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Universidad para la
Cooperacién Internacional




UCl
Sustento del uso justo de materiales protegidos por
derechos de autor para fines educativos

El siguiente material ha sido reproducido, con fines estrictamente didacticos e ilustrativos de los
temas en cuestion, se utilizan en el campus virtual de la Universidad para la Cooperacion
Internacional — UCI — para ser usados exclusivamente para la funcion docente y el estudio
privado de los estudiantes pertenecientes a los programas académicos.

La UCI desea dejar constancia de su estricto respeto a las legislaciones relacionadas con la
propiedad intelectual. Todo material digital disponible para un curso y sus estudiantes tiene
fines educativos y de investigacion. No media en el uso de estos materiales fines de lucro, se
entiende como casos especiales para fines educativos a distancia y en lugares donde no
atenta contra la normal explotacion de la obra y no afecta los intereses legitimos de ningun
actor.

La UCI hace un USO JUSTO del material, sustentado en las excepciones a las leyes de
derechos de autor establecidas en las siguientes normativas:

a- Legislacion costarricense: Ley sobre Derechos de Autor y Derechos Conexos,
No0.6683 de 14 de octubre de 1982 - articulo 73, la Ley sobre Procedimientos de
Observancia de los Derechos de Propiedad Intelectual, No. 8039 — articulo 58,
permiten el copiado parcial de obras para la ilustracion educativa.

b- Legislacién Mexicana; Ley Federal de Derechos de Autor; articulo 147.

c- Legislacion de Estados Unidos de América: En referencia al uso justo, menciona:
"esta consagrado en el articulo 106 de la ley de derecho de autor de los Estados
Unidos (U.S,Copyright - Act) y establece un uso libre y gratuito de las obras para
fines de critica, comentarios y noticias, reportajes y docencia (lo que incluye la
realizacion de copias para su uso en clase)."

d- Legislacion Canadiense: Ley de derechos de autor C-11- Referidos a
Excepciones para Educacion a Distancia.

e- OMPI: En el marco de la legislacion internacional, segun la Organizacién Mundial
de Propiedad Intelectual lo previsto por los tratados internacionales sobre esta
materia. El articulo 10(2) del Convenio de Berna, permite a los paises miembros
establecer limitaciones o excepciones respecto a la posibilidad de utilizar licitamente
las obras literarias o artisticas a titulo de ilustracion de la ensenanza, por medio de
publicaciones, emisiones de radio o grabaciones sonoras o visuales.

Ademas y por indicacion de la UCI, los estudiantes del campus virtual tienen el deber de
cumplir con lo que establezca la legislacién correspondiente en materia de derechos de autor,
en su pais de residencia.

Finalmente, reiteramos que en UCI no lucramos con las obras de terceros, somos estrictos con
respecto al plagio, y no restringimos de ninguna manera el que nuestros estudiantes,
académicos e investigadores accedan comercialmente o adquieran los documentos disponibles
en el mercado editorial, sea directamente los documentos, o por medio de bases de datos
cientificas, pagando ellos mismos los costos asociados a dichos accesos.
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About GPM

In today’s world, sustainability is no longer a buzzword but a necessity. As we grapple with the
challenges of climate change, ethical behavior, and social responsibility, businesses need to embrace
sustainable practices. Organizations prioritizing sustainability will have a competitive edge in the
marketplace and will contribute to a better future for all.

GPM Global (GPM) understands this responsibility well and has been at the forefront of promoting
sustainable practices since 2009. We believe that both public and private sector entities can be agents
of positive change and can actively create a more sustainable world.

To help achieve this goal, GPM has released this initial version of its P5 Standard for Sustainability in
Business Practice. Based on our very successful P5 Standard for Sustainability in Project Management,
this document focuses on the organization’s business practices. It aligns with leading ESG disclosure
frameworks and sustainability reporting standards making it easier for organizations worldwide to
create shared value while tackling global issues. By placing sustainability at the heart of business
practices, GPM aims to drive sustainable choices as a central part of every organization.

As you embark on your sustainability journey or seek ways to make your organization more
sustainable, let this standard guide you. The road ahead may be challenging, but we can create a
better world with GPM’s expertise and your commitment to sustainability.
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Foreword

In today’s business landscape, the responsibility for organizations to act as stewards of social and
environmental integrity has never been clearer.

IMA® (Institute of Management Accountants), a 105-year-old professional association where | serve as
President & CEO, is a leading voice and home for accounting and finance professionals who are
building resilient, sustainable businesses focused on resource preservation, performance, and value
creation.

We believe resources must be managed in a way that sustains and builds value for all stakeholders
that contribute to an organization. Business professionals bring the skills and capabilities to lead the
global transition to deliver on environmental, social, and governance aspects of performance and
value—delivering profits with purpose.

This modified version The GPM P5 Standard for Sustainability in Project Management, now reoriented
towards business practices, is a testament to the evolving understanding of what it means to be truly
sustainable.

By integrating sustainability with core business functions, it challenges companies to redefine success.
Financial performance is no longer the sole metric of achievement—sustainable impact and ethical
conduct are now equally paramount.

As businesses face growing pressures—from resource scarcity to heightened regulatory demands and a
new generation of consumers and employees who demand transparency and responsibility—this
standard offers a structured approach to embedding sustainability holistically, ensuring that every
decision aligns with the broader goals of environmental stewardship, social equity, and economic
viability.

To the leaders who will adopt and implement this standard, you are playing a key part in transforming
challenges into opportunities and committing to a course of action that not only ensures your business
thrives but also contributes to the well-being of the planet and its people.

Mike DePrisco
President & CEO
Institute of Management Accountants
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Introduction

As we look to the future, the importance of sustainability, climate action, ethical behavior, social
responsibility, and transparent supply chains continues to grow. In response, the demand for
sustainable business practices has also increased.

At GPM, we believe that it is our responsibility to promote global citizenship through the
advancement of sustainable initiatives. As a leading organization in sustainable business practice, we
have a unique opportunity to address the challenges facing humanity. Since 2009, we've been at the
forefront of this effort, with our P5 Standard for sustainability in project management being
downloaded over a million times and utilized in nearly every country in the world.

This version of the P5 Standard, which focuses on business practice, aligns with the UN’s Sustainable
Development Goals. It provides business leaders with a focus on creating shared value to tackle global
issues. This standard has been designed to put practical tools in the hands of global changemakers so
that we can address these problems head-on and create a world in which we all can thrive for
generations to come.

We are committed to making sustainable development a central part of business practice and placing
sustainability at the heart of business operations. We hope that this document will provide the
guidance and insights that will lead to more sustainable business practices and a brighter future for all.

Sincerely,

Dr. Joel B. Carboni
Founder, GPM Global
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1 Sustainability and Business Practice

The imperative for businesses to adopt sustainable practices has never been more critical. CEOs
worldwide are recognizing sustainability not only as a moral obligation but also as a foundational
element for long-term business resilience and growth.

The narrative around sustainability has shifted significantly over the past decade. Once viewed as a
secondary or even esoteric concern, sustainability has now moved to the forefront of organizational
agendas. In 2023, an overwhelming 98% of CEOs agree that it is their responsibility to enhance their
employer’s sustainability efforts, a marked increase from 83% in 2013. This data, from the 12th UN
Global Compact Accenture Study, illustrates a growing consensus among top executives that
sustainability is integral to business success and competitiveness.

The study also showed the role of sustainability in driving innovation and opening new market
opportunities. CEOs are increasingly launching sustainable products and services, with industries such
as communications, media, and financial services leading the charge. This shift is not just about
mitigating risks or complying with regulations; it's about seizing the opportunities that sustainability
presents for creating value and driving growth.

Today’s global challenges, including climate change, geopolitical uncertainties, and social
inequalities, are seen not just as hurdles but also as catalysts for accelerating the green transition. The
CEOs surveyed acknowledge that these challenges paradoxically propel the adoption of sustainable
practices as businesses seek to future-proof themselves against an array of uncertainties.

The call to action is clear: businesses must embed sustainability deeply and broadly across their
strategies, operations, and corporate ethos. This involves setting ambitious, science-based climate
targets, adopting circular business models, and ensuring that sustainability criteria are woven into the
fabric of organizational decision-making processes. By doing so, companies can position themselves
not only to mitigate risks but also to seize new opportunities and remain resilient in a rapidly changing
world.

1.1 The Evolution of Management Focus

Management has a long history in construction, government, military, and religious organizations. But
management as a business discipline didn’t really come into its own until the late nineteenth century.
It was then that the innovations of the Industrial Revolution created a need for large organizations to
take advantage of the benefits of mass production.

Scientific management, also called Taylorism after its first practitioner, Frederick Winslow Taylor, was
focused on worker productivity. Taylor believed that there was “one right way” to do every task. He
also believed that workers should share in their employer’s profits, although that aspect of scientific
management gets considerably less publicity. Henry Ford’s assembly line was a logical outgrowth of
Taylorism. Ford too believed that his workers should be well-paid. Or at least well-enough paid to buy
his cars.



Scientific management with its emphasis on the mechanics of work gave way to the Human Relations
approach based largely on the work of Elton Mayo. Mayo first received notice when he showed that
giving workers breaks would actually increase their productivity even though they worked fewer
hours. Mayo’s research team was also responsible for the studies that led to the Hawthorne Effect
where workers became more productive when management simply paid attention to them.

Unfortunately, these worker-focused approaches were largely replaced after World War Il with what
came to be called Shareholder Capitalism where the main responsibility of business was to increase
profits. The previous focus on the worker was replaced with a focus on the shareholders, and short-

term profit maximization was seen as the highest good.

In 1994, John Elkington identified another set of considerations when he coined the term Triple
Bottom Line (3BL) in his book Cannibals with Forks. His argument was that companies should be
preparing three different (and quite separate) bottom lines:

+ Profit — the first bottom line is the traditional measure of financial performance: how
responsible has the organization been in terms of assuring its competitive prosperity?

+ People — the second bottom line is the measure of the organization’s social account: how
socially responsible has it been in terms of its impact on the quality of life of the individuals it
affects?

+ Planet — the third bottom line is the measure of the organization’s environmental account: how
environmentally responsible has it been in terms of its impact on natural ecosystems?

GPM was the first to recognize that sustainable products and sustainable processes were needed to
support Elkington’s Triple Bottom Line. In our P5 for Projects, we also added consideration of risk,
value, and benefits leading to a comprehensive model of sustainable performance. Figure 1 illustrates
the change from Shareholder Capitalism to a For Purpose organization.
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Figure T — Evolution of Management Focus

1.2 Drivers for Sustainability in Business

Organizations adopt sustainability for various reasons. Understanding these drivers can help identify
where the organization stands on its sustainability journey and the potential benefits it can reap along
the way.
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Figure 2 — Drivers for Sustainability in Business

Crisis Management

Initially, organizations adopt sustainability primarily as a reaction to a crisis. This could be an
oil spill, a regulatory issue, or a scandal. The primary motivation here is risk mitigation. These
organizations are driven by the need to respond to immediate threats rather than a genuine
commitment to sustainability. Their focus is on minimizing negative impacts.

Regulatory Compliance

Slightly more advanced organizations are driven by regulatory compliance. They implement
sustainable practices because they are required to by law or regulation. While compliance
ensures they meet minimum standards and avoid penalties, their adoption is still largely
reactive and focused on meeting external requirements rather than internal values. Here, the
primary benefits are risk mitigation plus brand protection as the organization stays within legal
boundaries.

Resource Optimization

At this point, organizations begin to see more direct benefits from sustainability. Motivated by
resource optimization, they adopt sustainable practices to improve efficiency, reduce waste,
and cut costs. This level reflects a shift from reactive to proactive strategies. resource
optimization, These organizations still benefit from risk mitigation and brand protection, but
they also benefit from increased productivity.

Market Differentiation

Organizations at this level are driven by the desire to differentiate themselves from
competitors. Sustainability becomes a strategic advantage, helping them to appeal to
environmentally-conscious consumers and investors. These organizations not only comply
with regulations but also actively seek ways to innovate and lead in sustainable practices,



setting themselves apart in the marketplace. As they build a reputation for leadership in
sustainability, they benefit from increased demand for their products and services.

5. Purpose Driven
At the highest level, organizations adopt sustainability as a core part of their ethos:
sustainability is ingrained in their purpose and mission. They are not just responding to
external pressures or seeking competitive advantage; they genuinely believe in creating a
positive impact on the environment and society. This purpose-driven approach leads to real
growth, attracting like-minded customers, employees, and partners. They foster a culture of
sustainability that drives long-term success and resilience, positioning themselves as leaders in
sustainable business practices.

As organizations move from crisis management to becoming purpose driven, the benefits they
experience from sustainability increase significantly. The journey from reactive adoption to a fully
integrated, purpose-driven approach marks the evolution from merely mitigating risks to achieving
growth and competitive advantage through sustainability.

1.3 The Sustainable Development Goals

The initial release of the P5 Standard was based on the UN Global Compact Ten Principles and the
Global Reporting Initiative (GRI) Standards. In this version, we have mapped our standard to the UN
Sustainable Development Goals (SDGs) documented in the 2030 Agenda for Sustainable
Development. Throughout this standard, there are callout boxes that provide examples of how the P5
elements support specific SDG goals and targets.

With 17 goals and 169 targets, there are many connections and combinations that are possible in any

given instance. In this standard, we have outlined several. For the complete mapping, see Annex 4.
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Figure 3 — The Sustainable Development Goals

For more on the SDGs, visit https://sustainabledevelopment.un.org/sdgs




2 An Introduction to the P5 Standard for Business Practice

According to the International Standards Organization (ISO), standards can be described “as a
formula that describes the best way of doing something.” It could be about making a product,
managing a process, delivering a service, or supplying materials — standards cover a huge range of
activities.

Standards are the distilled wisdom of people with expertise in their subject matter and who know the
needs of the organizations they represent. These people may be manufacturers, sellers, buyers,
customers, trade associations, users, or regulators. Their standards may address:

+ Quality management to help work more efficiently and reduce product failures.

+ Environmental management to help reduce environmental impacts, reduce waste, and be more
sustainable.

+ Health and safety to help reduce accidents in the workplace.
+ Energy management to help cut energy consumption.
+ Food safety to help prevent food from being contaminated.

+ Information Technology (IT) to help keep sensitive information secure.

Most standards are either informative or normative:

+ Informative Standards. Provide guidance, best practices, and recommendations on various
topics related to management systems, processes, products, services, and technologies. While
compliance with informative standards is not mandatory, they can be useful for organizations
seeking to improve their operations or meet stakeholder expectations.

« Normative Standards. Provide requirements, specifications, and guidelines that organizations
must comply with to achieve certification or compliance.

The P5 Standard for Business Practice is primarily informative, although it is also normative in that it
provides the basis for GPM’s programs for the certification of individuals. As well, it provides guidance
on what to measure and how to integrate sustainability into an organization’s activities. It can also be
used by sustainability professionals to support ESG disclosures and sustainability reporting.

By adding consideration of Product and Processes impacts to the triple bottom line of People, Planet,
and Prosperity, P5 stands for Product, Process, People, Planet, and Prosperity.

2.1 The P5 Ontology for Business Practice

Figure 44 is the P5 Ontology for Business Practice. An ontology is a set of concepts and categories in a
subject area that shows their properties and the relationships among them. An ontology helps to
manage complexity by organizing the available information in a coherent way.
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Figure 4 — The P5 Ontology for Business Practice

2.2 P5 Categories, Subcategories, and Elements

The P5 ontology has three major categories: People, Planet, and Prosperity. Each category is further
broken down into subcategories and elements.

Sections 3, 4, and 5 provide guidance on what the management team should do to support each
element as well as what sustainable business outcomes it may be able to achieve. Where relevant, a
mapping to a related SDG target has been provided.

P5 elements comprise aspects of governance that should support and enhance attainment of the
organization’s sustainability goals, targets, and commitments.



2.3  P5 Perspectives and Lenses

The impacts that an organization’s activities have on people, the planet, and prosperity all come as a
result of decisions made about the characteristics of its customer offerings and the management
processes it uses to operate.

P5 for Business analyzes these impacts using two perspectives and five lenses. The two perspectives
are:

+ Product impacts based on the organization’s offerings

 Process impacts based on the management processes it uses to operate

These perspectives are evaluated using the following focus lenses:
« Lifespan and servicing for the product perspective

« Efficiency, effectiveness, and fairness for the process perspective

All five lenses are essential for fully understanding the sustainability impacts of business practice as
they help to reveal impacts that might otherwise be missed. Challenge = Money Laundering Scandal

Element = Money Laundering (3.4.6)

Lens Impact Description

The lifespan of financial applications is compromised when they
Lifespan are used for money laundering. Neither customers nor employees
will trust the organization’s financial processing.

Product
Perspective

Servicing activities become unsustainable due to increased
Servicing scrutiny and the need for more extensive and more frequent
compliance checks.

