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What is
Sustainability?

Introduction

There’s a revolution occurring in businesses across the country. “Sustainability” is no
longer a mere buzzword, but has become an effective tool for companies to reduce
operating costs, re-examine business practices, and find new sources of revenue.
Media attention has been garnered by large corporations taking action on economic,
environmental, and social impacts: Wal-Mart is stocking local and organic foods;
KB Homes is installing solar power systems as a standard feature in new homes in
California; and leading manufacturers and retailers, such as Nike, JC Penney and
Levi’s are collaborating on an index to evaluate the sustainability of their clothing.

n essence, sustainability is examining business operations and improving them so
that they consume fewer resources, operate more efficiently and deliver products
and services that today’s more socially and environmentally conscious consumers
want, and does so in a socially and environmentally responsible way.

Consumers are demanding more environmental and social responsibility

from the companies they patronize. According to the marketing company BBMG,
one-fourth of all consumers—70 million people—will pay more for a product that
is sustainable and be willing to reward or punish a company for its corporate
behavior. Sustainability is an approach to traditional business principles like
increasing efficiency, lowering costs and eliminating waste, but doing so in a way
that shows the overall benefit the company provides to society.

This involves simple energy efficiency projects like more energy efficient light
bulbs, to exceeding government regulatory standards to developing new, more
environmentally friendly products.

And along the way, many companies have found that a more forward thinking
approach to business leads to a boost in employee morale, increased creativity, and
the discovery of better products and ways to conduct business. A 2009 article in the
Harvard Business Review described sustainability as “a mother lode of organizational
and technological innovations that yield both bottom-line and top-line returns...We
find that smart companies now treat sustainability as innovation’s new frontier.”

For a number of companies, embracing sustainability is the only option. With an
increasingly globalized economy, international rules and regulations require many
large corporations to meet higher standards in manufacturing and corporate social
responsibility. As the world’s biggest companies become proactive about sustainability,
they are progressively “greening” their supply chains, requiring their small-company
suppliers, partners, and retailers to implement sustainable practices, such as using
renewable resources and reduced packaging. Small- and mid-sized business owners
can also benefit by adopting sustainable practices, putting them in a strategic position
to be more competitive and take advantage of the expanding green economy.

This NJPRO report offers a primer on the sustainability landscape facing New Jersey
companies today. We take a look at some pathways for transforming your company
that will not just benefit the planet, but can improve your company’s competitiveness,
increase your ability to innovate, and grow profitability—and some of the pitfalls

to avoid. While reading about some of the best practices out there, companies will
realize that they already have a number of environmental and socially responsible
practices underway. That's because sustainability makes a lot of business sense—it’s
about treating employees and suppliers well, being efficient with energy and
resources, and providing excellent products and services to consumers. In reality,
being sustainable is about being an efficient and effective company.
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The Triple
Bottom Line

ustainability is often described through the lens of triple bottom line
(TBL), a type of business strategy that looks beyond a company’s
profit, or bottom line, to include the company’s effect on people and
the planet. TBL accounting allows for companies to measure success
beyond profitability, and to be able to evaluate its impacts on the
environment and all stakeholders.

People

Sustainable companies recognize people as human capital. Therefore, they hold
themselves accountable for each constituent in the product cycle: customers,
employees, vendors and all suppliers. For example, New Jersey’s own The Bent
Spoon, uses hormone free and organic ingredients to make their ice cream, sorbet
and fresh baked goods. They also focus on developing a relationship with their
local suppliers and growers, who allow them to handpick the freshest seasonal
ingredients. The Bent Spoon supports not only the local Princeton communities,
but the State of New Jersey as well, encouraging employees and customers to take
pride in the “Garden State” Companies that subscribe to the triple bottom line
theory also invest in the well being of the local community, knowing that
business and society is intertwined. Many small businesses across New Jersey
already support education and the health of their communities through reading
programs with local schools or sponsoring a local 5k race.

Planet

The environment and its resources are considered to be natural capital. Our
industrialized society depends on procuring natural capital —wood, minerals,
water, and fossil fuels—but rather than replenish these resources, we generally
return them in the form of waste, in landfills and emissions.

Sustainable companies seek to minimize their ecological footprint and do no
harm to the environment, which is the ultimate long-term business strategy—to
protect and maintain one’s resources. To become environmentally sustainable,
companies perform a life cycle assessment of their products and services, also
known as “cradle to grave,” “cradle to cradle,” or “industrial ecology;” in which all
the inputs and outputs of a product throughout its production and post-production
life are measured and analyzed. This life cycle assessment allows companies to truly
understand all the impacts and external costs of producing these goods and services
on the environment and society, once the product has left its warehouse doors.
These results can help business owners make better informed decisions about
production, transportation, and other major elements of their business plan.

Profit

In TBL accounting, profit is considered the economic value produced by a company
or organization after the costs of inputs have been deducted. In addition, profit is
not considered limited to the internal profit made by the company. For example,
HDR, a global employee-owned firm that provides architecture, engineering,
consulting, construction and related services through various operating companies,
uses the concept of sustainable return on investment (SORI). SORI gives a complete
comprehensive cost-benefit analysis study over a project’s entire lifecycle. SORI
aides HDR in decision making by allowing them to see the true value of each
alternative, which alternatives are viable or have the best payoff and what the
probability of achieving a positive payoff is. The economic success that is created

by an organization is acknowledged to have an impact on its suppliers, vendors,

and consumers, and its community.
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Why Become
Sustainable?
Benefits
and Lessons
Learned

@\

o understand the context for why companies adopt sustainability
practices, one must first look at the number of macro forces that ex-
ert pressure on companies, says Gary Sorin of Interra Consulting, a
management expert with experience in environmental sustainability.
“Major things are happening that have direct and indirect impacts
on even the smallest businesses,” says Sorin. These forces include technology
advancements, globalization, resource constraints, climate change, and bio-
diversity issues, among others. Stakeholders—such as employees, consumers,
regulatory bodies, and the local community—create demands on companies to
do something about these forces.

For example, regulatory bodies may demand from companies such things

as transparency in reporting. Consumers increasingly want natural resource
protection. Employees have a vested interest in fair trade and labor practices.
Because companies cannot ignore such demands, they look for strategies to
satisty their stakeholders. “Sustainability business practices offer owners and
managers tools to respond to the demands of these stakeholders, while reaping
a number of benefits,” says Sorin. He suggests that “Management should use
sustainability as a lens through which to create a business action plan to deal
with the demands and macro forces. Sustainability is a process, a business tool
that can help your company reap a number of benefits”

Larger companies are currently the leaders in the sustainable movement,
publicly measuring, tracking, and documenting their efforts. Small- and
mid-sized business owners can learn valuable lessons from the large
companies’ early moves into sustainability. Small businesses have the same
opportunities (proportionally) that larger ones do, and often have the
increased advantages over large companies of greater flexibility and speed
in adopting new sustainable practices. A recent initiative by the New Jersey
Department of Environmental Protection was established in part to give
businesses of all sizes the opportunity to network and share best practices.

In the next few pages, we highlight the benefits that companies have achieved
through implementing sustainable practices and point out some of the chal-
lenges companies may face on the way to achieving these rewards. Among

the benefits are cost savings, competitive advantage and improved company
reputation, mitigating risk, attracting and retaining employees, innovation and
new business opportunities, and access to capital.

BENEFIT: Cost Savings

Environmentally and socially responsible does not necessarily mean costlier.

In fact, almost every sustainable proposal involves two very basic ideas that

are crucial to a company’s bottom line: reducing waste and improving efficiency.
Whether you manufacture goods or sell services, your operations depend on
the use of energy and resources found in the product design, in manufactur-
ing goods or providing service; in the transportation or delivery to consumers;
and in the disposal of products, after they have ceased to be useful. Research-
ers who studied the sustainability initiatives of 30 companies over time found,
among other things, that developing environment-friendly policies lowered costs
because companies reduced their inputs. Its basic business common sense: by
reducing energy, inputs, and waste, companies save money.
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While outcomes can vary across sectors, there are three
areas that tend to provide the most opportunity for cost
savings and environmental impact: energy usage, waste,
and transportation.

