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Economic Indicators

Core SDG Indicators for Entity Reporting 



Economic Indicators – what will we cover

a)Core indicators in the economic area:

✓ Revenue;

✓ Value added;

✓ Net value added;

✓ Taxes and other payments to the Government;

✓ Green investment;

✓ Community investment,

✓ Total expenditures on research and development; and

✓ Percentage of local procurement.

b)Potential sources of information for these indicators

c)Examples of companies already using and disclosing some of these economic indicators
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A.1. Revenue and/or (net) value added
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A.1.1. Revenue – SDG 8.2.1

A.1.2. Value added – SDG 8.2.1; 9.b; 9.4.1

A.1.3. Net value added – SDG 8.2.1; 9.4.1



A.1. Revenue and/or (net) value added

5

1. Revenue

2. Value added

3. Net value added



A.1.1. Revenue: Definition
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Revenue is the value generated from sale of goods or services, or any other use of capital or  

assets, recognized by an entity in a given reporting period.

Revenue (also known as Sales or Turnover) is shown usually as the top item in an income (profit and loss)  

statement. That is why it is considered the “top line” of a business.

A.1.1. Revenue: Measurement methodology

Revenues should be preferably defined and measured according to the IFRS Framework. 



A.1.1. Revenue: Potential sources of information
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❑ Revenues are to be found as the first line of the income statement. 

❑ Management accounting systems/internal management reports 

❑ The figure for total revenues should correspond to the same data as reported elsewhere in the 

entity’s  management accounts and in its audited financial statements.



Tipp Focus Case Study



Omnia

Source: Omnia Integrated Annual Report 2020



A.1. Revenue and/or (net) value added

10

1. Revenue

2. Value added

3. Net value added



A.1.2. Value added: Definition
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Value added is defined as the difference between the revenues and the costs of bought-in materials,  

goods and services.

A.1.2. Value added: Measurement methodology

Value added is calculated as:

Direct economic value generated, i.e., revenues and other income

MINUS

Operating costs, i.e., the costs of bought-in goods and services purchased from external suppliers (not  

made within the organization)

This is normally referred to as Gross Value Added (GVA).



Tipp Focus Case Study



A.1. Revenue and/or (net) value added

1. Revenue

2. Value added

3. Net value added
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A.1.3. Net value added: Definition
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Net value added consists of value added (GVA as described at point A.1.2) from which depreciation  

has been subtracted. In other terms, NVA is the sum of the value added to employees, to providers of  

loan capital, to Government and to owners.

A.1.3. Net value added: Measurement methodology

Net value added is calculated by considering indicator A.1.2 on value added (GVA), and by  

subtracting depreciation.



A.1.3. Net value added: Measurement methodology

Referring back to the example reported for indicator  

A.1.2., let us assume that depreciation is equal to

R100.  NVA will be equal to R600.

CALCULATION  

EXAMPLE
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Generation of Value Added

Revenue 1,000

Less: Cost of bought in goods and services 300

Less: Depreciation 100

Value Added (NVA) 600

Application of Value Added

To employees (wages and benefits) 250

To capital providers (interest expenses and dividends) 100

To the Government (taxes) 100

To the Entity 150

Value Added (NVA) 600



Source: Motus Holdings Limited Integrated report 2020



A.2. Payments to the Government

A.2.1. Taxes and other payments to the Government – SDG 17.1.2
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A.2.1. Taxes and other payments to the Government: Definition

18

This indicator is defined as the amount of taxes (encompassing not only income taxes, but also other  

levies and taxes, such as property taxes or value added taxes) plus related penalties paid, plus all  

royalties, license fees, and other payments to Government for a given period.

It is important to underline that taxes provide a means to fairly distribute wealth, as well as social costs,  

and there is a fundamental obligation for entities to comply with tax legislation and to be responsible in  

their tax practices.



A.2.1. Taxes and other payments to the Government: Measurement methodology
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In practice, the calculation of this indicator is very much impacted by the specific rules at the country 

level,  at the industry level (e.g., oil and extraction), and by the specific nature of the entity (e.g., public-interest

entity).

In general terms, an entity can compute this indicator by summing up all of its taxes and payments to the  

Government, which can include:

✓ income taxes,

✓ property taxes,

✓ excise duties ,

✓ value added tax (VAT),

✓ local rates and other levies and taxes that may be industry/country specific ,

✓ royalties, license fees, and other payments to Government.

