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What is included in this overview?

Biodiversity in Retail & Consumer Products envisions a future for this sector that

is resilient, responsible and aligned with global sustainability goals. The purpose of

this publication is to first highlight what makes biodiversity a strategic imperative for
companies in the retail and consumer products sector, and then explore how protecting
and restoring biodiversity helps safeguard ecosystems as well as global supply chains
and long-term company value.

We developed this overview specifically for decision-makers working in retail and
consumer products. It covers the importance of biodiversity in building resilience, the
key risks and dependency issues facing today’s businesses and practical steps for
making biodiversity a priority in the corporate strategy.

While biodiversity is a global challenge, this overview deals with the implications for the
retail and consumer products sector in particular, including the following topics:

» why biodiversity matters for the sector today,
* why biodiversity should be treated as a strategic priority,

* g practical set of guidelines to begin integrating biodiversity into corporate strategy
and operations.

With a better understanding of these key themes, you can take your company beyond
mere compliance and leverage biodiversity as a source of innovation, competitive
advantage and long-term value creation.
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What is biodiversity and why is it relevant?

Biodiversity - the variety of life on earth at all levels, from genes and species to the complex ecosystems they form - is not only essential for
our planet’s resilience, but also for business continuity which makes safeguarding biodiversity a strategic priority in today’s business world.

Put simply, biodiversity encompasses all life on earth, both the organisms
themselves and the ecosystems that sustain them. The official definition according
to the Convention on Biological Diversity (CBD, 1992) is as follows:

“Biodiversity’ means the variability among living organisms arising from
all sources including terrestrial, marine and other aquatic ecosystems,
and the ecological complexes of which they are part, and includes
diversity within species, between species, and of ecosystems.”"2

We distinguish between four levels of biodiversity:

— |
Genetic diversity Ecosystem diversity

the variety of genes that exist within the variety of habitats in a geographic
a species population (e.g., different location (e.g., forests, wetlands or

breeds, strains or cultivars). coral reefs).
L ]

| 1
Species diversity Functional diversity

the number of different species the various roles that organisms play and
within a given area (e.g., mammals, traits they exhibit within an ecosystem (e.g,,

insects or fungi). pollinators, decomposers or predators).
\ /

Together, these four levels form the basis for resilient ecosystems that support
both life and economic activity in terrestrial, marine and freshwater environments.?

" Regulation - 2020/852 - EN - taxonomy regulation - EUR-Lex | 2 Convention on biological diversity United Nations 1992 |
3 Deloitte & WWEF Nature is Next (2022) | 4 WEE The Global Risks Report 2022

Why is biodiversity such a hot topic today?

While addressing climate change remains a global priority, there are a host of other
environmental challenges we must address, most notably biodiversity loss and
ecosystem degradation. More and more experts agree that these concerns are
fundamental to the health of our planet and the stability of the global economy. In
fact, the World Economic Forum recently designated biodiversity loss as one of its
top three global risks for the next decade.”

Biodiversity is essential for the proper functioning and resilience of our
ecosystems, which in turn provide critical services that support human well-being
and business activity. For example, one of these ecosystem services is the pollination
of crops, which depends heavily on high biological diversity. Pollinating species, such as
bees, butterflies, or beetles, enable plants to produce fruits and seeds.

Disruption or loss of biodiversity at any level - genetic, species or ecosystem - can
cause cascading effects that may weaken environmental resilience, reduce nature’s
ability to adapt to stress and impact our access to essential services.

We have seen a surge in global policy-making in this context, including a commitment
to halt and reverse biodiversity loss by 2030. In our era of extreme public
scrutiny, consumers expect companies to understand and address their impact on
the environment, both on land and in freshwater and marine ecosystems. This shift
presents both strategic risks and opportunities for the business community.



https://eur-lex.europa.eu/eli/reg/2020/852/oj/eng
https://apps1.unep.org/resolutions/uploads/1992-convention_on_biological_diversity-en.pdf
https://www.wwf.nl/globalassets/pdf/rapporten/nature-is-next---wwf--deloitte.pdf
https://www3.weforum.org/docs/WEF_The_Global_Risks_Report_2022.pdf
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Why does biodiversity matter to retail and consumer products companies?