Operational efficiency plummets as resources are diverted to
Efficiency address the fallout from money laundering, including legal battles
and procedural overhauls.

The effectiveness of the organization’s processes is severely
Effectiveness undermined as money laundering exposes gaps in financial
oversight and regulatory compliance.

Process
Perspective

Unethical behavior leads to an erosion of trust which in turn leads
Fairness customers, employees, and regulators to question whether
processes are being applied fairly.

Figure 5 illustrates possible impacts identified using all five lens for a single element. Sections 2.4 and
2.5 elaborate on how to use the P5 lenses.

Challenge = Money Laundering Scandal
Element = Money Laundering (3.4.6)

Lens Impact Description




Lifespan

The lifespan of financial applications is compromised when they
are used for money laundering. Neither customers nor employees
will trust the organization’s financial processing.

Product
Perspective

Servicing

Servicing activities become unsustainable due to increased
scrutiny and the need for more extensive and more frequent
compliance checks.

Efficiency

Operational efficiency plummets as resources are diverted to
address the fallout from money laundering, including legal battles
and procedural overhauls.

Effectiveness

Process
Perspective

The effectiveness of the organization’s processes is severely
undermined as money laundering exposes gaps in financial
oversight and regulatory compliance.

Fairness

Unethical behavior leads to an erosion of trust which in turn leads
customers, employees, and regulators to question whether
processes are being applied fairly.

Figure 5 — Illustrative Product and Process Impacts

Some elements will not have impacts using all five lenses. However, all five should always be
considered to avoid missing possibly significant impacts.




2.4 P5 Impact Lenses for Product

A product may be a physical item (a building, a car, a vaccine), a service (a consulting report, a
departmental reorganization, a training course), or another type of asset (a research report, a feasibility
study). In P5 for Business, for simplicity, we will use product to apply to both products and services.

The P5 impact lenses address impacts throughout the product life cycle. Products commonly have a
life cycle with five stages:

-
-
-
-
-
-
-~

DEVELOPMENT INTRODUCTION GROWTH MATURITY DECLINE
Figure 6 — Typical Product Life cycle

01. Development — this includes the research and development activities before a product is
introduced to the market.

02. Introduction — the product is introduced to the market; sales growth is slow to moderate.
03. Growth — the product gains visibility; the rate of sales growth increases.

04. Maturity — the product is established; sales growth stabilizes.

05. Decline — the market becomes saturated or shrinks; sales growth decreases.

2.4.1 Product Lifespan

The product lifespan lens examines P5 elements to evaluate the sustainability of a product over its
useful life. By using this lens, the management team can identify areas where improvements should be
made to enhance the overall sustainability of the product.

For example, the management team may discover that certain materials used in production are not
sustainable or that the packaging creates unnecessary waste. By making changes to address these
issues (such as switching to more eco-friendly materials or reducing packaging size), the management
team can make more informed decisions about how to offer products with a smaller environmental
impact and fewer negative social consequences.

When applying the product lifespan lens, the management team should:

« Evaluate the quantity and types of materials and chemicals used in the design and manufacture
of physical items.

« Explore options for reuse, recovery, repurposing, or recycling whenever possible.
+ Consider product lifespan costs (development, distribution, operation, and disposal).
+ Apply design principles that support sustainability throughout the product life cycle.

« Actively search for materials that do not harm people or the planet.

9



+ Develop product designs that emit fewer greenhouse gases.

+ Hold the organization’s value chain (see Section 2.6) to the same standards.

The product servicing lens examines P5 elements to evaluate the sustainability of servicing activities
for the product during its useful life. By using this lens, the management team can identify areas where
improvements should be made to enhance the overall sustainability of the product’s servicing and
maintenance activities.

For example, the management team may discover that certain parts are difficult to replace or repair
leading to waste when the entire product needs to be replaced. By designing products with easily
replaceable or repairable parts, the management team can reduce waste and extend the useful life of
the product.

Additionally, the management team may identify areas where improvements can be made in terms of
energy requirements during product usage or emissions generated during distribution. By improving
energy efficiency or using more sustainable transportation methods for distribution, the management
team can improve the overall sustainability of product servicing.
When applying the product servicing lens, the management team should:

+ Review new technologies for their potential to make servicing activities more sustainable.

+ Avoid making unreasonable, misleading, or deceptive claims about the product’s serviceability.

« Consider servicing costs throughout the life of the product (development, distribution, operation,
and disposal).

« Make conscious choices about energy required to service the product.
+ Design and build the product with servicing in mind.

+ Hold the organization’s value chain (see Section 2.6) to the same standards.

2.5 P5 Impact Lenses for Process

According to the ISO 9000 series of standards, a process is “a set of interrelated or interacting
activities that transforms inputs into outputs.” These interrelated or interacting activities apply
mechanisms to inputs to generate outputs while subject to constraints as illustrated below in Figure
77.

10



Constraints =,

* Cost
* Social
* Environmental

* Deliverables
* Results

* Products

* Services

* Business Need
* Problem
* Opportunity

Process

* People
* Tools
* Equipment

« Organization Mechanisms

Figure 7 — Process Components

Processes used in business can be categorized into three major types:

+ Management-oriented processes which are concerned with identifying, describing, and
organizing the work of the organization.

+ Product-oriented processes which are concerned with specifying and creating a product
(physical item, service, or other asset).

+ Support-oriented processes which provide relevant and valuable support to the other processes
in disciplines such as logistics, finance, accounting, and safety.

The impacts of management-oriented processes are covered in this section. The impacts of product-
oriented processes are covered above in Section 2.4. Support-oriented processes that are performed by
employees are considered in this section. Support-oriented processes performed by suppliers or by
others within the organization should be considered as part of the organization’s value chain.

From a P5 for Business perspective, management processes that do not consider sustainability factors
would be viewed as inadequate. While such approaches may be effective in achieving traditional
profit objectives, they fail to take into account the long-term impact of the organization on the
environment and society. It is crucial for the management team to adopt an approach that considers
sustainability factors alongside traditional profit objectives.

2.5.1 [Kfficiency of Business Processes

The process efficiency lens examines the P5 for Business elements to evaluate whether an
organization’s business processes are designed to use resources optimally. It involves assessing
business processes against industry benchmarks and best-practice frameworks to determine their
efficiency.

For example, the management team may discover that its scheduling practices do not adequately
address resource constraints or that its reporting procedures create many reports that aren’t used. By
addressing these weaknesses, the organization can save time and money while being more sustainable
as well.

11



When applying the process efficiency lens, the management team should:
« Seek to optimize the efficiency of the processes used by the organization.

« Assess its business processes against industry benchmarks and best-practice frameworks.

The process effectiveness lens examines the P5 for Business elements to evaluate whether an
organization’s business processes are designed to use resources effectively. It involves assessing
business processes against industry benchmarks and best-practice frameworks to determine their
efficiency. The management team can use this lens to identify areas that need improvement to
enhance overall performance.

For example, the management team may discover that its risk management practices do not
adequately identify sustainability risks or that it is unable to support sustainability reporting. By
addressing these weaknesses, the organization can reduce sustainability impacts and increase
stakeholder satisfaction as well.

When applying the process effectiveness lens, the management team should:
« Seek to optimize the effectiveness of the processes used in the business.

« Assess its business processes against industry benchmarks and best-practice frameworks.

The process fairness lens examines the P5 for Business elements to evaluate whether all affected
individuals are treated fairly and with respect. Affected individuals includes employees, customers,
suppliers, and other stakeholders.

Fairness does not mean treating everyone exactly the same — it means taking into account individual
differences and circumstances to ensure that everyone is treated equitably. For example, providing
accommodations for individuals with disabilities or offering flexible work arrangements for employees
with caregiving responsibilities can promote fairness without treating everyone exactly the same.

By using this lens, the management team can promote talent acquisition, retention, and
empowerment. It can identify potential biases in policies and practices and take steps to address them.
This leads to a more inclusive workplace where all individuals feel valued and respected.

Moreover, promoting fairness in the organization also helps build trust among stakeholders. When
people feel they are being treated fairly, they are more likely to engage positively with the
organization and support its goals.

When applying the process fairness lens, the management team should:
« Ensure transparency and openness in all its activities.

« Be fair to customers, suppliers, and other stakeholders at all times.

12



2.6 Value Chains

A value chain is the series of activities that an organization undertakes to create and deliver a product
or service to its customers, from its initial design to its arrival at the customer’s door. The chain
includes both upstream activities (performed by suppliers) and downstream activities (performed in the
distribution channels).

Important — the organization’s value chain includes all the activities, processes, and functions
necessary to deliver a product sustainably. The recommended practices in P5 for Business should be
extended to suppliers, partners, and other stakeholders who contribute to the organization.

2.7 P5 and Other International Sustainability Standards

The main purpose of both P5 standards is to identify potential impacts to sustainability, both positive
and negative, that can be analyzed and presented to management to support informed decisions and
effective resource allocation.

Both P5 for Business and P5 for Projects support organizational goals for sustainability by focusing on
the potential impacts of business practice and project activities.

P5 brings internationally recognized standards, accords, and treatises to the forefront of organizational
management. It has direct ties to, but is not limited to, the following:

+ United Nations Universal Declaration of Human Rights

« International Covenant on Civil and Political Rights (ICCPR)

+ International Covenant on Economic, Social, and Cultural Rights (ICESCR)

« Convention on the Elimination of all Forms of Discrimination against Women (CEDAW)

+ ILO Declaration on Fundamental Principles and Rights at Work

+ The 2030 Agenda for Sustainable Development

+ UN Sustainable Development Goals (SDGs)

+ Sustainable Accounting Standards Board (SASB) Standards

+ SA8000:2014 Standard (Social Accountability International)

+ Ten Principles of the United Nations Global Compact

+ Global Reporting Initiative (GRI) Standards

Managers should be familiar with these documents as they are often updated. The ILO Declaration on
Fundamental Principles and Rights at Work for example was amended in 2022.

A full mapping can be downloaded at www.gpmglobal.org/p5

13



3 People Impacts

The people (social) category of sustainability concerns the impacts that an organization’s activities and
results may have on individuals, society, and communities. The focus of the people category is on
operating ethically and maintaining mutually beneficial relationships with employees, customers,
suppliers, supply chains, and the wider community in general.
The people category contains the following subcategories:

« Labor practices and decent work

« Society and customers

+ Human rights

« FEthical behavior

People Impacts

Labor Practices . . . !
and Decent Work Society and Customers Human Rights Ethical Behavior

Employment e Community i Harassment and Sustainable Procurement =
8o o o [
and Staffing { Engagement fat Discrimination and Contracts

Labor/Management 2. Public Policy/ m Age-Appropriate 1r .
Relations S Compliance Labor £~

Project Health and oo Protection for Indigenous % Forced/Involuntary ’ #;? . o
Safety N and Tribal Peoples m Labor Fair Competition M

Anti-Corruption

Training and Customer Health Talent Acquisition, Reten- ("ong | Responsible S
Qualification =l and Safety & tion, and Empowerment A Technology :@\3

Organizational : Product and Service \‘ Green Claims and @ 1
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Work-Life Harmony (_.gj
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Figure 8 — People Impacts
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3.1 Labor Practices and Decent Work
Labor practices and decent work are essential for the protection of workers’ health and rights.

Labor practices should be focused on fostering a healthy and productive workforce that ultimately
contributes to a sustainable future. Decent work involves fair wages, safe working conditions, and
opportunities to grow. It also involves efforts such as collective bargaining and proper resource
allocation. Additionally, organizations should strive to provide equitable working conditions
regardless of gender, ethnicity, or other factors.
This subcategory deals with the organization’s relationships with its workers. It covers:

+ Employment and staffing

+ Labor/management relations

« Staff health and safety

+ Training and qualification

+ Organizational learning

+ Equal opportunity

+ Local competence development

+ Work-life harmony and mental health

15



This element covers the policies, procedures, and practices needed to support the individuals
working in the organization. It deals with both supervisory staff such as the executive management
team as well as all employees throughout the organization, including contractors.

Employment and staffing is the process of obtaining the personnel needed to operate an organization.
It includes identifying the skills required for business operations, recruiting potential individuals
(internally or externally), managing their time and performance, training them when needed, and
compensating them accordingly.

The management team should:

Invest in training and development programs for workers to improve their skills and increase
their job security.

Encourage flexible work arrangements such as telecommuting and part-time work.
Implement fair pay/livable wages and benefits policies to attract and retain high-quality workers.
Foster a positive and inclusive workplace culture that values and respects all employees.

Diversify its workforce by recruiting from underrepresented groups.

Improved employment and staffing helps to achieve the following sustainable business outcomes:

Increased job security for employees due to job stability and secure wages.

Improved long-term economic growth since workforce productivity increases with improved
working conditions.

Increased motivation, improved morale, and reduced turnover.

Reduced labor costs due to better resource management, fewer labor disputes, and decreased
turnover rates.

DEGENT WORK AND Supports SDG 8, Target 5. “By 2030, achieve full and productive

ECONOMIC GROWTH

employment and decent work for all women and men, including for young
ii/" people and persons with disabilities, and equal pay for work of equal
value”
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3.1.2 lLabor/Management Relations

This element covers the policies, procedures, and practices needed to ensure an effective working
relationship across all levels of the organization.

Labor/management relations means building trust, understanding, and cooperation among managers
and staff. It involves respecting each other’s opinions, resolving conflicts proactively, communicating
clearly, and ensuring that everyone is aware of their roles and responsibilities.

The management team should:
+ Recognize and support both legal and human rights for everyone in the organization.
+ Define and implement approaches for addressing disputes.
¢ Regardless of position or rank in the company, treat all workers fairly.
+ Be consistently constructive when providing feedback.

+ Be open to learning from employees at all levels of the organization.

Better labor/management relations helps to achieve the following sustainable business outcomes:
+ Increased productivity from individuals who are engaged and motivated in their work.
+ A positive work environment with improved morale and satisfaction.

+ Reduced turnover and lower costs for recruiting and training new personnel.

1 REDUCED

INEQUALITIES

Supports SDG 10, Target 4. “Adopt policies, especially fiscal, wage and
‘ =) social protection policies, and progressively achieve greater equality”
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3.1.3  Staff Health and Safety

This element covers the policies, procedures, and practices needed to ensure the health and safety of
permanent staff and contractors.

Health and safety is the practice of creating safe working conditions for all individuals working in and
for the organization. It involves implementing measures such as hazard assessment, risk management,
training, enforcement, and investigation. Its main goal is to ensure that individuals are not exposed to
any unnecessary risks while performing their work.
The management team should:

+ Identify and comply with relevant health and safety laws and regulations.

« Identify and evaluate options for controlling hazards.

+ Develop plans to protect individuals during emergencies and other nonroutine activities.

« Ensure that individuals are given the necessary equipment, clothing, and training to carry out
their work safely.

« Establish clear procedures for reporting incidents and near-misses.
+ Investigate the causes of incidents and near-misses.
+ Promptly inform individuals about any changes to health and safety practices.

« Conduct regular risk assessments and inspections of the work environment to ensure it is safe at
all times.

+ Provide permanent staff with appropriate training on health and safety procedures to ensure that
they are aware of risks associated with any activities they are involved in.
Enhanced staff health and safety helps to achieve the following sustainable business outcomes:
+ A safe, secure, and healthy workplace for staff.
+ Minimal lost time and minimal costs from workplace illnesses and injuries.

+ Avoidance of fines and penalties for breaches of health and safety laws and regulations.

NN BEhG Supports SDG 3, Target c. “Strengthen the capacity of all countries, in

A / \ particular developing countries, for early warning, risk reduction and
management of national and global health risks”
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3.1.4  Training and Qualification

This element covers the policies, procedures, and practices needed to ensure that permanent staff
have the skills needed to carry out the organization’s activities.

Training and qualification is the process of ensuring that permanent staff have the necessary skills to
effectively complete their work. It involves providing instruction, assessing proficiency, monitoring
performance, and offering guidance.
The management team should:

« Identify skills required across the organization.

« Identify skill gaps and development needs of permanent staff.

+ Avoid placing permanent staff in roles they are not suited for.

« Sponsor training programs that enable permanent staff to learn new skills.

 Give permanent staff access to mentors who can offer advice and practical tips on how to
improve their skills.

+ Encourage permanent staff to collaborate with each other and share ideas for professional
growth.

« Establish a system of rewards and recognition for those who improve their skills.

Improved training and qualification helps to achieve the following sustainable business outcomes:

+ Enhanced engagement when permanent staff know they will have an opportunity to develop
their skills.

« Improved productivity, efficiency, and creativity when permanent staff are able to apply their
new skills to the work.

+ Increased ability to attract qualified individuals looking for an organization where they can grow
professionally.

+ Better organization performance through improved skills.

