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Cash : a Roadmap to Sustainability

In partnership with

CASH & PAYMENT
NEWS
CURRENCY
NEWS

A ROADMAP TO SUSTAINABILITY

’---_---’

---—-I

https://estore.reconnais
sance.net/cn-cash-
roadmap-sustainability/
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Cash & Payments Sustainability Forum™

cashandpaymentsustainabilityforum.com
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Repurposing unfit cotton banknotes

A Guide to Repurposing Unfit
Shredded Paper Banknotes

https://cashandpaymentsustainabilityforum.com/wp-
content/uploads/2022/11/Re-purposing-banknotes.pdf
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Today’s talk
Cash: s

1. What and how to measure
environmental impacts

The power of procurement

Improving the cash cycle

Re-purposing unfit
banknotes
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Greenwashing

The Economist special report on ESG, 23 July 2022

ESG has had a ‘negligible impact on carbon emissions’

6 ©2023 Reconnaissance International

GASH & PAYMENT ...
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New Reporton
The Importance of
Cash in a Crisis

Professors Gerhard Ros| and Franz
Seitz have written a paper in which
they compare the handling of the 1929
depression, the 2008/9 recession,
India’s demonetisation exercise and
Greece's experience in their sovereign
debt crisis and financial challenges
starting 2009 until today!. While the
study is primarily about the provision
of liquidity into the financial system, it
also provides useful insights into the
role and importance of cash.

“The stock of money in an economy is
made up for public money, cash and
reserves, and private money, commercial
bank money. Over the last few years
there has been a focus on the effect of
restricting cash use, how cash creates
abottom limit on negative interest rates,

the cash paradox when there are fewer
cash transactions but rising levels of cash
in circulation.

Sadl, the range of crises to study is long
~ the 2008/9 global financial crisis, India’s
demonetisation, the coup in Myanmar, the
pandemic, and a series of wars in Iraq,
Syria, Afghanistan and Ukraine.

Al of these discussions come back to

the role of money, whioh is ultimately
underpinned by faith in the stable
monetary value of whatever is being used
as money. While commercial bank money
has been increasing rapidly, so has cash.
Inmost developed countries, apart from
Sweden, cash increased at a faster rate
than GDP between 1991 and 2021

Cash usage is often attributed to the

wish of people to avoid paying tax and

for criminal activity. The data from 2020
during the pandemic questions this
assumption. Cash increased but criminal
activity sharply decreased. Additionaly,
the growth in high denomination
banknotes in circulation rose more and
faster than low denomination banknotes in
major currency areas.

Continued on page 4>

1 Onthe st rle o cash o socees ertard i, Franz ek st foronetary and

Financial Stability. Working Paper series 167 (2022)

cashpaymentnews.com

ESG: In Need
of a Clean Up

The Economist magazine issued a
special report on Environment, Society
and Governance (ESG) in its 23 July 2022
edition. It describes ESG as having had a
‘negligible impact on carbon emissions’.
Social issues, such as workplace
diversity, are hard to measure and in
terms of govemance ‘the ESG industry
does a lousy job of holding itseif to
account, let alone the companies it is
supposed to be stewarding.’
‘The article, though, argues for reform,
starting with the measurements used. Six
ESG ratings agencies, for example, use
709 different metrios across 64 categories.
Ten of those 64 appeared in every ratings
agency categories. Green house gas (GHG)
emissions weren't in all of them.
ESG partly measures and discloses things
that firms, and their customers, tum a biind
eye to - their impact on the atmosphere,
oceans, air, water and biodiversity. ESG
is a way of assessing the regulatory
or reputational risks that come from
‘negative externaities”. To be useful, the
ssurements need to be standardised
and trustworthy. While measuring scope
one (direct emissions of the organisation)
and scope two (eg. bought in electricity)
is relatively straightforward, an index
provider, MSCI, is quoted as saying that
less than 40% of almost 10,000 firms in
its world index reported scope one and
two emissions.
Scope three emissions, those of third-party
suppliers, is complex and hard. Less than
aquarter of organisations in MSCI's index
measure scope three emissions. The quality
of what is reported is poor.

Continued on page 2>



Greenwashing: ESG

Th Cha]l ng fG nwashm

McKinsey have written about whether companies -
really care about ESG. Four objections to ESG.

perant

uuuuu

®* ESG is not desirable, because it is a distraction.

®* ESG is not feasible because it is intrinsically too
difficult.