Biodiversity is critical for businesses in retail and consumer products because it strengthens supply chain resilience, mitigates environmental
risks and addresses growing demands for sustainable sourcing from both regulators and consumers

Biodiversity is emerging as a critical lens through which consumer goods
companies and retailers must evaluate their environmental and economic
impact. As climate change, deforestation and agricultural monocultures threaten
our ecosystemes, the public is calling for the industry to proactively protect and
restore biodiversity. It isn't only regulators and stakeholders driving this shift;
consumer expectations and long-term business resilience are also key factors. This
sector, and food and beverage companies in particular, is highly dependent on
biodiversity yet also plays a major role in its loss.

Biodiversity loss poses systemic risks to global supply chains, particularly for
sectors reliant on food, textiles, cosmetics and other natural resources.

* Agricultural inputs depend on healthy ecosystems for pollination, fertile soil and
a reliable water supply.

* Raw materials such as palm oil, cocoa and cotton contribute to deforestation and
habitat destruction, which makes them vulnerable to reputational and regulatory
scrutiny.

If retailers and consumer products companies do not proactively address
biodiversity risks, it could lead to supply chain disruption and higher costs.
Understanding how biodiversity impacts the business and finding the right
solutions for the company is fundamental to creating resilient supply chains.

Why are biodiversity assessments so key for retail and
consumer products companies?

O

#Transparency
Identifying and disclosing environmental impacts and risks
is a vital step for companies on the path to accountability
and transparency.

#Resilience

Biodiversity assessments are part of a proactive approach
to addressing environmental challenges, mitigating
risks and adapting to change. They help build long-term
resilience for both businesses and supply chains.

#Decisionmaking

Environmental impact disclosures help investors and financial
stakeholders make more informed decisions, particularly
given the growing interest in supporting environmentally
responsible businesses aligned with global sustainability goals.
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Environmental and regulatory drivers

Driven by environmental risks, an evolving regulatory landscape and growing economic interdependencies, biodiversity has moved from a

more peripheral issue to a strategic imperative

Environmental drivers

Environmental stability/ecological urgency

Biodiversity makes our ecosystems more resilient, so that they are better able to recover

from natural disasters as well as man-made threats such as climate change and pollution.
Diverse ecosystems regulate the climate, purify the water and promote nutrient-rich soil.

Climate change mitigation

Biodiverse ecosystems - such as forests, wetlands, and grasslands - are powerful carbon
sinks, which makes protecting and restoring biodiversity one of the most effective natural
solutions to climate change.

Food and water security

People around the world need reliable access to clean water and a sufficient, safe and nutritious
food supply. Healthy ecosystems and biodiversity ensure resilient crops, clean water sources
and stable agricultural productivity - all of which are essential for food and water security.

Why it matters now

* Loss of biodiversity makes our ecosystems less resilient and more vulnerable to
extreme weather, soil degradation and ecosystem collapse.

* Restoring degraded ecosystems is widely acknowledged as a key strategy for adapting
to climate change.

* Biodiversity loss makes food systems more sensitive to environmental shocks. Water
scarcity, for example, is a more serious problem in areas with degraded ecosystems.

" CSRD = Corporate Sustainability Reporting Directive | 2 ESRS = European Sustainability Reporting Standard |
3 ESRS E4 Biodiversity and Ecosystems

Regulatory drivers

Policy and regulation

Biodiversity has been officially recognized as a primary environmental objective in global
and regional initiatives, such as the EU Biodiversity Strategy for 2030, the Convention on
Biological Diversity (CBD) and the EU Taxonomy Regulation - all policies designed to slow
biodiversity loss and promote ecosystem restoration.

Regulatory pressure
New regulations (e.g., CSRD' and ESRS E4?) require companies to assess and disclose their
biodiversity impacts and dependencies at all levels of their operations and supply chains.?

Why it matters now

* Governments and institutions are setting binding targets and timelines, making biodi-
versity a core component of their climate action and sustainability strategies.

