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ABSTRACT

Sustainability is one of the greatest challenges we are faced with. To be successfully addressed, a variety
of stakeholders, including business, must be involved. With this in mind, this thesis seeks to further our
understanding of how a firm’s response to sustainability can, in addition to making business sense, be
effective and sustainable. This inevitably entails dealing with the classic tension between “passion” and
“process.” Therefore, the thesis explores how a balance between these two may be found by examining
IBM'’s extensive and long-sustained environmental management experience.

IBM has a recognized record of environmental responsibility that has matured over almost 40 years,
surviving periods of great difficulty for the company. Its environmental sustainability program and its
commitment to corporate responsibility, a continuum from legal and compliance activities to
engagements that help the company develop value-creation opportunities, is clearly strategic. Its efforts
— a combination of activities that address immediate and future business pressures - are in tune with
what the literature considers to be “best practice” in environmental corporate sustainability. IBM’s
experience confirms both the importance of nourishing an emotional commitment to sustainability and
of establishing a process — in its case, an environmental management system — that enables the
company to systematically identify and manage the environmental impacts of its operations. On the one
hand, its long-sustained record of environmental commitment, combined with its dedication to being a
recognized environmental leader, has instilled a strong passion for sustainability across the company’s
organizations and employees. On the other hand, IBM’s pursuit of a demonstrable record of
performance, combined with a commitment to continuous improvement, has led to the development of
a carefully designed, effective environmental management system. IBM seems to have optimized the
halance between passion and process through a commitment to scientific, fact-based, decision-making,
which has allowed the company to design and implement goals and procedures that will have the most
impact given its resources and footprint.

Thesis Supervisor: Rebecca Henderson
Title: Eastman Kodak LFM Professor, MIT Sloan School of Business
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“Think about the six words that have helped me:
In my career: vision, focus, and accountability.
In my life’s roadmap: learn, earn, return.”

Shelby M.C. Davis, Investor & Philanthropist

“Uncurious people do not lead examined lives; they cannot see causes that lie deeper
than the surface. They believe in blind faith, and the most frightening thing about blind
faith is that it in turn leads to an inability, even an unwillingness, to accept facts.”

Yvon Chouinard, Founder & CEO of Patagonia
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“Isn’t it true that the hardest part of driving any kind of change is whether the individual
— the employee, the citizen — feels the need to change at a deeply personal level? And in
hindsight, when the circumstances that cry out for change are gone, when things have
returned to ‘normal’ — don’t we always wish we had been bolder, more ambitious, gone
faster, gone further?”

Sam Palmisano, IBM Chairman & CEO
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1 INTRODUCTION

The world has experienced tremendous economic growth, witnessed vast technological innovations,
and become increasingly interconnected. This has benefitted many of us; among others, it has improved
our health, furthered our knowledge, and created opportunities that would have been unimaginable
years ago. Unfortunately, however, such economic and technological changes have also overtaxed our
environment and social systems — not everyone and everything has been positively touched by them.

It is difficult to argue that our world is not in peril. In the past three decades, one-third of the planet’s
natural resources have been consumed (Hawken, Lovins and Lovins 1999). The presence of endocrine
disruptors is widespread; our addiction to energy-intensive processes is evident. Climate change and
water scarcity cannot be ignored. Nor can deforestation or biodiversity loss — to do so would be
irresponsible, and the consequences irreparable. In addition, the gap between the “haves” and the
“have-nots” continues to increase. It is incredibly disconcerting that the world’s 200 richest people have
greater wealth than the combined annual income of the world’s poorest 2.5 billion (Senge, et al. 2008).
Educational, gender and technological inequalities continue to contribute to the widening of the gap.

Our current lifestyle is economically, environmentally, and socially unsustainable. What can be done
about it? How do we make our processes and institutions — our way of living — sustainable? This is a
challenge of multi-dimensional character, which will only be successfully addressed with the
collaboration of governmental, non-governmental and international institutions, as well as that of the
private sector and the public at large. Each of these groups needs to — and is trying to — better
understand how to live within the limits imposed by our finite environment. How can we continue to
further growth and innovation without socially and environmentally stifling our planet?

The answer is obviously complex, and while it requires us to take “the whole system” into consideration,
it can also be broken down into smaller pieces. This thesis focuses on one of such pieces — the role of
business in environmental sustainability. The overall goal is to gain a better understanding of how
businesses’ approach to environmental sustainability can, in addition to making business sense, be
effective and sustainable.

1.1 Problem Statement

Projects that take place only because they are “exciting” and “good” can easily fall through. The
imminent threat of climate change, combined with what until recently were soaring energy prices, have
made it fashionable to address environmental sustainability — for individuals, organizations, and even
corporations, “green is the new black.” This hype is a double-edged sword. While paying attention to
sustainability challenges is popular today, it may not be so tomorrow — particularly in light of the current
economic crisis — even if the challenges remain ever present. In addition, individuals and organizations
with good intentions may forget about the long-term effects of their actions in the midst of their
excitement, potentially making it even more difficult to address environmental problems in the future.!

Sustainability entails very hard work. With regards to corporate environmental sustainability the
literature, on one hand, encourages nourishing an individual and organizational commitment to

! For a discussion on unintended consequences see (Sterman 2000).
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sustainability based on what “the right thing to do” is, and argues for rallying the organization around
“the cause of sustainability.” On the other hand, it recognizes that policies and procedures are necessary
for a company to know what its environmental performance is and to identify how to improve it.
Companies must therefore deal with the tension between such “passion” and “process” when
responding to environmental issues. While this classic tension has been documented for many years in
the innovation literature, it has not been as deeply explored in the sustainability literature.

The goal of this thesis is to further explore the balance between passion and process in sustainability
initiatives by investigating in detail how one firm — IBM — has responded to environmental issues. We
use this company’s experience — which appears to be a great example — to extract lessons that can help
build our understanding of how business can respond to sustainability, and how its response can be
both effective and sustainable.

1.2 Research Methodology & Data Collection

Case studies are but one of several methodologies for conducting social science research. For many,
they are effective tools for understanding complex social phenomena because they allow researchers to
paint a holistic picture of a situation based on a variety of evidence — including documents, interviews
and observations — and which may take individual experiences and organizational processes into
consideration (Yin 2003). Case studies are particularly useful “when ‘how’ or ‘why’ [research] questions
are being posed, when the investigator has little control over events, and when the focus is on a
contemporary phenomenon within some real-life context” (Yin 2003, 1).

In the case of this thesis, the questions explored relate to how a company pursues sustainability and to
the reasoning behind its decisions and actions. The researchers® had no control on the events taking
place during the period of investigation, and were mere observers — not participants — of the company’s
experience in environmental management. Research on corporate sustainability is focused on
challenges that firms are faced with today. The issues are contemporary — even pressing — not only for
business, but for the rest of the world as well. Because of this, we determined a case study research
methodology would be useful in our quest to better understand how environmental sustainability can
take shape within the corporate world.

The use of the case study as research methodology does not come without controversy. Critics argue
that case study research lacks rigour in procedure and objectivity. Another obstacle faced by case-based
research is that, given that the person, community, or organization being studied is unlikely to be
representative of its peers, particularly if not randomly selected, the case study may be criticised as
biased. The objection is that case studies do not provide a basis for drawing generally-applicable

conclusions, especially if one relies on a single case study instead of multiple ones (Yin 2003, Siggelkow
2007).

The merits of using a single case study — as is done in this thesis — cannot be ignored, however. In
response to the criticism of case studies being biased, we can argue that “it is often desirable to choose
a particular organization precisely because it is very special in the sense of allowing one to gain certain
insights that other organizations would not be able to provide” (Siggelkow 2007, 20). While relying on a
single case study presents the obstacle of examining “too small a sample” to be convincing, doing so

2 These include the author {Paulina Ponce de Ledn Baridd) and her advisor (Professor Rebecca Henderson).
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gives researchers the opportunity to highlight a very powerful example (Siggelkow 2007, 20). Inevitably,
conclusions drawn from a single case study will be limited, but this does not mean the findings will not
be useful and of interest to others — in Siggelkow’s words, “[t]he specialness pays off [...] if it permits
particular insights that allow one to draw inferences about more normal firms” (Siggelkow 2007, 21).

1.2.1 IBM as Case Study

This thesis presents a case study of IBM’s environmental management program. IBM is one of the few
information technology companies with a history dating back to the early 1900s. With more than $103
billion in revenue and nearly 400,000 employees worldwide, it is the largest and most profitable
information technology (IT) company in the world (IBM 2009). In 2008, IBM was ranked #15 among the
largest corporations in the United States and #46 worldwide by Fortune Magazine (CNN 2009a, CNN
2009b). In 2008, IBM received 4,186 US patents — more than any other company in the world for the
sixteenth consecutive year.’ It goes without saying that IBM is not representative of many companies.

The opportunity to study this organization and its experience with environmental sustainability is
invaluable nonetheless. The company has sustained an impressive and highly regarded record of
environmental sustainability (outlined below). In addition, IBM’s story is important because of its
resilience. During the 1990s, when the firm was experiencing a period of tremendous difficulty, its
environmental program gained momentum and became stronger, rather than being put aside as more
pressing issues were given priority. This goes to the heart of the question explored in this thesis — how
do corporate sustainability efforts become sustainable themselves? By studying IBM’s experience, we
hope to better understand how and why the company’s commitment to environmental leadership has
stood the test of time, something that is particularly relevant given the current global financial crisis and
its threat to corporate social responsibility programs.

IBM has a recognized record of environmental responsibility that has matured over almost 40 years, and
an environmental program that is responsive to a business model that is constantly changing, and that,
as was just mentioned, has survived periods of great difficulty for the company. IBM has received an
enviable number of awards recognizing its global leadership in environmental matters since at least
1990, when it was presented with the World Environment Centre Gold Medal Award for International
Environmental Achievement (IBM 2008). IBM’s leadership has also been celebrated by the
Environmental Protection Agency (EPA), the World Business Council for Sustainable Development
(WBCSD), the World Wildlife Fund, and the Climate Group, among others. The firm is listed in the Dow
Jones Sustainability Index, and is amongst the top ten companies ranked by the KLD Sustainability Index,
which recognizes environmental, social, and governance performance. In 2008, IBM was identified as
one of the companies “best positioned to sustain competitive advantage on a combination of cash
returns, industry structural positioning and environmental, social and governance (ESG) performance” in
the Goldman Sachs’s GS SUSTAIN Report® (Goldman Sachs 2008), and earned the highest client-friendly

® Figures for 2008 are not yet publicly available. The information for 2007 is available at (IBM 2009).

* Goldman Sachs’ GS SUSTAIN focus list includes “companies from established industries, which have been selected
by incorporating [Goldman Sachs’] ESG framework into long-run industry drivers and returns-based analysis and
valuation, in order to pinpoint structural improvement and sustainable competitive positioning” (Goldman Sachs
2007). For more information visit:
http://www?2.goldmansachs.com/ideas/environment-and-energy/gs-sustain/index.html.
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score amongst electronics manufacturers given by Climate Counts® (Climate Counts 2008). Most
recently, CERES ranked IBM as #1 in climate change governance practices among 63 of the world’s
largest consumer products and information technology companies in 11 industry sectors (CERES,
RiskMetrics Group 2008).° A sampling of these recognitions is found in Table 1 and Table 2.

Year Award / Recognition Sampling

1992 e US President’s Environmental and Conservation Challenge Award — the highest
environmental honour in the United States.

e One of four “green trophies” from the French Minister of the Environment.

1997 e First multinational to earn single global registration of its EMS to ISO 14001, only one year
after the standard was published.

» USEPA Best-of-the-Best Stratospheric Ozone Protection Award given out on the 10™ year
anniversary of the Montreal Protocol.

1998 e USEPA Climate Protection Award. This was the first year this recognition was given.

1999 e USEPA ENERGY STAR Computer Partner of the year, for the second consecutive year.

2000 e Recognized by environmental entities in Singapore, Canada, Mexico, and Australia, in
addition to various states in the United States.

2001 e Received top honours in the annual Nikkei environmental survey of manufacturers in Japan,
one of the country’s most prestigious awards for corporate environmental efforts.

¢ Included in the Light Green Advisor's Eco*Index (TM) investment fund, the first
environmental leadership index fund in the United States for financially conservative green
investors that includes representation from all major industry groups. It was also selected as
one of the 30 companies in their Environmental Leadership Trust (TM) portfolio.

2002 e Included in the Calvert Social Index, which screens companies for their record on
responsible business practices.

e Earned one of the highest ratings in the UK Business in the Environment {BiE) Index, which is
the leading benchmark of corporate environmental engagement for companies on the
London Stock Exchange and leading companies in the UK, an honour it has enjoyed every
year until 2005.

2003 e The company’s climate change efforts, which had led to one of the greatest reported GHG
emissions reductions (31% since 1990), were praised in the CERES report on “Corporate
Governance and Climate Change: Making the Connection.”

e Ranked #1 in environmental issues and #2 in Intangible Value Analysis (which includes
governance, human capital and emerging market issues) in “The Computer & Peripherals
Industry” report issued by Innovest Strategic Value Advisors.

2004 e Recognized by the EPA as one of the “Top 20 Best Places to Work for Commuters.”

Table 1: Sample List of IBM’s Environmental Awards and Recognitions (1992-2004)
Source: IBM CEA

® Climate Counts is a nonprofit organization that brings together consumers and companies with the goal of
creating deeper awareness about climate change, and motivate both to take action against it. For more
information visit: www.climatecounts.org.

® CERES is “a national coalition of investors, environmental groups and other public interest organizations working
with companies to address sustainability challenges such as global climate change.” It directs the Investor Network
on Climate Risk, a group of more than 70 institutional investors from the US and Europe managing over $7 trillion
in assets” (CERES, RiskMetrics Group 2008). For more information visit: www.ceres.org.
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Year Award / Recognition Sampling

2005 e Recognized by the World Wildlife Fund Centre for Energy and Climate Solutions for attaining
its Climate Savers goal.
e Recognized by the World Resources Institute for its leadership in the purchase of
Renewable Energy Credits which was the fourth largest corporate purchase in the US.
e (Climate Group’s Low Carbon Leader Award
¢ Included in the Dow Jones Sustainability Index (DJSI) World Index, the world’s first equity
benchmark to track the financial performance of sustainability leaders.

2006 e USEPA Climate Protection Award. First time a company received this recognition twice.
e US DOE and USEPA Green Power Purchasing Award
2007 e USEPA SmartWay™ Excellence Award
¢ Awarded the Green Initiative of the Year by CNET Networks UK for “Project Big Green”
e Ranked among the top 10 holdings in the KLD Global Sustainability Index
2008 e Most climate-friendly electronics manufacturer according to Scorecards by Climate Counts,

having earned 77 out of 100 points

¢ |dentified as “best positioned to sustain competitive advantage on a combination of cash
returns, industry structural positioning and environmental, social, and governance (ESG)
performance” in the Goldman Sachs’ GS Sustain Report

e Ranked by CERES as #1 in climate change governance practices among 63 of the world’s
largest consumer products and information technology companies in 11 industry sectors

Table 2: Sample List of IBM’s Environmental Awards and Recognitions (2005-2008)
Source: IBM CEA

1.2.2 Data Collection

The information for the case study was obtained through primary and secondary sources on IBM’s
environmental sustainability efforts, including interviews with IBM employees, IBM internal documents,
newspaper articles, and different types of case studies.

The interviews were conducted between June 6 2008 and December 10 2008, either in person or over
the phone. Interviewees included, among others, the VP of Environmental Affairs & Product Safety and
the VP of Corporate Strategy, the Director of Corporate Environmental Affairs, Program Managers for
different IBM organizations, and various technical staff members, researchers, and engineers engaged in
manufacturing, product development, global services, procurement, and internal site operations, among
others. The objective was to interview a group that was as varied as possible. The list of people
interviewed, and a set of general interview guiding questions, can be found in the Appendix.

The thesis presents a story of IBM that has been put together through the collection of experiences and
opinions emanating from different organizational and geographic parts of the company. This has been
complemented with information drawn from internal documents the firm shared with us, and from
other IBM documents that are publicly available. The case study report has been reviewed for factual
accuracy and validated by participants and informants in the case.
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The research methodology used follows MIT’s COUHES’ research guidelines, which ensure that ethical
and legal standards are respected in studies involving human subjects. This research project is part of a
greater research project called “Made on Earth — Understanding Sustainable Business Practices,” which
is being conducted by the MIT Sloan Sustainability Research Group and has been approved by COUHES.

A non-disclosure agreement was signed between IBM and MIT to allow the company to share relevant

confidential information with us during the study, and to explicitly classify all interview material as
confidential.

1.2.3 Disclaimer

The author is solely responsible for any factual mistakes that may be found in the document. Likewise,
although statements by numerous people are used throughout this thesis, the content and views

expressed here are solely my own. | apologize in advance for any errors or misrepresentations | may
have made.

1.3 Thesis Roadmap

This thesis is organized in five chapters. Chapter 2 reviews the literature on sustainability and corporate
environmentalism. It includes a discussion of what researchers believe sustainable companies ought to
be doing along with evidence of what different firms have been doing. In particular, it presents an
overview of what has been written with regards to the following questions: What is sustainability and
how has the literature suggested we should respond to the challenge? Should business care about
sustainability, and if so, should it do something about it? What can business do? What is “best-
practice”? What is the role of “passion” and “process” in environmental management, and how can
firms balance the tension between them?

Chapter 3 illustrates IBM’s experience in environmental management. Following a brief history and
description of IBM, the chapter describes the company’s approach to corporate social responsibility and
to environmental management. It steps through the origins and current status of environmental
management at IBM; the firm’s environmental philosophy, goals, and challenges; its environmental

management system; its new “green” businesses; and a detailed account of IBM’s energy conservation
and climate change initiative.

In Chapter 4, IBM’s experience is compared to what has been identified as “best-practice” in the
literature. In addition, the chapter provides some thoughts regarding the company’s sustainability
program. It argues that IBM’s approach is largely based on a commitment to environmental leadership
and fact-based decision-making, to continuous improvement and a demonstrable record of
performance, and to value-creation and innovation that matters. This is followed by a discussion of how
IBM relies on scientific understanding to manage the tension between “passion” and “process” as it

pursues its environmental goals. Finally, the chapter introduces questions that have been raised by
IBM'’s experience.

Chapter 5 brings the thesis to an end, providing a brief summary of its conclusions.

7 COUHES is MIT’s Committee on the Use of Humans as Experimental Subjects. For more information visit:
http://web.mit.edu/committees/couhes/.
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2 LITERATURE REVIEW

What is sustainability? Why is it important, and why should business care? Most significantly, what
should business do about it? Much has been written by academics and practitioners as response to each
of these questions. Sustainability is broadly understood to refer to our obligation to meet “the needs of
the present without compromising the ability of future generations to meet their own needs” (WCED
1987, 25). Advocates of sustainability believe we are pushing the limits of our planet and society; they
argue proof of this is ever present, including increased pollution levels, loss of natural resources, and a
changing climate. In their view, failing to meet the sustainability challenge would endanger not only our
way of living but also the planet’s ecosystem. While there is widespread agreement that our current
lifestyle is unsustainable, there is some controversy regarding what the solution is, given that the path
forward is not entirely evident.

