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What is an E P&L?

 Intention: complement the company’s financial Profit & Loss 
account with monetarised external benefits/costs of the life cycle of 
the company’s product portfolio.
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Life cycle costs: 
- compensation 
of employees

- taxes
- profit

Externalities
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Missing compensation / 
compensation paid by others

Value of externalities = loss of productivity + loss of welfare
Wellbeing cannot exceed loss of productivity because of budget constraint (on average)



What is an E P&L?

 Similarity with LCA: E P&L same as organizational LCA (e.g. GHG protocol, 
the Commission, UNEP/SETAC) with monetarisation as weighting.

 Functional unit: Product portfolio: upstream, direct and downstream.
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http://lca-net.com/blog/disentangling-epl-natural-capital-accounting/

By-product: BeefBy-products: Oil meals etc.

Other

By-products: whey, former foodstuff By-products: Recovered materials

Dairy Retail User

Crops

Food industry

Milk farms

Waste treatment
- recycling

- incineration

- landfill

&
Waste water 

treatment

By-products: Electricity and heat

Functional unit = Arla Foods’ 
product portfolio 2014



About Arla

 One of the Worlds largest dairy companies

 Revenue: 10.8 billion       (~4% of Danish GDP)

 Production: 9 million tonne dairy products (62% fresh, 14% whey, 
8% cheese, 17% other)
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12 countries
75 production sites
Headoffice in Denmark



Data overview

 Foreground data:

– Arla data: physical + economic data

– National milk baselines: DE, DK, SE, UK

 Background data: Process LCA + IO (own studies, ecoinvent, FORWAST)
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National milk baselines Arla data Background
Foreground



Metods
- Overview

 Life cycle assessment (LCA): ISO 14040/44

 Two approaches: Consequential incl. iLUC + Attributional

 Results in physical units:

– GHG emissions

– Biodiversity

– Eutrophication

– Resources etc.

 Results in monetarised units:

– Stepwise

– Danish guidelines

– Trucost
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Methods
- Consequential incl. iLUC + Attributional
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MarketDemand for product A

Supplier 1

Supplier 2

Supplier 3

Supplier 4

Supplier 5

Supplier 6

How to link

1) Suppliers: unconstrained versus average 2) By-products: substitution versus allocation

CLCA: Only unconstrained
ALCA: Average of all

CLCA: Substitution
ALCA: Allocation

Allocated



Methods
- Consequential incl. iLUC + Attributional
 Why two methods?

 Consequential

– Follows ISO14044

– Scientific approach: Cause-
effect based and preservation
of properties

 Attributional

– Follows IDF guideline

– Normative approach: non-real 
processes, constrained 
processes are included, and 
mass balances are not 
respected
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Monetarisation
- 3 methods

 Why 3 methods? Large differences and uncertainties

 The used methods

9Stepwise: ~1000 more

http://lca-net.com/services-and-solutions/impact-
assessment-option-full-monetarisation/

http://lca-net.com/services-and-solutions/impact-assessment-option-full-monetarisation/


Results
- From data and model in Excel to SimaPro
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Results: GHG emissions
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Waste treatment
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Consequential
GHG emissions 20.2 million tonne CO2-equivalents
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Results
- Monetarised
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Unit: million 

1,840

5,850

10,600 million 2014

Arla Foods revenue

2014



Conclusions and next steps
 Complete study: Everything about Arla is in the model…

 E P&L = Full impact  good tool for prioritising

– All footprints gathered in one!

– Indicator (externalities/revenue) good for benchmarking

– So far so good:

 Outlook

– New standards for Sustainability reporting

– Benchmarking companies, sectors, countries…

– Update of Stepwise: http://lca-net.com/clubs/monetarisation/

– Include social impacts: http://lca-net.com/clubs/social-lca/ 13

Calculate the 
impacts

Identify the 
hotspots

Investigate 
improvement 

options

Prioritise 
improvement 

options

http://lca-net.com/clubs/monetarisation/
http://lca-net.com/clubs/social-lca/