This figure does not include:

✓ deferred taxes as they may not be paid;

✓ the amounts related to the acquisition of government assets (e.g., purchase of formerly state-owned enterprises);

✓ penalties and fines for non-compliance issues unrelated to tax payment (e.g. environmental pollution).



A.2.1. Taxes and other payments to the Government: Potential sources of information
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❑ Taxes and other payments to the Government can be found either in the income statement or in 

the  balance sheet. For example: income tax expense is an income-statement item, a line that 

comes  immediately after EBT (earnings before taxes); property taxes are part of the general

expenses.

❑ Specific taxes and payments to the Government are usually recorded within identifiable accounts  

referred to each type of tax/payment.

❑ In many accounting software programs, a VAT account is used to keep track of sales taxes 

collected  and paid (VAT).

❑ Specific accounts are also used to record certain fees, concessions, contributions or royalties’ fees  

imposed on industries which are regulated by the government, e.g., telecommunications, mining,  

aviation, banking, insurance, dairy, energy and natural resources, etc.

❑ Internal management reports for the country-specific data should also be referred to when identifying  

information on taxes and other payments to the Government at the country level. Internal management  

reports could be maintained at various levels of detail and could be aggregated at a country level to  

inform decision making, for example with respect to operations in a country.



Source: Motus Holdings Limited Integrated report 2020



A.3. New investment/expenditures
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A.3.1. Green investment – SDG 7.b.1

A.3.2. Community investment – SDG 17.17.1

A.3.3. Total expenditures on research and development – SDG 9.5.1



A.3. New investment/expenditures
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1. Green investment

2. Community investment

3. Total expenditures on research and development



A.3.1 Green investment: Definition
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Green investment refers to investment that can be considered positive for the environment in a direct 

or  indirect manner.

This indicator includes all the expenditures for those investments whose primary purpose is the  

prevention, reduction and elimination of pollution and other forms of degradation to the  

environment.

This means that investments that are beneficial to the environment but that primarily satisfy the technical 

needs or the internal requirements for hygiene or safety and security of an entity are excluded from this  

definition.



A.3.1 Green investment: Measurement methodology
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In order to calculate this indicator in the correct way, it is important to start from understanding what ‘green  

investments’ are.

There are a number of different synonyms that are employed by entities to denote this kind of  

investment:

✓ environmental,

✓ ecological,

✓ eco-friendly.

Examples:

✓ Low carbon power generation and vehicles

✓ Energy efficiency

✓ Pollution controls

✓ Recycling

✓ Waste Management



A.3.1 Green investment: Measurement methodology
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Two indicators can be calculated:

1) Total amount of green investments over a certain reporting period;

2) Ratio expressing a firm’s green investments in period t as a percentage of the entity’s period t  

total assets (and/or revenue).



A.3.1 Green investment: Measurement methodology
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Two indicators can be calculated:

1) Total amount of green investments over a certain reporting period;

2) Ratio expressing a firm’s green investments in period t as a percentage of the entity’s period t  

total assets (and/or revenue).

The first indicator should be measured in monetary units (the costs as indicated on the corresponding  

invoices), i.e., it should be calculated as the total amount of green investments referred to in the reporting  

period under consideration.



A.3.1 Green investment: Measurement methodology

Starting from these classifications, two indicators can be calculated:

1) Total amount of green investments over a certain reporting period;

2) Ratio expressing a firm’s green investments in period t as a percentage of the entity’s period t  

total assets (and/or revenue).

These indicators would be expressed in percentage (%) terms and would be calculated as follows:

Total amount of green investments  

Total assets

OR

Total amount of green investments  

Total revenue

28



A.3.1 Green investment: Measurement methodology

Type of investments Expenses
Amounts  

(monetary)

Pollution prevention investments
1) Expenses for preventing air pollution (including acid rain)

▪ Low carbon vehicles
32,000

2) Expenses for preventing water pollution

• Plant pollution controllers
15,000

3) Expenses for preventing ground contamination

4) Expenses for preventing noise pollution

5) Expenses for preventing vibration pollution

6) Expenses for preventing odor pollution

7) Expenses for preventing ground sinkage

8) Expenses for preventing other types of pollution

Global environment conservation investments
1) Expenses for preventing global warming and energy conservation

▪ Smart grids
80,000

2) Expenses for preventing the ozone depletion

▪ CO2 sequestration technologies
110,000

3) Expenses for other global environmental conservation activities

Resource circulation investments 1) Expenses for the efficient utilization of resources

