Sustain
Issue 28 • July 2007

Climate

Action

In this issue

Managing climate
change
Energy for
development: Local
projects, large impacts
Mobility for
development
Tapping into values

Sustai
About the WBCSD
The World Business Council for Sustainable Development (WBCSD) is a unique,
CEO-led, global association of some 200 companies dealing exclusively with
business and sustainable development. The council provides a platform for
companies to explore sustainable development, share knowledge, experiences
and best practices, and to advocate business positions on these issues in a
variety of forums, working with governments and non-governmental and
intergovernmental organizations.
We define sustainable development as progress that meets the needs of the
present without compromising the ability of future generations to meet their
needs. Given the scale of world poverty today, the challenge of meeting present
needs is urgent. But we must look ahead and do our utmost to ensure that what
we do today for our ever-growing population does not compromise the
environmental, social and human needs of our descendants.
The WBCSD and its members believe that the pursuit of sustainable
development helps companies prosper and maintain their long-term license to
operate, innovate and grow by making them more competitive, more resilient to
shocks, nimbler in a fast-changing world and more likely to attract and hold
customers and the best employees. Business is seen as a key provider of
solutions and is increasingly expected to contribute to sustainability.
The council’s objectives are to:


Be a leading business advocate on sustainable development;



Participate in policy development to create the right framework conditions for
business to make an effective contribution to sustainable human progress;



Develop and promote the business case for sustainable development;



Demonstrate the business contribution to sustainable development solutions
and share leading edge practices among members;



Contribute to a sustainable future for developing nations and nations
in transition.
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Managing

climate change:
Doing everything,
everywhere for a very long time

I

t may be, as many claim, showtime for energy and climate, but
what is the plot? There is much talk of tipping point and
watershed, but which way are we tipping and on which side of
the ridge will the water be shed?

Without serious policy shifts we may be heading toward the double crisis of energy
insecurity and climate change, Fatih Birol, Chief Economist of the International Energy
Agency, told a WBCSD Liaison Delegates meeting in Montreux, Switzerland in March.
Yet Gregory Manuel, International Energy Coordinator for the US State Department,
described to a WBCSD meeting in Washington DC a few months later a positive
“watershed moment” involving the combination of a growing consensus in the US,
high oil prices pushing India and China toward efficiencies, lower-carbon substitutes
becoming more competitive, and management talent and capital markets “colluding
to identify and take advantage of new opportunities.”

Controversy remains, but there are growing elements of clarity. As Karsten Sach,
German Environment Ministry and European Union representative in the G8 process,
told the Montreux meeting, “The science is clear.” He also argued that the
macroeconomics are clear with prevention now costing a good deal less than
adaptation later: 1% of GDP if we act now and 5-20% if we wait.

“Prevention now costs a
good deal less than
adaptation later: 1% of
GDP if we act now and
5-20% if we wait.”

“Treat the earth as if
we intended to stay.”
2
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While it is trite to note that energy and climate (E&C) issues offer business
opportunities and challenges, it is interesting to realize that for business the
opportunities are mostly now, while the severity of the threats and challenges will
increase over time.
Companies can seize opportunities now by developing products and services to both
mitigate and adapt to climate change, and profit from all the first-mover advantages.
Later will come the deeper challenges of changes in weather systems, extreme
weather events, losses of ecosystem services, high insurance prices, water scarcities
and new energy and carbon regulations.
Halldor Thorgeirsson of the UNFCCC, the United Nations climate change body, told
the companies represented at the Montreux meeting to “be brave and demonstrate
that this is a solvable problem. Many are not aware of the solutions that are possible.”
He added that the public was looking to business for solutions and that business
should take advantage of this situation.

This issue of Sustain is full of examples
of what our members are doing to
provide solutions in the E&C arena,
from harvesting methane from cow
manure to providing new climate
insurance packages.

In a note to WBCSD members in midyear, Stigson tried to bring more clarity
to the debate by comparing what he
saw as the necessities of managing
climate to what was available. Results
were mixed.

The range of approaches is important
because the 14 panelists at the
Washington meeting in late June
generally concluded that the E&C
challenge would require a bit of every
type of solution: economic (cap and
trade carbon markets, fees and taxes),
regulatory (standards and other forms
of limits) and technological (carbon
capture and storage and new and
renewable forms of energy).

He noted that the first need is a
common perception that we have a
problem that must be addressed with
some sense of urgency. Climate change
may be at a tipping point, but it would
be an exaggeration to say that this is a
universally shared realization. Second,
we need a willingness by governments
to actually do something about it. That
belief is lacking, as politicians do not yet
see climate as a decisive election issue.

Solutions have to be global, and a few
of the Washington panelists argued that
a carbon constrained market in Europe
and the US would entice countries like
China and India into carbon limitation
strategies. And all of this would be
needed over a very long period. As
WBCSD Chairman Travis Engen told the
meeting, “five or ten years is just not
going to cut it.”

Third, we need, but lack, a feeling that
there is an equitable sharing of the costs
for solving the problem. The fourth
need is realistic options for solutions, for
example technologies that can create a
more resource-efficient economy and/or
can eliminate greenhouse gases, such as
carbon capture and storage. We do
seem to possess an effective arsenal of
technology options.

This led one member of the audience to
observe afterwards: “The consensus
seems to be that to lick climate change
we are going to have to do everything,
everywhere, for a very long time.”
Phil Sharp, President of Resources for
the Future and himself a former
Congressman, cast some cold water on
the consensus by saying that a
politically agreed energy price rise “is
just not going to happen.”
He echoed a worry often voiced by
WBCSD President Björn Stigson, telling
the largely business audience that
“business has not put on the table a
concrete set of proposals that include
action by business.” Political leaders
often ask Stigson what business can and
is willing to do in the climate arena, and
he admits that a clear answer is not
available. Thus when lawmakers finally
decide to act, they will see no reason to
consult business. This concern was
reflected in the Washington meeting.

Fifth, we need the tools to implement
these options: regulations, standards,
economic instruments, voluntary
actions by citizens and business, etc. We
do possess those tools, but need the
political will to use them. Sixth, we need
funding for actions like technology
development and deployment, as well
as restructuring societal infrastructure.
Such funding is lacking, but it could be
provided if it was a political priority.
Seventh, we need a willingness on the
parts of all economic actors to change
behavior toward more sustainable
lifestyles. This will depend on a number
of the above-mentioned factors, but also
on whether the actions are “profitable”
within the prevailing economic
paradigm. For this to be the case, there
must be realistic prices for the use of
resources, as well as costs for the
pollution caused.

society – governments, business and
civil society. Such cooperation is lacking.
It is an alarming report card.
However, though the G8 summit in
June made no breakthrough, it did
seem to suggest that governments are
beginning to think along the lines
suggested in the WBCSD’s Policy
Directions to 2050 publication. These
approaches include an agreed longterm global goal with intermediate
targets. Also involved is the addition
of more “bottom-up” efforts to the
largely top-down approach of the
Kyoto Protocol, as energy decisions
are made locally and energy policy is
made nationally.
Sector approaches, especially those that
are big energy users and polluters such
as iron, steel and cement, are also
getting a lot of attention inside and
outside of G8 deliberations. The
Council’s own Cement Sustainability
Initiative is looking into a sector effort by
the cement industry.
The G8 Declaration said that “climate
change will require a diversity of
approaches to take into account
differing circumstances,” another theme
of our own publications. And we have
also argued forcefully that there is an
urgent need to provide the international
business community with a predictable
and long-term perspective and to
strengthen and extend market
mechanisms, a point made in the G8
Declaration.
As the E&C show moves toward the
next UNFCCC climate change meeting
in Bali in December 2007, the WBCSD
continues to advocate its bottom-up
approach wherever and whenever
possible. And our members continue to
try to follow the advice given by World
Conservation Union Director General
Julia Marton-Lefèvre in Montreux: “Treat
the earth as if we intended to stay.”

Eighth, we need constructive
cooperation between the key parts of
Sustain issue 28 July 2007
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Village shop
at dusk lit by
solar lamps

Energy for
development:
Local projects, large impacts

20% of the

global population
is without domestic
electricity.

It would be a

tragedy if the
development
of the developing
world was based on
fossil fuels, as
was the development
of the richer nations.

E

nergy is vital for
development. It is essential to
fuel industry and power
infrastructure. At the same
time, access to energy is a key
indicator of human
development. It is necessary
for basic services such as
domestic heating, lighting and
food preparation, and for the
delivery of food, fresh water,
education and healthcare.
Despite this, an estimated 20% of
the global population is without
domestic electricity. Still more
people rely on non-commercial
biomass. In many areas, industries,
schools and hospitals are at the
mercy of sporadic power supplies
and regular power outages. Yet a
survey by the African Development
Bank showed that 28 African
countries spend more than 10% of
their total import bill on oil.
At the same time, the use of fossil
fuels like coal and oil is changing the
climate in ways that will most
disastrously affect the poorest people
in the poorest countries. It would be
a tragedy for these people and
nations, and for the globe, if the
development of the developing world

4
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were based on fossil fuels, as was the
development of the richer nations.
If equitable and sustainable
development is to be achieved, and
standards of living to which populations
aspire or have grown accustomed
maintained, then innovative technology
will be needed to achieve energy
efficiency and provide clean, renewable
sources of energy.
Business is playing a growing role in
bringing energy solutions to lowincome populations, an activity that
represents an important business
opportunity.
It was this realization that motivated the
creation of the Global Village Energy
Partnership (GVEP). Launched in the
wake of World Summit on Sustainable
Development in 2002, GVEP was
created to transform the manner in
which the development community
tackles access to energy and to promote
social and economic development in
urban and peri-urban areas in
developing countries through
facilitating access to modern energy
solutions. Based in London, GVEP is
registered under the UK Charities Act. It
receives funding from governments and
international development agencies and
works in partnership with private sector
companies, including EDF and Shell.