* There has been a shift in regulatory pressure from voluntary to mandatory disclo-
sure and compliance. Companies that fail to act are exposed to legal, financial and
reputational risks.

Would you like to learn more about best practices for assessing your
environmental impacts, dependencies, risks and opportunities using
scientifically sound, sustainable and economically viable methods?

Take a look at our guide to understanding nature-related dependen-
cies and opportunities, which we published in collaboration with INAT
(available in German only).



https://www.efrag.org/sites/default/files/sites/webpublishing/SiteAssets/ESRS%20E4%20Delegated-act-2023-5303-annex-1_en.pdf
https://cdn.prod.website-files.com/63f8dbc6d226549adca272bb/6720af4b63e3ed87da3c0864_241028_UMO_CSRD-Leitfaden.pdf
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Fconomic and business drivers

As ecosystems degrade and nature-related risks pose serious financial implications, it is crucial for companies to recognize the importance
of biodiversity in building resilience, meeting compliance obligations and creating long-term value

Economic and business drivers

Economic Importance across sectors

Over half of the global economy - roughly $44 trillion - is moderately or highly dependent
on our ecosystems and the services they provide. The consumer products sector, par-
ticularly the food and beverage segment, is highly nature-dependent, with $1.4 trillion in
economic value exposed to biodiversity risks.

Business and reputational risks

Biodiversity loss poses a real risk for most businesses, with impacts on operations, supply
chains and market access. The disruption can be short-term, for example when certain
raw materials become scarce in degraded ecosystems (e.g., crops, natural ingredients,
timber or water). The longer-term impacts range from stranded assets and regulatory
non-compliance to reputational damage, especially as public scrutiny increases.

Strategic and financial value beyond reporting

Understanding the ways the business depends on the natural world can help to manage
risk and improve strategic planning. More and more investors also expect companies to

disclose biodiversity performance metrics, which can affect ESG ratings, the cost of capi-
tal and eligibility for green finance.

Why it matters now

* To ensure the business remains viable and competitive in the long term, companies
must act now. Biodiversity loss impacts consumer products companies in particular, as
it can lead to supply chain disruptions, increased input costs and reputational risk.

* Because nature-related challenges poses real financial risks, biodiversity has become
a key component of ESG strategies, investment criteria and regulatory disclosures (e.g.,
CSRD? and ESRS E43). Companies that fail to address their biodiversity impacts may face:

- Operational setbacks due to resource scarcity or ecosystem collapse

- Mandatory changes to supply chains, including relocation of operations
- Regulatory repercussions, from fines to expanded reporting obligations
- Public and stakeholder backlash, leading to brand erosion

* Beyond compliance issues, investing in biodiversity can make the company more resil-
ient and more competitive. Nature-positive initiatives can help unlock new markets and
future-proof the business.

* Poor biodiversity performance or ineffective strategies could increase a company’s
financial risks, incl. funding opportunities and increased scrutiny from both investors
and regulators.

' World Economic Forum - Half of World's GDP Moderately or Highly Dependent on Nature (2020) | 2 2CSRD = Corporate Sustainability Reporting Directive | 3 3ESRS = European Sustainability Reporting Standard



https://www.weforum.org/press/2020/01/half-of-world-s-gdp-moderately-or-highly-dependent-on-nature-says-new-report/
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What are key challenges for companies developing a biodiversity strategy?

Fragmented data, complex assessments, unclear business cases and short-term investment pressures across the global value chain are the
main challenges in developing an effective biodiversity strategy

Making the business case

Many companies have difficulty recognizing
biodiversity as a strategic business priority.
Alack of awareness at the executive level,

responsibility silos and minimal cross-sector -

collaboration are holding back progress.

Without a clear understanding of biodiver-
sity dependencies and risks, it is difficult
to prioritize actions and allocate resources
effectively. This can undermine strategic
integration and regulatory readiness.

Sector relevance
* Retail is part of a complex value chain.

* Ability to act depends on collaboration
with upstream suppliers and producers.

* Sector-wide knowledge sharing and stand-
ardized terminology are essential.

