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Taking the broader view to deliver Corporate Environmental 
Sustainability along with shareholder value 

Ignacio Rodriguez, Tom Rosenberg, Matt Dathan 

Introduction 

Humanity is starting to recognize that, to ensure the long-term viability of the planet, it 
has to change the way it treats ecosystem services.  These are a range of services that 
our natural world supplies and which, to date, we have treated as economic Free Goods.  
These services can be categorized as: provisioning services (food, minerals and natural 
energy); regulation services controlling climate, waste (by decomposition) and nutrients; 
support services of air and water purification, crop pollination and seed dispersal and 
pest/disease control; cultural services such as recreational experiences, intellectual and 
spiritual inspiration and preserving services such as provision of genetic and species 
diversity.  The traditional market approach has allowed the owners of capital to benefit 
from these services without charging for their use.  However, ecosystem services are 
starting to show the limits of their capacity to cope with this ‘take-make-waste’ mentality, 
leading to pressure for a new approach which will price them appropriately.  This 
pressure is manifesting itself in the following interlinked ways:  

• Fed by ever-clearer calls from the scientific community, popular ‘grassroots’ 
movements are demanding changes in the way economic activity manages 
ecosystem services.  This has been represented most notably by Al Gore and his 
award-winning film ‘The Inconvenient Truth’ 

• Consumers are demanding ‘greener’ products and services, a trend which 
provides the incentive for product and market innovation – a ‘bottom-up’ approach 

• Shareholder activism related to corporate governance and risk management is 
focusing on climate change and other environmental risks.  In 2007 a record 47 
proxies were filed, and already in 2008, this has risen to 54. 

These pressures are resulting in international and national collaboration as 
Governments react.  In the past this tended to result in command and control regulation 
but the focus is now shifting to correcting the market by forcing it to recognize, through 
the pricing mechanism, the true cost of using ecosystem services.  Examples are the 
implementation of various ‘cap-and-trade’ and taxation mechanisms around the world, 
such as the European Climate Exchange (ECX) and the Regional Greenhouse Gas 
Initiative (RGGI) which comes into operation in the Eastern United States in 2009.   

This pressure for change is having an increasing impact on businesses just at the time 
when they are also confronting the competitive challenges created by the global 
economy and the more recent economic uncertainty triggered by the sub-prime 
mortgage crisis.  In this complex and dynamic situation, it might be simpler to interpret 
the pricing of ecosystem services as yet another layer of cost; a burden to be avoided if 
at all possible.  If viewed in this way, then business leaders are unlikely to see any 
incentive to be proactive beyond lobbying for the status quo.  However, there is a 
growing body of evidence that suggests there are distinct advantages for those 
organizations that view this as a new opportunity to innovate, to reduce risk and create 
new markets.  The organizations that embrace this new challenge are developing and 
implementing Corporate Environmental Sustainability (CES) strategies.  The evidence 
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also shows, reassuringly, that success is more about broadening and extending well-
established business principles than inventing a completely new paradigm.  

Greater opportunities lie in seeing the broader Dynamic System 

Historically, businesses have tended to resist incorporating their social and 
environmental impacts into the scope of their strategic planning because they were 
viewed simplistically as additional cost burdens.  As a result they have often only done 
so under outside pressure.  For example, 19th Century industrial issues such as child 
labor, dangerous working conditions and unfettered pollution were overcome largely by 
society and governments intervening to force businesses to recognize that 
improvements in these areas could also serve their own interests.  The trend has 
continued to the point that we are now seeing some organizations voluntarily embracing 
the entirety of their impact on the planet’s ecosystem, but it appears that we still need 
the threat of regulation to spur the majority of organizations into action. 

This unwillingness to respond reflects a lack of understanding of the complex dynamic 
system in which we all live where everything we do impacts something else, which in 
turn feeds back to affect us and triggers a further response, and so on.  By broadening 
the view society - and a business organization - takes to include the broad dynamic 
system in which it operates, it can start to understand the true impact, or footprint, of its 
activities.  Only through this broader understanding, can businesses work to minimize 
their footprint and yet still aim to maximize their opportunities.  For businesses, the age-
old truth still holds: the interests of the owners of capital are best served when that 
capital is employed in the most sustainably profitable activity.  All that is changing is that 
corporate planning must now include social, environmental as well as economic capital 
in its scope and must also extend its planning horizon into the indefinite future to ensure 
sustainability for future generations. 