After an initial four-year period spent
looking at policy issues, GVEP has
moved to implement its energy policies
through building energy supplies and
infrastructure. Specifically, the
organization is involved in the
development of products and services
in collaboration with its partners,
including partner project pipelines, the
development of actor mapping,
bundling of small projects, for example
carbon offsets, and building expertise in
monitoring and evaluation.
The GVEP partnership operates within a
business culture and is active globally.
It has initiated projects in Latin America
and Asia, where it is involved in
building energy supply chains, working
with local companies on the delivery of
energy solutions, and investing in small
and medium enterprises (SMEs). In
Africa, using a US$ 30 million grant
received from the Russian Federation,
GVEP has been providing business
development assistance, using funds to
make grants to SMEs, and financing
energy producing and consuming
SMEs. Recently, GVEP has been
investigating the possibility of engaging
in microfinance, a move inspired by the
need to reduce high transaction costs.
This project is still in its infancy
and GVEP is currently
exploring the need to
link with banks as
depositories for
funds.

GVEP has agreed to form a strategic
partnership with the WBCSD to explore
energy solutions in poorer regions.

and solar resources. The project is
concentrating on smaller power units
rather than large power plants.

The partnership plans to scale up its
project activities and to concentrate
on SME development and capacity
building. It will also work to bring
donors and the private sector together
to increase the number of cofinancing projects.

USAID pledged to provide
US$ 600,000 to fund this program,
while GE will provide US$ 2.7 million in
direct and indirect funding through its
network of experts and other partners.
Experience gleaned from these pilot
projects will help identify and scale up
successful rural electrification models,
thereby helping the Indian government
honor its pledge to provide “power for
all by 2009”.

Public-private partnerships are
becoming an increasingly popular
mechanism to provide energy solutions
in developing countries. As part of its
Ecomagination program, GE has
partnered with USAID and the Indian
government in a project to bring clean
and affordable electricity to rural
communities in India. It is estimated
that 56% of the 700 million rural
inhabitants lack adequate and/or
reliable power supplies. The two-year
pilot project, launched in January 2006,
seeks to provide four village clusters in
India with access to clean energy
through GE power generation
technologies that use biomass, wind

Similarly, BP has been investigating the
use of “base of the pyramid”
approaches to market products to
low-income customers. BP and partners
have recently developed a cooking
stove that integrates a liquefied
petroleum gas and biomass burner for
low-income Indian homes. The aim is
to reach 3 million households by 2008.
BP plans to distribute the appliance
through local suppliers, creating
business opportunities while providing
cheap and affordable energy products
to low-income families.
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Chevron and Holcim

Innovation for endangered species
Why would a global energy
company want to become the
founding member of a business
group to help a non-governmental
organization (NGO) list threatened
plant and animal species?
“Chevron believes that conservation
organizations, government and the
private sector all need scientifically
credible information about the status of
sensitive species to make the best
decisions around biodiversity
conservation. We strive to operate
compatibly with biodiversity conservation
goals,” says Patrick O’Brien, an
environmental scientist at Chevron.
He adds that the project by the World
Conservation Union (IUCN) “to upgrade
its data management capability for Red
List species information and make that
information more broadly available
will help us, and many others in
industry, improve planning and
decision-making to achieve that
objective. In the process, we hope the
project will also promote greater
awareness and concern about issues of
species endangerment and the need for
conservation.”
There are many lists of threatened
species, but the IUCN Red List of
Threatened Species, done with other
NGO partners, is the gold standard –
and growing alarmingly fast. The 2004
list had 15,589 species in various states
of peril. The 2006 list had 40,117. Onefourth of all mammal species are
endangered, one-third of amphibian
species, and one-eighth of bird species.
The Red List website (www.iucnredlist.org)
is a fascinating place used by scientists,
educators, governments, foundations,
companies and NGOs, but in the words of
Jane Smart, head of the IUCN Species
Programme, “We are using cranky old
tools.” All the effort has gone into getting
the list right, rather than making it hightech and user-friendly.
6
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So IUCN is setting up a Red List Corporate
Support Group, which Chevron was the
first to join. Each company – only 10
founding members allowed – will pay
US$ 40,000 a year for three years. Year
one will be devoted to developing
infrastructure and tools to improve the
website; the second year will be devoted
to improving the site for specific business
sectors, and the third to implementing Red
List business-specific analysis products.

Recent extinction
rates are 50 to 500

For example, the global cement company
Holcim, the second to sign up, has
limestone quarries in karst ecosystems
throughout the world. It would be helpful
if the company could track the
endangered species in these ecosystems
in different climatic zones.

Members of the Red List Corporate
Support Group will also be putting
their logos on a website with 5,000
visitors per day.

In fact, Holcim has signed a cooperation
agreement with IUCN to work jointly on
larger ecosystem conservation and
biodiversity issues relevant to the building
materials sector.
This strategic alliance on biodiversity
conservation, bears four main areas of
collaboration:
■

Review and assessment of Holcim’s
approach to biodiversity conservation
management;

■

Development of a comprehensive
biodiversity policy and strategy;

■

Identification and development of
joint initiatives supporting sustainable
livelihoods and biodiversity
conservation;

■

Promotion of good practice by
sharing the learning with the wider
industry and conservation
communities.

“The engagement with IUCN is driven by
the conviction that biodiversity
conservation issues will play an ever more
important role in our long-term resource
and reserve strategy,” says Markus
Akermann, CEO of Holcim. “IUCN and its
network provide biodiversity expertise and
enable Holcim to work more closely with
relevant stakeholders across the world.”

times higher

than the extinction
rates in the fossil
records.

“Being members will allow companies to
assess the potential environmental
impacts of their operations, plan
mitigation strategies, and better
communicate their environmental
performance to shareholders, customers
and employees,” says Dr. Smart.
It is surprising how little is known about
the planet’s species. Vertebrate species
are fairly well documented, with about
40% assessed. But a great deal less is
known about freshwater and marine
species and the living things in
biodiversity hotspots such as tropical
forests or the ocean’s depths.
Recent extinction rates – rates over the
past 100 years – are 50 to 500 times
higher than the extinction rates in the
fossil records.
Grim as its news is overall, the Red List
also contains good news of species
once thought extinct being
rediscovered, or species once extinct in
the wild being successfully reintroduced
to wilderness areas.
A bird classified as the Large-billed Reedwarbler was discovered in India in 1867.
But only one example was ever found…
until 2006, when a second was found at a
wastewater treatment facility outside of
Bangkok. Now a race is on to find the
main breeding area for the bird.

Deforestation
in Brazil

Energy
and

forest

ecosystems

T

here are strong links between the WBCSD’s new Ecosystems
Focus Area and the Council’s work on energy and climate.

The challenge is to

manage energy
systems and
ecosystems in ways
that make them

mutually
supportive.

The impact of human
and industrial activity
on ecosystems,
particularly to meet

energy
requirements, is
not in doubt.

The Council has already done a fair amount of work on forests. The forest ecosystem
therefore forms the backbone of this article. However, other ecosystems are no less
important. Some ecosystems are the primary sources of energy that powers
livelihoods – for example wood for cooking and heating in many developing
countries. At the same time, current energy demands are hurting ecosystems and
threatening their ability as providers, such as expanding hydropower impacting river
systems and wetlands. The challenge therefore is to manage energy systems and
ecosystems in ways that make them mutually supportive.
The carbon from fossil fuel use appears to be changing rainfall patterns and thus
causing increasing desertification and crop failures, while rising sea temperatures
seem to have led to a bleaching of coral reefs.
At the same time, ecosystems influence climate. Land-use changes like deforestation
lead to increasing CO2 emissions. Part of the solution lies in decarbonizing the
global economy through the development of clean renewable technology. Another
part of the solution rests in valuing and protecting ecosystems so that they can
continue to provide their services sustainably. For instance the sustainable
management of forests so that they can continue to sequester carbon and deliver
other critical services like water quality, habitat and erosion control, as well as fiber
for both forest products and “carbon neutral” energy.
The development of crops for biofuels, if unrestrained, could have devastating
effects on ecosystems. The production of palm oil is rapidly becoming the single
largest cause of deforestation in Indonesia, while in Brazil the intensive cultivation
of soybeans and sugarcane for ethanol is having similar impacts on the Amazon
rainforest and the Mid-Atlantic rainforest. Competition between food and fuel
crops will likely lead to greater pressure on ecosystems, including water services.
Comprehensive energy policy frameworks are needed to regulate this and
encourage greater use of sustainably produced biomass energy.
Greater effort is needed to increase the sustainable management of the world’s
forests, especially in developing countries where large-scale deforestation needs
to be curbed to protect ecosystems, mitigate the impacts of climate change and
reduce forest carbon emissions. International funding mechanisms, additional to
Sustain issue 28 July 2007
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the Clean Development Mechanism
(CDM), which might allow developing
countries to receive payments for
carbon sequestration services if they
avoid significant deforestation, are
under discussion and development.
Nations need forest policies that
recognize and value forests as a
critical resource, policies that must be
more effectively enforced. Avoiding
unsustainable competition for forest
fiber and removing subsidies that
encourage forest conversion for crop
cultivation, including biofuels, should
be early policy priorities.
Development agencies and the private
sector can also play a role via
investments in new sustainable
forestry projects and in building the
capacity of local forest governance
systems. Using tree plantations to
maximize environment benefits – such
as taking pressure off natural forests –
and local livelihood opportunities,
while also providing fiber for products
and energy on an eco-efficient basis,
can play a role here.

The global energy challenge offers the
possibility for the introduction of new
technologies and products that can
serve as substitutes for ecosystems
goods and services, help restore
ecosystems or increase efficiency of
their use. It also offers a chance to
open up new markets such as water
quality trading, certified sustainable
products, or wetland and threatened
species banking.
Market mechanisms like certification
and trading could be applied to
ecosystems and their services to
support sustainable consumption
levels. New businesses such as
ecosystem restoration, or
environmental asset finance or
brokerage could also emerge. All
these would create new revenue
streams for currently unrealized
assets, such as wetlands or forests.
The impact of human and industrial
activity on ecosystems, particularly to
meet energy requirements, is not in
doubt. As the same time, the role of

Encouraging the wider use of
sustainable forest management
standards is important. The industry
should be encouraged to further
develop and implement forest
management and process
technological improvements to
increase the volume of sustainably
produced fiber for raw materials and
biomass energy. Public policies could
promote an increase in the recovery
of wood and paper products for
energy and production needs and the
substitution of sustainable forest
products over non-renewable,
energy-intensive alternatives.
Where there is challenge, there is
opportunity. Corporations that factor
these risks into their operations will be
able to take advantage of these
opportunities and gain competitive
advantage while contributing to
efforts to reverse ecosystem
degradation.