OPPORTUNITY 1: Energy efficiency has been improving
for decades. In 2009, the United States consumed 1.76
BTUs of primary energy (energy in its natural state, such
as coal or gas, not yet converted to electricity) for every
dollar of GDP. In 1970, it took 4.70 BTUs to produce a
dollar of GDP—that means we currently use less than
half the energy to create a dollar of GDP than 40 years
ago. And despite the recent tough economic times,
many businesses are continuing to invest in energy
efficiency. In 2010, more than 6,200 commercial
buildings in the United States received the EPAs Energy
Star label for superior energy efficiency, an increase of
60 percent over 2009.

The obvious first step for decreasing energy use is to
measure your current use and find ways to lower it.
However, this may prove easier said than done. Even in
a small company, the decision makers may not be aware
of energy costs and usage. Utilities may be controlled
and paid for by a landlord. The finance person who pays
the bill doesn’t speak the same jargon as the facilities
manager. But in order to take the first step, business
owners must benchmark current energy use, set goals
and targets for reducing energy usage, and then deter-
mine specific strategies for achieving these goals. Energy
service companies can create an audit for your com-
pany, and generally have long-term financing options
for implementing recommended upgrades or retrofits.
In New Jersey, the Board of Public Utilities’ (BPU) Pay
for Performance Program has a number of incentives
designed to reduce energy use in both existing buildings
as well as new construction and provides assistance for
existing commercial and industrial buildings with a
peak demand over 100kW in the preceding year.

Recently, new tools for businesses are increasing energy
efficiency gains, including energy management software
and sensor-based control systems, which enable heating
and cooling to be adjusted on demand. Further, energy
management software can help guide management’s
decision making to discover where the highest cost
savings and shortest payback periods can be achieved,
through upgrading lighting or adding insulation
(relatively low-cost efforts) to retrofitting or replacing
manufacturing systems.

L'Oreal USA eliminated traditional fluorescent light
bulbs at one of its Piscataway buildings, replacing them
with more efficient LED (light emitting diode) lighting
in the administration and production areas and install-
ing sun tubes (skylights that transfer solar light) in the
warehouse. These partial installations alone, saved at
an estimated $12,910 annually and reduced GHGs by
20,000 kg. Currently, New Jersey offers lighting retrofit
incentives through the BPU.

Renewable energy, or energy that does not emit green-
house gasses, such as solar, wind, or geothermal energy,
is more expensive for businesses to green their opera-
tions than energy efficiency. Remember, the kilowatt
per hour not used means dollars not spent. So all efforts
should be made to increase efficiency before any dollars
are spent on solar panels or a wind turbine. That being
said, the percentage of electricity being produced from
solar, wind, geothermal, biomass, and other sources

is steadily inching upward, and currently accounts for
nearly 4 percent of all energy in the United States, a

64 percent increase over capacity five years ago. New
Jersey has become a national leader in renewable energy,
with over 12,000 solar energy installation projects,
supplying over 530 MW of power.

A major obstacle to widespread implementation of
renewable energy systems is the lack of a national
renewable energy policy that would provide long-term
certainty for investors. For most small- to mid-sized
businesses, government incentives are essential for
creating a payback period that works. However, for
companies willing to commit to a longer pay back
period, despite the absence of government incentives,
many solar companies offer attractive financing and
leasing options, which can still make economic sense for
small businesses looking to cut electricity costs. Another
benefit of solar, wind, cogeneration, and other clean
energy sources is that they minimize the demand on
our electrical grid, reducing the chance of black outs or
brown outs during periods of high energy usage.

OPPORTUNITY 2: Waste is just as important an issue
for the environment as carbon. According to EPA data,
for each pound of trash that consumers discard from
the goods and products we use at home, 60 pounds of
trash are generated in the manufacture and delivery of
those goods. The removal of municipal solid waste can
be a huge cost for many businesses. A cost that can be
substantially reduced by diverting waste from land-
fills and incineration. Most companies tackle this by
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implementing the three Rs: reduce, reuse, recycle. This
means taking sustainable actions such as reducing or
redesigning packaging and materials used in trans-
portation and marketing displays; reusing shipping
containers, pallets, and all other materials that are part
of your process; and making or using products with
recycled materials, as well as recycling paper, plastics,
and metals from all company operations.

A growing number of companies have instituted “zero
waste” campaigns at their facilities, and are realizing
major cost savings. In 2010, General Motors stated that
over half of its 142 global manufacturing plants now
send no production waste to landfills, a decade long
effort. Their goal for zero waste entails putting even
the smallest bits of waste to productive uses, such as
reconditioning used oil for use in GM facilities; reusing
and rebuilding wooden pallets, or grinding them into
landscaping chips; and turning cardboard shipping
materials into sound-absorption material and paint
sludge into plastic shipping containers. To meet its goal
of becoming landfill free, GM enlisted the help of its
10,000 or so suppliers that ship parts to GM, giving
them detailed instructions on packaging and ship-
ping, such as minimizing shrink wrapping, taping, and
bagging; eliminating glue and staples from cardboard
boxes; and replacing wooden pallets and supports with
cardboard whenever possible. Only by greening its
supply chain could GM meet the high environmental
standards it set for itself in becoming “dumpster free”
And substantial cost savings ensued: since 2007, GM
says its recycling and reuse initiatives have earned the
company more than $2.5 billion in revenue.

Sometimes a waste stream can be repurposed into a
product for another company: a Kraft plant in Allentown,
Pennsylvania, that makes Grey Poupon, sends about

5 million pounds of mustard seeds for use as animal feed
now, instead of to a landfill. Another national leader in
the reuse and recycling field is Trenton-based TerraCycle.
It started with a Princeton University freshman selling
organic plant fertilizer made from worm waste and
packaged in used soda bottles. Over the last ten years,
Tom Szaky has grown the company into an innovative
recycling and reuse company that offers national
recycling or “upcycling” systems for non-recyclable
items, such as juice pouches or plastic candy wrappers.
TerraCycle actually will pay for the shipping and donate
fees to the schools and community groups that collect
the “trash,” which eventually become a wide variety of
consumer products, including park benches, purses and
wallets, and fittingly, garbage cans, for sale in stores like
Wal-Mart and Target.

NJPRO ¢ SUSTAINABILITY FOR BUSINESS

OPPORTUNITY 3: The transportation sector is experi-
encing a boom in greener technologies and practices,
with the resurrection of electric vehicles and new ef-
forts from the largest logistics companies to decrease
fuel use and greenhouse gas emissions. This is not to
suggest that small- and mid-sized businesses need

to invest in expensive hybrids or electric vehicles to
make a difference. Businesses can adopt a wide range
of sustainability strategies, such as offsetting carbon
emissions through a small fee at UPS to instituting an
employee telecommuting program.

According to the Telework Research Network, an
advocacy and research group for telecommuting, if
U.S. workers who are allowed to telecommute (about
40 percent of the workforce) did so part time, it would
save over 280 million barrels of oil annually. Further, the
group claims that if employees telecommuted just one
day per week, it would save about $6,500 per employee
a year in reduced office space, lower turnover and
absenteeism, and increased employee productivity.
The group has a free, customizable calculator on their
website that allows employers to examine the potential
savings from an employee telecommute program.

The growth of web-based networks, or “cloud com-
puting;” which allows workers to log into a company’s
system from remote locations through the internet, is
adding to the growth of telecommuters. And it’s not just
at big companies: according to the research firm IDC,
over a third of companies with less than 100 workers
employee telecommuters. For Mark Blanke, managing
principal and co-founder of OwlPoint Technologies, an
information technology consulting firm (that also spe-
cializes in Green IT) based in Hillsborough, New Jersey,
having a virtual office made the most sense for their
business. With employees routinely working on site at
their clients’ offices, it didn’t make sense for the company
to pay for office space and utilities that no one would use.
That being said, Blanke says that the company only hires
individuals who are well-motivated to work on their own
and enjoy a more flexible and “quiet” work environment.

BENEFIT: Competitive Advantage and Improved
Company Image

For many companies, sustainability offers a means of
distinguishing itself from competitors, through the
perspectives of earning trust for its products or services
and an image of responsibility and leadership. But it
goes beyond just image. Harvard researchers found that
companies that voluntarily comply with more rigorous
standards benefit from “first mover advantage in terms
of fostering innovation.” Efforts to achieve sustainable



By implementing sustainable practices, management
creates a forward thinking culture in which employees
learn to anticipate the market trends and industry
regulations coming down the road.

levels, standards or certifications that are more rigor-
ous than current standards can boost companies to the
forefront of the market—they are better prepared to suc-
ceed in markets with greater environmental constraints.
By implementing sustainable practices, management
creates a forward thinking culture in which employees
learn to anticipate the market trends and industry
regulations coming down the road.

