs of prop-arty, nfrasouctuns, ard
producton lossas dus b matursl capital dagradation,
treatad as & Tsawing” or bensfit from oonsaerying
raatural capital. May b astimabed, obsarsed, or
modalasd

Easad on tha cbservaton that erwircnmankal factors
mra one of the determmirants of tha markat prica of
carksin ods -, this errwircnmantal qusliny of a
rrnigl'l:-afl'rn-a-dlg: {:—FLI':: tha pricas ani'ngrh!lln:ul:n:l
tharal. This techniigue modsls waristicons in markoat
prices, controling for other warnabkas to isolate thea
asnwirconrmantal Factor of inberest Tha sstent toowhich
price warikes @it this fecbor revaals its salus

BEasad on tha obsereat on that erwircnmantal and
mafoabsd go-ods and sereices are oftan complemants
d.e, wou need to spand morsy and valuabla S on
traval to vist & place whars wou can anjoy revbaral
Feabare=s) Moasurces trawel mnd othior costs ircurred
s wisib = nabaral assot for recreastion or lsisurs,
o slicit & walus psr wisit Assumes such spandiragisa
minimum seprassicon of tha valus of indsicuals"

e parkers e ortharwisa pecpl e would not taks tha
troublal

Data required

The cost {at markat pricas™ 1 of
raplacireg natural capital or
Associabso besn gooecls or
mwimﬂbwm—mu
equivalents deug., replacing Flow
mgulaton of hakitat with Aood
-:I-n%nr:m:l:hnrn:ﬂ

Diata on costs inournsd bos
pr\n-pnrt:!l,irrfrﬂ:an:I:urn. or
production as a resultof declirs
N meebural capital or tha loss of
associated eoocsyshom servicas

Damages urnider diffarant
SCEnaEnos

Diata ralating bo cifferences in
property prices or wagas thakcan
b= azcribsad to tha differant
nabaral capital qusliies (=a..
stevbus of nwar, ares of grcen
space, distancs From forests

The asreount of tima and money
paopk spand wisiireg & site fior
racreaion or leisura purposss
Motiwations for traeal
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Key features of monetary valuation techniques

Tet hinbgue Description

Infars ecosystem walues by askirg indviduals their
mascimiurm willi wss to l'prmlll 55 o acca
compansation] fora q:-nsmﬂcl'ungnlnﬂ'lnrnhrunt
ron-markat good or servic e From natursl capital

Contirg |=I'|t
valuatdon {C

Individuals are presanted with al termative good s’
options with differant charactanstics (ia., warious
attributas or kewels, such as distarcs, numibsr of
speEciat present, or soma other aspect of natural
capital), == wal &= differant prices. They araashkad bo
choosa their prefarred option, from which tha walua
for the relesant ron-markat good or service from
raatural capital may b infermrad

Waluss an imipact driver in orecontest based on
o |t o s bk mea chearih s wisi oris or more of
tha abowa bechrigues) dabarmin in areckhser conteoct
Specific adustmants should ba mada to account: for
diffarerces babvwean the beo conbescts

Data required

Socio-economic ard
damographic irformation on
survey raspondants

Az for TV abowe

pPrepriate sat of “levels” ara
mqun-n:l roary parametars {e.g.,

poor, maedium, good, ard
aocedlant river wabar guality)

Valustions besod on sbowa
tachniquas applied to similar
studias alserwbans; & wary
common starting place for most
Cormpaniss

Drarta on kay wariabkes from
differant studies (ag., GDF per
Pear o
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e Example: food retailer

<

SCOPE: HOW?
% STEP 07: What is the value of your natural capital
impacts and/or dependencies?
< GHG emissions: Social cost of carbon
< Non-GHG emissions: contingent valuation
< Water use: contingent valuation
< Solid waste: hedonic pricing
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Apply: What's next

Stage

02 03 04
Define the Scope the Determine Measure Measure Value Interpret Take action
2 objective assessment the impacts impact changes impacts and test
& and/or drivers and/or in the state and/or the results
dependencies dependencies of natural dependencies
capital
Why should you What is the objective ‘What is an Which impacts and/  How can your What are the ‘What is the value = How can you How will you
conduct a natural of your assessment?  appropriatescopeto ordependencies are  impact drivers changes inthe of your natural interpret, apply your results
capital assessment? meet your objective? material? and/or stateandtrends  capital impacts validate and and integrate
dependencies be of natural capital  and/or verify your natural capital
measured? related to your dependencies? ent into existing
business impacts process and processes?
and/or your results?
dependencies?

