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The business case for strong chemical
management is clear: it can help companies
by enhancing safety, reducing risks, improving
compliance, and bolstering brand reputation,
ultimately leading to cost savings and improved
financial performance. As a result, it is imperative
for investors to understand how companies
are mitigating and managing these risks and
capitalizing on potential opportunities.

The recommendations in this document, along with a list of resources and
best practices, are designed to help retail and consumer goods companies
address long-term business risks, meet growing demand for safer ingredients,
and future-proof supply chains.

This document was produced with input from asset managers and other
investor groups participating in the Investor Environmental Health Network
(IEHN) Retail and Consumer Goods Working Group. IEHN is a program of Clean
Production Action (CPA), a US-based 501(c)(3) nonprofit organization.
IEHN and CPA seek to promote safer chemical alternatives and reduce the
use of toxic chemicals through robust market competition. Our analysis
and other activities are subject to all relevant laws, including competition
and antitrust laws, which prohibit agreements and concerted practices that
have the object or effect of preventing, restricting, or distorting competition.
Also, the views and analysis presented in this document do not necessarily
represent the positions or perspectives of every member of IEHN. Investors’
endorsement of these best practices is separate and apart from their
independent determinations regarding any company’s elections, and should
not be understood to imply support or opposition to any directors.

Furthermore, companies considering these best practice guidelines are
expected to undertake their own legal and fiduciary due diligence. This
includes modifying their approach to safer chemical management where legal
or fiduciary obligations necessitate otherwise, including where fiduciary or
competition law analysis precludes adoption.
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Rationale for Action

A recent study found that chemical pollution has crossed a “planetary
boundary,” meaning human-induced changes have pushed the Earth’s
systems outside safe limits, and recommends a hazard-based reduction
approach to chemical management.! Additionally, concern around the
impacts of plastics, pesticides, and harmful chemicals (such as PFAS)
on human health and the environment is growing. Consumers are increasingly
seeking out ingredient transparency and assurance of safe chemical use.
For example, the Retail Compliance Center finds, “A growing segment
of consumers are demanding that suppliers move beyond compliance
and ensure that chemicals in products are not just compliant with existing
requirements but are ‘free’ of chemicals of concern.”

At the same time, regulations related to chemicals and plastics are shifting
regionally and nationally, as well as at the international level via the UN Global
Framework on Chemicals and the Global Biodiversity Framework. According
to UBS, the total market capitalization of all companies that will be impacted
by PFAS regulation alone is $30 trillion.? Further, litigation is also increasing.
Media reports indicate PFAS lawsuits may eclipse the $200 billion paid by the
Big Tobacco Settlement.*

As risks increase, so do new market-based opportunities for growth,
competitive advantage, profitability, and higher returns on investment.
Capital is being leveraged by businesses well-positioned to capture this
shift in momentum towards safer chemistries and sustainable solutions.
For example, according to analysis from Goldman Sachs on the impact
of the EU Sustainable Finance Disclosure Regulation (SFDR), article 8
and 9 equity funds with higher sustainability ratings have received 3.4
times more cumulative inflows than article 6 funds, which have the lowest
sustainability rating.®

1 Linn Persson et al. “Outside the Safe Operating Space of the Planetary Boundary for Novel Entities,”
Environmental Science & Technology, Vol 56/Issue 3, January 18,2022, available at: https:/pubs.acs.org/
doi/101021/acs.est1c04158.

2 https:/rilastagemedia.blob.corewindows.net/rila-web/rilaweb/media/media/pdfs/fact-sheet-state-regulations
-chemicals-in-consumer-products_1.pdf?ext=.pdf

3  https:/www.ubs.com/global/en/investment-bank/insights-and-data/2023/forever-chemicals.ntml

4 https:/time.com/6292482/legal-liability-pfas-chemicals-lawsuit/

5 https:/www.goldmansachs.com/pdfs/insights/pages/gs-research/sfdr-two-years-on-trends-and-anatomy-of-
article-8-and-9-funds-in-2023/report.pdf
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Finally, in light of these risks and opportunities, investor disclosure expectations
are also increasing. Specifically, chemical hazard data is deemed material to
investors in the Sustainability Accounting Standards Board (SASB) for retail
and consumer goods. Strong chemical management offers a compelling
business case by enhancing safety, reducing risks, improving compliance,
and bolstering brand reputation, ultimately leading to cost savings and
improved financial performance.