In fall 2009, MIT Sloan Management Review conducted a
business sustainability survey of 1,500 worldwide execu-
tives and managers about the intersection of sustainability
and business strategy. By a large margin, respondents

said the impact on a company’s image and brand is the
principal benefit of addressing sustainability (followed

by cost savings and competitive advantage). And a recent
consumer research report by BBMG, a marketing com-
pany, identified an evolution of shoppers, or “conscious
consumers,” who are distinguished as “early adopters

and ‘box turners’ increasingly concerned with products’
impact on the planet and its people” Twice as likely to try
new products or services, these “New Consumers” are

25 percent more likely to pay more for sustainable
products, share information online, and reward or

punish brands based on corporate behavior. BBMG says
there are 70 million of these new consumers across the
United States. Sustainable products are slowly and surely
growing up into big business.

But marketing your sustainability efforts to your
stakeholders can be tricky. Recent consumer surveys
show both distrust and confusion over environmental
marketing claims. About 41 percent of Americans
erroneously believe that a product’s claim to be “green”
or “environmentally friendly” means that it has a
positive effect on the environment. Just 29 percent
understand that these terms indicate products have
less environmental impact than previous or compet-
ing products. This misunderstanding of environmental
labeling opens companies up to the risk of consumer
backlash, with 71 percent of Americans saying they will
stop buying a product if they feel misinformed.

To combat at this problem companies turn to these
“trustmarks” such as eco labels that act generally as seals
of approval from independent, third-party certifiers.
With so many labels competing for attention, both

individuals and businesses have difficulty navigating which
products are deserving of their investment. An example

of this eco-label hazard occurred in March of 2011, when
seven national companies, including Aetna and Allstate,
ended their relationship with the Sustainable Forestry Ini-
tiative (SFI) eco-label, due to claims of “greenwashing” and
not maintaining an independent relationship with the U.S.
papery industry. Several of the companies, including
OfficeDepot, announced their switch to products

bearing the Forest Stewardship Council (FSC) label,

which is internationally recognized.

As the sustainability movement matures, many of these
eco-labels and certifications will likely merge and some
will win out over others. In October 2010, the Federal
Trade Commission began seeking public comment on
proposed revisions to its “Green Guides,” which provide
guidance for the use of environmental marketing claims,
last updated in 1998. These forthcoming guides should
also help provide some clarity for businesses seeking to
certify their own sustainability efforts as well as to become
informed consumers themselves in the supply chain.

BENEFIT: Risk Mitigation

Small- and mid-sized companies are especially vulnerable
to volatile prices for food, energy, water, and other com-
modities. Weather catastrophes, turmoil in oil-producing
countries, and other world events can abruptly increase
the cost of operating business. Companies worldwide have
begun to institute sustainable practices that enable them
to rely on fewer natural resources, therefore leaving them
less exposed to wild swings in the market.

In recent years, consumers have grown more concerned
about the toxins, carcinogens, and harmful metals found
in consumer products such as food packaging, baby
bottles, fast-food toys, mattresses and even in the

Miley Cyrus line of jewelry, which had to be recalled

from Wal-Mart stores. This concern has led to the rapid
rise of “green chemistry”—which attempts to decrease or
eliminate harmful or obscure substances that are com-
monly found in manufacturing of products. Using green
chemistry, the companies BASF and Dow Chemical jointly
developed a more sustainable way to produce propylene
oxide, removing hazardous effluents and reducing energy
usage by 35 percent and wastewater by 70 to 80 percent.
Propylene oxide, a plastic building block is used worldwide

Continued on page 8
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ﬂ Greening the Supply Chain

or many companies, the biggest impacts to
their environmental footprint and level of
social responsibility fall outside their direct
control and reside within their supply chain.
These impacts can include carbon emis-
sions from transportation, waste from packaging, or
customers not being able to recycle the end product.
As companies attempt to make their operations more
sustainable, management is turning their attention to
supply chain operations for reducing emissions and
waste, and ultimately, finding cost savings."

The Carbon Disclosure Project (CDP) is a global organi-
zation made up of 3,000 organizations around the world
to address carbon emissions. In 2010, CDP launched

the cdp supply chain program, a collaborative effort

of 57 large corporations (including Pepsico, Johnson &
Johnson, 3M, Dell) to extend their sustainability efforts
beyond their direct corporate control to their suppliers.
CDP and these corporations are developing reporting
tools and reduction strategies to extend to thousands of
suppliers in order to analyze the supply chain and achieve
reduction goals. According to the 2011 CDP supply chain

Continued from page 7

in hundreds of products, including pesticides, home
insulation, paints, and pharmaceuticals.

Compliance with government regulation, long to estab-
lish the commitment to sustainability as a threat to the
profit margin, is increasingly seen by businesses as an
opportunity, and is usually the first step companies take
on the sustainability continuum. Companies often adopt
higher voluntary standards or certifications. Compa-
nies such as BASF and Dow Chemical have shown that
adopting more stringent standards long before they
become regulations fosters innovation and creative
problem solving.

By embracing the highest environmental standards,
companies also set themselves up to benefit from
economies of scale. Companies who adhere to the
lowest standards can only sell their services or prod-
ucts in markets where their products meet regulation.
Companies who adopt the strictest standards are able
to comply with standards globally, and can therefore
save money and optimize supply chain operations
through economies of scale. Further, companies that
make employee safety, diversity hiring and promoting,
and community engagement essential to their mission
and business strategy, can better manage other types of

NJPRO ¢ SUSTAINABILITY FOR BUSINESS

program report, more than 50 percent of large businesses
and 25 percent of their suppliers have seen cost savings
as a result of carbon management activities.?

The supply chain offers both opportunities and
challenges for reducing costs and mitigating risks.
Key entry points for “greening” the supply chain
include the following:

LOGISTICS AND DISTRIBUTION

Reduce unnecessary deliveries and orchestrate the
most efficient routing. Investigate the use of low carbon
emission and alternative fuel vehicles and technologies.
PRODUCT DESIGN

Keep packaging to a minimum. Use recycled and
recyclable materials and components. Design products
for extended life use.

WASTE DISPOSAL
Strategize ways to reduce, reuse, and recycle.

INFORMATION TECHNOLOGY

Energy efficient servers, data centers, and computers
can lower energy usage and costs. Other opportunities
for energy and cost savings include telecommuting
and videoconferencing.

risk, including the expenses associated with employee
accidents, environmental lawsuits, or a product boycott.

BENEFIT: Innovation

There are generally three ways in which companies tend
to experience innovation when applying sustainability:
(1) New Processes, (2) New Products or Services, and
(3) New Business Models.

1. NEW PROCESSES. By aiming for sustainability,
companies must take a hard look at their current
processes and find new ways of conducting business,
often through a pilot program. The most effective
efforts to change a current business process engage

all those involved in the process—employees, cus-
tomers, and stakeholders—in order to implement the
improvements, which if successful, then become the
new process. For example, OfficeMax invited one local
office of a global communications company to test out
a more sustainable office supply delivery method:
using reusable tote bags in lieu of cardboard boxes.
With initial success at the first location, OfficeMax
then broadened the practice to other customers
throughout the Pacific Northwest.

2. NEW PRODUCTS AND SERVICES. For some
businesses, the path to sustainability encourages the
development of completely new products or services.
Knowing the pressure of energy costs on its customers,



MANUFACTURING
The most efficient manufacturing techniques include

process improvements like Lean Six Sigma (see page 20)
that lower energy consumption, optimize worker and
machine efficiency, and manage the flow of waste.