2) Expenses for recycling waste

▪ New recycling equipment

200,0

00
3) Expenses for disposal of waste

4) Expenses contributing to resource circulation

CALCULATION  

EXAMPLE

Based on the table and assuming  

that the entity has recorded  

R10,000,000 in revenue and has  

assets equal to R4,000,000 , the  

ratios indicators (Indicator 2)  

would be calculated as:

o Total amount of green  

investments / Total assets

= 437,000 / 4,000,000 =

10.93%

o Total amount of green  

investments / Total revenue

= 437,000 / 10,000,000 =

4.37%
29



A.3. New investment/expenditures
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1. Green investment

2. Community investment

3. Total expenditures on research and development



A.3.2 Community investment: Definition
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Community investment refers to charitable/voluntary donations and investments of funds in the  

broader community where the target beneficiaries are external to the entity.

This excludes legal and commercial activities or investments whose purpose is driven primarily by core  

business needs or to facilitate the business operations of the entity (e.g., building a road to a factory).

The calculation of community investment can include infrastructure built outside the main business  

activities of the organization, such as a school or hospital for workers and their families.



A.3.2 Community investment: Measurement methodology
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Two indicators can be calculated:

1) Total amount of community investments over a certain reporting period;

2) Ratio expressing a firm’s community investments in period t as a percentage of the entity’s  

period t total assets (and/or revenue).



A.3.2 Community investment: Measurement methodology
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Two indicators can be calculated:

1) Total amount of community investments over a certain reporting period;

2) Ratio expressing a firm’s community investments in period t as a percentage of the entity’s  

period t total assets (and/or revenue).

Indicator 1: Examples of what is included:
a) contributions to charities, non-governmental organizations and research institutes (not related to the entity’s  

commercial research and development)

b) funding of community infrastructures (e.g., education, medical and recreational facilities) including infrastructures

outside the main business activities of the entity, such as a school or hospital for employees and their families

c)  direct costs of social programs (e.g., arts and educational events) or of provision of emergency relief in times of  

natural disaster.

The calculation of this indicator should also include non-monetary contributions by entities, for instance in  

the context of an entity whose workers “lend” their time and capabilities to build infrastructure for a  

community project, as well as in-kind donations (at fair value).



A.3.2 Community investment: Measurement methodology

34

Two indicators can be calculated:

1) Total amount of community investments over a certain reporting period;

2) Ratio expressing a firm’s community investments in period t as a percentage of the entity’s  

period t total assets (and/or revenue).

The ratio indicators would be expressed in percentage (%) terms and would be calculated as follows:

Total amount of community investments 

Total assets

Or

Total amount of community investments

Total revenue



A.3.2 Community investment: Potential sources of information
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❑ Donations or charitable contributions are generally recorded in an entity’s general ledger in a 

separate  account. This is necessary for tax purposes: entities should use a dedicated account for 

tax-deductible  contributions. Information to compute this indicator is thus found there and is usually 

recorded by the  finance, treasury, or accounting departments.

❑ In case there is a community investment manager, she/he should be the owner of all the relevant  

information for calculating this indicator.



Tipp Focus Case Study



A.3. New investment/expenditures
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1. Green investment

2. Community investment

3. Total expenditures on research and development



A.3.3 Total expenditures on research and development: Definition
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This indicator requires disclosure, in monetary units, on the expenditure on research and development  

(R&D) by the reporting entity during the reporting period. Examples of such activities may be the  

following: research to discover new knowledge; modification of formulas, products, or processes; design of  

tools that involve new technology; design and test of prototypes, new products and processes.

A.3.3 Total expenditures on research and development: Measurement methodology

Two indicators can be calculated:

1) Total R&D expenditure amount over a certain reporting period;

2) Ratio expressing a firm’s total R&D expenditures in period t as a percentage of the entity’s  

period t total assets (and/or revenue).



A.3.3 Total expenditures on research and development: Measurement methodology
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Two indicators can be calculated:

1) Total R&D expenditure amount over a certain reporting period;

2) Ratio expressing a firm’s total R&D expenditures in period t as a percentage of the entity’s  

period t total assets (and/or revenue).

The first indicator should be measured in monetary units and it should be calculated as the total amount of  

R&D expenditures referred to in the reporting period under consideration.