Supports SDG 4, Target 3. “By 2030, ensure equal access for all women

e and men to affordable and quality technical, vocational and tertiary
EDUCATION

education, including university”

m l Supports SDG 4, Target 4. “By 2030, substantially increase the number of
youth and adults who have relevant skills, including technical and
vocational skills, for employment, decent jobs and entrepreneurship”
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3.1.5 Organizational Learning

This element covers the policies, procedures, and practices needed to support both knowledge
management and knowledge creation throughout the organization.

Organizational learning is a form of knowledge management in which organizational components and
individual employees are encouraged to capture, share, and apply their knowledge. This enables the
organization to adapt and improve its processes and products over time.
The management team should:

+ Capture lessons learned and share them throughout the organization.

+ Engage with permanent staff to promote organizational learning.

« Establish clear processes for knowledge sharing.

« Invest in the appropriate technologies to facilitate knowledge capture, storage, and retrieval.

+ Encourage collaboration across functional units to foster a culture of open communication and
learning.

« Create conditions that motivate employees to share new insights, experiences, and ideas.
+ Endeavor to provide permanent staff with access to the right information at the right time to
make better decisions faster.
Organizational learning helps to achieve the following sustainable business outcomes:

+ Enhanced capabilities throughout the organization.

Increased efficiency and effectiveness throughout the organization.

Creation of an organizational body of knowledge that can be used to improve results.

Increased efficiency and cost savings by avoiding past mistakes.

+ More informed decision-making based on insights from previous activities.

16 Pceao Supports SDG 16, Target 6. “Develop effective, accountable and
transparent institutions at all levels”

Y,

Supports SDG 16, Target 7. “Ensure responsive, inclusive, participatory and
representative decision-making at all levels”
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3.1.6  Equal Opportunity

This element covers the policies, procedures, and practices needed to ensure that all workers, both
permanent staff and contractors, are provided equal opportunities.

Equal opportunity is the practice of providing individuals with access to jobs, opportunities, and
responsibilities based on their qualifications regardless of gender, race, age, or other characteristics. It
seeks to eliminate any type of discrimination in the workplace and to ensure that all workers are
treated fairly and given an equal chance to participate in an appropriate way.
The management team should:

+ Provide equal opportunity for all based on skill.

+ Show zero-tolerance for bias based on gender, race, age, or other characteristics.

 Provide accommodations for individuals with disabilities.

+ Ensure a transparent and fair performance evaluation process.

+ Provide space for open dialogue to better understand different perspectives and experiences.

« Create an environment of trust where everyone is respected and valued.

Support for equal opportunity helps to achieve the following sustainable business outcomes:
+ Reduced turnover and better employee engagement.
+ Improved organizational morale and productivity.
+ Enhanced creativity and innovation from diverse perspectives.

+ Increased trust between employees and employers.

Greater access to a diverse talent pool.

10 B Supports SDG 10, Target 3. “Ensure equal opportunity and reduce
inequalities of outcome, including by eliminating discriminatory laws,
< — policies and practices and promoting appropriate legislation, policies and

action in this regard”
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3.1.7  Local Competence Development

This element covers the policies, procedures, and practices needed to increase the likelihood that
the skills needed to support the organization will be available no matter where it is located.

Local competence development is the process of fostering and expanding skills, knowledge, and
expertise in the localities in which the organization operates. It can involve providing training or
education to local individuals, as well as encouraging collaboration and the sharing of resources with
local organizations or local individuals.
The management team should:

+ Consider the abilities of local organizations and individuals when planning staffing.

+ Use local labor whenever possible.

+ Leverage local practices and culture to improve efficiency.

+ Incorporate local employment targets in supplier contracts.

Development of local competence helps to achieve the following sustainable business outcomes:
« New and improved skills in the local area.
» More sustainable access to a qualified workforce.
« Increased productivity, quality, and efficiency from workers.

+ Enhanced innovation opportunities from collaborating with local experts.

Economic growth and wider social inclusion in the local area.

Supports SDG 4, Target 7. “By 2030, ensure that all learners acquire the

quaLy knowledge and skills needed to promote sustainable development,
EDUCATION

including, among others, through education for sustainable development
I!ﬂl and sustainable lifestyles, human rights, gender equality, promotion of a
culture of peace and non-violence, global citizenship and appreciation of
cultural diversity and of culture’s contribution to sustainable development”
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3.1.8 Work-Life Harmony and Mental Health

This element covers the policies, procedures, and practices needed to ensure that workers are able
to achieve both personal and professional goals while protecting and promoting mental health for
persons in high stress positions.

Work-life harmony and mental health refers to the ability of individuals to strike a balance between
their professional goals and commitments within their personal lives. This involves taking regular
breaks from work, developing healthy work habits, and engaging in activities that bring a sense of joy
and contentment.

The management team should:

« Employ flexible work schedules so that permanent staff can better manage their life and
organizational commitments.

+ Offer paid time off (typically at least annual vacations and statutory holidays) for full-time
employees to help them maintain a good balance between their job responsibilities and their
personal life.

+ Provide remote working options to support mental health and wellbeing.

+ Assess, and then mitigate or remove, workplace risks to mental health.

+ Support workers with mental health conditions to participate and thrive in work.

+ Watch for, and then address, unexpected or worrisome changes in the behavior or habits of

permanent staff.

Better work-life harmony and improved mental health help to achieve the following sustainable
business outcomes:

+ More productive workers.
« Increased motivation, improved morale, and reduced turnover.

« Workers who are better equipped to handle difficult situations and stressors.

3w Supports SDG 3, Target d. “Strengthen the capacity of all countries, in
A /\ particular developing countries, for early warning, risk reduction and
management of national and global health risks”
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3.2 Society and Customers

Organizations must address how their stakeholders, particularly society and customers, are affected
by business activities and business results.

Society’s needs should be considered at all times to ensure that the organization meets the
expectations of customers, investors, suppliers, and society at large. Customer needs must be met in a
responsible manner. The organization should always strive to not only benefit society and the
organization’s customers but also to have a net positive impact on people’s lives.

This subcategory deals with the organization’s interactions with society and with the customers who
will make use of the organization’s products. It covers:

« Community engagement

+ Public policy and compliance

+ Protection for indigenous and tribal peoples

+ Customer health and safety

Product and service labeling

« Customer privacy and data protection

24



This element covers the policies, procedures, and practices needed to ensure support for the
organization’s activities from any affected communities.

Community engagement is the practice of treating local residents as stakeholders. This is essential as it
ensures that local needs and perspectives are taken into consideration when taking any action that
affects the community. It also requires a two-way exchange of information and ideas between the
organization and the community to make the organization more effective, efficient, and beneficial for
all involved.

The management team should:

+ Actively engage with the local community to gain support and ensure that community voices
are heard.

+ Develop a clear and consistent message tailored to the people impacted by the organization.

+ Be open and honest about proposed impacts and actively address any concerns voiced by the
community.

+ Be open and honest about proposed changes within the organization and actively engage the
community in conversations about potential impacts.

+ Take part in events such as town halls or media interviews to share information about business
activities.
Community engagement helps to achieve the following sustainable business outcomes:

« Better brand reputation by virtue of better relationships with the people affected by the
organization.

+ Improved public relations when the community trusts the individuals speaking for the
organization.

+ Enhanced brand visibility through involvement in community events.

“Support positive economic, social and
environmental links between urban, peri-urban and rural areas by
strengthening national and regional development planning”
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3.2.2  Public Policy and Compliance

This element covers the policies, procedures, and practices needed to ensure that the organization
complies with relevant laws and regulations.

Public policy and compliance includes the steps taken to ensure that the organization complies with
all relevant laws and regulations. This involves researching relevant laws and regulations,
understanding their implications for the organization, and taking necessary steps to make sure these
laws and regulations are respected.
The management team should:

+ Keep abreast of changes to relevant laws and regulations.

+ Review existing procedures and processes for compliance and update them as needed.

+ Encourage all employees to comply with both the letter and the spirit of relevant laws and
regulations.

« Actively monitor business activities to ensure compliance with relevant laws and regulations.

Public policy and compliance helps to achieve the following sustainable business outcomes:

+ Assurance that organizational activities are conducted within the boundaries of legal
requirements.

+ Improved brand reputation through visible compliance with legal requirements.

+ Lower risk by reducing the potential for violations of public policy.

10 REDUCED
INEQUALITIES

Supports SDG 10, Target 4. “Adopt policies, especially fiscal, wage and
< — social protection policies, and progressively achieve greater equality”
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This element covers the policies, procedures, and practices needed to ensure that the organization
protects the rights of affected indigenous and tribal peoples to enjoy and practice their cultures,
customs, religions, and languages.

Protection for indigenous and tribal peoples includes the measures taken to ensure the rights and
wellbeing of affected populations as part of the organization’s activities. This includes protection of
their culture, land use rights, language, religion, and other forms of recognition.

The management team should:

« Prevent any action which might deprive affected indigenous or tribal peoples of their cultural
values or ethnic identities.

+ Involve affected indigenous and tribal leaders in the planning process to help ensure that any
potential impacts of the organization on them are taken into account.

 Respect the right of affected indigenous and tribal peoples to autonomy over their lands and
resources, and give them meaningful input into decisions that may impact them.

+ Provide affected indigenous and tribal peoples with timely, accurate information about
proposed business activities that may affect their interests.

+ Apply the guidance for local competence development (section 3.1.7) to indigenous and tribal
peoples.

Protection for indigenous and tribal peoples helps to achieve the following sustainable business
outcomes:

« Improved relationships with affected local communities.

+ Reduced environmental impact when indigenous and tribal knowledge helps identify potential
environmental impacts and develop mitigation strategies.

+ Enhanced brand reputation and greater public support by demonstrating respect for and
consideration of indigenous and tribal peoples.

“Strengthen efforts to protect and safeguard the
world’s cultural and natural heritage”
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3.2.4  Customer Health and Safety

This element covers the policies, procedures, and practices needed to ensure the health and safety of
the organization’s customers (individuals and organizations).

Customer health and safety includes the measures taken to ensure the physical and mental wellbeing
of the users of the organization’s products. This includes providing information about risks and
hazards, proper customer handling, and adherence to relevant safety standards, protocols, laws, and
regulations.

The management team should:

« Comply with relevant standards, protocols, laws, and regulations that apply to customer health
and safety.

+ Ensure that the design of its products minimize potential health and safety hazards to customers.

« Establish measures such as safety inspections and emergency plans to help prevent accidents
involving visitors to the organization’s working areas.

Better customer health and safety helps to achieve the following sustainable business outcomes:
+ Reduced complaints and increased customer satisfaction.
+ Reduced risk of liability claims in the event of an incident.

+ Improved brand reputation by demonstrating a commitment to customer health and safety.

AN Supports SDG 3, Target c. “Strengthen the capacity of all countries, in

A / \ particular developing countries, for early warning, risk reduction and
management of national and global health risks”
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3.2.5 Product and Service Labeling

This element covers the policies, procedures, and practices needed to ensure that the organization’s
products are labeled correctly as to content, sourcing, safe use, disposal, and any other factors that
may have an effect on society or customers.

Product and service labeling includes procedures used to ensure that products are accurately labeled
according to legal and ethical standards. This includes properly disclosing potential risks, hazards, and
side effects associated with the use of products and services as well as providing appropriate
information about the origins of these products and services.

The management team should:
 Use eco-friendly or biodegradable materials for labeling.
+ Use digital labeling or QR (Quick Response) codes to reduce the need for physical labeling.

+ Use recognized, standard symbols to communicate environmentally friendly or environmentally
hazardous features.

+ Label products with accurate information regarding health and safety risks so that customers can
make informed decisions.

+ Provide information on the product’s end-of-life disposal options.
+ Consider the entire life cycle of the product when designing the labeling.

« Provide evidence for any claims of being “environmentally friendly” or “sustainable.”

Improved product and service labeling helps to achieve the following sustainable business outcomes:
+ Enhanced brand reputation and trust.

+ Increased purchases by customers of environmentally friendly products.

12 Goiuuenon Supports SDG 12, Target 8. “By 2030, ensure that people everywhere have

m the relevant information and awareness for sustainable development and
lifestyles in harmony with nature”
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3.2.6  Customer Privacy and Data Protection

This element covers the policies, procedures, and practices for avoiding the loss or compromise of
customer information.

Customer privacy and data protection encompasses the measures taken to safeguard customer data
such as personal information or financial details. It includes providing secure storage facilities and
encryption technologies, implementing appropriate access controls and authentication procedures,
and ensuring compliance with relevant laws and regulations.
The management team should:

+ Obtain explicit consent for any data collection or usage.

+ Implement robust security measures and regularly monitor and audit systems.

« Train permanent staff and others with access to customer data on data privacy and security best
practices.

« Limit access to sensitive data.

« Stay current with the latest threats and vulnerabilities and comply with all applicable data
protection and privacy laws and regulations.

« Verify the adequacy of any third-party service providers and replace those with inadequate

controls.

Improved customer privacy and data protection helps to achieve the following sustainable business
outcomes:

+ Improved customer trust.

+ Improved brand reputation, performance, and competitiveness by demonstrating a commitment
to data security and privacy.

+ Less negative publicity and fewer legal disputes.

16 Miccawo Supports SDG 16, Target 10. “Ensure public access to information and

protect fundamental freedoms, in accordance with national legislation and
international agreements”

17 s Supports SDG 17, Target 10. “Promote a universal, rules-based, open, non-
discriminatory and equitable multilateral trading system under the World

@ Trade Organization, including through the conclusion of negotiations under

its Doha Development Agenda”
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Human Rights

3.3 Human Rights

Organizations should have a strong foundation in upholding human rights, both for their own
employees and with regard to external stakeholders.

Human rights includes satisfying basic needs such as food, clean water, housing, education, and
healthcare. It also involves ensuring that these needs are provided on an equitable basis regardless of
gender, race, age, or other characteristics. Organizations should strive to create an environment where
everyone is treated with dignity and respect and given agency over their lives. Human rights must be
taken into consideration during business activities to ensure fairness and equity for all involved.

This subcategory addresses the rights inherent to all human beings regardless of gender, race, age, or
other characteristics. It covers:

+ Harassment and discrimination
+ Age-appropriate labor
+ Forced and involuntary labor

« Talent acquisition, retention, and empowerment
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3.3.1 Harassment and Discrimination

This element covers the policies, procedures, and practices needed to ensure that the organization
does not discriminate or harass on the basis of race, color, national or ethnic origin, age, religion,
disability, sex, sexual orientation, gender identity and expression, veteran status, pregnancy status,
or any other characteristic protected under applicable law.

Harassment and discrimination involves the measures adopted to ensure a safe, respectful, and non-
discriminatory workplace environment. This includes developing policies that protect employees from
unjust treatment, creating an inclusive environment, implementing effective reporting procedures for
instances of inappropriate behavior, and providing sufficient training for management on how to
handle such issues.
The management team should:

+ Implement a zero-tolerance policy against harassment and discrimination.

+ Create a culture that promotes respect and inclusion.

+ Provide regular training for all permanent staff on the laws, regulations, and policies that
prohibit harassment and discrimination.

+ Encourage permanent staff to report incidents and have a process to investigate and address any
reported incidents promptly and impartially.

+ Hold suppliers and their supply chains to the same standard.
Effective harassment and discrimination practices help to achieve the following sustainable business
outcomes:

+ Reduced exposure to lawsuits and claims.

+ Reduced turnover and lower hiring costs.

+ Improved productivity and morale.

1 REDUCED
INEQUALITIES

: Supports SDG 10, Target 2 “Empower and promote the social, economic
< -) and political inclusion of all, irrespective of age, sex, disability, race,
ethnicity, origin, religion or economic or other status”

GENDER
EQUALITY

g

Supports SDG 5, Target 1. “End all forms of discrimination against all
women and girls everywhere”
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3.3.2 Age-Appropriate Labor

This element covers the policies, procedures, and practices needed to ensure that children are not
exploited by the organization’s activities. This goes beyond simple observation of minimum age
requirements and includes prohibiting work that deprives children of their childhood, interferes with
their potential and their dignity, or that is harmful to their physical and mental development.

Age-appropriate labor means ensuring that children are not put in dangerous or exploitative situations
while still allowing them to develop essential job skills. It is used to describe work suitable for a
person’s skill level and maturity.

The management team should:

+ Provide support for the ILO Convention Concerning Minimum Age for Admission to
Employment.

« Ensure that all workers are at or above the minimum age required by law.

+ Prevent children from being put into situations that might harm their health or general well-
being.

+ Protect the human rights, including the right to an education, of any child workers.
« Verify that all labor in their value chain is age appropriate and hold any third parties
accountable for violations.
Using only age-appropriate labor helps to achieve the following sustainable business outcomes:
+ Protection for the rights of minors who may be more vulnerable to exploitation.
+ Safe and healthy working conditions for all workers.
+ Reduced exposure to lawsuits and claims.

+ Enhanced brand reputation.

