SECTION 1

Executive Summary

Ensuring the long-term supply of the medicinal plants on which
your company depends is crucial to your company’s success. But it
can be overwhelming to know where to begin without a tool and a
guidebook. That’s why the Sustainable Herbs Program Toolkit 2.0
(SHP Toolkit 2.0) was created.

The SHP Toolkit 2.0 is a user-friendly, expansive collection of

tools and resources to generate awareness and engage industry
leaders, including you, in implementing ecologically and socially
responsible practices in the botanical industry. (And the rewards

to a company for doing that work are extensive, both financially
and ethically, and discussed in detail in Section 3 of the SHP ToolKkit,
Making the Business Case, Why Invest in Sustainability?)

The SHP Toolkit 2.0 is organized in a way that breaks down key areas
related to implementing sustainability practices in your business
making it easier to focus your time and/or your team on issues that
are important to your company’s specific circumstances and needs.

The SHP Toolkit 2.0 is supported by a series of webinars with experts
on related key topics and other resources found on the SHP website,
www.sustainableherbsprogram.org.

You can use this toolkit as a self-guided program for employees,
or as aroad map to help educate others about why sustainability,
regenerative practices, and equity matter in uplifting quality and
profitability in the botanical industry.

Using the SHP Toolkit 2.0, you can move your company forward into
sustainable and regenerative practices that not only benefit your
company, but the entire planet.

* We use ‘sustainable' and ‘sustainability' because those are the words in current
common use, recognizing the limitations of this concept. Our language, like the
work required, is a work in progress.
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In The Responsible Company: What We've Learned from Patagonia’s First 40

; § Years, authors Yvon Chouinard and Vincent Stanley outline the follow-
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1. Research. Look into both the issue and how that relates to your own
company. What are some of the best things your company does?
What areas need improvement? What are some of the worst things
your company does? What bothers you the most whenever you hear
about it? What problem do you think your company will be good at
taking on?

Act. Decide what to do. Name your priorities. Determine how much
time and money you will spend. Define success.

Tell stories. Share what you learn. Build on the trust you earn from
employees and customers and the confidence in what you accom-

. AN plish to ask what can I do next? Telling stories builds collaboration.

y \1‘ \g 77 | \ It inspires others to take steps they might not otherwise have the

0 : courage to take.
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Following this framework, we have structured this toolkit as follows:

Learn — Information to get you started and questions to apply to
your own company. We include videos and case studies, questions
for discussion, and resources for further exploration.

Dig Deeper — Additional resources to explore how other companies
and sectors have successfully approached a problem or question.*
Act— Action steps. Pick one that resonates with your needs and dive
in.

Tell Stories — While we don’t outline steps for sharing stories, see
Summer Singletary’s reflections on marketing with purpose.

* SHP has worked to find resources that address underlying issues that are relevant and useful now and in the
future. These links include our recommendations as of early 2023. If a link is broken, go to the organization’s
Echinacea Echinacea purpurea website and search its content directly. We encourage you to sign-up for the SHP newsletter where we share

Photo ©2023 Steven Foster Group the most up-to-date information.
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Biodiversity loss, the climate emergency, and social inequity
threaten the raw materials on which the natural products industry
depends. If there are no plants, or no people willing to work with
plants, there will be no industry or consumers to buy products.
Addressing these social and environmental issues is an essential
risk-management strategy as well as the ethical choice.

« Save Money — Based on research conducted in 2016 with 153 com-
panies across the globe each with revenue of at least $250 million,
Pure Strategies found that benefits from sustainability actions
reached several billion dollars. Survey respondents reported
benefits across three areas: greater productivity, reduced risk, and
enhanced growth (brand loyalty). See the research summary here.

« Brand Awareness — Companies in 1% for Planet report greater em-
ployee engagement, stronger sales, and growing brand awareness
due to their sustainability commitment and effective storytelling.*

« Employee satisfaction — The 2018 Global Talent Trends study by
Mercer found that employees are three times more likely to thrive
when working for a company with a strong sense of purpose.
Mercer’s 2021 Global Talent Trends Study shows that American
business leaders are extending success metrics beyond shareholder
return and placing individual and societal well-being at its core.

