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Foreword

Olivia Frandsen and Saraly Andrade de S4, Department of Food and Resource Economics (IFRO), University
of Copenhagen, have authored this report commissioned by the Danish Veterinary and Food Administration
as part of IFRO’s agreement concerning research-based public sector consultancy with the Ministry of Food,
Agriculture and Fisheries of Denmark and the Ministry of Environment of Denmark.

The report aims to provide an overview of existing — or proposed — criteria and initiatives for ensuring that
the agricultural and food sectors do no harm to the environment and climate. It includes both public and
private initiatives and regulations. In particular, the report provides background information to support
further discussions within relevant public authorities on the potential implementation of relevant initiatives
or criteria targeting companies in the food sector.

The report is based on a literature review, and the information used for the analysis is drawn from various
sources, including academic articles and grey literature. Grey literature encompasses publications not issued
through traditional academic channels or peer-reviewed journals, such as reports, policy analyses,
consultation documents, guidelines, regulations or directives and working papers. An overview of the
literature identified as relevant can be found in the report’s appendix.

Various terminologies can describe criteria for ensuring no harm to the climate or environment. Examples
include terms such as “Do No Significant Harm” (DNSH), “do no harm”, “adverse impact” or “no-go”. The
literature review identified several EU regulations that define and incorporate the concept of DNSH, including
the Taxonomy Regulation. References to the concept of ensuring no harm are limited within academic
literature. A few examples are found in the reviewed grey literature. For instance, a Science Based Targets
initiative (SBTi) report refers to “safeguarding principles” that aim to ensure that companies’ activities do not
result in adverse social or environmental impacts. Additionally, another SBTi report highlights the importance
of avoiding strategies that rely on unsustainable levels of land use conversion, particularly when such
practices compromise emissions reduction efforts. It is important to note that this review does not represent
an exhaustive study of the available literature. It provides examples of relevant frameworks from private

companies, certification schemes and other initiatives.

A draft of the report was submitted to the Danish Veterinary and Food Administration for comments, and
these have been provided in a separate template. Aske Skovmand Bosselmann, IFRO, University of
Copenhagen, has conducted internal quality assurance and review. Responsibility for the content of this
publication lies solely with the authors.
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1. Introduction

The agricultural sector is indispensable in terms of supporting the global population by producing food, fibre
and raw materials. At the same time, agriculture is the world’s largest industry, employing over 1 billion
individuals and generating an economic value of more than USD 1.3 trillion in food annually. However,
agricultural production also imposes substantial environmental and climate-related harm at both the local
and global scales, such as greenhouse gas (GHG) emissions, water resource depletion and pollution,
biodiversity loss, soil degradation and energy consumption (Kaleem Ullah & Shabir, 2023). Addressing these
challenges requires a shift towards sustainable agricultural production to meet increasing food demands
while minimising ecological impacts. Therefore, it is becoming increasingly important to ensure compliance
with green requirements in connection with the assessment of the sustainability performance of companies’
production and services, including agricultural production (Ldmfalusi et al., 2024). In this context, several
initiatives have been implemented to promote sustainability in the agricultural sector. These include EU-level
programs and directives, national legislation and private voluntary efforts. A common feature of these
initiatives is that they set standards for the agricultural sector, which, if respected or complied with, aim to
decrease its negative environmental impact.

This report provides an overview of literature relevant to companies in the agricultural sector that aim to
reduce their negative externalities. It will focus on 1) EU principles and regulations, such as the “Do not
Significant Harm” (DNSH) principle in the EU taxonomy, and 2) certification schemes. National legislation is
not considered.

The report is organised as follows: Section 2 outlines the methodology used for the desk study, including the
approach taken to identify and review relevant studies. Section 3 summarises the findings related to EU
legislation, and section 4 focuses on the findings regarding private labels and certification schemes. Section
5 provides an overview of the potential economic impacts of setting more stringent environmental criteria
for a given sector.

2. Literature review method

We conducted a literature review to map existing knowledge on using sustainability criteria in the food
sector. We used Google, Google Scholar and Web of Science to do our searches and included both academic
articles and grey literature. Grey literature covers publications not published through traditional academic
channels or peer-reviewed journals, for example:

e Reports

e Policy analyses

e Consultation documents
e Guidelines

e Regulations and directives
e Working papers

All searches on Google Scholar and Web of Science were conducted in English. On Google, searches were
performed in both Danish and English. The same keywords were used across all three platforms. We also
limited the search to publications from 2019 and onward due to the introduction of the European Green Deal



in 2020. This marked the beginning of increased attention to DNSH concerning environmental and climate
issues.

The search process was structured in three steps to ensure a systematic literature review. The first step
involved broad searches for general terms such as "Do No Significant Harm” and “no-go” to capture relevant
sources. More targeted searches were conducted in the second step, focusing on specific topics such as
"DNSH criteria in the Taxonomy Regulation". This approach was taken because the first step of the search
process revealed that most relevant studies and sources on DNSH rely on the definition established in the EU
Taxonomy Regulation. The third step involved a focused assessment of food companies in Denmark and
relevant certification schemes within the EU to determine whether these entities have developed their own
DNSH criteria as part of their sustainability activities or ESG strategies. The flowchart in Figure 2.1 provides
an overview of the search process and relevant literature found.

Step 1. Broad search Step 2. More specific search Step 3. Companies & organisations

European Securities and Markets Agency
(2023). DNSH definitions and criteria across Taxonomy Regulation Certification schemes
the EU Sustainable Finance regulations

European Commission (2023). Integration of
enwronmentél dimensions |n.puEblI\c finances Sustainable Finance Disclosure Regulation Danish Crown (2‘()24?.‘Annual Report
- Implementing the ‘Do No Significant Harm' 2023/24. Sustainability statement
(DNSH) principle in public funding
programmes

Arla (2023). Annual report 2023.

