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The consequences of the twin crises of climate
change and nature collapse have never been

more evident, with temperatures soaring, wildfires
raging, food supplies at risk and freshwater supplies
dwindling. Household and personal care products
play an important role in protecting the health and
well-being of individuals, families and communities,
but we know that our sector contributes to the
drivers of nature loss through land conversion,
water extraction, greenhouse gas emissions and
pollution. The sector is also heavily dependent

on nature, especially when it comes to the raw
materials in our products.

Our customers and investors expect us to adopt
sustainable practices and develop products that do
no harm. They also want us to be transparent and
accountable for any nature- and biodiversity-related
impacts throughout our supply chains. However,
many companies find the issue very complex. They
struggle to understand the implications of nature
and biodiversity collapse on their business. They
find it hard to set meaningful targets and identify
tangible actions to stop doing harm or turn towards
regeneration.

Best practices and leadership are now emerging
as frameworks and guidance for materiality
assessments and prioritization become available.
Businesses in the household and personal care
products sector are making commitments to
protect nature, such as reducing emissions and
decreasing downstream discharges, waste or
toxicity. We are also starting to see sector-wide
collaboration to address common barriers or to

scale up solutions and accelerate transformation
collectively. But there is far more that can and
must be done to keep up with the ambition of the
Kunming-Montreal Global Biodiversity Framework.

This report sets out our sector’s reliance on and
relationship with nature and gives us a clear
pathway to reduce our individual business and
sector impacts on nature. In the coming years, we
must continue to reduce freshwater withdrawal,
source responsibly, address plastic pollution and
become more circular. This starts by assessing
and prioritizing all of the material impacts that our
business has on nature, from the supply chain to
production, downstream use and end of life.

We need to encourage our consumers to join us on
this journey. As a sector that focuses on household
and personal care products, we are uniquely
placed to help shift consumer behaviour in support
of a nature-positive future. Through our products
and brands, we can inspire individuals to make
informed decisions and opt for greener products,
while repurposing and recycling wherever relevant.
Between us, we can drive demand for nature-
positive innovations.

And we need to act together. Collaboration and
cooperation are essential if we are to prevent
catastrophic ecosystem collapse. Each of our
organizations must prioritize the actions outlined

in this report and play our part in shaping an
industry that not only fulfils our everyday needs but
also secures a flourishing planet for generations

to come.

Nature Positive: Role of the Household and Personal Care Products Sector 4
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Man does not weave this web of life.
He is merely a strand of it. Whatever he
does to the web, he does to himself.

Chief Seattle, Indigenous Leader of the
Suguamish and Duwamish people

John T. Colas

Partner and Vice-Chairman,
Financial Services America,
and Global Co-head,
Climate and Sustainability,
Oliver Wyman

On 6 July 2023, Earth recorded its hottest day

on record, according to the World Meteorological
Organization, during what is expected to be the
hottest month ever. And 2023 is well on its way to
becoming the hottest year. Ocean temperatures are
higher than they have ever been in modern times,
leading to rising sea levels, more intense storms
and faster-than-usual ice loss in the Arctic in June,
according to the National Snow & Ice Data Center
in the US.

All this heat is taking a toll on people and nature.
Thousands of people are dying from prolonged
heatwaves, while the loss of habitats and breeding
grounds accelerates on land and at sea. The World
Economic Forum’s New Nature Economy Report
estimates that more than half the world’s gross
domestic product (GDP) is moderately or highly
dependent on nature and its services, meaning
companies and investors cannot afford to delay
actions to reverse climate change and prevent
nature loss any longer. The world is at a tipping
point and only aggressive action can pull it back
from unimaginable suffering.

While the 2015 Paris Agreement and the 2022
Kunming-Montreal Global Biodiversity Framework
have provided governments and businesses

with goals and targets, industries need sectoral
guidance on strategic ways forward. This is
particularly true when it comes to preventing nature
loss, which poses an inherently complex set of
issues to tackle.

Akanksha Khatri
Head, Nature and Biodiversity,
World Economic Forum

The World Economic Forum, in collaboration with
Oliver Wyman, has spent the past year gathering
data and insights through research, expert
consultation and industry interviews that have
enabled us to prepare the Sector Transitions to
Nature Positive series of reports. These focus on
three sectors: chemicals, household and personal
care products, and cement and concrete. This
initiative is part of a broader collaborative effort
with Business for Nature and the World Business
Council for Sustainable Development.

Halting climate change and nature loss are
inextricably intertwined. Therefore, corporate and
investor action to address these twin challenges
must also be complementary and push forward
simultaneously. Investing in nature is more than just
good risk management. Companies that take bold
steps today towards a net-zero, nature-positive
business model will undoubtedly enjoy competitive
advantages. This will stem from more resilient and
sustainable supply chains, a positive public image,
innovative green products and greater support from
the financial sector.

If we are to stay within safe and just Earth system
boundaries and maintain a sustainable planet, there
is no time to delay.

Nature Positive: Role of the Household and Personal Care Products Sector 5



Executive summary

Today, the resources humanity is using are
equivalent to that of 1.75 Earths.! Humans have
exceeded seven out of eight globally quantified safe
and just Earth system boundaries and risk crossing
irreversible tipping points.?

The household and personal care products
sector® is central to dalily lives. Its products, from
shampoos and beauty products to detergents

and disinfectants, have significantly enhanced
well-being and living standards by promoting
hygiene, convenience and aesthetic appeal in daily
routines and environments. The sector generates
approximately $700 billion in annual revenues,*
sometimes, however, at the expense of the
environment. It is imperative for the household and
personal care products sector to take actions to
contribute to a nature-positive and net-zero future
and to ensure it operates within the Earth’s safe and
just system boundaries.®

The call for the transition to “nature positive” has
never been louder. In 2022, 196 parties signed up to
the Kunming-Montreal Global Biodiversity Framework
(GBF), with the global goal to halt and reverse nature
loss by 2030 and full recovery by 2050. A global,
legally binding treaty to address plastic pollution will
come into force at the end of 2024.5 Meanwhile,
regulators are moving towards mandatory nature-
related disclosures from companies.

The nature-positive transition is synergistic to
companies’ net-zero commitments. Nature-based
solutions can contribute up to 37% of the emissions
reductions required by 2030 to keep global
temperature increases below 2 degrees Celsius.’
Accordingly, companies need solutions to address
climate change and nature loss together.

For companies in the household and personal

care products sector, this is a unique opportunity
to get ahead of regulation, proactively manage
nature-related risks, build a sustainable and resilient
supply chain and benefit from early commercial
opportunities in the transition.

Businesses in the sector have started committing
to take action on sustainability issues.2 However,
while recognizing these efforts, more needs to be
done. The sector still contributes to drivers of nature
loss, such as land conversion and deforestation
from upstream production that uses plant-based
feedstocks and raw materials (including palm oil or
rapeseed). The manufacturing and downstream use
of products consume significant volumes of water,
while improper management may lead to plastic
pollution on land and in water and oceans.

This document summarizes the sector’s key
impacts and dependencies® on nature and sets out
sector-specific actions that corporate leaders can

Nature Positive: Role of the Household and Personal Care Products Sector 6



start to take now to transform their businesses. The
household and personal care products sector has
a key role to play in halting and reversing nature
loss by 2030 — the mission at the heart of the GBF.
Priorities include the following:

1.

Improve water stewardship throughout the
value chain.

Reduce water consumption and pollution to
protect nature and minimize vulnerability to
increasing risks from reduced water availability
and quality.

Key levers to improve the stewardship of

both surface water and groundwater include
assessing and prioritizing water-related material
risks, completing a full water audit, upgrading
direct manufacturing operations and recycling
wastewater, engaging with customers to reduce
downstream water use and pollution, and
restoring water basins.

Source responsibly and replace feedstocks
with sustainable bio-based or other
renewable materials with careful evaluation
of trade-offs.

When sourcing, ensure that procurement criteria
and supplier assessments address nature-
related priorities such as deforestation-free
commitments, using certified raw materials and
favouring raw materials that are not endangered
or overexploited.®

Support suppliers and farmers and work with
local communities to promote sustainable and
regenerative agriculture and other practices that
support biodiversity."

Greater transparency and traceability will deliver
better data on impacts and dependencies,
which in turn will help measure each end
product’s nature footprint.

Explore shifting to bio-based or other renewable
feedstocks to help lower dependence on fossil
fuels while reducing ecotoxicity and (potentially)
synthetic allergens.' An assessment of the
overall environmental and social impact of bio-
based versus petrochemical feedstocks, along
with a balanced approach to net-zero emissions
and nature-positive solutions, is needed to
address trade-offs.™

Influence customer behaviour on product use
and disposal through educational measures
and greater transparency on impacts.

Step up business-to-business (B2B) and
business-to-consumer (B2C) engagement to
take advantage of growing consumer interest in
nature positive.

Key levers include providing greater
transparency to allow consumers to make
informed decisions, producing educational
information on the most sustainable use of a
product (e.g. volume of water or size of dose
required), contributing to public engagements
to help shift behaviours and beliefs to reduce
unnecessary consumption and downstream
pollution, and working with downstream
business partners (for companies that are
producers in the B2B market).

Support nature conservation and restoration
through investment in responsible business
practices and nature-based solutions.

Contribute to nature conservation and
restoration — including through improved
practices along supply chains, directly launching
corporate projects, joining global initiatives such
as clean-up efforts or innovative nature financing
mechanisms such as payment for ecosystem
services or nature restoration funds.

Partnerships on conservation projects with
environmental NGOs, governmental agencies
and local communities are crucial to put
environmental and social safeguards in place
and ensure the effectiveness of such initiatives.

Expand circularity; create innovative,
sustainable products and packaging; and
engage in progressive collective action and
policy advocacy.

Incorporate circularity by upgrading
manufacturing processes to recycle water
and energy, developing innovative packaging
designs and refillable products, and facilitating
efficient recycling and waste management.

By increasing investment into the research and
development of nature-conscious products,
such as waterless formulation or no-rinse
products, companies can tap into new markets.

Leading companies are encouraged to engage
with policy-makers in progressive collective
action. With ongoing negotiations on a UN
treaty on plastic pollution, companies now have
the opportunity to influence, pave the way and
get ahead of forthcoming regulation.

These priority actions could unlock more than
$60 billion in annual business opportunities by
2030 for companies operating across the sector’s
value chain, presenting a significant opportunity for
the household and personal care products sector in
the new nature-positive economy.

Nature Positive: Role of the Household and Personal Care Products Sector 7



Introduction

Most of the world’s top 500 companies
have a climate target — but just 5% have
one for biodiversity. Given how dependent
the global economy is on nature, the
private sector urgently needs to help halt
and reverse nature loss this decade.

Nature Positive: Role of the Household and Personal Care Products Sector 8



® 37% of

the emission
reductions required
by 2030 to keep
global temperature
increases under 2
degrees Celsius
will come from
nature-based
solutions.