LEARN

*Kate Williams, Executive Director, 1% for Planet, personal communication, January, 2020.
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« Consumer demand — Studies indicate that purchase decisions are
moving toward what the Natural Marketing Institute (NMI) calls a
‘whole health’ perspective where individual health concerns merge
with planetary health concerns. The article, “Climate-Conscious
Consumers Prioritize Sustainable Herbal Products,” by Karen Rat-
erman in ABC’s peer-reviewed journal HerbalGram, highlights key
points from 2021 National Marketing Institute (NMI) and Hartman
Group surveys on consumer behavior and sustainability. Below are
some key takeaways:

o The 2021 NMlI report surveyed 3,000 US adults in October
2020. They found that 62% of surveyed consumers felt more
personally responsible for protecting the environment than
they have in the past. This is up from 49% in 2009, a growth
of 27%.

« Forty-five percent of surveyed consumers indicated greater
commitment to buying products from companies that fol-
low environmentally friendly and sustainable practices.

LEARN

o The NMlIreport found that 18- to 39-year-olds are signifi-
cantly more likely to make personal sacrifices than older
generations and the report found study showed increasing
concern about sustainable agriculture, particularly among
millennials.

« “Inaddition, there appears to be evidence that the COVID-19
pandemic may have ignited a stronger conviction towards
environmental protection and sustainable behaviors, as the
fragility and interconnectedness of the human and plane-
tary condition has been made more apparent than ever,” the
article notes.

« “While more consumers are taking responsibility... a signif-
icant number of the NMI respondents said they believe that
corporations, retailers, and the US government should be
leading the way with respect to protecting the environment,
but believe they are falling well short of that goal.”
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LEARN

Changing the system begins with seeing the system. How well do you
understand the current and future risks climate disruption, urban
migration, and loss of biodiversity to the global supply of medicinal
plants?

Here are some resources for understanding what is at stake if you
company does not take action:

o The 2022 IPCC Climate Change Report clearly spells out the risks of
inaction on the climate crisis.

 The 2019 U.N.s Intergovernmental Science-Policy Assessment on
Biodiversity and Ecosystem Services reports that species extinction

rates are accelerating and that the current global response is insuf-
ficient.

« Plants in Peril: Climate Crisis Threatens Medicinal and Aromatic
Plants, the November 2019 HerbalGram article, outlines the impacts
of these threats to medicinal plants.

How have those risks impacted your company?

« Shortages: What shortages have you faced? What are the immedi-
ate causes of those shortages? What are the underlying causes?

« Labor:Is urban migration impacting your ability to source specific
species? What conditions in sourcing communities underlie those
disruptions? What are the risks of urban migration for the contin-
ued growing, harvesting, and processing of raw materials for your
company?

« Risks of Political Instability: What are the risks of political insta-
bility due to increased migration from environmental disruptions,
including loss of topsoil, water scarcity, flooding, sea level rise, and
pandemics, among other factors?

Impact: How have those shortages impacted your company? What
are the costs of being out of stock, panic buying, shortages, loss of
customers and their loyalty,and more?
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From this information, develop the business case for your company to
engage. Investing in supply communities helps ensure the longterm
viability of your business.

Resources for Making a Business Case

o The World Business Council for Sustainable Development (WBCSD) pub-
lishes CEO Guides on environmental issues that impact business
and case studies on utilizing business to accelerate the transition
to a sustainable world. For example, the CEO Guide to the Circular
Bioeconomy presents a business case for establishing a circular
bioeconomy that addresses five environmental priorities: climate
change, biodiversity loss, land use change, food loss and waste, and
resource scarcity. The WBCSD website provides free resources and
Business for Nature is a global coalition that communicates the busi-
ness case for reversing nature loss and demonstrates the opportu-
nities created by addressing the nature crisis.

o “Business is ready to step up investment in nature,” a 2 %» minute vid-
eo by the World Business Council for Sustainable Development
(WBCSD), discusses why it is essential for businesses to address
environmental impacts.

LEARN

Resources for How Other Sectors Approach Sustainability

 Made for Change outlines VF Corporation’s Sustainability and Re-
sponsibility Strategy and includes traceability maps for key supplies.

« General Mills outlines how they address sustainability in specific
focus areas: climate change, ecosystems, food waste, regenerative
agriculture, and more. Additional resources on their approach
to being a responsible company are summarized in their Global
Responsibility Report.