Some believe technological improvements will suffice as answer — they believe substitutes for natural
resources will be found and argue that science will lead the way to fixing any environmental problem we
are faced with. According to the theory, sustainability will be achieved as long as we provide future
generations with productive capacity and technological knowledge equal to or greater than our own
(see, for example, (Solow 2005)). A more precautionary group, on the other hand, believes that while
science and technology are essential to meeting the challenge of sustainability, natural assets — such as
drinking water, breathable air, and a richly diverse ecosystem — are irreplaceable and no adequate
substitute will ever be found (Hawken, Lovins and Lovins 1999). Meadows argues, for example, that
“one limit may be overcome by conservation, substitution, technical advance, or regulation, but if
growth continues, another limit will be encountered — or the same one reencountered... if problems
induced by limits are solved by sweeping them under the rug, into the water or soil or atmosphere, over
to the poor, or off to the future, those problems have not gone ‘away’” (Meadows 1991, 31). This
second group generally also argues that social and systemic change is in order. Doppelt states, for
example, that, “at their core, climate protection and sustainability are about new ways of thinking and
behaving;” he believes that rather than being about the natural environment, “sustainability is [about]
us” (Doppelt 2008, xviii).

Many consider that, in addition to other stakeholder groups, business holds the power and
responsibility to respond to this challenge — not only is it accountable for much of the environmental
damage we witness today, but, perhaps most importantly, it is also one of the most influential
institutions of our times, whose actions will have an impact for years to come. This statement is not free
of controversy — critics argue that the sole responsibility of business is to generate profits, and that
engaging in corporate social responsibility activities that could negatively affect the bottom line may
even be illegal. While nobody questions the private sector has an obligation to pursue profits, many
argue it can choose how it goes about doing so, and, furthermore, that this responsibility entails thinking
about the firm’s future, which inevitably leads to thinking about its sustainability and that of the world it
operates in. They argue that what is good for society and the environment can also be good for
business.

Though sustainability is a concept of multi-dimensional character, the focus of this thesis is on its
environmental side. This work is chiefly concerned with what business can do to meet the challenge of
environmental sustainability. This chapter includes a discussion of the literature on sustainability,
followed by a review of corporate environmental activity. It then provides an overview of what
researchers believe companies ought to be doing along with evidence of what organizations are actually
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doing. From this, a description of what the literature suggests is “best practice” will emerge. It will
become evident that striking the right balance between passion and coordination and control — a more
“bureaucratic approach” — is particularly difficult. What this thesis will argue, however, is that, as IBM’s
experience shows, striving to reach such a balance is not only realistic, but highly desirable too. While
the tension between “passion” and “process” has been documented for many years in the innovation
literature, it has not been as deeply explored in the sustainability literature. IBM’s experience can
therefore contribute to furthering our understanding of this tension inherent to environmental
sustainability programs.

This chapter steps through four ideas:

What is sustainability and how has the literature suggested we should respond to the challenge?
Should business care about sustainability and, if so, should it do something about it?

What can business do? What is “best-practice”?

What is the role of “passion” and “process” in environmental management, and how should
firms balance the tension between them?

2.1 Sustainability

“Sustainability is an essentially vague concept,” said economist Robert Solow, “and it would be wrong to
think of it as being precise, or even capable of being precise” (Solow 2005, 506). Nonetheless, there is
general agreement that sustainability is one of the greatest challenges we are faced with. Consider, for
example, the following environmental issues highlighted by the United Nations Environment Programme
(UNEP) in its 2007 Global Environment Outlook (GEO) (UNEP 2007):

¢ Climate Change

e Air Pollution

e Ozone Layer Depletion

¢ Land Degradation

e Water Scarcity and Pollution

e Exploitation of Aquatic Ecosystems

o Deforestation and the Threat to Biodiversity

The literature argues that these and other environmental challenges are intrinsic to our present way of
life. As the GEO report states, “these unprecedented [environmental] changes are due to human
activities in an increasingly globalized, industrialized and interconnected world, driven by expanding
flows of goods, services, capital, people, technologies, information, ideas and labour, even affecting
isolated populations” (UNEP 2007, 4). There is widespread recognition of the necessity to slow down if
not reverse these trends; it is clear that our current lifestyle is economically, environmentally, and
socially unsustainable.

Sustainability has become analogous to sustainable development, which, as defined by the Brundtland
Report, is development that “meets the needs of the present without compromising the ability of future
generations to meet their own needs” (WCED 1987, 25). The Report states that “sustainable
development is not a fixed state of harmony, but rather a process of change in which the exploitation of
resources, the direction of investments, the orientation of technological development, and institutional
change are made consistent with future as well a present needs” (WCED 1987, 25). The concept of
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sustainability further evolved during the 1992 Earth Summit, whose resulting document, Agenda 21,
called for “achieving sustainability by promoting clean and efficient production, pollution prevention,
and commitment to best practices in industry; using investment as an instrument of sustainability;
promoting technological innovations that enhance sustainability; instituting best practices worldwide;
and disseminating these practices to suppliers, communities, and small businesses as well, wherever
one does business” (Andrews, Darnall and Gallagher 1999, 5).

The literature suggests that because the points of intervention are manifold, sustainability will only be
successfully addressed with the participation of governmental institutions, non-governmental and
international organizations, the private sector, and the public at large. It has become increasingly clear
that, ideally, the private sector should be an engaged partner in the drive towards sustainability
(Elkington 1994, 91). This is because is widely recognized that business decisions have a significant
impact on environmental and social quality; after all, they determine how human and natural resources
will be used, and how waste will be managed. Since companies are key players in driving technological
advancement and generally have a thorough first-hand understanding of the technical and economic
intricacies behind innovation, they have the knowledge and resources to create better and more
efficient solutions to environmental and social problems, and can therefore provide support to national
and international regulatory processes that seek to further sustainable development. As a result, there
is little disagreement that business’ commitment to sustainability is essential (Hoffman and Bazerman
20063, Levy and Newell 2005, Senge, et al. 2008).

2.2 Business in Society — Why Should Business Care?

Opinions regarding what the role of business in society should be are varied, ranging from profit-
maximizing roles, to roles that make businesses socially aware by incorporating stakeholders and, in the
extreme, engaging the corporation in community service. On the one hand, the purist profit-maximizing
view argues that business has no social responsibility other than operating under the legal framework.
This view was championed by Milton Friedman, who saw businesses’ responsibility to its shareholders
“to use its resources and engage in activities designed to increase its profits so long as it [...] engages in
open and free competition, without deception and fraud” (Friedman 2002, 133). The socially aware
view, on the other hand, argues that business decisions affect various stakeholders other than the
shareholders, and that these decisions should consequently account for both the short- and long-term
impacts they have on the interests of all parties. Some advocates of this view ask corporations to also
take responsibility for public welfare shortcomings — to intervene when there is a need that has not
been met by the government (Lantos 2001, 600-605).

The original framework for the interaction between business and society was provided by Adam Smith,
who proposed that, “capitalism, by encouraging the pursuit of gain and efficiency, works to create
greater wealth than any other economic system, and maximizes liberty by allowing individuals freedom
of choice in employment, purchases, and investments, thereby benefiting the common good” (Lantos
2001, 596). However, critics argue that Smith’s model took property to be individually owned and
managed, while today’s corporate organizations are usually led by executives responsible for making
decisions on behalf of stockholders and which affect thousands of citizens (Miller and Ahrens 1993 in
Lantos 2001, 599). In addition, they suggest that Smith’s model did not consider market imperfections
that lead to an inadequate valuation of natural resources (Lovins, Lovins and Hawken 1999), to
environmental cost distortions (such as hidden environmental costs reported as other operating costs),
and to expenses related, directly or indirectly, to the externalities of a firm’s business, such as growing
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mortality rates, illness, and pollution, for example (Bhat 1996). As Bhat explains, “these cost distortions
force companies to choose wrong product mix and waste reduction options, use inappropriate inputs,
and price products wrongly. [...] Until we have accounting systems that capture all costs, wrong
decisions will continue to be made and industries will continue to be apprehensive about turning green”
(Bhat 1996, 12).

As an alternative, for example, Lovins, et al., argue for “natural capitalism,” an approach they describe
as “what capitalism might become if its largest category of capital — the ‘natural capital’ of ecosystem
services — were properly valued” (Lovins, Lovins and Hawken 1999, 146). This requires increasing the
productivity of natural resources, thus reducing waste; using production models whose output becomes
an input to nature or another manufacturing cycle (in other words, a “cradle to cradle” system which
treats waste as “food” (McDonough and Braungart 2002)); shifting to a “solutions-based business
model”; and, reinvesting in natural capital (Lovins, Lovins and Hawken 1999, 146-148). Natural
capitalism entails treating waste as representative of inefficiencies in the system, or, otherwise, viewing
pollution as equivalent to economic waste and lost opportunities for increased competitiveness (Porter
and van der Linde 1995).

Little controversy exists regarding industry’s fiduciary obligation to shareholders or its legal
responsibilities. Nonetheless, there is much discussion surrounding publicly held companies that carry
out “socially responsible” projects that could potentially exist only at the expense of their earnings.
Those in favour of this type of activities imply that corporations have an indirect societal obligation (or
corporate social contract®) and should be held to a higher standard of responsibility — something that
many, such as Friedman, would disagree with (Lantos 2001). If we move beyond the question of
whether corporations should be doing any socially responsible projects at all, however, we can further
explore the points of disagreement regard the benefits and costs of such undertakings.

At the most basic level, socially responsible programs are motivated by ethical concerns that may, at
times, be demanded by government regulation. At the other end of the spectrum, we find projects that
are clearly going “above and beyond.” The latter can generally be found to be either strategic or
philanthropic in nature (see Figure 1). Advocates of both altruistic and strategic corporate activities
suggest that with power comes responsibility. However, critics of altruistic CSR, such as Porter and
Kramer, explain that the mutual dependence of corporations and society implies that “if either a
business or a society pursues policies that benefit its interests at the expense of the other, it will find
itself on a dangerous path [since] a temporary gain to one will undermine the long-term prosperity of
both” (Porter and Kramer 2006, 84). The core argument is that altruistic CSR — “giving back” — does little
for a company, while strategic CSR — “giving back because it is in the company’s financial interest to do
so” — adds value to a corporate organization (Lantos 2001, Porter and Kramer 2006). This last school of
thought believes that to be sustainable, CSR must create shared value for both society and corporations;
that is, it should merge companies’ self-interest with the common good, which entails being strategic,
not altruistic.

8 As Lantos explains, “the corporate social contract concerns a firm’s indirect societal obligations and resembles
the ‘social contract’ between citizens and government traditionally discussed by philosophers who identified the
reciprocal obligations of citizen and state” (Lantos 2001, 599).
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2.3 Corporate Environmentalism and the “Greening” of a Company

The origins of corporate environmentalism are commonly associated with the environmental and social
movements of the 1960s and 1970s, and with the drive for organizational change based on “the
perception that organizational entities have or could have significant impacts, whether positive or
negative, real or imagined, on their respective ecosystems” (Starik and Marcus 2000, 539). By the mid-
1980s, instead of viewing environmental pressures as a burden to be resisted, some firms began to treat
them as opportunities for improvement and repositioning, and, in certain cases, for increasing profits.
Policy statements, beyond-compliance goals, and greater investments of human and financial resources
devoted to environmental affairs, among others, were used to capitalize on such opportunities. The
environmental impact of an organization’s processes and products became a growing consideration
when making decisions pertaining to investments in research, development, manufacturing, and
operations. As Starik and Marcus explain, “trends in corporate ‘greening’ included pollution prevention
and toxic reduction programs, full cost analysis, auditing, design for the environment, product
stewardship, collaboration between environmental organizations and corporations, policy formalization
catalyzed by industry associations, greater CEO and board involvement, and pressure for responsibility
from employees, regulation, accidents, and legal liability” (Starik and Marcus 2000, 540).

Researchers have observed that the motivation behind this shift in sentiment and approach towards
environmental management is manifold. For some companies, improving their environmental
performance was a way to secure competitive advantage through cost reductions, improved efficiency,
and product differentiation, among others. For example, 3M has achieved $1 billion in first-year project
savings with its Pollution Prevention Pays (3P) program, which seeks to eliminate pollution before it
occurs, and is based on the belief that any action to reduce pollution will also produce financial savings.
In addition to these economic savings, the 3P initiative has achieved environmental savings of 2.2 billion
pounds of pollutants (Esty and Winston 2006). Government regulations, ethical concerns, and an
interest in values from both employees and customers, in addition to economic benefits, also helped
further corporate environmentalism (Starik and Marcus 2000, 240, Esty and Winston 2006, 101). In
addition, by the early 1990s, the Brundtland report’s call for sustainable development touched various
organizations, encouraging them to pursue corporate sustainability. It was “the right thing to do.”

This section focuses on what the literature says business is and should be doing to become sustainable.
The goal is to begin to develop a picture of what may be best-practices for the “greening” of companies.
In particular, it addresses the following questions:

1. How can investments in environmental sustainability create value?

2. What should a sustainable company look like? What is “best practice”? Do we know?
3. What are companies actually doing to become sustainable?

2.3.1 Creating Shareholder and Sustainable Value

The literature suggests that, based on companies’ experience, the tension between the environment
and the economy is more constructively framed as one that can lead to innovation, rather than one that
merely imposes costs related to regulatory standards (Porter and van der Linde 1995, Starik and Marcus
2000, Esty and Winston 2006). The argument is that by aligning business priorities with those inherent
to the natural environment and to our basic human needs and desires, “you create long-term
sustainable value for all stakeholders, beginning with shareholders” (Senge, et al. 2008, 119).

26









the case for reducing environmental risks and cutting costs is easy to make — without acting on these
issues, it is unlikely that companies’ sustainability efforts will enjoy credibility (Senge, et al. 2008).

Organizations are also influenced by various stakeholder groups who demand greater transparency and
consideration for the needs of the general public and for the fragility of the planet, as represented in the
lower right quadrant in Figure 3. By providing information and responding to stakeholders’ demands,
firms can strengthen their reputation, and, by increasing the public’s expectations of product and
corporate environmental stewardship, they can manage their competitors and redefine markets.
Companies in the Chemical Manufacturers Association (CMA), for example, developed an initiative
dubbed Responsible Care for the association’s members to adopt in 1988. Responsible Care asks for
companies to comply with guidelines for pollution prevention, process safety, and emergency response,
among others — otherwise, their membership is terminated. As reported by Reinhardt, between 1988
and 1994 this program led chemical companies to decrease their toxic materials output by almost 50%,
a reduction above the United States’ national average. In addition, these companies improved their
competitive standing — they now spend less money on environmental safety improvements and in
monitoring, reporting, and administrating their compliance efforts. Equally important is the enhanced
image they’ve earned thanks to these results (Reinhardt 1999). Another example is that of Nike, who
used product-stewardship strategies to restore its reputation after the public outcries against its labour
and environmental practices during the 1990s. It started scoring its footwear design against a product-
stewardship scorecard, and introduced initiatives to collect and recycle used shoes. Profits from this last
example were used to fund the company’s foundation (Hart and Milstein 2003).

Companies can also gain an advantage through present and future product differentiation that relies on
environmental attributes, as shown in the upper left quadrant in Figure 3. Innovation can also be
spurred through research and development of new clean technologies (such as nanotechnology,
genomics, biomimicry, and renewable energy) so that the firm’s internal sustainable competencies are
nourished for the future and can contribute to reducing human’s footprint on the planet. For this to be
successful, however, customers need to be responsive to environmentally friendly products, and the
firm must be able to effectively communicate the benefits of their products and services, while at the
same time safeguard its investment from potential imitators. Patagonia, for example, has established
itself through its commitment to conservation and the continuous pursuit of simpler, more efficient and
effective products (Chouinard 2005, Reinhardt 1999). Stonyfield Farm has done something similar — it is
committed to using only natural and organic ingredients, and uses its profits to safeguard arable land
from pollution (Hirshberg 2008). Toyota and Honda have invested in hybrid technology for their
vehicles, and BP and Shell are recognized for their investments in renewable energy technologies (Hart
and Milstein 2003). DuPont, on the other hand, is relying on biotechnology, genomics and biomimicry to
move away from fossil fuels and become a renewable-resource company striving for sustainable growth,
addressing what it deems will be the market trends of the future: a demand for renewable energy and
materials, increased safety and security, and larger quantities of food production (Hart and Milstein
2003, Senge, et al. 2008).

Finally, as shown in the upper right quadrant of the Sustainable Value Framework, firms can also
generate value by addressing issues of inequality and poverty, using unmet needs as inspiration for
future innovations. Unilever, for example, has used “the voices of the poor and disenfranchised [as] a
source of creativity and innovation” (Hart and Milstein 2003, 63). It has focused on meeting the needs of
the rural poor, and now provides products such as affordable shampoos and soaps. The results are
remarkable; in 2003, for example, 50% of the revenue of one of Unilever’s subsidiaries came from
customers at the bottom of the pyramid (Hart and Milstein 2003). In addition, the firm is testing low-
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driver of the company’s efforts. A study based on a 31-company survey and 6 detailed cased studies
found that more than 60% of the respondents considered the CEO and management team to be the
“initial champions for the idea of developing [a] corporate climate-related strategy” (A. J. Hoffman
2006b, 37). DuPont’s employees, for example, cite their CEQ’s involvement in the company’s first round
of GHG reduction goals as critical to their success. Only Environmental Health & Safety groups were seen
as greater advocates, with 90% of the respondents labelling them as fundamental to a company’s
sustainability efforts. Likewise, Hoffman found that educating the workforce and earning its buy-in was a
key component of change. After all, it is employees who will be responsible for initiating and
maintaining sustainable policies and processes across the company (A. J. Hoffman 2006b).

The literature suggests that the organizational context of a company is also important, since it plays “an
important role in shaping managerial interpretations of environmental issues, particularly in framing of
issues as opportunities as opposed to threats” (Sharma 2000, 684, Porter and van der Linde 1995,
Hoffman and Bazerman 2006a). There is the belief that “when concern for the environment becomes an
integral component of corporate identity, environmental issues become ‘harder to disown™ (Sharma
2000, 684). This implies that if a company has become committed to environmental leadership, for
example, organizational buy-in for sustainable environmental practices will be widespread. In addition,
discretionary slack for managers is also deemed to be a contributing factor to environmental-related
innovation within a company, given its potential to encourage employees to interpret environmental
issues as opportunities and to take chances when tackling them. Finally, to channel this discretionary
slack, the literature advocates for the integration of environmental performance criteria into employees’
performance evaluation. A study that examined the links between managerial interpretations of
environmental issues and corporate choice of environmental strategy among 99 firms in the Canadian
oil and gas industry found empirical evidence that confirmed the first two theories — that is, that
organizational commitment to sustainability and discretionary slack given to managers facilitate the buy-
in and level of engagement across the corporation. However, there was no evidence that confirmed that
employees’ performance evaluations ought to be linked to environmental performance criteria (Sharma
2000).