O Supports SDG 8, Target 7. “Take immediate and effective measures to

o

eradicate forced labour, end modern slavery and human trafficking and
™ secure the prohibition and elimination of the worst forms of child labour,

including recruitment and use of child soldiers, and by 2025 end child
16 Sstec” labour in all its forms”

! Supports SDG 16, Target 2. “End abuse, exploitation, trafficking and all
—= forms of violence against and torture of children”

33



This element covers the policies, procedures, and practices needed to ensure that all organizational
activities are performed by willing workers.

Forced and involuntary labor means any work or service that is extracted from a person under the
menace of punitive action against themselves or their families. It includes work where the payment is
below subsistence levels, or where the payment is in goods which are not desirable. Forced and
involuntary labor can take many forms including human trafficking, debt bondage, enslavement, and
unjustly long working hours.
The management team should:

+ Provide support for the ILO Forced Labour Convention.

+ Adhere to labor protection laws and regulations including those that prohibit or criminalize any
form of forced or involuntary labor.

+ Use clearly-defined and rigorous recruitment and selection procedures to ensure that no workers
are subject to deceptive recruiting or intimidation.

« Establish a safe grievance procedure to facilitate reporting of evidence of forced or involuntary
labor.

« Periodically verify that suppliers and contractors are in compliance with ILO standards.

+ Develop transparent policies ensuring fair wages and safe working conditions for everyone.

Support for forced and involuntary labor practices helps to achieve the following sustainable
business outcomes:

+ Protection of vulnerable workers from exploitation, abuse, and human trafficking.
+ Increased worker engagement, trust, and loyalty by respecting their basic rights.
+ Better compliance with labor laws.

+ Improved brand reputation and consumer confidence.

Supports SDG 8, Target 7. “Take immediate and effective measures to
DECENT WORK AND . . .
ECONOMIC GROWTH eradicate forced labour, end modern slavery and human trafficking and
secure the prohibition and elimination of the worst forms of child labour,
including recruitment and use of child soldiers, and by 2025 end child
labour in all its forms”

o
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This element covers the policies, procedures, and practices needed to attract, retain, and empower
talent while fostering an environment where individuals are valued, growth is supported,
opportunities are accessible, and teams are equipped to thrive.

Talent acquisition, retention, and empowerment is the commitment to attracting, developing, and
retaining needed talent while fostering a workplace that adapts to evolving needs, encourages
collaboration, and provides access to growth opportunities.

The management team should:

Ensure hiring, promotion, and compensation based on skills, contribution, and potential.

Empower broad participation in decision making, ensuring that diverse expertise and
perspectives contribute to business success.

Support ongoing learning initiatives that equip workers with adaptive skills and cross-functional
expertise.

Provide mentorship opportunities, career advancement pathways, and leadership training.

Ensure fair access and opportunity-based growth.

Support for talent acquisition, retention, and empowerment helps to achieve the following
sustainable business outcomes:

Increased productivity by cultivating an environment of collaboration and trust.
Enhanced decision-making capabilities by embracing different perspectives.

Improved employee engagement and morale through feeling valued.

More effective recruitment strategies that attract strong talent.

Higher customer satisfaction rates due to a heightened sense of connection and loyalty.

Improved public image leading to increased brand recognition and market share.
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3.4

Ethical Behavior

Organizations should adhere to ethical principles such as respect for human rights, fairness,
transparency, and accountability.

Ethical considerations should be taken into account when performing business activities or making
decisions which might have a negative impact on society or those working in the organization.
Stakeholders must be given a voice in decisions that affect them, and they must be treated with
respect. By taking ethical considerations seriously, organizations can ensure that their objectives are
achieved in a responsible manner.

This subcategory deals with the need to recognize that conscious leadership in support of a higher
purpose provides the foundation for successful and stronger organizations. It covers:

Sustainable procurement practices and contracts
Anti-corruption

Fair competition

Responsible technology

Green claims and greenwashing

Money laundering

Financing organized crime
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3.4.1 Sustainable Procurement Practices and Contracts

This element covers the policies, procedures, and practices needed to supply the organization with
sustainably purchased resources.

Sustainable procurement practices and contracts includes practices for obtaining goods, raw
materials, and services that take into account environmental, economic, and social impacts. It means
contracting for resources in an ethical manner. It requires establishing agreements which adhere to
environmental, social, and human rights standards.

The management team should:

+ Include the environmental, economic, and social impact of the product or service as a factor in
all purchasing decisions.

+ Evaluate the environmental and social performance of all suppliers.

« Prioritize products and services with reputable sustainability certifications such as Energy Star,
Forest Stewardship Council (FSC), and Leadership in Energy and Environmental Design (LEED).

«+ Encourage the use of eco-efficient products and services that use less energy, less water, have a
longer life span, and are made from recycled or reused materials.

+ Train relevant workers on sustainable procurement.
« Pay suppliers in accordance with their contracts and hold them to the same standards and

practices for sustainable procurement.

Sustainable procurement practices and contracts can help to achieve the following sustainable
business outcomes:

+ Cost savings through the use of more energy- and resource-efficient products and services.
+ Reduced waste and increased recycling.

+ Enhanced brand image making it more attractive to customers and investors who prioritize
sustainability.

« Increased innovation as suppliers are encouraged to develop more sustainable products and
services.

Supports SDG 12, Target 7. “Promote public procurement practices that are
sustainable, in accordance with national policies and priorities”
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3.4.2 Anti-Corruption

This element covers the policies, procedures, and practices needed to avoid all forms of corruption
including extortion and bribery.

Anti-corruption is the practice of rejecting both offers of and requests for gifts, payments, or other
forms of benefits in order to influence the activities, results, or outcomes of the organization. It involves
making sure that the organization is free of unethical practices such as bribery, money laundering,
fraud, and embezzlement.

The management team should:

Implement comprehensive anti-corruption policies

Establish a rigorous vetting process for suppliers.

Develop clear procedures for preventing bribery and detecting suspicious activity.
Train permanent staff about how to prevent, detect, and report corruption.

Set up anonymous reporting mechanisms to minimize fear of retribution or censure.

Inform individuals and communities affected by the organization about their rights and how to
contest or report potential corruption.

Monitor contractual activities to ensure compliance with regulations and standards set out in the
agreements.

Make financial information available for review by management and regulators alike.

Eliminating bribery and corruption helps to achieve the following sustainable business outcomes:

Improved relationships with stakeholders.
Increased trust from customers, partners, and other members of the public.
Reduced risk of legal and financial repercussions for unethical behavior.

Goodwill towards the organization as it demonstrates a commitment to transparency and
integrity.

Supports SDG 16, Target 5. “Substantially reduce corruption and bribery in
all their forms”

16 Gsce”

Supports SDG 16, Target 6. “Develop effective, accountable and
transparent institutions at all levels”
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3.4.3  Fair Competition

This element covers the policies, procedures, and practices needed to ensure that the organization
does not participate in anticompetitive behavior, especially any which might result in legal action.

Fair competition is the practice of ensuring that all parties wanting to provide products to the
organization have an equal opportunity to compete and win. It requires taking measures to ensure that
no individual party has an unfair advantage due to size, wealth, influence, or any other factor. This
includes enforcing laws and regulations against anticompetitive behavior such as price-fixing and
market manipulation. Additionally, fair competition calls for creating transparent processes for bidding
and contract awards to ensure fair opportunities for businesses of all sizes and types.
The management team should:

+ Refuse to participate in collusive purchasing activities such as bid-rigging.

+ Refuse to participate in price-fixing agreements.

 Implement clear and transparent bidding and selection processes for all products and services.

« Establish selection criteria prior to issuing any Request for Proposal, Request for Bid, or Request
for Quotation.

o Establish selection criteria that do not provide an unfair advantage for certain suppliers.
+ Make sure all prospective suppliers have access to the same information about business
requirements, timelines, and expectations.
Support for fair competition helps to achieve the following sustainable business outcomes:

+ Improved trust in the sponsoring organization as it demonstrates a commitment to fairness and
integrity.

+ Reduced risk of legal repercussions for violations related to procurement activities.

+ More competitive prices and schedules as a result of transparent processes.

16 "zao Supports SDG 16, Target 5. “Substantially reduce corruption and bribery in

JUSTICE

all their forms”

Supports SDG 16, Target 6. “Develop effective, accountable and
transparent institutions at all levels”
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This element covers the policies, procedures, and practices for the use of technology in a manner
that respects the rights and dignity of the individuals and communities affected by it.

Responsible technology is the practice of taking into account ethical, legal, and social implications that
involve new or emerging technologies. This includes developing and adhering to frameworks and
policies related to data privacy, intellectual property rights, and environmental impact. Responsible
technology also requires ensuring that technology is used in a safe and responsible manner.

The management team should:

+ Guide the development and deployment of technology using guidelines grounded in fairness,
transparency, accountability, and social responsibility.

« Provide appropriate training to workers on the ethical implications of any work with Artificial
Intelligence (Al) and ensure that any data sets used to train Al systems are representative and
valid for purpose.

+ Develop mechanisms to manage and respond to risks associated with using Al technologies in
its products.

+ Develop mechanisms to detect and address potential bias in algorithms or data sources used to
generate insights or drive decisions.

« Use green computing solutions and renewable energy sources whenever possible.

Responsible use of technology helps to achieve the following sustainable business outcomes:
+ Reduced discrimination by making technology accessible to all users.
+ More successful and sustainable products that are trusted by users.
+ Better decision-making and outcomes.

» Development and implementation of solutions that help protect biodiversity and regenerate
degraded ecosystems.

17 Pnasies Supports SDG 17, Target 7. “Promote the development, transfer,
dissemination and diffusion of environmentally sound technologies to
@ developing countries on favorable terms, including on concessional and

preferential terms, as mutually agreed”
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3.4.5 Green Claims and Greenwashing

This element covers the policies, procedures, and practices needed to ensure accurate green claims
and prevent greenwashing.

Green claims are statements made by an organization to indicate that a product has been designed
and produced in a manner that is considered environmentally responsible. These claims typically
relate to the organization’s efforts to reduce its environmental impact such as using recycled materials,
renewable energy sources, and efficient production processes.

Greenwashing is the practice of making false or misleading claims in order to mislead consumers into
believing that a product is more environmentally friendly than it actually is. This can be done through
deceptive language, exaggerations, or omitting relevant information about an organization’s true
environmental practices.
The management team should:

+ Tell the truth about the organization’s environmental impacts.

+ Have a zero-tolerance policy for greenwashing.

« Verify suppliers” environmental practices and replace suppliers with invalid green claims.

« Provide accurate information in support of ESG disclosures and sustainability reports.

Making accurate green claims and preventing greenwashing helps to achieve the following
sustainable business outcomes:

+ Reduced environmental impact.
+ Increased public trust in their brand.

+ Improved public image of the sponsoring organization(s).

Support for an eco-friendlier marketplace.

Reduced costs to defend against false advertising claims.

12 Goisueron Supports SDG 12, Target 6. “Encourage companies, especially large and

m transnational companies, to adopt sustainable practices and to integrate
sustainability information into their reporting cycle”
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3.4.6  Money Laundering

This element covers the policies, procedures, and practices needed to ensure that money gained
from illegal activities is not made to appear lawful.

Money laundering involves concealing the origins of illegally obtained funds and making them appear
legitimate by obscuring their connection to criminal activities. Organizations should safeguard their
financial integrity by implementing effective anti-money laundering strategies to prevent illegal
concealment. This involves making sure the organization conforms to recognized economic, social,
and governance standards.
The management team should:

« Document, distribute, and actively support anti-money laundering policies.

« Periodically conduct a comprehensive anti-money laundering risk assessment that includes the
organization’s supply chain.

+ Conduct due diligence assessments of all new suppliers.

+ Train employees who process financial transactions to recognize and report potential
placement, layering, or integration activity.

« Screen all financial transactions against watchlists of sanctioned and politically exposed
organizations and individuals.

+ Investigate all financial alerts thoroughly.

Avoiding placement, layering, or integration of financial assets helps to achieve the following
sustainable business outcomes:
+ Improved support and protection for employees and other stakeholders.

+ Reduced threat of non-compliance that may lead to fines or imprisonment.

16 mﬁc?m" Supports SDG 16, Target 4. “By 2030, significantly reduce illicit financial
. and arms flows, strengthen the recovery and return of stolen assets, and
combat all forms of organized crime”

Y,
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3.4.7  Financing Organized Crime

This element covers the policies, procedures, and practices needed to avoid processing financial
transactions used in support of organized crime.

Financing organized crime is the raising and processing of funds to support the activities of organized
crime or terrorists. Organized crime and terrorists often exploit the same vulnerabilities used in money
laundering.

The management team should:

Regularly conduct a comprehensive risk assessment for financing organized crime and terrorism
that includes the organization’s supply chain.

Regularly conduct due diligence assessments of customer and other third party relationships.
Conduct ongoing monitoring of financial transactions and activities.

Implement regular, independent testing of processes and controls.

Provide awareness training for all employees.

Provide mechanisms for whistleblowers to report suspected inappropriate activity.

Eliminating financing for organized crime helps to achieve the following sustainable business
outcomes:

Improved trust in organizational financing activities.

Reduced legal, financial, and reputational risk.

16 Jncc” Supports SDG 16, Target 4. “By 2030, significantly reduce illicit financial
and arms flows, strengthen the recovery and return of stolen assets, and
combat all forms of organized crime”
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4 Planet Impacts

The planet (environmental) category of sustainability concerns the impacts that an organization’s
activities and results may have on living and non-living natural systems. These systems include land,
air, and water as well as the flora, fauna, and people that live in them. The focus of the planet
category is on preserving, restoring, and improving these natural systems.

The planet (environmental) category contains the following subcategories:

 Transport

Energy
Land, Air, and Water

Consumption

While these subcategories are detailed as part of the environmental category, most have social and
economic impacts that may need to be accounted for in those categories.

Planet Impacts

Recyclin
Local Procurement *L. Energy Consumption @ Biological Diversity - dyReusge
Digital : Air and Water

Traveling and Renewables and Water Consumption Contam n and
Commuting Clean Energy Return P Pollution

Logistics i Water Displacement Waste Generation -W-

Soil Erosion and
Regeneration

Noise Pollution

Figure 9 — Planet Impacts
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4.1 Transport

Many, if not most, organizations need to move people, goods, and information from one place to
another. Sustainable transport is essential to minimize the impact of these activities on society and
the environment.

Sustainable transport can help reduce pollution, traffic congestion, and energy consumption. It can
promote better public health by providing safe and healthy mobility options. Sustainable transport can
be achieved through the development or expansion of public transportation networks and the
implementation of technologies such as electric vehicles, autonomous cars, and bike sharing. It can
also be supported by simpler improvements such as walking and cycling paths.

This subcategory deals with how to make an organization’s transport activities more sustainable. It
covers:

+ Local procurement
+ Digital communication
+ Traveling and commuting

 Logistics
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4.1.1 Local Procurement

This element covers the policies, procedures, and practices needed to procure products and services
from local suppliers.

Local procurement is the practice of purchasing products and services from local suppliers.

The management team should:

+ Develop a procurement strategy that prioritizes the purchase of products and services from local
suppliers.

+ Build relationships with local suppliers who use sustainable practices and environmentally
friendly products.

+ Use sustainable procurement practices (see element 3.4.1) with local suppliers.

Local procurement helps to achieve the following sustainable business outcomes:
« Stronger support for the local economy.
+ Reduced transportation costs and lower greenhouse gas (GHG) emissions.

+ Reduced inventories and shorter delivery times.

Supports SDG 12, Target 7. “Promote public procurement practices that
are sustainable, in accordance with national policies and priorities”
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4.1.2  Digital Communication

This element covers the policies, procedures, and practices needed to reduce the consumption of
nonrenewable resources by using technology for communications.

Digital communication is the use of digital tools and platforms to communicate. These tools can
include websites, email newsletters, social media accounts, messaging applications, and other digital
communication channels.
The management team should:

+ Meet virtually whenever possible.

+ Use digital documents whenever possible.

+ Use green hosting platforms to support digital infrastructure.

Digital communication helps to achieve the following sustainable business outcomes:
« Time and cost savings from reduced travel.
+ Enhanced hiring through access to a wider population of candidates.
+ Reduced stress from long-distance travel and extended periods away from home.

+ Reduced GHG emissions from less physical transportation.

9 Mo Supports SDG 9, Target c. “Significantly increase access to information and
communications technology and strive to provide universal and affordable
access to the Internet in least developed countries”
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4.1.3 Traveling and Commuting

This element covers the policies, procedures, and practices needed to limit unnecessary travel and
ensure that the use of travel-related activities have minimal environmental impact.

Traveling and commuting is the movement of personnel between different locations. Traveling and
commuting may include travelling between sites, attending off-site meetings, conducting off-site
presentations, collecting data, and providing off-site support

The management team should:
+ Allow permanent staff to work remotely as much as possible.
+ Use non-standard work schedules such as flexible hours and four-day weeks when feasible.
+ Use local suppliers during business trips instead of shipping items between different locations.

+ Limit unnecessary travel.

