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Extracted from “Are you a green leader?
Business and biodiversity: making the case for a lasting solution” UNEP and WCMC
Is your company one that responds to change, contributes to
a better world – an innovator, a socially and environmentally
responsible leader?

Managing biodiversity can help mitigate

Does your company tread lightly on our world’s resources,

risk, identify new business opportunities

ensuring they are available to current and future generations?

and enable your company to become an

Can your company play a role in addressing one of the greatest

environmental leader.

threats posed to society: the loss of biodiversity and degradation
of ecosystem services – our life support system?

Introduction
A company is an economic institution that operates within society. Considering recent global trends and events, it is
becoming increasingly apparent that the success or failure of organisations is dependent on their ability to create and
sustain value without depleting the capital assets – ﬁnancial, human, manufactured, social or natural – on which that
value depends1 . The board is therefore not merely responsible for the company’s ﬁnancial bottom line, but should consider
the company’s performance and impacts within the broader context in which it operates 2.
This will require business decision-makers to adopt a holistic approach to economic, social and environmental issues in
their core business strategy and to recognise that strategy, risk, performance and sustainability are inseparable.
The environment is a complex integrated system, and whilst some components of environmental sustainability are
better understood, insufficient attention is paid to the whole and interconnectedness of the various components. This is
an aspect that needs greater focus, attention and integration into environmental management.

What is biodiversity and why does it matter to business?
“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 ecosystems3.
Put simply biodiversity then refers to the variety of life on earth and all of this variety ﬁtting together in intricate chains.
If one link of this chain were to go missing the chain would be compromised. And if one link of this chain were changed,
the entire chain would be diﬀerent.
Ecosystem services are the beneﬁts gained from the environment and biodiversity (i.e. the beneﬁts that ﬂow from
natural capital). Biodiversity provides a wealth of invaluable goods and services to human society. Scientiﬁc evidence
(Millennium Ecosystem Assessment - MEA 2005; The Economics of Ecosystems and Biodiversity - TEEB 2010)
demonstrates how health, prosperity and security are all connected to the planet’s natural systems. These systems
provide various free services, such as food, fresh water and air, wood and ﬁbre, fuel, supporting the formation of soil,
nutrient cycling, regulating the climate, ﬂoods, diseases and water puriﬁcation; as well as various cultural services, such
as spiritual, aesthetic, educational and recreational services.
The ﬁrst and most important thing to recognise is that, as components of society, all businesses depend on, and in
some way impact, the ecosystem services that are provided by the natural ecosystems and biodiversity that make up
planet Earth 4.
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Discussion paper: Framework for Integrated Reporting and the Integrated Report,
released by the Integrated Reporting Committee (IRC) of South Africa on 25 Januar y 2011.
The King Report on Governance for South Africa (King III) Principle 1.2.
the UN convention on Biological Diversity – www.cbd.int
WBCSD (2011) Guideline for Corporate Ecosystem Valuation.
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Some insight into this is found in pertinent ﬁndings from the 2005 Millennium Ecosystem Assessment referred to above:

1. Over the past 50 years, humans have changed ecosystems more rapidly and extensively than in any comparable period of
time in human history, largely to meet rapidly growing demands for food, fresh water, timber, ﬁbre and fuel. This has
resulted in a substantial and largely irreversible loss in the diversity of life on Earth.
2. The changes that have been made to ecosystems have contributed to substantial net gains in human well-being and
economic development, but these gains have been achieved at growing costs in the form of:
• the degradation of many ecosystem services
• increased risks of nonlinear changes,
• the exacerbation of poverty for some groups of people.
3. These problems, unless addressed, will substantially diminish the beneﬁts that future generations obtain from ecosystems.
4. The challenge of reversing the degradation of ecosystems while meeting increasing demands for ecological services can
be partially met under some scenarios, but will involve signiﬁcant changes in policies, institutions and practices that are
not currently underway.