FIGURE 1

Nature is at a tipping point. Today, the resources
humanity uses are equivalent to that of 1.75
Earths.' This means that the ecological footprint, a
measure that sums up the demands for biologically
productive areas like food, timber, fibre, carbon
sequestration and infrastructure, exceeds the
Earth’s capacity by 75%.1%

Achieving net-zero emissions and tackling nature
loss are two priorities, both for society and business,
that are highly interdependent. Climate change is one
of the five key drivers of biodiversity loss, according
to the Intergovernmental Science-Policy Platform

on Biodiversity and Ecosystem Services (IPBES).¢"7
Land-use change, principally agricultural commodity-
driven deforestation, contributes 12-20% of global
greenhouse gas emissions.'® At the same time,
efforts to tackle climate change cannot succeed
without safeguarding nature. It is estimated that

37% of the emission reductions required by 2030 to
keep global temperature increases under 2 degrees
Celsius will come from nature-based solutions. '

There is now global agreement that climate,
biodiversity, surface water and groundwater are
all components of the Earth’s vital systems?® and
climate goals cannot be reached without healthy

Safe and just Earth system boundaries

Climate
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and resilient nature. Razan Al Mubarak, UN Climate
Change High-Level Champion for the United
Nations Climate Change Conference (COP28)

and Co-Chair of the World Economic Forum
Champions for Nature community, acknowledged
this in June 2023 when she declared that nature

is “not ornamental, but fundamental” in the quest
for a net-zero emissions and resilient future.?!
Standard setters have also begun to recognize the
relationship between climate change and nature
and are increasingly looking to align efforts, as seen
in the linkages between the Science Based Targets
initiative (SBTI) Forest, Land and Agriculture (FLAG)
targets? and the targets for land from the Science
Based Targets Network (SBTN).2

In May 2023, the Earth Commission published

the first quantification of safe and just Earth

system boundaries, developed by more than 40
researchers worldwide.?* The eight boundaries
encompass aerosols, biosphere, climate, freshwater
and nutrients at global and local levels. Staying
within these boundaries will require a transformation
of societies and the global economy.?® Seven

of them have already been exceeded, including

the boundaries for natural ecosystem area,
groundwater and surface water (see Figure 1).
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Source: Rockstrom, J. et al.?®



1.1

The importance of nature is swiftly rising for
businesses in the real economy, as well as for

the financial services industry and investors. The
evidence for rising nature-related risks is mounting:
in the Global Risks Report 2023 by the World
Economic Forum,?” six out of the top ten risks are
environment-related. Natural disaster, biodiversity
loss and ecosystem collapse, as well as natural
resource crises, were identified as the third, fourth
and sixth most pressing global risks over the next
decade, respectively. In parallel, the calls for rapid

FIGURE 2
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196 parties agreed on the landmark
Kunming-Montreal Global
Biodiversity Framework (GBF) in
December 2022

GBF Target 15 explicitly calls for
mandatory assessment and

Global
Biodiversity
Framework

disclosure and to reduce business's N Z

negative impact on nature

Businesses

7 N

Recent studies show 85% of
consumers indicate that they
have shifted their purchase
behaviour to be more sustainable
in the past five years

The Union for Ethical BioTrade
(UEBT) Biodiversity Barometer has
shown consistent growth in
biodiversity awareness among
consumers over the past decade

Customers
& employees

The Kunming-Montreal Global
Biodiversity Framework (GBF)

The agreement of the GBF in December 2022%°
set the ambition to halt and reverse biodiversity
loss, calling for a collective effort from all sections
of society on the four goals and 23 targets by
2030. The GBF charts the path for biodiversity, in
the same way the 2015 Paris Agreement did for
climate change.

The GBF is expected to influence business action®!
through policy, regulation and financial incentives,
especially Target 15 on mandatory assessment

and standards

institutions
& investors

Why nature matters for businesses

change are getting stronger and more frequent,
coming from policy-makers, regulators, investors,
companies, consumers and citizens (see Figure 2).

Companies that can get ahead of the risks from
nature loss can minimize disruption from incoming
policy and regulatory requirements, proactively
manage nature-related physical, transition and
systemic risks,?® and benefit from early opportunities
to move towards nature positive.

Key nature-related dynamics impacting businesses?

e

Taskforce on Nature-related Financial
Disclosures (TNFD) released in
September 2023

International Sustainability
Standards Board (ISSB) to incorporate
nature and biodiversity requirements

Guidance

EU’s European Sustainability
Reporting Standards (ESRS) under
development

Science Based Targets for Nature
(SBTN) released its first guidance

Financial .
(AN

Nature Action 100 to leverage
investor influence on businesses

140 financial institutions with

€19.7 trillion in assets under
management signed the Finance for
Biodiversity Pledge

and disclosure, Target 16 on supportive policies

for sustainable consumption choices, reducing
overconsumption and waste generation, and Target
18 on eliminating environmentally harmful subsidies
and aligning incentives.

Guidance and standards

Many regulators will soon require mandatory nature-
related disclosure from companies. For example,
the European Sustainability Reporting Standards
(ESRS) under the Corporate Sustainability Reporting
Directive (CSRD)*? of the European Union (EU) will

Nature Positive: Role of the Household and Personal Care Products Sector 10



® In the past two
years, 140 financial
institutions with
€19.7 trillion in
assets under
management, have
signed the Finance
for Biodiversity
Pledge.

® 64% of Gen Zs
say they would pay
more to purchase
an environmentally
sustainable
product.

require companies in scope to disclose specific
metrics for their impact on nature and biodiversity,
as well as for their exposure to nature and
biodiversity loss. The EU Taxonomy for Sustainable
Activities has already identified activities such

as “the protection and restoration of biodiversity
and ecosystems” and “the sustainable use and
protection of water and marine resources”.*

Other nations are also introducing similar standards
and regulations. For example, companies in India®
are required by law to adequately identify, monitor
and manage environmental risks and disclose
material information, and must report on direct

and indirect impacts on biodiversity in ecologically
sensitive areas.

In July 2023, the International Sustainability
Standards Board (ISSB) of the International
Financial Reporting Standards (IFRS) Foundation
published the General Requirements for Disclosure
of Sustainability-related Financial Information (IFRS
S-1) and the Climate-related Disclosure (IFRS S-2).
Soon, ISSB may require companies to provide
additional transparency on impacts and risks related
to natural ecosystems and the just transition,
according to ISSB’s Chair Emmanuel Faber.® It is
expected that ISSB’s standards will be adopted

by regulators and made mandatory in some
jurisdictions in the near future.

Companies are encouraged to start collecting
data and build internal capacity according to
voluntary disclosure frameworks to get ahead of
the curve. For example, the Taskforce on Nature-
related Financial Disclosures (TNFD) has been
engaging companies over the past year and has
developed guidance for companies to assess and
disclose their impacts, dependencies, risks and
opportunities associated with nature.*®

Financial institutions
and investors

Existing and prospective investors and other
financial institutions are also taking actions on
nature. In the past two years, 140 financial
institutions with €19.7 trillion in assets under

management have signed the Finance for
Biodiversity Pledge.®” Institutional investors

are convening through the Nature Action 100
programme to engage with companies and policy-
makers on nature.®®

Financial institutions can play an important role

in the nature-positive transition, by regularly
screening and assessing investor portfolios for
biodiversity risks, engaging with high-risk investees
and mobilizing internal and external stakeholders
(especially clients), developing investment policies
and strategies, and sharing lessons and engaging
in relevant initiatives such as TNFD and the Science
Based Targets Network (SBTN).*

Consumers and employees

Similarly, wider society and other stakeholders,
such as employees and consumers, are raising their
expectations for corporate action to protect nature
and biodiversity.

In the Union for Ethical BioTrade’s 2022 Biodiversity
Barometer,*° loss of biodiversity was the second
most urgent environmental concern for consumers
after climate change. In countries such as Brazil and
China, the concern comes out on top, with 54%

of consumers wanting information on a product’s
impact on biodiversity. A survey by Simon-Kucher
& Partners in 2021 showed that 85% of consumers
have made changes to their purchasing behaviour
in the past five years to become more sustainable.*!
Similarly, a survey conducted by Nielsen in 2018
indicated that over 81% of consumers worldwide
feel strongly that companies should help improve
the environment.*?

Additionally, employees are elevating their
expectations regarding their employers’
commitment to protecting nature and biodiversity.
For example, a global survey by Deloitte in 20224
found that protecting the environment remains a top
priority for Gen Zs and millennials. They want to see
their employers prioritize visible actions that enable
employees to get directly involved, while 64% of
Gen Zs said they would pay more to purchase an
environmentally sustainable product.



1.2

® While 83% of
Fortune Global 500
companies have
climate change
targets, only 25%
have freshwater
consumption
targets and just 5%
have targets for
biodiversity loss.

FIGURE 3

The current approach to nature and biodiversity

Despite the increased momentum on nature over
recent years, not enough is being done. While

83% of Fortune Global 500 companies have
climate change targets, only 25% have freshwater
consumption targets and just 5% have targets for
biodiversity loss.* Only 5% of companies have
assessed their impacts on nature, with less than 1%
understanding their dependencies.*

Spheres of control and influence

Corporate

Product

Source: Adapted from Science Based

Targets Network.4”

According to Business for Nature, “nature positive’
represents a “global goal to halt and reverse
nature loss by 2030 with a view of full recovery by
2050."8 Individual companies, financial institutions
and investors can contribute to this shared goal
by adopting nature-positive strategies across their
spheres of control and influence, including at sites of
high-biodiversity importance, in their direct operations
as well as across their value chains (see Figure 3).
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Systems
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Nature is inherently complex and hence cannot

be measured with a single metric or methodology.
IPBES and SBTN define nature as “all non-human
living entities and their interaction with other living
or non-living physical entities and processes”.*®
TNFD defines nature as encompassing four realms
- land, ocean, freshwater and atmosphere — with
biodiversity being “an essential characteristic

of nature that enables ecosystem assets to be
productive, resilient and able to adapt to change.”*

Nature is also location-specific and not replaceable
or fungible, making well-conceived actions all the

FIGURE 4
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Source: Business for Nature and Science Based Targets Network.5®

As per the ACT-D framework, businesses can and
should act now to:

— Assess: Measure, value and prioritize your
impacts and dependencies on nature to ensure
you are acting on the most material ones.

— Commit: Set science-based targets to put your
company on the right track towards operating
within the Earth’s limits.

— Transform: Avoid and reduce negative impacts,

more urgent. For instance, a tonne of CO, has

the same impact on the atmosphere regardless of
where it is, but the ecological value of a tree in the
Amazon rainforest is not the same as that of a tree
in the boreal forests.*°

This report builds on the ACT-D high-level business
actions developed by the global coalition Business
for Nature: Assess, Commit, Transform and
Disclose,®" and the AR3T (Avoid, Reduce, Restore
& Regenerate, Transform) mitigation hierarchy
developed by the SBTN®? (see Figure 4).

ACT-D high-level business actions on nature and AR3T framework

AR3T

10 system»w,-de o

ke
X0
o

%6

RESTORE &
REGENERATE
Recover the state of nature

REDUCE

When prevention is not
possible, minimize impacts

AVOID
Prevent impacts on nature entirely

.

restore and regenerate, collaborate across land
and seascapes, shift business strategy and
models, and advocate for policy ambition.

— Disclose material nature-related information
across all three high-level actions above.®*

This report focuses on the Transform element of the
ACT-D framework and outlines concrete sector-
specific actions that companies are encouraged to
take to contribute to the transition to nature positive.

Nature Positive: Role of the Household and Personal Care Products Sector 13



1.3

It is important that these priority actions also follow
the SBTN’s AR3T framework, which encourages
businesses to:

— Avoid and Reduce the pressures on nature
loss, which would otherwise continue to grow

The road ahead

Climate action has already laid a lot of the
groundwork for nature and biodiversity action,
but companies and financial institutions should
now mobilize on a much shorter timeline and with
greater urgency.

The World Economic Forum, along with Business
for Nature and the World Business Council For
Sustainable Development (WBCSD), is building
out sectoral knowledge to support companies

to prioritize their actions to contribute to nature
positive. As nature impacts and dependencies
differ significantly across real economy sectors,

it is important to provide tailored, sector-specific
analyses and guidance for companies to
understand their relationship with nature and take
actions. A repertoire of executive summaries of all
sectoral guidance can be found on the Business for
Nature website.®

The World Economic Forum, in partnership with
Oliver Wyman, has conducted in-depth analyses
of three sectors: chemicals, cement and concrete,

— Restore and Regenerate so that the state of
nature can recover

— Transform underlying systems, at multiple
levels, to address the drivers of nature loss®®

and household and personal care products. This
report identifies and makes a business case for
sector-specific priority actions for the household
and personal care products sector.