2.3.2.2 A Systems-Based Vision of Sustainability

A clear vision of sustainability that the company is committed to is considered to be fundamental as
well. According to the literature, the vision should send a strong signal across the organization for
everyone to understand and embrace the firm’s environmental goals. Such a sense of direction will
facilitate discussions regarding what a company’s policy and next steps should be, and will protect the
firm from losing itself in the midst of potential resistance to change emanating from within and outside
the company (McDonough and Braungart 2002).

The vision ought to inspire the corporation to set environmental goals and standards that are
challenging but not daunting. There is general agreement that for firms to identify what these goals
should be, they need to think about issues systemically, generally expanding the timeframes, payoffs,
and boundaries under consideration (Esty and Winston 2006). Unfortunately, systems-thinking is
difficult both for individuals and organizations given “our propensity for straight-line thinking” (Doppelt
2008, 38). Nevertheless, straight-line thinking, however pervasive, prevents us from taking into account
the bigger picture and the long-term consequences of our actions. In the case of climate change, for
example, a “poor understanding of accumulation [stocks and flows] leads to serious errors in reasoning
about [the issue],” and consequently, to serious errors in policies that seek to mitigate the risks of
changes in atmospheric greenhouse gas concentrations (Sterman 2008, 532).

31






such as GHG emission levels. Nevertheless, the interdependency between firms and their suppliers and
carriers means that, to be effective, they need to address environmental issues together — the actions of
one will inevitably affect the other.

The second consideration regards the kind of growth that companies should be pursuing. There are
authors who argue in favour of “good” or “natural” growth — that is, growth that is responsive to “real”
societal demands and is considerate of the planet’s resources and limitations — instead of economic
growth (McDonough and Braungart 2002, Chouinard 2005). This, unsurprisingly, is a key point of
contention. Those who favour conventional economic growth argue that it leads to competitive
advantage gains and maximizes human well-being. Critics of what they call “growth for the sake of
growth” suggest, instead, that “the limiting factor to future economic development is the availability
and functionality of natural capital, in particular, life-supporting services that have no substitutes and
currently have no market value” (Hawken, Lovins and Lovins 1999, 9).

2.4 The Balance between “Passion” and “Process”

As discussed in previous sections, the literature suggests that sustainable corporations rely on an
individual and organizational emotional commitment to sustainability as much as they rely on a
management process based on established standards and the methodical evaluation of the company’s
environmental performance. The implication is that, in implementing environmental programs, any
company must deal with the classic tension between “passion” and “process” that has been
documented for many years in the innovation literature, but needs further exploration in the
sustainability literature. The following provides a brief overview of what are considered to be the roles
of “passion” and “process” in environmental management.

2.4.1 Sustainability through Passion: Nourishing an Emotional Commitment

Much of the literature suggests that sustainability requires a personal and organizational commitment
that is driven by what our aspirations are, and by what we believe to be “the right thing to do.” Doppelt
argues that “the negative emotions that are associated with seeing or imagining the effects of global
warming, environmental degradation and related social distress or the sense of relief that comes from
doing your part to resolve the issues provide a potent stimulus for change” (Doppelt 2008, 99). Paine
adds that “a system of morality [...] enables individuals and societies to function more effectively than
would otherwise be the case” (Paine 2003, 97). Indeed, companies that are considered to be exemplary
sustainable corporations, such as Patagonia, The Body Shop, Ben & Jerry’s, and Stonyfield Farm, are
largely founded on a passionate and ethical commitment to protecting and improving our society and
environment (Chouinard 2005, Hirshberg 2008, Makower 2009). As Chouinard, Founder & CEO of
Patagonia, explains,

“In every long-lasting business, the methods of conducting business may
constantly change, but the values, the culture, and the philosophies remain
constant... Living the values and knowing the philosophy of each part of the
company align us all in a common direction, promote efficiency, and avoid the
chaos that comes from poor communication.” (Chouinard 2005, 83-84)

Previous sections in this chapter have discussed how the literature underscores the importance of
individual commitment to the cause of sustainability across the corporation, and how it has identified
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that an organizational dedication to environmental leadership is fundamental. The key, it is argued, is to
find “instigators of change” and to rally the corporation to become sustainable by increasing awareness

on the issue and by highlighting the value-creation opportunities inherent to embracing a more
sustainable way of doing business.

Doppelt argues that five things must happen for people and organizations to actually shift their actions
towards more sustainable behavioural patterns. First, they need to learn about the issues and
understand the consequences of their behaviour. Second, they need to deliberate whether changing is
worthwhile — this requires comparing the benefits of change with the related downsides. Third, Doppelt
suggests that individuals and organizations must become convinced that the upsides of change are
greater than the costs, and that once this happens, they will likely become more serious about
committing to a different way of living. Fourth, they will begin to make significant changes in their
thinking and behaviour. Finally, they need to focus on sustaining their new lifestyle and must do their
best to avoid falling back to their previous patterns of behaviour (Doppelt 2008). He asserts that for
these five things to occur, “sufficient tension must be established between some deeply held unmet
values and aspirations and current conditions,” and that, therefore, both individuals and organizations
should seek to become “emotionally inspired by the tragedies or opportunities” related to issues of
sustainability in order “to reconsider your current perspectives and adopt new ones.”

2.4.2 Sustainability through Process: Environmental Management Systems

Some of the literature also underlines the importance of establishing standards and procedures, and of
continuously monitoring and evaluating the firm’s environmental performance. Environmental
management systems (EMSs) are a widely-recognized tool for doing this.

An EMS is a formal scheme and database that establishes procedures and processes for “systematically
identifying environmental aspects and impacts of [organizations’] operations” (Andrews, Darnall and
Gallagher 1999, 3). Gallagher describes EMSs as a tool to “build a path to compliance and beyond”
(Gallagher 2005, 60). At the most basic level, this management structure aids organizations with
regulatory compliance, management of environmental risks and liabilities, and identification of potential
improvements (Gallagher, Darnall and Andrews 1999). This entails articulating and following processes
for goal setting, performance monitoring and evaluation, continuous improvement, and reporting to
internal and external stakeholders (Andrews, Darnall and Gallagher 1999, Melnyk, Sroufe and Calantone
2003). As detailed by Melnyk et al, “the documentation of this ‘environmental’ information is primarily
internally focused on design, pollution control and waste minimization, training, reporting to top
management, and the setting of goals. The use of this information for external stakeholders is primarily
found in annual reports, focuses on the outputs of the firm, and is used to enhance firm image”
{Melnyk, Sroufe and Calantone 2003, 332).

The most extensively recognized EMS international standard is 1SO 14001°, which was established in
1996 with the goal of coordinating EMSs globally by offering businesses an option for “[environmental]
governance without governments” (Andrews, Darnall and Gallagher 1999, 3, Gallagher, Darnall and

® The International Organization for Standardization {ISO) is a non-governmental organization (NGO) that helps the
public and private sectors across 157 countries reach consensus on what international standards should exist to
meet the needs of both business and society (ISO 2008).
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Andrews 1999).%° The criterion for any facility to obtain the 1SO 14001 certification include (Clapp 2005a,
230-231, Andrews, Darnall and Gallagher 1999),

- adopting an environmental policy statement that includes a commitment to regulatory
standards, continuous improvement, and pollution prevention;

- identifying all environmental impacts and aspects of its operations;

- adopting a management system that facilitates fulfilment of the environmental policy and goals;
establishing goals that will move the firm’s environmental efforts forward;

- assigning responsibility for the execution of the policy and the monitoring and evaluating of the
firm’'s performance;

- participating in internal and external audits to ensure the management system is working as it
should be;

- documenting procedures and results, making these as transparent as possible for all
stakeholders, and using them for continuous improvement within the organization; and,

- encouraging suppliers and contractors to adopt a similar EMS

What an EMS does, in other words, is provide a framework for firms to manage their environmental

impact and aspirations (see Figure 5).
Policy

Management

\

Monitoringand

Plan

Corrective implementation

Action

Figure 5: Environmental Management System Loop
(Gallagher, Darnall and Andrews 1999, 2)

Each firm has the freedom and responsibility of deciding what its goals and priorities will be — ISO 14001
“does not prescribe environmental performance standards, nor does it direct which of many possible
environmental goals should be given priority” (Andrews, Darnall and Gallagher 1999, 4). In the words of
Melnyk et al.,

“[T]he 1SO 14001 EMS standards are process, not performance standards. In
other words, these standards do not mandate a particular organization’s
optimum environmental performance level but describe a system to help an
organization achieve its own environmental objectives. Underlying this

10 Similar procedural standards have also been established by the United Kingdom and the European Union
(Andrews, Darnall and Gallagher 1999)
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approach is the assumption that by helping a firm focus on each stage of its
manufacturing process, the firm will develop better environmental
management practices and, ultimately improve its environmental
performance.” (Melnyk, Sroufe and Calantone 2003, 332)

This is very important given how dynamic our world is. By having guidelines instead of rules,
organizations can have a sense of direction regardiess of what context they find themselves in.

The freedom enjoyed by organizations when setting their goals and priorities also means, however, that
adoption of an EMS does not necessarily indicate a serious commitment to environmental improvement
and sustainability. Because of this, the detailed content of the EMS (the policy, goals, priorities, etc) is
essential in determining whether the EMS will further an organisation’s sustainability standing — one
should not assume that sustainability will be achieved through EMS adoption alone. It is important to
recognize that “EMSs by themselves are only limited procedural instruments for such purposes, and the
goals themselves — sustainability or others — must and will be driven by more fundamental exogenous
forces. All the substantive decisions that an EMS reflects are self-selected from within the enterprise,
and often reflect only the perspectives and priorities even of particular facilities and business units”
(Andrews, Darnall and Gallagher 1999, 14-15).

Nonetheless, preliminary studies have found that the introduction of an EMS can be at least somewhat
beneficial to a firm’s environmental performance, even if the company chooses not to provide detailed
public information on any facility’s actual environmental standing though the data exists and is readily
available for those within the corporation (Andrews, et al. 2003). In addition, facilities that have adopted
the 1SO 14001 standard may be able to diminish environmental reporting burden and costs, which are
significant. An EMS allows organizations to more easily redesign their operational structure, substitute
standards, and introduce new regulated processes, and may even serve as signal to regulators of their
commitment to environmental stewardship (Gallagher, Darnall and Andrews 1999).

2.4.3 Exploring the Balance between Passion and Process

This section illustrates that, on the one hand, some of the literature underscores the importance of an
emotional and values-based (ethical) commitment to the “cause” of sustainability, while, on the other
hand, a significant part of the literature underscores the importance of putting in place appropriate
policies and procedures. The goal of this thesis is to explore the balance between the two by studying in
detail the experience of one particular firm — IBM — with environmental sustainability. T

The following chapter presents the case study of IBM’s experience in environmental management.
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3 SUSTAINABILITY AT IBM

This chapter illustrates IBM’s experience in environmental management. Following a brief history and
description of IBM, the chapter describes the company’s approach to corporate social responsibility and
to environmental management. It provides information about the origins of environmental
management at IBM, including the development of its corporate policy on environmental responsibility,
and, later in the chapter, a description of how goals and standards are developed and integrated across
IBM’s different organizations. The case study also includes an overview of the challenges that IBM's
Corporate Environmental Affairs team has identified, along with a discussion surrounding the team'’s
views on “greening of the company.” This is followed by a description of IBM’s Environmental
Management System (EMS), examples of how it works, and an explanation of how the company’s
environmental performance is monitored and evaluated. [BM'’s “green businesses” are introduced
afterwards. As an example of how IBM’s system works, I've included a detailed mini case-study of IBM’s
energy conservation and climate change initiatives. The chapter ends with a discussion of some of the
challenges that emerged throughout the various interviews conducted for this study.

3.1 History & Description of IBM

“We acknowledge our obligation as a business institution to help improve the quality of
the society we are part of. We want to be in the forefront of those companies which are
working to make our world a better place.”

Thomas J. Watson, Jr., IBM Chairman, 1969"

IBM’s origins go back to 1911, when the Computing-Tabulating-Recording Company (CTRC) was created
through a merger of smaller businesses. The company’s initial offerings were a wide range of consumer
products, including meat and cheese slicers, industrial time recorders, commercial scales, tabulators and
punch cards. Thomas J. Watson, Sr., joined the company as general manager in 1914 and within months
had become CTRC’s president. Ten years later, the company had changed its name to International
Business Machines, had expanded its manufacturing facilities to Europe, and had introduced
computation to the public, private, and academic sectors (IBM Archives 2008, Gerstner 2002, 113).
Watson Sr.’s philosophy and values — “hard work, decent working conditions, fairness, honesty, respect,
impeccable customer service, jobs for life” — became core components of IBM’s culture, significantly
strengthening the company (Gerstner 2002, 114).

It was Thomas J. Watson, Jr., however, who recognized IBM’s future in electronics (Gerstner 2002, 114,
Chandler 2001, 88-89). By 1963, the company, which was also known as “Big Blue,” had become the
leader of the world’s computer industry and generated $1.24 billion in revenue — more than twice the
total earnings of $539 million made by its competitors. IBM had grown from a company with five
hundred engineers and technicians to one with sixty thousand employees, and which increasingly
focused on building new sets of capabilities in software and electronic technology development
(Chandler 2001, 85-93). The introduction in 1964 of System/360 — the first family of fully compatible
computers and peripherals — revolutionized not only IBM but the industry as a whole. IBM shaped its
growth around this offering. To support System/360, the company invested in the semiconductor

" Quoted in (IBM CEA 1994)
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industry, software, and research and development for new technologies. In Gerstner’s words, “IBM was
a one-product company — a mainframe company — with an array of multibillion-dollar businesses
attached to that single franchise” (Gerstner 2002, 116-117).

System/360 proved to be one of the most successful product launches in history, and IBM remained a
leader of the IT industry for the next thirty years. Company revenues grew at a compound rate of 14
percent between 1964 and 1985, gross profit margins averaged 60 percent, and IBM’s market share was
larger than 30 percent (Gerstner 2002, 117). In 1991, however, for the first time in 45 years, the
company stopped growing, and by 1993 Big Blue’s net losses reached a record $8 billion (Garvin and
Levesque 2005, 2, IBM Archives 2008). Lou Gerstner was hired from outside IBM to turn the company
around. He described the company’s difficult time as closely related to its “decades-long run of
uninterrupted success” (Gerstner 2002, 117). In his words,

“When there’s little competitive threat, when high profit margins and a
commanding market position are assumed, then the economic and market
forces that other companies have to live or die by simply don’t apply. In that
environment, what would you expect to happen? The company and its people
lose touch with external realities, because what’s happening in the marketplace
is essentially irrelevant to the success of the company.” (Gerstner 2002, 117)

IBM’s market share success also attracted an antitrust suit filed in 1969. While the suit was later
dropped and categorized as “without merit,” Gerstner believes it had a negative impact on IBM’s
corporate culture and also contributed to the company’s slow down {Gerstner 2002, 118).

With this in mind, Gerstner found himself nourishing a customer-oriented sensibility and fighting the
pressure to respond to new competition — companies like Sun and HP that promoted UNIX® - by
splitting IBM into separate independent businesses (Gerstner 2002, 119, IBM Archives 2008). He
recognized the need for integrated solutions and envisioned IBM could have a clear advantage by
staying together instead of breaking apart (IBM Archives 2008). To secure such advantage, Gerstner and
his team transformed IBM from a vertically integrated computer hardware manufacturer to a company
with a diverse business portfolio, including a strong focus on software and services, and that procures
most of the components that go into its finished products. As a result, the company began to rely on its
supply chain not only for product quality and environmental compliance, but for achieving its social
responsibility and environmental stewardship objectives. Unfortunately, in addition to these changes,
Gerstner was also forced to lay people off for the first time in IBM’s history in 1993 — a tremendous
shock for all IBMers.

Since then, Big Blue has grown to regain its status as a renowned global company that delivers IT
hardware and solutions, and that offers a wide range of services. In 2003, Gerstner was succeeded by
current CEO Sam Palmisano, who has continued to strengthen IBM, solidifying its position for the 21*
Century. By 2008, the company had nearly 400,000 employees and generated over $103 billion in
revenue: 21% software, 21% hardware and financing, 57% services, and 1% other (IBM 2009).* On
November 2008 Palmisano launched IBM’s “Smarter Planet” agenda, a call for the world to rethink the

2 An open operating environment that offered an alternative to IBM’s mainframe products, and that opened the
marketplace to new producers of software and peripheral products.
B3 1BM’s financial highlights for years 2005-2007 can be found in the Appendix.
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way it works, and a vision of how IBM can contribute to making the necessary and substantive changes a
reality — by enabling smarter and more efficient systems (Palmisano 2008).

3.2 Spare Change vs. Real Change: Corporate Social Responsibility at IBM

“From IBM'’s inception, nearly a century ago, our company has always been in the
business of engaging with forward-thinkers across business, science and society to make
the world work better. IBMers have always believed that when people think about how
the world should work, they are inevitably driven to challenge the status quo, and to
change it. And the resulting benefits flow not just to them and their organizations
benefit, but to their communities and global society.”

Sam Palmisano, IBM Chairman & CEO*

The legacy of IBM’s founder, Thomas J. Watson, Sr., continues to be evident in IBM’s commitment to
corporate social responsibility (CSR). As explained earlier, Watson Sr.’s values had a significant influence
on IBM’s culture. While it became impossible for IBM to continue providing jobs for life, its commitment
to conducting business in an ethical, safe, and constructive manner has remained central to the firm.

CSR at IBM includes seven functional areas, including Governance and Financial Accountability,
Corporate Community Relations, Environmental Affairs and Product Safety, Employee Well-Being, Global
Human Resources, Supply Chain, and Governmental Programs (see Figure 6). Each function has a
representative on the Executive Steering Committee, which defines IBM’s CSR Policy, and on the
Working Group, which meets monthly to manage IBM’s CSR reporting and stakeholder engagement, and
to address cross-company citizenship issues, including IBM’s relationship with socially-concerned
investors.

Governance
and Financial
Accountability
G Corporate
p mr:::;r;ta} Community
Relations

Environmental
Supply Chain Affairs and
Product Safety

Global Human Employee
Resources Well-Being

Figure 6: IBM Corporate Citizenship Executive Steering Committee and Management System
Each organization in the system has been in IBM for more than 15 years.

4 Chairman’s Letter in (IBM 2008)
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The company’s CSR report includes a wide variety of key performance indicators (KPIs) including metrics
describing employees’ satisfaction, workforce diversity, greenhouse gas emissions reduction, pollution
prevention, and supply chain social responsibility (IBM Corporate Responsibility 2008)." The firm is also
a founding member of the Global Leadership Network, a partnership of leading global companies
committed to performance excellence in corporate citizenship, defined as the “alignment of corporate
citizenship to core business strategy and operations” (Global Leadership Network 2008).