The recommendations here are informed by industry research and best
practice, and are specifically designed to address long-term business risks
and future-proof value chains.

Best Practice Recommendations for Consumer-Facing Brands

Summary

1. Conduct a full chemical hazard inventory
Starting with high priority products, categories, or aspects of the supply
chain, assess chemical ingredients, rate them by hazard, and disclose
their chemical footprint.

2. Adopt a comprehensive chemical management plan and validate its efficacy
Establish a hazard-based plan—with appropriate oversight and
accountability, and covering operations and supply chains—that evaluates
risks, prioritizes safer chemical alternatives, and ensures continuous
evaluation for efficacy.

3. Incentivize safer chemistry solutions when legally feasible
Invest in independently verified safer chemistry solutions for products
and production, thereby reducing the use of chemicals of concern that
pose the greatest business risk and adding value to the brand.

Recommendations
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Milestones and Metrics to Measure Progress

1. Conduct a full chemical hazard inventory

Evaluate the full ingredient inventory for chemicals used in the value
chain, including products (chemical composition of portfolio), supply
chain, and production (if applicable).

Conduct chemical hazard assessments for product inputs and
process chemicals.

Use a reputable assessor that can screen based on environmental
and human health impacts.

Quantify the number of chemicals that have sufficient data and, when
there is insufficient data, conduct hazard assessments to fill in gaps.

Rate chemicals based on their hazard profiles to assess whether they
pose low, moderate, or high risk, or if more information is necessary.

Starting with high priority products, categories, or aspects of the
supply chain, measure and disclose the company’s chemical footprint,
i.e. its dependency on chemicals of concern, including persistent,
bioaccumulative, and toxic chemicals (PBTs), carcinogenic,
mutagenic, and reprotoxic chemicals (CMRs), and endocrine
disruptors, using authoritative lists and hazard-based assessment
and benchmarking tools.

Disclose revenue dependency on ingredients and/or chemicals
of concern.

2. Adopt a comprehensive chemical management plan and validate its efficacy

Develop a public-facing hazard-based safer chemicals policy,
fully integrated into operations with adequate resources and robust
accountability, that includes:

+ A clear commitment to a proactive hazard-based approach to
chemical management.

» Time-bound goals to phase out chemicals of concern that pose
the greatest potential harm to human and environmental health.

« Chemical safety certifications used to eliminate chemicals
of concern.

Progress
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» ARestricted Substances List (RSL) and Manufacturing Restricted
Substances List (MRSL) that define chemicals banned from
intentional use in products or processes, establish protocols
to test and verify for compliance, and require chemical hazard
assessments for all ingredients (including trade name ingredients)
and raw materials sourced from recycled content.

* A commitment to using safer alternatives when cost-effective,
technically viable options exist.

* QGuidance on how the company will transition to safer, less
hazardous ingredients through R&D programs, procurement,
and supply chain management.

» Chemical safety verifications to ensure the use of ingredients
that meet procurement and supply chain management
specifications.

» Supply chain policies that ensure full ingredient and/or chemical
ingredient disclosure.

Validate results through independent assessments to verify the
effectiveness of the program.

Report (in a standalone document or integrated into existing
reporting) annually on relevant policies.

3. Incentivize safer chemistry solutions when legally feasible

Invest in R&D programs to advance safer, more sustainable
chemistry solutions.

Participate in industry collaborations to lower the costs of scaling
safer chemical innovations in supply chains.

Incentivize supply chain partners to use and develop safer alternatives.

Disclose revenue dependency on safer, sustainable chemistries
(percentage of products certified or independently verified for
“safer” chemical use).
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Let’s make a difference, together

For more information about safer chemical management
for consumer-facing brands:

IEHN
iehn.org



http://iehn.org