Business and finance do not operate in a silo.

They need to take shared accountability and
collaborate with many stakeholders — including
governments, employees and citizens — towards

the collective goal of a net-zero, nature-positive

and socially equitable economy. With this in mind,
the priority actions presented in this guidance

are not designed to provide a complete and
comprehensive pathway to reach the nature-positive
goal, but will contribute to progress towards that
goal. Transitioning from current systems to a new
economic model necessitates a rethinking of many
existing processes. However, it is crucial that this
transformation does not exacerbate inequalities
across different regions and socio-economic groups.

Nature Positive: Role of the Household and Personal Care Products Sector 14



- Where the sector

Is today

As the sector comes under growing
scrutiny for its impacts on nature,
companies need to transform business
models and publicly report material
nature-related information.

Nature Positive: Role of the Household and Personal Care Products Sector 15



2.1

® Palm oil, a
common ingredient
in cosmetics

and detergents,
accounted for

7% of all global
deforestation from
2000 to 2018.

BOX 1

FIGURE 5

Upstream

Sector overview

The household and personal care products sector
is central to daily lives. Its products are being
consumed by virtually all individuals worldwide
and have significant intrinsic value, contributing

to well-being and standards of living. Consumer
goods companies have played an important role in
enabling societies to advance.

However, the sector’s activities sometime come

at the expense of the environment.>” For example,
the cosmetics industry alone produces around 120
billion packaging units annually,®® while palm oil, a
common ingredient in cosmetics and detergents,
accounted for 7% of all global deforestation from
2000 to 2018.5° Therefore the sector is critical in

the transition to a nature-positive and net-zero
economy, not least because of its direct interface
with and influence by individual consumer behaviour.

Definition of the household and personal care products sector

The scope of this report is defined by the
Sustainability Accounting Standards Board
(SASB)’s Sustainable Industry Classification
System (SICS) standard for “Consumer Goods
— Household & Personal Products”,?" which
comprises companies that “manufacture a wide
range of goods for personal and commercial

consumption, including cosmetics, household
and industrial cleaning supplies, soaps and
detergents, sanitary paper products, household
batteries, razors and kitchen utensils”. While the
products differ, they share similar manufacturing
processes and feedstocks, and therefore share
commonalities in impacts and dependencies.

Simplified value chain of the household and personal care products sector

Midstream/Direct operations

Downstream

Sourcing, manufacture
and preparation of raw
material and feedstock
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Water and energy supply
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FIGURE 6

The household and personal care products sector in numbers®

Sector in numbers

$700 bn

227

2.2

annual revenues

of global plastic waste
evades waste management
and goes into uncontrolled
environments

The sector is coming under increasing scrutiny
for its value chain impacts on water, land and
ocean, especially potential land conversion and
deforestation, as well as plastic pollution. For
example, the EU has agreed to introduce a new
regulation on forest-risk commodities®® which will
require companies to shift to deforestation-free
supply chains for commodities such as palm oil.
Political will to address the plastic waste crisis at

120 bn

Sector accounts for

packaging units
produced annually
for cosmetic products

of packaged
supermarket products
contain palm il

or derivatives

507%

global and national levels is also mounting, as seen
in ongoing negotiations to develop a legally binding
agreement to address plastic pollution.®*

This presents a unique opportunity for the sector
to address its nature impacts, strengthen its supply
chain resilience, and get ahead of forthcoming
regulation to build a unique competitive advantage.

Progress is promising but needs to accelerate

Companies in the sector are already acknowledging
their nature footprint and committing to take
actions. Below is a selection of corporate
commitments:

— Henkel®® seeks to achieve more than a 30%
share of recycled plastic for all packaging of
its consumer goods and to implement circular
water use at key manufacturing sites by 2030

— Natura®® aims to support the preservation of the
Amazon rainforest from 1.8 million to 3 million
hectares by 2030

— By 2025, Arbonne®” intends to divert over 90%
of waste, reduce water consumption by 20%
and energy consumption by 20% compared to
2019 figures

— B2B business Firmenich has published a
statement specifically on biodiversity calling out
five key material topics: supply chain, metrics,
innovation, products and enabling environment®®

— Unilever®® has committed to protecting and
regenerating 1.5 million hectares of land, forests
and oceans by 2030

— L’Oréal™ is working towards having a positive
impact on biodiversity in 100% of its industrial
sites and buildings by 2030

— L'Occitane™ has partnered with Kering to launch
a climate fund for nature to mobilize resources
to protect and restore nature

In recent years, the sector has transitioned towards
offering “nature-based” products, with 74% of
beauty and personal care companies’™ having
planned to launch “plant-based” products in

2020. The shift towards bio-based feedstock has
stimulated discussions on trade-offs on land-use
competition and safeguards on nature, biodiversity
and local community livelihoods to be put in place.

Meanwhile, the non-profit association Union for Ethical
Biotrade (UEBT) focuses on the ethical sourcing of
ingredients and is further investigating the relationship
between beauty products and biodiversity.
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While recognizing these efforts, more needs to most material ones; set transparent, time-bound,
be done. Corporate leaders should start now to specific, science-based targets when material; take
Assess, Commit, Transform and Disclose — as actions to transform their businesses; and track
per Business for Nature’s ACT-D framework —in a performance to publicly report material nature-
more systematic way. As noted in the Introduction, related information. For more information on tools
companies need to: measure, value and prioritize and guidance available for the ACT-D set of high-
their nature-related impacts and dependencies level actions, see Table 1.

across their value chains to ensure they act on the

TABLE 1 | Selected tools and guidance available for ACT-D high-level actions

Consult the Locate-Evaluate-Assess-Prepare (LEAP) approach from the Taskforce on Nature-related Financial
Disclosures (TNFD).”®

Assess
Follow the technical guidance to assess and prioritize from the Science Based Targets Network (SBTN).”™

Follow the technical guidance to set science-based targets for freshwater and land from SBTN.”

For companies in land-intensive sectors, refer to Science Based Targets initiative (SBTi) Forest, Land and Agriculture
Commit Guidance (FLAG) to set science-based targets that include land-based emissions reductions and removals.®

Use Business for Nature’s commitment list to locate relevant commitments and connect corporate efforts to
collective global action.””

Take inspiration from the World Economic Forum’s Sector Transitions to Nature Positive series of reports;’® invest
resources and commit management to deliver against clear targets.”

Transform

Consult the final recommendations from TNED for nature-related risk management and disclosures, published in
September 2023.

Disclose

Note: This table is non-exhaustive. For more tools and guidance,
see High-level Business Actions on Nature.



https://framework.tnfd.global/leap-the-risk-and-opportunity-assessment-approach/
https://sciencebasedtargetsnetwork.org/how-it-works/assess/
https://sciencebasedtargetsnetwork.org/how-it-works/prioritize/
https://sciencebasedtargetsnetwork.org/wp-content/uploads/2023/05/Technical-Guidance-2023-Step3-Freshwater-v1.pdf
https://sciencebasedtargetsnetwork.org/wp-content/uploads/2023/05/Technical-Guidance-2023-Step3-Land-v0.3.pdf
https://sciencebasedtargets.org/sectors/forest-land-and-agriculture
https://sciencebasedtargets.org/sectors/forest-land-and-agriculture
https://www.businessfornature.org/commit
https://www.weforum.org/reports/. industry-transitions-to-nature-positive-report-series
https://www.weforum.org/reports/. industry-transitions-to-nature-positive-report-series
https://framework.tnfd.global/
https://www.businessfornature.org/high-level-business-actions-on-nature

Nature-related impacts
and dependencies

Without corrective action, nature-related
risks will escalate, threatening profitability for
a sector highly dependent on nature.
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3.1 | Double materiality

The principle of “double materiality”, a concept

at the heart of the EU’s new CSRD, defines a
company’s impact on the environment and its
dependencies on it as highly interdependent (see
Figure 7). In other words, the economic activities of
businesses have impacts on both environment and

FIGURE 7 | Double materiality

Traditional materiality

Outside-in/
Financial materiality

nn
nn
nn

Examples of financial materiality

— Pressure on water availability and decline in quality affect
company profitability

— Soil erosion and degradation lead to decreases in agricultural
yields for agri-food companies

— Dirty beaches and coastal areas cause drop in tourism traffic and revenues

Source: World Economic Forum.&°

Household and personal care products interact
with nature through the production of their
ingredients (feedstock and raw materials sourced
from nature and agriculture), direct manufacture
and downstream use. As with many other
industries, this sector is dependent on a number
of environmental assets and ecosystem services
to function and grow — freshwater, in particular, is a
critical resource.

In addition, the household and personal care
products sector relies on commodities such as
palm oil, rapeseed oil and natural ingredients,
including plant extracts. For example, Firmenich, a
multinational manufacturer of flavours, fragrances
and active cosmetic ingredients, relies on more than

®

society (known as impact materiality or inside-out),
while concurrently, businesses also encounter risks
(and opportunities) arising from their dependencies
on the environment and society (known as financial
materiality or outside-in).

Double materiality

Outside-in/
Financial materiality

Inside-out/
Impact materiality

Examples of impact materiality
— Company activities affect water supply and quality
— Unsustainable agricultural practices lead to decrease in soil quality

— Irresponsible travel and tourism cause pollution and over-exploitation
of natural resources

430 different species from around the world.8' The
sector is also highly dependent on land to cultivate
and collect crops and plants used for feedstocks.

These dependencies strengthen the business case
for investing in protecting and restoring nature to
build a resilient supply chain and ensure the long-
term viability of the business model. Paradoxically,
however, the sector continues to contribute to
drivers of nature loss. Its impact on nature is driven
by water and other resource use, land-use change
and pollution — particularly plastics. Over 90% of
the impact of the consumer goods sector on nature
comes from its supply chains,®? so manufacturers
have an important role to play in their procurement
and product design.
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FIGURE 8

Top four drivers of nature loss in the value chain of the household

and personal care products sector

Midstream/

Upsteam

Direct operations

Downsteam

IS

Water use and
other resource use

v

v vd

o

Land-use change

Pollution

<
<

B0

Greenhouse gas
emissions

v
Vv
vd

<

Note: See methodology in the Appendix.

BOX 2

3.2

® In 2020,
consumer
companies reported
that the potential
financial impact of
water risks came to
$196 billion.

Conduct company-specific assessment of impacts and dependencies

The analysis on impact and dependencies
presented in Chapter 3 is a sector-average
analysis for companies in the household and
personal products sector, but company-specific
impacts and dependencies will vary according
to their specific activities, supply chains and
operational locations.

Water and other resource

The sector withdraws and consumes huge volumes
of water across its entire value chain. In particular,
water is used in the upstream production and
processing of feedstocks and the extraction of
raw materials. For example, bottled shampoo is
around 80% water.®® Large volumes are required

in midstream manufacturing activities to process
and dilute waste streams. Water is also used as
an ingredient for products and in their downstream
use. As a result, the personal care and household
products sector has a CDP Water Watch impact
rating of “critical” (highest category).®

Used water is often returned at a lower quality
than it was extracted, for example polluted with

chemicals or solid particulates (e.g. plastics), at a

Companies will need to conduct assessments

to locate their interface with nature and evaluate
their dependencies and impacts using company-
specific operational and supply chain information.
TNFD’s LEAP approach,® as well as the SBTN'’s
Step 1 (screen and assess) and Step 2 (prioritize)?*
are useful frameworks to guide companies
through their own assessment.

use

higher temperature or with a changed pH value.
This contributes to the long-term deterioration of
water quality.