As beneficiaries and dependants of ecosystem services in direct and indirect ways, business therefore has an imperative
to ensure that the systems are maintained and protected. This implies gaining an understanding of how these systems
work: not as independent natural entities, but as a diverse system of entities (e.g. plants, animals, micro-organisms
and their non-living environment – together, the ecosystem, which consists of biodiversity) acting together to produce
the supporting environment and related services.
The problem is complex and is often associated with a confusion of value and price. The free services provided by
the natural environment have significant value and all businesses rely on these daily. However, the value is seldom
fully recognised in a world focused on monetary price, in which systemic linkages between habitats, species and the
delivery of those services are poorly understood. The pressure on businesses to maximise short term financial profit is
an exacerbating factor.
It is critical for businesses to recognise the link between their business interests and the need for maintaining
healthy, functioning ecosystems. It is true that the relationship between business and biodiversity is more obvious in
some industries than others, with some industries’ profitability depending directly on the health of ecosystems and
biodiversity through their operations, such as agribusinesses, food production and tourism. Other industries, such
as cosmetics and pharmaceuticals, also depend on biological material and genetic resources in the creation and
manufacture of their products.
However, all companies, in all sectors, can affect and be affected by equally strong drivers such as impacts on customers
or reputation, access to capital, choice of supply chain, culture to waste etc. Even the financial sector can have a major
impact through project financing.

What are the risks and opportunities?
Beyond ethical and environmental considerations, there are solid economic reasons for companies to consider the
risks and opportunities inherent from their impacts and dependencies on biodiversity and related ecosystem services.
Some risks include:
•

operational risks - the increased scarcity and cost of raw materials;

•

regulatory risks – needing a licence to operate;

•

market access risks – the demand for environmentally friendly products/companies;

•

access to finance and capital – more demands from financial institutions;

•

brand and reputational risks – negative corporate image and bad publicity will affect shareholder confidence and
affect profitability in the long run;

•

clean up and compensation costs – in the event of something going wrong;

•

insurance costs – insurance companies will increasingly consider the risks associated with environmental
degradation and will pass on associated costs to their customers.

4

In addition to the potential added risk and cost, there are also significant opportunities that businesses can take
advantage of, including:
•

New technologies and products that will serve as substitutes, reduce degradation, restore ecosystems or increase
efficiency of ecosystem service use;

•

New markets – such as water quality trading, certified sustainable products, wetland banking and threatened
species banking;

•

New businesses – such as ecosystem restoration and environmental asset finance or brokerage;

•

Increased market share – businesses seen to be green leaders are increasingly favoured by consumers;

•

New revenue streams – for assets currently unrealised, such as wetlands and forests, but for which new markets
or payments for ecosystem services could emerge;

•

Increased brand equity –differentiating your brand as one seen to be benefitting the community and environment;

•

Enhanced loyalty of employees – most employees want to work in a company that they feel is making a positive
impact on the world;

•

Long term viability of business – if products are used in a sustainable fashion then they will be available for a
longer term;

•

Cost control – cleaner and more streamlined supply chains means less waste and lower costs;

•

Innovative financing products – green bonds, use of carbon trading and flexible mechanisms.

Global and local initiatives
Various international studies support the view that there will be increasingly strong demands on businesses to be able
to measure and report on actions to conserve as well as sustainably use and share the benefits of functional ecosystems
and biodiversity5. Global examples include:
•

The 2010 report on The Economics of Ecosystems and Biodiversity (TEEB 2010), initiated by the environment
ministers of the G8 countries and the five major newly industrialising countries, which drew attention to the global
economic benefits of biodiversity and highlighted the growing costs of biodiversity loss and ecosystem degradation.

•

The UN Convention on Biological Diversity meeting held in Nagoya, Japan in October 2010, which agreed that
countries should adapt their National Biodiversity Strategies and Action Plans by 2012 to support implementation
of the Convention on Biological Diversity’s new 2020 biodiversity targets and other commitments. South Africa is a
signatory to this convention.
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Stigson, B. (2011). Foreward. Gude to Corporate Ecosystem Valuation:
A framework for improving corporate decision making. World Business Council for Sustainable Development.
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Locally, a number of existing initiatives have been highlighted (in a workshop conducted in 2010 by the Centre for
Responsible Leadership at the University of Pretoria), including references to the South African National Biodiversity
Institute’s programmes with mining and biodiversity, specifically with grasslands (biodiversity, mining, agriculture),
the WWF-SA’s Wine and Biodiversity initiative, the Department of Environmental Affairs’ Green Economy Summit (May
2010) – backed by the UNSEED initiative6, the work that staff members at the University of Pretoria are doing with
regard to payment for ecosystem services, and the Business Biodiversity Offsets Programme (BBOP7). Other existing
assets also included NGO/conservation forums and the national biodiversity planning forum.
However, despite the existence of various approaches to address the business and biodiversity interface, efforts are
either fragmented, or sector-specific. A need remains for general principles with regard to biodiversity management in
business, linking into other environmental and business management processes.