8
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Sugarcane
plantation

ecosystems in meeting these demands
is crucial. The challenge lies in ensuring
the sustainable management of
ecosystems to fulfill energy demands
while ensuring that energy use and
consumption do not lead to a greater
decline in already fragile ecosystems.
This challenge requires concerted
action on the part of governments and
business. Governments need to
implement enabling policies and create
frameworks to encourage ecosystem
protection while ensuring that energy
requirements are met. At the same
time, these policies must seek to
guarantee equitable energy access.
Business can contribute through the
development of clean, renewable
technologies to meet global energy
demands.
For the WBCSD the challenges and
opportunities presented by the
competing demands of energy
systems and ecosystems will require a
coordinated approach spanning its
energy, development, forestry, water
and ecosystem work areas.

American Electric Power

Digging into sustainable development
American Electric Power is
turning what some people may
consider an unlikely business into
an opportunity to clear the air.
The electric utility holding company,
based in Columbus, Ohio, is one of the
largest producers of electricity in the
United States, as well as one of North
America’s largest consumers of coal. With
more than 38,000 megawatts of
generating capacity, the majority of it
coal-based, the company’s leaders
acknowledge that reducing their carbon
dioxide emissions will be a challenge.
As it considers ways to reduce or offset its
considerable greenhouse gas emissions, it
is turning to livestock manure. AEP
announced in June that it will acquire 4.6
million carbon credits between 2010 and
2017 from Environmental Credit Corp.,
which will work with farmers to capture
and destroy methane from as many as
200 farms.
Decomposing livestock waste emits
methane, a greenhouse gas that is 23
times more potent than carbon dioxide,
explains Dennis Welch, AEP’s senior vice
president of environment, safety and
health. AEP has contracted with
Environmental Credit Corp., a leading
supplier of environmental credits to
global financial markets, to capture and
destroy methane from approximately
400,000 head of livestock.
Environmental Credit will work with
farmers to build manure lagoons. Large
tarps will cover the lagoons to capture the
methane. Once captured, it will be
burned and converted to less damaging
carbon dioxide.
Methane from livestock manure accounts
for 0.6 % of total GHG emissions in the
United States.
Methane capture will be just one of many
programs AEP will use to reduce GHGs.
“The methane offset program is one piece
of a comprehensive strategy to address
our greenhouse gas emissions,” said

Michael G. Morris, AEP Chairman,
President and Chief Executive Officer.
“While we remain fully committed to
making on-system reductions in emissions
from our fleet – including building the
next generation of clean, coal-gasification
plants, validating technology to capture
and store carbon from existing coal
plants, and investing in new renewable
generation – offset programs are an
important part of a complete carbon
strategy.
“Methane capture programs from
livestock farms offer significant benefits.
Not only do they reduce the impact of a
highly potent greenhouse gas, but they
also reduce odor and pest issues and
provide a new source of income for
farmers who often struggle with razorthin margins. A farm with 2,000 head of
livestock could receive US$ 105,000 or
more during the 10-year agreement.
Because we see the issues that farmers
face in our 11-state service area, we’ve
also required that more than half of the
credits that we purchase through this
agreement come from projects on farms
located within those 11 states.” AEP’s 5.1
million customers are in Arkansas,
Indiana, Kentucky, Louisiana, Michigan,
Ohio, Oklahoma, Tennessee, Texas,
Virginia and West Virginia.
While AEP is pursuing offsets, many of its
more ambitious projects relate to the
direct capture of carbon dioxide from its
plants. In March, it announced plans to
test and deploy a chilled ammonia carbon
capture process developed by Alstom.
The process will be tested at its
Mountaineer Plant in West Virginia in
2008. If the process works as expected, it
will be deployed as a production module
on a 450-megawatt unit at the
Northeastern Plant in Oklahoma by 2011.
The gas captured in West Virginia will be
injected into deep geologic formations. In
Oklahoma, it will be used for secondary
oil recovery.
Alstom’s system captures CO2 by isolating
the gas from a plant’s other flue gases
and can significantly increase the

efficiency of the CO2 capture process. The
system chills the flue gas, recovering large
quantities of water for recycling, and then
uses a CO2 absorber in a similar way to
absorbers used in systems that reduce
sulfur dioxide emissions.
AEP also is looking at a second
technology, called oxy-coal combustion,
being developed by the Babcock &
Wilcox Co. in conjunction with
American Air Liquide Inc. Oxy-coal
combustion uses pure oxygen for the
combustion of coal. Current generation
technologies use air, which contains
nitrogen that is not used in the
combustion process and is emitted with
the flue gas. By using pure oxygen, oxycoal combustion excludes nitrogen and
leaves a flue gas that is a relatively pure
stream of carbon dioxide ready for
capture and storage.
The oxy-coal combustion process will use
a standard, cryogenic air separation unit
to provide relatively pure oxygen to the
combustion process. This oxygen is mixed
with recycled flue gas in a proprietary
mixing device to replicate air, which may
then be used to operate a boiler designed
for regular air firing. The exhaust gas,
consisting primarily of carbon dioxide, is
first cleaned of traditional pollutants, then
compressed and purified before storage.
B&W will complete a pilot demonstration
of the technology this summer at its 30megawatt (thermal) Clean Environment
Development Facility in Alliance, Ohio. If
proven feasible, the technology is
expected to be in service on an AEP plant
in the 2012-2015 time frame.
AEP will also add 1,000 megawatts of
wind capacity, adding to the 311
megawatts it already owns. Through its
participation in the Chicago Climate
Exchange, AEP also is on schedule to
reduce or offset carbon dioxide emissions
by a cumulative 46 million metric tons by
2010. As demand for energy increases
and new plants are built, technologies of
the future, such as oxy-coal, chilled
ammonia and even manure, could all
play a role in enhancing sustainability.
Sustain issue 28 July 2007
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Deforestation
in the
Amazon

Fueling

biodiversity
Some of these biofuels
require almost as

much energy to
produce as they

T

he Netherlands is one of the biggest importers of palm oil for
biofuels. However, recent studies illustrate that harvesting oil from
Southeast Asia, in particular Indonesia and Malaysia where 85% of
commercial palm oil is grown, causes major carbon emissions
through the destruction of rainforests and the draining and
burning of peat land.

offer as fuels.
“As a biofuel, it’s a failure,” said Marcel Silvius, a climate change expert for
Wetlands International, in an interview with the Associated Press.

The challenge remains to
create the enabling

factors for
biofuels to enhance
biodiversity.

Even though global efforts to decrease greenhouse gas emissions are increasingly
concentrating on biofuels, numerous energy companies have put on hold plans
to switch to palm oil. They are actually homing in on other solutions, including
the possibility of moving towards so-called “second generation” biofuels that go
beyond palm oil, corn (maize) and sugarcane as feedstocks.
First generation biofuels can degrade biodiversity because they traditionally use
grains (wheat, corn, soybean), sugarcane and palm oil grown on the cleared
forest land of wetlands. Some of these biofuels require almost as much energy to
produce as they offer as fuels. They can affect food security as choices are made
between using a crop as food or fuel, and because using farmland to plant for
fuels can make food crops scarcer and more expensive. This could bring food
shortages to poorer countries that rely on food imports and food aid.
The race to produce biofuels is also driving up land prices. As land prices go up,
people who cannot prove tenure are pushed off their land to make way for
commercial exploitation, as is happening in Brazil.
While first generation biofuels focus on corn and sugar and do not use all of the
plant, second-generation biofuels use more of the feedstock, including the
waste, to generate the fuel. The technology allows fuel to be made from any
plant material.
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“You can exchange food for energy,”
said Fernando Almeida, BCSD Brazil
(CEBDS) at the WBCSD’s March
Liaison Delegates meeting in
Montreux, Switzerland, but “be very
careful, for when you solve a problem
for one side of the world, you create
problems for another.”
Cultivation of biofuels also brings with
it risks of soil erosion, soil compaction,
nutrient leaching, water use, declining
crop diversity, and declining farmland
diversity. Forestry risks stem from the
conversion of forestland to
agricultural uses, leading to species
loss, habitat loss/fragmentation,
declining site fertility, soil erosion and
declining forestry diversity, not to
mention competition for resources
from other industry sectors that rely
on forests for their primary products.
Similarly, there is the question of the
amount of virtual water required to
produce biofuels. For example,
according to www.waterfootprint.org,
as much as 1,300 liters of water are
required to produce 1kg of wheat.
However, second generation biofuels
could be used to increase biodiversity
and help restore prairies, as flowering
plants provide more useable energy
per acre than corn fuel ethanol or
soybean diesel and are far better for
the environment. According to some
estimates, prairie flowers provide
238% more bioenergy on average

when there is a diverse mixture rather
than a single species. The shift from
annual to perennial crops also reduces
the need to plough and till the fields,
reducing the agricultural risks.
But “it will take second generation
technology to make that work ... and
it’s about commercializing that science,”
said WBCSD’s George Weyerhaeuser,
also at the Montreux meeting.
The second generation biofuels
market could encourage forest
landscape restoration through cleaner
water, timber production and nature
conservation, rather than simply
maximizing tree cover on individual
forest sites. Opportunities include
incentives for forest landscapes by
keeping forest land in forests and
returning degraded agricultural lands
to forest, which is good for nature
conservation and clean water
production, and reducing fire risk by
getting rid of the fuel buildup in the
understory (the area of a forest which
grows in the shade of forest canopy).
But the challenge remains to create
the enabling factors for biofuels to

enhance biodiversity. Some of these
enabling factors include:
■

Environmental guidelines;

■

Planning processes to promote
environmentally beneficial
cropping and forestry;

■

Certification to inform
intermediary buyers and endconsumers, thereby enabling
differentiation in the marketplace
and allowing people to make
informed choices;

■

Technological innovations to get
to the second generation quicker.

The standards should be appropriate
for and applicable to all feedstocks,
practical to implement and use, and
cover the full life cycle. An energy
company such as BP could have a role
in doing an objective, thorough life
cycle analysis of biofuels through its
US$ 500 million energy bioscience
institute based at the Universities of
Berkeley and Illinois. “One option is to
pursue regulation… another is to
create market value and let customers
differentiate to marginalize the nonsustainable processes,” said IUCN’s
Andrea Athanas, also in Montreux.

Prairie flowers provide

238% more
bioenergy on average
when there is a diverse
mixture rather than a
single species.