The reduction in availability and quality of freshwater
has severe impacts on nature and also puts the
operations of companies in the sector at risk. In
2020, companies across the consumer staples
sectors (consisting of food, beverages and
agriculture as well as personal care and household
products) reported to US environmental non-profit
CDP that the potential financial impact of water
risks came to $196 billion. The cost of addressing
those risks is estimated at just $11 billion by the
same companies.®’
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3.3

® The shift to
more nature-based
products could
contribute to
further land stress
if no safeguards
are in place.

Both regulators and companies are taking

initiatives, recognizing that changes at a sector-wide
and global scale are necessary to alleviate water
stress. In March 2023, the UN Water Conference
concluded with a strong response to the global
water crisis, with water technology companies
committing $11 billion in research and development
to invest in innovative water solutions.®®

Apart from water, household and personal care
products manufacturers also use a variety of
renewable and non-renewable natural resources as

Land-use change

The upstream production of renewable and non-
renewable feedstock and raw materials required for
the household and personal care products sector
may lead to land conversion, deforestation and soil
degradation, due to drilling, quarrying, mining and
agricultural activities. For example, the production
of palm oil and rapeseed, widely used ingredients
in household and personal care products, has
been linked to widespread deforestation, driving
habitat and biodiversity loss and removing natural
carbon sinks. The conversion of land to palm

oil cultivation alone caused an average 629,000
hectares of deforestation each year from 2000 to
2018, accounting for 7% of all global deforestation
and 29% of deforestation in Asia over the period,
according to the UN’s Food and Agriculture
Organization (FAO).®

The extraction of fossil fuels and other depletable
natural resources can also result in substantial
disruption of land, leading to the destruction of
ecosystems and habitats and ultimately driving
biodiversity loss.

As the sector transitions towards offering more
nature-based products, it will be dependent on
larger areas of land to cultivate the crops and plants
used for feedstocks. If there are no safeguards

in place, this shift could contribute to further land

inputs that are sourced upstream. Petrochemical
feedstocks including petroleum jelly and mineral oils,
bio-based feedstocks such as palm oil, and natural
raw materials like plant extracts and plant oils are

all key ingredients of many products. Moreover,
fossil fuels are used to produce plastic packaging.
The extraction and processing of natural resources
poses a threat to both land and marine ecosystems,
often leading to the destruction of habitats. The
harvesting of plants might have a direct impact on
the biodiversity of flora, depending on the ecological
sustainability of sourcing practices.

stress, with competition for land on the rise due
to growing demand for feed, food, fibre, other
natural ingredients and fuel in the global economy.
Companies need to consider carefully the holistic
environmental footprint across their entire supply
chains when using bio-based feedstocks.

The sector’s dependence on land availability and
quality highlights the risk to companies arising
from the loss of those natural assets. The sector’s
increased use of plants and renewable natural
resources assumes that maintenance services,
such as pollination, soil quality regulation and
other services, are available and consistent for the
production of natural ingredients. This dependency
puts the sector at risk as ecosystem assets and
services are threatened and depleted.

Governments’ awareness of the importance of

land quality is increasing, as are their safeguarding
actions. For example, the EU’s regulation on land
use, land use change and forestry (LULUCF),*®®
adopted in 2018, requires any deforestation to be
compensated by an equivalent afforestation effort
or by improving sustainable management of existing
forests. The EU soil strategy for 2030°" will also be
a key mechanism to ensure action to protect the
quality of land.
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3.4

® The EU has
banned the use of
1,300 chemicals

in cosmetics, for
various reasons,
including damage
to the environment.

Pollution

While the sector is taking actions to manage
waste, it continues to pollute air, soil, water and
ocean, particularly in jurisdictions where regulatory
standards and enforcement are weak, and where
there is a lack of waste infrastructure.

Pollution happens at all stages of the value chain.
The sector’s upstream feedstock production and
midstream manufacturing activities often cause
pollution of the atmosphere, land and water with
harmful or toxic chemicals (e.g. surfactants), solid
particulate matter (e.g. microplastics) and excess
nutrients, disrupting natural ecosystems.?” The
manufacturing process also generates by-products
and waste.

Pollution is of particular concern in the downstream
use and end-of-life phases. Many household and
personal care products are designed to be used
with water and disposed of in waste streams. As a
result, substances detrimental to the environment
enter waterways and the ocean. For example,
oxybenzone,® a chemical used in sun creams to
slow the absorption of UVA and UVB rays, is toxic
to coral reefs and other marine life. Small particulate
matter (e.g. microplastics) and solids (e.g. wipes,
face masks, nappies and packaging) are major
sources of pollution and harmful to land and
aquatic species.

Regulation is emerging to prevent the use of
harmful chemicals in consumer goods, while the
formulation of cosmetics, in particular, is receiving
greater scrutiny. Examples include the bans by the
UK and US governments on microbeads in rinse-
off cosmetics,* % or Hawaii’s ban on dangerous
chemicals in sunscreens.® The EU has a growing
list of banned chemicals: in cosmetics, for example,
the bloc has banned 1,300 chemicals® for various

reasons, including damage to the environment. This
has increased pressure on cosmetics manufacturers
to create cleaner product formulations.

Of all forms of pollution, plastic waste is one of
the most visible. It is estimated that 12% of all
plastic waste comes from the consumer goods
sector.?® Globally, only 9% of plastic is currently
recycled each year, with aimost 22% evading
waste management and going into uncontrolled
environments, including burning in open pits or
disposal in terrestrial or aquatic environments.®
Plastic has been found in the guts of more than
90% of the world’s sea birds'® and in March 2022
scientists found microplastics in human blood. ™

Political will to address the plastic pollution crisis at
global and national levels is mounting. The UN-led
negotiation process on plastic waste provides a
tangible avenue for change, offering member states
a platform and a mechanism to advocate for their
individual needs in relation to plastic pollution. Upon
its culmination at the end of 2024, a global, legally
binding treaty will come into force. The changing
regulatory environment with, hopefully, a level-playing
field could encourage good practice and penalize
bad. At the same time, new business models and
innovations to address plastic pollution, such as
refill businesses or alternative packaging, are rapidly
emerging and present commercial opportunities.
Addressing plastic pollution could have a major
positive impact: for example, reusing only 10-20%
of plastic products could prevent the equivalent of
nearly 50% of marine plastic pollution every year.'®

Progressive consumer goods companies have
the opportunity to pave the way and get ahead of
forthcoming regulation — a unique opportunity to
create a competitive advantage.
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3.5

® Plastic
production alone
generates 3.4%
of GHG emissions
globally, higher
than aviation’s
carbon footprint.

Greenhouse gas emissions

The sector contributes to greenhouse gas (GHG)
emissions across its value chain, with Scope

3 emissions'® accounting for around 80% of
total emissions intensity in the consumer staples
sector.'® However, the extent of the sector’s
emissions can vary depending on factors such as
the specific products, production methods and
company practices.

In the upstream supply chain, the production
of personal care and household products often
involves resource extraction, manufacturing,
transportation and packaging, all of which can
generate GHG emissions. For example, the
extraction of raw materials, such as petroleum
for plastics or palm oil for soaps, can have
carbon-intensive processes. Plastic production
alone generates 3.4% of GHG emissions
globally,™ higher than aviation’s carbon footprint
(approximately 2% of GHG emissions).%

Manufacturing in the sector also releases GHG
emissions, although relatively lower than emissions
in the upstream or downstream phases. For
example, GHG emissions can arise from chemical
reactions, heating, cooling and packaging, as

well as from the operation of office buildings,
warehouses and distribution centres.

Downstream use is another important source

of the sector’s emissions. Unilever reports that
two-thirds of its emissions occur “when they leave
the shelves and go home with our consumers”.'%
This includes, for example, having a hot shower or
doing the laundry. Last but not least, packaging
materials, particularly plastics, can contribute to
GHG emissions throughout their life cycle, from
production to disposal.

The sector is already taking actions to tackle its
emissions, engaging in both climate mitigation and
adaption. The Consumer Goods Forum proposes
three low-carbon solutions: energy efficiency

and conservation; production and financing

of renewable energy; and switching fuel and
technology.'®® For companies in the household and
personal care products sector, a crucial approach
to avoid Scope 3 emissions is to commit to a
deforestation- and conversion-free supply chain
and transition towards being forest-positive.'®®

The SBTi's FLAG guidance''® serves as a valuable
resource to reference in achieving this goal. At the
same time, climate change adaptation is key to
avoiding supply chain disruption and economic
losses, as well as pivotal to protecting and
strengthening community and ecosystem resilience
via nature-based solutions.™"



Five priority actions
By prioritizing water stewardship,
responsible sourcing, behavioural change,
nature conservation and circularity, the
sector can unlock $62 billion per year of
additional value by 2030.
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FIGURE 9
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There are five priority actions for the household and
personal care products sector to take (see Figure
9). Companies can contribute to a nature-positive
future by prioritizing actions to: 1) improve water
stewardship, 2) source responsibly, 3) influence
customer behaviour on product use and disposal,
4) support nature conservation and restoration,
and 5) expand circularity, product innovation and
collaboration.

Given how much of the sector’s impacts are
upstream and downstream, these priority actions
require companies to actively engage with
suppliers, retailers, customers and consumers and
industry peers to transform their value chains. While
most of these actions are already being employed
or gradually rolled out by businesses, this report
calls for accelerated efforts in the household and
personal care products sector.

Five priority actions for household and personal care products sector

RESTORE &

AVOID

The transition to a nature-positive business model
presents vast opportunities for companies in this
sector. The Forum’s Future of Nature and Business
report estimated that a full nature-positive transition
in the global economy could create $10.1 trillion of
annual business opportunities by 2030.'"?

Out of this amount, estimates show that
undertaking the priority actions for the household

Improve water stewardship throughout
the value chain

2

Source responsibly and replace feedstocks
with sustainable bio-based or other renewable
materials with careful evaluation of trade-offs

3

Influence customer behaviour on product
use and disposal through educational measures
and greater transparency and traceability

4

Support nature conservation and restoration
through investment in responsible business
practices and nature-based solutions

5

Expand circularity; create innovative, sustainable
products and packaging; and engage in progres-
sive collective action and policy advocacy

and personal products sector could unlock
approximately $62 billion of annual cost savings and
revenue upside by 2030 for businesses operating
across the sector’s value chain. In particular,
embracing circularity and transforming its business
model present significant business opportunities
(see Figure 10).
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BOX 3 | Opportunity sizing methodology to arrive at the $62 billion figure
The Forum’s Future of Nature and Business market potential for the household and personal
report, published in 2020, identifies about 60 care products sector was estimated across
major business opportunities in the nature- each selected opportunity, using the global GDP
positive economy and estimates their respective share of this sector along its value chain as an
market sizes (defined as concentrated shifts in adjustment factor.'™*
profit pools that generate specific opportunities
for business). The sizing reflects the annual This sizing approach may not cover the entire set
opportunity in 2030, based on estimated savings of business opportunities that present themselves
(e.g. value of land saved through restoration) or for the household and personal care products
revenue upside (e.g. new market potential for new | sector. For example, the market potential of
products). For each opportunity, the incremental new technologies under development was not
size of the opportunity in a nature-positive versus considered in the original 2020 report and is
a business-as-usual scenario is measured. The therefore not covered in this report. Similarly, the
opportunities selected are based on existing, 2020 report did not aspire to exhaustively cover
commercialized technologies.'® all present opportunities. For example, it did not
assess cost savings related to energy-efficiency
Identifying the business opportunity potential improvement in manufacturing that could
of the priority actions for the household and generate billions of additional annual opportunities
personal care products sector followed a two- for the household and personal care products
step approach. First, relevant opportunities sector by 2030.'°
were selected from the Future of Nature and
Business report and mapped to the priority Further information on the methodology can be
actions identified in this report. Second, the found in the Appendix.
FIGURE 10 | Business opportunities for the household and personal care products sector,
by 2030 ($ billion)

,,,,,,,,,,,,,, Pl
__ I
a e e e e Total
Improve water Source responsibly Influence customer Support nature Expand circularity;
stewardship and replace behaviour on product conservation and create innovative,
throughout feedstocks with use and disposal restoration through sustainable products
the value chain sustainable bio-based through educational investment in and packaging; and
or other renewable measures and greater  responsible business  engage in progressive
materials with careful transparency practices and collective action and
evaluation of trade-offs and traceability nature-based solutions policy advocacy
Taking these five priority actions both in company to the targets of the Kunming-Montreal Global
operations and in the wider value chain will help Biodiversity Framework, which aims to halt and
companies in the sector to avoid or mitigate the reverse biodiversity loss to achieve the global goal
four drivers of biodiversity loss across the four of nature positive (see Figure 11).

nature realms. These actions will also contribute
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For each action, companies should also determine
the baseline, set measurable and time-bound
targets and report against progress regularly to

increase their accountability (see Chapter 5: Get
started for more details).