« Walmart’s open source self-assessment tool is part of their Responsi-
ble Sourcing Program.

©2023 American Botanical Council
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LEARN

How can you build the urgency
needed into day-to-day
decision-making and actions?

Building sustainable and regenerative supply networks and companies re-
quires moving toward more holistic and humane metrics, putting growth
in the service of life.

To make meaningful change, senior management, founders, key personnel,
and board members must be willing to make decisions that impact the bot-
tom line, making choices for people and the planet, as well as profit. This
depends on strong leadership and a clear mission statement.

« Leadership in Mission-Driven Companies: Key takeaways from the SHP

Toolkit webinar “Creating a Culture of Sustainability and Regenera-
tion. In conversation with Sebastian Pole and Tal Johnson.”

« Building a Regenerative Culture at Pukka Herbs: Co-founder Sebastian
Pole outlines how Pukka developed and implemented their vision and

mission.

« Below are highlights from the webinar and case study. Read the case
study and watch the video clips for more details.

©2023 American Botanical Council

Value and Mission: Have a clear mission. Embed that mission in
the culture of the company. Include a diversity of employees in the
process.

Make the Vision Concrete: Outline how that vision translates into
day-to-day decisions (see below for suggestions).

Don’t Compromise: If you start to compromise on the values
which define your brand, you will start to lose your brand’s value.

Leadership: People are your business. Have a strong board. Invest
in good leadership. Create a mission council or advisory group of
experts. Pukka’s Mission Council includes experts in agriculture,
the environment, health, and regenerative farming.

Third-Party Certifications help ensure you are practicing what
you claim and challenge you to go further.

Have Fun and Celebrate!
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Define Your Mission
» Review your mission statement.

« Are there areas where you can be more specific or more
ambitious?

Make the Vision Concrete

Below are some questions to guide you as you make sure your
mission is embedded in your company’s day-to-day decision
making.

« How does this mission inform the goals of each department?

« How do you address climate change, social equity, biodiversity,
and regenerative practices in the goals of each department?

« Doesyour Human Resources Department have directives to
hire people committed to your mission?

« How does your mission guide the specifications used for
sourcing materials?

ks : _ N « Do you measure mid-to-long-term investments in building
] b B g _ ; : A secure and stable supply networks as investments for the
T e company and savings on the bottom line?

Reg. o, Kazrouons
0.81Ha

« What indicators are used in annual employee performance
evaluations for those responsible for procurement, sourcing,
and sustainability? Do these indicators measure how economic,
environmental, and social conditions are improving in
sourcing communities? Do they reward employees for these
impacts?

Transplanting Fair for Life certified tulsi in South India.
Photo ©2023 Ann Armbrecht
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Create an infographic for a finished product you produce.
» What percentage of money goes to raw material?
« What percentage goes to certified and uncertified raw materials?

« How much goes to transportation, manufacturing, packaging,
energy, marketing, etc.? Don’t worry about being completely
accurate; just do this to get a general picture.

Reflect and Discuss:

« How does the flow of money compare with your mission and the
stated values of your company?

« Where are the greatest discrepancies?

« Whatis one action you can take to address one or more of these

discrepancies?
% Transportation / % Sustainability
% Manufacturing \ % Raw Material
. /
- % Energy ____ % Packaging

% Other — % Marketing

% Profit Marginx % Training
% Research & )
Development e % RHuman
esources
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ship in the industry to have a greater impact?
Below are resources for collaborating on an
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What can you do on an industry-
rewarded?

©2023 American Botanical Council

pressed in day-to

Photo ©2023 Steven Foster Group

Saw Palmetto Serenoa repens




The leadership training programs listed below go beyond traditional
management models. Each offers free tools, resources, and online
training to provide leadership skills to meet the unique challenges
of our time. Here are several of our favorites:

« Presencing Institute (renamed to u-school for Transformation),
founded by Otto Scharmer, offers online courses (free and paid)
and resources on the internal and external changes needed for
awareness-based systems change. The Sustainable Herbs Program
is hosting the SHP Learning Lab for SHP Underwriters that
utilizes the tools from the Presencing Institute. The SHP Blog Post,

Changing the System Begins with Listening, describes this process.