A.3.3 Total expenditures on research and development: Measurement methodology

Two indicators can be calculated:

1) Total R&D expenditure amount over a certain reporting period;

2) Ratio expressing a firm’s total R&D expenditures in period t as a percentage of the entity’s  

period t total assets (and/or revenue).

The ratio indicators would be expressed in percentage (%) terms and would be calculated as follows:

Total R&D expenditures  

Total assets

Or

Total R&D expenditures  

Total revenue

40



Tables

A.3.3 Total expenditures on research and development: Measurement methodology

Let us assume that the pharmaceutical company  Alpha incurs 

costs, during one reporting period, equal  to R250,000 to 

develop new knowledge on a new  vaccine, and costs of 

R500,000 to test a new drug.

CALCULATION These amounts could be treated as shown in the two
EXAMPLE

41

Profit and loss  

account extract

Balance sheet  

extract

Expenses:  

R&D
750,000

Profit and loss  

account extract

Balance sheet  

extract

Expenses:  

Research
250,000

Intangible  

asset:  

Development  

costs

500,000

Option 2: Expense research and capitalise development costs

Option 1: Expense all costs



To calculate the abovementioned indicators, all R&D  

expenditures incurred in a certain reporting period  

should be considered, independently from their  

accounting treatment.

So total R&D expenditures to be taken into account  

would be R750,000.

Assuming that the entity has recorded R10,000,000

in revenue and has assets equal to R4,000,000, the

ratios indicators would be calculated as:

Total R&D expenditures / Total assets = 750,000 /  

4,000,000 = 18.75%

Total R&D expenditures / Total revenue = 750,000

/ 10,000,000 = 7.5%

A.3.3 Total expenditures on research and development: Measurement methodology

CALCULATION  

EXAMPLE

42

Profit and loss  

account extract

Balance sheet  

extract

Expenses:  

R&D
750,000

Profit and loss  

account extract

Balance sheet  

extract

Expenses:  

Research
250,000

Intangible  

asset:  

Development  

costs

500,000

Option 2: Expense research and capitalise development costs

Option 1: Expense all costs



A.3.3 Total expenditures on research and development: Potential sources of information
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❑ Information to calculate this indicator can be found in financial statements/financial accounting  

systems, either in the profit & loss statement or in the balance sheet depending on whether R&D 

costs  incurred in a certain reporting period are expensed (there is a specific line in the P&L for R&D  

expenses, included as part of the operating costs) or capitalized (as intangible assets).

❑ Management accounting systems and internal management reports can be consulted for the 

country- specific data.



Omnia



A.4. Local supplier/purchasing  

programmes

45

A.4.1 Percentage of local procurement – SDG 9.3.1



A.4.1. Percentage of local procurement: Definition
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Percentage of local procurement is the proportion of spending of a reporting entity at local suppliers.

Costs of local procurement are a general indicator of the extent of an entity’s linkages with the local  

economy.



A.4.1. Percentage of local procurement: Measurement methodology

This indicator denotes the percentage of products or services purchased locally and is calculated as  

follows:

Local suppliers’ procurement costs  

Total procurement costs

The indicator can be calculated based on invoices or commitments made during the reporting period  

based on the accrual accounting principle.

Invoices or commitments to local suppliers are those towards organizations or people that provide  

products or services to the organization and that are based in the same geographical market as the  

reporting organization.

47



A.4.1. Percentage of local procurement: Measurement methodology
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The “same geographical market” definition, i.e., the definition of “local”, may refer to:

✓ the community surrounding operations (within a certain reach defined in terms of kilometers or miles),

✓ a region within a country,

✓ a country.

Therefore, as there could be considerable variation in how organizations define “local” and as tracking  

local purchases requires systems, staff time, and specific skills that are not part of the procurement  

operations of many entities,

It is suggested to consider the country as a distinguishing criterion. In line with the UNCTAD/CRI  

guidance, purchasing is defined as “local” when it concerns products or services produced in the same  

country as the reporting entity or provided by an entity that is incorporated in the same country as the  

reporting entity, or otherwise meet the local content or entity requirements as defined by the Government  

of that country.



A.4.1. Percentage of local procurement: Potential sources of information
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❑ Information about local procurement can be found by looking at the invoices of the entity’s 

suppliers  (accounts payable) and, if applicable, at the internal reporting system, in particular the 

operational  information system for recording supplier master data.



Tipp Focus Case Study



Motus Holdings Limited Integrated report 2020