Palm oil
plantation
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Climate action
region by region
It is important to build a
global action program
bottom up based
on national and
regional actions.

Improving energy
efficiency is one of
the easiest ways to

increase profits
and reduce costs.

G

rowing demand for energy is encouraging companies around
the world to seek innovative ways to meet needs and at the same
time respond to the challenge of climate change.
The WBCSD’s Policy Directions to 2050 publication argues for the importance of
building a global action program bottom up based on national and regional
actions. This is where the WBCSD’s Regional Network comes in.
The Network, which unites almost 60 partner business organizations around the
world, offers a wealth of local experience that could, and often does, inform the
global policy-making arena. Many partners are active in advocating for
predictable long-term framework conditions and in brokering the partnerships
required for business to invest in a sustainable energy future.
For example, the Council’s Regional Network partner in South Africa, the National
Business Initiative (NBI), facilitated a pioneering partnership between government
and business to catalyze the efforts of companies in South Africa to use energy
efficiently and consequently contribute to climate change mitigation.
Twenty-four companies, seven industry associations and the Minister of Minerals
and Energy signed the Energy Efficiency Accord in May 2005 (at present 39
companies have joined). This is a voluntary effort to help the national
government implement its National Energy Efficiency Strategy: a 15% reduction
in final energy demand for the industrial sector by 2015 and a 12% improvement
in energy efficiency for the nation as a whole by the same date.
“Improving energy efficiency is one of the easiest ways to increase profits and
reduce costs, and delay the building of new power stations. Experience has
shown that, in many cases, 10% of energy costs can be saved without any capital
expenditure,” says Minerals and Energy Minister Buyelwa Sonjica.
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The signatories embrace a wide range
of industry sectors including those
whose contribution can make the
greatest impact – mining, cement,
petroleum, steel, automotive, paper,
chemicals, tobacco and banking.
Some 47% of the country’s energy
consumption comes from the industry
and mining sector.
South African business realized some
time ago that the success of the
political transition from apartheid to
democracy must soon be followed by
a successful socio-economic transition.
As NBI CEO Andre Fourie states:
“Business has to play an important
role in bringing about change in the
present consumption and production
patterns and finding ways to de-link
economic growth and resource
consumption. […] The accord gives
individual companies and industry
associations an opportunity to play a
leadership role through a voluntary
commitment. It acknowledges and
reflects government recognition of
the willingness of industry to
participate and engage. It also
provides scope for further dialogue
between government and business on
other environmental issues.”
Two years after the launch, companies
are producing case studies on their
efforts and organizations are
developing practical guides. An
Energy Efficiency Technical Committee
comprising representatives from both
industry and government has created
monitoring and verification systems, a
key component in helping companies
measure the effects of energy
efficiency improvements.
Similar initiatives abound around the
Network. Since 1996, the Business
Environment Council has helped
initiate and implement the Hong Kong
Building Environmental Assessment
Method, a voluntary program in
which industry measures, improves
and labels the environmental
performance of the design,

construction and operation of
buildings (www.hk-beam.org.hk).
BCSD New Zealand has put forward a
set of policy initiatives including its
analysis of climate change and
economic incentives to encourage the
uptake of low-emission and low-fueluse vehicles that is now under
consideration as part of the
government’s climate change policy
review (www.nzbcsd.org.nz).
Philippines Business for the
Environment is complementing the
efforts of the government to raise
awareness and address the waste
management challenge facing the
mega city of Manila by promoting
waste collection, reuse and markets in
shopping (super) malls
(www.pbe.org.ph).
The Thai BCSD, in association with the
Ministry of Industry, initiated its
“Green Label” project in 1993 to
identify and certify products having
the least detrimental impact on the
environment. More than 145 products
from 32 companies representing 20
different categories of products have
been awarded the label
(www.tei.or.th/tbcsd).
The Brazilian BCSD is part of a
national Cleaner Production Network,
a network with 18 centers providing
support to SMEs in capacity building
and in implementing eco-efficiency
projects (www.cebds.org).
Entreprises pour l’Environnement in
France has developed tools for
companies to quantify, report and
verify greenhouse gas (GHG)
emissions-related activities in the
transport and waste management
sectors. In order to create an
internationally recognized and
consistent approach to GHG
accounting, the methodology used in
both modules is compatible with the
accounting and reporting standards
developed by the WBCSD/WRI GHG
Protocol initiative (www.epe-asso.org).

Stimulated by the UK Government’s
2010 renewable energy target of
10%, BCSD UK is encouraging and
supporting its member companies to
enter the supply chain for wind
energy components through
innovation and product development
(www.bcsd-uk.co.uk).
BCSD Ecuador entered an alliance with
the Andean Center for Economics in the
Environment to promote GHG
reduction projects within the country’s
business community. The partnership
provides services to companies wishing
to get a project approved by the
UNFCCC under the Kyoto Protocol’s
Clean Development Mechanism
(www.cemdes.org).
BCSD Honduras and the Central
American Bank for Economic
Integration concluded last February a
trust fund of US$ 700,000 (called
FOPESIC) to finance energy efficiency
projects in the Honduran industrial
and commercial sectors. It will allow
companies to submit projects up to
US$ 100,000 to acquire new
technologies or finance technical
feasibility studies (www.cehdes.org).
US BCSD member companies
representing the entire biofuels supply
chain are working with technical
experts from the US Department of
Energy to demonstrate the economic
and technical feasibility of converting
woody waste streams into fuel oil that
would be introduced into existing
refineries along with crude oil
(www.usbcsd.org).
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Allianz

Adapting to climate change
From a banking perspective, new
liabilities resulting from legal obligations
associated with the Kyoto Protocol and
the EU’s emissions trading scheme could
create credit risks as they impose
compliance costs on the utility sector
and energy-intensive industries. These
additional costs are business risks that
might reduce the competitiveness of
carbon-intensive business clients due to
higher mitigation costs.

Allianz, an international financial
services provider, sees climate
change as offering risks and
opportunities both for itself and
its clients.
It believes it has a two-fold
responsibility: “on the one hand, we
need to prepare our company for the
negative effects that climate change may
have on our business and on our
customers. On the other hand, we can
significantly help mitigate the economic
risks and enter the low-carbon economy
by providing appropriate products and
services,” says the company in a
Greenhouse Gas Emissions
Questionnaire.
Climate change will affect its business
lines such as property insurance, the
marine aviation business line, and life
and health insurance. Climate policy
could have repercussions on casualty
insurance, investments and asset
management. These risks must be taken
into account when making decisions on
insurance underwriting, investments or
lending credit.
Climate change will influence
underwriting and product development
in insurance. It and policies to manage it
will affect the various business areas of
Allianz through the risks they accept
from their clients in insurance, bank and
asset management, as well as affecting
Allianz as an investor.
14
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Diverging climate policies with different
compliance costs in different countries
might affect the competitiveness of global
companies.
In the area of equities, climate change is
an issue that must be considered at
company levels in terms of weather
impacts, regulation and reputation. In
insurance, the incorporation of new
climate-related regulations in Allianz risk
management (e.g., EU Flood Directive)
will require further monitoring.
The opportunities presented by climate
policy include new products and
services such as emission trading
brokerage and consulting.
In order to address the financial and
strategic impact of regulation now and in
the future, the Allianz Climate Action Plan
has 17 objectives, among them:
■

Developing climate change
management infrastructure within
Allianz Group;

■

Integrating climate change issues in
company guidelines;

■

Enhancing climate change risk
management;

■

Assessing the potential of new
climate-related business opportunities;

■

Assessing the potential of and
fostering engagement in climaterelated investments;

■

Fostering engagement in political
support for emissions trading;

■

Assessing the company’s own GHG
emissions footprint and setting a goal
of a 20% absolute GHG-reduction by
2012 (base year 2000).

Allianz believes that the severity and
frequency of natural disasters have
increased as a result of a changing
climate, with climate change increasing
the potential of property damage at a rate
of 2-4% per year.
The company has created an insurers
agenda for action:
■

Gather information on future climate
risks and thereby better predict and
underwrite climate-associated risks;

■

Control exposure to natural
catastrophes and other climate-related
risks by developing adequate risk
assessment tools such as flood zoning
and establishing expertise for natural
catastrophes;

■

Upgrade risk assessment methods
such as identifying potential new
liabilities from carbon emissions or
using environmental due-diligence
screening of a company;

■

Develop risk management expertise
regarding low-carbon technologies
jointly with industrial clients to
develop new products supportive of
low-carbon technology.

Allianz has pledged to increase investments
in renewable energies by 300 to 500
million euros over the next five years. The
company will manage the issue at board
level and examine carbon risks in banking,
asset management and insurance, and has
created a “Climate Core Group”.
The company also has developed a
strategy to reduce the CO2 emissions of its
operations. The Group’s Code of Conduct
says: “In the course of their work
employees must strive to safeguard natural
resources and to ensure that the potential
negative impact of internal operations on
the environment is reduced as far as
possible through resource saving and
energy efficient planning, construction and
operation of buildings and by avoidance,
reduction and recycling of waste materials.
Every employee should take ecological as
well as social criteria into consideration
when procuring suppliers, advertising
material and external services.”

Global
media
warming

T

he media coverage of sustainable development issues in
general and energy and climate (E&C) issues in particular has
been unprecedented through much of 2007. Not only have there
been record amounts of it, but the stories suggest huge changes
in the ways in which governments, companies and individuals
approach energy issues.
The WBCSD’s Montreux meeting
began on March 19, and on the same
day the Council published its weekly
E&C e-newsletter. Below are
summaries of the articles it contained.

concerns, the US utility TXU of Texas
said it would build two coal
gasification plants that will capture
carbon, Environmental Finance
reported.

China must adopt a more sustainable
model for development “as soon as
possible” or risk serious
environmental and economic fallout,
top Chinese officials said, according to
an AFP report.

Environmental Finance also reported that
the volumes in the global carbon
market are set to grow 50% this year,
according to analyst company Point
Carbon. It expects some 2.4 billion
tonnes of carbon dioxide equivalent to
be traded in 2007, up from 1.6 billion
tonnes in 2006, according to the
company’s Carbon 2007 report.

