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environmental externalities
Greenhouse Gas Emissions



Approach review

The impact of Cementos Argos on the environment was analyzed using the approach described in the Natural Capital Protocol:



GHG Emissions
As a large cement company, GHG emissions are one of the main externalities for Cementos Argos, who developed mitigation and 
adaptation strategies to better manage related risks and opportunities (e.g. innovative processes and products). Indeed, GHG 
emissions contribute to the effects of climate change such as rise in sea level, extreme weather events, water scarcity, or biodiversity 
losses. This could negatively impact the operations of the company, but also the society (e.g. effects on human health, property 
value, ecosystems, agricultural production).



GHG Emissions -
Montetization approach



Click to edit Master title 

style
additional

information



GHG Emissions
Cementos Argos and KPMG developed the Integrated Profit & Loss (IP&L) statement 
which will be included in the integrated annual report 2016. One of the key elements 
in the IP&L is the cost of carbon dioxide emissions (CO2). This cost can be calculated 
in several ways, for example by using market price, marginal abatement costs and/or 
the social cost of carbon (SCC).

The logic around including the cost of carbon within the IP&L is because an emitted 
tonne of carbon today will have a (financial) impact on society and humans in the 
future. Since Cementos Argos emits a significant amount of CO2emissions, it is 
important to include this element.

The cost of CO2is not limitless; there is a point at which the cost of abating a tonne of 
carbon outweighs the cost of the impact that same tonne will have in the future. 

Therefore, it is important to choose a proper carbon-price which estimates the social 
cost of carbon. A significant amount of scientific research has been done to calculate 
the cost of carbon, however the outcomes vary significantly2.

Further, adjustments to the calculation’s inputs, such as the discount rate used and 
fluctuating estimates about climate sensitivity, produce dramatically different 
estimates.

1) R. Tol, “Estimates of the damage costs of climate change. Part I: 
benchmark estimates,” Environmental and Resource Economics 21 (2002): 
47-73; R. Tol, “Estimates of the damage costs of climate change. Part II: 
dynamic estimates,” Environmental and Resource Economics 21 (2002): 
135-160.
2) A practical guide to the economics of carbon pricing, University of 
Calgary, 2016



Approaches on carbon
pricing

Argos uses the SCC estimates of 

the EPA. 



How the discount rate was 
selected:

One of the most important factors influencing SCC estimates is the discount rate. A large portion of climate change damages are expected to
occur many decades into the future, and the present value of those damages (the value at present of damages that occur in the future) is
highly dependent on the discount rate.

The EPA proposes 4 estimations of the SCC, based on different discountrates:

Argos’ uses a discount rate of 3%.

All values are updated annually with 
macroeconomic variables such as inflation chain 
and exchange rate. 
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