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Staying on course in a tougher climate

Leading companies
say sustainability is
just as important in
a financial crisis,
writes Fiona Harvey

oncerns over climate

change have not been at

the forefront of most

chief executives’ minds
in recent weeks: the financial cri-
sis and economic downturn have
eclipsed all other issues. While
managers are worried about
whether their businesses are sus-
tainable economically, the ques-
tion of whether they are sustain-
able environmentally seems less
pressing.

Before the crisis wiped out
other concerns, companies were
increasingly eager to trumpet
their environmental credentials.
Large companies, including
household names such as Wal-
Mart and General Electric, Ford
and Coca-Cola, HSBC and News
Corporation, made pledges to cut
their greenhouse gas emissions
and lessen their environmental
impact.

What will happen to compa-
nies’ environmental commit-
ments when businesses are fight-
ing for their survival? Will the
pledges made in a sunnier eco-
nomic climate be forgotten?

Talk to any of the companies
that have taken a lead on envi-
ronmental issues, and the answer
is the same: no. Environmental
sustainability is just as impor-
tant in a downturn, they insist.

”Our goal is still to be one of
the world’s leading brands in cor-
porate sustainability and we
regard it as central to business
strategy,” says Francis Sullivan,
deputy head of corporate sustain-
ability at HSBC.

“We continue our commitment
to reducing our environmental
footprint and implementing our
sustainability risk policies. We
also maintain that sustainability
offers diverse business opportuni-
ties [such as investment in
renewable energyl].”

Bank of America announced
last March it was embarking on a
$20bn 10-year strategy to tackle
climate change, and help its cus-
tomers do the same. The com-
pany insists that the crisis
engulfing the sector will not
deflect it from this purpose.

“[We] continue to move
forward with our environmental
initiative to address climate
change,” the company says.
“Now, more than ever, there is
a critical need for financing
to develop environmentally sus-
tainable products and technolo-
gies, accelerate the deployment
of existing technologies, and
increase energy efficiency.”

Retailers and consumer goods
companies are equally adamant
that they will stay the course.

“Sustainability will remain
critical to our business, even dur-
ing an economic downturn,” says
Ian Cheshire, group chief execu-
tive at Kingfisher. “As a major
international retailer, we have a
responsibility to tackle issues
such as climate change and work
towards a more sustainable
future.”

Mr Cheshire says the com-
pany’s customers are “increas-
ingly aware of environmental

It’s an ill wind that blows no good: the economy may be a more pressing worry at present, but people are still concerned by climate change

issues” and seeking to buy prod-
ucts accordingly.

Indeed, companies would be
foolish to abandon their green
credentials at the first sign of
difficulty, says Solitaire
Townsend, chief executive of
Futerra Sustainability Communi-
cations, which advises companies
on their green strategies.

“How would it look,” she asks.
“If companies drop [their interest
in green issues], everyone will
understand that they didn’t
mean it after all. What will that
do to their relationship with
their customers — or with their
staff?”

Consumers are still interested
in environmental matters,
despite their economic worries,
argues Jenny Dawkins, research
director at Ipsos Mori, the polling
company. She points to polls
from the UK to prove the point:

the environment was mentioned
as a top concern by 8 per cent of
people surveyed in September.

This is far below the number
concerned about the economy —
55 per cent, the highest recorded
since this series of polls began in
1974 — and below the peak of 19
per cent of people who rated it a
top concern in early 2007, shortly
after the release of Al Gore’s film
An Inconvenient Truth. But it is
much higher than the 2 to 4 per
cent of people who rated the
environment a top concern in the
period 2002 to 2004. The environ-
ment remains relatively high
among people’s priorities.

“The environment has been
overshadowed [by the economy]
but it has not dropped off the
radar,” says Ms Dawkins.

People in the US are also still
interested in climate change,
says Michael Allegretti, head of

government relations in the US
for the Climate Group, a non-
profit organisation that works
with businesses on cutting emis-
sions. Although the economy
may be a more pressing concern,

If the world is to
move to lower-carbon
means of production,
many industries

will have to change

public opinion is in favour of tak-
ing action to tackle global warm-
ing, he says.