FIGURE 11 | Mapping of five priority actions to GBF framework

Selected targets from the Kunming-Montreal Global Biodiversity Framework (non-exhaustive)
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contribution degraded conserve pollution impact of Sustainable Sustainable unsustainable

l Direct ecosystems lands, inland climate management business, consumption
contribution water & ocean change of agriculture, production

aquaculture and supply
and forestry chains

a Improve water stewardship throughout
the value chain

e Source responsibly and replace
feedstocks with sustainable bio-based
or other renewable materials with careful
evaluation of trade-offs

e Influence customer behaviour on
product use and disposal through
educational measures and greater
transparency and traceability

e Support nature conservation and
restoration through investment in
responsible business practices and
nature-based solutions

e Expand circularity; create innovative,
sustainable products and packaging;
and engage in progressive collective
action and policy advocacy

Priority

Action Improve water stewardship

Reducing water consumption and pollution will
protect nature and minimize the vulnerability of

the sector to increasing risks from reduced water
availability and quality. With climate change likely
to exacerbate water stress worldwide,''® corporate
leaders are already prioritizing water management
in their transition efforts to nature positive. For
example, L’Oréal''” recently pledged to test all

formulas for their impact on aquatic systems by
20830 and Proctor and Gamble launched a water-
positive strategy in 2022.'"®

Technologies and methods to better manage
freshwater withdrawal and wastewater treatment
are readily available and are already being rolled out
by companies in the sector.

Nature Positive: Role of the Household and Personal Care Products Sector 28



BOX 4

® With climate
change likely to
exacerbate water
stress worldwide,
corporate leaders
are already
prioritizing water
management.

Tools to improve water stewardship

Useful tools to help companies identify, assess, -
prioritize and take action on water-related material
risks include: -

— Aqueduct from the World Resources Institute

(WRl)ﬁg

Across the value chain, companies can continue -

to reduce water consumption and pollution by the
following actions:

— Complete a full water audit across operations -

and supply chains, and prioritize water basins to
ensure the business is not contributing to local
water stress and pollution

— Upgrade direct manufacturing operations to
reduce reliance on water, such as switching to
air-cooled instead of water-cooled processes or
investing in updating or replacing water-using

equipment to ensure maximum efficiency'?? -

— Employ water-processing technology and
systems to maximize water recovery and
recycling, leveraging the latest technology'?®

WWEF’s Water Risk Filter'?°

Technical guidance on freshwater published by
SBTN'™!

Educate customers in best product usage to
minimize excessive downstream water use (see
also priority action #3)

Redesign packaging solutions for reuse or refill
to minimize product disposal in nature (see also
priority action #5)

Develop product formulas that are less
dependent on ingredients that require high
volumes of water in their upstream sourcing
(see also priority action #5)

Develop innovative products that require less
water when in use and cause less pollution to
water systems when they are disposed of, such
as avoiding high concentrations of bleach'?®
(see also priority action #5)

— Partner with communities to support their local Effective water management will enable
water management, by engaging in integrated companies to operate longer in geographies that
river basin management'* are experiencing water stress, while protecting
companies from forced downtime due to drought,
— Include water usage criteria in procurements water scarcity measures (e.g. water markets)'?® or
with farming suppliers to encourage them to other causes leading to a lack of water supply.

minimize their freshwater consumption



Priority
Action

BOX 5

BOX 6

Source responsibly

Screening supply chain risks

Producers of household and personal care products
source raw materials and feedstocks from many
other sectors to manufacture their products, such
as the oil and gas, chemical, agricultural products,

pulp and paper, and forestry products sectors.
Manufacturers can signal their nature-positive
intent across the supply chain by incorporating
nature-related considerations (e.g. deforestation-
free, biodiversity-friendly farming, favouring non-
endangered, non-overexploited raw materials) into
procurement criteria and supplier assessments.

Compliance and certification standards for responsible sourcing

— Convention on International Trade in
Endangered Species of Wild Fauna and Flora
(CITES)™?

— Access and Benefit Sharing (ABS)'?®

— Union for Ethical BioTrade (UEBT) sourcing
with respect certificate'®

Actions can include the following:

— Integrate holistic analysis of impacts,
dependencies, risks and opportunities into all
procurement decisions; conduct supplier maturity
assessments and develop a supplier scoreboard.

— Require compliance and certification against
recognized standards or organizations when
making sourcing decisions (see Box 5)

— Upgrade data gathering efforts by:

— Using validated open-source geospatial
forest-risk commodity data from the Forest
Data Partnership,®? an initiative focused
on the global monitoring of commodity-
driven deforestation, forest degradation and
restoration efforts, to ensure deforestation
by upstream suppliers is minimized.

— Leveraging technology, such as radio
frequency identification (RFID) technology,
blockchain, satellite monitoring and digital

passports,’* to develop full traceability and
transparency of materials and ingredients.

Resources to screen supply chain risks
— Integrated Biodiversity Assessment Tool (IBAT)'
— WWEF Biodiversity Risk Filter's®

— Consumer Goods Forum commodity
roadmaps'®’

Nature Positive:

— Roundtable on Sustainable Palm Oil (RSPO)'*°

— NDPE (No Deforestation, No Peat, No
Exploitation) commitment !

— Facilitate and encourage whistle-blowers to
inform on any suppliers that are not upholding
mandatory biodiversity requirements: for
instance, Unilever's Palm Oil Grievance
Tracker'™* documents complaints about alleged
breaches of Unilever’s palm oil policies.

— Support suppliers and farmers and work with
local communities to promote regenerative
agriculture and other biodiversity-supportive
practices.

Achieving sustainability along the supply chain is
no quick fix and gradual steps should be taken to
reduce dependency on unsustainable practices.
See Box 6 for useful resources to help companies
screen supply chain risks and remediate adverse
impacts on nature.

— Tropical Forest Alliance’s Agriculture Sector
Roadmap to 1.5°C1e8

— SBTi’'s FLAG guidance'®

— SBTN’s High Impact Commodity List'°
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® As demands
for improved
transparency
and traceability
increase,
companies will
have to make
further efforts to
measure each
product’s full
nature footprint.

Priority
Action

® 54% of
consumers say it’'s
very important to
have information
on a product’s
impact on
biodiversity listed
on the packaging.

Technology and partnerships are pivotal. For
example, Proctor and Gamble is using digital
watermarks embedded within packaging to

allow downstream recyclers to dispose of their
products with accurate plastic sorting in automated
processes.'#! Unilever joined forces with USAID,
NASA, FAO, WRI and Google to launch the Forest
Data Partnership, a shared data ecosystem to
monitor deforestation and restore nature.'#

As demands for improved transparency and
traceability increase, companies will have to make
further efforts to measure each product’s full nature
footprint. They will need to open and maintain
information corridors with suppliers and customers
and there will need to be full data collection and
sharing regarding all interactions with nature to support
clear decision-making and effective disclosures.

Sustainable sourcing of
alternative feedstocks

Household and personal care product companies
are highly dependent on natural resources to
manufacture their products. Substituting fossil
feedstocks with sustainable bio-based or other
renewable materials can help reduce a company’s
negative impacts on nature, reducing its
contribution to nature loss due to GHG emissions
and pollution. A report by CDP on fast-moving
consumer goods companies in 2019 found that six
out of seven household and personal care products

companies are actively innovating to replace
petrochemicals in their formulations with natural,
biodegradable ingredients.'#?

Bio-based alternatives can be derived from plants,
animals, microbes, enzymes, insects and organic
crops (including non-timber forest products).#414
However, when sourcing bio-based feedstocks,
companies should take into consideration other
demands on land use such as feed, food, fibre,
other natural ingredients and fuel. In addition,
bio-based feedstocks may have unintended
consequences on nature and biodiversity due

to monoculture plantations as well as on local
communities. Therefore, an assessment of the
impact or footprint of bio-based products is
needed to assess trade-offs. The Organisation for
Economic Co-operation and Development (OECD)
recommends'“® that frameworks assessing the
sustainability of bio-based products consider their
environmental (including biodiversity), economic and
social impacts throughout their whole life cycle.

Companies are also encouraged to use approaches
such as regenerative farming, second-generation
feedstocks and recycling technologies to minimize
any adverse impacts from shifting to bio-based
feedstocks. The Sustainable Supply Chain
Initiative*” of the Consumer Goods Forum provides
guidance for companies on how to take action. The
Renewable Carbon Initiative'*® is another coalition
to support and speed up the transition from

fossil carbon to renewable carbon for all organic
chemicals and materials.

Influence customer behaviour on

product use and disposal

Customer engagement has the potential to
transform the sector’s downstream impacts and
dependencies on nature by minimizing needless
consumption, mitigating pollution and, ultimately,
guiding consumer demand towards behaviours that
are in harmony with the planet.

Consumers are increasingly concerned about the
footprint associated with their purchasing and
consumption habits. Research shows that they prefer
products with lower environmental impacts. For
example, sales of coffee rose by aimost 10% when
carrying a Fair-Trade label, as compared to a generic
label.™® The UEBT Biodiversity Barometer 2022 shows
that the biodiversity crisis has become an urgent

issue of concern for consumers with, for example,
54% of those surveyed saying it was very important
to them to have information on a product’s impact on
biodiversity listed on the packaging.™ Consumers are
also demanding increased supply chain transparency,
with one in five consumers not knowing how to check
a product’s sustainability credentials, but 88% wanting
help from brands to live more sustainably. ™’

Companies in the household and personal care
products sector, whether B2B or B2C, can engage
with both direct customers and end-consumers

to help inform their decisions and take action, for
example by the following actions.

Embrace standards
and transparency

— Disclose on nature and biodiversity footprints
(e.g. water consumption, pollution, land use)

— Engage in programmes such as the
EcoBeautyScore'? to provide a comparable
metric for consumers to use in decision-making

— Sign up to recognized standards bodies to
achieve Eco BioTrade™® and FairTrade™* labels
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® Scientists
estimate that
60% of services
provided by
nature are already
degraded or used
unsustainably.