AFP also reported that in an effort to
kick-start stalled talks on climate
change, the world’s 13 major
industrialized and emerging
economies found seven broad areas
of accord for tackling global warming
and its effects during a two-day
meeting.
The government of Singapore
announced plans to invest more than
US$ 110 million to develop a “clean
energy” industry with solar energy as a
key area of research.
After canceling eight coal-fired power
plants due to environmental

Climate change is of real concern in
all parts of the world, but there is
disagreement over whether the
problem is urgent enough to require
immediate, costly measures or
whether more modest efforts will be
satisfactory, according to an
international poll reported by IPS.
The Alliance to Save Energy joined other
energy-efficiency advocates and light
bulb giant Philips Lighting North
America in a coalition to advocate for
policies that will transform the US

marketplace to energy-efficient lighting
products by 2016, eventually saving
consumers and businesses
approximately US$ 18 billion annually
on electricity bills and saving an amount
of lighting energy equivalent to the
power generated by 30 nuclear power
plants, Greenbiz reported.
Meanwhile, Greenwire reported that coal
can stay king in a world with carbon
dioxide controls, but only with wide
deployment of technologies to capture
and bury carbon that will raise the costs
of the abundant power source,
according to a major new study by the
Massachusetts Institute of Technology.
In the wake of the EU’s “Green”
Spring Summit, the UK government
announced plans for binding five-year
climate-change budgets, with the
objective of reducing greenhouse-gas
emissions 60% by 2050.
Greenwire reported that US auto dealers
sold a record 1.5 million alternative-fuel
vehicles last year, beating automakers’
sales expectations by 50%.
The Financial Times reported that
transport companies are using routeplanning software to reduce emissions
and Internet matching systems to fill
empty vehicles.
And this was only one week of
E&C news.
Sustain issue 28 July 2007
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Are you
leading change, or is
change leading you?
Organizations must do
more than publish
statements of intent ...
They must align
their company culture
and capabilities with
these statements to win
over their employees
and inspire trust to
avoid a discrepancy
between policy and

practice.

C

limate change and ecosystem degradation make if even more
imperative for business to pursue sustainable development (SD).
Many companies have adopted sustainability principles, but few
have managed to ensure that these principles cause change across
their operations. This requires effective leadership within top
management and individual business units.
While it is tempting to try to make employees and organizations respond like
machines when pushing buttons or making pronouncements, organizations
must do more than publish statements of intent, business principles and policies.
They must align their company culture and capabilities with these statements to
win over their employees and inspire trust to avoid a discrepancy between policy
and practice. Training courses, policies and reports have never achieved change
simply by their existence.
Companies’ SD leaders can fail in many ways: declaring victory and moving on
without anything substantial to show for it; failing to link SD and organizational
strategy; failing to create buy-in; failing to make innovation and change
systematic; making the pursuit of sustainability too bureaucratic; failing to be
bold enough.
Where does leadership for sustainability come from within an organization and how
can it be made to deliver strategic objectives? At the WBCSD’s Liaison Delegate’s
meeting in Montreux, Michael Hathorn from Peak Value Group talked about the
cornerstones of leading SD change:
■

Culture and mindset – leading for SD change needs to be seen as an

opportunity for each employee;
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■

Balancing change and continuity – it’s the difference between the two that

makes a difference;
■

Fostering innovation and embedding change, both organizational level

capabilities;
■

Companies’ SD leaders

can fail in many
ways ...

Letting the structure of the SD program follow strategy.

Offering another point of view, DuPont’s Dawn Rittenhouse said it is not about
getting the leaders of change to act while other employees go off and do other
things. She sees the need to build engagement through things like footprint goals,
dialogue, discussions and reporting and embedding all that into what already exists,
not building something new that employees will have to deal with.
DuPont uses capacity building as a resource to engage people in conversation,

employing recent MBA graduates to help move the company towards sustainable
business, getting employees from different levels engaged by putting them on the
internal jury for a company-wide sustainability prize, or by showing them what their
impacts are and how they can change.
Interface, on the other hand, uses three levels of training to get employees
involved and build leaders. First, all employees are given basic sustainability
training using a high-level view and strategy. This is critical to creating a group of
equals. Then there is a second level, which employees can choose to do, related
to actions and job functions. This sparks new ideas and serves as a benchmark for
employees and their knowledge.

“I don’t think the
sustainable
development manager
is the leader of

sustainable
development” but
rather the

coordinator.

The third level comprises a critical analysis of skills in relation to key sustainability
issues outside of the company to inspire different ways of thinking about
sustainability. The target audience for this level is people who will act as
sustainability ambassadors. An external partner conducts this training and each
employee is assessed individually and must present an idea for possible
implementation. A set proportion of an ambassador’s time is spent on this and it
will soon be part of their job description.
This suggests that “senior management is necessary but not sufficient,” according to
Hathorn. While it is reasonable for top management to be aware and involved, that
alone does not guarantee success. The top leadership must show that they support
the direction the company is headed, but it still needs to be tied to the rationale of
the business, the nuts and bolts; conviction is not enough.
The leaders do need to have certain qualities in order to succeed. First of all, they must
be able to learn from others. The leaders cannot be experts on everything. Along with
knowledge and expertise, they also need the energy to move forward. They need to
be able to lead by example, even if they are not in the top management. This can help
create new partnerships, thinking and practices. And the leaders need to be able to
adapt to different leadership styles, which will change according to region and
country. This is particularly important for large multinationals where different
sensitivities will abound.

“There is a real need
to get this into the

hands of
everyone.”

So is the sustainable development manager the real change leader in a company? It
would appear not, if you listen to the sustainable development managers
themselves. As one participant said, “I don’t think the sustainable development
manager is the leader of sustainable development” but rather the coordinator. They
must not exist in an ivory tower, but engage with their peers. This declaration was
met with a lot of head nodding. Ron Nielsen from Alcan summed up the thinking
with “There is a real need to get this into the hands of everyone.”
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Driving economic growth

Mobility for
development
Today the transport
sector accounts for

one-quarter of
global CO2
emissions and is
growing by 2%
per year.

M

obility is key to economic development. Businesses need road,
rail, shipping and air networks to transport goods and services to
markets, while people need them to get to jobs and use basic
services. Mobility is not solely about vehicles; it is also about
infrastructure, communications technology, access to resources
and energy, facilitation of trade and simplifying burdensome
bureaucracy.

It is also intimately linked to the global energy crisis. Today the transport sector
accounts for one-quarter of global CO2 emissions and is growing by 2% per year. It
is estimated that global demand for oil will increase by 60% up to 2030, and some
75% of this will come from the transport sector, mainly in developing countries.
Increased demand for mobility results in higher energy demands, both to fuel new
vehicles and modes of transport and for production and manufacturing processes. It
also implies greater demand for raw materials such as rubber, increased demand for
cement and asphalt for road building, and higher rates of extraction of metals from
mines, including rarer, more specialized metals, many of which are found in less
politically stable areas of the world.
As economic growth and industrialization accelerate and livelihoods and incomes
improve, the demand for mobility increases. In much of the developing world,
demand for mobility solutions to drive economic growth continues to outpace
supply, while paradoxically the growing number of vehicles has not been matched
by improved infrastructure or road safety provisions.
The World Health Organization rates road accidents as a major killer and notes that
85% of all road deaths occur in developing or transitional countries, a
disproportionate burden given that these countries own only 40% of the world’s
motor vehicles.
Around half the world’s population now lives in cities, and many of these cities are
suffering increased congestion, haphazard urban planning, and increasing pollution
from traffic. In addition, efforts to increase rural-urban connectivity can result in the
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Global demand

for

oil will increase by
60% up to 2030,
and some 75% of this
will come from the

transport sector,
mainly in developing
countries.
Rush hour
traffic in
downtown
Manila

destruction of important ecosystems
and habitats and lead to the
displacement of poorer segments of the
population to make way for roads and
rail links.

remaining developing countries with
those in sub-Saharan Africa and South
Asia receiving the least. Bridging this
investment divide could open up many
new markets.

The expansion of global freight, while a
major driver of economic growth,
represents a further challenge,
particularly for land-locked countries.
Inadequate or poor road or rail links,
high vehicle operating costs, and transit
charges all help push up the costs of
transborder freight in landlocked
countries. Similarly, although 80%
(by tonnage) of trade originating in
developing countries is waterborne,
the costs and time required to move
containers to seaports can have
important implications for the
competitiveness of traded products.

Part of the solution to meeting global
mobility demand while reducing
negative environmental impacts could
rest in the development of alternative
clean renewable energy solutions to
power transport mechanisms and their
production. The development of
biofuels might be one such example,
though a controversial one. Their
backers promote them as providing
clean energy while reducing the
reliance of oil-dependent countries on
imported fuel and so contributing to
fuel self-sufficiency.

Efforts to manage the mobilitydevelopment conundrum offer exciting
and innovative opportunities for
businesses.
A World Bank survey of private
investment in infrastructure between
1990 and 2004 across the developing
world revealed that six countries
accounted for 80% of the total
investment: Argentina, Brazil, Chile,
China, Malaysia and Mexico. The
residual 20% was shared among the

Appropriate institutional frameworks
are needed to ensure that biofuel
development is truly sustainable. The
role of mobility in driving economic
growth must be acknowledged more
fully and institutional buy-in is essential
to harness its potential. Efforts are
required to encourage institutional
investment to improve transport
networks and infrastructure and to
ensure that rural and urban transport
planning is unified. Removing or
reducing burdensome fees for goods
transported to shipping ports would

help to reduce costs and improve
competitiveness.
The mobility challenge also offers
opportunities for the development of
communications, services, planning
and logistics to reduce the amount of
time and energy people spend
traveling to jobs, markets or resources.
Firms that produce transport
infrastructure and transport
companies have a vested interest in
sustainable mobility. Many see the
mobility challenge as an opportunity.
What is required now is a strong
business voice to encourage the
development of appropriate
infrastructure and institutional
frameworks. This is one of the
aspects of mobility that members of
the WBCSD Mobility for
Development group are working on
as part of their efforts to address the
mobility divide challenge.
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COP 12,
Nairobi 2006

The

USCAP,
Washington 2007

G8 Summit,
Germany 2007

role of business
in energy and climate

E

nergy and climate issues demonstrate how fast the role of
business can change in terms of policy setting.