Businesses should take note,
advises Ms Dawkins. “Seven out
of 10 people think that in tough
economic times it is more impor-
tant for a company to behave

responsibly,” she says. “The onus
is very much on companies to
continue to behave responsibly
in line with consumer expecta-
tions. That pressure is not going
away.”

What is more, companies have
much to gain from taking steps
to improve their environmental
performance, says Ms Townsend.
“This is not some fluffy issue. It
is a business issue. Companies
should understand that.”

The guiding principles behind
behaving in an environmentally
sound manner are the same as
the principles of thrift and econ-
omy, she points out.

Using fewer resources is at the
core of environmental sustaina-
bility, and leads to cost savings.
“Thrift and being green go hand
in hand,” she says.

Jan Babiak, global climate
change and sustainability serv-

ices leader at Ernst & Young,
says that companies should real-
ise that there are substantial sav-
ings to be made: from cutting
down on the wasteful use of
energy to economising with other
materials.

She says: “Insightful manage-
ments realise that having an
environmental policy in place
will save them a lot of money.
There are some very simple but
impactful changes that can be
made. Double-sided printing and
switching lights to movement
sensitive activation are just two
small examples.”

The current high energy prices
only make the issue more impor-
tant in a downturn, adds Andrew
Caveney, partner for business
advisory services at Ernst &
Young. He explains: “Rocketing
energy and commodity prices
represent a far more powerful

driver of green business practices
than the existing level of legisla-
tion or consumer pressure.”

Managers can learn much
about how to improve their busi-
ness processes from looking at
their carbon dioxide emissions,
he says. “Carbon in the supply
chain is not only a liability in
itself but an indicator of an inef-
ficient operating model and expo-
sure to rising energy prices.”

Businesses that ignore climate
change may also expose them-
selves to large risks. For
instance, they may be challenged
by lawsuits from plaintiffs argu-
ing that companies have caused
damage to property by failing to
take action to cut their emis-
sions.

Companies also face the risk of
the damaging effects of climate
change, such as rising sea levels,
droughts, floods and fiercer
storms. Tightening environmen-
tal regulations — such as the
introduction of a cap-and-trade
system for cutting carbon emis-
sions in the US, which has been
promised by both presidential
candidates — present a further
risk for unwary companies.

Mr Sullivan of HSBC says:
“Managing risk and promoting
business opportunity is critical
and, in the context of sustainabil-
ity issues, is as important today
as it was before the current chal-
lenges in the financial markets
surfaced.”

As well as posing a threat, cli-
mate change opens opportunities
for companies beyond efficiency
savings. If the global economy is
to move to lower-carbon means
of production, then many indus-
tries will have to change.

The energy industry is the
most obvious, as renewable
forms of energy will have to take
precedence over fossil fuels. New
carbon abatement technologies
such as carbon capture and stor-
age are also being developed,
opening up a new market.

Other sectors will also have to
change, opening opportunities
for new products and business
techniques. Construction compa-
nies, for instance, will have to
find ways to make greener build-
ings, using more environmen-
tally sound materials and
designs. Car companies are look-
ing to use new technologies such
as electric engines and hydrogen
fuel cells. Airlines are testing
new designs and fuels made from
plants.

The downturn will have some
effect on the number of compa-
nies bringing out “green” initia-
tives, predicts Ms Townsend at
Futerra.

“Companies that just wanted
to dip their toe in the water, or
that wanted to gush about cli-
mate change rather than really
doing anything real about their
environmental impact — they will
go away,” she says.

“There will be a lot fewer
‘have-a-go greenies’ around,
those companies that just talk
about green issues because they
think it’s fashionable.”

But companies with a longer-
term vision, and companies that
perceive the benefits of environ-
mental management, will con-
tinue to seek to improve their
green performance, she says.
“Consumers will trust those com-
panies more.”

Save energy — the less painful way to cut costs

Fiona Harvey on
an alternative to
redundancies and
factory closures

In a downturn, companies
start to look urgently for
ways to trim their costs.

Typically, this will include
redundancies and the clo-
sure of some underperform-
ing units. Managers will be
told to do more with less,
and corporate belt-tighten-
ing may include cutting
down on expenses such as
entertaining or non-essential
travel.

But could companies
achieve some of the same
results through energy effi-
ciency?