A number of critical issues are involved in greening
supply chain operations, with reliable measurement and
tracking being the major challenge. According to the
cdp supply chain project, 72 percent of large businesses
have their data verified externally but just 39 percent

of suppliers do so due to the high costs associated with
this process.*

In order to improve performance and sustain efficiency,
carbon emissions and other environmental impacts must
be monitored throughout the product lifecycle. This
entails collaborating with all stakeholders throughout
the supply chain, from suppliers to customers, in order
to benchmark current energy use, emissions, and waste
(and their costs). Reporting capabilities of emissions

and energy use may be varied, with some suppliers or
vendors unwilling or unable to report greenhouse gas
emissions or other waste issues.

Carrier, one of the leading makers of air-conditioning
equipment, moved beyond just supplying air condition-
ers. Carrier created a “comfort lease” for customers,
designed to maintain a building’s comfort, which ex-
panded the company’s traditional business of installing
cooling systems to offering services such as lighting
retrofits, upgrading windows, and other building retro-
fits. These services resulted in customers needing less
air-conditioning (and therefore lowering their energy us-
age and costs), achieving greater comfort, improving the
environmental bottom line, and opened a new revenue
stream for Carrier.

3. NEW BUSINESS MODEL. Sustainability can be a com-
plete game changer to a company’s current business
plan, and for some companies, sustainability offers an
entrepreneurial opportunity. Consider Method, a small
San Francisco-based sustainable consumer products

company, which has had tremendous growth since its two

founders began offering sustainable cleaning products

in 2001. Started with a commitment to non-toxic and
environmentally friendly cleaning supplies, the company
continues to challenge itself to deliver better products
through innovation. In 2010, the company had to “kill
oft” its bestselling liquid laundry detergent because of

a technology breakthrough. That allowed it to use

75 percent less packaging and leave a 35 percent smaller
carbon footprint, and has enabled Method (still at only

A number of large companies are supporting their
suppliers with the means to calculate energy use, such
as Pepsico, which provides a proprietary energy mea-
surement tool, enabling any of its supplier to calculate
the top 10-15 energy conservation opportunities.’

Stakeholders’ input is also essential in creating and
then implementing sustainable strategies to get prod-
ucts and services to market more efficiently and
position the company to benefit from increased brand
value. In april 2011, Proctor & Gamble released the
second version of its environmental sustainability
scorecard, which intensified its efforts, from bench-
marking suppliers to rating and rewarding them.
Meant to track and improve key sustainability mea-
sures among 400 of P&G’s suppliers, the scorecard
highlights energy and water use, waste disposal, and
greenhouse gas emissions on an annual basis. Not only
were most suppliers able to track the measures, but
about 40 percent of suppliers offered innovative ideas
for improving P&G’s business and environmental foot-
print; many ideas were turned into actual projects.®

115 employees) to compete with companies on a much
larger scale, like Proctor & Gamble and Clorox.

BENEFIT: Attraction & Retention of Good Employees
All companies understand the advantage of having the
best and the brightest employees, and the cost to busi-
ness of high turnover. For small companies, the cost

of replacing an employee is estimated at $6,000, when
taking into account the costs of hiring, training, and the
lost productivity until that new employee is installed and
productive. Research found that three-fourths of entrants
to the workforce in the United States considered social
responsibility and commitment to the environment as
significant when choosing employers.

A number of companies invest heavily in employee
benefits. SAS, the computer software company, pays for
health care premiums, subsidizes day care, and provides
substantial vacation time, in order to attract and retain
their talent. In 2010, SAS received over 45,000 applications
for employment and had just 2 percent turnover. While
some companies might see these employee benefits as
costly, SAS view their policy as enhancing innovation and
productivity and therefore increasing their bottom line.

BENEFIT: Access to Capital
Socially responsible investing (SRI) has been around for
over a decade; in 1999, Dow Jones created the Dow Jones

Continued on page 10
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Continued from page 9

Sustainability Indexes to track the financial performance
of sustainability-driven companies globally. In Sep-
tember 2010, Newark-based Public Service Enterprise
Group (PSEG) was named for the first time to the Dow
Jones Sustainability World Index, a list of 318 companies
selected on an analysis of economic, environmental,

and social performance measures.

Increasingly, philanthropic foundations, commercial
financial institutions, community development
programs, and high net worth investors are turning
to “impact investments,” or investments that produce
a positive impact beyond a pure financial return.
Companies that can measure their sustainable perfor-

mance, and show their products or services are having
positive impacts in areas such as housing, education,
health, energy, and financial services and tap this private
investment pool more readily than their competitors
who have no sustainable intent.

In New Jersey, the Prudential Social Investment
Program makes socially responsible investments in
economic development and education, targeting
investments that “provide the greatest social impact
for individuals and communities in those where
Prudential has its most significant business presence.”
In 2007, Prudential Social Investments approved

$60 million in new deals, disbursed $50 million, and
managed $312 million in assets.

10

The Path to
Sustainability:
Where and
How to Begin

ustainability is workable at just about any size company. Larger

corporations may have greater financial and personnel resources to

devote to integrating sustainable measures than a small business,

but a smaller business may be more workable with fewer mid-level

managers and geographic locals to deal with. Sustainability experts
contend there is no single right way to achieve sustainability—size, sector, and
individual companies’ visions and goals will dictate the level of sustainability
and the methods a company takes to get there. However, we've gathered the
following actions that your company can do (and may already be doing) that
research and experts have shown are effective in putting companies on the path
to sustainability.

Start with a Self-Examination

Sustainability begins with looking at what you already do. Analyze your
company’s value chain--that is, step back and take a wide-angle view of your
business, and all its value-generating business activities, from your suppliers’
suppliers to your customers’ customers and examining each step of business
activity in your company. Identify all your stakeholders—not just your
consumers—but your employees, vendors, suppliers, community, regulatory
body, and investors (or potential investors). Identify where sustainable and
socially responsible initiatives are already occurring (We recycle! We have
an employee-ownership program!) And how these actions currently provide
value to your stakeholders. If you're not finding a link between your sustain-
able activities and your stakeholders, you might discover that your company
needs to communicate its good deeds more assertively. Finally, take a look at
all the points in your value chain to determine where you could become more
efficient or create less waste.

Create and Articulate an Action Plan

The scope of your strategy can be broad (across your entire organization) or
narrow (focusing on just one division). Your plan can focus on just one ele-
ment of the triple bottom line to start, or all three—environment, society, and
economy. First, emphasize what you're already doing and build on your current
sustainable actions. Then identify specific actions that need to be taken, with
short- and mid-term targets. Your strategy should be activities-based, focusing
on which objectives you wish to commit to and the specific initiatives that will
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get you there. For example, if your company decides it
wants to reduce its carbon footprint, the initiatives may
include getting an energy audit and making a commit-
ment to the five recommendations from the audit that
will earn your company the most return on investment.

Identify who in your organization will lead the initia-
tives and ensure that actions are being implemented and
reported on responsibly.

Communicate the plan and goals internally and with all
your stakeholders, so they can assist in the initiatives and
have a full understanding of the reason for the changes
and how the changes may affect them. Change is difficult
for most people, and expect initial resistance. But by
being as inclusive as possible and listening to employees,
consumers, and other stakeholders’ concerns, it will be
easier to articulate your goals and successfully imple-
ment your strategy.

Measure and Assess

As in almost all business strategies, measuring your
current performance and assessing your companies’
strengths and weaknesses is essential to meeting your
goals. This NJPRO report includes a checklist that
business owners can use as a guide to start thinking
about areas of the company where they can find both
low hanging fruit and areas that may need greater
efforts or investments down the road.

There are also a number of tools available on the internet
for businesses to assess their level of sustainability.

B Lab provides the B Impact Rating System, a free
and confidential tool that produces a sustainability
scorecard for a company. It provides a lengthy set of
questions about a company’s products, services, man-
agement policies and carbon footprint as a free tool

to measure and manage sustainable efforts. Included
in the system are resource guides to help explain and
move people up the learning curve to implement a life
cycle assessment or create an employees’ handbook.
The scorecard allows companies to gauge their gaps
and strengths, helping with decision making on which
sustainable efforts to focus.

The global reporting initiative, a non-profit that
establishes globally accepted sustainability reporting
guidelines, provides free performance indicators and
reporting standards for economic, environmental, and
social disclosures. And they’ve organized their guide-
lines by sector, to make the standards more relevant to
your specific business. By adopting these guidelines,
international companies can lend transparency and

reliability to the reporting of their sustainability efforts.

