Environment
Carbon-sink programs

The story of a 780%
return on investment
Investing in forestry projects provides value
well beyond greenhouse gas sequestration
For every US dollar invested by Novartis in each of the four carbon-sink projects,
an average of USD 7.8 worth of societal value is created thanks to climate change
mitigation, ecosystem services, local employment and smallholders’ livelihood.
Beyond the initial goal of climate change mitigation, these carbon-sink projects
support several UN Sustainable Development Goals (SDGs) and promote
sustainable business models.

About this project
Since 2007, Novartis has established a strategy to reduce its greenhouse gas emissions through
both internal and external actions. Internally, Novartis has improved energy efficiency and
uses or purchases energy from renewable sources. Externally, the company has established
its own carbon-sink forestry projects in four countries: Argentina, Mali, China and Colombia.
Quantifying the societal impact of an investment, project or business is at the core of good
decision-making and development. This leaflet summarizes the key results and
learnings from quantifying the societal return on investment (SROI) of these projects.

Each of the four projects brings a unique
set of social and environmental benefits

MALI
START DATE: 2007
INVESTMENT: more than 5 000 hectares of agro-forestry
TOTAL SOCIETAL VALUE: PPP USD 84.4 million*
SROI: 1:11.6

COLOMBIA

COLOMBIA

MALI

FOCUS ON SMALLHOLDERS’ LIVELIHOOD

In a first stage, the project targeted jatropha,
before expanding to alternative cash crops such
as sunflower and soybeans. It has involved more
than 5 000 farmers in one of the world’s poorest
regions. Smallholders included in the project
have been empowered to increase their income
by PPP USD 515 per farmer per year.
This additional income has led to increased
access to education for children within the
community, which should yield an even higher
societal value in the long term.

CHINA

ARGENTINA

START DATE: 2014
INVESTMENT: 3 064 hectares of forests
TOTAL SOCIETAL VALUE: PPP USD 217.2 million*
SROI: 1:5.2

FOCUS ON JOB CREATION

The project focuses on the development
of a forest composed of local hardwood species,
which supports local timber and latex production.
This commercial focus enables the generation
of 378 full-time equivalent jobs on average per
year over the course of the project. Those jobs
represent PPP USD 50 million, which is a key
societal value delivered by the project.

CHINA
START DATE: 2010
INVESTMENT: 65% of 4 200 hectares
of forests on fragile mountain sides
TOTAL SOCIETAL VALUE: PPP USD 191.1 million*
SROI: 1:13.3

ARGENTINA

FOCUS ON ECOSYSTEM SERVICES

START DATE: 2007
INVESTMENT: 2 445 hectares of forests
TOTAL SOCIETAL VALUE: PPP USD 204.6 million*
SROI: 1:7.9

Beyond the jobs created (68 permanent and
129 temporary jobs), smallholders involved in
the project benefit from owning the trees planted,
leading to increased revenue in the future.
This forest is critical to provide essential
ecosystem services, including erosion control,
habitat restoration, and water filtration, which
amount to approximatively PPP USD 1 785 per
hectare of forest per year. Overall, the value of
ecosystem services will overtake the carbon
sequestration value, reaching PPP USD 105
million by 2030.

FOCUS ON CARBON SEQUESTRATION

The mix of more than 20 native tree species
enables both carbon sequestration and
sustainable forestry activity, similar to
the Colombian project. Over the next 13 years,
the project will capture over one million tonnes of
CO2, which is equivalent to 2 500 return flights of
a full A330 plane between Paris and New York.
*Cumulative value by 2030

COLOMBIA

BENEFITS ASSOCIATED
WITH THE SUSTAINABLE
DEVELOPMENT GOALS
Insights have been collected using key data
points from each of the four carbon-sink projects,
including project start date, total hectares of
reforestation, Purchasing Power Parity (PPP)
dollar amount accumulated by 2030, and the
Social Return on Investment (SROI) ratio. All
projects have benefits across the four types of
societal value, but by highlighting a focus area
for each project, we can better understand
the positive global impact of the program as
a whole.

CARBON
SEQUESTRATION

ARGENTINA

MALI

CHINA

CUMULATIVE SOCIETAL
VALUE BY 2030
IN MILLION USD PPP

Mitigate climate change
through carbon
sequestration

ECOSYSTEM
SERVICES

Restore nature and
biodiversity functions that
benefit society (e.g. erosion
control, water filtration, etc).

USD 100 million

JOB
CREATION

Create both permanent
and temporary jobs to
support local economies

USD 50 million

USD 10 million

SMALLHOLDERS‘
LIVELIHOOD

Support livelihood
of smallholders and
communities

Impact pathway
marginal

Using impact valuation
Quantifying and understanding the societal
value derived from our different activities,
investments, businesses and projects is
crucial to:
• Inform and improve decision-making
by breaking silos of thinking.
• Engage and communicate with internal
and external stakeholders.
• Support the business strategy of an
organization toward generating value
for shareholders and society.
• Identify new business opportunities.
Impact valuation enables organizations
to comprehensively capture the societal,
environmental and economic value from
projects or investments. It facilitates the
engagement of a wider group of
stakeholders, up to the board level.
This is an essential step to inform
management and decision-making to
improve a company´s contributions to
society.

What comes next
for Novartis
These four sustainable carbon-sink forestry
projects will further develop and continue
to deliver more social and environmental
benefits in the future. They represent
a long-term investment for communities
and the nature around them.
At the same time, Novartis will continue
participating in the ongoing development
of environmental and social impact
valuation, quantification and reporting.
We acknowledge that the methodology
is constantly evolving, but we are
convinced that if appropriately used,
such valuations can help Novartis ensure
long-term successful value creation for
all our stakeholders and will support the
fulfilment of the SDGs.
Moving forward, Novartis will continue to
develop environmental and social capital
valuation and quantification. We will report
these values for our operations, products
and corporate responsibility programs.
Dr. Markus Lehni,
Novartis Sustainability Coach and Advisor

A note on the methodology
The study is based on a methodology called Social Return On Investment (SROI), which was
adapted by Quantis and Valuing Nature. This study is also aligned with the Natural and Social
Capital Protocols, and more generally based on the approach of impact valuation. Impact
valuation is the process of measuring and valuing economic, social and environmental impacts,
often in monetary terms. It is important to note that monetary units reflect values and not prices.
Specific impact pathways were developed to measure the societal value created for the different
stakeholders impacted by the projects. When possible, data was collected through project teams
in each country and through secondary data sources. Negative impacts were also measured
when possible but are not reported here as they were usually insignificant.
All results are presented here in US dollars PPP (Purchasing Power Parity) from the start of
the project until 2030 (cumulative value).
Values in “PPP” take into account the fact that one dollar spent in the United States will not buy
as many goods as the same amount spent in Mali or China. Using PPP-adjusted values allows
to compare values created locally in different countries on the basis of the same currency.
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