®* ESG is not measurable, at least to any
practicable degree.

rd mehocoges o vse

®* Even when ESG can be measured, there is no
meaningful relationship with financial
performance
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Greenwashing: renewable energy

Problem 1 - Additionality:

* Would the renewable energy/project exist anyway (in the absence of the company action/buying
the REC)?

* Independent empirical studies show no or very limited additionality
Problem 2 — Accuracy of GHG disclosures:

® Companies can report ‘0’ emissions from electricity consumption... BUT is this an accurate
reflection of their emissions?

* They still consume power from the gird (contribute to aggregate demand) — and cause
emissions

* They haven’t caused any increase in renewable generation

* Distraction effect: ‘Our scope 2 emissions are zero...so we don’t need to do anything else to
reduce them’

Companies can report they have met their emission
reduction targets (including SBTs) without reducing
emissions to the atmosphere

Centre for
Business,

8 ©2023 Reconnaissance International C“mate. Cha. r)ge
& Sustainability



1. What & how to measure

®* What can you control?
*Your own staff and buildings

*Suppliers

*Cash cycle

*End of life of the banknote
* Goals

°E, Sand G?

* UNSDGs?



What & how to measure

®* What actually matters?
*LCAs etc.

*Focus

®* Methodologies
*CDP

*SBTI
* Additionality



2. The power of procurement: JET 2021

® Certificate or contract as evidence of how much of their
electricity was supplied from renewable sources for the
production of the order.

® Greenhouse gas protocol used to measure the CO2
emissions for scope 1, 2 and 3 emissions.

® Sustainable cotton

ko, oo | zow | 2018 | 2019 |
organtc T S 0%
Together >2

>10% 0%

Fairtrade >5% >5%
>5%

BCI - - 0 to 80%

Total sustaina [l
% % %

® Point system used for scoring

11 ©2023 Reconnaissance International



The power of procurement: JET: Scoring system

12

Carbon footprint supplied but there no estimation of the carbon footprint
calculation, one point.

Substantiated estimation of the scope 1 and 2 carbon footprint for the Euro
banknotes to be delivered, two points.

Footprint of the paper was also included along with the print calculation, three
points.

Print, paper and a substantiated estimation of the full upstream scope 3 carbon
footprint (activity prior to production such as material acquisition and pre-
processing) relating to the supply of the order, four points.

©2023 Reconnaissance International



The power of procurement: JET

Challenges
® How to compare calculations to assess the different suppliers?
® How to measure items such as waste and water?

® What weighting to give to sustainability compared with pricing and other
criteria?

13 ©2023 Reconnaissance International



3. Improving the cash cycle

Big areas to focus on
* Renewable energy

* Fewer miles
* Fewer notes
* Co-operation
* Plastics
*Data

14 ©2023 Reconnaissance International



Improving the cash cycle

What?
- Note relief schemes (wholesale, retail)

- Recirculation
- Utility models

How?
- Regulations
- Guidance

- Groups

15 ©2023 Reconnaissance International



4. Repurposing unfit banknotes

Repurposing or
recycling
(see note below)

Composting and anaerobic digestion

Waste to energy by incineration

Burning

Landfill and dumping

Repurposing webinars: 5 & 26 April (free access)

16 ©2023 Reconnaissance International



Our survey said...

cIs A Carib bear: , Latin ——
America
3 5 10 18

* 33% of central banks have a sustainability policy
* 22% of central banks issue a sustainability report

* 13% have carried out a Life Cycle Assessment

17 ©2023 Reconnaissance International



cIs A Carib bEE'II': , Latin ——
America
3 5 10 18

* 17% of central banks include sustainability in any way in procurement

* 83% of central banks allow recirculation by commercial banks

18 ©2023 Reconnaissance International



End of life disposal

cIs A Carib bEE'II': , Latin ——
America
3 5 10 18

42% of central banks send waste to landfill

38% of central banks incinerate their banknotes

20% of central banks do something other than landfill and incineration

40% are investigating doing something different

19 ©2023 Reconnaissance International



Factors that determe how is waste disposed of?

Volume

National regulations

Banknote specification

Available infrastructure

Waste management companies

20 ©2023 Reconnaissance International



Landfill
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Waste to energy by incineration
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Composting

23
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Today’s talk

* \WWhat and how to measure
environmental impacts

®* The power of procurement

® Improving the cash cycle

® Re-purposing unfit
banknotes

Information sources
- 5/26™ April webinars
- Q1 2024 conference

- White papers

24 ©2023 Reconnaissance International
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