Lack of clear metrics and data
Biodiversity is both location-specific and
multidimensional, making it difficult to meas-

ure consistently. With gaps in the data - espe- :
- ational analyses to assess performance.

cially in global supply chains - companies are

* unable to accurately assess their impacts and
. dependencies. The resulting assessments

have a high degree of uncertainty.

Only 5% of companies have an accurate

. assessment of their biodiversity impacts and
- dependencies.! Without standard indicators
and baseline data, internal monitoring and

. external reporting systems remain fragmented. :

- Sector relevance
. * Reliable upstream/downstream data can

make or break the business.

-« Transparency across regions and product

categories is vital.

. Complexity of assessment

Biodiversity is a complex, multi-

dimensional issue that demands in-depth

environmental, geographical and oper-

However, many tools only reflect one

. aspect of biodiversity, which makes them

inadequate for strategic planning.

Although existing tools can provide a good

introduction to biodiversity, they need to

- deliver comprehensive analyses that outline
- the most relevant implications.

- Sector relevance
¢ * Retailers need tools that cover different

regions and categories.

» Without the right tools, it's difficult to prior-

itize and communicate impacts.

Business pressures and investments
Biodiversity initiatives yield results over the long

* term, while companies face short-term financial

pressures. Nature-related impacts on global

- supply chains, though still limited, will increase.
* Without a clear ROI or investor incentives, find-

ing upfront funding and in-house resources for
nature-positive initiatives is difficult.

Companies rarely perform cost-benefit analy-

. ses for biodiversity initiatives, so it is difficult
- tojustify the investments. Without the right

financial instruments and market incentives,
. there are limits to what a company can do.

- Sector relevance
: ¢ The high cost of measuring performance is

a barrier for many.

-« Without clear ROI or incentives, strategies

are deprioritized.

Most companies have already gathered extensive climate data and gained experience with supply chain analysis beyond immediate suppliers. This puts them in a
strong position to expand biodiversity reporting and leverage existing climate data to generate key insights. By building on the supply-chain efforts already in place

and applying transferable methodologies, biodiversity metrics become part of current systems rather than requiring a completely new process

World Benchmarking Alliance — Nature Benchmark 2022-2024



https://www.worldbenchmarkingalliance.org/publication/nature/

Biodiversity in Retail & Consumer Products | An In-Depth Overview

As biodiversity becomes a higher strategic priority,
companies face mounting pressure to understand
and manage their environmental impact
across increasingly complex global supply chains.
This is especially true for the retail and consumer
products sector, where biodiversity risks are
deeply embedded in diverse and often opaque
supply chains. Add to that the fragmented data,
evolving regulatory landscape and limited
in-house resources of the current market, and
aligning biodiversity goals with actionable strategies
becomes even more challenging.

. .
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Strategic implications for retail and consumer products companies

Biodiversity is a strategic priority for retail and consumer products companies because protecting ecosystems reduces risks,

drives innovation and strengthens resilience

Prioritizing biodiversity

Biodiversity loss impacts supply chains, operational resilience and prof-
itability in a variety of industries. Under the CSRD' and other regula-
tions (the ESRS E42 in particular), companies must disclose their biodi-
versity dependencies and impacts. It is vital for retailers and consumer
products companies to prioritize biodiversity in their risk management,
compliance and procurement strategies to bolster resilience.

S/

Long-term value creation

There are multiple competitive advantages to investing in biodiversity,
from strengthening brand reputation and investor trust to making
operations more stable. These investments also sustain vital ecosystem
services such as pollination, water purification and soil fertility. Taking
action now helps minimize supply chain disruption and strengthens
long-term business resilience. Biodiversity-friendly practices offer the
added bonus of responding to growing calls from consumers for more
sustainable options.

T CSRD = Corporate Sustainability Reporting Directive | 2 ESRS = European Sustainability Reporting Standard

Innovation and digital solutions

It takes sophisticated tools to analyze complex, fragmented biodiver-
sity data. Whether it is Al analytics, geospatial mapping or automated
validation, these tools help to identify hotspots, improve traceability
and run scenario models. Retailers can leverage technology to transi-
tion to nature-positive practices such as regenerative sourcing, circular
packaging and eco-certification.