CSR at IBM is viewed very much as a partner to the business. Stan Litow, VP of Corporate Citizenship &
Corporate Affairs (CCCA), and Chair of the Executive Steering Committee for Corporate Responsibility,
suggested that “CSR is part of IBM’s core values and directly related to our business strategy — we
ensure that all investments are related to innovation that matters.” Hence CCCA’s focus on education
and public health issues, among others. Litow added that IBM’s efforts are “the difference between
spare change and real change” and emphasized that the firm does not treat CSR as charity. In his view,
“most companies approach corporate citizenship as a private foundation, while [IBM’s] foundation is
our arsenal of weapons — the key is to know your core capability and use it.”

Paula Baker, VP for Global Community Initiatives within CCCA (now retired), referred to IBM's approach
to CSR as “a continuum from regulation and compliance to value creation,” and noted that the firm
currently focuses on CSR mostly as a platform for growth (see Figure 7). She explained, “IBM doesn’t do
cash grants — we want to use our people, expertise and technology.” Litow explained that this approach
is intrinsic to treating CCCA as if it were yet another business unit. He believes that when it comes to the
company’s corporate citizenship activities, “you should always ask if you would do something similar
with a customer - for instance, you wouldn’t give a client a check-book for them to go hire someone
else to do the job instead of you.”

Values-
Access to new

markets, new
partnerships or
Measurable product/service
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the company’s through generate
value system  efficientor  revenye.
and/or code of Win-win
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activitieswith  guide business
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Figure 7: CSR Value Curve
Figure from (Pohle and Hittner 2008, 4)

> Some of these CSR KPIs for years 2005-2007 can be found in the Appendix, and at the following website:
http://www.ibm.com/ibm/responsibility/index.shtm!
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Instead of making a financial donation to the Nature Conservancy’s “Water for Tomorrow” Project, for
example, 1BM sought to become an active partner. The goal of the project is to build a modelling
framework that simulates river basin behaviour to support policy decision-making. According to Baker,
the partnership proved to be valuable to IBM on many fronts. First, the Nature Conservancy was an
experienced global organization with an identified real need. It was also an organization that IBMers
could relate to, being the NGO that received the most individual financial contributions from across the
company. Second, the project addressed water issues, which ranked high on the agenda of IBM’s Global
innovation Outlook (GIO) 2.0 and 3.0, as well as on the company’s Innovation Jam?’, which may be
described as a conversation across IBM about a healthy planet. Third, it gave IBM the opportunity to test
its simulation technology, one of the developing business opportunities within the company. Finally, the
project took place in Brazil and China — two countries with strategic importance for IBM.

Clearly, IBM treats CSR as a tool to push the company and its products forward. As the Water for

Tomorrow example shows, the company strives to use CSR as an avenue for testing and proving its
technology and as a way to open doors in emerging countries.

3.3 Managing the Environment

3.3.1 Origins of Environmental Management at IBM

Environmental management is a critical component to CSR within IBM. In Litow’s words, “it is impossible
to have high quality corporate citizenship without [environmental] sustainability.” Indeed, the company
has a long history of environmental commitment. It began instituting worldwide policies for safety,
conservation, and the environment as early as 1967 {Grimm 1992). The company’s first Corporate Policy
on Environmental Responsibility was established in 1971; just a couple of months after the creation of
the Environmental Protection Agency (EPA).*® Written by then-CEO Thomas J. Watson, Jr., it stated:

“Line management in IBM must be continuously on guard against adversely
affecting the environment. This effort must include constant attention not only
to the waste incident to producing a product but also to the consequences of
the processes established during product development.” (Watson 1971)

There are two remarkable aspects in Watson’s policy. First, it placed the responsibility of protecting the
environment firmly in the hands of line management, rather than in IBM’s staff. Second, it emphasized

18 IBM describes its GIO as “a worldwide conversation about innovation that matters” (IBM GIO 2008). The firm
brings together its best researchers, consultants and business leaders to collaboratively address issues that call for
innovative solutions. In 2008 the GIO focused on the implications of climate change and the increasing pressures
on water supplies, among others.

Y A “)Jam” at IBM is a “massively parallel [online] conference... a group of interlinked bulletin boards and related
Web pages on IBM'’s intranet, with systems for centrally managing everything and seeking substantive answers to
important questions” in a short period of time. In 2006, the company used this tool to promote innovation by
encouraging all IBM employees to brainstorm “to develop ideas better and more quickly commercialize them.” A
set of “Big Ideas” emerged out of these discussions, and these become the basis for new business propositions.
Three examples of these new business units include 1BM’s Intelligent Utility Networks, Intelligent Transportation
Systems, and “Big Green” Innovations (Bjelland and Chapman Wood 2008).

'8 The EPA was formed in 1970, under the administration of President Nixon, and officially opened on December 2,
1970 (Lewis 2007)
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pollution prevention instead of pollution control as a primary activity — a shift that did not occur in the
EPA until the eighties." Watson’s far-sightedness has generated significant pride across the firm, and
has often led IBMers to refer to their former CEO as a true visionary and a man ahead of his time.

IBM continues to set internal standards that go above and beyond those set by law — which, in the
words of Edan Dionne, Director of Corporate Environmental Affairs (CEA), helps “make regulations
irrelevant [for the company] by keeping IBM ahead of the regulatory requirements.” Tim Mann,
Program Manager of Environmental Product & Process Stewardship for CEA, sees IBM’s approach as
being practical too. In his view, “it is easier {and more efficient] to [establish higher standards]

voluntarily, on your schedule, than to wait for the regulation and be told you need to do it within six
months.”

IBM’s environmental impact in the 1970s and 1980s largely flowed from the construction and
infrastructure of its manufacturing sites, and in consequence the team responsible for the development
of IBM’s environmental goals and directives (the Environmental Engineering Team or EET) was housed
under the Real Estate and Construction Division (RECD). The EET focused on defining and maintaining
what years later would become the company’s Environmental Management System (EMS). Among
others, the EET developed policies to address the environmental impact of its processes and products.
The company established the Process Environmental Impact Assessment (EIA) program in 1973 and the
Product EIA in 1977. The Process EIA evaluated the resource and material (e.g., energy, water,
chemicals) requirements of, and discharges from, manufacturing and facilities processes. It also assessed
requirements for waste management, and control of air emissions and waste discharges. The Product
EIA included an evaluation of what every product was made of, its energy use, the chemicals used for its
maintenance, and whether there was a need for special disposal. IBM also established its supplier
environmental evaluation program in 1972 and its corporate policy on energy conservation in 1974.%°

As IBM’s approach to environmental management continued to mature, a number of events gave its
environmental efforts added momentum. In 1984 a chemical release at Union Carbide’s plant in Bhopal,
India, killed over 3,000 and injured more than 300,000 (A. J. Hoffman 1999, 363). That same year the
semiconductor industry, which until then had enjoyed a public image of being “clean”, began to be
increasingly recognized as a major contributor of toxic wastes after the EPA published a list of high-
technology companies whose leaking underground storage tanks had contaminated groundwater
supplies. During that time, IBM’s Manassas manufacturing plant was proposed to be added to the EPA’s
“national priority list” of hazardous waste sites for Superfund cleanup, despite the fact that IBM had
already taken actions to solve the problem (Salisbury 1984, Hamilton 1984).

This issue did not take IBM by surprise. In fact, six years earlier, in 1978, the company had established a
Groundwater Protection Plan to prevent groundwater contamination, to monitor facilities “to assure the
integrity of all plant system against release of chemicals into groundwater,” and in case of
contamination, to undertake appropriate remedial measures “to limit the spread and eventually remove
the contaminate” (Morris 1978).

IBM’s environmental efforts were further energized when in 1987, two years after the discovery of the
Ozone Hole, routine, permitted emissions by the company placed three of its manufacturing facilities as
the first, second and third largest emitters of CFC-113 in the US (IBM CEA 1992, 7). Tim Mann

¥ The EPA’s Pollution Prevention Act was established in 1990 (Browner 2007)
20 A detailed timeline of IBM’s other environmental highlights can be found in the Appendix.
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remembers this information listed on the front page of a major newspaper as something that was, in his
words, “a big slap on the face [and] not something IBM wanted to be associated with.”

In addition, the Exxon Valdez oil spill in Prince William Sound, Alaska, occurred in 1989. These events
furthered “the right to know” by increasing social and regulatory pressure for companies to disclose
information on their environmental footprint and on their ability to respond to any accident, should
they be faced with one.

IBM recognized the subject of environmental responsibility “was getting hotter,” recalled Wayne Balta,
VP of Environmental Affairs and Product Safety. To reflect the company’s recognition and commitment
to manage environmental affairs as a strategic imperative, IBM decided to institute a separate
environmental entity within IBM. In 1990 IBM pulled together professionals from RECD’s EET and other
areas across IBM including environmental, energy and legal experts to form Corporate Environmental
Affairs (CEA) — a corporate staff function (Deutsch 1991). Arthur J. Hedge Jr., a corporate officer formerly
responsible for running RECD and who was appointed as vice president of environmental affairs at the
time, later explained the change responded to the feeling that IBM “needed one high-level group to
focus [the company’s] environmental efforts, and to send a clear signal that management cares about
the environment” (Deutsch 1991, PR Newswire Association, Inc. 1990). When the announcement was
made, IBM’s senior vice-president at the time, C. Michael Armstrong, said,

“IBM has long been committed to conducting business in the safest way
possible for our employees, the communities where we operate and for the
world at large. Bringing environment, energy and safety programs together
under this new position will enable us to further coordinate our work in these
interrelated areas.” (PR Newswire Association, Inc. 1990)

CEA was founded at a difficult time for IBM — the company’s profits were decreasing, it was being
attacked by all sorts of new competitors, and there was talk of splitting IBM into various companies.
Nonetheless, when IBM was about to lay people off for the first time in history a couple of years later, it
kept CEA as a staff function. The message was clear remember Balta and Dionne — IBM’s commitment to
the environment was for the long run. In fact, CEA was one of the few groups within IBM that Gerstner
left untouched amid his long list of changes. In his 1994 environmental report letter, he stated,

“In the past two years, we in IBM have had to rethink much about the way we
do business. In the process, it has become clear that there are certain things
that should not change. One of them is our responsibility to run a business
mindful of the world in which that business operates. When it comes to the
environmental well-being of that world, this responsibility takes on added
weight for a company such as ours: a multinational organization whose
technology represents a powerful engine of change.” (IBM CEA 1994)

The staff of the newly formed group focused on three tasks: continuing the work of the EET, raising the
stature of the EMS across IBM, and strengthening IBM’s environmental strategy.” To do the latter, Balta

21 |BM’s Corporate Policy 139 on Environmental Affairs, the company’s corporate policy on environmental
protection set in 1990, begins with the words: “IBM is committed to environmental affairs leadership in all of its
business activities.” This sentence continues to be the opening of the two follow-on policy updates — policy 139A
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recalled the group asked itself, “what do we aspire to be?” and “what stands the test of time?” IBM’s
policy of commitment to environmental leadership emerged from these conversations, and with it,
explained Balta, “an obligation to have a demonstrable record of performance.” Six major challenges
were identified:

e “Consumerism.” IBM recognized that consumers were increasing their focus on the
environmental, energy, and safety attributes of products. It identified “a growing awareness of
environmentally friendly products and a growing trend for companies to develop them” (IBM
CEA 1990, 32). Consequently, it underscored the importance of designing its own products with
this growing consumer interest in mind, and of communicating their products’ environmental
attributes in manner that was credible, transparent and easy-to-understand.

e “Credibility.” This was about earning people’s trust, given that industry is generally cast “in the
role of wrongdoer and as the major contributor to environmental problems.” IBM felt there was
“a lack of sufficient trust between environmental organizations, business and regulators.” The
company knew “it will no longer suffice for IBM to simply say that it has existing policies and
practices, that those policies meet the law, that IBM is in compliance and that IBM, therefore,
performs well. IBM will instead be challenged to prove these things” (IBM CEA 1990, 33).

e “Communications.” Events such as the Union Carbide’s chemical accident in Bhopal, India, and
Exxon Mobil’s oil spill in Prince William Sound, Alaska, had a significant negative impact on the
public’s perception of companies. As a result, there was an increase in public and regulatory
demand for corporate disclosure. The challenge identified was for IBM to communicate its
environmental policy, programs, objectives, and stewardship activities’ results, in addition to its
environmental impact, in a way that anticipated and satisfied such demand (IBM CEA 1990, 34).

¢ “Issue Coordination.” The complexity of the world’s environmental issues and the increasing
demand that business become involved with each presented yet another challenge since not all
of the issues related to IBM’s activities. The company believed it faced an important challenge
“to have a coordinated, worldwide posture on the issues — from actions and communications to
support and contributions” (IBM CEA 1990, 34-35)

¢ “Public Policy and Regulation.” Environmental policy and regulations are constantly evolving
and changing. CEA’s challenge was to continuously provide intelligence on these requirements
and changes across IBM, to make sure that none come as a surprise and that all are well
understood across the board. In addition, as a global company, IBM faces the challenge of
dealing with levels of regulation that varied according to geography. It also sought to speak with
one voice on policy matters internationally (IBM CEA 1990, 35-36).

e “The Need to Build Upon a Record of Success.” By 1990, IBM already had a series of
environmental accomplishments under its belt, which the firm believed “placed [IBM] ahead of
industry.” CEA staff felt they had already picked a significant amount of the low-hanging fruit —
such as easy-to-implement real estate operations changes to reduce energy consumption. The
challenge identified was being able to continue to build on that record of success to
demonstrate environmental leadership. As an internal document explained, “given increasing
attention and worldwide concern over environmental affairs issues, it is clear that companies
today must not rest on their past success. People concerned with environmental affairs issues
will not accept past achievements as an indicator of present or future performance. Companies
must make demonstrated progress today and tomorrow, regardless of whether they have
already come 99 percent of the way toward tackling environmental affairs problems... Without a

(set in 1995) and policy 139B (1997), IBM’s current environmental corporate policy. A complete copy of Corporate
Policy 1398 can be found in the Appendix.
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continued record of success, IBM will not be able to speak with the same credibility it has had in
the past on its programs and public policy positions” (IBM CEA 1990, 36-37).

3.3.2 Corporate Environmental Affairs Today

Since 1990, IBM’s environmental strategy has been reviewed approximately every 5 years. The company
has relied on CEA’s situational analysis to address internal business changes, IBM’s present
environmental impact, the global environmental talk of the day, and even the environmental
performance of competitors and other businesses. According to Balta, today’s challenges are not very
different from those identified at the beginning of the 1990s, though changes in the business have
inevitably had an impact and introduced new challenges, including:

¢ “Improve supply chain environmental performance.” In addition to being concerned with the
quality of the products obtained from suppliers, IBM must now also pay attention to how such
products are manufactured. In other words, IBM must pay attention to suppliers’ environmental
performance, and ensure it is up to IBM'’s standards.

e “Ensure IBM’s environmental management system (EMS) remains appropriate, adequate and
effective for current IBM business.” IBM’s business model continues to change — and keeping
up with that change is another challenge faced by CEA.

e ‘“Help IBM colleagues develop innovative solutions for IBM'’s clients.”

For Balta and Dionne, however, what is most important is what is done as a consequence of the chosen
strategy for IBM — which for them means executing the Environmental Management System (EMS) and
making sure it remains appropriate, adequate and effective for the firm’s current business (the EMS is
described in section 3.3.3). After all, Balta explained, “the common thread [behind IBM’s environmental
work] is the EMS, [which CEA has integrated] into the fabric of the business, making [its execution] a
routine job.”

As it stands today, CEA is a staff function of approximately 35 people located across the globe
complemented by 400 full-time equivalent employees across the rest of the firm that execute
compliance activities, required programs, goals and objectives. These include, for example, product
design activities, the management of permits and waste discharge, and regulatory reporting, amongst
other key environmental functions. CEA’s responsibilities are twofold. First and foremost, it focuses on
setting IBM'’s strategy for environmental affairs, overseeing internal execution and driving operational
results. In addition, it communicates IBM’s efforts and their results to the public.?? Second, CEA uses its
expertise and results to provide support and advice to IBM’s client-facing teams that are working with
companies on improving their environmental performance.

How can such a small group effectively keep track of all environmental issues in a company that has
close to 400,000 employees? The answer, according to CEA staff, goes back to Watson’s Corporate
Policy on Environmental Responsibility, which placed the responsibility with IBM’s line management
rather than with its staff. While CEA staff provides advice and counsel regarding what environmental
issues matter and why, it is employees within the business organizations, anchored in the company’s
global environmental management system, who ensure that all applicable environmental requirements
are met.

22 1BM has published an environmental report every year since 1990.
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CEA is funded solely as a corporate staff function. IBM’s other organizations — such as Real Estate Site
Operations (RESO) or the Systems & Technology Group (STG) — are accountable for their own
environmental impact and are therefore responsible for procuring the capital and expense requirements
to meet the companies’ environmental policies. Environmental projects are given the same rigorous
review for budget allocations than any other project is given. Greg Peterson, Global Energy Manager
within RESO, explained, for example, that “energy conservation is competing with everything else IBM
spends money on, including research and other projects.” The case must always be made that any
initiative will be good for business in addition to being good for the environment.

3.3.3 Greening the Company?

Clearly, IBM has a rich history of environmental commitment, and it strives to identify its environmental
attributes rather than to merely say it is green. Referring to IBM’s careful approach, Edan Dionne, CEA
Director, said, “/Green’ is so over used yet undefined — it is a word that resonates with people in a
general sense; however, it does not provide any specific meaning when used to describe programs or
products.” This approach goes hand in hand with IBM’s goal of maintaining a continuous, stable, and
demonstrable commitment to environmental responsibility.

CEA is focused on having a long-term understanding of what IBM does and how what it does intersects
with the environment. What this means is that the company must look at environmental issues in a
“holistic” and process-based way, rather than only focus on particular environmental concerns — such as
reducing carbon emissions, for example. In Balta’s words, the goal is “not to get too high when everyone
is talking environment, but to not get discouraged either or less aggressive when [the environment] is
not as fashionable... [The commitment needs to be for the] long-term, not a fad..We want this
integrated into our core business and be steady as a rock.”

IBM has embraced the definition of sustainability found in the Brundtland Report, which places
emphasis on preserving resources for the future, and on the importance of having viable businesses and
economies. It agrees with the report’s statement that “the concept of sustainable development does
imply limits — not absolute limits but limitations imposed by the present state of technology and social
organization on environmental resources and by the ability of the biosphere to absorb the effects of
human activities” (WCED 1987, 25). Nevertheless, CEA is concerned that society’s recent (mid 2000s)
“green” rhetoric is vague and a little too self-promotional. While Balta recognizes that “the [green]
frenzy is good,” his concern lies on the “need to keep our eyes on where the benefit is.” He believes that
“green conversations need to shift towards specific, long term, sustainable practices that deliver
measurable value to both business and the environment, and away from shorter term initiatives that
look good on the surface, but offer less opportunity for substantive impact and may have less staying
power.” In brief, the goal is to implement policies that make both business and environmental sense.

