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Companies
must be

green from
g0 to whoa
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By DAN ATKINS

During the 1990, companies began 1o
incorporate environmental manage-
ment techoigques into their manage-
menl pracuices because il represented
an opportunity o identify cost savings
and minimise potential Habilities.

Furthermore, It demonstrated these
companics were responding (o grow-
ing stakeholder pressure to be respon-
sible corporate citizens.

Since the late 1990s we have wit-
nessed a shift towards focusing not just
an environmental management during
production, bul on  understanding
broader soclal and environmenial
Impacts throughout the life cycle of an
organisation’s valoe chain, from prod-
ucl development (o the sourcing and
stupply of materials and services,
through 0 production, disiribution,
consumer use and product disposal.

For example the energy used when
producing a motor vehicle is marginal
comparcd with the energy used in
power the vehicle and the associated
emissions generaied.

The emphasis placed on product
environmental performance or prod-
uct stewardship also extends down the
supply chain, Many multinational
companics are calling on their sup-
pliers to demonstrate a commitment to
responsible management practices,

Ford, lor example, requires suppliers
to certify all manufacturing sites under
the Inmternational Standards Organis-
ation’s  environmental  management
standard 14001 by July 1, 2003,

Although 150 14001 certilication
ensures some environmental issues
are considered at a site level, it does
not give any assurance about the level
of environmental performance, Lead-
ing companics are going beyond
154 14001 to integrate environmenial
considerations into all decision mak-
ing and operational practioes,

Ewrope is taking the lead and sees
competitive advantages in adopting a
“triple bottom line” approach. This
approach Is exemplified by the
intitintives of the Workd Business
Council for Sustalnable Development:
a coalition of 150 companbes conimit-
ted 1o sustainable development.

Ome of the group’s core objectives is
a commitment to triple bottom line
reporting — reporting not  just on
linancial resulis, bul on economic
growth, environmental protection and
social equity.

It has developed a lramework (o help
measure progress (oward economic
and environmental goals, known as
eco-clliciency,

Ihe group had 23 companies,
Including General Motors, Toyota and
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Monsanto, participate pllot 1esting
of the eeo-efficiency indicators. One of
the key Ffindings was that the
implementation of these ndicators
was g valuable ol for companies in
managing the impact of environmental
aswes on their usiness.

Une of the key eco-elliciency indi-
cators was greenhouse gas emissions.
Following the recent Bonn discussions
on the Kyoto Protocol’s working rules,
it is increasingly likely that companies
will b lTorced 1w do business In a
carbon-constrained enviromment,

Should an emission trading and/or
carbon tax be lniroduced, companies
with ineflicient production facilities
will pome under Increasing pressure (o
remain compeiitive. Those rn||1.||.111||.'3.
with highly energy-intensive pro-
duction processes or products will be
st al risk.

Swiss-based firm ARR sees f1s ability
to provide clean energy solutions as a
market opportunity worth
SUSI billion (ALY billion) by 2005
and SHUA2.5 billlon by 2000,

Hecognising that environmenial and
social aspects are able o inlluence
sharcholder value, linancial markets
are nivw inoorporating environmenial
and social performance into  their
Investment evaluation criteria.

And measures such as the Dow Jones
Sustainability Index are Mnding a posi-
tive correlation between how well a
company manages ils cnvironmental
and social issues, and s financial
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returns, while the impressive perform
ance of Soclally Responsible Invest-
ment Funds is ralsing the evebrows of
mutinstream investors.

The insurance and finance industry
has also begun to assess 1he impact of
climate-change opportunities and
liabilitles an market valuations.

All Australian companics must begin
developing a strategic approach to
triple-bottom-line  management and
reporting. Incorporating more quali-
tative considerations of all stakeholder
interests, including the environment
and social aspects, is a key challenge.

Bu failure to understund correcily
the risk and opportunities this pres-
ents will dumage short and long-term
profitabilicy.

Hoardrooms should be developing
stralegic objectives and performance
indicators (o help assess their perform-
ance on cconomic growih, environ-
mental protection and social equity.

Mere s oo doubt the culiural
change needed to elfectively integrate
these considerations into all decishon-
making, strategic planning, invest-
ment analysis, and operational activi.
thes will take time.

Our  Huropean oounterparis  are
already positioning themselves (o take
advantage of the emerging opportunit-
ies this burgeoning agenda presents,
and we cannot afford to be left behind
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