« Inner Development Goals: Transformational Skills for
Sustainable Development. Inner Development Goals (IDGs)
is a nonprofit organization that conducts research and collects
and communicates science-based skills and qualities to live
purposeful, sustainable, and productive lives. The current IDGs
framework represents 5 categories and 23 skills and qualities
which are especially crucial for leaders who address Sustainable

Development Goals.
« Regenerative Business Leadership. How to Build a Conscious

RARAR

Company from a Living Systems Perspective by Carol Sanford

A< I outlines one company’s journey to becoming a conscious company
from a living systems perspective. For more information on Carol

Sanford’s books and other offerings see Carol Sanford Institute.

+ Co-Creative: Collaborative Innovation for Shared Prosperity and
Sustainability - Resources and training programs in collaborating

to address complex problems.

©2023 American Botanical Council




SECTION 5

Tools

There are several tools available for making the transition to
sustainable and regenerative practices. We outline three below. Pick
the ones relevant to your needs and dive in.

1. True Cost Accounting

True Cost Accounting

Actions taken without questioning the fundamental question of
growth will have little impact in addressing the roots of the problems
we now face.

As author and systems thinker Donella Meadows asked in her 1988
essay, “Have We Finally Come to the Limits of Growth?” we need to ask hard
questions about growth, such as: “Growth of what? For whom? For
how long? At what cost? Paid by whom? Paid when?”

True Cost Accounting is a tool that asks and begins to answer these
questions. It calculates the typical financial values as well as the hidden
costs of production—water pollution, greenhouse gas emissions, soil
erosion, biodiversity impacts, health costs—that are often off-loaded
into the future.

These impacts represent the true costs of a product, which are
rarely reflected in the actual price.

True cost accounting assumes these externalities should be addressed

at the beginning of the chain, not at the end, and in the present, not
the future.

Passionflower (Passiflora incarnata ) harvesting.
Photo ©2023 Steven Foster Group
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SECTION 5

TO O l S o True Cost Accounting: The Real Cost of Cheap Food — A two-minute video
explaining true cost accounting and why it is important.

1. True Cost Accountin g Resources o This video produced by International Panel of Experts on Sustainable
Food Systems (IPES-Food) shows the true cost of cheap food, issues
thatapply to cheap botanicals as well.

o True Cost of Food: Measuring What Matters to Transform the U.S. Food Sys-
tem — a 2021 report by The Rockefeller Foundation on the costs of the
US food system to our health, environment, and society. The website
includes additional resources for taking action.

o The Sustainable Food Trust — A UK-based organization focused on sus-
tainable food and health has compiled a wealth of resources on the
true cost of food such as research reports, films and podcasts, and
summaries of panel discussions among leaders in this movement.

o Soil and More — A consulting company using true cost accounting to
help create resilient food and agricultural supply networks.

o TEEBAgFood (the Economics of Ecosystems and Biodiversity or Agri-
culture and Food) —commissioned a series of exploratory studies to
measure the full range of impacts and externalities to identify “full
cost pricing” of food. The report, Measuring what matters in agriculture
and food systems, synthesizes many of the studies by TEEBAgFood and
is a good place to begin.

LEARN

o “True” Costs for Food System Reform: An Overview of True Cost Accounting
Literature and Initiatives published by the John Hopkins Center for
a Livable Future in January 2020 provides an overview of True Cost
Accounting publications.

16
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SECTION 5

Tools

2. Creating Shared Value

Creating ‘Shared Value’ or ‘profit-driven social impact” is based on the
recognition that a company’s financial success and its social progress
are interdependent. Rather than an add-on, creating shared value is
considered to be a core business strategy.

« Consulting firm FSG’s two-minute video provides a clear
introduction to shared value. This link also takes you to a one-hour
webinar providing more in-depth information on applying this
concept in business, including case studies.

o The Building Blocks of Creating Shared Value outlines FSG’s 10 ‘building
blocks’ for success fully creating shared value.

o Measuring Shared Value provides a framework to measure the
connection between social and business results, which is key to the
success of a shared value approach.

ACT

o Take the Shared Value Readiness Assessment — This assessment
includes 8 questions about company mission, leadership,
organizational structures, incentives, and company culture.

« Take the next steps based on your responses in the assessment.