The sustainable environmental management policies or practices that Balta referred to are essential to
IBM’s environmental work because they provide a process-based framework — the Environmental
Management System (EMS). For him, “it is easy to do environmental work when it is on the news, but
different skills are needed to sustain this [type of work] when you have to reduce headcount and
budgets are contracting.” This is possible thanks to IBM’s EMS, which Dionne described as “a map to
objectively rather than subjectively make decisions.” “Unless you have a blueprint of what you have and
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what you can do,” she explained, “you don’t know how to optimize your resources to make the most
difference regarding the company’s intersections with the environment.”

For Dionne, part of the challenge consists in “applying good judgement as you provide direction [to the
company and its employees] without stifling passion and innovation.” For this, she said, “it needs to be
as clear as possible where we're heading.” Anytime someone approaches CEA with a concern or
suggestion regarding an environmental matter, Dionne and her colleagues make every effort to “take
the emotion away from the discussion and talk about the facts.” The goal, she explained, is “to make
fact-based decisions that make sense for the environment, business, and the company’s shareholders.”

Business sense does not mean, however, that every single project must have a financial payback. As
Patrick Aurrichio, Program Director of the EMS, explained, the objective is, in addition to protecting the
environment, “not just to protect [the site], but to protect the corporation... if [a project] is potentially
painful financially for a site, but good for the corporation [and its environmental goals], then it has to
get done.” In the words of former CEO John Akers,

“Even in the midst of far-reaching changes to its business, the IBM company
kept its worldwide environmental programs front and centre. We have
sustained our efforts, and indeed, added important new initiatives. Continuing a
long tradition, the IBM environmental record gives cause for pride — but not
complacency. Too much is at stake not to keep our sights fixed firmly on future
challenges, rather than on progress we’ve made in our past.

High technology multinational companies like ours can do much to improve
the quality of life on this planet. In our own operations, we can set an example
by complying fully with laws and regulations and taking actions even before
they are mandated. We can also encourage the efforts of others by making our
technology available for them to tackle problems that might otherwise remain
unsolved.” (IBM CEA 1992)

IBM’s spending on environmental efforts has remained remarkably stable since 1992 (see Figure 8), and
since 1997 IBM’s environmental expenses® have on average yielded savings® of more than double the
expense (see Table 4) — an estimate that CEA considers to be conservative since it doesn’t include
intangibles, such as the value of IBM’s brand.

2 Environmental expenses include: Personnel, consultant fees, laboratory fees, permit fees, waste treatment &
disposal, water and wastewater management, air emission control operations, groundwater protection operations,
other environmental systems operations, waste & materials recycling, superfund & former IBM site (i.e.
environmental) remediation, and other miscellaneous expenses.

* Environmental savings include savings and cost avoidance related to: Site pollution prevention and operations,
on-site recycling, corporate operations, packaging, recycled materials usage and savings, energy conservation &
cost avoidance, superfund & site remediation efficiencies, insurance savings, spill remediation cost avoidance, and
compliance cost avoidance.
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all IBM facilities and business functions, including those that are located in places with weaker
environmental laws and regulations. Lyon explained that, “history has helped us [IBM] understand the
business benefits of not degrading the environment; we are not going to wait for someone to pass a law
on this. It's a philosophy based on logic — it is better to avoid damaging the environment than to try to
restore it after.”

For example, IBM’s Environmental Practice 4 {EP4) requires the installation of secondary containment
for all liquid storage and handling systems located at facilities owned, operated and/or managed by
IBM.?® While there are no specific regulations governing secondary containment of liquids in India, IBM’s
EP4 is written so that “in case of conflict [between IBM standards and practices and government
regulations] the more stringent requirements shall apply” (IBM CEA 1979, 1). Therefore, any IBM
facilities located in India must meet the secondary containment requirements set in EP4.

In 2004, IBM acquired Daksh, a business process and transformation outsourcing service provider, as a
wholly owned subsidiary. Like any other IBM facility in India, Daksh is equipped with 100% backup
power in the form of diesel generators. This precaution has been taken against any power failures of
main government grids. During IBM’s environmental due diligence process, 3 Daksh locations were
identified by 1BM RESO India to be non-compliant with EP4 requirements. Therefore, following the
acquisition, a program was outlined and initiated to ensure these sites meet all of IBM’s environmental
requirements, including the installation of secondary containment.

The EMS also emphasizes the importance of relying on a systematic process, as opposed to having an
approach that is people-dependent. This implies that “the company’s environmental program wellbeing
is not tied to a person being around [and] will thus outlast each generation of leaders and employees,”
suggested Dionne. Diana Lyon adds that during an economic downturn like the one we are presently
experiencing, “even if we at IBM have to take a headcount cut, the system, the goals, the objectives
remain.”

IBM’s EMS dates back to the 1970s and has been continuously improved since then. Today, it is aligned
with 1SO 14001, which provides the internationally-accepted standard requirements for any
environmental management system.”’” ISO 14001 is recognized as a management tool that helps any
organization to “identify and control the environmental impact of its activities, products or services; and
to improve its environmental performance continually; and to implement a systematic approach to
setting environmental objectives and targets, to achieving these and to demonstrating that they have
been achieved” (ISO 2008). Another way of stating this is that IBM’s EMS helps the company identify
what is environmentally relevant — from what goals to set and the metrics that matter, to who will be
responsible for executing such goals, and for managing and monitoring IBM’s environmental impact.
Patrick Aurrichio, the EMS Program Manager, actively participated in the development of the standard
and IBM was the first company in the world to attain 1SO 14001 certification at a global level —
something that was achieved within a year of the standard’s publication. According to Aurrichio, the ISO

% This covers all liquids except: Steam and high temperature water, de-mineralized/de-ionized water, air
conditioning (cooling coil) condensate, chiller condenser water, cooling tower blow-down, sanitary sewage, storm
water, treated groundwater and industrial wastewater, fire suppression system water, drinking and potable water,
other liquids similar in nature or hazard as those listed above and approved by CEA.

 The International Organization for Standardization (ISO) is a non-governmental organization (NGO) that helps
the public and private sectors across 157 countries reach consensus on what international standards should exist
to meet the needs of both business and society (ISO 2008).
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achieve a particular goal.” Peterson feels that while there is little tension regarding the topic of the
discussion (i.e. whether there should be an energy conservation goal) since “nobody forces things, and
CEA is very good at asking questions”, there is some tension regarding where the money will come from.
As explained earlier, any environmental initiative — including energy conservation — is competing with
any other project carried out by IBM. This conversation for setting goals is very important — as Peterson
explains, he “need[s] to understand very well [what the goal] is because it is [him] who will achieve it.”
Currently, RESO, STG, and ITD have been responsible for IBM’s goal to:

“Achieve annual energy conservation savings equal to 3.5% of IBM’s total

energy use. This goal applies to spaces owned, operated or leased by IBM in
support of IBM'’s operations.” (IBM CEA 2007)

Another example is how IBM determined its goal for paper procurement. The initial suggestion had been
to require the use of recycled paper across IBM. However, the responsible organization, 1SC
Procurement, expressed concern about those facilities located in places where purchasing recycled
paper was not an option. After some consideration, CEA and ISC Procurement decided the goal would be
to use paper originating from sustainable sourcing. In addition to addressing the underlying issue, CEA
felt the impact of a sustainable sourcing goal would be far greater. The goal is:

“For paper and paper/wood-based packaging directly acquired by IBM, procure
them from suppliers who source from sustainably managed forests where such
sources exist.” (IBM CEA 2007)

There are cases in which the “right thing to do” is evident, as when in 1987, in response to the discovery
of the ozone hole, IBM chose to voluntarily eliminate the use of Class 1 ozone-depleting substances by
the end of 1993. That the company knows what the right thing to do is does not mean it knows how to
do it. In the case of CFCs, for example, nobody knew how to completely eradicate their use. IBM
invested $100 million during that period to find solutions that would eliminate the use of CFCs —
everyone, from the company’s President to engineers in research and manufacturing facilities,
understood the gravity of the issue — “the science was indisputable,” said Dionne.

There are other situations, however, in which the approach is less obvious. At times, the company has
little control over the solution. In the case of global warming, for example, CO2 cannot be eliminated in
the same way CFCs were. “The issue is about our whole infrastructure,” said Lyon. While IBM can pursue
energy conservation and emissions reductions, the company has little control over the system as a
whole. In addition, there are other times when situations call for harder balancing acts to “make good
scientific decisions,” explained Dionne. Such is the case with the use of brominated fire retardants.?®

IBM prohibited polybrominated biphenyls (PBBs) and polybrominated diphenyl ethers (PBDEs) from use
in packaging in 1990, and then extended the prohibition to its products in 1993, 14 years ahead of the
first law in the area. Beginning in 2006, IBM prohibited the use of nonreacted tetrabromobisphenol-A
(TBBP-A) from use in IT systems enclosures for newly released products. However, IBM is permitting the
use of reacted TBBP-A in its products. This is because when TBBP-A is reacted it is a very different
substance from the non-reacted substance and does not possess the same properties.”’

% There are some health concerns related to these compounds, including their potential to be carcinogenous.
» TBBP-A is the most commonly used flame retardant in printed wiring boards (PWBs), where it is reacted into the
polymer backbone of epoxy resins used in the manufacturing of PWBs. There are no current regulatory restrictions
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Nevertheless, IBM is collaborating with industry consortia to identify and qualify non-brominated flame
retardants for use in printed wiring boards (PWBs). The pivotal issue in this endeavor is not whether
halogen-free flame retardants exist and are available on the market today, but whether such halogen-
free flame retardants can suitably replace TBBP-A in PWB8s, especially in PWBs used in high-end
electronic products such as servers and mainframes. Such non-halogenated flame retardants must
absolutely satisfy three essential criteria when incorporated into PWBs: 1) they must provide effective
flame retardancy under normal PWB use and product failure conditions; 2) they must maintain the
electrical and mechanical properties of TBBPA-based PWBs; and 3) they must be preferable from an
environmental and human health standpoint.

At this point, it is not known if proposed non-halogen replacement materials will provide the functional
properties required for use in PWBs in high-end electronic products. In addition, there are scant
environmental, health and safety data available for the proposed non-halogen replacement materials.
Specifically, there are no available data that demonstrate these replacement materials are
environmentally preferable to the current use of TBBP-A. The company therefore has chosen not to ban
all brominated flame retardants, though it continues to actively participate in industry and government
efforts to identify alternatives for halogenated flame retardants in PWBs that meet the above required
criteria. Should practical, reliable and more environmentally sound alternatives to this use of TBBP-A be
identified, IBM will move to those preferred materials.

IBM'’s environmental goals continuously evolve — they need to adapt to the changes in the business, and
to keep pushing the company’s environmental efforts beyond what has already been achieved. For
example, IBM’s current recycling goal for non-hazardous waste (NHW) is an 8™ generation goal (see
Figure 11). In 1988, IBM set out to achieve 50% recycling of all wood, metal, paper glass and plastic from
manufacturing and research operations by 1992 (region A in Figure 11). The company achieved this
target earlier than planned, and in 1992 it added non-hazardous chemicals, end-of-life IT and
manufacturing equipment, and industrial trash to the recycling goal (region B). In 1994 CEA expanded
the goal to include administrative sites (region C). By 1996 CEA began targeting sites according to their
individual performance. Those sites that had already achieved the 50% recycling goal were expected to
achieve a 67% recycling rate (region D), while those that hadn’t yet reached 50% had to continue striving
for that target (region C). In 1999 CEA divided NHW into two categories: solid waste and industrial
waste, with specific recycling goals of 67% (region F) and 35% (region E) respectively. The latter had
changed to 67% for all types of non-hazardous waste by 2004. In 2007, IBM raised the target to a 75%
recycling rate applicable to all manufacturing, research and administrative sites (region G). Starting in
2008, the goal also became applicable to leased locations as identified by IBM.

on the use of TBBP-A in IT products and no human health hazard or concerns have been identified in the EU risk
assessment of TBBP-A.
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Dionne explained that when there are requirements to meet certain standards, whether these are
internal or regulatory in nature, “there are no questions asked” across IBM. Wayne Balta believes that
this behaviour “is part of the IBM culture of compliance,” and he recognizes that CEA is fortunate to be
able to take this attitude for granted. Diana Lyon takes the commitment towards IBM’s environmental
goals and standards across the firm a step further. She explains that “most IBMers like to have a
challenge,” that there is a reason why they work for an innovation company, and that therefore, they
embrace IBM’s commitment to environmental leadership regardless of the difficulties inherent to the
goals set by CEA.

It is apparent that IBMers are personally very much committed to improving the company’s
environmental performance. Sharon Nunes, VP of Big Green Innovations in the Systems & Technology
Group (STG), said that there is “no lack of ideas” and that “we have people knocking on our door to see
how they can get involved.” She was referring to IBM’s “green community” — a group of approximately
1000 volunteers within IBM who communicate on a continuous basis regarding projects they may get
involved in, and who have become an essential resource to many of IBM’s efforts. Greg Peterson,
Manager of IBM'’s Global Energy Program, described this green team as “an extra pair of eyes and ears in
our facilities” — a group of people that can identify if there is a gap in IBM’s environmental programs, or
that can help achieve the company’s goals by, for example, making sure the lights are out every night.

“Many IBM's employees have a strong personal interest in environmental protection even though their
day-to-day job responsibilities in I1BM do not involve environmental management,” explained Dionne.
According to her, “the key is to balance this passion by applying some discipline to it.” IBM has a number
of avenues through which employees are made aware of IBM's long history of environmental
commitment and results — something all employees can be and are very proud of. The company also
educates its employees about IBM's global environmental management system which defines our
programs, and drives actions that are consistent with the company's policy and positions. “Having
equipped employees with this information,” she said, “we are able to harness their enthusiasm and
channel it toward helping |BM achieve its environmental goals and objectives such as materials and
energy conservation and waste recycling.”

3.3.5 The EMS in Action

One of the key characteristics of IBM’s EMS is that it is fully integrated across the corporation. As has
been discussed earlier, each IBM function is responsible for their chain of activities and impact. While
they enjoy certain freedom — such as determining whether their goals will go above and beyond the
goals and standards set by CEA — other aspects of the EMS, such as its practices and instructions, restrict
that liberty with more detailed directions on how to execute the company’s environmental policy.

The EMS has been embedded as much as possible into other units’ responsibilities — from placing all
training responsibility on IBM'’s functions, to the point where those not directly involved with CEA may
not be aware of certain activities already taking place. For example, the Integrated Supply Chain Green
Team, a group of part time volunteers within IBM that help with corporate citizenship activities, gave
CEA a set of recommendations to improve supply chain environmental performance, only to find, to
their surprise, that many were already in place. Dionne explained that “the environment has been so
engrained into IBM that we don’t talk about it — people focus on their work, which is great.”

57



One of the best ways to gain insight into the EMS — what it is, how it works, and how it has become
integrated across IBM — is through examples. Here we focus on three: real estate site operations,
product development and manufacturing, and global procurement.

3.3.5.1 Real Estate Site Operations

The IBM Real Estate Site Operations (RESO) organization has “responsibility for the company’s owned
and leased real estate portfolio and for providing a safe, efficient and effective workplace” (IBM
Archives 2008). In addition to basic compliance to environmental health and safety regulations, this also
entails responsibility for energy conservation, emissions reduction, data centre energy efficiency, and
nonhazardous waste recycling. RESO has environmental management representatives covering each
IBM site who are responsible for the local implementation of the EMS and for the minimization of the
company'’s environmental impact, whether the site is devoted to research, manufacturing, or services.
They collaborate with other organizations present at the site, and report their performance to CEA

through the Environmental Performance Database (EPD), a part of the EMS, on a regularly scheduled
basis.

3.3.5.2  Product Development and Manufacturing

IBM’s efforts to detail the environmental attributes of its products can be traced back to the early
1970s, when IBM established requirements for completion of environmental assessments of all new
products. In 1991, the firm established the Engineering Centre of Environmentally Conscious Products
(ECECP) in Research Triangle Park, NC, to provide greater focus to its Design for Environment (DFE)
efforts. The first task of the ECECP was to define what an environmentally conscious product was — to
IBM, this meant a product designed to reduce its environmental impact as much as was practical.
Included in this consideration was whether better and/or more recyclable materials could be used for
products, and how best to eliminate hazardous materials. As a result, IBM began working with suppliers
to create sources of recycled materials.

The ECECP provided early guidance to IBM’s design community regarding design features and attributes
to increase the recyclability of IBM’s products. In 1992, the ECECP established standards for coding of
plastic parts to facilitate sorting and recycling. In 1994, they published standards for design of plastic
parts to facilitate recycling. In 1997, IBM published its first general environmental standard documenting
and/or establishing baseline requirements for design of IBM products, including an extensive list of
potentially hazardous materials that were prohibited or restricted in IBM’s products.

As soon as the product DFE standards were established, they were integrated into the IPD — the
integrated product design process, which is IBM’s product development process — so that a product is
evaluated with respect to its environmental objectives throughout the design process. Tim Mann
believes this is one of the reasons IBM’s product stewardship program has been successful, since it
integrated DFE procedures and processes into the firm’s habitual way of doing business. The Product
Environmental Profile (PEP) process begins in the early stages of product design, and is completed prior
to the first shipment of products. As part of this process, environmental experts review each product to
ensure that it not only meets all legal and regulatory requirements, but that it also complies with IBM’s
more stringent internal design requirements. The metrics monitored within the PEP include:
environmental characteristics of products (e.g., materials content, energy efficiency, reportable
materials), evaluation of IBM products’ compliance with applicable environmental, materials and
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get rid of this internal environmental rating system for products. “Scores can be good,” she said, “but
they need to be meaningful — you need to make sure you are comparing apples to apples.”

She questioned, for example, that one could have compared the efforts of different IBM organizations
to eliminate CFCs. The objective for IBM is to ensure people move at the right pace, and she believes
this can be achieved by having a specific goal with a deadline, and by making organizations responsible
for reporting their progress towards this goal on an annual basis. As Mann explained, “IBM works off
standards, and if you want something done you write a standard.” This is the language developers
understand, and what IBM chose as tool to improve the environmental standing of its products. The
product DFE standards identify IBM’s high level environmental product objectives, which become the
basis for the firm’s environmental goals and targets. The PEP contains the significant environmental
aspects of products considered by IBM — it is a compilation of attributes, a tool for education rather than
one used to drive innovation. Corporate Policy is what drives innovation at IBM.

3.3.5.3 Global Procurement

Global Procurement’s mission is to “deliver competitive advantage in the form of cost, quality, delivery
and technology, to [its] clients and [shareholders]” (Ferreti 2008). This involves, among other key tasks,
being accountable for IBM’s environmental and social impact across its supply chain: something that
involves both compliance and voluntary activities at an international level. “These will be the next
barriers to entry for companies that want to be in business,” expressed Lou Ferretti, Director of Global
Procurement’s Centre of Excellence (CoE) & Supply Chain Social Responsibility (SCRS).