Benchmark Regulation o
Sustainability statements

Several consultants, e.g. Avichem

Corporate
Sustainability Reporting Directive &
European Sustainability
Reporting Standards

Science-Based Targets

Figure 2.1. Overview of search process and relevant literature found

Step 1 involved conducting broad searches for the following terms — "Do No Significant Harm", "no-go" or
"minimum criteria" — across all three platforms. These searches yielded relevant literature on DNSH
exclusively from Google, while no relevant material on "no-go" or "minimum criteria" was identified. No
relevant literature was found via Google Scholar or Web of Science. Further, identified literature on DNSH
mostly consisted of consultation documents and was based on the definition provided in the EU Taxonomy
Regulation. One report from the European Securities and Markets Authority, ESMA (the EU’s regulatory and
supervisory authority for financial markets), was identified (European Securities and Markets Authority,
2023). This report defined DNSH and outlined criteria across the EU’s Sustainable Finance regulations. The
report outlines three regulations: the Taxonomy Regulation, the Sustainable Finance Disclosure Regulation
and the Benchmark Regulation.



In step 2, searches were refined based on the results of step 1. This allowed for more focused research on
specific regulations. Only Google gave results consisting of regulation texts that provided insights into how
DNSH is incorporated into legislation. Additionally, the EU Taxonomy Regulation outlines six environmental
objectives, requiring that an economic activity must not cause significant harm to any of them (European
Parliament & Council, 2020). The focus of searches in step 2 was narrowed further down to specific
environmental objectives, such as "DNSH criteria for biodiversity and ecosystems". However, this did not give
any relevant results.

We conducted additional targeted searches using terms such as "DNSH criteria in the food sector" and
"taxonomy food industry”. This search yielded a single scientific article from Google Scholar entitled
Evaluation of Sustainability Reporting of the Food Industry in Hungary from an EU Taxonomy Perspective
(Ldmfalusi et al., 2024). However, this article exclusively addresses the DNSH criteria defined by the EU
Taxonomy Regulation and has therefore not been elaborated further upon in this report.

In step 3, the final step, we searched the websites of several certification schemes that establish
requirements for food production to ensure compliance with comprehensive environmental and
sustainability criteria. This included certifications such as the organic label, the Nordic Swan Ecolabel and
animal welfare guidelines. Our objective was to determine whether these schemes explicitly reference the
DNSH principle or employ alternative terminology to convey the same concept. Furthermore, we searched
the websites of Danish food companies using certification schemes to determine whether they have
developed their own DNSH criteria within their sustainability reporting or frameworks. We focused on
materials from Danish Crown and Arla. We selected these two companies due to their 1) significant market
presence and 2) central role in the Danish food sector. Since both companies rely on Science-Based Targets
(SBTs) to fulfil and document their climate-related objectives, we extended our searches to SBT-related
websites and documents. The aim was to investigate whether and how the SBT framework addresses the
principle of DNSH. We found that it does not address DNSH. However, regarding biodiversity, the term
"nature-positive" is mentioned as a substitute for “no harm”. While “nature-positive” and “no harm” are
similar terms, they are not identical as “nature-positive” accounts for net rather than gross losses or harm.
Do the DNSH principle and “no-go” always refer to gross effects or also net effects (opening up for e.g.
credits)?

3. EU legislation and principles

3.1. An overview of relevant EU legislation

The European Union launched the European Green Deal in 2020 (European Council, 2025). This deal is an
overarching framework for the green transition of the EU member states' economies. The main goal is to
reduce the region’s GHG emissions by at least 50 percent by 2030 compared to 1990. In the long run, the EU
aims to achieve climate neutrality by 2050 (Maples Group et al., 2021). The European Union’s Farm to Fork
Strategy (European Commission, n.d.) was also launched in 2020 as part of the European Green Deal. This
strategy outlines a vision for a more sustainable, fair and resilient European food system. Its main objective
is to promote environmental, economic and social sustainability in agriculture, food production and
consumption. Although the Farm to Fork Strategy is not legally binding, it serves as a framework for new or
existing EU legislation (Bolduc, 2023). A central component of the European Union Green Deal and Farm to
Fork Strategy (European Council, 2025; European Commission, n.d.) is the DNSH principle, used to assess
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whether an economic activity, such as a company's activity, a specific production process or a given
investment, causes significant harm to the environment or climate. Different terminologies and frameworks
related to this principle can be found across EU legislation and other initiatives, such as certification schemes
and companies’ strategies.

3.2. The role of “Do No Significant Harm” (DNSH) in EU legislation

The DNSH principle is a key component of certain EU regulations, embedded across multiple legislative
frameworks, especially the ones focusing on Sustainable Finance. This is because Sustainable Finance — i.e.
the idea of making capital relatively more expensive for activities considered “brown”* — is one of the main
policy instruments under the European Green Deal, along with CO; taxes, tradeable permits (EU ETS) and the
Carbon Border Adjustment Mechanism (CBAM) (European Council, 2025).

The DNSH principle was first explicitly and formally mentioned in EU legislation in the EU Taxonomy
Regulation (2020/852) (European Parliament & Council, 2020). However, its conceptual foundations can be
traced to earlier EU directives and policies emphasising environmental sustainability and preventing
significant harm.?

Our desk study reveals that the following regulatory instruments explicitly reference DNSH: the Benchmark
Regulation (BR), the Sustainable Finance Disclosure Regulation (SFDR), the Taxonomy Regulation (TR) and
the Corporate Sustainability Reporting Directive (CSRD). All these regulations incorporate DNSH as a principle
to ensure that investments or activities classified as sustainable do not cause significant harm to
environmental or social objectives. However, the specific interpretation and application of DNSH varies
across these frameworks. This section will give a brief outline of the content of the various regulations and
how they address DNSH. Note that the section will not offer an exhaustive description of the regulations.