Little more than 10 years ago a powerful lobbying organization called the Global
Climate Coalition, with mainly energy companies as members, downplayed the
seriousness of the climate change threat. As companies deserted it and its position,
it lost its support and faded away.
Business has long had the reputation of lobbying against change and lobbying for
special, beneficial treatment, rather than fighting for progress on global issues.
Catalyzing Change: A Short History of the WBCSD tells the story about how Council
founder Stephan Schmidheiny led a delegation of business leaders to see US
President George Bush in 1992 before the Rio Earth Summit. The president said that
in all his years in politics he had never met a business group urging solutions to
major problems.
Yet over only the past few years business has become an ever more powerful voice
for policies to manage climate change.
In the US in January 10 US companies (including WBCSD members Alcoa, BP,
Caterpillar, DuPont, GE and GM) and four NGOs launched the US Climate Action
Partnership (USCAP). This alliance is calling for action by the US administration to cut
GHG emissions by 2015 by at least 15% from a base of year 2004. More Council
members have joined since its launch.
Germany now chairs both the G8 and the EU, and is committed to moving the
Gleneagles Plan of Action forward. The WBCSD and the World Economic Forum are
cooperating on the G8 Gleneagles Plan of Action to make sure that the business
input into this process is as strong as possible.
WBCSD President Björn Stigson and six WBCSD members are all part of the EU highlevel group on Energy and Climate and Competition.
The Council played a leading role at the Conference of Parties of the UN Climate
Convention in Nairobi during the first two weeks of November 2006. United Nations
Framework Convention on Climate Change Executive Secretary Yvo de Boer invited
Stigson to offer a business perspective to the attending ministers. He stressed the
20
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need for clarity on the framework
conditions for business, both as regards
the carbon markets and future
investments, the need for governments
to better understand technology and
the connection between technology
development/deployment and policy
frameworks, the misconception that
governments can transfer technology
that they do not own to developing
countries and the fact that
governments and business are in
this together.
The Council produced a paper for the
conference that was a preview of Policy
Directions to 2050 published in early
2007. It was in great demand among
government delegations as it showed
that business was ahead of
governments in being able to agree on
complex issues.
For much of 2007, the Council and its
members have been and will continue
to be advocating to governments and
others the messages of Policy Directions
to 2050.
Business obviously has a vested interest
in having predictable, long-term energy
policies in place, and this explains some
of its willingness to engage in this
policy arena. But business generally
seems to feel that it has a legitimate role
in all policy arenas. A recent survey by
the communications company Edelman

Business has become
an ever more powerful
voice for policies
to manage

climate change.
Business was ahead
of governments in being
able to agree on
complex issues.

found that business is now more
trusted than other sectors of society.
Also, until recently, most governments
have been passive in terms of E&C
policy. That may change now that the
climate is seen to be in crisis. At the
March Liaison Delegate’s meeting in
Montreux, WBCSD President Bjorn
Stigson quoted former New Zealand
environment minister Simon Upton as
saying at a Council meeting that
“Governments are good at one thing:
handling crisis. Because it gives them a
political mandate to act. Short of a
crisis, they are struggling.” One
speaker at the dialogue on the role of
business at the New York Council
meeting last October complained that
“governments seem to be outsourcing
regulation to business and NGOs.”
The Tomorrow’s Leaders group of
eight WBCSD CEOs who spent 2005
examining the role of business found
that the successful companies will be
those that find ways, through their
core businesses, to help society cope
with major challenges such as climate
change, ecological degradation,
poverty, globalization and
demographic shifts.

General Motors

Action on climate
General Motors became the first
automaker to join the US
Climate Action Partnership
(USCAP), a coalition of
companies and NGOs working
to address climate change
through advanced technology
and on an economy-wide,
market-driven basis.
USCAP issued early in 2007 a set of
principles and recommendations
toward slowing, stopping and
reversing the growth of greenhouse
gas (GHG) emissions over the shortest
period of time reasonably achievable.
USCAP’s recommendations are based
on six principles: account for the global
dimensions of climate change;
recognize the importance of
technology; be environmentally
effective; create economic opportunity
and advantage; be fair to sectors
disproportionately impacted; and
recognize and encourage early action.
“GM is very pleased to join USCAP in
proactively addressing the concerns
posed by climate change,” said Rick
Wagoner, chairman and CEO of
General Motors. “The key as we see it
is energy diversity – being able to offer
our customers vehicles that can be
powered by many different energy
sources and advanced propulsion
systems to help displace petroleum and
reduce greenhouse gas emissions. We
especially applaud USCAP for
recognizing the important role that
technology can play in achieving an
economy-wide solution.”

company spokesman said. The
company has a globally integrated
strategy to meet demand for its cars
and trucks, while lessening these
products’ impact on the environment.
GM is pursuing energy diversity across
its product line-up by offering vehicles
that can be powered by many different
energy sources and advanced
propulsion systems. GM is working to
improve the efficiency of internal
combustion engines and claims to
build more vehicles that achieve over
30 mpg on the highway than any other
automaker. The company is also
striving to displace traditional
petroleum-based fuels with biofuels like
E85 (85% ethanol) and expanding and
accelerating the development of
electrically driven vehicles, including
hybrids, plug-in hybrids, fuel-cell driven
and extended-range electric vehicles.
In testimony before Congress in March,
Wagoner said, “Now is the time for a
new, more comprehensive and
forward-looking national strategy that
ensures we’re working on the right
things that will really make a difference
in reducing oil consumption and CO2
emissions.”
Wagoner added that GM was willing to
engage in discussions on carbon
constraints on the US economy as part
of such a broader climate change
strategy. GM’s position is consistent
with USCAP’s commitment to an
economy-wide policy and legislative
framework that would include a
mandatory, flexible cap-and-trade
program, he added.

GM sees the need to promote energy
security and reduce greenhouse gas
emissions as both a business necessity
and an obligation to society, a

Successful companies are also finding
that advocating policy solutions to such
issues is both a valid and necessary role
for business.
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Adapting to the

certainty of
uncertainty
O

ur members accept that they must work with governments
and NGOs to limit climate change and its impacts. But UN and
other reports suggest that the climate is already warming. Given
the long life of greenhouse gases in the atmosphere, it will
continue to do so for some time.
Climate change effects will alter existing business models and change current risk
structures. Inaction is and will not be an option considering that the benefits of
adaptation will outweigh its costs.
The current discussions on adaptation are fuzzy and there is a real need to raise
awareness and highlight present and future challenges. Adaptation describes a
set of responses to the actual and potential impacts of climate change to reduce
the harm or take advantage of the opportunities that climate change may bring.
Business also must show leadership on the issue by examining the short-term and
medium-term risk factors worldwide. Business must develop a business case that
shows how companies can benefit from adapting to climate change by
addressing evolving risk structures, ensuring that (a) sufficient quantities of
needed resources such as water and energy are available for their operations in
the future, and (b) by reducing losses that will be caused by climate change.
Several recent reports detail the impacts of climate change. For instance, the
Intergovernmental Panel on Climate Change reported that 11 out of the last 12
years were the warmest since records started in 1850; mountain glaciers and
snow cover are declining; sea levels have risen by 3.1 mm per year (1993-2003);
polar regions are significantly warmer – sea levels could rise by 4 to 6 meters.
These impacts create immediate physical risks for business, including extreme
events such as floods, cyclones windstorms, heat waves, wildfires and droughts,
with the largest impacts on infrastructure, insurance costs, and business
interruption. Background climate challenges include changes in sea levels
causing coastal flood/inundation risk, changes in snow lines, soil moisture and
mean temperatures, with the largest impact on agriculture, real estate, tourism
and human health.
Climate change can sound almost gentle when spoken of in fractions of a degree of
temperature rise or parts of millimeters of sea level rise. But greenhouse gas (GHG)
emissions are essentially putting more energy into the atmosphere, and no one can
predict the knock-on effects and feedback loops this new energy may cause.
The Stern Review calculated that the costs from climate impacts will be equivalent
to losing 5% of global GDP each year, minimum. A small rise in the intensity of
major storms could double the damage costs to infrastructure, resulting in total
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losses of US$ 100-150 billion in the US
alone. Climate change could also
affect global financial markets if only
because the world’s major financial
centers are located in coastal areas;
simultaneous impacts on the
economy could overwhelm and
destabilize markets and insurance
premiums will rise, affecting bank
lending practices, etc.
Quantitative assessments of the costs
and benefits of adaptation are very
limited. Nonetheless, evidence
indicates that there are substantial
gains to be had from integrating
climate risk into decision-making.
Spending on near-term projects can
bring significant benefits at little cost,
for example, altering water supply
design, while longer-term investments
can be more costly, for example,
retrofitting existing infrastructure.
To date the focus has been on
financing the cost of mitigation, but
further attention is now being placed
on covering the cost of adaptation,
with a clear onus on the developed
world – both governments and
businesses – to contribute substantially
to the cost of adaptation in developing
countries. However, developed
countries are still addressing
adaptation on an individual basis,
especially in relation to natural hazards.
Companies need to quantify risks and
uncertainties from climate change and
consider them holistically alongside
changes in the regulatory and
consumer environment. Then
companies should develop and state
an adaptation strategy to cope with
and manage climate change impacts.
Companies can also work to mitigate
the causes of climate change (reduce
emissions; invest in clean-tech
solutions; develop climate changefriendly services/products) and then
lead by example, educate on best
practice, and encourage policy action.
Finally, companies can gain
competitive advantage by managing
their reputation with shareholders,
investors and customers.

Rio Tinto

“Net positive impact”
Mineral deposits have finite
lives, but demand for minerals
keeps growing. With this
growth comes the need for new
mines and their effects on
biological diversity.
Rio Tinto “recognizes the importance of
the conservation and responsible
management of biological diversity as a
business and societal issue”, the company
has written. The company aims to have a
net positive impact on biodiversity
through the integration of biodiversity
conservation considerations into
environmental and social decision-making.
The company operates in 25 countries
and is exploring in another 20, many
where ecosystems are under pressure.
The company believes that its
performance on biodiversity issues will
create benefits for business and aims to:
■

Prevent, minimize and mitigate
biodiversity risks throughout the
business cycle;

■

Responsibly manage its lands;

■

Identify and pursue biodiversity
conservation opportunities;

■

Involve communities and other
constituencies in biodiversity issue
management.