Reduced traveling and commuting helps to achieve the following sustainable business outcomes:
+ Improved productivity and employee engagement.
« Time and cost savings from reduced travel.
+ Reduced need for vehicle support infrastructure such as parking lots.

+ Reduced GHG emissions from transportation.

12 Govsnern

Supports SDG 12, Target 2. “By 2030, achieve the sustainable
m management and efficient use of natural resources”

1 CLIMATE

ACTION
Supports SDG 13. “Take urgent action to combat climate change and its

@ impacts”
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4.1.4 Llogistics

This element covers the policies, procedures, and practices needed to ensure environmentally
friendly transportation of items between locations.

Logistics is the planning and execution of activities related to transporting goods, raw materials, and
services for use by the organization. Logistics includes activities such as scheduling transportation,
estimating costs, coordinating personnel, and making sure that all necessary procedures are completed
on time.
The management team should:

+ Use bulk purchasing arrangements to reduce the frequency of shipping.

+ Prioritize suppliers based on their commitment to sustainability practices.

+ Include the carbon emissions from logistics in the organization’s footprint.

« When possible, source green options such as rail or sea over other options such as air.

+ Use reusable packaging materials such as paperboard, plant based plastic alternatives, and
cardboard boxes instead of single-use plastics when transporting items.

+ Implement real-time tracking to detect delays quickly and avoid additional costs associated with
re-shipping.
Better logistics helps to achieve the following sustainable business outcomes:
+ Reduced emissions.
« Lower energy costs.
+ Improved customer service.

+ Reduced waste and increased profits from more efficient operations.

12 Soituern Supports SDG 12, Target 2. “By 2030, achieve the sustainable
m management and efficient use of natural resources”

Supports SDG 12, Target 5. “By 2030, substantially reduce waste

. ; . . ,
13 cure generation through prevention, reduction, recycling and reuse

@ Supports SDG 13. “Take urgent action to combat climate change and its
impacts”
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4.2 Energy

Businesses are major consumers of energy. Sustainable businesses must be mindful of the impact
their activities have on the planet.

Businesses should strive to use clean, renewable sources of energy in order to reduce greenhouse gas
(GHG) emissions and help mitigate the effects of climate change. Solar, wind, and geothermal are all
renewable energy sources that can be used to power business activities. Implementing technologies
such as LED lighting or battery storage can help make sure that the organization uses energy in an
optimal manner.

This subcategory addresses how the organization manages its use of energy. It covers:
 Energy consumption
+ Greenhouse gas emissions

+ Renewables and clean energy return
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4.2.1 Energy Consumption

This element covers the policies, procedures, and practices needed to minimize the amount of
energy consumed by the organization’s activities.

Energy consumption is the amount of energy used by the organization. It encompasses all aspects of
energy use from office lighting to the energy required for transportation.

The management team should:

+ Actively seek to minimize the product’s energy consumption including distribution, operation,
and disposal.

 Develop an energy management plan that considers all relevant energy sources.
+ Use renewable energy sources whenever possible.

« Apply design principles that prioritize energy efficiency.

 Use energy efficient products and equipment.

+ Unplug electronics when they are not in use.

Reducing energy consumption helps to achieve the following sustainable business outcomes:
 Reduced energy costs.

+ Reduced carbon footprint.

Visible support for eco-friendly standards.

Improved air quality in the workplace or office environment.

“By 2030, increase substantially the share of
renewable energy in the global energy mix”

12 Govsern

Supports SDG 12, Target 2. “By 2030, achieve the sustainable
m management and efficient use of natural resources”

1 CLIMATE
ACTION

Supports SDG 13. “Take urgent action to combat climate change and its

@ impacts”
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4.2.2 Greenhouse Gas Emissions

This element covers the policies, procedures, and practices needed to minimize the amount of
greenhouse gas (GHG) emissions caused by business activities and by the use of products or services.

Greenhouse gas emissions are gases (mostly carbon dioxide and methane) released into the
atmosphere as a direct result of business activities. This includes emissions as a direct result of energy
consumption as well as emissions from transport of procured goods, raw materials, and services. It also
includes GHG emissions caused by the distribution, operation, and disposal of products and services.
The management team should:

« Manage, track, and report the carbon footprint of the business activities.

» Make a reasonable effort to estimate the carbon footprint of products or services in use.

+ Develop product designs that emit less GHG.

+ Seek to identify and secure offset for residual GHG emissions.

+ Use renewable energy whenever possible to reduce reliance on fossil fuels.

+ Regularly monitor and evaluate progress towards goals for reduced emissions.

Reduction of GHG emissions helps to achieve the following sustainable business outcomes:
+ Improved health for employees, the local community, and other stakeholders.
+ Reduced emissions over the useful life of the organization’s products.
 Reduced reliance on fossil fuels.

« Increased public perception of the organization as being environmentally responsible.

Supports SDG 12, Target 2. “By 2030, achieve the sustainable
management and efficient use of natural resources”

Supports SDG 12, Target 6. “Encourage companies, especially large and
transnational companies, to adopt sustainable practices and to integrate

CLIMATE
13 oo sustainability information into their reporting cycle”

@ Supports SDG 13 “Take urgent action to combat climate change and its
impacts”

52



4.2.3 Renewables and Clean Energy Return

This element covers the policies, procedures, and practices needed to minimize the use of non-
renewable energy sources and to maximize the amount of renewable energy generated by the
organization.

Renewable energy, also called alternative energy, is energy generated from sources that are
replenished at a faster rate than they are consumed. These sources include solar, wind, water, and
geothermal power.

Clean energy return (CER) refers to the amount of renewable energy generated by the organization’s
activities or its products that is in excess of the amount needed. CER is normally returned to the grid for
use by others.
The management team should:

« Ultilize renewable energy sources such as solar, wind, water, and geothermal.

« Integrate energy conservation methods into business activities.

+ Implement policies and procedures to ensure compliance with CER requirements.
The use of renewable energy and clean energy return helps to achieve the following sustainable
business outcomes:

+ Lower demand for non-renewable energy by the return to the power grid of energy generated by
the organization.

+ Secondary energy sources provided to the local community.

“By 2030, increase substantially the share of
renewable energy in the global energy mix”

Supports SDG 12, Target 2. “By 2030, achieve the sustainable
management and efficient use of natural resources”

Supports SDG 12, Target 6. “Encourage companies, especially large and
transnational companies, to adopt sustainable practices and to integrate

13 coue sustainability information into their reporting cycle”

@ Supports SDG 13. “Take urgent action to combat climate change and its
impacts”
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4.3 Land, Air, and Water

Protecting land, air, and water is essential for any organization seeking to be successful.

Organizations should strive to minimize their negative impacts on the environment by avoiding
activities that could lead to deforestation, habitat destruction, and pollution of both land and water
sources. Additionally, organizations should seek to reduce emissions of greenhouse gases in order to
protect the atmosphere from furthering to advance climate change.

This subcategory deals with the organization’s use of land, air, and water resources. It covers:
+ Biological diversity
+ Air and water quality
« Water consumption
+ Water displacement
+ Soil erosion and regeneration

+ Noise pollution
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4.3.1 Biological Diversity

This element covers the policies, procedures, and practices needed to protect living organisms from
damage by the organization’s activities or results. Living organisms include flora and fauna in both
terrestrial and aquatic ecosystems as well as the ecosystems themselves.

Biological diversity, also known as biodiversity, refers to the variety of life forms on Earth. It includes
all ecosystems and all species of plants, animals, bacteria, fungi, and microorganisms that make up a
particular environment or habitat. It also includes all genetic variations of those species.
The management team should:

+ Identify and comply with any relevant laws and regulations.

» Work to achieve a net positive impact (NPI) by ensuring that any negative impacts from the
organization or its products are outweighed by biodiversity gains.

« Incorporate data-driven strategies for monitoring resource usage and predicting sustainable
trends in affected natural ecosystems.

+ Where possible, establish living systems and regenerative land management practices to
promote sustainable agriculture and forestry practices, and support the diversity of species.

« When pest management is needed, prioritize natural predators over chemical pesticides.
+ Take action to preserve affected habitats and species.
+ Use renewable energy sources to limit the organization’s impact on natural ecosystems.
+ Allocate budget to restore natural ecosystems affected by the organization.
« Seek out opportunities to collaborate with local communities, academic institutions, and other
organizations to advance regenerative development and biodiversity conservation.
Protection of biological diversity helps to achieve the following sustainable business outcomes:
+ Healthy ecosystems that provide food, fiber, medicines, and other natural resources.
+ Better access to land and other natural resources in the future.
« Improved reputation among regulators and within the communities that the organization affects.

+ Continued availability of ecosystem services such as atmospheric regulation, nutrient cycling,
and pollination.

+ Enhanced protection of beneficial species, biodiversity, and human health.

Supports SDG 14, Target 2. “Sustainably manage and protect marine and
coastal ecosystems to avoid significant adverse impacts, including by

WATER strengthening their resilience, and take action for their restoration in order to
achieve healthy and productive oceans”

1 LIFE BELOW

Supports SDG 15, Target 5. “Take urgent and significant action to reduce
the degradation of natural habitats, halt the loss of biodiversity and protect
and prevent the extinction of threatened species”

Supports SDG 15, Target a. “Mobilize and significantly increase financial
resources from all sources to conserve and sustainably use biodiversity and
ecosystems”
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4.3.2  Air and Water Quality

This element covers the policies, procedures, and practices needed to minimize the impacts of the
organization’s activities and product on air and water quality.

Air and water quality involves measures of contamination in air and water sources.

The management team should:

Establish air and water quality standards and monitor compliance with them.
Use alternative energy sources to reduce GHG emissions from burning fossil fuels.

Where relevant, implement control technologies such as filtration, scrubbing, and oxidation to
reduce pollutants in the environment.

Develop efficient wastewater treatment systems for managing sewage and industrial waste.

Conserve water resources through rainwater harvesting systems, efficient irrigation techniques,
and using alternative sources of water where available.

Educate stakeholders about the importance of air and water quality.

Create incentives for suppliers to use sustainable practices that protect air and water quality.

Increased awareness of air and water quality helps to achieve the following sustainable business
outcomes:

—’\’\/\' pollution and contamination”

15 5o Supports SDG 15, Target 1. “Ensure the conservation, restoration and

Cleaner air and water for the protection of and use by humans, plants, and animals.
Reduced water pollution and erosion from contaminated sites.

Enhanced sustainability of organizational activities by reducing damage to ecosystems.
Lower consumption of natural resources.

Increased public awareness about environmental issues and encouraging community
participation in environmental stewardship initiatives.

Strengthened public trust of the sponsoring organization(s).

000 Supports SDG 3, Target 9. “By 2030, substantially reduce the number of

HEALTH

deaths and illnesses from hazardous chemicals and air, water and soil

~ sustainable use of terrestrial and inland freshwater ecosystems and their
services, in particular forests, wetlands, mountains and drylands, in line with
obligations under international agreements”
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This element covers the policies, procedures, and practices needed to minimize the amount of water
used by the organization.

Water consumption is the usage of water during business activities. Although construction,
manufacturing, and agricultural activities are probably the major users of water, all organizations use
water to some extent.

The management team should:

Establish water consumption and conservation goals to ensure the organization is using
sustainable amounts of water.

Monitor and measure water consumption to ensure conservation goals are met and to aid in
identifying areas for improvement.

Reduce water use through practices such as water recycling and leak detection.
Extend its use of water saving technologies and techniques during times of shortage.

Promote responsible water management within communities affected by the organization’s
activities.

Educate stakeholders about the importance of responsible water usage.

Reducing water consumption helps to achieve the following sustainable business outcomes:

Reduced water costs.
Decreased risk of contamination from runoff or overuse.

Increased public trust in the sponsoring organization(s) through transparent approaches to
conservation, monitoring, and measurement.

Enhanced reputation for responsible behavior which can lead to future business opportunities.

Increased public engagement to encourage responsible water management and raise awareness
of the importance of conservation.

| “Substantially increase water-use efficiency

= across all sectors and ensure sustainable withdrawals and supply of
freshwater to address water scarcity and substantially reduce the number of
people suffering from water scarcity”
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This element covers the policies, procedures, and practices needed to manage situations where the
organization introduces water into different locations.

Water displacement is the practice of diverting water sources that have been disrupted by the
organization away from areas that are prone to flooding and contamination. Methods include dam
construction, rerouting flowing water, building artificial wetlands, landscaping with rain gardens, and
installing flood barriers. Water displacement is mostly an issue with construction, manufacturing, and
agricultural activities.

The management team should:

Develop a clear understanding of the affected bodies of water and water flows before
implementing water displacement.

Designate a qualified team within the organization to manage, monitor, and evaluate the effects
of displacement on a regular basis.

Promptly address any adverse effects that do occur.
Maintain transparency with stakeholders about the organization’s water displacement activities.

Ensure that precipitation runoff from any of the organization’s properties does not contaminate
water supplies or cause other adverse effects.

Improved management of water displacement helps to achieve the following sustainable business
outcomes:

Prevention of water-related diseases and insect infestations.
Prevents erosion, landslides, and flooding.

Increased public trust in the sponsoring organization(s) through transparent approaches to water
displacement.

Enhanced reputation for responsible behavior which can lead to future business opportunities.

= “Support and strengthen the participation of
local communities in improving water and sanitation management”
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4.3.5 Soil Erosion and Regeneration

This element covers the policies, procedures, and practices needed for the organization to minimize
soil erosion and maximize regeneration.

Soil erosion is the loss of topsoil due to human activities such as construction, road building, or
agricultural practices. It can be exacerbated by changes in the natural land cover and can have
significant negative effects on local ecosystems. As with water displacement, soil erosion is mostly an
issue with construction, manufacturing, and agricultural activities.

Regenerative design is a practice that draws on an understanding of how ecosystems function so that
the organization will regenerate resources rather than depleting them.

The management team should:
+ Avoid sensitive areas such as wetlands and endangered species habitats.

+ Minimize disturbances to existing land cover by utilizing development techniques that cause
minimal disruption and damage.

« Establish conservation buffers around work sites.

« Protect soil resources by incorporating the principles of ecology and economics into decision-
making processes around how to best use, manage, and conserve soil.

+ Engage local communities in decisions about soil management.

+ Plant native species where possible to help restore natural ecosystems.

Improved soil management and regenerative practices helps to achieve the following sustainable
business outcomes:

+ Enhanced biodiversity by promoting natural regeneration of the ecosystem.
« Improved public health from reduced contamination of water supplies.

« Increased sense of ownership and responsibility for the land within the local community.

Supports SDG 15, Target 5. “Take urgent and significant action to reduce
the degradation of natural habitats, halt the loss of biodiversity and protect
and prevent the extinction of threatened species”

Supports SDG 15, Target a. “Mobilize and significantly increase financial
resources from all sources to conserve and sustainably use biodiversity and
ecosystems”
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This element covers the policies, procedures, and practices needed to minimize noise pollution from
the organization.

Noise pollution is the creation of excessive, unpleasant, or disruptive sounds that can diminish quality
of life. Noise pollution can be caused by activities such as blasting, heavy vehicle traffic, traffic jams,
and operation of machinery or equipment.

The management team should:

Schedule noisy work during hours when fewer people are likely to be disturbed.

Use noise barriers, such as fencing or walls, to block sound from reaching nearby residents or
businesses.

Use quieter equipment and tools such as electric rather than gas-powered items.
Keep underwater noise at safe levels for marine life.

Train employees on proper noise control techniques such as maintaining and repairing
equipment regularly.

Monitor noise levels regularly and make adjustments as necessary.
Provide affected residents and businesses with information about noise mitigation efforts.

Establish a complaint procedure for residents and businesses affected by noise generated by the
organization’s activities.

Managing noise pollution helps to achieve the following sustainable business outcomes:

Protection of natural habitats by reducing human-generated noise.
Enhanced productivity by creating a quieter work environment.

Improved health and well-being for employees and affected community residents and by
reducing stress and sleep disturbances.

Enhanced relationship with the local community.

“By 2030, reduce the adverse per capita
environmental impact of cities, including by paying special attention to air
quality and municipal and other waste management”
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4.4 Consumption
Preventing overconsumption is essential for an organization to be sustainable.

Organizations should strive to reduce their usage of natural resources in order to avoid depleting the
planet’s finite resources and to minimize their contribution to global climate change. Reusing
materials, investing in energy efficient technologies, and designing systems that use fewer resources
are all actions organizations can take to reduce their environmental impact.

This subcategory deals with how the organization uses materials and supplies in its activities. It covers:
+ Recycling and reuse
+ Disposal
+ Contamination and pollution

« Waste generation
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4.4.1  Recycling and Reuse

This element covers the policies, procedures, and practices needed to maximize recycling and reuse
by the organization.

Recycling involves transforming a waste item into a useful one. Items that can be recycled run the
gamut from plastic water bottles to computers to electrical generators.

Reuse involves using the same item again and again or finding a new purpose for it.