Firms that recognize the broader dynamic system will see that to adequately address 
sustainability they must go beyond just responding tactically.  A tactical approach looks 
merely at cost savings and additional efficiencies that could be attained from the 
business as it currently stands.  But taking this tactical approach will likely obscure the 
broader opportunities that, if captured, can create greater ongoing competitive 
advantage.  Taking the broader view permits the creation of a virtuous cycle as the 
business leads or anticipates market change, improves its overall risk management 
capability, becomes more agile and builds a reputation for sustainability that attracts and 
retains the best and brightest talent.  This talent improves innovation which fosters the 
creation of new technologies that leap-frog incremental change to create new markets 
and fuels the long-term growth of the business.  Sustainability does not have to be a cost 
to be borne but a tremendous opportunity and will be critical for developing and 
maintaining a competitive edge through the 21st Century. 

Have we reached a tipping point? 

There are now a number of early movers who are reaping the rewards of thinking 
holistically about their impact on the planet.  These organizations have re-examined their 
strategy and operations from this broader perspective and, while it may still be too early 
to demonstrate a direct statistical correlation between these measures and improved 
financial performance, there is plenty of evidence that shows that those organizations 
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that are striving to embrace sustainability can achieve world-beating returns to 
shareholders.  

Sustainable Asset Management (SAM) Group, a Zurich-based asset management firm 
that was founded in 1995 to specialize in sustainability investments, states in their 2008 
Sustainability Yearbook that, “the research strongly suggests that there is a positive, 
statistically significant correlation between corporate sustainability and financial 
performance... in future the true winners will be those who think outside the box about 
the business models required to develop new products and services for society's 
evolving needs.”  Whatever the opinion on the actual evidence, one thing is clear: 
Boardrooms have moved beyond asking whether they should become sustainable; now 
most are asking how to achieve it.  Here are some high-profile examples. 

GE’s Ecomagination (“making green by being green”) campaign is an excellent example 
of the power of this change in perspective.  To quote from GE, “Ecomagination puts into 
practice GE's belief that financial and environmental performance can work together to 
drive company growth, while taking on some of the world's biggest challenges.”  This 
includes everything GE offers that is relevant to ‘greening’ business – energy, lighting, 
water, finance and transportation.  Rolled out just 2 years ago, revenues that can be 
attributed to the campaign are growing at about 12% per year.  In January 2008, GE 
Financial Energy Services announced an investment goal of $6 billion by 2010 in 
renewable energy.  By 2010 GE expects to generate $20 billion in revenues from 
products that provide significant environmental performance advantages to customers.  

Honda and Toyota are renowned for their innovation.  They both capitalized on this by 
introducing the first hybrid cars and this, combined with very successful communication 
to their market and employees, has allowed them to overtake GM and Ford who are now 
playing catch-up. To further reinforce the point, it has taken the threat of a costly proxy 
shareholder suit to force Ford to release its plan to reduce greenhouse gas emissions, 
the first major automaker to do so.  The graph below of the stock price of these 
companies over the last five years clearly demonstrates that taking onboard the 
sustainability agenda need not simply add cost and damage shareholder value:   
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So what does Corporate Environmental Sustainability mean to businesses? 

CES means bringing within the sphere of corporate strategic planning, the social and 
environmental ramifications of business operations.  The enterprise needs to re-evaluate 
the entirety of its operations through social and environmental lenses to ensure those 
impacts are bearable, equitable and viable. 

There is no ‘silver bullet’ for achieving this.  It requires taking a hard look at processes, 
capabilities and technology, not to mention the entire supply chain and the needs and 
wants of a very diverse stakeholder group.  While it may be a major challenge to create 
and articulate a sustainability ambition, turning that into action that actually delivers – 
and can be independently verified as delivering - will be even harder.  However, the 
good news is that doing this, as already demonstrated by the early movers, is more 
about reusing time-honored business principles in a new way, than completely re-
inventing the way an organization does business.  Getting an organization to look at 
itself from this new perspective involves a journey focused around 5 questions. 