3.2.1. The Taxonomy Regulation

The Taxonomy Regulation 2020/852 (European Parliament & Council, 2020) was introduced in 2020 and is a
cornerstone of the EU’s strategy to promote sustainable investments. It mandates specific disclosure
requirements for large public interest companies® and financial market participants (i.e. banks, insurance
companies and investment firms) under the Non-Financial Reporting Directive (NFRD). The regulation

1 “Brown” — as opposed to “green” — refers to activities or sectors that are responsible for negative environmental
externalities (e.g. significant greenhouse gases or other pollutants emissions, habitat destruction and water
contamination).

2 While the terminology “Do No Significant Harm” was first codified in the Taxonomy Regulation, the DNSH principle
aligns with earlier EU policies and legal instruments:

e The Environmental Impact Assessment (EIA) Directive (Directive 2011/92/EU): This directive introduced
obligations to assess the environmental impacts of certain projects, ensuring that they do not cause undue
harm.

e The Strategic Environmental Assessment (SEA) Directive (Directive 2001/42/EC): Mandated that plans and
programs are evaluated for significant environmental effects, reflecting the DNSH concept.

3 National or EU-level regulations define public interest companies. In the EU, they are mentioned explicitly in directives
like the Non-Financial Reporting Directive (NFRD) and the Corporate Sustainability Reporting Directive (CSRD). In
general, these companies have significant societal importance due to their size, number of employees, market impact
or public relevance. They are typically subject to additional regulatory instruments and reporting obligations in order to
enhance transparency and accountability.
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provides a unified classification system for determining whether economic activities are environmentally
sustainable. As such, it aims to enhance transparency, prevent greenwashing and direct capital towards
activities contributing to the EU’s climate and environmental goals.

The Taxonomy Regulation sets out a list of economic activities with performance criteria for their
contribution to six environmental objectives, namely:

e (Climate change mitigation

e Climate change adaptation

e Sustainable use and protection of water and marine resources
e Transition to a circular economy

e Pollution prevention, control and protection

e Restoration of biodiversity and ecosystems

For an activity to qualify as “environmentally sustainable”, it must contribute substantially to one of the six
environmental objectives while also complying with each of the following criteria:

e DNSH: The activity does not significantly harm any of the other environmental objectives.

e Technical screening criteria: The activity must comply with technical screening criteria for each
relevant environmental objective.

e Minimum social and governance safeguards: The activity must comply with the Taxonomy
Regulation's minimum social and governance criteria.

To ensure that the Taxonomy Regulation complies with the DNSH principle, the EU Commission introduced
technical screening criteria. These criteria support the achievement of one of the six environmental
objectives while ensuring no significant harm to the remaining five. Currently, the Taxonomy Regulation
provides technical screening criteria for only two environmental objectives — namely climate change
mitigation and climate change adaptation — as applicable to six sectors: construction, energy, forestry,
telecommunications, transport and the production of energy-intensive products.

For the time being, there are no criteria for industries like the food industry and agriculture. However, the
Taxonomy Regulation is designed to evolve, incorporating new activities and refining criteria through
updates. Delegated acts are reviewed every three years, with further expansions expected to include
additional sectors and economic activities (Bolduc, 2023; European Securities and Markets Authority, 2023;
Maples Group et al., 2021).

3.2.2. The Sustainable Finance Disclosure Regulation

The Sustainable Finance Disclosure Regulation (SFDR) 2019/2088 (European Parliament & Council, 2019) was
introduced in 2019 and aimed to establish a harmonised framework for assessing and communicating
sustainability within the financial sector. This facilitates informed decision-making for investors regarding
sustainable investments. In the SFDR, DNSH is a criterion for classifying investments as sustainable. Hence,
to qualify, an investment must:

1. Positively contribute to an environmental or social objective.
2. Not cause significant harm to other sustainability objectives, whether environmentally or socially.



DNSH requires assessments of potential harm in areas such as:

e Climate change mitigation and adaptation,
e Protection of water and marine resources,
e Biodiversity preservation,

e Pollution prevention and

e Social considerations.

3.2.3. The Benchmark Regulation

The Benchmark Regulation 2016/1011 (European Parliament & Council, 2016) was introduced in 2016 and
updated in 2019. This regulation governs the use, provision and administration of benchmarks in financial
instruments and contracts as well as in the measurement of investment fund performance. Its primary
objective is to ensure that benchmarks are reliable, robust and free from conflicts of interest.

While DNSH is not a central concept in this regulation, it was incorporated as part of the amendments made
to the latter in 2019 through EU Regulation 2019/2089, which introduced the framework for Climate
Transition Benchmarks (CTBs) and Paris-Aligned Benchmarks (PABs) (European Parliament & Council, 2019).
Specifically, the Benchmark regulation requires that companies included in the abovementioned benchmarks
have measurable carbon emission reduction targets with specific deadlines consistent with the Paris
Agreement's objectives. At the same time, benchmark administrators must ensure that the underlying
investments do not significantly harm other sustainability objectives. They must disclose how DNSH has been
assessed and applied with regard to their sustainability benchmarks.

The regulation focuses on DNSH primarily in the context of climate change mitigation and adaptation and
only provides general DNSH requirements. For more detailed criteria or thresholds for DNSH assessments, it
refers to the EU Taxonomy Regulation.

3.2.4. The Corporate Sustainability Reporting Directive and the European Sustainability Reporting
Standards

The Corporate Sustainability Reporting Directive (CSRD) 2022/2464 (European Parliament & Council, 2022)
is the newest addition to the EU’s Sustainable Finance Disclosure Regulation. It introduces requirements for
corporate sustainability reporting and aims to ensure greater transparency and comparability in companies’
reporting on environmental, social and governance (ESG) aspects. These reporting requirements cover the
entire corporate value chain. CSRD came into force in January 2023 and has been applied during 2024,
depending on the size and type of company. A set of reporting standards supports CSRD, namely the
European Sustainability Reporting Standards (ESRS) 2023/2772 (European Commission, 2023). ESRS specifies
12 standards covering 3 sustainability dimensions — environment and climate (E), social issues (S) and
governance (G) — as well as general requirements and disclosures.