Processing center in Poland.
Photo ©2023 Ann Armbrecht

©2023 American Botanical Council

17



SECTION 5

Tools

3. B-Co rp Assessment The B Corp model is based on shifting from being a company that is an-
swerable to its shareholders to one that is responsible for its stakehold-
ers, beginning with the environment.

Becoming a B Corp requires significant investment. Below is some infor-
mation to help get started on the journey.

o The B Corp assessment tool is a good place to begin measuring where
your company stands in terms of social and environmental re-
sponsibility. In partnership with the UN Global Impact, B Lab has
launched the Sustainable Development Goals Action Manager to allow
companies to combine the B Corp self-assessment with measuring
progress toward achieving Sustainable Development Goals. You do
not have to be a B Corp to use the SDG Action Manager.

« In this SHP webinar video clip on The Benefits of Certification,
Banyan Botanicals, CEO, Kevin Casey discusses how working with
B Corps (and Fair for Life) have helped them set goals, be account-
able, and make progress.

o The SHP case study with Banyan Botanicals outlines what it takes to
become certified B Corp, the challenges, and the benefits.

LEARN

“The process of [becoming a certified B Corp| helped us get our values off
our dream list and into a place where we could manifest them.”

- Kevin Casey, CEO, Banyan Botanicals

Sustainable Herbs Program N TOOLKIT Version 2 - 2023 18
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SECTION 5

Key Take-aways from Banyan’s Journey:

Tools

3. B Corp Case Study,
Banyan Botanicals o Start with the Quick Impact Assessment to get your feet wet.

o Itisessential to have buy-in and support from the CEO, CFO, and
leadership team on the value of B Corp Certification.

« Once ready to dive into the full Impact Assessment, start with the
workers section, as B Lab recommends.

« Give each internal department champion (such as an HR Manager
and Supply Chain/Purchasing Manager) a tour of the online assess-
ment to give them a birds-eye view, generate excitement, and get
buy-in before starting the assessment and assigning questions.

o Brief the entire company that the assessment is coming, and that it
will involve work and commitment.

« Have one person at the company complete the assessment. Export
the questions into a shared Smart Sheet or Google sheet so that
each stakeholder can answer their specific questions.

« Ifyou can hire a consultant, it may save you time and money.

LEARN

Banyan Botanicals celebrating their B Corp journey.
Photo ©2023 Banyan Botanicals
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SECTION 5

Tools

3. B Corp Assessment
Additional Resources

§ TOOLKIT Version 2 - 2023

DIG DEEPER

Committed to Higher Standards: Natural Products Companies Turn to
B Corp Certification, by Karen Raterman, published in HerbalGram
120:32-37; 2018, provides a thorough introduction and overview
of B Corps in the Natural Products Industry.

B Corp Resources— Webinar, reports, and case studies to guide
companies through the B Corp assessment process, answer
questions, and more.

ACT

The B Corp quick impact assessment is a great tool to see where you
stand even if you aren’t ready to become a certified B Corp. The
tool will show you what you are doing well and where you need
to do more work.

The Pending B Corp status gives start-ups and smaller companies
time to prepare for the rigorous process of full B Corp
Certification. This link has more information.

SHARE

Whichever tool you choose, share your story. What did this tool
allow you to see that you hadn’t previously sees? What did it
allow you to understand? What is one action step are you taking
because of using the tool?

20



Once a company has a clear mission statement and a commitment from
leadership, the next step is to determine how well you understand the
supply chains—or value networks—on which your business depends.

Securing a long-term supply of high-quality botanicals depends on in-
vesting in the communities which grow, harvest, and process botanicals.
This begins with knowing where your herbs come from.

Pillars of responsible sourcing:

Using the term value rather than supply

1. Wild Harvesting/Biodiversity

focuses attention on sourcing botanicals as a 2. Healthy Soils/Ecosystems

way to create value in communities, not just 3. Socialand Economic Equity

source raw materials. And the term network Every step in sourcing herbs creates value and impact. Responsible
rather than chain better expresses the multi- sourcing increases positive impacts, helping protect and enhance the

] ) ) ] ] resilience of ecosystems and support producer communities.
variant non-linear connections involved in

sourcing herbs. The goal then is to strengthen
these networks and relationships and thus the
resilience of the overall supply.

Passionflower (Passiflora incarnata) harvesting.
Photo ©2023 Steven Foster Group
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