Question 1: Where do we stand now - what is our current footprint? 

Before an organization can start to limit its impact on the ecosystem it needs to know the 
size of its footprint.  There are many specialist firms that can be contracted to assist in 
this calculation.  However, the organization must first decide the correct scope of the 
evaluation.  Put simply, the broader the scope the better it is for the planet, but the 
greater the challenge for the organization.  In practice, the scope to be evaluated 
depends upon the company, the nature of its operations, and its sector.  Demands of 
external stakeholders may require certain sectors or certain companies to evaluate a 
greater scope.  The scope chosen will only affect the report content and level of detail.  It 
does not affect the reporting mechanism (many Fortune 500 firms use the Global 
Reporting Initiative (GRI) and/or the Carbon Disclosure Project (CDP) templates for their 
sustainability reporting). 
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Typically, there are three levels of scope which are considered.  According to the World 
Resources Institute (WRI) GHG Protocol (see figure above), scope 1 emissions include 
only the organization’s direct emissions from on-site energy generation or other 
operations and would include vehicle fleet emissions.  However, even here there is 
plenty of ‘wiggle-room’.  Should executive travel and the corporate jet be included?  
Does the business involve a lot of car travel by individuals?  Does most of the workforce 
live close to their place of work?  When Interface Carpet started the process of 
evaluating their footprint, they decided to look at the worst case scenario by evaluating 
as broad a scope as they could. This included tallying the footprint of their employees’ 
daily commute.  In contrast, a power generation firm will probably include only scope 1 
emissions (those directly from their power plants), since these emissions will likely dwarf 
employee commute miles or the transportation emissions of their fuel. 

Scope 2 examines indirect emissions associated with operations such as the footprint of 
utility-purchased power or process steam.  Scope 3 emissions include customer travel, 
upstream suppliers’ emissions and downstream transport and eventual disposal of the 
firm’s products.  Scope 3 is where the implications of controlling emissions reach out to 
entire global supply chains.   

Whenever possible, organizations should try to quantify their scope 3 emissions as 
doing so can often provide considerable insight into where they should best focus their 
reduction efforts.  For instance, the retail chain IKEA chose to include Scope 3 emissions 
(largely made up of customers’ trips to and from its stores).  The analysis showed that 
these trips accounted for 56% its total baseline (2004) emissions, confirming initial 
expectations that these emissions would be large relative to their scope 1 and scope 2 
emissions.  This review revealed that IKEA’s entire scope 3 emissions (including 
customer travel) accounted for 82% of its total emissions (see table below).  IKEA also 
found that the siting of new stores could significantly influence the size of this source of 
scope 3 emissions. Consequently, they set - and have now met - a goal of making at 
least 75% of its stores accessible by public transport by locating them closer to cities and 
transit lines as well as funding transit projects near the stores.  IKEA now informs its 
customers about their travel options by listing online customer ride-sharing, funding 
bicycle routes to its stores and establishing park-and-ride bus services and in-store 
public transit information boards. 

 

IKEA’S 2004 GHG EMISSIONS (metric tons CO2) 

Scope 1  Scope 2 Scope 3 Total 

80,692 
(3%) 

421,142 
(15%) 

2,306,592 
(82%) 

2,808,424 
(100%) 

 

Once the scope of evaluation is decided, the organization will also need to consider how 
it will measure the effect of its business activities.  There are a number of standard 
metrics, such as metric tons of CO2 emitted, but there are also a whole of metrics that 
can be developed that apply to the specifics of individual organizations.  Consideration 
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will have to be given to whether all the desired metrics can actually be measured now or 
if additional work needs to be done to develop relevant metrics for the future.  The 
impact on the footprint could be greatly enhanced by thinking creatively about this.  For 
instance, a transportation firm might use carbon emissions per mile driven rather than 
simply miles driven per gallon of gas.  Using the carbon-based metric will give a clearer 
idea of the impact and potential cost, as well as suggesting innovative ways to reduce 
the carbon footprint.  These metrics in total provide the baseline calculation of the 
organization’s ecological footprint (in terms of carbon, water, and raw materials). 