Invest in education and awareness

— Inform the end-consumer on the best use of
products to minimize environmental impact
(e.g. optimum temperatures, volumes of water,
number of uses, size of dose) and encourage
the correct disposal of products and packaging

— Inform B2B customers through webinars,
presentations, newsletters or regular updates
about the company’s sustainability initiatives

— Collaborate with B2B customers on sustainability
projects and work together to develop new
technologies or processes, invest in refillable or
new packing solutions (see priority action #5)

While educational campaigns are crucial for
spreading awareness and promoting behaviour
change, there are several reasons why they might
not always work as effectively as intended, such as
message overload, behavioural inertia, scepticism
and mistrust due to greenwashing concerns. For
example, Unilever noted in their Climate Transition
Action Plan (CTAP) that their ability to impact
consumer’s behaviour is limited.'® Therefore,
educational campaigns will need to take these
factors into account and use a combination of
strategies, such as the “five levers for change”
proposed by Unilever: make it understood, easy,
desirable, rewarding and a habit.'%®

Support nature conservation

and restoration

Active engagement from companies in conserving
and restoring nature within and beyond value
chains is a vital step in the sector’s contribution

to nature positive. Conservation prevents ongoing
degradation, while restoration attempts to reverse
previous degradation.” With an estimated 60%
of services provided by nature already degraded
or used unsustainably,'®® conservation alone

is insufficient and restoration efforts should be
employed.

Technologies, initiatives and research to help
support the conservation and restoration of nature
are readily available and, in some cases, have
already been adopted by companies in the sector.

Promoting nature-based
solutions and working with
local communities

Many companies promote and invest in credible
and effective nature-based solutions through
place-based conservation and restoration or
through landscape and jurisdictional approaches. '
Companies can invest within or beyond their value
chains while working with local communities to
safeguard their livelihoods.

For example:

— Natura & Co - through fair trade and working
with more than 2,000 families in the Amazon —
is able to preserve 18,000 square kilometres of
Brazil's Amazon forest.°

— Reforestation efforts in Italian forests have been
supported by the cosmetic brand Fresh, in
collaboration with Save the Truffle and the Union
for Ethical BioTrade. Fresh is redirecting certain
profits to regenerate the ecosystem required to
grow white truffles by removing invasive species
and planting endemic trees.'®’

— In the Sahel, companies like Nexira are
developing value chains for products from
endemic species — such as gum arabica and
baobab - to enhance local livelihoods while
creating incentives for long-term conservation
and restoration.'®?

— Asearly as 2010, Unilever introduced
the sustainable agriculture code (SAC) —
complemented by its regenerative agriculture
principles introduced in 2021 — to further
strengthen its efforts to nourish soil, capture
carbon and restore and regenerate the land.'®®

— A key success factor for many companies is to
establish a traceable supply chain. For example,
Henkel and Solidaridad have joined forces since
2018 to support sustainable palm oil production
in Colombia through an integrated supply chain
with the participation of processors, processing
mills and more than 500 smallholder farmers.'

— Other coalitions, such as the 1t.org corporate
alliance,'®® support companies to take actions
beyond their value chain on forest conservation,
restoration and reforestation with ecologically
and socially responsible approaches.
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Priority

Action

® Circular solutions
including reuse and
recycling could
reduce 50% of
plastic pollution by
2040.

Clean-up initiatives

Companies can also support global or local clean-
up initiatives in rivers and oceans as another way to
restore ecosystem services. For example:

— REN Clean Skincare partnered with the Surfrider
Foundation to help clean up beaches and
oceans. %

— Bower Collective, a refillable household and
personal care brand, partnered with CleanHub
to support Green Worms Waste Management
project, which collects non-recyclable
household waste to be processed in energy
recovery plants.'®’

— Henkel entered a partnership with social
enterprise Plastics Bank to support the
collection of ocean-bound plastic and empower
collection communities to thrive. 8

Innovative finance

According to a 2020 report on the global
biodiversity funding gap, spending on biodiversity
conservation is estimated at between $124 and
$143 billion per year, against a total estimated
biodiversity protection need of between $722 and
$967 billion per year. This leaves a biodiversity
financing gap of at least $600 billion per year.'®
Given public sector organizations alone are unlikely
to foot this bill, the private sector has a key role
to play in helping bridge the gap by investing in a
nature-positive transition.

Target 19 of the Kunming-Montreal Global
Biodiversity Framework proposes a number of
innovative ways to mobilize resources from both the
public and private sectors. For example, companies
could consider investing in payment for ecosystem
services, green or blue bonds, voluntary biodiversity
certificates or credit markets, and nature restoration
funds. Through careful assessment of the advantages
and disadvantages of available products, companies
can contribute to meaningful biodiversity conservation
that is aligned with their internal values and targets.'”

Expand circularity, product innovation

and collaboration

Manufacturers of household and personal care
products need to start taking transformative
action by adopting circular business models and
creating more innovative product portfolios and
manufacturing approaches to offer more planet-
compatible products, as well as advocating

for global and national policy changes. Such
transformations can have profound implications
for the upstream sourcing, direct production and
downstream distribution activities of companies.

For example, the adoption of circular approaches
will lead to a reset of supply chains, while the
successful roll-out of a more nature-conscious
offering will depend on substantial R&D spending
to develop new products and packaging, changes
to established manufacturing processes and
consumer engagement to capture new markets.

Accordingly, transformative action will require
companies in this sector to redefine their business
strategies and undertake significant investment.
These changes may carry a considerable degree
of risk and a successful transformation can only
occur if businesses manage to harness broad
buy-in from all relevant stakeholders, including
investors. Nevertheless, taking action today will
enable manufacturers of household and personal
care products to future-proof their business model
by providing access to compelling business
opportunities in the new nature-positive economy.

Circularity

Circular models — moving away from conventional,
linear take/make/waste approaches — can reduce
the input of virgin materials across the supply chain,
making the production of outputs more efficient

and significantly lowering upstream dependence on
natural resources as well as downstream impacts
on nature through pollution. It is estimated that
circular solutions including reuse and recycling could
reduce 50% of plastic pollution by 2040, making
this action the most impactful of all options.'"" For
household and personal care product companies to
unlock these opportunities, they can build circularity
into their value chains by, for example:

— Designing packaging solutions that can operate
within refill/reuse systems.

— Prioritizing the utilization of recycled content
over virgin material in both packaging and
products. Where elimination or reuse is not
possible, design products that can be recycled
through existing supply chains.

— Recycling manufacturing by-products and
waste products internally or by reformulating
and selling waste — this has been shown to
deliver profits of nearly $200 per tonne of plastic
collected for recycling.'”?
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® The equivalent
of half of annual
plastic waste
reaching the ocean
could be prevented
by reusing just
10-20% of plastic
packaging.

BOX 7

— Recycling “end-of-life” materials for other
purposes; for example, sludge waste can now
be recirculated to form bioplastics.™"

— Ensuring the collection and proper disposal of
product packaging that cannot be reused or
recycled, including by financing infrastructure
and collection in end-markets.

Adopting circular approaches is already high on the
agenda for many consumer goods companies. For
example, Colgate Palmolive, Henkel, L'Oréal and
Unilever have all targeted between 25% and 30% of
recycled content by 2025.174

Innovative packaging

Consumer demand for cleaner and greener
products and a new model for packaging products
(through increased use of refillables and reusables)
is also increasing the pressure on consumer
goods companies to act. Respondents to UEBT’s
Biodiversity Barometer 2022'7° said that reducing
plastic waste and making packaging 100%
recycled or biodegradable are the second and
third most important actions that companies can
take to address biodiversity. It is estimated that the
equivalent of half of annual plastic waste reaching
the ocean could be prevented by reusing just 10-
20% of plastic packaging.'™®

Businesses can design new packaging solutions
and reduce plastic waste through, for example, the
following actions:

— Roll out new reusable or refillable solutions
for their own products to minimize single-
use waste. This will require developing
comprehensive infrastructure to make these
solutions easily accessible and cost-effective for
consumers. Collaborative efforts and alignment
within the industry, as well as with downstream
product distributors, are essential to establish
and maintain this infrastructure.

— Develop reverse logistics such as recycling and

take-back programmes where consumers can
return used packaging for recycling or reuse.

— Expand into the broader innovative packaging
market and, with demand for new packaging
solutions on the rise among fast-moving
consumer goods companies, commit to 100%
recyclability, reusability and composability of
packaging by 2025."77

— Explore the switch to bio-based plastic,
compostable, recyclable and carbon-neutral
packaging solutions for their own products,
with careful safeguards (for more details, see
WWHF’s position on bio-based plastic and
biodegradable plastic'™®).

In particular, refillable and reusable solutions
present a growing opportunity for household and
personal care products companies to transform
their businesses. Algramo, a refill innovator based
in Chile, has rolled out refillable packaging models
in Chile, the US and United Kingdom and partners
with multinationals including Nestlé, Unilever,
Walmart and Lidl."” TerraCycle’s Loop platform
has validated consumer demand for reuse and

is currently live in France, Japan and the US,
partnering with major retailers such as Carrefour,
Aeon and Walmart and 200+ consumer brands. &
Consumer interest is growing, with sales of
refillable prestige beauty products in the United
Kingdom increasing by 47% between January and
July 2022'8" and 94% of consumers'® expressing
that they are more likely to invest in refills if
availability is not a barrier.

Investor interest in sustainable packaging is growing.
For example, the dedicated Emerald Technology
Ventures fund for sustainable packaging'® is funding
packaging start-ups at all stages of the packaging
life cycle, and the European Investment Bank (EIB)
and PackBenefit have signed a €13 million'* venture
debt agreement to finance a new production plant.
While initially focused on food, Nestlé has invested
€5 million'® into an Italian venture capital fund aimed
at accelerating research to facilitate the introduction
of innovative packaging solutions. Investments into
R&D have paid off, with Henkel producing the first
carbon-negative packaging hot melt adhesive. The
Plastic Waste initiative of the Consumer Goods
Forum'® provides further guidance for companies
on how to take action.

Refill stations in Indonesia cut plastic waste and retail prices

According to the Indonesian Ministry of Environment
and Forestry, the national waste total for 2021 is
projected to rise to 68.5 million tonnes. Alarmingly,
the proportion of plastic waste within this total

has surged from 11% in 2010 to 17% in 2021,
equivalent to approximately 11.6 million tonnes.

In December 2021, Unilever teamed up with the
start-up QYOS to introduce two refill stations in
Jakarta, Indonesia, offering home care products

Nature Positive:

like Rinso and Sunlight. QYOS is a digital-based
company founded in 2020 that has collaborated
with Unilever and Nestlé Indonesia to set up 11
automatic refill stations in the country. Customers
can simply bring a used bottle to these stations
and replenish it with their preferred product. Initial
responses have been encouraging: this method
cuts down on plastic waste and customers enjoy
up to 20% savings compared to retail prices at
local stores. 87188189
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Product portfolio innovation

Manufacturers can also focus on developing nature-
conscious products. These reduce both upstream
and downstream impacts, due to fewer input
resources required, less water consumed and less
pollution generated in the use phase. Examples of
such products may include:

— Customizable products to optimize the
use of chemicals and materials and reduce
downstream waste

— Waterless and concentrated formulations
(solid or powdered) to minimize water use in
manufacturing and reduce shipping loads

- “Naked products”, free from packaging, such as
shampoo and conditioner sold in solid bar form
rather than in plastic bottles

— No-rinse products to reduce water consumption
and pollution

In particular, demand has increased for solutions
that reduce downstream consumer impact by,

for example, reducing the number of washes or
volume of water required, or increasing the number
of uses per product with improved reusability or
multifunctional design of goods. Innovation has
grown significantly from incumbent consumer
goods companies and new market entrants. For
example, Saathi, a start-up that primarily operates
in Africa and Asia, sells biodegradable sanitary pads
that are made with banana production surpluses.'®
Re-fresh Global, another start-up, recycles clothing
into new raw materials, also used in household
products. ™"

Beyond rethinking their product offering,
manufacturers can also innovate the ways they
produce, investing in biotechnological processes
to produce safe and effective active ingredients
and packaging via low-cost and contamination-
free methods.'? Bio-based manufacturing offers
significant potential for companies to reduce their
impact and realize new business opportunities.
Research shows that as much as 60% of the
physical inputs to the global economy could, in
principle, be produced biologically.®

Cross-sector collaboration drives
progressive action

More importantly, relevant coalitions and platforms
offer companies the opportunity to share lessons
learned and best practices, connect with and
influence industry peers, engage with policy-makers
and advocate progressive regulatory changes. For
example:

— Global Plastic Action Partnership (GPAP):*
An impartial, multi-stakeholder platform at the
World Economic Forum dedicated to translating
commitments to reduce plastic pollution and
waste into concrete action. GPAP aims to shape
a more sustainable and inclusive world through
the eradication of plastic pollution, supporting
both government and industry alike.