Questions this will answer

PRINCIPLES: Relevance, Rigor, Replicability, Consistency
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e Example: food retailer

SCOPE: HOW?

% STEP 08: How can you interpret, validate and verify
your assessment process and results?

< Sensitivity analysis of monetization coefficients and
discount rates to ensure results remain within the same
order of magnitude

% Validation: external validation process to evaluate
whether sources of data, methodology and
assumptions fit for purpose

% The assessment is designed to inform external
stakeholders to help strengthen company
communication on sustainability and differentiate
its own-brand product portfolio from competitors.

% Strengths and weakness: data coming from secondary
sources and LCIA. The work could be strengthen using
more primary data.
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e Example: food retailer

SCOPE: HOW?

% STEP 09: How will you apply your results?

<+ Effective communication with external stakeholders
in monetary terms generated reputational benefits
from own-brand differentiation

< Business decision: the company can extend its external
reporting and communication efforts into a
comprehensive own-brand portfolio Environmental
Profit and Losses (EP&L) account to enable
comparison of financial performance with impact
reduction achievement
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A The business case

“It is increasingly apparent that traditional financial
accounting practices are failing to recognise all relevant
business impacts and risks. The natural capital protocol is
a real world first in bringing structure and a standardised
common framework for natural capital assessment.”

Reduce raw material costs and risk of interruption to supply
Regular business activities, from extreme weather, flooding ete.

expenditures and

Liz Barber, Yorkshire Water

“We learned where the most important impacts
and vulnerabilities are, and this provided a
clear focus for driving improvement in the
company’s impact.”

Connie Hensler, interface

“I believe business and commerce should use
the National Capital Protocol to embed the
holistic decision making necessary to not
only manage risk, but more importantly
deliver corporate culture change.”

Chris Brown, Olam International (UK) Ltd

“The assessment has helped the business
to set clear priorities for interventions in
the highest impact value chains.”

lan Ellison, Jaguar Land Rover

“The Protocol was helpful in evaluating =
approaches to valuation and alternatives
for a secure fresh water supply.”

Mark Weick, The Dow Chemical Company

processes

Laws, public policies, and
regulations that affect
business performance

Cost of and access to
capital including debt
and equity

Trust and relationship with
stake holders, customers,
suppliers and employees

Relationships with wider
society

Realize efficiency gains

Identify future legislation

Reduce compliance costs and risk of fines and penalties

Reduce financing costs and increase margins

Improve access to finance - attracting investors

Identify new revenue streams and differentiate
your products

Improve ability to attract and retain employees

Identify benefits and negative impacts to local communities
through improved natural capital (e.q., water quality)

Support a social license to operate




SUPPORTING THE
PROTOCOL
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canmaL Future work of the Coalition

<

Natural Capital Data Framework Protocol

Bringing together the community Application
together to explore the common Program
issues around data capture, storage Supporting
and provision and the link to the

decision making application of

the Protocol,

:| and building
& the evidence
[Q,_% for its further

use.
The Enabling Outreach and
Environment - | Advocacy
Enabling Environment
Identifying the systemic
barriers to including Protocol Sector Guides
natural capital in ?Br:.u?dseidor Developing sector

decision making and
developing solutions to support the
add_ress this at a application of the
regional or country Protocol

level.

specific guidance to



www.naturalcapitalcoalition.org



http://www.naturalcapitalcoalition.org/
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