Global Procurement focuses on developing long-term, mutually beneficial relationships with suppliers.
This approach underlies all discussions and sets the stage for IBM to be able to make requests to
suppliers, who are only willing to make environmental and social responsibility investments because
they know IBM will continue to be in a relationship with them, explained John Gabriel, Technical Lead
for Global Procurement’s SCSR and Environmental Initiatives (SCEI), and Chair of the Electronics Industry
Citizenship Coalition (EICC).*° To achieve this, IBM helps suppliers think about their own growth by
sharing its strategy with them so that both businesses can align to become as effective and efficient as
possible.

The Centre of Excellence for Environmental Compliance (CoE) has worldwide responsibility for meeting
environmental compliance regulations affecting the Global Procurement organization. This includes,
among others, understanding new and future environmental regulation, designing compliance strategies
and processes, educating both IBM Global Procurement employees and its suppliers about the
requirements, and evaluating suppliers’ environmental performance. IBM has long had worldwide
environmental requirements for suppliers providing hazardous waste management services (1972) to
the company, production-related suppliers (1980), and product recycling and disposal (product end-of-
life management, PELM) suppliers (1991). To assess whether suppliers have a strong focus on
environmental management and the capability to meet IBM’s environmental requirements, EMS’
Corporate Instruction EA 109 establishes requirements that “prevent the transfer of responsibility for
environmentally sensitive operations to any company lacking the commitment or capability to manage

* The Electronics Industry Citizenship Coalition (EICC) is “a group of companies working together to create a
comprehensive set of tools and methods that support credible implementation of the Code of Conduct throughout
the Electronics and Information and Communications Technology (ICT) supply chain.” For more information visit
http://www.eicc.info/
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them properly, reduce environmental risk, [and] protect IBM’s brand” (Dionne 2008). Implementing
these requirements entails collaboration between the Global Procurement organisation and CEA. CEA is
responsible for evaluating and approving suppliers providing hazardous waste management and PELM
services for the company globally. Procurement ensures that IBM only contracts with CEA approved
suppliers for these services.

In addition, the CoE is responsible for conveying the firm’s environmental specifications for products,
which cover both legal and internal requirements, to suppliers, and ensuring suppliers comply with
these. It therefore supports STG product development to ensure hardware products, parts, and
components acquired from suppliers meet IBM’s materials prohibition and restriction requirements
without sacrificing their functionality, quality and safety. At the same time, Global Procurement
representatives participate in different industry consortia, such as IPC (Association Connecting
Electronics Industries) and JEDEC, which help establish standards for environmental compliance, and
provide a forum to discuss alternative technologies with other companies in the electronics and solid
state industries.

On the other hand, Global Procurement’s SCSR and SCEI groups are responsible for the implementation
of supplier conduct principles and voluntary environmental initiatives, and work very closely with the
EICC, which “is a group of companies working together to create a comprehensive set of tools and
methods that support credible implementation of the Code of Conduct throughout the Electronics and
Information and Communications Technology (ICT) supply chain” (EICC 2008). In the electronics sector,
Gabriel explained, CSR had its “coming of age” in 2004, with the publication of the report “Clean Up
Your Computer” by the Catholic Agency for Overseas Development (CAFOD).*! The report brought to
light labour issues across the industry, highlighting worries related to safety, overtime, and wages. While
the focus was originally solely on labour concerns, pressure quickly branched into environmental and
other issues.

Gabriel explained that the EICC started as a way for companies in the industry to address social
responsibility issues as a team - after all, their value chain is, in a way, held in common. Tier 1
manufacturers cried out for standard codes of conduct after receiving a different code from each brand
company trying to respond to the CAFOD report. By coordinating with each other and standardizing
their requirements, companies could optimize their investments by ensuring such issues could be
addressed more effectively. Being part of EICC is a significant help for Gabriel and his 3-person team,
since it helps them address social responsibility and voluntary environmental issues “as part of a larger
team.”

IBM’s and EICC’s work in corporate citizenship has evolved simultaneously, and thus IBM’s requirements
have been coordinated to those of the EICC (IBM’s Supplier Conduct Standards can be found in the
Appendix). The EICC has set standards on labour, health and safety, environment, management systems,
and ethics (see Table 8). IBM has raised awareness on these supply chain issues across sourcing teams
and executives by conducting audits of its suppliers (500 between 2004 and 2008, results are shown the
Appendix), engaging major growth markets, and introducing SCSR into pre-sourcing activities that
evaluate potential future suppliers, regardless of the country of operations. Gabriel believes that audits
help educate buyers about the corporate citizenship commitment of IBM. Also, he believes that social

31 CAFOD is “the official overseas development and relief agency of the Catholic Church in England and Wales.” Its
mission is “to promote human development and social justice in witness to Christian faith and Gospel values.” For
more information visit http://www.cafod.org.uk/vision.
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Year Organization Recognized Achievement
2007 Systems & Developing innovative technologies and products to reduce
Technology Group  energy use for clients and IBM.

2006 Research and Respectively, for developing innovative solutions to improve
Global Real Estate product energy efficiency and to optimize clients’ operations and
Site Operations processes to improve their energy efficiency; and for achieving
excellent results in energy conservation and cost reduction,
facilitating IBM’s procurement of renewable energy, and using its
experience to provide client energy management solutions.

2005 Global Asset Extending the useful life of products and parts, increasing product
Recovery Services recycling, and providing an environmentally responsible solution
for end-of-life products. Establishing a comprehensive audit and
assessment process to ensure IBM uses environmentally
responsible product recycling and disposal suppliers.

2004 IBM Europe / Effective health and safety programs for both housed and mobile

Middle East / Africa  employees. Strong waste recycling and product end-of-life
management programs that have consistently exceeded IBM’s
goals. Energy conservation efforts that include the largest
procurement of cost-competitive renewable energy in IBM.
Extensive use of conferences and presentations to share IBM's
environmental accomplishments, expertise and solutions.
Fostering the standardization of product content reporting on
product stewardship issues internationally.

2003 IBM Software Strong, proactive approach to workplace safety and employee
Group — Canada well-being, achieving zero workplace injuries or illnesses.

Employees are active in site and community environmental and
health programs, including commutation reduction programs and
certification of the Toronto lab as a wildlife habitat. Toronto lab
was designed to be more energy efficient than the government's
model national building standard. Increased its waste recycling
rate from 55 percent in 2000 to 80 percent in mid-2003.
Comprehensive focus on the reduction of product packaging.

Table 10: Recipients of IBM Chairman's Environmental Award
Source: IBM Environment News Website®

3 http://www.ibm.com/ibm/environment/news/chairmanaward2007.shtml, with the year changing accordingly.
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3.4 Profiting by Doing Good for the Environment:

“Green” Businesses for a “Smarter Planet”

“Our world is becoming smarter... [it] is becoming instrumented, interconnected, [and]
all things are becoming intelligent... Computational power is being put into things we
wouldn’t recognize as computers. Indeed, almost anything — any person, any object, any
process or any service, for any organization, large or small — can become digitally aware
and networked.

With so much technology and networking abundantly available at such low cost,
what wouldn’t you enhance? What service wouldn’t you provide a customer, citizen,
student or patient? What wouldn’t you connect? What information wouldn’t you mine
for insight? The answer is, you or your competitor, will do all of that. You will do it
because you can — the technology is available and affordable.

But there is another reason we will make our companies, institutions and industries
smarter. Because we must. Not just at moments of widespread shock, but integrated
into our day-to-day operations. These mundane processes of business, government and
life — which are ultimately the source of those ‘surprising’ crises — are not smart enough
to be sustainable.”

Sam Palmisano, IBM Chairman & CEO, 2008

“We’re not in this [only] for its direct social benefit, we’re in this to help our clients
respond to [environmental and energy concerns] and innovate in response to
government actions... We focus on innovation that matters.”

Martin Fleming, VP Corporate Strategy, IBM, 2008

“We can be effective because we have the credibility of having done the environment
work ourselves.”
Edan Dionne, CEA Director, IBM, 2008

The focus of IBM’s client-facing activities is to help clients address environmental issues as effectively
and efficiently as possible. To do this, CEA supports the rest of IBM in developing innovative solutions
for customers. CEA’s task is to share IBM’s internal experience and know-how, to provide environmental
training to those interacting with potential clients, and to participate in strategic discussions as IBM's
environmental experts.

Information technology (IT)'s potential to address environmental issues has only recently begun to be
recognized. According to Martin Fleming, VP of Corporate Strategy at IBM, for example, IBM’s
opportunities in this space have grown dramatically as governments have begun to take action to
respond to the threat of climate change. As IBM'’s clients seek to innovate to respond to higher prices
resulting from increasing regulation and energy prices, IBM’s green businesses can give the company an
opportunity to grow.

3% Remarks (as prepared) by Sam Palmisano to the Council on Foreign Relations on November 6, 2008 (Palmisano
2008)
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Within IBM, business opportunities in the environmental arena have been largely nourished by the
Emerging Business Opportunity (EBO) group, a corporate strategy team that identifies, funds, and
develops new businesses within IBM (Garvin and Levesque 2005, 1). To identify green business
opportunities, Fleming and his team considered what the major energy consumers are and how IBM’s
capabilities could be best used to reduce their demand. They identified transportation, buildings, and
industrial processes as major energy consumers. By surveying undergoing activities within IBM, the EBO
group identified 280+ projects that could be grouped into four distinct “green” initiatives, three of which
directly addressed energy efficiency in transportation and buildings:

1. Energy Efficient or Green Data Centres (GDC), to reduce energy consumption in data
centres.

2. Intelligent Utility Network (IUN), to improve grid network planning and electricity
management, and to provide a platform for managing renewable sources of energy.

3. Intelligent Transportation Systems (ITS), to reduce congestion and transportation emissions
in cities, and to encourage greater use of public transportation.

4. Strategic Water Information Management (SWIM), to improve water management and
foster better conservation practices.

Each of these initiatives was considered to be large and immediate enough for IBM to be able to have an
impact. A statistic commonly-cited across IBM is that 2% of the world’s total energy use originates from
IT energy use — hence the focus on energy efficient data centres.® The vision, however, is that the
company should work not only to minimize that 2%, but to ensure full use of its capabilities to address
the remaining 98% of energy consumption — hence IBM'’s interest in new businesses such as the IUN and
ITS. For Fleming, the key is that these cases are all network management issues, thus directly building on
IBM’s ability to manage an IT network and systems.

In each case IBM hopes to build an appropriate software infrastructure or Service Oriented Architecture
(SOA) that can serve as a platform for innovation. Therefore, these initiatives will capture value for the
company by using IBM’s middleware foundation to carry out their implementation and achieve the
desired results for customers. IBM drove the development of the Energy & Environment (E&E)
Framework (see Figure 19) to help its clients address energy, climate change, and other environmental
issues. Rich Lechner, VP, Energy and Environment (Business Opportunities), explained that the
framework “is a very holistic approach, based on our own experience in managing environmental issues,
managing Data Centres, and being leading members in partnerships such as the Chicago Climate
Exchange and the Green Grid.” Lechner explained that “green is becoming a parameter of business
effectiveness, with savings going into innovations and IT business opportunities, not only to the bottom
line.”

The “house” inside the E&E Framework represents all areas that need to be considered by clients on
these issues, while the circle encompassing it represents IBM’s expertise. The Framework covers all
areas IBM has offerings in, including its Global Business Services, Software Group, Global Technology

» Eurosif, the European Social Investment Forum, published an ICT Hardware Sector Report. In it, it states that,
“The ICT sector causes around 2% of global CO2 emissions — as much as air transport. This estimate includes the in-
use phase of PCs, servers, cooling, fixed and mobile phones, local area networks (LANs), office telecommunications
and printers... The USEPA found that data centers consumed about 61 billion kWh in 2006 (1.5% of total US
electricity consumption) for a total electricity cost of about $4.5 billion. Consumption is expected to double by
2011.” (Eurosif, WestLB 2008)
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Beyond the breadth of IBM’s capabilities in research, hardware, data centre management and services,

consulting services and industry solutions, Martin Fleming identifies 3 differentiators for IBM in this
area:

1. The ability to help clients address matters in a systemic fashion. The management of large
network infrastructure-related projects needs a long-term systemic view, something that IBM
can offer.

2. IBM’s software infrastructure and platform, which creates significant value for clients by
bringing together and coordinating diverse elements of operation.

3. IBM’s internal experience and expertise. This is a significant differentiator for IBM, since the list
of organizations that can bring a background comparable to IBM’s in environmental
management to the table is very short one.

Fleming believes that CEA has given IBM enormous credibility. IBM’s leadership and participation in
voluntary programs such as the Chicago Climate Exchange has certainly contributed to this, but perhaps
even more important is IBM’s own experience. Clients trying to solve an environmental problem ask
constantly “what does IBM do?” and ask to speak to individuals from CEA. IBM can often show that
what it is recommending to clients has already been done inside the company, thus providing a live
example as answer to the question, “can you really do that?”, which many customers ask. For example,
IBM has been able to emerge as a leader in addressing climate change. This is illustrated in greater detail

in the following section, a “mini case study” on IBM’s energy conservation and climate stewardship
efforts.

3.5 Case Study: Energy Conservation & Climate Change

In 1974, 1BM'’s Corporate Policy on Conservation was established by then CEQ F.T. Cary. The policy,
based on lessons from the oil crisis of 1974 - basically, that responding to a crisis is not enough —, gave
IBM the responsibility to follow an ongoing practice of conservation:

“It is the policy of IBM to conduct all activities in such a manner that
conservation of energy, raw materials and commodities remains a permanent
way of life for the Company... The 1973-74 oil crisis forcefully demonstrated that
with planning and imagination we were able to reduce our fuel and power
consumption significantly. This, in turn, led us to develop ways to make a more
efficient use of raw materials and commodities which were in short supply. It is
not enough, however, to react to a crisis situation. Conservation must be a
deliberate and continuing policy of management.” (Cary 1974)

Since then, there has been a focus on energy conservation within IBM — or, in the words of Jay Dietrich,

CEA’s Program Manager for Energy & Climate Stewardship, “a constant drumbeat [reminding everyone]
that this is something important for IBM.”

3.5.1 Goals

The company’s energy conservation and climate protection goals have evolved continuously,
incorporating changes deemed necessary to enhance IBM’s efforts and to stay attune with deepening
scientific findings and understanding. IBM has placed so much emphasis on energy conservation
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because, in addition to its commitment to environmental leadership, the company has identified its
largest potential impact on climate change is through emissions from utilities supplying IBM'’s electricity.

In 1992, IBM announced a 4% annual conservation goal and expressed its intention to use internal
audits to monitor progress (Grimm 1992). In 1996, the corporate goal changed “from a cost- to a
consumption-based goal with the objective of achieving energy conservation savings each year
equivalent to 4 percent of IBM’s annual electricity and fuel use” (IBM CEA 1996, 19). This change shifted
the focus from savings achieved in dollars to savings achieved in kWh and CO2 emission reductions.
Dietrich explained that this change made sense to IBM since energy use and GHG emissions go hand in
hand, and “the only way to deal with one issue is to deal with the other as well.” In 2001, IBM’s goal
grew to include “improving energy efficiency and giving credit to renewable energy use” (IBM CEA 2002,
31), thus including the contribution of any renewable energy purchases into IBM’s performance. In
2006, the goal was split to make sure that the use of renewable energy did not distort the perception of
progress in energy efficiency projects. Also in 2006 the target changed from 4% to 3.5% as leased
buildings began to be included in the computation. When calculating energy conservation results 1BM
does not include energy use reductions resulting from consolidations, downsizings, or cost avoidance
actions. Excluding these when calculating energy conservations results has been a practice since |1BM
began tracking this metric because those actions, while producing reductions in energy use and cost, are
not driven by the motive of conservation.

IBM also participates in various voluntary energy conservation and climate protection programs.
Dietrich believes this gives IBM the opportunity to further its leadership role by publicly committing
against its own conservation goal, preparing itself for future regulation, participating in policy
development, and opening itself to the scrutiny of external audits. In 1992, IBM became a charter
member of the USEPA’s Energy Star Computer Program, whose criteria it helped develop. In 1995, IBM
was one of three industrial companies to begin voluntary reporting its greenhouse gas (GHG) emissions
under the US Department of Energy (US DOE) Voluntary Greenhouse Gas Emissions Reporting program
in its inception year, and has continued to do so annually ever since — something that has only been
possible thanks to the company’s EMS. The following year, IBM took this commitment a step further by
signing a Memorandum of Understanding (MOU) with the EPA to voluntarily report and reduce
emissions of perfluorocompounds (PFCs), a class of chemicals that are stable in the atmosphere and
have global warming potential that is several thousand times that of CO2, if not more. In 2000, |BM
became a charter member of the World Wildlife Fund (WWF) Climate Savers program, committing to
achieve CO2 emissions reductions equivalent to 4% of IBM’s global CO2 emissions each year between
1998 and 2004. That same vyear, it joined the World Resources Institute’s (WRI) Green Power Market
Development Group, which seeks to build corporate markets for green power. In 2002, IBM became a
charter member of the EPA’s Climate Leaders Program, committing to average annual CO2 emissions
reductions equivalent to 4% of the emissions associated with IBM’s annual fuel and electricity use
between 2000 and 2005, and an absolute 10% reduction in PFC emissions from the company’s
semiconductor manufacturing processes by 2005 against the base year of 2000. In 2003, it became a
charter member of the Chicago Climate Exchange (CCX), the world’s first and North America’s only
active voluntary, legally binding integrated trading system to reduce emissions of all six baskets® of
GHGs. That same year, IBM began disclosing its GHG emissions under the Carbon Disclosure Project
(CDP) from the start of the program. in 2006, the company joined the EPA’s SmartWay™ Transportation
Partnership Program, which encourages shippers and carriers to improve energy efficiency and reduce
GHG and air pollutant emissions. In 2008, IBM joined the Climate Group, a coalition of governments and

% The six baskets of GHGs are carbon dioxide, methane, nitrous oxide, HFCs, PFCs, and SF.
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responsibility of RESO, STG, and ITD.* Second, IBM encourages its carriers and suppliers to do the same
through participation in programs such as the Carbon Disclosure Project (CDP) and SmartWay™. In
addition, IBM also has a suite of collaborative IT tools that enable the reduction of business travel (e.g.,
e-meeting, “sametime” web conferencing, messaging, voice suite, broadcast suite, etc). These IT
capabilities are widely used throughout the company and have enabled reduction in business travel. For
example, in 2006, the daily average of use of IBM’s “sametime” web conferencing capabilities was of
1042 meetings involving a daily average of approximately 4,687 participants. Nevertheless, the company
has so far shone away from specifically accounting for Scope 3 emissions since it is nearly impossible to
do so in a completely analytical way and the benefit of this investment is unclear.