The management team should:
+ Make use of recycled and responsibly sourced supplies and materials whenever possible.
+ Promote recycling and reuse within the organization.

« Ensure that its recycling and reuse practices have a net positive impact (NPI) on the
environment.

+ Use returnable containers for parts delivery whenever possible.
+ Seek out and participate in circular economy programs.
+ Reduce the amount of in-bound and out-bound packaging wherever possible.
+ Perform regular maintenance on vehicles, tools, and equipment to minimize the need for
replacements.
Recycling and reuse helps to achieve the following sustainable business outcomes:
+ Reduced impact on natural resources by lowering the need for raw materials.
+ Enhanced brand reputation by promoting the use of responsibly sourced supplies and materials.
+ Reduced disposal costs by minimizing waste.
+ Reduced quantities of hazardous and other waste entering the environment.

+ Reduced greenhouse gas emissions.

Supports SDG 12, Target 5. “By 2030, substantially reduce waste
generation through prevention, reduction, recycling and reuse”

Supports SDG 12, Target 6. “Encourage companies, especially large and
transnational companies, to adopt sustainable practices and to integrate
sustainability information into their reporting cycle”
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This element covers the policies, procedures, and practices needed to ensure proper disposal of
unneeded items as well as proper end-of-life disposal for any products.

Disposal of goods and materials is the practice of getting rid of items that are no longer needed or
wanted. This includes disposing of both hazardous and non-hazardous waste in accordance with
relevant laws and regulations.

Disposal of assets is the process of getting rid of an item which has reached the end of its useful life.
This includes everything from consumer electronics to public infrastructure such as roads and bridges.
Generally, assets should not be disposed of until they are no longer fit for use.

For goods and materials, the management team should:

+ Practice responsible disposal methods through reuse, composting, or recycling.

« Ensure that hazardous materials are stored and disposed of in accordance with relevant laws
and regulations.

+ Recycle materials, such as metal and plastic components, for use in other products.

+ Track all materials leaving the site to ensure they are disposed of safely and legally.

For assets, the management team should:
+ Include the cost and impact of disposal as part of the business case.
+ Design and build products with disposal in mind.
+ Donate or resell the items rather than discarding them directly into the landfill.
+ Use certified electronic waste recycling programs to ensure proper disposal of these items.

+ Reuse and repurpose older equipment whenever possible.

Responsible disposal helps to achieve the following sustainable business outcomes:
+ Reduced environmental damage from uncontrolled disposal.

+ Cost-savings from reusing, reselling, or recycling items instead of purchasing new ones.

Increased goodwill with customers and communities through eco-friendly practices.

More efficient use of assets by ensuring that their useful life is considered.

A healthier, safer work environment for employees.

« Minimized waste.

“By 2030, substantially reduce waste
e generation through prevention, reduction, recycling and reuse”

: “Encourage companies, especially large and
. transnational companies, to adopt sustainable practices and to integrate
sustainability information into their reporting cycle”
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This element covers the policies, procedures, and practices needed to minimize the contamination
and pollution of air, water, or soil through the introduction of foreign or unwanted substances.

Contamination and pollution is the release of waste materials or hazardous substances into the
environment. It will almost always have a negative impact on ecosystems and human health.
Contamination and pollution most often occurs due to neglectful practices in manufacturing,
construction, agriculture, and related industries that generate waste materials or hazardous chemicals,
but it can also occur in other activities that do a poor job of disposal (see 4.4.2).

The management team should:

Implement proper waste management procedures such as segregating hazardous waste and
recycling materials.

Comply with all relevant laws and regulations for handling and storing hazardous materials.

Install safety features, such as ventilation systems or gas monitoring equipment, to reduce
emissions of pollutants.

Regularly inspect facilities for signs of damage or wear-and-tear that may lead to leaks or
environmental harm.

Use renewable energy sources whenever possible to reduce GHG emissions.

Recognize that the suggested practices in several other elements (e.g., Disposal, Energy
Consumption, and Local Procurement among others) can help minimize contamination and
pollution.

Reduced contamination and pollution helps to achieve the following sustainable business outcomes:

Helps to prevent environmental damage and protect human health.
Increased goodwill with customers and communities through eco-friendly practices.
A healthier, safer work environment for employees.

Increased public trust in the sponsoring organization(s) through transparent approaches to waste
management.

Enhanced reputation for responsible behavior which can lead to future business opportunities.

o “Achieve the environmentally sound

£ covsuer management of chemicals and all wastes throughout their life cycle, in

~ 7 accordance with agreed international frameworks, and significantly reduce
their release to air, water and soil in order to minimize their adverse impacts
on human health and the environment”
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4.4.4 Waste Generation

This element covers the policies, procedures, and practices needed to minimize the amount of waste
generated by the organization.

Waste generation is the creation of any excess or unneeded materials or byproducts by the
organization. This includes everything from unused supplies and materials to wasted energy.

The management team should:

 Create a comprehensive plan helps to reduce waste generation by setting clear and achievable
goals.

+ Educate team members and other staff on proper waste management practices.

+ Monitor waste generation and update practices as needed to ensure meeting the organization’s
waste generation goals.

+ Reduce packaging materials such as plastic wrap and excess cardboard to cut down on waste
generation.

+ Optimize energy use to minimize the need for additional energy.

« In construction, incorporate green building principles.

Limiting waste generation helps to achieve the following sustainable business outcomes:
+ Cost savings through less waste disposal and lower energy costs.
+ Reduced GHG emissions.
+ Improved health and safety for those involved with the organization.

« Increased public awareness of proper waste management techniques.

Supports SDG 12, Target 5. “By 2030, substantially reduce waste
generation through prevention, reduction, recycling and reuse”
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5 Prosperity Impacts

The prosperity (economic) category of sustainability concerns the impacts that an organization’s
activities may have on the finances of its stakeholders. The focus of the prosperity category is on
maximizing positive returns for as many stakeholders as possible.

The prosperity category contains the following subcategories:
+ Investment Feasibility
+ Business agility

« Market and economic stimulation

Prosperity Impacts
Project Feasibility Business Agility Market and Economic Stimulatio
milm 4-»
Local Economlc ImPaCt gs}

Financial Analysis Resiliency Q Indirect Benefits

Social Return ESG Disclosures and
on Investment Sustainability Reporting

Modeling and
Simulation

Figure 10 — Prosperity Impacts
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Investmenf
Feasibility

5.1 Investment Feasibility

Organizational investments include everything from new product development to employee training
to maintenance work. Every investment should deliver benefits in excess of its costs. Any investment
that fails to do so is inherently unsustainable because it is consuming resources that could be
expended more effectively elsewhere.

Investment feasibility includes technical, practical, legal, and financial feasibility. Technical feasibility
means that it is physically possible, or at least appears reasonably possible within an acceptable
timeframe, to produce a desirable result. Practical feasibility means that the organization has, or can
obtain, the people, goods, raw materials, and other resources to support the investment without
compromising its operational effectiveness. Legal feasibility means that the investment does not violate
any applicable laws or regulations. Financial feasibility means that funding can be obtained for the
investment, and that the investment will provide a positive return.

Investment feasibility is often assessed well in advance of the actual approval to expend resources.
This means that the management team must regularly reevaluate the investment to ensure that it
remains feasible.

This subcategory deals with how to identify and evaluate the benefits and costs of an investment. It
covers:

+ Business case analysis
« Financial analysis
« Social return on investment (SROI)

+ Modeling and simulation
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5.1.1

Business Case Analysis

This element covers the policies, procedures, and practices needed to support useful business case
analysis.

Business case analysis is the process of developing a business case that provides justification for the
initiation or continuation of an investment. It involves analyzing the underpinning logic of funding the
investment. This requires identifying the expected benefits and dis-benefits, likely costs and revenues,
staffing requirements, major risks, schedule alternatives, and stakeholder impacts associated with the
proposed investment.

The management team should:

Clearly articulate the expected outcome(s) of the investment to justify why it should be done.
Recognize the challenges described in Annex 2 regarding inputs to the business case analysis.

Identify, analyze, and assess a range of potential solutions for delivering the desired outcomes in
a sustainable way.

Calculate the costs associated with each option as well as any expected benefits or dis-benefits
from the investment.

Identify resource and staffing requirements to deliver the desired result.
Select the most appropriate option by evaluating its advantages over other options.

Monitor progress against clearly defined cost and schedule targets to identify variances which
may require revisions to the business case.

Take prompt action if the business case is no longer valid.

Constructive business case analysis helps to achieve the following sustainable business outcomes:

Better investment selection decisions by identifying investments with the highest potential
Return on Investment (ROI) and/or Social Return on Investment (SROI).

Fewer wasted resources by focusing on investments with the best chance of success.
Improved decision-making by providing clear performance metrics.

Enhanced stakeholder support by using an evidence-based approach to understanding the
impact of the investment.

o Supports SDG 1, Target a. “Ensure significant mobilization of resources
POVERTY from a variety of sources, including through enhanced development
cooperation, in order to provide adequate and predictable means for
developing countries, in particular least developed countries, to implement
programmes and policies to end poverty in all its dimensions”

68



5.1.2  Financial Analysis

This element covers the policies, procedures, and practices needed to support useful financial
analysis.

Financial analysis is the process of evaluating organizational finances from a monetary perspective.
Typically, it is used to analyze whether an investment warrants initial or additional funding.

The management team should:

Recognize the challenges described in Annex 2 regarding the inputs to financial analysis.
Ensure that benefits can be both measured and realized.

Understand that expected benefits are forecasts, not guarantees, and that they may be realized
over many years.

Ensure that benefits and costs are assigned to the same periods.
Account for the possible effects of inflation, deflation, and exchange rate variances.
Discount future cash flows to their present value.

Use multiple metrics (BCR, ROI, and IRR as described in Annex 2) to get a clear picture of the
investment’s financial state.

Realistic financial analysis helps to achieve the following sustainable business outcomes:

Better support for the long-term viability of the organization.

More accurate justification for investments.

Improved awareness and acceptance of investment costs and benefits.
Increased recognition of the importance of cradle-to-cradle analysis.

More informed financial decisions.

" Supports SDG 1, Target b. “Create sound policy frameworks at the

POVERTY

national, regional and international levels, based on pro-poor and gender-
sensitive development strategies, to support accelerated investment in
poverty eradication actions”
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This element covers the policies, procedures, and practices needed to ensure that the evaluation of
feasibility includes consideration of environmental and social returns.

Social return on investment (SROI) is a framework for measuring and accounting for investment
results and outcomes by including social and environmental costs and benefits along with the
traditional economic ones. It is based on the idea that investments create value in ways other than just
financial returns. For example, a community development project may create value by improving the
health and well-being of residents, reducing crime, and increasing social cohesion.

SROLI is calculated using the following formula:

SROI = ( Financial and Non-financial Benefits — Financial and Non-financial Costs ) /
Financial and Non-financial Costs

The management team should:

Establish key performance indicators for SROI.

Recognize the challenges described in Annex 2 regarding the inputs to SROI calculations.
Avoid exaggerating benefits or downplaying costs.

Account for the possible effects of inflation, deflation, and exchange rate variances.
Discount future cash flows to their present value.

Ensure that benefits can be both measured and realized.

Monitor progress against clearly defined targets to identify variances which may require
revisions to the forecast SROI.

Take prompt action if the SROI is no longer positive.

Using SROI helps to achieve the following sustainable business outcomes:

Better investment selection decisions by identifying investments with the highest expected SROI.
Improved decision-making by providing clear performance metrics.

Enhanced stakeholder support by using an evidence-based approach to understanding the social
value of the investment.

17 PARTNERSHIPS
FORTHE GOALS

Supports SDG 17. “Strengthen the means of implementation and revitalize
@ the global partnership for sustainable development”
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5.1.4 Modeling and Simulation

This element covers the policies, procedures, and practices needed to evaluate investment feasibility
in the face of uncertainty and multiple interdependent variables.

Modeling is the creation of a physical, mathematical, or logical representation using representative
characteristics of the investment.

Simulation is the use of a model to understand the potential effects of alternative conditions and
choices given uncertainty in the input variables. It can be especially useful where investment
characteristics interact in unpredictable ways.

The management team should:

+ Recognize the challenges described in Annex 2 regarding the inputs used to create the model
and the values used to run a simulation.

+ Avoid exaggerating benefits or downplaying costs.

« Identify, analyze, and assess a range of potential solutions for delivering the desired outcomes in
a sustainable way.

+ Understand the strengths and weaknesses of the models and simulation techniques it uses.

+ Use modeling and simulation whenever possible.

Using modeling and simulation helps to achieve the following sustainable business outcomes:

+ Better investment selection decisions through improved understanding of likely results and
outcomes.

+ Fewer wasted resources by focusing on investments with the best chance of success.
+ Enhanced risk management plans and better mitigation choices.

+ Reduced costs, increased efficiency, and improved outcomes by virtue of a better understanding
of the investment.

Supports SDG 1, Target b. “Create sound policy frameworks at the
national, regional and international levels, based on pro-poor and gender-
sensitive development strategies, to support accelerated investment in
poverty eradication actions”

1 NO
POVERTY
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Business Agility

5.2 Business Agility
Business agility is essential for any organization to succeed in today’s rapidly changing world.

Organizations must be able to adapt quickly to market changes and new stakeholder demands if they
want to deliver desirable and useful results. The ability to pivot quickly and respond with innovative
solutions will provide stronger support for its ongoing viability. A fundamental characteristic of
business agility is to be data-driven by organizing and examining internal and external data sources to
enhance decision making.

This subcategory covers the ability of the organization to adapt in response to the changes that
inevitably occur. It covers:

« Flexibility/optionality

+ Resiliency

72



This element covers the policies, procedures, and practices needed to evaluate and manage
competing interests. Competing interests arise primarily from stakeholders with differing
expectations but can also be caused by the challenge of trying to simultaneously optimize
characteristics such as sustainability, expense, revenue, quality, and staffing.

Flexibility is the ability to adjust to changing circumstances or situations. It requires the capacity to
modify plans or approaches when faced with unexpected challenges.

Optionality means having multiple solutions or choices available. It means the organization is not
constrained by a single approach. Optionality means that the organization is capable of supporting
different outcomes with different results without having to start over.

The management team should:

Minimize interdependencies within the organization to maximize the ability to respond to
unanticipated events.

Keep planned activities as small and as brief as possible to maximize the organization’s ability
to respond to changes.

Be open to new ideas or approaches regardless of the source.

Be prepared to take advantage of unexpected opportunities or previously unknown solutions.
Recognize that changes are inevitable in virtually all organizations and plan accordingly.
Look for opportunities to adjust requirements to achieve a higher degree of sustainability.

Apply value analysis or similar techniques to meet requirements without sacrificing
sustainability.

Increased flexibility/optionality helps to achieve the following sustainable business outcomes:

Higher chance of success.
Identification of additional opportunities to improve sustainability.

Superior benefits realization.

1 PARTNERSHIPS
FORTHE GOALS

Supports SDG 17. “Strengthen the means of implementation and revitalize
@ the global partnership for sustainable development”
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5.2.2 Resiliency

This element covers the policies, procedures, and practices needed to ensure the organization’s
ability to recover from unexpected disruptions.

Resiliency is the ability to recover from or adjust easily to adverse conditions such as extreme market
fluctuations, political or economic instability, natural disasters, or health emergencies. Resiliency does
not make problems go away: it means having the ability to cope with them despite the unexpected
stress.
The management team should:

« Identify critical functions and processes and the resources required to support them.

+ Develop and implement a business continuity plan to ensure that operations can continue.

+ Test the business continuity plan periodically and update it as needed.

Resiliency helps to achieve the following sustainable business outcomes:
+ Lower probability of major losses from the disaster.
+ Increased ability to respond to extreme events.

+ Increased stakeholder support for the organization.

" Supports SDG 1, Target b. “Create sound policy frameworks at the

POVERTY

national, regional and international levels, based on pro-poor and gender-
sensitive development strategies, to support accelerated investment in
poverty eradication actions”

74



5.3 Market and Economic Stimulation

Sustainable organizations can create value for their customers and other stakeholders by offering
innovative products that are environmentally friendly and that drive their markets to be more
sustainable.

Projects provide essential resources and infrastructure to spur innovation, create jobs, and drive
economic growth. In addition, they can help stimulate local businesses and communities, which can
lead to increased spending power and improved quality of life. Projects also have a significant impact
on sustainability. If managed properly, they can reduce waste and emissions as well as improve
resource efficiency. Ultimately, projects are vital for achieving long-term economic success for both
businesses and individuals alike.

This subcategory deals with the market and economic effects that may occur as a result of the
organization’s activities. It covers:

+ Local economic impact
+ Indirect benefits

+ ESG disclosures and sustainability reporting
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5.3.1 Local Economic Impact

This element covers the policies, procedures, and practices needed to manage the organization’s
impact on the local economy.