Leadership

Joel Makower, co-founder and executive editor of Green-
er World Media, Inc. And author of beyond the bottom
line, found that companies with success in implementing
sustainability practices had three things in common:

1. Someone high up was placed in charge of the compa-
ny’s sustainability measures, signifying the priority level
given by management.

2. The company released a written policy or mission
statement detailing sustainable goals and objectives and
established specific benchmarks to measure their efforts.

3. All employees in the company were held accountable
for the policy and benchmarks, often with pay or bonuses
linked to sustainable performance. To the greatest extent
possible, companies involved suppliers, customers, share-
holders, and the community in the process.

The largest obstacle is often the innate resistance to
organizational change and the inability of company
leaders to convey the objectives and goals through the
work force. For true change to occur, leaders must
ensure that it’s an all hands on deck effort, from
turning off lights and computers overnight to brain-
storming about large scale processes to find efficiency
and eliminate waste.

Team Work

Design engineers, building managers, it staff, and
the managers who make the finance decisions speak
different languages and seldom work together.

But in order to achieve sustainable transformation of
your business, company leaders need to reach out and
solicit opinions from the employees who will actually
carry out the sustainable efforts. Buy-in from your
stakeholders—your employees, customers, investors—is
essential to making sustainable goals a reality.

Continuous Improvement

Sustainability is not a one-time effort, it is a framework
for decision making. All our examples of companies that
have tackled sustainable practices and products and ser-
vices, point to the fact that transformation of a business
takes sustained effort, and often many years, for it to
take full effect. Sustainability is not static, but a constant,
moving target. Companies start with measuring perfor-
mance and assessing strengths and weaknesses and by
the time they’ve activated a plan and achieved success,
it's time to measure performance, improve efforts, and
begin the cycle anew.

NJPRO ¢ SUSTAINABILITY FOR BUSINESS

11



12

Conclusion
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s companies engage in reorganizing their business model to

become more sustainable, they are experiencing a number of

side benefits. Through energy efficiency efforts and reducing

waste, companies are lowering their cost of doing business. In

addition, rethinking the inputs, processes, and outputs of their
business has led many companies to create innovative products and services,
generating new sources to grow profits. Companies with reputations for
sustainable and responsible practices are able to retain employees and recruit
the best talent.

With the number of business leaders and researchers proclaiming that sustain-
ability is the new megatrend in business strategy, businesses of all sizes and

in all sectors, are likely to pay much more attention to the triple bottom line.
In cities and states across the country, government leaders are reaching out

to support businesses engaged in sustainability, with the goal of developing a
more innovative and greener economy that is integrated with the sustainability
goals of local citizens. For example, Greenworks Philadelphia is the city’s
campaign to transform Philadelphia into the greenest city in america, with
specific long-term goals such as creating a competitive edge for the city
through sustainability, improving its infrastructure, and growing the number
of high-skilled green jobs there. The State of California encourages businesses
to make their facilities environmentally sustainable through economic
incentives and low-cost financing for water recycling and run-off projects;
commercial and industrial energy efficient equipment; grants for green
building and an expedient permitting process for Leadership in Energy and
Environmental Design (LEED) projects; among others.

In New Jersey, the Board of Public Utilities currently offers a number of
economic incentives for companies to become more energy efficient.
Additionally the Department of Environmental Protection is engaged in
many sustainability efforts including a sustainable business initiative.
However, if New Jersey is going to become a center of sustainability and a
leader in the green economy, more support from the state government is
essential. The following are a number of policy recommendations for the
state to consider implementing to grow the sustainable movement among
New Jersey businesses and create an innovative and flourishing economy.

Policy Recommendations for Government

Create a New Jersey Sustainability Business Network

Create a sustainability platform to encourage and support small- and mid-sized
businesses to adopt sustainable practices at the Department of Environmental
Protection (DEP). The program should include a multi-tiered approach to
incorporate sustainability education, networking opportunities, and financial
and non-economic incentives to drive sustainable behavior. Partners and
sponsors of the new jersey sustainability network should include the state’s
trade and manufacturing groups, higher education institutions, union represen-
tatives, larger corporations that have become leaders in sustainable initiatives,
and environmental groups. Creating the New Jersey Sustainability Network
will support the growth of the green economy in New Jersey, increasing the
number of green jobs and attracting businesses and entrepreneurs that are
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interested in the emerging sustainability industry.

New Jersey’s municipalities and individuals will benefit
from the growth of profitable businesses that engage

in their communities and function in harmony with
the environment.

This voluntary sustainable business network will allow
small- and mid-sized businesses to come together and
share best practices and experiences in sustainability;
encourage private and public sector partnerships in
large-scale energy, recycling, and other sustainability
initiatives; provide marketing and media exposure for
New Jersey companies engaged in sustainability and
the green economy; and provide businesses with tools
and guidance for measuring and implementing their
sustainable initiatives.

Revolving Loan Fund for Small Businesses
Establish a revolving loan fund dedicated to investment
in sustainable business practices and creative entre-
preneurship to reduce greenhouse gas emissions and
water usage. In the New Jersey as part of the Sustain-
able Business Initiative DEP surveyed businesses in
2011 regarding sustainability, 37 percent of respondents
(45 businesses) listed the lack of capital as a deterrent
to implementing more sustainable business practices.
Small businesses looking to finance long-term fixed
assets (such as the purchase of energy efficient
machinery and equipment), rehabilitation of buildings
or property, and leasehold improvements could be
assisted through a revolving loan fund.

Education

Create a business sustainability curriculum specific to
New Jersey businesses that involves both online and
hands-on training to be delivered through the state’s
community college system. Coursework should include
an introduction to sustainability, as well as multi-day
training that can be adapted for specific sectors: manu-
facturing, hospitality, retail, etc. Initial steps by the New
Jersey Higher Education Partnership for Sustainability
(NTHEPS) have started this dialogue. NJHEPS strives
to transform the higher education community in

New Jersey to consistently practice sustainability,

while contributing to the state, region and world’s
emerging understanding of sustainability. However,

a full business sustainability curriculum needs to be
developed for our schools.

Recycling

While New Jersey has one of the higher recycling rates
for Municipal Solid Waste (MSW) in the country
(37.9 percent in 2008), more can be done to assist
commercial and industrial businesses to maximize
their ability to reuse, recycle and compost. Less waste
removal translates to increased cost savings for
businesses. The New Jersey DEP’s Wastewise Business
Network should be expanded to steward the state’s
support of businesses’ waste reduction, recycling
efforts, and recycled product procurement. Further,
other states such as Oregon, Minnesota, and Iowa

(all with recycling rates higher than 40 percent) have
substantial tax credits or low-interest financing incen-
tives in place for recycling equipment or facilities.

Transportation

To advance the widespread deployment of low- and
zero-emission vehicles, the state should create an
incentive program that targets fleet owners and offers
rebates for the purchase of predetermined low emission
passenger vehicles, light-duty trucks, small buses and
local delivery trucks (under 14,000 pounds). The

New Jersey Department of Environmental Protection

is currently involved in a regional program, the
Transportation Climate Initiative (TCI). TCI is a
regional collaboration of 12 Northeast and Mid-Atlantic
jurisdictions that seeks to develop the clean energy
economy, while reducing emissions which produce
greenhouse gasses in the transportation sector. The
State’s Department of Transportation, EPA, BPU and
EDA should develop an adaptable master plan for a
statewide infrastructure system of public and commer-
cial charging stations for electric vehicles, in preparation
for the electric car vehicles that are being brought to
market by major automobile manufacturers.

Green Building

Expedited permitting, property tax reductions or
abatements, and efficiency bonuses have been found

to be highly effective in encourage energy efficient and
environmentally sustainable construction, according to
the national association of industrial and office properties
research foundation. Further, education and training in
green building practices and costs and benefits for both
developers and local and county government officials
promotes a culture in which all stakeholders can achieve
common goals.