The E category includes five standards mirroring the six environmental objectives of the EU Taxonomy:*

e E1: Climate change

e E2:Pollution

e E3: Water and marine resources

e E4: Biodiversity and ecosystems

e E5: Resource use and circular economy

For each standard, companies are required to report on their measures and outcomes to prevent, mitigate
or remediate current or potential negative impacts. Companies are not obliged to disclose information on all
standards or aspects but must report on significant sustainability issues based on the principle of double
materiality. This principle states that companies must disclose whether a sustainability issue is material based
on its impact, significance and financial relevance.

DNSH is mentioned in the regulation across all five standards under E in the ESRS and aligns with the principle
outlined in the Taxonomy Regulation. More specifically, companies must assess whether their activities
comply with DNSH criteria when relevant. While DNSH disclosures are flexible, they are crucial for companies
aiming to align with the EU’s sustainability goals, especially in the context of climate change mitigation and
adaptation.

4. Certification schemes and other private initiatives

4.1. Theory of voluntary efforts and information-based instruments

Traditional views of regulation are primarily based on command-and-control instruments, where regulators
impose certain standards or technologies and control for implementation. A fine often follows non-
compliance with regulation. Examples of such policies include, among others, technological standards,
qguotas and input bans. These policy instruments constituted most of environmental regulation up until the
1980s.

Market-based incentives have been widely introduced into the policy mix since the 1980s. The basic
mechanism behind these policy instruments is to align private and social interests by penalising activities that
impose negative externalities (such as pollution or habitat degradation) or rewarding environmentally or
climate-friendly activities. Classic examples of such instruments include taxes, subsidies and tradeable
permits or quotas.

More recently, information-based mechanisms that influence firms, consumers and stakeholders to take
proactive measures to protect the environment have emerged alongside market-based instruments.
Certification schemes broadly fall into this category: Firms/producers use ecolabels to inform consumers of
the higher quality of their goods (Teisl & Roe, 1998). In exchange for this higher (environmental) quality,
consumers are expected to pay a markup, compensating producers for their increased production costs.

4 Note that while the ESRS environmental standards broadly mirror the six objectives of the EU Taxonomy Regulation,
the sixth objective, "Transition to a circular economy", is included under E5, “Resource use and circular economy”. This
inclusion is a simplification for reporting purposes, but the same conceptual coverage is retained.
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More precisely, whenever consumers are imperfectly informed about the environmental impact of their
purchases, they cannot internalise hard-to-estimate environmental externalities. Environmental attributes
cannot be checked before the purchase, nor can they be determined through the experience of consuming
a good (Ford et al., 1988), which corresponds to credence characteristics. A situation without credible signals
entails a market failure, leading to the absence of high-quality products (Akerlof, 1970). Ecolabels inform
consumers and thus help them to internalise environmental characteristics and purchase high-quality
products.

The growing market for green products is leading to an increase in the number and diversity of ecolabels. For
example, the Ecolabel Index lists 456 ecolabels currently implemented in 199 countries and 25 industry
sectors (Ecolabel Index, n.d.).

An interesting aspect of certification schemes is that they tend to be voluntary, i.e. producers can freely
decide whether to participate. The fact that many choose to do so, as illustrated by the upward trend in the
number of implemented labels mentioned above, indicates a willingness to take voluntary actions. These
actions are defined as efforts that producers make that go beyond what the legislation imposes.

The economic literature identifies two main reasons for private firms’ uptake of voluntary actions or self-
regulation (Lyon and Maxwell (2008) provide a review of these explanations). Firstly, firms engage in
voluntary (environmental) activities for market-driven purposes: to extract the consumer surplus of green
consumers, incentivise workers and managers and attract investors. The starting point for this research
stream is that in the real world, specific economic agents — such as consumers, workers and shareholders —
may have personal preferences for contributing to social or environmental causes and may choose to reward
environmentally friendly companies. Against this background, the purpose of voluntary commitments is to
signal firms’ environmental performance.

A second reason is linked to the political sphere: Firms anticipate that voluntary commitments can preempt
or shape future public policies. More precisely, the premise is that improving environmental performance is
costly. Consequently, self-regulation emerges only when it is less costly than the public policies that the firms
would face without voluntary commitments. Hence, self-regulation using certification schemes that integrate
DNSH should be anticipated in the coming years, once DNSH is more widely perceived as an integral part of
sustainable agricultural and food production.

4.2. Examples of certification schemes for the food sector in Denmark

Several certification schemes in Denmark uphold the food sector’s commitment to quality, sustainability and
ethical standards. Among the most prominent is gkologimaerket (@-maerket), the public Danish organic label
that ensures compliance with strict organic farming requirements, including environmental sustainability,
animal welfare and food quality. Similarly, the Nordic Swan Ecolabel (Svanemarket) is widely recognised
across the Nordic countries for certifying products that meet comprehensive environmental and
sustainability criteria (Nordic Council of Ministers, 2014; Danish Veterinary and Food Administration, n.d.b).

These certification schemes set rigorous product- and process-based standards, ensuring that food
production aligns with sustainability principles while minimising environmental and social harm. For example,
@-maerket guarantees that organic products are cultivated using methods that protect ecosystems and
promote animal welfare, reinforcing a broader commitment to responsible and ethical food production
(Nordic Council of Ministers, 2014; Danish Veterinary and Food Administration, n.d.b).
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Moreover, private animal welfare labels are increasingly used to certify that animal-based products are
produced under high welfare standards, reflecting a growing consumer demand for ethically sourced food
(Danish Veterinary and Food Administration, n.d.a; Danish Agriculture & Food Council, 2023). Major Danish
retail chains, such as those under Coop Denmark or the Salling Group, often establish their own animal
welfare guidelines. These private standards frequently exceed legal requirements by ensuring improved
living conditions for animals, such as access to outdoor space, enhanced feeding regimes and reduced stress
factors. Although these labels may not always have distinct names, they serve as quality indicators for
consumers seeking ethically produced meat, dairy and eggs (Danish Agriculture & Food Council, 2023).