— Business Coalition for a Global Plastics
Treaty:'®® A multistakeholder platform convened
by the Ellen MacArthur Foundation and the
WWEF. The coalition gathers leading companies
(including consumer goods companies such
as Henkel, 3M and Unilever) and financial
institutions that support the introduction of a UN
treaty to end plastic pollution.

— The Consumer Goods Forum:'® A coalition
with members from some 400 retailers,
manufacturers, service providers and other
stakeholders across 70 countries in pursuit of
business practices for efficiency and positive
change.

— The Consumers Beyond Waste initiative:'®"
A multistakeholder initiative facilitated by the
World Economic Forum to bring together key
stakeholders dedicated to enabling consumers
to access scalable, innovative consumption
models that are not only desirable and
affordable but also present a more sustainable
option compared to single-use models.

— EcoBeauty Consortium:'®® A progressive
coalition of about 70 cosmetics industry
stakeholders. The consortium is working on
an “EcoBeautyScore” to provide consumers
with clear, transparent and comparable
environmental impact information about
products.

— International Association for Soaps,
Detergents and Maintenance Products
(A.L.S.E.):'®® An organization that gathers
producers of household products and
advocates for progressive action in the sector,
including circular solutions and resource
efficiency. The association was a leader in
piloting the Product Environmental Footprint
(PEF) method.
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5 Get started

The twin imperatives of addressing
climate change and nature loss are highly
interdependent. Companies should
complement their net-zero plans by
setting a credible nature strategy.

Nature Positive: Role of the Household and Personal Care Products Sector 36



5.1

While many companies in the household and
personal care products sector have already embarked
on the nature journey and embraced the five priority
actions, achieving transformative business model
changes and making genuine contributions towards
a nature-positive world by 2030 demands significant
time and resource investments from companies.

The journey to deliver net-zero emissions and
tackle nature loss are two business concerns

that are highly interdependent: climate change

is a main driver of biodiversity loss and efforts to
tackle climate change cannot succeed without
safeguarding nature. Therefore, the nature-positive
transition is synergistic to companies’ net-zero
commitments and should be integrated into their
climate transition plans.

Guidance is emerging on both transition planning
for net zero and ways to adapt those plans to
integrate nature and biodiversity. Several institutions
are working on such guidance, for example:

— UK Transition Plan Taskforce (TPT) created a
new working group focused on nature in early
2023.2%0

— Glasgow Financial Alliance for Net Zero
(GFANZ) has published a best practice
framework for net-zero transition planning.2®' The
framework has five themes or components:

1) Foundations, 2) Implementation strategy, 3)
Engagement strategy, 4) Metrics and targets and
5) Governance.

—  WWF has produced a step-by-step
framework?®? to support the integration of nature
into climate-related transition planning, building
on the GFANZ framework. This framework starts
by ensuring that climate-tackling actions do not
come at the detriment of nature, emphasizes the
importance of enhancing the co-benefits of
natural climate solutions and seeks to align net-
zero transition plans with nature-positive goals.

Align strategy with organizational maturity

An assessment of a company’s organizational
readiness and maturity can help it identify the most
suitable guidance and tools to drive action and
understand its performance on the nature-positive
journey. Table 2 details recommended actions to

deliver a nature-positive strategy mapped to an
organization’s level of readiness and maturity. These
actions are broadly organized in line with GFANZ’s
five themes or components of net-zero transition
planning mentioned above.
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TABLE 2

Organizational
maturity

Component
of a nature-
positive strategy

Summary

Foundations

Implementation
strategy and
engagement
strategy

Metrics and targets

Governance

Mapping the components of a nature-positive strategy against organizational maturity

Starting and developing

Identify nature-related issues
Set a high-level ambition and/or targets for nature

Present stand-alone actions on nature

Employ sectoral averages for high-level screening to
discern priority effects on nature

Use secondary data for materiality assessments to gauge
priority impacts and nature dependencies, considering
factors like environmental pollution

Use tools and guidance such as ENCORE, SBTN’s initial
guidance for business and materiality screening tool,
Agueduct from WRI, TNFD’s upcoming Getting started
guidance, WWF’s biodiversity risk filter and water risk
filter, UNEP-FI's report on high-risk sectors and the
Integrated Biodiversity Assessment Tool (IBAT)

Develop sustainable procurement policies with suppliers
that have nature-focused elements

Prioritize actions to avoid and reduce negative impacts
in the company’s direct operations and upstream supply
chain

Implement initial traceability for primary suppliers

Be aware of National Biodiversity Strategies and Action
Plans (NBSAPs) and recognize the interdependence of
nature and climate in advocacy efforts

Set nature-positive goals on a timeline using the SMART
approach

Validate commitments using third-party stakeholders

Assign a management member for nature-based risks,
ideally overseeing both climate and nature

Incorporate nature into environmental risk management,
especially within enterprise risk management (ERM),
environmental, social and governance (ESG) and
sustainability teams

Train governance roles on the connection between
nature and wider ESG risks

Advanced and leading

Integrate nature into strategy and governance

Assess impacts and dependencies for all
potentially relevant realms

Set measurable and science-based targets for nature

Implement strategic action, redefine industry
business models and mobilize the whole value chain

Refine materiality assessment by measuring impacts
and dependencies on nature using primary operations
data and environmental indicators, and undertake an
in-depth analysis of significant risks and opportunities,
understanding their influence on financial statements

Maintain a comprehensive grasp of organizational
resilience with an actionable plan for managing nature
risks and opportunities

Perform thorough valuations of all priority areas,
considering trade-offs, using value chain data and
recognizing the mutual benefits for business and society

Use tools and guidance such as ENCORE, SBTN’s
Step 1 — Assess, Step 2 — Prioritize and TNFD'’s LEAP
approach, Aqueduct from WRI, WWF’s biodiversity risk
filter and water risk filter, UNEP-FI’s report on high-risk
sectors and the Integrated Biodiversity Assessment

Tool (IBAT

Adopt a circular strategy and embrace regenerative
principles by linking capital to nature-positive
outcomes and by involving all stakeholders, including
employees, clients and customers

Establish advanced traceability for key materials

and ensure supplier alignment; expand traceability
throughout product life cycle; foster innovative supplier
collaborations

Engage actively in NBSAPs, champion nature-positive
outcomes and advocate for integrated reforms
benefiting nature, climate and society

Detail and report on targets for nature-related risks
and opportunities based on TNFD’s management and
disclosure framework

Prepare for science-based targets on land and
freshwater by using SBTN’s Step 3: Measuring
Baselines & Target Setting

Ensure board or senior management ownership of
nature actions

Tie performance on nature and climate to leadership
incentives

Set up governance structures for managing, reporting
and overseeing nature-based risks and actions on
nature across the organization, including informing
relevant board-level committees
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https://framework.tnfd.global/
https://framework.tnfd.global/
https://sciencebasedtargetsnetwork.org/how-it-works/set-targets/
https://sciencebasedtargetsnetwork.org/how-it-works/set-targets/

5.2 | A deeper look at metrics to support

decision-making

Companies need to track and publicly report on TNFD’s definition of assessment metrics includes
their actions against relevant metrics to strengthen “response metrics”, which are what this chapter
their credibility and ensure they deliver an effective focuses on. These cover the internal reporting on
transition. This section takes a deeper look at the an organization’s actions, policies, commitments,
metrics and indicators available. plans and targets to manage nature-related

dependencies, impacts, risks and opportunities — in
both direct operations and the value chain.?®

TNFD’s LEAP approach

Differentiating between input and

A good place to start is with the Additional draft output indicators

guidance for corporates on science-based targets
for nature, published jointly by TNFD and SBTN.'®"

TNFD differentiates between assessment metrics There are a number of dimensions to indicators
and disclosure metrics along the four phases of the and metrics. They should be both qualitative and
LEAP approach (see Figure 12):204 quantitative. They should also measure inputs

and processes and — importantly — outputs and
— Locate interface with nature outcomes as well (see Table 3).

— Evaluate dependencies and impacts

— Assess material risks and opportunities

— Prepare to respond and report

FIGURE 12 | Types of metrics in TNFD’s LEAP approach

Assessment metrics Disclosure metrics

Impact and Risk and opportunity Disclosure metrics
Types of dependency metrics metrics Response metrics _—  Core global
metrics Location - Impact drivers - Physi(;gl risks _  Governance metric?s
prioritization - Etate of nature - Transﬂpn rlsks —  Strategy _ Core sector
metrics - cosystem - Systemic risks - Management metrics
services/ —  Nature-related actions - )
. L ! —  Additional metrics
dependencies opportunities
LEAP Locate Evaluate Assess Prepare
approach interface with nature dependencies and material risks to respond and report
impacts on nature and opportunities

Source: Adapted from TNFD’s approach to metrics.?®®



TABLE 3 | Input and output indicators and examples

Indicator type Example

Input and process indicators Resources and activities that are deployed by a business in service
of a certain priority action, e.g.:

— Investment in water management systems
— Numbers of staff in the nature or sustainability team
Output and outcome indicators Tangible results stemming from undertaking a priority action, e.qg.:
—  Commitment to no conversion of natural ecosystems
— % reusable, recyclable or compostable plastic packaging
— % of raw material certified by commodity-specific certifications in

the supply chain (that are identified as critical suppliers based on
materiality assessment and volume)

Companies should define a set of indicators and These sample indicators and metrics are a non-
metrics according to the mitigation hierarchy (Avoid exhaustive set of indicative ideas. They can be
& Reduce, Restore & Regenerate, Transform) to applied at organization, product, service line and
assess their activities and the impacts achieved.?” location levels. For more details, refer to TNFD’s
Table 4 lists a number of sample indicators and guidance on response metrics.?%®

metrics, aligned with the mitigation hierarchy, that
can help business leaders as they start to develop
their approaches for monitoring and measuring
priority actions.