NJPRO ¢ SUSTAINABILITY FOR BUSINESS
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SUStainable ost experts say that companies who

. map out a thoughtful, long-term strategy
Business to achieve sustainability have the best
PraCticeS chance for emerging as leaders. The fol-

lowing checklist offers a launching point

for where to begin. By rethinking your
company’s potential for transformation in each of these
areas, your company may discover cost savings or new
revenue streams, encourage innovation, and increase staff
morale, while also benefiting your community and the planet.
For 9 sustainability areas, we provide suggestions for key
performance indicators to track; the “low hanging fruit” or
a target or best practice that is easy to achieve; and then
the questions to ask your colleagues and management to
get yourself started down the path of sustainability, with
resources to help you find the answers.
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Energy Usage

INDICATORS TO TRACK: Determine
your company’s carbon footprint.
Calculators to determine carbon
emissions through shipping, com-
muting, employee travel, office
emissions and other energy uses
can be found at Carbonfund.org’s
carbon calculators website.

LOW HANGING FRUIT: Adopt an
energy policy that articulates the
company’s goals and objectives.
Areas to target immediately:

« Lighting consumes about

22 percent of all electricity in com-
mercial office buildings, affecting
a major portion of operating costs.
Generally, retrofits to lighting
systems produce savings as high

as 40 percent of current costs. For
example, switching 20 exit signs to
efficient led exit signs costs about
$800 upfront, but can save over
$19,000 in electricity over 10 years.”

« Installing a cool roof may provide
major savings in air conditioning
costs during hot months. A cool
roof has a special coating or surface
that reflects heat. The Department
of Energy provides a cool roof
savings calculator that takes in the
size and location of your building
to estimate what a cool roof

may do for your energy costs.?

« Commissioning, or creating a
strong operations and management
(O&M) program reduces annual
utility bills by 5 to 20 percent, with
no capital invested in upgrading
equipment. Focusing on making
equipment run more efficiently
tends to be no- or low-cost and
can be implemented by in-house
expertise. The EPA has published
a series of reports and assessment
tools designed to provide building
owners with best O&M practices
for saving energy and money.’

QUESTIONS TO ASK:

1. Have you ever examined your
company'’s energy bill? Does your
facilities team meet with your
financial team to identify ways

to reduce energy? Verifying your
energy usage and creating goals
for reducing your energy use and
costs requires many parts of your
company to work together.

» To determine what level of
efficiency upgrades your business
can support, consider the age
and condition of your equipment
and facilities, local utility rates,
hours of operation, and financing
capacity. The SBA provides meth-
ods for prioritizing energy efficiency
upgrades, including links to the EPA
Energy Star’s cash flow opportunity
calculator, information on federal
tax credits, and other tools to help
you prioritize your upgrades. Their
site also includes no- and low-cost
energy saving reminders, such as
changing HVAC filters and caulk-
ing and weather sealing for busi-
nesses.®

» Do you use 200KW or more
annually? Pay for Performance is
a whole-building approach to
saving energy in your existing
facilities and earning incentives
sponsored by New Jersey’s Clean
Energy Program.!

» Remodeling, renovating, or
purchasing new equipment?
You may qualify for assistance
from New Jersey’s New Jersey
SmartStart Buildings Program.?

Renewable Energy

INDICATORS TO TRACK: Energy
produced from renewable sources

at your facilities; percentage of total
energy use bought from green power
sources; purchase of carbon offsets
for travel, commuting, office opera-
tions, shipping, or other activities.

LOW HANGING FRUIT: if installing
or purchasing renewable energy

is impractical for your business,
consider purchasing carbon offsets,
or a credit that represents the avoid-
ance of the emission of one ton of
carbon dioxide equivalent. The U.S
department of energy’s green power
network website provides guid-
ance on purchasing green power or
carbon offsets."

QUESTIONS TO ASK:

1. Has the company done every-
thing possible to be energy ef-
ficient? While advances in solar
panels, wind turbines and geother-
mal are making these alternative
sources more viable, energy ef-
ficiency is the first step in reducing
your carbon footprint and achieving
cost savings. You should only turn
to greening your energy supply af-
ter you've invested in improvements
to your building envelope and
equipment to lower your energy
usage. New Jersey has a number

of renewable energy incentives in
the Board of Public Utilities’ Clean
Energy Program, where companies
may find attractive financing for
solar and cogeneration (combined
heat and power).*

2. Are the company’s buildings or
facility a suitable candidate for
solar panels or a solar hot water
system? Is geothermal a possibility?
Wind? Renewable energy resources
must be suitable for your needs.
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3. Is there potential for third-party
financing or a power purchase
agreement for a renewable energy?
If your real estate or facilities are
ideal candidates for a renewable
energy project, you may be able
to find an investor to enter into an
energy services agreement which
allows your company to purchase
energy from the system, and the
investor-owner to assume the cost
and risk of installing the system.

Transportation

INDICATORS TO TRACK: Percentage
of company facilities within !/2 mile
of public transportation; percentage
of employees telecommuting; miles
and emissions avoided through
telecommuting; percentage of fleet
that are hybrid, alternate energy, or
electric vehicles.

LOW HANGING FRUIT: Create a
business-wide policy for drivers and
employees to ensure they employ the
most fuel efficient driving practices:
driving at the speed limit, parking

in shaded areas, tracking fuel usage,
employing GPS to create the most
efficient routes, and reducing or
ending idling can reduce fuel use and
lower carbon emissions. Driving be-
havior accounts for up to 33 percent
of fuel consumption and by making
safe, efficient driving a priority, com-
panies can also save on fuel costs."

QUESTIONS TO ASK:

1. Can you test a telecommuting
program with your employees, even
if it means just one or two days at
home? When Verizon surveyed its
teleworking employees, it found
that in just six months, 200 em-
ployees saved 18,000 gallons of

fuel by working from home or re-
mote locations, and avoided 10,680
hours of commuting time.!®

2. Does it make more sense to rent
vehicles from a vehicle-sharing
company, such as zipcar, which
offers discounts to business
clients and have hybrid and other
energy efficient vehicles available?

3. Do you maintain your current
vehicle fleet to ensure peak effi-
ciency and get better mileage?

4. Do you invest in fuel-efficient
and alternative energy vehicles,
taking advantage of state or federal
tax incentives available for hybrid,
alternate-energy, or electric ve-
hicles? For guidance on creating a
green fleet, check out evergreen-
fleets.org, which provides a fleet-
emissions calculator and guidance
for creating a greener fleet.”

Water Usage

INDICATORS TO TRACK: Annual
water usage for all company
activities; bi-annual reduction in
water usage; percentage of water
harvested on-site or recycled;
percentage of low-flow faucets or
toilets installed across all facilities.

LOW HANGING FRUIT: Low-cost
and easy water conservation
methods include harvesting rain-
water, landscaping with drought
tolerant plants, fixing leaky faucets
and shower heads, and installing
low-flow toilets and faucets.

QUESTIONS TO ASK:

1. Have you determined your compa-
ny’s water usage? Once you under-
stand your company’s water needs,
then you can set a practical goal or
percentage reduction. Review your
company'’s water bill monthly to be
on the lookout for spikes, which may
indicate leaks or other problems.

2. Does maintenance regularly
check for and repair leaking pipes
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and faucets? Have you installed
water efficient appliances, shower
heads, urinals, and faucets?

3. If your business uses a significant
amount of water during production,
is it possible for your business to
recycle water on site or use a
closed-loop or other recovery
system? Tips and tools for creating
a water efficient and sustainable
landscape are offered by landscape
for life, a joint effort by the united
states botanic garden and lady bird
johnson wildflower center.’®

Waste and Recycling

INDICATORS TO TRACK: Total

solid waste generated by company
activities in metric tonnes; tonnes of
material recycled; tonnes of material
disposed into landfill; recycling rate.

LOW HANGING FRUIT: Identify
containers, packaging, and other
supplies that can be reused in-
stead of thrown away. Donate and
exchange unwanted materials or
goods to community programs
and schools. Evaluate your need
for packaging, paper, ink, material,
adhesives, etc.

QUESTIONS TO ASK:

1. Does your company dispose of
hazardous waste, such as batter-
ies, paint, and electronic equipment
in a responsible manner? The epa
provides a methodology for con-
ducting a waste assessment for
your company.!®

2. Have you checked out resources
like the Farleigh Dickinson Sustain-
able Business Incubator and the
Mid-Atlantic Regional By-product
Synergy Project run by gti environ-
mental services to find partners for
your waste products? Your company
can potentially avoid using landfill
space and create new revenues.?°

3. Do you provide education for
your customers about what they
can do with packaging or products
they no longer use?



Supply Chain and
Procurement

INDICATORS TO TRACK: Percentage
of freight delivered through lower
impact transportation (example: not
via air transport); percentage of
suppliers that have sustainable
certifications; percentage of suppli-
ers that use renewable energy.