Collectively, these certification schemes enable Danish food producers to differentiate their products in the
market, strengthen consumer trust and contribute to broader environmental and social responsibility
objectives. They function as key instruments for promoting transparency, fostering sustainable production
methods and enhancing the competitiveness of Danish food products both domestically and internationally.

No direct mention of the DNSH principle has been identified within the examined certification schemes.
However, both the DNSH principle and these certification schemes aim to advance sustainable practices by
mitigating or preventing harmful impacts. Despite this common objective, the certification schemes operate
in distinct contexts and encompass different scopes.

In the context of Sustainable Finance, especially within the EU Taxonomy Regulation, the DNSH principle
requires that when an activity contributes positively to one environmental objective (e.g. climate change
mitigation), it does not cause significant harm to any other environmental or social objective. This approach
is designed to maintain a balance among various sustainability goals, ensuring that progress in one area does
not inadvertently undermine another. While the DNSH principle is primarily applied within financial and
investment frameworks to ensure that sustainable investments do not undermine other sustainability
objectives, the certification schemes examined in this report operate with similar concepts at the production
level.

Both frameworks emphasise harm reduction: DNSH by setting overarching sustainability thresholds and
certification schemes by defining concrete, actionable criteria for sustainable production. In this way, they
complement one another: Certification schemes establish specific standards for producers, while the DNSH
principle guides investors and policymakers in supporting activities that adhere to comprehensive
sustainability criteria.

In addition to these national and regional labels, internationally recognised certifications play a crucial role
in the Danish food sector as they set specific guidelines and requirements for food production, covering
aspects such as environmental sustainability, biodiversity protection and animal welfare. For instance, many
companies choose to obtain Fairtrade certification to demonstrate their commitment to environmental
sustainability, fair labour conditions, equitable trading relationships and social responsibility throughout their
supply chain (Fairtrade, 2023). Besides Fairtrade, numerous other international certification schemes set
specific guidelines and requirements for food production. Given the relevance of these international
standards, further examination of their criteria and how they align with DNSH would be valuable. However,
due to time constraints, this report does not include an in-depth analysis of these international certifications,
leaving room for potential future research on their role.
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4.3. Science-Based Targets (SBTs)

SBTs are widely recognised across European industries as a consistent framework for corporate climate
action. The Science Based Targets initiative (SBTi) is focused on cutting GHG emissions. Many Danish
companies are adopting SBT initiatives to reduce their GHG emissions in line with the Paris Agreement
(Science Based Targets Network, 2024). SBTi uses scientific methodologies to quantify how much and how
quickly companies must act to reduce emissions across their value chain to align with the Paris Agreement’s
goal of limiting global warming to 1.5 °C above pre-industrial levels (Science Based Targets initiative, n.d.). In
parallel, the Science Based Targets Network (SBTN) is being developed as a complementary initiative. While
SBTi focuses on climate, SBTN aims to help companies address their broader environmental impacts,
including on biodiversity, land use, freshwater and oceans. SBTN builds upon its initial methods released in
2023, with further guidance expected by 2025, enabling companies to take a more holistic approach to
sustainability. The overall target for SBTN is for the companies to respect planetary boundaries, addressing
critical areas such as biodiversity, water and land use (Science Based Targets Network, 2024). SBTi and SBTN
support businesses in setting SBTs contributing to sustainable development and environmental protection.
Rather than prescribing fixed goals, these initiatives provide frameworks that allow companies to develop
customised objectives, provided they meet specific criteria. Each company assesses its industry-specific,
operational and geographic context to determine appropriate goals and methods for mapping, reducing and
monitoring its environmental impacts. Once targets are defined, the company must undergo rigorous review
to ensure alignment with scientific criteria. Only targets meeting these standards receive official approval as
“science-based”.

Our desk research showed that SBTi does not directly mention DNSH. SBTi is, however, regularly updated to
incorporate new scientific insights and comply with evolving EU regulations (Science Based Targets initiative,
n.d.). As mentioned on the SBTi website, SBTs provide resilience against regulation (Science Based Targets
initiative, n.d.). As regulatory attention to DNSH increases, SBTi and SBTN will likely integrate DNSH
considerations more explicitly. In addition to SBTs, other frameworks provide guidance and structure for
companies operating in the agriculture and forestry sectors to integrate environmental and climate-related
objectives into their decision-making processes. Examples of such frameworks include the Taskforce on
Nature-related Financial Disclosures (TNFD) (Taskforce on Nature-related Financial Disclosures, n.d.), the
Accountability Framework Initiative (AFi) (Accountability Framework Initiative, n.d.) and the International
Union for Conservation of Nature (IUCN) (International Union for Conservation of Nature, n.d.). These
frameworks aim to promote sustainable practices and responsible resource management by establishing
standards and methodologies that companies can utilise to minimise their negative impact on natural
ecosystems. Due to time constraints, this report does not analyse how these frameworks align with criteria
for avoiding harm to the environment or climate, as outlined in the DNSH principle. However, it can be
assumed that, like SBTs, these frameworks are likely aligned with applicable legislation and policy guidelines
within their respective domains. As DNSH criteria gain greater prominence, they are anticipated to be
increasingly integrated into existing certification systems and other frameworks.

Even though the literature regarding SBTs does not explicitly reference the DNSH principle, the core
objectives within the SBT framework align closely with the DNSH sustainability goals, particularly in terms of
avoiding activities that may harm the environment or climate. Moreover, some of the targets and concepts
outlined within the SBT framework implicitly reflect the principles underpinning DNSH, albeit articulated
using different terminology. Some examples of this are discussed in the sections below.
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4.3.1. The concept of Beyond Value Chain Mitigation (BVCM)

SBTi introduces the concept of Beyond Value Chain Mitigation (BVCM), which encourages companies to take
responsibility for their direct emissions and those across their entire value chain. The BVCM framework aims
to extend a company’s efforts beyond its immediate emissions footprint to contribute to societal net-zero
goals (Benson et al., 2024).