3.5.2.1 Operations

Greg Peterson, Manager of IBM’s Global Energy Program, explained that RESO is responsible for
managing IBM’s energy demand and supply. The energy conservation programs he is in charge of
therefore seek to decrease the company’s demand and to increase the use of energy from renewable
sources. While execution of IBM’s energy management program is centralized within RESO today, it
wasn’t always so. When Peterson joined RESO in 1998, each site across the corporation was responsible
for meeting the energy conservation goal, and as he explained, “efforts were much decentralized.”
There was a reason behind this — until the late 1990s, IBM was largely a vertically integrated hardware
manufacturer with many large plant sites around the world. These sites were large energy users, and
each had a commensurate energy management team. As the company transformed away from a
vertically integrated hardware manufacturer and divested sites, it made sense to centralize energy
management under RESO.

Peterson therefore sought to centralize the execution immediately. As he explained, “to do something
so big, to manage energy end-to-end, matching supply and demand, the program needs to be
globalised, and you need to have a large group [that has sole accountability] working on this.” Bringing
execution under one organization required getting over some inertia given IBM’s business model,
organizational structure, and having hundreds of sites around the world — it was something that
involved taking power away from people. He first targeted IBM’s energy supply, taking over buying
decisions and bringing more energy industry experts into IBM. With greater control over IBM'’s energy
supply, he began to focus on the company’s demand, and moved the site and regional employees
working on energy management under his management. He describes this as “an evolutionary process
that took time.” Having RESO as the organization responsible for energy management enables the
company to leverage expertise at larger plant sites, share best practices, and include smaller locations in
the program, thus enabling significantly greater efficiency and effectiveness. It is, in Peterson’s words,
“one of the main reasons we are able to make continual improvements” in energy management.

* The GHG Protocol (http://www.ghgprotocol.org/) has defined three scopes for GHG accounting and reporting
purposes. Scope 1 emissions are “direct GHG emissions [that] occur from sources that are owned or controlled by
the company.” GHG emissions not covered by the Kyoto protocol {for example CFCs and NOx) are not included in
Scope 1. Scope 2 emissions are “GHG emissions from the generation of purchased electricity consumed by the
company.” These are considered indirect emissions since they originate from where electricity is generated rather
than consumed. The GHG Protocol Initiative defines Scope 1 and Scope 2 emissions in a way that prevents
different companies from accounting for a particular set of emissions under the same Scope. The minimum
accounting and reporting level for companies participating in the GHG Protocol includes both Scope 1 and Scope 2
emissions. Scope 3 emissions are also indirect, and are “a consequence of the activities of the company, but occur
from sources not owned or controlled by the company.” Reporting of Scope 3 emissions is optional (WR!, WBCSD
2004, 25).
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Though IBM’s corporate energy conservation goal is set at 3.5%, RESO has set an internal goal to reduce
energy consumption site-by-site by 7% to further reduce costs and drive energy conservation. The
challenge, Peterson explained, is that RESO cannot control how colleagues from other IBM organizations
operate equipment such as data centres, which consume a significant amount of energy. By monitoring
progress towards the internal goal, RESO can encourage tenants at individual locations to continue
working to reduce energy consumption through more efficient machinery use by showing them their
actions make a difference, even if sites are experiencing growth. Peterson’s view is that since data
centres are “inherent to IBM’s business,” he cannot really control this kind of growth but “can only try to
minimize [the impact].”

Because IBM has been focusing on energy conservation for a long time and is “continuously pushing the
envelope”, it is very difficult for Peterson and his energy management team to meet IBM’s conservation
goal. For Peterson, IBM'’s goals are a challenge in and of themselves. “The goals keep me up at night,” he
said, “I am looking at what we can do in the next 2 years to meet them — energy conservation requires
constant attention and action.” As he explained, the key is to understand the issues, analyze the
situation, assess the options, and take action (see Figure 21).
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Figure 21: IBM’s Energy Conservation Process
Figure adapted from a presentation by Greg Peterson, Manager of IBM’s Global Energy Program.

RESO has devoted resources to identify where and how energy is being used across IBM. Peterson’s
team can now track and analyze energy use on a real-time basis using the Enterprise Energy
Management System (EEMS), a series of meters located across IBM’s largest facilities connected to a
central data collection and display system (WBCSD 2008). The data (see Figure 22 and Table 11) that has
been collected has helped Peterson identify that out of over 1600 sites worldwide:

- The top 20 sites for energy use accounted for 51% of IBM'’s total electricity consumption.

- The top 100 accounted for 76% of IBM’s total electricity use.

- The energy drivers by function cluster (i.e. manufacturing, data centres, offices, lab & research, etc)
were: heating, ventilating & air conditioning (HVAC), data centre equipment, the central utility plant,
lighting, manufacturing processes and tools, lighting, and plug load.
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Drawing on this information, the Global Energy group put together teams of experts — including non-
IBMers, from outside experts to suppliers — that could address energy issues related to HVAC, data
centres, central utility plants, and lighting. The team leads became responsible for carrying out a gap
analysis, for building a comprehensive checklist of energy conservation activities for all sites to follow
through by a particular date, and for creating standards. Each team lead’s performance was evaluated
based on these set of activities — these responsibilities were integrated in to their personal business
commitment (PBC).

RESO is responsible for securing the funding behind any project managed by Peterson’s Global Energy
team. The general process Peterson goes through to get funding is to generate a list of projects and a
description for each, and then outline what the total costs, savings and payback time will be. Recently,
for example, Peterson approached RESO Finance with a list for 150 different projects, with a total cost of
$10 million, and a payback time of 2 years. He was able to get 135 projects accepted, with a total cost of
$8 million and a payback time of 1.5 years.

The key, says Peterson, is to be able to build a business case, aggregating the various projects for energy
conservation together. He notes that while he’s seen other companies disaggregate projects, the
packaging together of these initiatives provides invaluable flexibility, including the ability to push
through certain projects that have a payback time of more than 3 years — when usually the payback
needs to be of 3 years or less, and most of the time it is of 2. To build the business case, he highlights all
the positive potential outcomes of the project. In the case of purchasing a particular light bulb, for
example, he focuses on the fact that it uses half the energy than traditional light bulbs, that it will
improve comfort for users, and will reduce maintenance costs because of its longer lifetime. He will also
highlight how such a light bulb will further IBM’s energy conservation goals, thus providing an additional
benefit to the company. He will try to make the case that “it’s the right thing to do [for] IBM as a green
company,” asking, “how much better is it if you don’t have to generate an extra 1 kWh?,” and, if “IBM
prides itself in being a driver of efficiency [and] we sell those services, why not be the best example?”

Peterson acknowledges, however, that in the end it is “money that gets people.” Nonetheless, there are
certain projects with considerably long payback times that he’s been able to push through by finding
creative financing approaches. For example, he was able to secure approval for a small solar project with
a longer payback time by utilizing incentive funding from the local utility company.

Renewable energy projects have a longer payback time than other projects, which, as Peterson explains,
pushes you to be more creative. For example, one approach may be through the so-called power
purchase agreements, where the energy provider (e.g., a solar energy company) would be responsible
for the capital investment associated with producing energy, and would recover that investment over
the years by selling the power to the customer.

For other projects that also have a long payback time, such as replacing an AC chiller (from an old one
which consumes 75 kW/ton, for a new one that uses 55 kW/ton®), which has a payback of 10 years,
Peterson finds that there needs to be a set of reasons other than those related to energy conservation
to gain support for it. These could include, for example, its reliability, maintenance cost, and age, among
others.

% Chiller efficiency may be specified in kilowatts per refrigeration ton, the latter which is the cooling power of one
ton (907 kgs) of ice melting in a 24 hour period.
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In addition to securing sufficient funding, one of the biggest challenges for Peterson’s group is that it
doesn’t always have access to “sub-sites” such as research labs and data centres, even though it is
responsible for the operations within each site. “If [RESO] is paying the bill,” said Peterson, “we manage
it.” In spaces owned by someone else, however, as is the case with the tightly-controlled data centres,
the RESO energy management team needs to ask for access. The key, Peterson explained, is to build
good relationships with the owners of that space, and part of this is to ensure you can talk to them.
Jean-Michel Rodriguez, Program Office Manager of Montpellier's Products & Solutions Support Centre
(PSSC) and worldwide leader of the Energy Efficient Data Centre for STG, agrees — “It can always be
challenging to get two groups to talk to each other,” he said, “While IT is not RESO’s core area of
expertise, [we need to understand that] RESO is not just about cabling and IT is not just about PCs.”
While RESO may not fully understand the machines used, or what the manufacturing process is,
Peterson says the energy teams should be able to draw in enough expertise to address problems in each
specific setting. While it was difficult to integrate all the right people around energy conservation
projects, today’s energy costs and IBM’s “drive to be greener” have encouraged people to collaborate
more readily. Another reason, as Peterson explains, is that he’s been “knocking on the door long
enough.”

RESQ’s efforts were recognized in 2006, when it won the IBM Chairman’s Environmental Award.

3.5.2.2 Services & Product Use

“Green is as much about the economics as it is about the environment,” said Chris Molloy, Distinguished
Engineer in the Integrated Technology Delivery (ITD) group of IBM’s Global Technology Services (GTS),
“It is our responsibility to have a low cost solution to our customers; we have to be innovative to bring
cost down and deliver more application workload in less space.” Molloy was referring to the increasing
cost of running data centres and the need to provide companies with some “tactical breathing room” —
that is, to offer quick, inexpensive, easy-to-implement solutions to optimize resources in existing
facilities while the client company develops and implements a longer range data centre strategy using
virtualization techniques and more efficient cooling approaches. “Use of data centre best practices,
more efficient hardware, and better energy utilization offer us an environmentally preferable way to
deliver business value,” he said. Molloy feels that the “focus on ‘green’ data centres [...] didn’t pick up
just because of the environment, it didn’t pick up because of [Al Gore’s] Oscar, it picked up because of
the [increasing] demand for IT and the cost associated with it — [companies are] using conservation of
the environment as a way to enhance business value.”

In 2007, IBM announced Project Big Green — an annual investment commitment of $1 billion to increase
energy efficiency in IT, and in particular, to introduce products and services that will significantly reduce
energy consumption in data centres (IBM 2007). This announcement was followed by a disconcerting
EPA report on Server and Data Centre Energy Efficiency which found that energy demand for power and
cooling resources had approximately doubled from 2001 to 2006, making data centre energy
consumption approximately 1.2% of total electricity consumption in the US (WBCSD 2008), and that 50%
of the energy used didn’t even reach IT equipment and is lost as heat.

IBM has “responsibility beyond following rules,” explained Brad Brech, Distinguished Engineer in STG
Software Strategy & Architecture, “[because it needs to keep] trying to come up with ways to do things
better.” In Molloy’s view, green is synonymous with sustainability — it is about “playing in an
environment with limited resources, and since IBM wants to be in business for the long term, [it] needs
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to provide products [and services] in a sustainable way.” IBM is helping customers and companies
around the world to address this [green] issue — for Molloy, “IBM’s reputation is at stake.”

3.5.2.3  Supply Chain

IBM is encouraging suppliers to participate in the Carbon Disclosure Project’s Supply Chain Leadership
Collaboration.* In addition, IBM is involved in the EICC’s Environmental Workgroup, which is working on
a methodology for data collection or disclosure of supply chain GHG emissions. Its goal is to have EICC
members agree on, first, how suppliers will know and show IBM and their other clients what their
emissions impact is, and second, how the EICC will ask suppliers to set goals to manage their energy use
and emissions.

IBM has also become an active participant in the USEPA SmartWay™ program that seeks to identify
“products and services that reduce transportation-related emissions” (USEPA 2008). Eric Amand,
Manager of Global Logistics Operations for the Americas, explained, “SmartWay™ is part of our life now
- we want suppliers to be environmentally savvy... my hope is that two years from now you won’t be
able to sit at the table with IBM if you’re not a SmartWay™ carrier and have a certain score.”

3.5.3 Results

The drivers of IBM’s energy management and climate protection programs are various. First and
foremost is the rate of return involved. In an example provided by Dietrich, every dollar of energy
savings achieved in a data centre through virtualization and consolidation projects leads to $6 to $7
dollars of savings in operation costs - a significant figure given that 20% of RESO’s spend is related to
energy, and a third of that supports data centre operations. In addition, investing in renewable energy
gives the company, the opportunity to gain experience using it on the one hand, and, on the other, helps
IBM contribute to reducing the cost of that particular technology for the future. At the same time, IBM’s
efforts generate energy efficiency credits, for example, or credits that can be used in programs such as
the Chicago Climate Exchange. The final driver is the belief that energy concerns are not going away.
Customers’ needs will be largely driven by energy conservation and an increase in energy prices. IBM
also expects the legislative environment to incorporate measures that address climate change. Finally,
IBM seeks to uphold its longstanding desire to be an environmental leader, and therefore wants to
begin addressing today the issues that will be important tomorrow.

IBM’s results (see Table 12 and Table 14) have earned the company various awards and international
recognition for its environmental efforts. These include, among others, the USEPA Climate Protection
Award in 1998 — the Award’s inception year — and again in 2006 thus making IBM the first company to
win this award twice, praise by CERES for achieving one of the greatest reported GHG emissions
reductions, recognition by the WWF and the WRI in 2005, and the USEPA SmartWay™ Excellence Award
in 2007, among others. Most recently, in 2008, CERES ranked IBM as #1 in climate change governance
practices among 63 of the world’s largest consumer products and IT companies in 11 industry sectors
(CERES, RiskMetrics Group 2008). As Fleming explained, IBM’s disclosed results and recognition have
increased its credibility as a service provider in this area.

* The Carbon Disclosure Project encourages private and public sector organizations to measure, manage and
reduce emissions and climate change impacts (http://www.cdproject.net/index.asp)
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Another set of challenges is related to regulatory standards and public policy. One of these challenges is
the proliferation of un-harmonized laws and regulations affecting the design and sale of products
around the world. At issue often are not the substantive requirements but the inefficiencies caused by
the varying approaches different governments take in executing them. In addition, solution offerings
such as the Intelligent Utility Network and Intelligent Transportation Systems, which are already being
implemented and succeeding, could be further optimized if government policy is supportive of them.

Related to IBM’s emerging business opportunities is the challenge of finding enough people with the
necessary skills to help IBM grow its new green businesses in a way that has a significant financial impact
on the company. Unless these new ventures can grow and show strong financial returns, it will be
difficult for IBM to continue investing in the identified emerging opportunities.

Finally, there is a communications challenge related to the proliferation of environmental rankings and
ratings. It is not uncommon for a rating organization to fail to make a distinction on companies’ business
models, or to put companies’ situations in the proper context, giving consideration to, for example,
firms’ environmental history and prior accomplishments. Sometimes, the methodology of these rankings
may be questionable. Unfortunately, mistakes like this have the potential to negatively impact the public
perception of IBM’s environmental performance.
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company to innovate and reposition itself according to the environmental attributes of its products. In
certain cases, in fact, IBM has seen its clients’ commitment increase as a response to this type of
product improvements, as has been the case with the company’s more energy efficient “green” data
centres. Finally, as illustrated in the upper right quadrant in Figure 24, IBM has found inspiration in the
world’s challenges to develop a vision for growth — it seeks to use its IT and network capabilities to make
our world “smarter,” by, for example, helping design intelligent utility and transportation networks, and
by doing so, it strives to help address issues of congestion, health, air pollution, water scarcity, and
climate change, to name just a few.

4.2 Thoughts on IBM’s Approach to Environmental Sustainability

IBM’s approach to environmental sustainability is more than strategic in nature; it is based on deep-
rooted values and on a commitment to analytical and methodical decision-making. IBM’s historical
dedication to environmental stewardship is humble, effective, and above all, sustainable — it has lasted
for nearly 40 years, surviving periods of great difficulty for the company. IBMers are emotionally
committed to continuously improve IBM’s environmental performance, and to use the firm's capabilities
to design solutions for some of our world’s most pressing challenges. Their commitment has become
integral to the company’s DNA. Furthermore, it has been institutionalized into IBM’s way of doing
business, and in so doing, it has been protected both from difficult times for business and from the
troughs inherent to the fashionable green wave.

The following is a brief discussion of the key characteristics of IBM’s approach:
1. Acommitment to environmental leadership and fact-based decision-making

2. A commitment to continuous improvement and a demonstrable record of performance
3. A commitment to value-creation and innovation that matters

4.2.1 Values and Science: A Proactive Strategy

Thomas J. Watson, Jr., believed that a firm with the right values would always be on the right path,
regardless of any changes experienced by the business (Watson 2003). Indeed, IBM’s ethical
commitment to environmental leadership has given the firm a strong bearing since 1971, when
Watson’s Environmental Corporate Policy was established. In addition to shaping the firm’s strategy
across time, IBM’s commitment makes its employees proud of their company and its origins. People are
outwardly passionate about IBM’s environmental legacy and its dedication to “do the right thing.”

iIBM’s environmental policy has strived to be proactive rather than reactive, giving preference to
pollution prevention over pollution control since its inception, years before such an approach was
mandated by law. By conducting its business in a way that goes “above and beyond” environmental,
health and safety law, IBM has nourished the skills necessary to sustain an anticipatory approach and to
keep the firm, its processes and products, “ahead of the game.” As many authors have noted, and as
shown in the lower quadrant of Figure 24, this attitude allows companies to manage regulatory risk and,
in some cases, capture value for the firm — which seems to be the case for IBM. In addition, IBM has also
been able to gain experience that is valuable not only for the company, but for regulatory agencies alike.
Its hard-earned credibility has given IBM a seat at the policy-makers table, and with it, the power to
shape future environmental policy, from product standards to emissions and reporting requirements.
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An essential characteristic of IBM’s approach to environmental sustainability is that the firm is
committed to a holistic and fact-based methodology. Its efforts focus on every single possible
environmental aspect the company has an impact on, rather than only on those mandated by law or
demanded by the public sentiment. Its climate stewardship program, for example, goes back to the
1980s, years before climate change became as recognized a challenge as it is today. To do this, it has
cultivated a thorough understanding of where its business “intersects” with the environment, and what
its impact is. It has also emphasized the importance of conducting an analytical and scientific evaluation
of any environmental issue and policy decision, and of continuously re-evaluating and improving the
firms’ understanding and performance in environmental matters. As a result, in the case of climate
change, for example, IBM has preferred to focus on emission reductions and energy efficiency initiatives
with tangible results, rather than on emissions offset and carbon labelling ventures designed with what
seems to be a lack of understanding of the underlying issues.

Again, this confirms what is suggested by the literature — an organizational commitment to sustainability

and a systemic evaluation of the firm’s relationship with the environment is an essential component to
corporate environmental sustainability.

4.2.2 Managing by Measuring: A Process of Continuous Improvement

Most important, however, has been how IBM has chosen to execute its commitment — through an
environmental management system that underscores the importance of process and measurement
above all.

IBM has integrated its environmental requirements across the corporation, assigning specific
responsibilities to different entities within the firm. While CEA is responsible for defining the company’s
environmental policy, strategy and goals, and monitoring progress towards these, other groups across
IBM are responsible for executing them and for reporting their performance. This separation of
responsibilities is an important organizational characteristic.