J

Economic rationale

Healthy ecosystems make it possible for businesses to operate in the
first place. When biodiversity loss causes supply chain disruptions,
resource scarcity and reputational damage, it exposes companies to
financial risk. A proactive biodiversity strategy will help reduce future
costs and improve access to sustainable financing. Particularly for
companies in retail and consumer products, safeguarding biodiversity
is the key to staying competitive and increasing customer loyalty in
the long-term.
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How can biodiversity become a key part of the strategy?

Our five-step approach makes biodiversity a core element of the corporate strategy by identifying hotspots, analyzing priority locations,
defining a comprehensive biodiversity roadmap and supporting implementation through governance and monitoring

1.

Transparency

Review existing data

and documentation on
nature-related and biodi-
versity impacts as a basis
for analyses, e.g., material-
ity analysis under ESRS E4!

2.

Assessment with
hotspot analysis

First analyze relevant raw
materials, sectors and
activities, and then identify
associated geographies
with potential impacts and
dependencies.

3.

Strategic rationale

Assign dependencies

and impacts to risks and
opportunities (DIROs) and
develop a strategic frame-
work for decision-making.

4.

Location analysis

Conduct an in-depth anal-
ysis of the prioritized loca-
tions to develop concrete
measures.

Under the CSRD,? the ESRS E4 regulation allows companies to actively apply the insights gained from materi-
ality analysis to their corporate management practices. This establishes sustainability as an integral part
of the overall risk management system, using existing data from the materiality analysis as a basis
for hotspot analysis. Find out more on ESRS E4 as strategic instrument in our practical guide with INAT.

Success factors

® & @ O

Data quality and
completeness

Cross-functional
collaboration

Clear prioritization
criteria

ESRS = European Sustainability Reporting Standard | 2 CSRD = Corporate Sustainability Reporting Directive

Measurable
targets and KPIs

5.

Biodiversity strategy

Develop a comprehensive
biodiversity strategy includ-
ing milestones, measures
and a roadmap.

6.

Implementation and
governance

Put the biodiversity strat-
egy into practice and cre-
ate a governance model to
regularly monitor and track
the agreed measures.

@@

Integration with
business processes

Digital enablement is a success
factor. GenAl makes sustaina-
bility data analytics faster and
more sophisticated.

0

Al-powered
analyses



https://cdn.prod.website-files.com/63f8dbc6d226549adca272bb/6720af4b63e3ed87da3c0864_241028_UMO_CSRD-Leitfaden.pdf
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Our biodiversity and sustainability expertise for retail and consumer products
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https://www2.deloitte.com/au/en/pages/about-deloitte/articles/banking-natural-capital.html
https://www2.deloitte.com/au/en/pages/economics/articles/great-barrier-reef.html
https://www.deloitte.com/de/de/Industries/consumer/perspectives/nachhaltigkeit-in-der-konsumgueterindustrie.html
https://www.deloitte.com/nl/en/Industries/retail/research/the-conscious-consumer-connecting-with-health-and-sustainability-priorities.html
https://uk.whales.org/2023/06/08/deloitte-wdc-business-opportinities-oceanic-biodiversity/
https://www.weforum.org/reports/embedding-indigenous-knowledge-in-the-conservation-and-restoration-of-landscapes/
https://cdn.prod.website-files.com/63f8dbc6d226549adca272bb/6720af4b63e3ed87da3c0864_241028_UMO_CSRD-Leitfaden.pdf
https://www2.deloitte.com/content/dam/Deloitte/uk/Documents/risk/ocean-financing.pdf
https://www.wwf.sg/wp-content/uploads/2024/10/WWF_SUSREG-2024_Full-Report.pdf
https://www.wwf.nl/globalassets/pdf/rapporten/nature-is-next---wwf--deloitte.pdf

Feel free to reach out!

Together with our partners at INAT, we look forward to a joint dialogue about biodiversity

\'

Julia Preukschat Inga Schubert Ayla Yilanci
Partner Senior Manager Senior Consultant
jpreukschat@deloitte.de inschubert@deloitte.de ayilanci@deloitte.de

Tabea Schaaf
Consultant
tschaaf@deloitte.de
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