Nature Positive: Role of the Household and Personal Care Products Sector 40



TABLE 4 | Sample indicators and metrics aligned with the mitigation hierarchy

Indicative sample indicator/metric
(non-exhaustive)

Mitigation Priority action

hierarchy

% of sites certified by ISO 14001*

Performance against commitment to reduce water

Reduce water consumption and pollution across . :
P P withdrawal and reduce water quality pressure*

the value chain

% of affected stakeholders meaningfully engaged on
water-related issues*

Performance against commitment to no deforestation

Avoid & Reduce Deforestation-free supply chain and conversion™

% value chain emission reduction according to SBTi

Reduce GHG emissions FLAG guidance

Indirect supplier engagement approaches used, such

Source responsibly as supply mapping tools, supplier questionnaires,
onsite meetings, audits, training and capacity-building

% of bio-based feedstock used to produce a given unit
of output

Sustainable bio-based or other renewable % of raw material certified by commodity-specific

materials & feedstocks certifications in the supply chain (that are identified as
critical suppliers based on materiality assessment and
volume)

Restore &

Regenerate Performance against commitment for biodiversity
net gain

% of affected stakeholders meaningfully engaged
Restoration in area*

Investment and extent of restoration of negatively
impacted ecosystems*

Budget dedicated to customer education campaigns

Customer education )
Number of consumers that campaigns reach

) ) ) % virgin plastic reduction; or % reusable, recyclable or
Innovative packaging solutions compostable plastic packaging

Circular material use rate*

Transform Number of knowledge products/research projects in
Circularity circularity™

Extent to which customers/suppliers are engaged in
circular economy topics*

Investment in nature-related product/service lines/
technology”

Business model change ) ) o
Number of sector-wide or multistakeholder initiatives

supported*

* Aligned with TNFD v0.4 examples of response metrics

** Aligned with SBTN interim targets
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TABLE 5

Business
function

Map the transition onto business functions

Mapping the nature-positive transition onto distinct ‘ ensure that every division synchronizes its strategies
company functions requires a holistic approach to with nature-positive aspirations.

Mapping strategies and actions by business function?®®

Potential strategies and actions required for a nature-positive transition

Sustainability

Finance and risk
management

Develop the nature-positive strategy for the business (together with the strategy function)

Obtain a holistic understanding of impacts and dependencies of the firm’s operations and products
Collaborate with other functions to drive the wider transition of the business

Drive nature conservation and restoration initiatives

Promote collective sector-wide positive action, such as sustainable raw material sourcing or collaboration on bio-
based or recyclable material research

Monitor sustainable sourcing practices and raw material certification

Support and enable collaborations with NGOs as well as industry initiatives

Financial management

Revise capital planning assumptions for nature-positive related business cases (e.g. pay-off periods for investments
may increase versus traditional capital expenditures)

Consider impacts of nature-positive transition on balance sheet (e.g. high-polluting assets might have to be written
off prematurely or written down on an accelerated timeline)

Investments

Increase capital spending on projects enabling the nature-positive transition of the business (e.g. retrofitting plants,
supporting other nature-based solutions)

— In particular, allocate funding to improve water stewardship measures, including water audits, wastewater recycling
and water basin restoration

Allocate budget for innovation spending, such as for circular innovations and research into bio-based or recycled
material for feedstocks

— Plan for the financial implications of incorporating circularity and sustainable product development

Commit to investments in nature conservation, restoration and nature-based solutions in collaboration with NGOs
and local communities

Financing
Consider that the cost of capital for high-polluting operations could increase
Consider that availability of capital may become contingent on credible nature-positive strategies

Leverage new sources of funding, such as green bonds and sustainability loans, nature-focused impact funds,
blended financing and partnership with NGOs

Risk management and disclosure

Consider that new nature-related risks may emerge that need to be managed (see TNFD framework), for example:

— Physical and supply chain risks, such as decreased water availability or quality in the supply chain

— Transition risks including demand shifts, regulatory risks and reputational risks

Prepare required nature-related disclosures for audited statements for CSRD (and potentially under forthcoming
requirements of the IFRS Foundation’s ISSB)

Nature Positive: Role of the Household and Personal Care Products Sector 42



Business
function

Potential strategies and actions required for a nature-positive transition

Research and
development (R&D)

Operations (own)

Operations (supply
chain management)

Human resources

Sales and marketing

Investor relations

Public affairs

Invest in research for new nature-positive products and production techniques

Introduce new metrics to track the effect of R&D spending related to the nature-positive transition of the business, in
addition to financial returns from R&D spending

Identify relevant indicators and establish applicable metrics as well as define the respective target ambition and
baseline for each and subsequently report publicly on progress made

Enhance efficiency of production processes (e.g. improved water management, including water recycling systems
and close-loop systems in manufacturing; digitalization and automation in manufacturing processes; energy
efficiency measures)

Track water impacts (including usage and recycling)

Engage in conservation and restoration initiatives

Identify relevant indicators, establish applicable metrics, define the respective target ambition and baseline for each
and subsequently report publicly on progress made

Collaborate with suppliers for sustainable sourcing and improved traceability

Support suppliers (where possible) in taking nature-positive actions for their own operations

Upskill workforce on nature and biodiversity topics (where relevant)

Hire relevant external expertise (e.g. additional human resources might be required to prepare for upcoming nature-
related reporting and disclosure requirements)

Promote products that have minimal impacts on nature and biodiversity and offer eco-friendly solutions

Provide disclosure on impacts and dependencies of products, especially as customers may expect more information
on nature footprint, which requires transparent and traceable supply chains

Develop a holistic understanding of customer segments and willingness to pay for greener products

Disclose nature-positive initiatives and their impact on company performance (e.g. company commitments to water
stewardship, sustainable sourcing and circular economy practices)

Highlight contributions to global frameworks like the Kunming-Montreal Global Biodiversity Framework

Manage investor engagement on nature topics

Advocate nature-positive action in the public space

Collaborate with policy-makers, regulators and other standard-setters to develop effective, progressive policies,
regulations and standards supporting the transition of the sector (e.g. the UN’s global plastics treaty)
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Conclusion

As the world stands at a pivotal
ecological juncture, facing the intertwined
crises of climate change and nature loss,
the clarion call for the household and
personal care sector is unequivocal:

Lead the change.

The household and personal care products

sector, so integral to the daily lives of people
around the globe, has to grapple with a significant
environmental footprint — from resource-intensive
production upstream to a heavy burden of
packaging and wasteful downstream consumption.

International agreements, such as the Kunming-
Montreal Global Biodiversity Framework and the
UN'’s forthcoming treaty on plastic pollution, are
corralling a global consensus on the urgency to
tackle nature loss. Jurisdictions are tightening
regulations to ensure more nature-friendly practices.

The sector stands at a fork in the road. But only
one route offers the chance of a long-term future in
harmony with the planet.

Making the right choices need not cost the Earth.
Companies that take a lead in sustainable decisions
will improve the likelihood of business resilience and
long-term value creation. Top priorities are easier to list
than they are to execute: improve water stewardship,
source and replace feedstocks responsibly, embrace
circularity and sustainable packaging.

Nature-based solutions can address both climate
change and nature loss, but companies should
integrate their net-zero and nature-positive
journeys so that climate action does not come at
the expense of nature. Educating consumers and
nudging them towards more sustainable product
use and disposal is paramount. Harnessing

the power of partnerships, be they with NGOs,
governments or local communities, can boost
corporate efforts to support nature conservation
and restoration.

With pressing concerns such as runaway
deforestation and uncontrolled plastic pollution of
soils and seas, there is an urgent need for more
robust, transformative corporate action. Now is the
time for the sector to go beyond responding and
complying — to champion a transformative, nature-
positive trajectory.
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Appendix

Existing definitions of nature positive

Definitions of nature positive

Guidance provider Guidance description

Business for Nature

How business and finance can contribute to a nature positive future now

European Commission

European Business & Biodiversity Platform

Independent scientists

A Nature-Positive World: The Global Goal for Nature

International Union for
Conservation of Nature

Towards an IUCN nature-positive approach: a working paper (under consultation)

(IUCN)

Science Based Targets SBTN Interim Targets

Network (SBTN)

“Nature-positive” — an opportunity to get it right

World Business
Council for Sustainable

What does nature-positive mean for business?

Development (WBCSD)

Consumer goods sector
boundaries

Consumer goods is a sector in the Sustainable
Industry Classification System (SICS). The sector
is made up of seven industries, including apparel,
accessories and footwear, household and personal
products, and building products and furnishings (a
full list can be found on the SICS industry list).

The definition of the consumer goods sector was
narrowed to allow for an in-depth investigation
into impacts and dependencies specific to the
manufacturing processes and materials used.

Household and personal care products were
selected as the focus of the consumer goods
sector due to their high impacts and dependencies,
as well as the World Economic Forum’s expertise in
and relationships with this sector.

Consistent with the SICS description, the
household and personal care products industry
manufactures cosmetics, household and industrial
cleaning supplies, soaps and detergents, sanitary
paper products, household batteries, razors and
kitchen utensils.

Impact and dependency analysis

The assessment of impacts and dependencies is
mainly based on ENCORE and the SBTN sector
materiality tool (only covers upstream and direct

operation) — high and very high materiality.

Other sources include: CDP Water Watch, WWF
Water and Biodiversity Risk Filters, extensive desk
research, academic reviews, company-specific
insights and assessments, analysis by Oliver
Wyman and Oliver Wyman 3D Carbon Accounting,
analysis by the World Economic Forum and industry
expert interviews.

Opportunity sizing

A detailed overview of the opportunity sizing
conducted for the Forum’s Future of Nature and
Business report, published in 2020, can be found in
its methodology note.2'°

In the absence of a reliable data point, the global
direct, indirect and induced GDP impact of the
household and personal care products sector has
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been estimated using the average of the sector’s (or
closest equivalent set of companies) share of GDP
in the United States?'" and the United Kingdom.?'?

This report identifies nature-positive business
opportunities for the household and personal care
products sector, based on the Future of Nature and
Business report as relevant (see Figure A1).

We have expanded the opportunity data set of the
Future of Nature and Business report to include an
additional opportunity on circular solutions in the

wider consumer goods sector, entitled “Circular
economy — Global Fast Moving Consumer Goods
(FMCQ@G)”. This has been done to provide a more
accurate view of the opportunities in the household
and personal care products sector and allow for
comparability with the sector transition reports on
the chemical sector and the cement and concrete
sector, given that the Future of Nature and Business
report includes opportunities on the circular
potential for chemicals and construction/building
materials companies.
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FIGURE A1 | Nature-positive business opportunities for the household and personal care products sector

Opportunity size

Original size in for household

Business opportunity from Future of Nature

Future of Nature and

Adjustment factor to size
share of household and

Priority action

Business report

and Business
report ($ billion)

personal care products sector

and personal
care products
sector ($ billion)

o3

Micro-irrigation

90

° Improve

water stewardship
throughout the
value chain

Wastewater reuse

50

Natural systems for

140

== water supply

e Source 0 )

X Technology in
responsibly and O\FJ Iarge—sca%/ farms 1 95
replace feedstocks =
with sustainable
bio-based or
other renewable
materials with =
careful evaluation J Agroforestry 20

of trade-offs

e Influence customer
behaviour on product
use and disposal
through educational
measures and greater
transparency and

Technology in
smallholder farms

110

=

traceability

o Support nature Natural climate solutions 85
conservation and

restoration through g 0

investment in f"(ﬁ\z Restoring degraded land 75
responsible business ©

practices and nature-

based solutions 7%
8

Waste management

305

Bio-innovation

125

e Expand circularity;
create innovative,
sustainable products

Non-timber forest
products

65

and packaging; and
engage in progressive
collective action and
policy advocacy

Reducing packaging
waste

70

Resource recovery

225

Global direct, indirect and
induced GDP impact of
household and personal care
products sector: 1.16%

1.04

0.58

1.62

2.26

0.23

1.28

0.90

0.80

3.54

1.45

0.75

0.81

2.61

Additional opportunity:
circular economy — global
fast-moving consumer
goods (FMCG)*

700

Share of household and
personal care products
market of total FMCG market:
6.3%**

44.08

* The annual full value of circular opportunities for FMCG could be as much as $700 billion.2*

** The size of the global FMCG market was approximately $11.33 trillion in 2022, while the size of the household and personal care
products sector as a segment of the wider FMCG market was approximately $713 billion in 2022.214
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