Question 2: Where do we want to be - how small do we aspire our footprint to be? 

Once an organization has gained an understanding of the size of its footprint it can move 
on to thinking about what it could and/or should do about it.  Like any other corporate 
initiative, a CES strategy needs a vision, mission and ambition.   Vision is the purpose of 
the corporation as it relates to sustainability; mission is the long-term aim of the 
sustainability program and ambition articulates the shorter-term goals.  

To illustrate what this might look like, Interface Carpets has declared: “Our vision is to 
lead the way to the next industrial revolution by becoming the first sustainable 
corporation, and eventually a restorative enterprise…”  Interface eventually sees itself as 
a carbon-absorbing enterprise.  Their mission follows from this and states: “Mission 
Zero: our promise to eliminate any negative impact our company may have on the 
environment by 2020.”  Their ambition then goes on to address seven facets of 
operating their business: “eliminate waste, benign emissions, renewable energy, closing 
the loop (redesign products and processes to use recovered and bio-based materials), 
resource-efficient transportation, sensitizing stakeholders, and redesign commerce.”   

Whatever the mission, vision and ambition the organization agrees to, it really needs to 
feel uncomfortable to all stakeholder groups – they need to feel that it is a real stretch to 
achieve.  If not, then it is probably not sufficiently ambitious.   

In determining where the firm wants to be, it must understand the needs and goals of all 
its stakeholders.  In taking this broader perspective (i.e. environmental, social, and 
economic) the organization must include a wider range of stakeholders.  A typical list 
would probably include at least the following: customers, owners/shareholders, 
employees, suppliers, government/regulators, industry interest/lobby groups and public 
interest groups.  The organization needs to understand that even strong critics should be 
embraced if it wishes to develop a fully comprehensive sustainability strategy.  Wal-Mart, 
not exactly the darling of the environmental lobby, has made great efforts to change this 
perception and is now involved in continuous dialogue with 13 environmental 
sustainability networks which include environmental NGOs, suppliers, scholars, 
government and other thought leaders.  Wal-Mart states that this collaborative approach 
helps it identify and implement meaningful changes by keeping senior management 
abreast of the latest thinking and research. 

Question 3: What will it be like - what will our business look like, how will it operate, when 
we have achieved our target footprint? 

In seeking to answer this question, an organization needs to look across the entirety of 
its operations to articulate what the business processes and functions will look like when 
it is achieving the desired footprint.  Clearly, the choice of emissions scope will have a 
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major impact at this stage of the process which is why it’s critical that the organization 
doesn’t ‘bite off more than it can chew’ when it embarks on this for the first time.  Each 
organization will need to apply most creativity and greatest self-knowledge as only by 
thinking ‘outside the box’ will seemingly emissions-intensive activities be turned around.  
Getting this thinking done well is the key to success and the effort and commitment 
necessary to do this should not be under-estimated.  This type of activity usually 
involves an iterative cycle of thinking, research, and analysis followed by another round 
of refining ideas and reaching out to all stakeholder groups, including those who may not 
view the organization’s activities very favorably.  British Telecomm embarked on this 
journey in the mid-1990s.  It began by examining the efficiency of its distribution system 
and switching stations.  By 2008, BT reduced its UK emissions nearly 60%.  In the last 
decade BT has increasingly invested in renewable and alternative low-carbon energy 
sources to power its entire system.  Earlier this year BT pledged to reduce its global 
GHG emissions 80% by 2020 and has allocated nearly $500 million to invest in wind 
farms to provide up to 25% of the company’s needs by 2016.  In order to address the 
concern of rising emissions, BT has announced its own “Climate Stabilization Intensity 
Target” – a tool that links its financial and environmental performance to necessary GHG 
emissions reductions.1  Interface Carpets highlights on its website that sustainability is a 
central part of every business decision – from sourcing energy and material to reclaiming 
used material from clients, to finding new materials more easily recycled, reused or 
composted with the ultimate goal of reducing overall energy and material throughput in 
their production.  In sum, this is about finding new ways to do more with less while 
improving profitability. 