SBTi outlines a four-step process for designing and implementing a BVCM strategy:

1. Setand work towards a net-zero target: Establish science-based emissions reduction targets.
Establish a BVCM pledge: Commit publicly to BVCM efforts.
Take action to deliver BVCM: Define and implement activities aligned with quality standards and
guardrails.

4. Report BVCM activities and outcomes: Provide transparent disclosures on actions taken and their
impact.

Under step 3 (see Benson et al., 2024, section 3.1, Define Quality Standards and Guardrails for BVCM
Activities and Investments), companies are, among other criteria, required to establish, commit to and
disclose “safeguarding principles”. These principles ensure that companies' BVCM activities do not result in
adverse social or environmental impacts. To support this, SBTi suggests various tools to uphold the principles
(Benson et al., 2024). Table 4.1 provides an overview of the key aspects that companies must address to
avoid adverse impact and uphold SBTi’s concept of safeguarding principles (left column) as well as the
recommended tools for this (right column).

Table 4.1. Overview of key aspects that companies must address to ensure no adverse impact and
uphold SBTi’s concept of safeguarding principles as well as recommended tools for this

Companies should ensure that their activities do not harm: Tools to ensure no adverse impact

e Human rights
e Core labour rights
e Access and equity

e Marginalised and vulnerable groups * Risk categorisation

e Gender equity e Environmental and social

e Women's empowerment impact assessments

e Indigenous peoples e Management or action plans
e Involuntary resettlement e Stakeholder consultations

e Protection of natural habitats e Grievance and redress

e Conservation of biological diversity mechanisms

e Climate change e Monitoring and verification
e Pollution prevention e Transparency requirements

e Resource efficiency e Project exclusion lists

e Public health
e Physical and cultural heritage
e Land and soil conversion

Source: Benson et al. (2024).

DNSH is not explicitly referenced. However, the safeguarding principles are well-defined as a concept and
require that corporate activities do not negatively impact the 16 key aspects featured in Table 4.1. Among
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these, six directly address environmental and climate-related dimensions. SBTi’s concept of safeguarding
principles strongly aligns with the essence and objectives of the DNSH framework, emphasising the
prevention of significant harm to environmental and climatic systems. This alighment highlights the
integration of sustainability into corporate practices, ensuring that environmental and climate objectives are
upheld and not compromised by other business activities.

4.3.2. Foundations for science-based net-zero target setting

In 2020, SBTi published the paper Foundations for Science-Based Net-Zero Target Setting in the Corporate
Sector (Pineda et al., 2020). The paper provides a conceptual foundation for setting and assessing corporate
net-zero targets based on robust methodologies and principles. It was published to inform how the global
economy can reach a state of net-zero emissions within the biophysical limits of the planet and in line with
societal climate and sustainability goals. The paper emphasises that it is important to understand the
synergies and tradeoffs between different climate change mitigation pathways and sustainable
development, and it should guide climate action. The example given concerns CO, removal. CO; removal
plays an important role in most pathways that limit warming to 1.5 °C. However, CO; removal involves higher
risks than reducing GHG emissions for several reasons, including environmental tradeoffs. Terrestrial carbon
sequestration can significantly contribute to climate mitigation, and its large-scale deployment also has the
potential to trigger excessive levels of land conversion, thereby resulting in adverse environmental impacts.
These negative impacts may include desertification, land degradation, loss of natural ecosystems, loss of
biodiversity and pollution. To minimise these tradeoffs and maximise synergies with the broader sustainable
development agenda, it is important to avoid the widespread adoption of net-zero strategies that rely on
unsustainable levels of land use conversion at the expense of emissions abatement. It is also critical to ensure
that the deployment of nature-based climate solutions follows a mitigation hierarchy and robust
sustainability principles, including, among others, the incorporation of diverse native species or the
protection of biodiverse ecosystems (Pineda et al., 2020).

As was the case in the previous section, Pineda et al. (2020) do not mention the DNSH principle. However,
using alternative terminology, the paper emphasises the importance of companies understanding the
synergies and tradeoffs associated with carbon removal activities and, as far as possible, avoiding strategies
that depend on unsustainable levels of land use conversion at the expense of emissions reduction efforts.
Thus, the paper’s alignment with DNSH is evident in its focus on ensuring that climate mitigation efforts do
not entail negative tradeoffs with other environmental priorities, including the Sustainable Development
Goals (SDGs) . In addition, the paper suggests that if nature-based climate solutions are implemented and
lead to tradeoffs, these should be addressed by applying the mitigation hierarchy and robust sustainability
principles to minimise the tradeoffs as much as possible.

4.3.3. Science Based Targets Network: nature-positive

The concept behind the Science Based Targets Network (SBTN) is to encourage companies to implement
mitigation actions aimed at halting and reversing biodiversity loss, ultimately achieving "nature-positive"
outcomes. These nature-positive outcomes represent a system-level transformation, a long-term goal (to be
achieved by 2050) achieved through immediate, ambitious actions undertaken by a diverse range of societal
stakeholders (Science Based Targets Network, 2024).

“Nature-positive” is a term broadly used across literature (DeClerck et al., 2023). Still, SBTN specifically
defines it as follows: “A nature-positive outcome entails no net loss of nature from 2020, achieving a net
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positive state by 2030, and a full recovery of nature by 2050.” (Science Based Targets Network, 2021) To
reach a nature-positive state, SBTN encourages companies to adopt a holistic perspective on biodiversity
loss, envisioning an ideal future by maximising their contributions to nature's benefit while minimising harm
(Science Based Targets Network, 2021). Companies are advised to follow a structured framework that
includes the following elements (Science Based Targets Network, 2021):

e Avoid and reduce pressures like the conversion of forests into farmland and wetlands into urban
jungles, the emission of greenhouse gases, the extraction of resources at rates beyond nature’s ability
to replenish and recover as well as the pollution of waterways and oceans.

e All actors must contribute toward the regeneration of natural capital stocks and restoration of
ecosystems.

e Consider nature’s needs and how the area is affected (both positively and negatively) and then
contribute more positively within ecosystems, value chains and communities of practice.

e Think about and judge the actions taken at a scale that goes beyond the individual actor: Progress
should not be judged only by a company’s ability to manage its impact but also by the health of the
ecosystems in which its operations are embedded.