For Rio Tinto, the traditional elements of
revenue growth, cost reduction, risk
reduction and new opportunity do not
adequately capture their understanding
of the requirement to use ecosystems
sustainably. The company sees the need
to meet more of society’s expectations.
Therefore, the company is focusing on
new elements such as access to
resources – land, markets, water,
people, investment – as well as their
functional and legal licenses to operate.
An internal review of the company’s
strategic risks and opportunities identified
water and biodiversity as two key issues.
In 2006, 14% of operations had
biodiversity management plans that were

well integrated into operational plans, a
small increase from 2004 when the
initiative started. Just over half of
operations had biodiversity management
plans that include biological surveys and
research programs. The company’s focus
in 2007 will be to formalize these through
greater integration within its
environmental management systems.
Following the launch of its “net positive
impact” biodiversity strategy in 2004,
Rio Tinto has set up working groups
with internal and external experts to
develop performance indicators and
better define biodiversity offsets. These
are compensatory measures for
unavoidable impacts.
The company developed a diagnostic
tool in 2006 to define all risks and
opportunities on biodiversity and
prioritize actions to address them. The
first “net positive impact” project was
being piloted in Madagascar. Over the
course of 2007 and 2008 the company
intends to implement the framework in
several different environments, including
sites in Australia and the US.
Rio Tinto has learned several lessons
in the process of developing its
biodiversity strategy:
■

Start with strategic thinking about
vision, mission, goals, objectives and
a framework for action including
principles and commitments;

■

External perspectives and
involvement (partnerships, working
groups) can be successfully
integrated into the strategy
development, and add value;

■

Business units must see the value;

■

Implementation takes time; you
need to change attitudes and
behavior, improve performance
everywhere and integrate
performance reporting showing
results and significance;

■

Trust earned is underpinned by
strong relationships, which need
care and commitment.

The company’s Madagascar net positive
impact project shows the practical
nature of the approach. For the last 20
years, QIT Madagascar Minerals (QMM),
in which Rio Tinto has an 80% interest,
has been evaluating an area near Fort
Dauphin before mining mineral sands
from three deposits along the coast. The
project development work has included
detailed biodiversity research and
conservation projects such as biological
inventory studies, seed biology and
conservation projects and the
establishment of three conservation
zones within the littoral forest.
Degradation of the forest as a result of
logging for charcoal production is a
major issue in southeast Madagascar. So
the mine plan allows for the planting of
fast-growing tree species as part of the
site’s rehabilitation. The establishment of
this fuel source will help to remove
some of the pressure on the forest from
subsistence charcoal production.
The QMM biodiversity team is made up
of Malagasy biologists, botanists and
forest engineers. Since 1998, Rio Tinto
has been working with external
specialists and NGOs such as
representatives from the Royal Botanic
Gardens in Kew, Fauna and Flora
International, BirdLife International,
Hamburg and Sussex universities and
the Missouri Botanical Garden to
establish biodiversity research and
conservation field projects. From 2001,
an independent biodiversity committee
has been advising the QMM biodiversity
team on strategic and practical matters
such as monitoring biodiversity,
performance indicators and the
establishment of biodiversity offsets at
the site.
In July 2006, Rio Tinto decided to use
the QMM site as a pilot to help develop
the methodologies and measures
needed to assess the net positive impact
on biodiversity from the Group’s
activities.
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Eskom

Demand-side management
South Africa’s economic growth
over recent years has raised
electricity peak demand by about
4% a year. The South African
economy needs reliable,
uninterrupted electricity to grow,
but the country is having a hard
time keeping up with demand.

customer education, advertising and
marketing.

To help it manage demand, the national
electricity utility Eskom has set up a
Demand Side Management (DSM)
program that allows it to influence
consumers’ electricity use patterns. Eskom
is implementing DSM in South Africa
through collaboration with the
Department of Minerals and Energy
(DME) and the National Electricity
Regulator (NER).

The DSM program comprises:

South Africa is among a few countries
worldwide that have set comprehensive
targets for energy efficiency
improvements. The DME’s Energy
Efficiency Strategy proposes two energy
efficiency targets: an energy demand
reduction of 12% by 2015 and a savings
of 4,255 megawatts (MW) over 20 years.
Eskom’s DSM strategy comprises a dual
approach: reducing electricity demand at
peak periods in the mornings and
evenings by shifting load to off-peak
periods and reducing overall electricity
consumption (24-hour reduction) by
installing energy-efficient equipment and
optimizing industrial processes. DSM
projects often involve a combination of
both methods.
From small beginnings in 1991, starting
with research, pilot studies and time-ofuse tariffs, Eskom’s DSM program has
grown into a concerted national
electricity-saving effort, officially initiated
in the last quarter of 2002. The 1999
launch of the local efficient lighting
initiative called Bonesa was among the
milestones in the early phase. The Global
Environment Facility and Eskom jointly
funded this over a period of three years.
Now the use of compact fluorescent
lamps (CFLs) is being promoted through
24
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Cape Town,
South Africa.

The focus now is to lower the price of the
energy efficient globes. The CFLs were
originally priced R60-80 (US$ 9-12)
apiece, but by 2004 the price for CFLs
dropped to R13-20 (US$ 2-3) due to joint
sales promotions with local suppliers and
increased volumes of CFLs.

■

Residential, commercial and industrial
programs transforming the South
African electricity market into an
energy-efficient industry;

■

Public education increasing awareness
about energy efficiency, including a
broad range of marketing and public
relations activities feeding directly into
programs in different income
segments as well as residential,
commercial, industrial and
institutional program activities;

■

Schools program teaching pupils the
benefits and importance of using
electricity efficiently.

Savings of 197 MW, representing 114
MW of energy efficiency and 83 MW of
load management, were recorded during
the 2004 financial year – a major
improvement from the 101 MW achieved
in 2003. This meant that the 152 MW
annual savings target was exceeded by
approximately 30% in 2004.
South Africa’s electricity supplies are
largely generated from coal-fired power
stations that consume large quantities of
coal and water while emitting
considerable amounts of greenhouse
gases. For every 1 kWh reduced through
energy efficiency implementation, there is
approximately 1 kg of carbon dioxide
that is not vented to the atmosphere,
while the power plants reduce water use
by approximately 1.2 liters.
With DSM everyone benefits in the
following ways:
■

Reducing electricity demand during
peak periods means delaying

additional capital investment in
electricity supply;
■

Improved value of electricity service to
customers by reducing costs;
customers have a wide range of
energy-efficient options and financial
benefits;

■

Conservation of the environment by
reducing emissions and water
consumption at power stations;

■

Support of macro-economic
development through job creation
and improved productivity;

■

Make electricity more affordable to all.

DSM is now focused on commerce and
industry, which together consume 77%
of South Africa’s energy. However various
initiatives will reduce residential
consumption, which reaches more than
30% during peak periods. These include
encouraging individual producers to offer
any flexible load to the power pool; cogeneration programs; a residential
compact fluorescent light bulb program
providing 3 million bulbs to communities
in South Africa and a load management
program aimed at the residential sector
and targeting water heater use patterns
in households.
Water heating is the single largest energy
consumer in the domestic household,
accounting for 40% of energy
consumption. To respond to this, Eskom
installed and subsidized a system of
water heater blankets in key communities
in the Western Cape. These blankets
serve to curb heat loss from the tanks, in
turn reducing the amount of electricity
needed to keep the water warm. Each
blanket represents a potential savings of
85W. The manufacture of the 150,000
blankets also created local business and
livelihood opportunities.

Eskom

Demand-side management

Cape Town,
South Africa.

The Future Leaders Team
The WBCSD’s Young Managers Team
has been renamed the Future Leaders
Team in 2007. Future Leaders,
interested in sustainable development
are nominated each year from across
a range of job functions and member
companies. The program provides a
structured program of learning,
project work and networking and
takes place during 25 days over the
course of one year.
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The
“ zero

net
energy ”

challenge

B

uildings use about a third of the world’s energy – a number
which rises as the population grows, becomes more urban and more
affluent. If current trends continue, buildings will be the main users
of energy by 2025, and are likely to use as much as industry and
transport combined by 2050. That is why buildings are one of the
five “megatrends” identified by the WBCSD that need transformation
to stabilize carbon dioxide concentrations in the atmosphere.

The Energy Efficiency in Buildings (EEB) project is working out how to achieve that in
the buildings sector. Its vision is “a world in which buildings consume zero net
energy”. That is clearly an extremely ambitious vision, but it reflects the scale of
change that is needed, and the need to achieve dramatic progress.
Urgent action is needed, not just because of the energy trends but also because
property is a slow replacement industry. Many existing buildings, as well as new
property being built now, will still be standing well after 2050. So it is essential to
transform the energy consumption of existing property as well as new buildings.
Opportunities exist to dramatically improve energy efficiency using existing
technologies. Businesses which engage early with energy efficient buildings can gain
a market advantage.
The EEB project is working to develop a roadmap towards zero net energy buildings.
It brings together leading companies in the building, equipment and energy
industries to examine the whole value chain and is co-chaired by United
Technologies Corp. and Lafarge, with a core group including Cemex, DuPont, EDF,
Gaz de France, Kansai Electric Power, Philips, Sonae Sierra and TEPCO.
The project is considering residential and commercial, new and existing buildings
from a global perspective, but with a focus on China, India, Japan, Europe, the
United States and Brazil. It has appointed an assurance group chaired by Klaus
Topfer, the former Executive Director of the UN Environment Programme.
Design approaches, materials and technology are available now to make buildings
much more energy efficient; there are already buildings in many countries that are
very low energy users. But the structure of the building and property industries,
along with the attitudes of those who develop, design, construct, own, inhabit and
manage buildings, inhibit the use of the most effective models. Market imperfections,
policy shortcomings and the behaviors of building users also act as barriers.
An EEB analysis suggests that appropriate policy and regulation are essential to
achieve market changes. Given a supportive policy framework, there are three levers
which can help to break down the barriers:
■

Holistic design approach – design, materials, equipment, energy generation and

services, and above all the need to integrate these different aspects;
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■

Financial mechanisms and
relationships – the energy efficiency

investment case;
■

Behavior – inhabitants, customer

demand, business relationships and
responses to technology.
Available technologies are often not
being used because building design and
development are not integrated, and
because available products are not
adequately promoted by businesses.
The building industry and the market
are highly complex. Different
approaches will be needed for different
segments and sub-sectors. Each subsector (e.g., hospitals, retailers,
apartments) may have its own character
and the project will develop sectorspecific analyses during its next phase.
The EEB will next try to identify how to
overcome the barriers to improved
energy efficiency. This will include
wide-ranging consultation, especially at
further forums in the target countries
through which the project aims to raise
awareness, stimulate debate and learn
from experts in the field.
The project will develop scenarios to
evaluate paths towards zero net energy.
The scenarios will help to identify
changes needed in industry approaches,
finance and behavior which will create
necessary levers. The EEB will then
develop a preliminary action plan which
will be used to influence policy-makers
and stakeholders.
In 2009 EEB will issue a call to action for
everyone involved in building energy
use, and present a roadmap showing
how to move towards zero net energy.