The business response
Business approaches to managing their impacts and dependencies on biodiversity would differ, depending on the
type of industry and its associated impacts or linkages with the ecosystem, and there is still much uncertainty in the
business community in terms of how to best develop their own responses, and measure and report their actions. Some
recent developments may be helpful in this regard:
•

The International Finance Corporation (2011) offers useful generic steps that businesses could take with regard to
both risks8 and opportunities9, and highlights numerous challenges associated with business responses, in order to
assist businesses in preparing for such challenges.

•

The Economics of Ecosystems and Biodiversity study (TEEB 2010)10 is due to publish a more detailed Earthscan
book version of the ‘TEEB for business’ report. This publication will aim to provide practical guidance on issues and
other duties created by the integration of ecosystem and biodiversity related considerations into mainstream
business practices.

•

Another valuable report that has recently been published by the World Business Council for Sustainable Development
(WBCSD 2011)11 , is the Guideline for Corporate Ecosystem Valuation: a framework which provides a process to
explicitly value and account for ecosystem costs and benefits in business decision-making. This tool converts
(mostly) ecosystem dependencies and impacts into a financial metric, which is influential in decision-making
However, information generated during the process of corporate ecosystem valuation is significant in itself, and
can be integrated with other aspects of business decision-making.

Questions directors should be asking
Whilst the board may delegate certain functions to internal or external specialists, they would still need to exercise
effective oversight in terms of their fiduciary duties. In doing so, the board would need to be asking the right questions
and challenging the information that is provided to them.
Whilst different industries face very different challenges in mainstreaming biodiversity into business policies and
practices, some of the generic questions companies should be considering are:
•

Is your business thinking broadly enough about biodiversity and other environmental issues? Have you included
biodiversity considerations in our strategy? Do you need better information on this topic to inform our strategy and
response?

•

Are these issues appropriately integrated into your assessment of risks and opportunities? How can your business
better avoid, minimize and mitigate the business risks from biodiversity issues? How can your business grasp and
capitalise on biodiversity business opportunities? Are environmental impact assessments conducted on the
company’s behalf being robustly challenged internally to ensure the company is not exposed due to ill considered risks?
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UN programme – Supporting Entrepreneurs for Sustainable Development - www.seedinit.org
http://bbop.forest-trends.org/index.php
www.ifc.org/ifcext/sustainability.nsf/Content/BiodiversityGuide_Addressing_Risks
www.ifc.org/ifcext/sustainability.nsf/Content/BiodiversityGuide_Addressing_Opportunities
www.teebweb.org
http://www.wbcsd.org
Adapted from http://www.teebweb.org/ForBusiness/tabid/1021/Default.aspx

•

Has your business identified and assessed your own impacts and dependencies on biodiversity and ecosystem
services using available guidance material? In particular, have you considered such issues adequately with regard
to, amongst others:
- Acquisition and development of land
- Use and discharge of water
- Impacts on sourcing, our supply chain and manufacturing processes

•

Has your business developed relevant information systems, set SMART targets, measured valued performance and
reports on results?

•

How can your business support wider efforts to value and conserve biodiversity and ecosystem services?

•

How can your business engage with business peers and other stakeholders (government, civil society) to improve
biodiversity guidance and policy?

Conclusion
There is increased recognition that mainstreaming ecosystem considerations into business is becoming increasingly
important in order to deal with the challenges of a resource constrained world. The developments around ecosystem
valuation are significant, and businesses can anticipate that they will be more consistently incorporated into public
policies, regulations, and political decisions.
The reality remains that business and enterprise have a huge role to play in the management and safeguarding of
and investment in the Earth’s natural capital. The imperative of mainstreaming business practices which incorporate
ecosystem- and biodiversity-related considerations, is bound to grow in significance, and will be an increasing reality
for virtually any type of business, including those with direct impacts on ecosystems and biodiversity, those that depend
on healthy ecosystems and biodiversity for production, those industry sectors that finance and undergird economic
activity and growth, and those that are selling ecosystem services or biodiversity-related products12.
What should you be doing as a responsible leader? As a director there is no requirement that you become an expert
on issues like biodiversity. You have an obligation to understand its impact on your business, and the impact of the
business on biodiversity so that better and more informed decisions can be made.
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