Soaring energy prices have
meant that energy is a much
bigger part of any company’s
overheads than it used to be
— the spend on energy has
more than doubled in the
past three oro four years for
many companies. So cutting

out the wasteful use of
energy should bring savings
which - importantly - are
much less painful than cut-
ting staff or closing offices.

Hugh Jones, director of
solutions at the Carbon
Trust, a UK government-
funded body, says most com-
panies can shave about 20
per cent from their energy
bills without trying very
hard.

“A lot of these things are
very simple, like turning off
lights in rooms where people
aren’t working,” he says.

InterfaceFlor, for instance,
a manufacturer of carpet
tiles, has pledged to have a
zero carbon footprint by
2020, and in its effort to do
so has cut its energy con-
sumption by 45 per cent per
unit of output. This, together
with other waste-reduction
measures, has saved the
company more than $372m
since the mid-1990s.

Eon, the energy utility,
estimates that the average
office wastes £6,000 a year
because employees fail to
take basic energy efficiency

measures, which can be as
easy as turning off comput-
ers when they go home and
unplugging mobile phone
chargers when not in use.

The company found that
some of the barriers to
employees being more ener-
gy-efficient were surprising.

Just over half the people it
surveyed said they were held
back by being afraid to ask
permission, while a similar
number said that the lack of
a financial incentive was to
blame.

A quarter said they did
not take energy-efficiency
measures because of worries
about being ridiculed by col-
leagues if they did so.

However, companies are
becoming much more aware
of energy efficiency, owing
to a combination of high
prices and economic con-
cerns, reports John Murphy,
vice-president and managing
director for systems and
services for Europe and
Africa at Johnson Controls,
which makes building con-
trol products.

“We are seeing much more

interest in energy efficiency
across the board. There will
be much greater sensitivity
[to energy-efficiency issues]
from building owners, as the
credit crunch continues to
bite,” he says.

Some energy-efficiency
measures — such as turning
off computers or opening
windows rather than turning
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sensors to turn off lights
when there is no movement
or winding down the heating
of offices at night, can sub-
stantially cut energy wast-
age. But the costs of buying
and installing such equip-
ment mean the payback
period may be one or two
years, says Mr Murphy. This
is often what makes compa-
nies hesitate.

Harry Verhaar, senior
director for energy and cli-
mate change at Philips
Lighting, says lighting repre-
sents 19 per cent of global
energy use but more than
three-quarters of lights are
of the older, less efficient
type. If they were replaced
by efficient lights, about 40
per cent of this energy use
could be eliminated, result-
ing in savings of more than
€100bn a year worldwide.

The savings would be
equivalent to the output of
about 530 average-sized
power plants, resulting in
huge cuts in carbon dioxide
emissions.

But although energy-effi-
cient lightbulbs save money

over a few years, they are
more expensive to buy than
the older models.

Mark Nutt, managing con-
sultant at Morse, the con-
sulting and IT services com-
pany, says chief executives
can encourage their manag-
ers to find efficiencies by
making each department
responsible for its own
energy use.

“By making departments
pay for their own energy,
managers will be incentiv-
ised to monitor usage and
find areas where it can be
reduced,” he explains. “The
greatest initial savings can
be achieved with relatively
simple measures rather than
out-and-out reinvention.”

It is not just energy that is
wasted. Cutting down on the
waste of raw materials can
result in substantial savings
for manufacturers, says Bill
McCausland, production spe-
cialist at Envirowise, a UK
government-funded agency
helping companies reduce
their environmental impact.

“With continued pressure
on manufacturers to manage

the impact of higher raw
material costs, taking a sys-
tematic approach to resource
efficiency can provide manu-
facturers with a sustainable
strategy of cost reduction in
a competitive market,” he
says.

Kimberly-Clark, for exam-
ple, found it could cut costs
by redesigning its toilet tis-
sue, Andrex. The company
put 50 per cent more sheets
on each roll and trimmed
30mm of packaging from its
packs, saving about 83,000kg
of plastic a year and cutting
transport costs.

Encouraging companies to
realise these cost savings
can still be difficult, how-
ever, as it requires manage-
ment time and effort that is
in short supply, as compa-
nies look to their survival.

Mr Murphy argues that
governments should play
more of a role: “I think
things such as investment
tax credits for building
improvements that increase
energy efficiency would
really help get more compa-
nies looking at this issue.”