Question 4: What are we going to do - what “quick wins” and strategic initiatives will we 
need to deliver to achieve our goals? 

Once the future vision has been articulated some obvious ‘quick wins’ to demonstrate 
corporate commitment, deliver symbolic results and gain stakeholder buy-in should start 
to appear.  These are initiatives that will probably take between 6 - 12 months to 
implement and are unlikely to involve a major redesign of the business.  The type of 
activity that might fall into this category could include energy efficiencies to improve 
lighting, HVAC, motors and pumps or initiatives that start to modify employee behaviors.  
However, the ‘quick wins’ will probably not contribute that much to the overall footprint 
reduction.  That work is usually done by the strategic initiatives.  In October 2005 Wal-
Mart proclaimed that its goals were to have zero waste, source only renewable energy 
and sell environmentally sustainable products.  Initially they looked at how they could 
change store lighting, use bio-diesel in its fleet of trucks, find ways to eliminate Less-
Than-Truckload (LTL) trips and improve fleet maintenance.  They began designing new 
stores with more daylight and solar power to reduce power consumption and retrofitting 
existing ones with higher efficiency lighting and other modifications.  

As Wal-Mart and others demonstrate, in the longer term, industrial processes, vehicle 
fleets, supply chains and product innovation can all be addressed and their emissions 
impact reduced.  Products can be redesigned to require fewer raw materials, produce 
less waste and be more energy efficient to use – the necessary shift from ‘take-make-
waste’ to ‘take-make-reuse’.  An early example of this take-make-reuse concept comes 

                                                
1 BT Strives to Cut CO2 by 80 Percent, Web Host Industry Review, 10 June 2008.  
http://www.greendatacenterinfo.com/2008/06/11/bt-strives-to-cut-co2-by-80-percent/#more-34 
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from Germany’s recycling laws that make the manufacturer responsible for the disposal 
costs of the product and its packaging.  In the auto sector, sound insulation was one of 
the first things manufacturers jumped on as a use for waste foam products.  Similarly, 
the way component sub-assemblies could be disassembled has changed to facilitate 
recycling and reuse.  As interest grows in products that demonstrate this take-make-
reuse concept, there are real opportunities for product innovation and the creation of 
new markets where long-term shareholder value can be sustainably enhanced. 

Question 5: When and how do we do it - what is our implementation plan? 

It is difficult to clearly articulate any strategic ambition in such a way that all stakeholders 
interpret it into action that leads to the desired result. Typically, different stakeholders put 
their own spin on it leading at best, to improvements that fail to deliver full value or, at 
worst, value destruction and no benefit to the ecosystem.  The last thing an organization 
wants is to be accused of ‘green-washing’.  This means that the strategy for execution 
and the management of that execution are just as important as the underlying ambition.  
The implication is that CES is not only a Boardroom issue - it must permeate the entire 
organization from the top down.  

This means that it will be critical to set up the appropriate governance and management 
structures to ensure the allocation of necessary resources to deliver real results.  
Furthermore, an effective CES strategy will need to be transparent to allow stakeholders 
to see progress being made as well as allowing results to be independently verified.  
This places an additional burden on the initiative – failure could have dire consequences, 
and not only in terms of public relations. 

PA Consulting Group has used a strategic planning framework over many years to 
successfully engage the full range of a business’s stakeholders in the development of 
coherent strategic plans.  The framework also has a one-page summary which provides 
a concise means of communicating CES aspirations and plans to the organization and 
society at large.  The article on page XX of this publication provides more detail.   

Conclusion 

Delivering shareholder value and delivering CES are not mutually exclusive.  In fact, the 
evidence is mounting to suggest that the former may be enhanced by the latter.  Smart 
businesses are already embracing the challenge and leading the way in minimizing their 
impact on the environment and reaping the economic benefits.  Furthermore, the recent 
oil price shock illustrates that uncertainty and risk are only likely to increase as pressure 
grows on the world’s dwindling resources.  Developing a CES strategy can help 
businesses better manage their risk profile and demonstrate to investors that they are a 
better bet to survive into the 22nd Century.  