LOW HANGING FRUIT: Using local
suppliers helps lower carbon
emissions from transportation.

QUESTIONS TO ASK:

1. Have you conducted an audit of
materials and equipment used in
the manufacturing process? What
percentage of materials used dur-
ing the manufacturing process have
gone through a life cycle assess-
ment? Is it possible to visit your
suppliers and vendors in order to
ascertain that environmental and
social criteria are being followed?
Do suppliers use renewable energy?

2. What percentage of materials
used in production or packaging
are toxic? Can this percentage be
reduced? What percentage of
materials used in production or
packaging are biodegradable

or recyclable?

3. Can you apply independent, third
party certifications on products
your buy, such as fair trade and
Forest Stewardship Council (FSC)
certifications? When purchasing
new furniture, have you shopped
for recycled furniture or carpet or
furnishings that receive sustain-
able certifications??! Remember to
consider long-term, not just upfront
costs-more durable furnishing may
be more expensive, but will last lon-
ger and have a resale value, rather
then just be destined for a landfill.

4. What percentage of your suppli-
ers are women- or minority-owned
businesses? Does your supply chain
management plan focus on under-
served populations or helping to
create economic development?

Community Engagement

INDICATORS TO TRACK: Percentage
of profits designated for philan-
thropic efforts; number of volunteer
hours donated by employees.

LOW HANGING FRUIT: If cash is
tight, identify what your company
can donate in terms of products,
facilities, or services in lieu of
monetary contributions.

QUESTIONS TO ASK:

1. Examine your company’s
philanthropic efforts and determine
what percentage of profits has
been designated for contributions.

2. Do you encourage workers to
donate their time to volunteer
efforts by giving them time off or
flexible schedules?

3. Is your company located in an
economically-stressed area where
jobs are in demand? Are you hiring
local workers to help supply some
of that demand? Are you using
local vendors and suppliers?

Employment Practices

INDICATORS TO TRACK: Start by
examining and measuring your
company’s turnover rates, diversity,
growth rate, and your ability to
attract talent.

LOW HANGING FRUIT: Consider
drafting an employee handbook that
provides the mission of your com-
pany, along with information about
compensation, benefits, training,
termination practices, ethics, and
work-life balance.

QUESTIONS TO ASK:

1. Do you have merit-based hiring
and promotion practices in place?
Is there equitable distribution of
wages, salaries, and benefits? Is
there opportunity for employee
ownership in the company?

2. Do employees have access to
training or educational assistance?

3. Are you providing the best health
care policy you can afford? Dental
insurance? Disability?

4. What other benefits can your
company afford to offer to
employees such as scholarships,
discounts, and wellness programs?

Workplace Environment

INDICATORS TO TRACK: Telecom-
muting hours, percentage

LOW HANGING FRUIT: Consider
setting up a performance feedback
system with employees that
establishes a consistent and formal
process providing feedback that
identifies personal and professional
goals, provides direction for
advancement, includes peer
review, and allows for employee
suggestions and complaints.

QUESTIONS TO ASK:

1. Is your workplace safe and
healthy for all employees? Do you
have access for employees with
disabilities?

2. Is the workplace culture fair
and respectful, where employees
can trust each other and their
supervisors?

3. Are your employees eager to
come to work every day? Are they
appropriately challenged? Are
employees able to concentrate

on their work and be free from
distractions? Are employees given
consistent, formal and informal
feedback and allowed to provide
input into how things are done?
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B CASE STUDIES

Gibbons Law Firm
Finds Employee
and Client Support
in Going Green

hink of a law firm, and most
T of us immediately conjure

up an image of lawyers
surrounded by stacks of folders and
files, reams of papers and legal brief-
ings. But luckily for the planets trees,
that vision is becoming outdated.
In 2008, the legal services firm
Gibbons headquartered in Newark,
New Jersey, launched its “Gibbons
Goes Green” initiative to create a
more environmentally conscious
and sustainable workplace.
Presented with the opportunity
of moving their offices to a new
space at gateway center, manage-
ment seized upon the chance to
implement sustainable features and
practices aimed at minimizing their
carbon footprint and realizing
savings for the company.

As Gibbons planned out its new
home, careful consideration was
given to the Business Management
System (BMS) and lighting. “We
knew with the southern exposure
that one side of the building got
hot, while the other side stayed
cold,” saysJune Inderwies, Execu-
tive Director and Chief Operating
Officer of Gibbons. So shades were
integrated into the design to allow
in natural sunlight but keep the
temperature moderated.
Additionally, the BMS allows
Gibbons’ facilities managers to
monitor the live floor plans and
temperature zones. As certain areas
of a floor get warmer, they can
send cooler air from another spot.
Inderwies acknowledges the
company saved on its energy bills,
but the unexpected boon came
from the greater comfort level for
employees. “They’re not cranky
because it’s too cold or too hot!
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The cost savings and the energy

savings are fabulous, but the in-

creased productivity and morale
is just amazing”

Further, all the climate and lighting
controls are zoned and on timers
and motion sensors. Minutes after
employees exit a conference room,
lights turn off automatically. For
employees working late or on week-
ends, a flip of the switch turns on
only their zone, instead of the entire
floor. And during non-conventional
hours, the zones must be turned on
again every two hours, instead of
eight hours.

But just how do you get 230-some
lawyers to use less paper? Michael
Aginsky, Gibbons Chief Technol-
ogy Officer, admits that changing
human behavior can be a chal-
lenge. He and his team take the
time to strategize, test new technol-
ogy, and develop hands-on training
before they launch efficiency or
paper-saving initiatives on the legal
team. “All new technology takes

90 days before it becomes accept-
able. You have to give them a few
quick wins for it to make sense to
them so they get through all the
other pain points of adapting. But
90 days later, people have no idea
how they lived without it”

Paper-saving changes at the law
firm include simple but meaning-
ful steps such as automating
two-sided printing from every
printer; teaching attorneys to
produce secure pdfs; sending
electronic holiday cards instead of
25,000 paper cards; and adapting
old paper-centric billing processes,
mailing lists, and storage and
archives to go online. “We're down
about 250,000 pages based on our
printer contracts, and network
storage has gone up about 500
percent,” says Aginsky.

Besides the positive reaction from
Gibbons employees who have

embraced the firms’ efforts, includ-
ing recycling, paper reduction,
and a switch from bottled water to
filtered tap water, Inderwies

says their clients’ interest and
support of their greening efforts
has been overwhelming: “it’s an-
other initiative, besides our
diversity and women’s initiatives,
that allows us to distinguish
Gibbons and provide what our
clients are seeking.” m

At Campbell, Making

the Company Greener
and Saving Money

or the 142-year old food
’j manufacturer Campbell Soup
Company, based in Camden,

New Jersey, one of the main reasons
for driving sustainable measures
throughout their supply chain is that
it supports their overall business
operations. “Because were engaged
with our suppliers on greening our
supply chain, we work more closely
on a subject that’s strategic to us and
it takes risk out of our supply chain,”
says Dave Stangis, Vice President
of Corporate Social Responsibil-
ity. At Campbell, suppliers come to
understand the company’s interests—
not just in being “green,” but being
responsible regarding human rights,
health and safety, and other issues. “If
we engage them and get them inter-
ested, we take out risks and costs and
impacts, and all business is better.”

Campbell began a sustainability
scorecard process with 12 of its most
strategic suppliers, asking them the
same set of 12-15 questions. The
company found some of them were
very good, and others not so good
in terms of sustainability. Campbell
made sure not to penalize

anyone but “it wasn’t voluntary,”



says Stangis. The company worked
to make sure the suppliers could
answer the questions: “We went
back and forth with the scores
and benchmarking, and it’s really
turned into a very rich process.”
The companies that ranked well
on sustainability measures pro-
vided real examples for campbell
to work with their other low-
scoring suppliers.

Besides incorporating the sustain-
ability scorecard into its contracts,
Campbell has worked to reduce

its environmental footprint across
its own operations to support

the company’s macro goal set in
2008: produce the same amount of
product using half the energy and
half the water by 2020. By improv-
ing the environmental footprint of
their packaging and shipping
operations, campbell is incremen-
tally moving closer to that goal,

all the while creating major cost
savings for the company.