The framework urges companies to take action to achieve a sustainable balance between economic activities
and environmental restoration. The first step in this process is the principle of "avoid and reduce pressures".
This element aligns closely with the DNSH principle as both frameworks aim to prevent substantial harm to
environmental systems. Both emphasise the importance of measures to avoid adverse impacts on
ecosystems, resources and the climate. Examples of how to minimise environmental impacts are provided in
connection with the avoid and reduce pressures principle. However, SBTN’s guidelines do not constitute
explicit criteria but are general recommendations to guide sustainable practices.

4.4. Private companies’ frameworks

In addition to the EU- (or public authority-) defined criteria for sustainable food production, in the last two
decades, the private sector has also developed certification schemes that rely on producers respecting
specific criteria in order to get a label.

Indeed, consumer-oriented policy is increasingly seen as a key lever (Moran et al., 2018) of a sustainable food
system, with diet change and food waste reduction at the forefront (Bonnet et al., 2020; Rogissart et al.,
2019). Environmentally friendly production practices could provide an equally promising way forward if they
can be communicated clearly to consumers and inform their choice (Poore & Nemecek, 2018; Smith et al.,
2019). This is precisely the role of certified food (e.g. Hindsley et al., 2020; Vlaeminck et al., 2014).

We reviewed the ESG reporting and sustainability strategies of selected food companies to examine the
extent to which they mention the DNSH principle or equivalent phrases. Specifically, we reviewed materials
from Danish Crown and Arla. These companies were chosen based on their market positions as central actors
within the Danish food sector. Danish Crown represents Denmark's largest food company within the
slaughterhouse sector, primarily focusing on producing and selling pork and beef. Arla is an international
cooperative dairy company headquartered in Denmark specialising in dairy products.

Arla and Danish Crown release annual reports with the most recent reports from 2023 and 2023/24,
respectively (Danish Crown, 2024; Arla, 2023). The content of the two reports is mainly similar. They both
feature a sustainability statement(s) section that outlines the respective companies' efforts in key
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environmental areas, such as climate change mitigation, biodiversity preservation, resource efficiency and
circular economic practices. Within this section, the companies discuss various incentives that they provide
to reduce environmental and climate impacts. However, terms such as DNSH or equivalent phrases were not
directly identified in neither the reports nor on Arla’s or Danish Crown’s official websites.

Some of the key initiatives highlighted in the reports’ sustainability statement(s) section include the
following:

e Arla’s Sustainability Incentive Model: Arla has developed a framework, the “Sustainability Incentive
Model”, designed to encourage farmers to adopt sustainable practices, particularly in areas related
to climate change mitigation and biodiversity enhancement. The model operates through a point-
based system, whereby farmers earn points for implementing specific sustainability measures, such
as reducing GHG emissions, enhancing biodiversity and optimising resource use. These points directly
influence the financial compensation that farmers receive for their milk. While the model does not
explicitly state an objective to avoid harm to the environment or climate, its overarching aim is to
minimise adverse environmental impacts and support the transition towards more climate-friendly
dairy production through targeted incentives that reduce the sector's overall environmental footprint.

e Incorporation of CSRD and ESRS criteria: Arla and Danish Crown have incorporated criteria from the
CSRD and its associated ESRS. As discussed in section 3.2.4, the ESRS integrates the DNSH principle
through references to the EU Taxonomy Regulation. However, the ESRS employs the term “may”
when addressing DNSH, indicating that compliance with this principle is not yet mandatory for
reporting entities. Arla does not explicitly mention alignment with the DNSH principle, while Danish
Crown states that there is no requirement to report on the EU Taxonomy Regulation until the 2025/26
reporting period. Additionally, technical screening criteria for the eligibility and alignment of activities
within the food sector have yet to be adopted.

e Carbon reduction ambitions by adopting SBTs: Arla and Danish Crown aim to reduce carbon emissions
across their entire value chain by 2050. This commitment is supported by adopting SBTs, which
provide a structured approach for achieving emissions reductions aligned with global climate goals.
As mentioned in section 4.3, SBTi does not mention DNSH in its frameworks or initiatives. Instead,
other terminology is used. Further details on this commitment are elaborated in section 4.3.

This report’s findings regarding Danish Crown and Arla are exclusively based on their latest reports from 2023
and 2023/24. A key distinction between ESG objectives and the DNSH principle is that ESG focuses on
improving corporate sustainability practices across environmental, social and governance dimensions by
reducing negative impacts and enhancing positive contributions. In contrast, DNSH ensures that while an
activity contributes to one sustainability objective, it does not cause significant harm to others. While DNSH
does not require zero impact, it mandates that any adverse effects remain below a defined threshold for
harm, an element that is not present in ESG reporting.

A more in-depth analysis would require interviews with company representatives. Such interviews could
provide a deeper understanding of their work and focus on their frameworks and strategies. This would offer
a more nuanced perspective on the companies’ approach to key elements such as knowledge, priorities,
focus areas and engagement with sustainability work as well as how and to what extent they incorporate
principles like DNSH or the EU Taxonomy Regulation into their strategic plans.
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5. Potential economic impacts of implementing the DNSH
principle

As mentioned above, the DNSH principle aims to curb greenwashing and ensure that companies follow
environmentally responsible practices across various sectors. In the following, we briefly discuss some
potential economic consequences of increasing the standards that companies should follow.