Local economic impact includes the direct and indirect effects the organization has on the economy of
its local area. This can include job creation, increased spending in the local economy, or increased
regional development.

The management team should:
+ Ensure that the organization has a direct, measurable impact on its local economy.
« Support the growth of its local economy by engaging in partnerships with local organizations.

« Develop initiatives that support sustainability while also driving positive economic outcomes in
the local area.

+ Create educational opportunities related to its activities and their effects on the local
community.

Creating a positive local economic impact helps to achieve the following sustainable business
outcomes:

+ More opportunities for local employment.

+ Direct economic benefit from money spent in the local economy.

+ Improved standard of living for individuals who reside in the local community.

+ Increased tax revenue for the local community to support services and infrastructure.

« Improved quality of life for members of the local community by providing additional resources
and opportunities for growth.

o Supports SDG 1, Target 4. “By 2030, ensure that all men and women, in
POVERTY particular the poor and the vulnerable, have equal rights to economic
resources, as well as access to basic services, ownership and control over
land and other forms of property, inheritance, natural resources, appropriate
new technology and financial services, including microfinance”
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5.3.2 Indirect Benefits

This element covers the policies, procedures, and practices needed to identify and increase benefits
that may not appear in the business case but that may still materialize as a consequence of the
organization’s activities.

Indirect benefits are the positive impacts that may not always be immediately visible. These benefits
can include improved quality of life, increased economic activity in the local area, and environmental
improvements such as cleaner air or water.
The management team should:

+ Recognize the challenges described in Annex 2 when quantifying indirect benefits.

+ Avoid overestimating indirect benefits.

+ Regularly review its estimates of indirect benefits for changes.

« Include indirect benefits in the organization’s value chain in its calculations.
Recognition of the importance of indirect benefits helps to achieve the following sustainable
business outcomes:

+ Added justification for the value and benefits of the organization’s activities.

+ Enhanced support for the organization in the future.

Supports SDG 1, Target a. “Ensure significant mobilization of resources
1 i from a variety of sources, including through enhanced development
M@ﬁ, cooperation, in order to provide adequate and predictable means for

L developing countries, in particular least developed countries, to implement
programmes and policies to end poverty in all its dimensions”
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This element covers the policies, practices, and procedures needed to ensure that the organization
supports relevant environmental, social, and governance (ESG) disclosures and sustainability
reporting.

ESG disclosures are information about an organization’s performance and practices related to
environmental, social, and governance issues. Information from across the organization is used as
input to the ESG disclosures.

Sustainability reporting provides information about an organization’s policies, practices, and
performance related to sustainability. It covers a wide range of topics such as energy efficiency, carbon
emissions, resource conservation, human rights, labor practices, and community engagement.
Information about the organization’s activities is used as input to its sustainability reporting.

Note: Section 6 provides implementation guidance for ESG disclosures and sustainability reporting for
organizations using P5 for Business as the basis.
The management team should:

« Share its sustainability objectives throughout the organization.

+ Perform a P5 Impact Analysis (P5IA) and update it periodically (see Section 7.1).

+ Develop a Sustainability Intervention Plan (SIP) from the P5IA (see Section 7.2).

+ Work with its sustainability office or function to determine the materiality of the P5IA and SIP
contents for ESG disclosures and sustainability reporting.

+ Provide relevant information in support of ESG disclosures and sustainability reporting.
Support for ESG disclosures and sustainability reporting helps to achieve the following sustainable
business outcomes:

« Increased assurance that the organization’s sustainability performance supports its sustainability
goals.

« More accurate reporting by the organization of its progress in achieving sustainability goals.

17 PARTNERSHIPS

FORTHE GOALS

Supports SDG 17. “Strengthen the means of implementation and revitalize
@ the global partnership for sustainable development”
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6 ESG Disclosures and Sustainability Reports

6.1 ESG Disclosures

An ESG (Environmental, Social, and Governance) disclosure is a document that provides information
on a organization’s performance and practices related to environmental, social, and governance
issues. The document typically focuses on providing financial and investment-related information on
an organization’s performance in these areas.

ESG disclosures often include information on an organization’s governance practices such as its board
composition, executive pay, and whistleblower policies. ESG disclosures are used by investors and
other stakeholders to assess an organization’s performance in these areas and to make investment
decisions.

6.2 Sustainability Reports

A sustainability report is a document that provides information on an organization’s policies,
practices, and performance related to sustainability issues. It is a comprehensive document that covers
topics such as energy efficiency, carbon emissions, resource conservation, human rights, labor
practices, and community engagement.

Sustainability reports often measure the organization’s performance using data and metrics such as
emissions per unit of production, water usage, and employee turnover rates. The reports also include
the organization’s goals and targets for future sustainability performance.

Additionally, sustainability reports often align with international non-financial reporting guidelines
such as the Global Reporting Initiative (GRI) or guidance from the Sustainability Accounting Standards
Board (SASB) to provide a standardized framework for reporting. Sustainability reports are an
important tool for organizations to communicate their sustainability performance to stakeholders and
are often used to provide transparency and accountability.

6.3 Materiality

Materiality is a concept introduced in the U.S. Securities Act of 1933 to describe information that, if
known, is important for an investor to consider before making a decision regarding a security
investment. Since the 1940s, the Securities and Exchange Commission (SEC) has further defined
material information in relation to financial statements as “those matters as to which an average
prudent investor ought reasonably to be informed.” This definition was clarified by former U.S.
Supreme Court Justice Thurgood Marshall who stated that an item is material if there is “a substantial
likelihood that a reasonable investor would consider the information important in deciding how to
vote or make an investment decision.”

6.4 Key Differences Between ESG Disclosures and Sustainability Reports

An ESG disclosure and a sustainability report are both used to provide information on an
organization’s performance and practices related to sustainability, but they have a different focus.
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An ESG disclosure focuses on providing financial and investment-related information for investors on
how sustainability issues affect the organization’s financial performance. This is referred to as an
outside-in perspective since the organization is disclosing due to external requirements.

A sustainability report focuses on providing detailed information on an organization’s policies,
practices, and goals for its stakeholders and the organization’s impact on people and the environment.
This is referred to as an inside-out approach as the organization is voluntarily reporting to
stakeholders. Figure 111 depicts the difference.

Reporting
Materiality

ﬂtainability ~ ESG \
Disclosures

Reports .
Externally Driven

" t'ln:efdns"\ll)D”Ven The business impact . How sustainability Motivated by Investor Requirements
otivated by Purpose on people and issues affect company or Regulatory Compliance

the environment financial

performance and
value

)
1
Dual Materiality Reporting

Figure 11 — Dual Materiality Principle

Investors today are increasingly embracing the concept of dual materiality, which involves considering
both the financial and societal/environmental impacts of an organization’s activities. This is done
through disclosure requirements that allow investors to gain insight into how firms are managing ESG
risks and opportunities. By understanding these risks, investors can make more informed decisions
about where to put their money.

In 2019, the European Union introduced rules requiring certain large companies to disclose their
social and environmental practices in line with dual materiality principles. This recognizes that an
organization’s effects on the world, beyond its bottom line, is important and should be shared with
investors.
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6.5 Utilizing P5 for Business in ESG Disclosures and Sustainability Reporting

P5 for Business addresses sustainability performance and impacts from the organization. It provides
useful inputs to support the organization’s ESG disclosures as well as its GRI, UNGC (UN Global
Compact), and other sustainability reports.

Most guidance on reporting requires that the organization determine material topics starting with
identifying actual and potential impacts as a first step. In practice, a P5 Impact Analysis covering the
entire organization accomplishes this.

The second step is to disclose material topics by listing them out and explaining how they are
managed. By including the P5 Impact Analysis (P5IA) outcomes in a Sustainability Intervention Plan
(SIP), management will have identified individual impacts, scored their severity, identified causes and
outcomes, and documented recommendations to mitigate.

A P5IA template and SIP template are available for free and can be downloaded from the GPM
webpage at <https://www.gpm.org/p5>. Instructions for use are included within the templates.

P5 Impact Analysis (P5IA) Process
Identify and Assess Impacts on an Ongoing Basis

Understand
the project
context

Identify Score the Assign new
actual and impact and - score based
potential propose a
impacts response

on proposed
response

\ J \ J
Y Y
Refer to the Business Use the elements Engage with relevant
Case and use the and lensesin the project stakeholders
guidancein the P5 Ontology
P5 Standard

7) N\

\.__/ Provide
De\!elog . Assign work to material data for
Sustainability action owners ESG Discl
> Management : > Isclosures
and remediate and
Plan from . e
. impacts Sustainability
SnpeEt Reporting
\§ J
N J J
Y Y
Manage impacts Submit for reporting

Figure 12 — Business Impacts to Reporting/Disclosure Materiality
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6.6 Mapping P5 Elements to Reporting Standards

The elements listed in Figure 13 (below) are used in ESG disclosures to provide investors with
standardized information about an organization’s sustainability performance across a range of areas
that are material to its business model or operations.

There are many different ESG frameworks that companies and investors can use to assess and report
on their sustainability performance. Some of the most widely recognized frameworks include:

1. Global Reporting Initiative (GRI)

N

Sustainability Accounting Standards Board (SASB)

3. Task Force on Climate-Related Financial Disclosures (TCFD)

4. Carbon Disclosure Project (CDP)

5. United Nations Sustainable Development Goals (SDGs)

In addition to these five
frameworks, there are also
industry-specific standards and
guidelines that organizations
may follow depending on their
sector or region. For example,
the International Council on
Mining and Metals (ICMM) has
developed a set of sustainability
principles for the mining
industry, while the European
Union has established a
taxonomy for sustainable
finance.

Overall, the number of ESG
frameworks is constantly
evolving as stakeholders
continue to develop new
standards and guidelines for
measuring and reporting
sustainability performance.

In a review of 40 ESG
frameworks, the elements in
Figure 13 are some of the most
common, and P5 is relevant to
all but three.

Typical Elements for ESG Disclosures and Sustainability Reporting A‘::’:;ied
Governance:

Board structure and independence -
Executive compensation -
Audit and risk oversight Yes
Anti-corruption policies Yes
Political contributions -
Environmental:

Greenhouse gas emissions and energy use Yes
Waste management Yes
Water usage and conservation Yes
Biodiversity protection Yes
Pollution prevention and control Yes
Climate change risks Yes
Social:

Employee health and safety Yes
Diversity and inclusion policies Yes
Human rights protections in the supply chain Yes
Community engagement initiatives Yes
Data privacy policies and security measures Yes
Ethics:

Compliance with laws and regulations related to corruption or bribery Yes
Fair competition Yes
Respect for intellectual property rights Yes
Respect for personal data privacy -Consumer protection measures Yes
Human capital management: Yes
Talent attraction & retention strategies Yes
Employee engagement & motivation Yes
Leadership development programs Yes

Figure 13 — ESG Disclosure Elements addressed in P5
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7 Additional P5 Applications

This section describes some of the more common uses of the P5 Standard for Sustainability in Business
Practice.

7.1 P5 Impact Analysis

A P5 Impact Analysis (P51A) is used to define and prioritize sustainability impacts to:
+ Improve the expected benefits from the organization’s sustainability efforts.
« Increase positive impacts and reduce negative impacts to society and the environment.

+ Contribute to achieving the organization’s sustainability goals.

A P5IA gives key decision makers actionable information to justify changes to the organization in
socially, environmentally, and fiscally responsible ways.

7.1.1  P5IA Mechanics

To perform a P5IA, the management team should generally follow the following steps:

« Identify internal and external events which may occur during business operations or during the
useful life of the project product for each of the elements described in Sections 3, 4, and 5.

+ Describe the cause(s) of the event and the potential sustainability impacts of each.
+ Rate the impacts based on the magnitude of their effect on sustainability.

+ Identify possible responses to each event to minimize the impact of negative events and
maximize the impact of positive events.

+ Re-rate the impacts based on the assumption that the response is implemented.

7.1.2  Assigning Items to Elements

Some of the P5 elements overlap. For example, when manufacturing a laptop, the impact of toxic
chemicals might be included under Employee Health and Safety or Contamination and Pollution.
Where it is placed in the P5IA is not as important as ensuring that the impact is identified and
responded to. In fact, it may be useful to record such an item in multiple locations to ensure proper
visibility.

7.1.3 Format

GPM offers a template to support preparation of a P5 Impact Analysis. The template is free and can be
downloaded from the GPM webpage at <https://www.gpm.org/p5>.

Instructions for use are included within the template.
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7.2 Sustainability Intervention Plan

A Sustainability Intervention Plan (SIP) describes how sustainability will be addressed in response to
an adverse event. P5 has an integral role in developing an SIP as P5 identifies the subjects to be
addressed. An SIP should generally include:

e Purpose

+ Approach

+ Roles and Responsibilities

+ Budget

+ Planned Responses

+ Key Performance Indicators for Sustainability
+ Reviews and Reporting

+ P5 Impact Analysis

GPM offers a template to support preparation of an SIP. The template is free and can be downloaded
from the GPM webpage at <https://www.gpm.org/p5>.

Instructions for use are included within the template.
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Annex 2
Feasibility Analysis Metrics

This annex provides additional information in support of the Investment Feasibility subcategory.

When funding an investment, the expectation is that the investment will generate more value than it
consumes. Value includes monetary returns as well as non-monetary returns such as regulatory
compliance and increased sustainability. The metrics described within this annex are widely accepted
approaches to evaluating that expectation.

The use of feasibility analysis metrics can be complicated by several factors:

+ All of these calculations normally use single values as inputs, while numbers for investments are
almost always ranges, and often large ranges. This means that feasibility analysis for investments
should almost always be probabilistic rather than deterministic.

+ The inputs used in the calculations must include all costs, all expected benefits, and all
expected dis-benefits to minimize the potential for inaccurate guidance. For example, some cost
estimates do not include fully-loaded salaries and thus understate the likely cost.

+ The inputs used must be updated regularly, and the calculations must be redone with the new
values. The updated results must be considered when deciding whether or not to continue to
fund the investment.

+ There is no “one best” metric. It is possible for one metric to show that Investment A should be
funded and for another to show that it should not be.

A2.1 Direct Financial Benefits

Direct financial benefits are gains that are derived from the investment itself.

Estimates of direct financial benefits should reflect present value as described in Section A2.3.

A2.2 Benefit-Cost Ratio

Benefit-cost ratio (BCR) is a metric used to evaluate the relationship between the benefits and costs of
an investment. The higher the BCR the higher the value of the investment.

BCR is calculated using the following formula:
BCR = Benefits / Costs

Benefits are usually limited to direct financial benefits (see A2.1), and costs are usually limited to
actual, out-of-pocket costs to finance the investment. Dis-benefits may be deducted from benefits or
added to costs. If indirect benefits are included in benefits, indirect costs must also be included in
costs.

Both figures should reflect present value as described Section A2.3.

The inverse of a BCR is a cost-benefit ratio (CBR).
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A2.3 Present Value

Present value (PV) is the current value of a future amount of money given a specified rate of return. It
reflects the fact that a future amount is worth less than the same amount today.

In financial terms, the future amount is discounted (reduced) by the expected rate of return to
determine the present value. Typically, the expected rate of return is the interest rate that would be
earned if the money were invested instead of being expended on the investment.

Present value is calculated using the flowing formula:

n

PV = Future value /(1 + 1)
where:  Future value = the amount that is expected in the future
r = the expected rate of return
n = number of periods until the future value is received

Since investment expenditures often extend over multiple periods, net present value (NPV) is more
commonly used rather than simple present value. NPV is the sum of the present values for each period
where each period’s future value is the net cash flow for that period.

A2.4 Return on Investment

Return on investment (ROI) is a performance measure used to evaluate the financial return from the
money expended on an investment. The higher the ROI the higher the value of the investment.

As with the benefit-cost ration, dis-benefits may be deducted from benefits or added to costs.
ROl is calculated using the following formula:
ROI = (Direct Financial Benefits —Costs) / Costs

ROl is normally expressed as a percentage: if the raw calculation results in a value of 0.32, the ROl is
expressed as 32%. Both costs and benefits should reflect present value as described in Section A2.3.

A2.5 Internal Rate of Return

Internal rate of return (IRR) is the annual rate of interest that could theoretically be earned by
investing the project’s cash flows in an alternative investment.

If an investment’s IRR is higher than the return offered by other alternatives (e.g., other investments,
stock purchases, bank accounts), the investment is considered to be a good one.

IRR is calculated by solving the following formula:

CF, CF, CF, CE,

0= CFy+ + + ot —
°" (1+IRR) ' (1+IRR)? = (1+IRR)3 (1 + IRR)"

where CF, = the initial outlay and CF,, CF, CF; ... CF, = cash flows for each period.
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Annex 3
Glossary of Key Terms

Age-appropriate labor means ensuring that children are not put in dangerous or exploitative situations
while still allowing them to develop essential job skills. It is used to describe work suitable for a
person’s skill level and maturity.

Air and water quality involves measures of contamination in air and water sources.