Suez

From coal to biomass
Biomass, the oldest form of
renewable energy, has been
used for thousands of years.
However, its relative share of
use has declined with the
emergence of fossil fuels.
Currently some 13% of the
world’s primary energy supply
is covered by biomass. With
environmental effects such as
climate change coming to the
forefront, people everywhere
are rediscovering the
advantages of biomass.
Biomass has considerable potential
benefits, including the ability to reduce
carbon emissions if managed (produced,
transported, used) in a sustainable
manner, enhance energy security by
diversifying energy sources and using
local resources, provide additional
revenues for the agricultural and forestry
sectors and reduce waste, according to
the WBCSD’s Biomass Issue Brief.
In Les Awirs, near Liège in Belgium,
Belgian utility Electrabel has retrofitted a
pulverized coal power plant to use
biomass as its sole fuel. This biomass is
made up of pelletized wood dust that is
pulverized at the power plant. This
method of producing electricity, which
requires, among other items, retrofit
storage silos, conveyor belts and
burners, as well as the installation of
filters, hammer-mills and safety devices,
is a world premiere.
Electrabel, a subsidiary of Suez, decided
to convert the 50-year old coal-fired
power plant in order to:
■

■

■

Walloon Region and avoid paying
penalties;
■

Offer customers the ability to choose
green electricity;

■

Recycle the residual raw materials
from forestry operations;

■

Diversify the fuels used to supply
energy;

■

Save fossil fuel reserves;

■

Increase the share of green electricity
from 15% to 18% within Electrabel
Group.

The production process comprises the
following stages: production and supply
of wood pellets, grinding these into
wood dust on site and burning the
wood dust using dedicated burners in
the former pulverized coal boiler.
The biomass used is recycled
forestry/wood conversion waste that
otherwise would be lost and create
greenhouse gas (GHG) emissions as it
decomposed. It comes from producers
worldwide, but with a particular focus
on local Belgian production in order to
avoid transportation costs and
environmental burden.
The Walloon government appoints an
independent organism to handle the
certification process necessary to obtain
“green certificates”. This certification
process ensures that the power station
is working to avoid natural resource
depletion and additional GHG
emissions.
The modification of this site has had a
substantial impact on the surrounding
communities and those involved in
supplying the plant with wood pellets.
It has:

Manage its carbon dioxide
emissions;

■

Encourage the production of
electricity from renewable energy
sources;

Created local employment on site
for at least 10 years (duration for the
grant of “green certificates”);

■

Created indirect employment and
economic development (forestry,
wood pellets producer, shipping
companies);

Obtain 300,000 “green certificates”
that allow Electrabel to fulfill the
obligation established by Belgium’s

■

Improved the quality of the local
environment by reducing emissions
in the air and road traffic required
for waste product disposal;

■

Recycled an industrial site, thereby
maintaining local electricity
production and creating the option
to supply green electricity;

■

Recycled the residual products from
forestry, up to 350,000 metric tons
per year;

■

Avoided CO2 emissions of around
500,000 metric tons per year;

■

Saved some 280,000 metric tons of
coal annually;

■

Added additional products to the
company’s portfolio available to
about 200,000 household customers
(green electricity) while enhancing
the company’s image.

The nominal electrical power of the
plant is 80 megawatts, and its annual
production reaches 600 gigawatt hours
of electricity production. The total
capital expenditure of the plant was
US$ 10 million. The plant has a net
electric efficiency of 34% and is not a
cogeneration plant, which would have
required finding customers for the
residual heat. This electric efficiency
compares fairly well with modern
dedicated biomass plants like the Cuijk
power plant in Essent in the Netherlands
(25%) as well as classical
biomethanation plants (28%) using
digestion.
The market price of wood pellets today
is about € 130/ton (about US$ 175)
which makes it comparable to natural
gas, but twice as expensive as coal.
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Shell

Customizing sustainable development
Translating a high-level corporate commitment into action is a
massive undertaking. To be successful, a company must see to it that
sustainable development (SD) is understood and practiced across
the whole company, not just by a few managers or specialists.
Shell, a global group of energy and petrochemicals companies, believes it has an
essential role to play in finding socially and environmentally sustainable new ways of
meeting present and future energy needs. It sees this as not only morally right, but as
important for the future success of the business. For Shell, SD means protecting the
environment, managing resources, generating robust profitability, delivering value to
customers, respecting and safeguarding people, benefiting communities and
engaging with stakeholders.
According to Mark Wade of Shell Learning’s Leadership Development office, “We
have both to hardwire SD considerations into our policies, standards and governance
and to ‘soft wire’ it into the hearts and minds of our employees. It should be second
nature for people to look through the SD lens when making a business decision,
large or small.”
Early on, Shell recognized that e-learning would be a cost-effective way of soft-wiring
SD into its employees by providing the wider workforce with an introduction to the
subject. In 2002 Shell discovered that the University of Cambridge Programme for
Industry and the WBCSD were developing an e-learning tutorial called Chronos® that
would meet this need.
Chronos aims to highlight some of the real-life, complex issues that confront
companies. It uses quizzes, case studies and role-playing as some of the ways of
making the subject informative, relevant and lively. The license price is set very low,
with sharp discounts to encourage companies to make it widely available to staff.
Shell, among other companies, worked closely with the University of Cambridge and
the WBCSD to ensure that the content was accurate and the situations reflected real
business dilemmas.
Chronos was designed so that it could be easily customized to make the material more
relevant to a particular company or industry sector. Shell was the first company to
commission its own customized version, which includes Shell’s perspective on
sustainable development, links to existing Shell SD Learning initiatives, and personalized
messages from Shell employees who are helping to put SD words into action.
The company has 10,000 licenses for use by individual employees and business
partners, as well as in corporate training and leadership development programs.
Chronos is made available on a voluntary basis, with the incentive of a certificate for
everyone who completes the program. Shell also includes Chronos in the “onboarding
kit” for all new employees.
Feedback from users has been very positive, and the following comment from a Shell
Refinery Reliability Engineer based in the Netherlands is typical of the enthusiastic
reaction to Chronos:
“I enjoyed Chronos, especially the interactive parts. As a ‘hands on’ guy, they were
my kind of thing. The questions provoke a deeper understanding, allowing you to
comprehend various opinions. I also liked the fact that Chronos didn’t ‘preach’
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sustainable development to me. The
tool has helped me not to forget the
environment and our reputation even in
the very cost-constrained world of our
refinery.”
Shell has been stepping-up the
promotion of Chronos in ways designed
to show that time working through
Chronos is time well spent, even for staff
who are familiar with the concepts of
SD. For example, adverts are being
drawn up for inclusion in internal
magazines and posters have been
designed for what Shell calls its “SD
change agents” to display on office
notice boards. Parts of the business are
also planning to include Chronos in staff
development and performance goals.
Chronos is also helping prepare
employees taking part in assignments
with Earthwatch as part of Shell’s Project
Better World initiative.
Embedding SD into a company culture
requires not only aligning systems and
processes but also winning hearts and
minds. Chronos is one practical way in
which the high-level principles that
guide Shell’s commitment to SD are
being brought to life.
Senior executives’ championing of
Chronos is just one way in which Shell
demonstrates its long-term commitment.
Adrian Loader, director of Strategy and
Business Development at Shell
International, says: “The challenge is to
move sustainable development out from
the specialists and into the mainstream. It
is vital that everyone have the chance to
contribute – to understand why and how
to make this the way we do business.
Doing so is vital for our continued license
to operate and license to grow. I believe
Chronos is an important tool for achieving
this goal and I urge you to make the
fullest use of it.”

Cement
and its

carbon emissions
With that in mind, the 18 major cement producers that comprise the WBCSD
Sustainable Cement Initiative (CSI) have spent a lot of time and effort on
carbon emissions.
The CSI has been working with organizations such as the World Resources
Institute (WRI) and others to investigate public policy and market mechanisms for
making meaningful reductions in CO2 emissions. In 2003 it released a protocol
and guidelines for accounting and reporting CO2 emissions, in line with the
existing GHG Protocol developed by the WBCSD and WRI in 2001.
After two years using the protocol, the initiative updated it for a number of
traditional and alternative fuels, based on new measurements. The 2005 updated
protocol incorporates accounting practices that allow for emission credits and
trading to meet the requirements of current and future trading systems.
Each member company agreed to develop a climate change mitigation strategy
and by 2006 to publish targets and an annual update on progress. This progress
is measured by the number of companies using the tools set out in the protocol
guidelines, developing climate change mitigation strategies, publishing their
baseline emissions, and reporting annually as called for in the protocol. This is
thought to be the first time an industry initiative has adopted a voluntary and
independently audited emissions protocol.
As a next step, the CSI is building the first database of CO2 emissions from more
than 1,000 cement kilns to help policy-makers worldwide better assess the
influence of kiln technology, fuel selection and plant location and age on plant

T

he cement industry is
energy-intensive; it accounts
for around 5% of global CO2
emissions caused by human
activity, half of these from the
chemical process of clinker
production and 40% from
burning fuel.

performance and emissions
management.
The data are being collected from all
installations of CSI member and
participating companies for the years
1990, 2000 and 2005, and are being
reported by everyone according to the
updated version of the CO2 Protocol.
The Asia Pacific Partnership (a
government program including the
cement industry from the US, Japan,
China, Korea, India and Australia) has
also adopted a similar approach,
following the same reporting
protocol.
The CSI CO2 database will supply
statistical information on the energy
and CO2 performance of clinker and
cement production worldwide and
regionally, and will aim to provide a
sound, factual basis for policy
development, industry analysis, and
progress reporting related to the
cement industry.
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