1. Increased compliance costs for businesses

e Direct costs: Businesses are expected to incur higher expenses in order to meet new requirements,
including investments in third-party certifications, transparent reporting mechanisms and audits to
validate their environmental claims.

e Administrative overheads: Additional resources and personnel might be required to manage
compliance, adding to overhead expenses.

o Risk of fines: Non-compliance can sometimes result in significant penalties. For example, the EU
Green Claims Directive proposes fines of up to 4 per cent of a company's annual turnover in the
member states, emphasising the importance of allocating resources to legal and compliance
departments (Schwarze & Schneider, 2024).

2. Greater market demand for verification and certification services

e With a mandate for verifiable environmental claims, the demand for third-party auditors and
certifiers can be expected to rise. This could drive up the costs of certifications as demand grows,
particularly affecting smaller businesses that may need financial support to be able to afford such
services.

3. Impact on small and medium enterprises (SMEs)

e Costly transition: SMEs, which typically operate with tighter margins, may struggle with the costs
of aligning their practices with DNSH requirements. They may face higher per unit compliance costs
than larger corporations.

e Potential for market exit: The compliance burden could push some SMEs out of the market if they
cannot afford the necessary adjustments or certifications. This could lead to industry consolidation,
where larger firms benefit from increased market share.

4. Shift in consumer behaviour and preferences

e Positive impact on sustainable products: Clear guidelines and transparency may help consumers
feel more confident in products’ environmental claims. This could boost demand for genuinely
sustainable products and services, creating a competitive advantage for eco-friendly businesses.

5. Boost to green investments, innovation and circular economy practices

e Greeninnovation: To comply with DNSH, companies may need to adopt new technologies, improve
supply chain practices and pursue more sustainable resource use. This could spur innovations in
green technology, supply chain management and sustainable product development.

e Investment in ESG and sustainable bonds: The increased focus on verifiable environmental
practices may boost investments in ESG funds and green bonds. This could give companies access
to capital earmarked for sustainable projects, although they must meet more stringent reporting
standards.
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e Circular economy: Companies will be incentivised to adopt circular economy practices, like
recycling, refurbishing and using recyclable materials, to meet DNSH and green claim requirements.
This could stimulate the circular economy sectors, leading to job creation in areas like recycling and
remanufacturing, although it may also require upfront investment in new infrastructure and
technologies.

6. Risk of market competition shifts

e Market entrants and exits: Firms that can successfully integrate sustainable practices may enjoy an
increased consumer loyalty and market share, while companies that struggle with compliance may
lose their market position or face exit pressures.

e Competitive advantage: Businesses with solid sustainability credentials might gain a competitive
edge by leveraging their compliant status to attract environmentally conscious consumers and
investment.

7. Potential inflationary pressures in certain sectors

e Cost of goods: Sectors reliant on raw materials with high environmental footprints (e.g. chemicals,
textiles and food production) might experience price increases as they shift to more sustainable
inputs and processes.

e Price adjustments: Consumers may face higher prices for certain goods as companies pass on
compliance costs. However, if green technology and sourcing methods scale effectively, more
sustainably sourced products could benefit from lower costs over time.

8. Long-term resilience and cost efficiency

e Resilience to environmental regulation: Companies that make the transition may develop better
resilience to future regulatory changes as other regions may follow suit in implementing similar
sustainability laws.

e Cost savings over time: Firms that reduce energy usage, minimise waste and adopt sustainable
practices may enjoy long-term cost savings despite the initial compliance costs, potentially
improving their financial performance over time.

6. Conclusion

The literature review identified several EU regulations, including the Taxonomy Regulation, that define and
integrate DNSH within their frameworks. However, direct references to DNSH or similar principles within
academic literature are limited. The available literature, primarily comprising consultation documents and
academic articles related to DNSH criteria in the food sector, predominantly focuses on proposals for
screening criteria used to implement the EU Taxonomy Regulation.

Similar terminology with meanings akin to DNSH, such as SBTs, was also identified in grey literature. The
assessed Danish food companies adopt SBTs, which incorporate alternative terminology reflecting similar
principles while not explicitly addressing the DNSH principle. Notably, the SBTi defines specific criteria under
the concept of safeguarding principles, and the SBTN introduces the concept of avoid and reduce pressures.
These align closely with the principles of the EU Taxonomy Regulation’s DNSH framework.

Proposals for operationalising the DNSH principle are often rooted in practical applications and politically
driven reports rather than independent academic research. This reflects the limited academic exploration of
the subject and underscores the predominance of knowledge derived from practice-oriented and policy-
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related sources. Further, it can be concluded that “no harm” principles or other adverse impact criteria are
not yet widely adopted among Danish companies, private initiatives or other frameworks. A review of
corporate reports reveals that references are most frequently made to ESG frameworks in the context of
environmental and climate-related issues and impacts. However, these ESG initiatives appear to primary
focus on the actions that companies are taking — or can take — to implement positive environmental and
climate measures. Less focus is placed on what companies should avoid doing to prevent exacerbating
existing challenges. Furthermore, many ESG reports currently emphasise meeting the requirements of the
CSRD, while the EU Taxonomy Regulation receives comparatively less attention. This is noteworthy because
the Taxonomy Regulation explicitly highlights the principle of DNSH as a core requirement.

Finally, it should be noted that although there is currently limited research on this topic, DNSH criteria are
expected to gradually gain broader adoption and become a more integrated concept in regulations. As this
development unfolds, it is anticipated that the criteria will also be incorporated into certification schemes
and other frameworks in order to ensure compliance with applicable standards and requirements.

An overview of the identified literature is provided in the appendix. It is important to note that this literature
review does not claim to be exhaustive. Instead, it highlights relevant examples from private companies,
certification schemes and other initiatives. A more comprehensive literature review or interviews with
companies, with additional time and resources, could identify further sources and approaches addressing
"no harm" in the context of climate and environmental impacts.
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