Anti-corruption is the practice of rejecting both offers of and requests for gifts, payments, or other
forms of benefits in order to influence the activities, results, or outcomes of the organization. It
involves making sure that the organization is free of unethical practices such as bribery, money
laundering, fraud, and embezzlement.

Biological diversity, also known as biodiversity, refers to the variety of life forms on Earth. It includes
all ecosystems and all species of plants, animals, bacteria, fungi, and microorganisms that make up a
particular environment or habitat. It also includes all genetic variations of those species.

Business case analysis is the process of developing a business case that provides justification for the
initiation or continuation of an investment. It involves analyzing the underpinning logic of funding the
investment. This requires identifying the expected benefits and dis-benefits, likely costs and revenues,
staffing requirements, major risks, schedule alternatives, and stakeholder impacts associated with the
proposed investment.

Clean energy return (CER) refers to the amount of renewable energy generated by the organization’s
activities or its products that is in excess of the amount needed. CER is normally returned to the grid
for use by others.

Community engagement is the practice of treating local residents as stakeholders. This is essential as it
ensures that local needs and perspectives are taken into consideration when taking any action that
affects the community. It also requires a two-way exchange of information and ideas between the
organization and the community to make the organization more effective, efficient, and beneficial for
all involved.

Contamination and pollution is the release of waste materials or hazardous substances into the
environment. It will almost always have a negative impact on ecosystems and human health.
Contamination and pollution most often occurs due to neglectful practices in manufacturing,
construction, agriculture, and related industries that generate waste materials or hazardous chemicals,
but it can also occur in other activities that do a poor job of disposal (see 4.4.2).

Customer health and safety includes the measures taken to ensure the physical and mental wellbeing
of the users of the organization’s products. This includes providing information about risks and
hazards, proper customer handling, and adherence to relevant safety standards, protocols, laws, and
regulations.

Customer privacy and data protection encompasses the measures taken to safeguard customer data
such as personal information or financial details. It includes providing secure storage facilities and
encryption technologies, implementing appropriate access controls and authentication procedures,
and ensuring compliance with relevant laws and regulations.
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Digital communication is the use of digital tools and platforms to communicate. These tools can
include websites, email newsletters, social media accounts, messaging applications, and other digital
communication channels.

Disposal of assets is the process of getting rid of an item which has reached the end of its useful life.
This includes everything from consumer electronics to public infrastructure such as roads and bridges.
Generally, assets should not be disposed of until they are no longer fit for use.

Disposal of goods and materials is the practice of getting rid of items that are no longer needed or
wanted. This includes disposing of both hazardous and non-hazardous waste in accordance with
relevant laws and regulations.

Employment and staffing is the process of obtaining the personnel needed to operate an organization.
It includes identifying the skills required for business operations, recruiting potential individuals
(internally or externally), managing their time and performance, training them when needed, and
compensating them accordingly.

Energy consumption is the amount of energy used by the organization. It encompasses all aspects of
energy use from office lighting to the energy required for transportation.

Equal opportunity is the practice of providing individuals with access to jobs, opportunities, and
responsibilities based on their qualifications regardless of gender, race, age, or other characteristics. It
seeks to eliminate any type of discrimination in the workplace and to ensure that all workers are
treated fairly and given an equal chance to participate in an appropriate way.

ESG disclosures are information about an organization’s performance and practices related to
environmental, social, and governance issues. Information from across the organization is used as
input to the ESG disclosures.

Fair competition is the practice of ensuring that all parties wanting to provide products or services to
the organization have an equal opportunity to compete and win. It requires taking measures to ensure
that no individual party has an unfair advantage due to size, wealth, influence, or any other factor.
This includes enforcing laws and regulations against anticompetitive behavior such as price-fixing and
market manipulation. Additionally, fair competition calls for creating transparent processes for bidding
and contract awards to ensure fair opportunities for businesses of all sizes and types.

Financial analysis is the process of evaluating organizational finances from a monetary perspective.
Typically, it is used to analyze whether an investment warrants initial or additional funding.

Financing organized crime is the raising and processing of funds to support the activities of organized
crime or terrorists. Organized crime and terrorists often exploit the same vulnerabilities used in money
laundering.

Flexibility is the ability to adjust to changing circumstances or situations. It requires the capacity to
modify plans or approaches when faced with unexpected challenges.

Forced and involuntary labor means any work or service that is extracted from a person under the
menace of punitive action against themselves or their families. It includes work where the payment is
below subsistence levels, or where the payment is in goods which are not desirable. Forced and
involuntary labor can take many forms including human trafficking, debt bondage, enslavement, and
unjustly long working hours.
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Green claims are statements made by an organization to indicate that a product has been designed
and produced in a manner that is considered environmentally responsible. These claims typically
relate to the organization’s efforts to reduce its environmental impact such as using recycled materials,
renewable energy sources, and efficient production processes.

Greenhouse gas emissions are gases (mostly carbon dioxide and methane) released into the
atmosphere as a direct result of business activities. This includes emissions as a direct result of energy
consumption as well as emissions from transport of procured goods, raw materials, and services. It
also includes GHG emissions caused by the distribution, operation, and disposal of products and
services.

Greenwashing is the practice of making false or misleading claims in order to mislead consumers into
believing that a product is more environmentally friendly than it actually is. This can be done through
deceptive language, exaggerations, or omitting relevant information about an organization’s true
environmental practices.

Harassment and discrimination involves the measures adopted to ensure a safe, respectful, and non-
discriminatory workplace environment. This includes developing policies that protect employees from
unjust treatment, creating an inclusive environment, implementing effective reporting procedures for
instances of inappropriate behavior, and providing sufficient training for management on how to
handle such issues.

Health and safety is the practice of creating safe working conditions for all individuals working in and
for the organization. It involves implementing measures such as hazard assessment, risk management,
training, enforcement, and investigation. Its main goal is to ensure that individuals are not exposed to
any unnecessary risks while performing their work.

Indirect benefits are the positive impacts that may not always be immediately visible. These benefits
can include improved quality of life, increased economic activity in the local area, and environmental
improvements such as cleaner air or water.

Labor/management relations means building trust, understanding, and cooperation among managers
and staff. It involves respecting each other’s opinions, resolving conflicts proactively, communicating
clearly, and ensuring that everyone is aware of their roles and responsibilities.

Local competence development is the process of fostering and expanding skills, knowledge, and
expertise in the localities in which the organization operates. It can involve providing training or
education to local individuals, as well as encouraging collaboration and the sharing of resources with
local organizations or local individuals.

Local economic impact includes the direct and indirect effects the organization has on the economy
of its local area. This can include job creation, increased spending in the local economy, or increased
regional development.

Local procurement is the practice of purchasing products and services from local suppliers.

Logistics is the planning and execution of activities related to transporting goods, raw materials, and
services for use by the organization. Logistics includes activities such as scheduling transportation,
estimating costs, coordinating personnel, and making sure that all necessary procedures are completed
on time.
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Modeling is the creation of a physical, mathematical, or logical representation using representative
characteristics of the investment.

Money laundering involves concealing the origins of illegally obtained funds and making them appear
legitimate by obscuring their connection to criminal activities. Organizations should safeguard their
financial integrity by implementing effective anti-money laundering strategies to prevent illegal
concealment. This involves making sure the organization conforms to recognized economic, social,
and governance standards.

Noise pollution is the creation of excessive, unpleasant, or disruptive sounds that can diminish quality
of life. Noise pollution can be caused by activities such as blasting, heavy vehicle traffic, traffic jams,
and operation of machinery or equipment.

Optionality means having multiple solutions or choices available. It means the organization is not
constrained by a single approach. Optionality means that the organization is capable of supporting
different outcomes with different results without having to start over.

Organizational learning is a form of knowledge management in which organizational components
and individual employees are encouraged to capture, share, and apply their knowledge. This enables
the organization to adapt and improve its processes, products, and services over time.

Product and service labeling includes procedures used to ensure that products are accurately labeled
according to legal and ethical standards. This includes properly disclosing potential risks, hazards, and
side effects associated with the use of products and services as well as providing appropriate
information about the origins of these products and services.

Protection for indigenous and tribal peoples includes the measures taken to ensure the rights and
wellbeing of affected populations as part of the organization’s activities. This includes protection of
their culture, land use rights, language, religion, and other forms of recognition.

Public policy and compliance includes the steps taken to ensure that the organization complies with
all relevant laws and regulations. This involves researching relevant laws and regulations,
understanding their implications for the organization, and taking necessary steps to make sure these
laws and regulations are respected.

Recycling involves transforming a waste item into a useful one. Items that can be recycled run the
gamut from plastic water bottles to computers to electrical generators.

Regenerative design is a practice that draws on an understanding of how ecosystems function so that
the organization will regenerate resources rather than depleting them.

Renewable energy, also called alternative energy, is energy generated from sources that are
replenished at a faster rate than they are consumed. These sources include solar, wind, water, and
geothermal power.

Resiliency is the ability to recover from or adjust easily to adverse conditions such as extreme market
fluctuations, political or economic instability, natural disasters, or health emergencies. Resiliency does
not make problems go away: it means having the ability to cope with them despite the unexpected
stress.

Responsible technology is the practice of taking into account ethical, legal, and social implications
that involve new or emerging technologies. This includes developing and adhering to frameworks and
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policies related to data privacy, intellectual property rights, environmental impact, diversity, and
inclusion. Responsible technology also requires ensuring that technology is used in a safe and
responsible manner.

Reuse involves using the same item again and again or finding a new purpose for it.

Simulation is the use of a model to understand the potential effects of alternative conditions and
choices given uncertainty in the input variables. It can be especially useful where investment
characteristics interact in unpredictable ways.

Social return on investment (SROI) is a framework for measuring and accounting for investment
results and outcomes by including social and environmental costs and benefits along with the
traditional economic ones. It is based on the idea that investments create value in ways other than just
financial returns. For example, a community development project may create value by improving the
health and well-being of residents, reducing crime, and increasing social cohesion.

Soil erosion is the loss of topsoil due to human activities such as construction, road building, or
agricultural practices. It can be exacerbated by changes in the natural land cover and can have
significant negative effects on local ecosystems. As with water displacement, soil erosion is mostly an
issue with construction, manufacturing, and agricultural activities.

Sustainability is the ability of a system, process, or activity to continue indefinitely without depleting
natural resources or causing significant harm to the environment. It involves balancing economic,
social, and environmental considerations to ensure that current needs are met without compromising
the ability of future generations to meet their own needs.

Sustainability reporting provides information about an organization’s policies, practices, and
performance related to sustainability. It covers a wide range of topics such as energy efficiency,
carbon emissions, resource conservation, human rights, labor practices, and community engagement.
Information about the organization’s activities is used as input to its sustainability reporting.

Sustainable development is an approach to economic growth and development that seeks to meet the
needs of the present generation without compromising the ability of future generations to meet their
own needs. It aims to balance environmental, social, and economic concerns in order to achieve a
healthy and prosperous society that can continue into the future.

Sustainable procurement practices and contracts includes practices for obtaining goods, raw
materials, and services that take into account environmental, economic, and social impacts. It means
contracting for resources in an ethical manner. It requires establishing agreements which adhere to
environmental, social, and human rights standards.

Talent acquisition, retention, and empowerment is the commitment to attracting, developing, and
retaining needed talent while fostering a workplace that adapts to evolving needs, encourages
collaboration, and provides access to growth opportunities.

Training and qualification is the process of ensuring that permanent staff have the necessary skills to
effectively complete their work. It involves providing instruction, assessing proficiency, monitoring
performance, and offering guidance.
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Traveling and commuting is the movement of personnel between different locations. Traveling and
commuting may include travelling between sites, attending off-site meetings, conducting off-site
presentations, collecting data, and providing off-site support

Value chain is the series of activities that an organization undertakes to create and deliver a product or
service to its customers, from its initial design to its arrival at the customer’s door. The chain includes
both upstream activities (performed by suppliers) and downstream activities (performed in the
distribution channels).

Waste generation is the creation of any excess or unneeded materials or byproducts by the
organization. This includes everything from unused supplies and materials to wasted energy.

Water consumption is the usage of water during business activities. Although construction,
manufacturing, and agricultural activities are probably the major users of water, all organizations use
water to some extent.

Water displacement is the practice of diverting water sources that have been disrupted by the
organization away from areas that are prone to flooding and contamination. Methods include dam
construction, rerouting flowing water, building artificial wetlands, landscaping with rain gardens, and
installing flood barriers. Water displacement is mostly an issue with construction, manufacturing, and
agricultural activities.

Work-life harmony and mental health refers to the ability of individuals to strike a balance between
their professional goals and commitments within their personal lives. This involves taking regular
breaks from work, developing healthy work habits, and engaging in activities that bring a sense of joy
and contentment.
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Annex 4
P5 Mapping to the SDGs

The United Nations Sustainable Development Goals (SDGs) are interconnected, with progress in one
goal often depending on progress made in others. When mapping P5 to the SDGs Goals and targets,
an impact on one often has a direct impact on a second.

Here are some of the most common linkages between each SDG:

1.

No Poverty (SDG 1) and Zero Hunger (SDG 2): These two goals are closely aligned as poverty
and hunger are often intertwined. Reducing poverty can help to alleviate hunger by increasing
access to food and resources.

Affordable and Clean Energy (SDG 7) and Climate Action (SDG 13): Access to affordable and
clean energy is critical for reducing greenhouse gas emissions and mitigating the impacts of
climate change.

Quality Education (SDG 4) and Gender Equality (SDG 5): Improving access to education for
girls can help to promote gender equality by empowering women with knowledge and skills
that can lead to greater economic opportunities.

Decent Work and Economic Growth (SDG 8) and Industry, Innovation, and Infrastructure
(SDG 9): Investments in infrastructure, innovation, and industry can create new job
opportunities and drive economic growth.

Sustainable Cities and Communities (SDG 11) and Responsible Consumption and Production
(SDG 12): Promoting sustainable consumption patterns can help reduce waste levels in cities
while improving quality of life for residents.

Life Below Water (SDG 14) and Life On Land (SDG 15): Protecting marine ecosystems is
essential for maintaining biodiversity on land as many species rely on these ecosystems for
their survival.

Overall, understanding the linkages between SDGs is critical for developing integrated solutions that
address multiple sustainability challenges at once.

The mapping below lists P5 Elements (in alphabetical order) and maps them to the SDGs. Their direct
impacts are shown in and their secondary impacts in [liags. Clearly, the P5 Standard has a
significant impact on the SDGs.

95



P5SUPPORTS

v
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THE GLOBAL GOALS

For Sustainable Development

# P5 Elements
Age-Appropriate Labor

Air and Water Quality

Anti-Corruption

Biological Diversity

Community Engagement

Cc ination and Pollution

Customer Health and Safety

1
2
3
4
5| Business Case Analysis
3
7]
8
9

Customer Privacy and Data Protection

| 10| Digital Communication

11| Disposal

12| Employment and Staffing

13 Energy C n

14| Equal Opportunity

6| Fair Competition

fIESG and Sustainability Reporting
1

17|Financing O ized Crime

18| Financial Analysis

19| Flexibility/ Optionality

20| Forced/Involuntary Labor

21|GHG Emissions

22| Green Claims and Greenwashing

23| Harassment and discrimination

24| Indirect Benefits

26| Local Cc e Development

p

jLabor/Managemen( Relations

27| Local Economic Impact

28| Local Procurement
29| Logistics

33| Organizational Learning

30| Modeling and Simulation
31/Money Laundering
32| Noise Pollution

34|Product and Service Labeling

36| Protection for Indig and Tribal Peoples

jProject Health and Safety

37|Public Policy/ Compliance

38|Recycling and Reuse

39|Renewables and Clean Energy Return

40| Resiliency

41|Responsible Technology

42| Social Return on Investment

43/Soil erosion and Reg

aa|Sustainable Procurement and Contracts

as| Talent Acquisition, Retention, and Empo

46| Training and Qualification

a7/ Traveling and Cc

-]

48| Waste Generation

29| Water C ption

s0| Water Displacement

51| Work-Life Harmony and Mental Health

No Poverty

SDG 1

Good Health

Quality Education

Clean Water and Sanitation

SDG2 SDG3 SDG4 SDG5 SDG6

Good Jobs and Economic Growth
Innovation and Infrastructure
Reduced Inequa
Responsible Consumption
Climate Action
Life Below Water
Life on Land
Peace and Justice
tnership for the Goals

Sustainable Cities and Communities

SDG 8 [SDG9 SDG 10 [SDGHIN SDG12' SDG13 SDG14 [SDG15| SDG16 SDG 17

Blue = direct impac
Green = indirect impact
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Figure 14 — P5 to SDG Mapping
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Version Control

Version | Date Approved Approved by Summary of Changes
1.0 Joel Carboni e Initial release
e Changes to support talent acquisition, etc.
1.1 February 2025 Joel Carboni & PP 9

¢ Several new figures developed for SPM The Course
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