It has enabled the firm to separate those who set environmental policy from those who finance the
execution of the policy — the philosophy is, “if you manage it, you pay for it,” which likely reduces the
risk of having decisions be subject to conflicting interests that could arise between environmental and
economical concerns. While this minimizes any potential financial bias, it does not mean that the goal-
development process is blind to monetary — or technical — considerations. On the contrary, the process
is careful and inclusive to ensure that any entity affected by an environmental goal or standard will have
the opportunity to provide input and commentary to help shape the requirement before it is finalized.
This long-term process is essential for the firm’s buy-in of any environmental goal. It engages
stakeholders by creating a space for conversation: What does IBM want to achieve? What is the most
effective way to go about it? What is technically feasible for IBM? How much will it cost? What are the
implications of this goal? It provides IBM with the opportunity to balance stretch goals with realistic
expectations, guided both by the zenith of environmental leadership, and the knowledge and
experience of its scientists and engineers.

The EMS is designed to be flexible, and can therefore easily incorporate new knowledge and regulatory
requirements. There is a sense across IBM’s CEA staff that they are always learning, always growing.
There is also a strong commitment towards continuous improvement of the EMS. IBM is a firm believer
that “one can’t manage what can’t be measured” and has therefore given great attention to tracking its
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performance. Whether it is through the EMS’ Environmental Performance Database, self-assessments,
or audits, the company constantly measures how it is doing. Surprisingly, IBMers across different
organizations refer to these tools as learning opportunities rather than a burden to be dealt with. This is
likely due to the constructive environment in which they are used. If an organization does not meet
IBM’s corporate environmental goals, for example, CEA’s focus is to make sure everyone understands
what went wrong and how to prevent this from happening again. Likewise, people refer to internal
audits as an opportunity to learn from their mistakes and from each other.

Despite its flexibility, the EMS has very well defined processes for environmental management, which
drive consistency across issues, geographies, and time. While the challenges of eliminating CFCs and
reducing greenhouse gas emissions are very different, for example, the approach I1BM followed to
identify what the company should do and how to carry out its plan of action was the same in both cases.
Goals and standards were based on scientific knowledge and technical feasibility, discussed across the
corporation with the relevant organizations, and, once determined, they were integrated across the
various business processes that have an impact on the company’s performance in these issues. Equally,
while meeting an internal requirement may be more expensive for a site located in a developing
country, whether it is because it puts it at a disadvantage compared with other companies in the area or
because of a lack of facilities in the country, the EMS ensures that requirements are met globally across
the corporation. Finally, IBM’s process for environmental responsibility is designed to outlast
generations of IBMers, with its specifics tied to the EMS corporate instructions and practices, rather
than to any particular person.

4.2.3 Agent of Change: A Process for Value Creation

In addition to implementing policies to minimize whatever negative impact the company may have on
the environment, IBM searches for and takes advantage of opportunities to have a positive influence —
whether it is by improving the environmental attributes of its products and processes, sharing best-
practices across the firm and with other companies, participating in partnerships with governmental and
non-governmental organizations, or creating product offerings that help tackle global environmental
issues.

IBM is selective towards the partnerships it engages in. Rather than joining any possible group, IBM
evaluates each engagement based on the issue addressed, the partnering organization, and its own
ability to have a positive impact. Given the infinite number of initiatives 1BM could join, this is a way for
the company to allocate its resources to what it identifies as the most meaningful partnerships. First, it
narrows down the list by solely considering issues that are intimately related to its business. While there
is much IBM has to offer and gain from a partnership with the EPA on the energy efficiency of products,
or corporate climate change initiatives, for example, the relevance of a potential partnership to
safeguard endangered species is not as apparent unless it would involve the use of IBM’s people,
expertise, and technology.” Second, IBM chooses to work with organizations and institutions that are
well known, credible, and respected. It also makes a point of stirring away from lobbying groups, since
its interests lie on best-practice sharing and building a common understanding. Third, IBM joins
partnerships to which it can contribute based on its internal expertise and business capabilities. This is
as much about creating value as anything else.

“see3.2 Spare Change vs. Real Change: Corporate Social Responsibility at IBM
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4.4 Questions Raised by IBM’s Experience

Among others, IBM’s experience suggests that a historical commitment to environmental sustainability
is a considerable asset to companies striving to improve their environmental performance. It also
implies that the goal-setting process is particularly important to a company’ ability to establish goals
that are both ambitious and realistic, and that key characteristics of this process include a separation of
responsibilities and power between those entities who establish the policy and those who execute it.
Finally, IBM’s story underlines the need to be committed to a science-based decision-making process.

What does this mean for other companies? In particular, what can young companies or organizations
that are just realizing the business imperative of environmental responsibility do to generate an
organizational level of commitment to sustainability comparable to that pervasive across IBM? How can
other companies establish goal-setting processes that enable conversations that will push the
company'’s environmental efforts further without burdening its organizations? And, what can companies
do to nourish a science-based approach, particularly if their day-to-day business is not as closely related
to science and technology as IBM’s? How else can companies pursue an optimal balance between
passion and process in their management of environmental affairs? Does the size of the company
matter? Can a small company follow the example of a $103 billion dollar company?

Another important — perhaps fundamental — question relates to IBM’s growth strategy. As discussed in
Chapter 2, some of the literature suggests that companies should be slowing down their growth to the
rate of what they refer to as “natural growth.” This is not a goal that is being pursued by IBM — nor
indeed by any major company, so far as | am aware — although it is clear that the firm's "Smarter Planet"
initiative has the potential to play a major role in supporting sustainable economic development. This
issue raises a number of questions for future research: is it indeed appropriate for any commercial entity
to pursue only a "natural growth" rate? Why or why not? If so, how would a for-profit company —
subject to all the constraints of the capital market and the fiduciary duty to maximize returns for
shareholders — grapple with such a concept? Perhaps the concept of "natural growth" is better applied
to the economy as a whole, rather than to any particular company? These are questions that | could
potentially explore in future work.
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5 CONCLUSIONS

The overall goal of this thesis was to build our understanding of how business can respond to
sustainability, and how its response can be both effective and sustainable. To achieve this, we explored
the balance between passion and process by investigating in detail how IBM has responded to
environmental issues.

IBM’s example is valuable given its impressive record of environmental performance and the fact that
the company has been deeply committed to environmental leadership for close to 40 years,
withstanding periods of great difficulty for the firm. We found that IBM’s experience is easily relatable
to what the literature considers to be “best practice” in corporate environmental sustainability. Its range
of activities — including pollution prevention, product stewardship, and the development of clean
technologies — have positioned IBM as a sustainable corporation and have generated considerable value
for the firm, through cost and risk reduction, increased reputation and legitimacy, and innovation
opportunities, among others. Furthermore, IBM has had the vision to use our world’s most pressing
challenges as inspiration for determining its future growth strategy.

In addition to a deep historical commitment to environmental sustainability, IBM’s approach is
characterized by:

1. A commitment to environmental leadership and fact-based decision-making
2. A commitment to continuous improvement and a demonstrable record of performance
3. A commitment to value-creation and innovation that matters

This approach entails the balancing of both passion and process, something that IBM seems to have
achieved by relying on science-based decision-making to identify how the company ought to interact
with the environment. IBM strives to make environmental efforts as inclusive as possible — engaging
employees across the corporation in environmental goal development, seeking to educate them on
sustainability matters, and relying on some of them as volunteers who facilitate the execution of IBM’s
environmental programs. To optimize employees’ passionate commitment and interest in these issues,
and to provide guidance to the company as a whole, IBM heavily relies on a thoroughly designed
environmental management system, which has enabled the company to integrate environmental
processes and standards across the firm, and which has allowed its sustainability program to become
sustainable itself.

IBM’s experience is inspiring. It has shown that sustainability can be made sustainable by finding an
optimal balance between passion and process. This entails, as mentioned earlier, a commitment to fact-
based decision making, continuous improvement, and a demonstrable record of performance. It also
requires a commitment to creating value and to having a positive impact in the surrounding
communities and environment. As encouraging as it is, IBM’s experience also shows that sustainability
involves very hard work — there is no magic.

The future seems promising to IBM. The question surrounding the type of growth sustainable
corporations should pursue remains, however, and must be addressed in the future.
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6.2 IBM Environmental Affairs Policy

IBM is committed to environmental affairs leadership in all of its business activities. IBM has had
longstanding corporate policies of providing a safe and healthful work place, protecting the
environment, and conserving energy and natural resources, which were initiated in 1967, 1971 and 1974
respectively. They have served the environment and our business well over the years and provide the
foundation for the following corporate policy objectives:

¢ Provide a safe and healthful workplace, including avoiding or correcting hazards and ensuring
that personnel are properly trained and have appropriate safety and emergency equipment.

e Be an environmentally responsible neighbour in the communities where we operate and act
promptly and responsibly to correct incidents or conditions that endanger health, safety, or the
environment, report them to authorities promptly, and inform everyone who may be affected
by them.

* Maintain respect for natural resources by practicing conservation and striving to recycle
materials, purchase recycled materials, and use recyclable packaging and other materials.

e Develop, manufacture, and market products that are safe for their intended use, efficient in
their use of energy, protective of the environment, and that can be recycled or disposed of
safely.

e Use development and manufacturing processes that do not adversely affect the environment,
including developing and improving operations and technologies to minimize waste, prevent air,
water, and other pollution, minimize health and safety risks, and dispose of waste safely and
responsibly.

e Ensure the responsible use of energy throughout our business, including conserving energy,
improving energy efficiency, looking for safer energy sources, and giving preference to
renewable over non-renewable energy sources when feasible.

e Participate in efforts to improve environmental protection and understanding around the world
and share appropriate pollution prevention technology, knowledge and methods.

e Utilize IBM products, services and expertise around the world to assist in the development of
solutions to environmental problems.

e Meet or exceed all applicable government requirements and voluntary requirements. Where
non exist, set and adhere to stringent standards of our own and continually improve these
standards in light of technological advances and new environmental data.

e Strive to continually improve IBM's Environmental management system and performance, and
periodically issue progress reports to the general public.

e Conduct rigorous audits and self-assessments of IBM's compliance with this policy, measure

progress of IBM's environmental affairs performance, and report periodically to the Board of
Directors.

Every employee and every contractor on IBM premises is expected to follow the company’s policies and
to report any environmental, health, or safety concern to IBM management. Managers are expected to
take prompt action.

Corporate Policy Number 139A, signed by Louis V. Gerstner, Jr., on July 14, 1995 (Gerstner 1995)
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6.6 IBM Supplier Conduct Standards

The following are IBM’s Supplier Conduct Principles. As IBM explains, “these principles speak to the
commitments we make to our clients, our legacy of innovation and relationships built on trust and
personal responsibility. They establish the standards required for conducting business with IBM” (IBM
Integrated Supply Chain 2004). The company’s goal is to work with its suppliers to ensure full
compliance with these principles, as they in turn apply them to their own suppliers. 1BM considers these
principles during the selection of suppliers, and actively monitors their compliance (IBM Integrated
Supply Chain 2004).

Forced or Involuntary Labor

IBM Suppliers will not use forced or involuntary labor of any type (e.g., forced, bonded, indentured or
involuntary prison labor); employment is voluntary.

Child Labor

IBM Suppliers will not use child labor. The term “child” refers to any person employed under the age of
15 (or 14 where the law of the country permits), or under the age for completing compulsory education,
or under the minimum age for employment in the country, whichever is greatest. We support the use of
legitimate workplace apprenticeship programs which comply with all laws and regulations applicable to
such apprenticeship programs.

Wages and Benefits

IBM Suppliers will, at a minimum, comply with all applicable wage and hour laws and regulations,
including those relating to minimum wages, overtime hours, piece rates and other elements of
compensation, and provide legally mandated benefits.

Working Hours

IBM Suppliers will not exceed prevailing local work hours and will appropriately compensate overtime.
Workers shall not be required to work more than 60 hours per week, including overtime, except in
extraordinary business circumstances with their consent. In countries where the maximum work week is
less, that standard shall apply. Employees should be allowed at least one day off per seven-day week.

Nondiscrimination

IBM Suppliers will not discriminate in hiring and employment practices on grounds of race, religion, age,
nationality, social or ethnic origin, sexual orientation, gender, gender identity or expression, marital
status, pregnancy, political affiliation, or disability.

Respect and Dignity

IBM Suppliers will treat all employees with respect and will not use corporal punishment, threats of
violence or other forms of physical coercion or harassment.

Freedom of Association

Suppliers shall respect the legal rights of employees to join or to refrain from joining worker
organizations, including trade unions. Suppliers have the right to establish favorable employment
conditions and to maintain effective employee communication programs as a means of promoting
positive employee relations that make employees view third-party representation as unnecessary.
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Health and Safety

Suppliers will provide their employees with a safe and healthy workplace in compliance with all
applicable laws and regulations. Consistent with these obligations, IBM

Suppliers must have and implement effective programs that encompass life safety, incident
investigation, chemical safety, ergonomics, etc., and provide the same standard of health and safety in

any housing that is provided for employees. Suppliers should strive to implement management systems
to meet these requirements.

Protection of the Environment

IBM Suppliers will operate in a manner that is protective of the environment. At a minimum, suppliers
must comply with all applicable environmental laws, regulations and standards, such as requirements
regarding chemical and waste management and disposal, recycling, industrial wastewater treatment
and discharge, air emissions controls, environmental permits and environmental reporting. Suppliers
must also comply with any additional environmental requirements specific to the products or services
being provided to IBM as called for in design and product specifications, and contract documents.
Suppliers should strive to implement management systems to meet these requirements.

Laws, Including Regulations and Other Legal Requirements

IBM Suppliers will comply with all applicable laws and regulations in all locations where they conduct
business.

Ethical Dealings

IBM expects our suppliers to conduct their business in accordance with the highest ethical standards.
Suppliers must strictly comply with all laws and regulations on bribery, corruption and prohibited
business practices.

Communications

Suppliers must make the I1BM Supplier Conduct Principles and other relevant information available to
employees in the native language(s) of the employees and supervisors.

Monitoring/Record Keeping

Suppliers must maintain documentation necessary to demonstrate compliance with IBM’s Supplier
Conduct Principles and must provide IBM with access to that documentation upon IBM’s request.
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6.8 IBM’s Energy & Environment Framework: Identified Client Challenges

The IBM Energy & Environment Model is a holistic framework to help organizations develop effective
action plans to address environmental impacts across their operations. As explained by IBM, it works in
two dimensions:

1. It helps identify environmental intersections across the business, and can therefore help
organizations choose where to focus and how to prioritise their resources and efforts.
2. It guides organizations to environmental management solutions that help deliver environmental

improvements in priority operational areas.

Strategy:
« What do you want to achieve with your energy & efficiency efforts?
« How integrated are your carbon and business strategies?

= Do you have an integrated program of action?
= How do you finance your energy efficiency program?

People: Information:: Products & Services

« How do you establish and * How do you measure and monitor * What are the new green market
implement effective green HR information on energy efficiency opportunities and how canyou
policies for travel, work place and consistently and efficiently? exploit them?

collaboration? » How do you demonstrate *How can you design your products &
* How do you engage with your regulatory and policy compliance? services to be more energy efficient
employees, business & alliance » Do you have an energy & and environmentally preferable?
partners on the green agenda? efficiency scorecard and key *How do you optimize these benefits
* How do you enable change performance measures? through the full product lifecycle?
across your organization?

m Property: Operations:

* How do you integrate energy * How do you manage energy * How can you make your end-to-end
efficiency & environmental efficiency in your: Buildings, offices operations more energy efficient &
management into an IT strategy? & branches? Production plant? less impacting to the environment?

« How do you identify which areas Distribution centers? * Supply Chain, Logistics,

of IT provide the greatest * How does your property Procurement, Warehouse,
opportunities for energy contribute to your carbon footprint Manufacturing?

efficiency? and ecological balance sheet and « CRM: Targeting/Segmentation,

« How do you optimize to get how can you improve it? Sales

greater IT capacity for less energy? « Waste & Recycling

Figure 29: IBM's Energy & Environment Framework - Identified Client Challenges

(18M 2008)
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6.1

0 Guiding Questions for Interviews

The

following are some of the questions that were used to guide our case study interviews. Note that

these and other questions were tailored according to the responsibilities of the interviewee. An

inte

rview guideline was usually shared with people before the interview took place. Before the start of

each conversation, | would explain, first, the purpose of the interview, and second, that their responses
would be treated as confidential.
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What are your key business and environmental responsibilities?
What are your key business and environmental goals? How are these established, and how are they
revised? Who is involved in this process?

a. How do you select and define the metrics you will focus on?

With respect to your environmental responsibilities, which are your top three challenges, and how
do you approach them? Can you tell me a story that illustrates these challenges?

How has IBM'’s concern towards sustainability affected its products and processes? Can you
illustrate this with stories?

What resources do you rely on for accomplishing your environmental and sustainability
responsibilities and goals, and for addressing the challenges you are faced with?

What have been your major environmental achievements? What has enabled such achievements?
Whose buy-in did you need, and how did you get it? Have you run into any obstacles?

Can you describe a general timeline of change in environmental and sustainability activities at IBM?

What does sustainability mean for you and your organization, formally and in practice?



GLOSSARY

CCCA Corporate Citizenship & Corporate Affairs

CEA  Corporate Environmental Affairs

CEO  Chief Executive Officer

CDP  Carbon Disclosure Project

CMA  Chemical Manufacturers Association

CoE  Centre of Excellence for Environmental Compliance
CSR  Corporate Social Responsibility

CTRC Computing-Tabulating-Recording Company
DFE Design for Environment

E&E  Energy & Environment

EBO  Emerging Business Opportunity

ECECP Engineering Centre of Environmentally Conscious Products
EET Environmental Engineering Team

EIA Environmental Impact Assessment

EICC  Electronics Industry Citizenship Coalition

EIRS  Environmental Incident Reporting System
EMS  Environmental Management System

EPA Environmental Protection Agency

EPD  Environmental Performance Database

ESG Environmental, Social & Governance

GBS  Global Business Services

GEO  Global Environment Outlook

GHG  Greenhouse Gas

GIO  Global Innovation Outlook

IBM  International Business Machines Corporation
IPD Integrated Product Design

ISO International Organization for Standardization
IT Information Technology

ITD Integrated Technology Delivery

IUN Intelligent Utility Network

NHW Non-Hazardous Waste

PBBs polybrominated biphenyls

PBDEs polybrominated diphenyl ethers

PELM Product End-of-Life Management

PEP Product Environmental Profile

PWB  Printed Wiring Board

RECD Real Estate & Construction Division

RESO Real Estate Site Operations

SCEl  Supply Chain Environmental Initiatives

SCSR  Supply Chain Social Responsibility

STG  Systems & Technology Group

UNEP United Nations Environment Programme

VP Vice-President

WBCSD World Business Council for Sustainable Development
WCED World Commission on Environment and Development
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