Campbell discovered that each pound
reduced in packaging and shipping
roughly equated to a dollar in savings
for the company. Last year, through a
redesign of their Pace Mexican Sauce
bottles, Campbell shed a half million
pounds in annual shipping, earning
them roughly half a million dollars in
savings. “Through the redesign, we
were able to save space on the pallet,
we saved 27 shipments of glass to our
factories, we were able to put more
product on the shelf and take trucks
off the road—it’s a complete win-win
for the company and the climate;’
says Stangis. Another recent redesign
of Pepperidge Farm Goldfish packag-
ing took out unnecessary space and
virgin fiber and introduced recycled
content, which created a great brand-
ing opportunity for sustainability-
minded moms and kids.

Campbell is also working with
suppliers and vendors to close the
“backhauling” loop, which ensures

that trucks who have made deliver-
ies are reloaded if possible, so as
not to waste a trip with an empty
trailer. Seemingly simple logistics
planning like this to make opera-
tions more effective has a measur-
able effect on reaching Campbell’s
sustainable goals. W

@ atat

AT&T Focuses on
Energy Efficiency
and Renewable
Technology

s our reliance on technology
Ain the workplace and at

home grows, so does our
consumption of energy. Technol-
ogy companies in particular are
struggling to reduce their carbon
footprints and their energy bills,
and a number of these companies
are reaping huge rewards for their
efforts. In 2010, AT&T realized
$44 million in annualized energy
savings through the implementation
of 4,200 energy efficiency projects
at facilities nationwide, according to
Althea Yancy, Director, Citizenship
& Sustainability at AT&T. Some of
their initiatives included:

« Replacing tower light controllers
and incandescent bulbs with leds
at over 1,100 cell sites.

o Deploying desktop power man-
agement software on 169,000
computers, generating annual
savings of over $600,000.

« Investing $51 million in 133
energy efficiency projects in New
Jersey alone, including such simple
steps as installing efficient light
bulbs, and motion sensors; making
the heating and air conditioning
systems more efficient; and reduc-
ing cycle times on compressors; all
of which led to annualized savings
of 38 million kilowatt hours.

Beyond merely upgrading technol-
ogy, AT&T has taken steps to
encourage employees to participate
in efficiency initiatives. “AT&T
hired a Director of Energy to over-
see many components of energy
consumption, including educating
employees on ways to conserve
energy across the network, data
centers, and facilities,” says Yancy.

In addition, AT&T’s top 500 energy-
consuming facilities have an e

nergy star-trained energy champion
to oversee efficiency efforts and
must track their progress on an
energy scorecard. “Between 2009
and 2010, we saw a 58 percent
improvement in our energy perfor-
mance,” says Yancy. “The scorecard
has been critical in creating visibility
and accountability, and pushing
initiatives from the ground up”
Further, AT&T incorporates the
scorecard into annual performance
objectives for site managers and
uses it to set targets for each internal
business unit.

In addition to a 841 kw large scale
solar power system installed on its
secaucus campus, last year AT&T
partnered with NJ-based Petra Solar
to advance “smart grid” technology.
Smart grids are electricity networks
that can intelligently monitor and
distribute energy between genera-
tors and customers. Approximately
40mw of solar power will be in-
stalled on up to 200,000 utility poles
throughout the state. “These intel-
ligent photovoltaic solar units are
currently being installed throughout
the state’s six largest cities and 300
suburban communities and will

be running on the AT&T wireless
network,” says Yancy. “This partner-
ship integrates our wireless network
capabilities with the benefits of smart
grid technology and gets us closer
to truly sustainable solutions to our
nation’s energy issues.” M

NJPRO ¢ SUSTAINABILITY FOR BUSINESS




20

B SUSTAINABILITY TECHNIQUE

Lean Six Sigma
& Sustainability:
Perfect Together

NJPRO ¢ SUSTAINABILITY FOR BUSINESS

or companies attempting to become more environmentally
sustainable, Lean Six Sigma, the continual process improve-
ment methodology that was born in the manufacturing sector,
is an important and often overlooked tool. Based on principles
of eliminating waste and improving efficiency—whether it be materi-
als, resources, labor, energy use, or time—Lean Six Sigma’s techniques
can help companies create effective sustainability strategies that will
increase both economic and environmental performance.??

Lean Six Sigma uses statistical tools devised to improve quality in
products or services and to reduce variation in processes. Variation can
lead to defects, repair and rework, and unsatisfied customers—all of
which hurt a company’s bottom line. Lean Six Sigma methods enable

a company to target product durability and reliability, increasing the
lifespan of products, and therefore reducing the environmental impacts
of untimely disposal. In addition, Lean Six Sigma methodologies focus
on worker efficiency and safety, reducing the chances of accidents,
spills, and machinery malfunctions that can lead to the need for costly
environmental clean up.?

For companies that have already integrated Lean Six Sigma into their
business strategy and culture, these methods can be broadened to in-
clude sustainability goals. For companies that have not yet introduced
Lean Six Sigma, it can provide valuable methods for priority setting,
measurement, analysis, improvement, and monitoring that can enable
a company to decide on which sustainability projects make the most
sense for a company, and implement them.

Possibly the most valuable Lean Six Sigma tool for companies incor-
porating sustainability is the DMAIC Methodology (Define, Measure,
Analyze, Improve, Control). Two major challenges identified by
companies instituting corporate responsibility are appropriate and
effective measurement, including calculating return on investment,
and making the business case to leaders and achieving buy-in.?* The
DMAIC problem-solving process, as defined below, can be applied to
potential projects in order to both incorporate environmental and
social values and create value for the company.

DEFINE. During this step, the team essentially creates a problem
statement, detailing the magnitude, consequences, and impacts of
the problem, identifies stakeholders, and sets a financial and/or
performance goal that clearly identifies metrics (such as energy use,
costs, and greenhouse gas emissions) to be improved.

MEASURE. Collection of reliable data on the current state of the prob-
lem that will be used to reveal underlying causes of problem (such as
examining energy bills for costs and kilowatt hours of electricity used
and calculating emissions). This step generally involves a value stream
map, which documents the current process being examined.



ANALYZE. By analyzing the data collected, the team can identify and
validate the essential root causes of the problem (such as ineflicient
lighting or equipment being left on overnight and during weekends).

IMPROVE. The team develops potential solutions, pilots them,

and eventually selects the most optimal solution, using statistical
methods to confirm the solution’s efficacy (retrofitting the lighting
and installing motion detection monitors to turn equipment oft
during downtime).

CONTROL. Documents and institutionalizes the improvements,
and validates and performance and financial results months after
implementation (reduced energy costs, usage, and emissions are
logged and publicized to key stakeholders).

Where Companies Should Focus

Sustainability Efforts .

There are a number of areas of waste, common to P 0SS Zb ly the mos t ’I)dl%db l e
many companies, that also have environmental impacts . .

and offer potential for a Lean Six Sigma/sustainability L@d% S X S Zg ma tO 0 l f or
makeover. Three waste areas and their potential environ- . . .
mental impacts as identified by the U.S. Environmental co mpdnles mmco 7p0 ra tZ %g

Protection Agency? are highlighted below:

TRANSPORTATION AND MOTION SuStaznabZthy ZS the
« Emissions from transport DM AI C Meth 0 d 0 l ) gy

« Energy use during transport

 More packaging required to protect components ( Deﬁ%e, M easty e, Analyze,

during movement

« Damage and spills during transport I mp7’0 ve 9 CO %t?’O l) .

« Transportation of hazardous materials requires
special shipping and packaging to prevent risk
during accidents
DEFECTS
« Raw materials and energy consumed in making defective products
o Defective components require recycling or disposal
« More space required for rework and repair, increasing energy use
for heating, cooling, and lighting

OVERPRODUCTION
» More raw materials and energy consumed in making
unnecessary products

« Extra products may spoil or become obsolete, requiring disposal
o Extra hazardous materials used result in extra emissions, waste
disposal, and worker exposure*

The U.S. EPA has a number of publications and toolkits for
companies looking to use lean six sigma methods to both boost
economic performance and maximize the environmental benefits.
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