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Preface

Action or Aspiration? Sustainability in the British
workplace is an Economist Intelligence Unit briefing
paper, sponsored by BT, investigating what firms
operating in the UK are doing to implement a culture
of sustainability within their organisations.

The Economist Intelligence Unit bears sole
responsibility for the content of this report. Our
editorial team executed the online survey, conducted
theinterviews and wrote the report. The findings
and views expressed in this report do not necessarily
reflect the views of the sponsor.

The research drew on two main initiatives:

@ The Economist Intelligence Unit conducted a
wide-ranging online survey of senior executives
from the UKin July and August 2007. In total, 194
executives took part;

@ To supplement the survey results, we also
conducted in-depth interviews with ten chief
executive officers (CEOs), corporate responsibility
directors and other senior executives from major
companies across a range of sectors.

Sarah Murray was the author of the report and James
Watson was the editor.

We would like to thankall the executives who
participated in the survey and interviews for their time
andinsights.

October 2007
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Executive summary

oday, most UK companies claim that

sustainability and corporate responsibility is one

of the key elements in their business strategy. Yet
for many organisations, the challenge is to move that
claim from the values expressed in a corporate mission
statement or public relations (PR) campaign to the way
that all their business activities are carried out.

Senior executive leadership is seen as essential,
with the chief executive or chairman often
championing sustainability. However, companies are
also looking to find ways of making sustainability part
of their corporate culture and of engaging staffatall
levels so that employees view the company’s day-to-
day activities through a sustainability lens.

Sustainability and corporate responsibility covers a
range of objectives that vary from sector to sector and
includeissues ranging from ethics and governance to
reducing carbon emissions and water consumption,
increasing recycling, managing labour conditionsin
supplier factories and stemming the spread of HIV/AIDS.

At the same time, for large British companies
whose operations are geographically dispersed, the
risks and opportunities associated with corporate
responsibility and sustainability may depend on the
region in which their business units are located, with
climate change a pressingissue in one country and
human rights or labour standards the most prominent
concernin another.

For companies that are growing globally, therefore,
the challengeis to balance a centralised, corporate
approach with the need to give a certain amount
of autonomy to local business units to shape their
sustainability policies.

In this report we look at the challenges of
implementing these initiatives across the workforces
of large companies operating in the UK, and examine
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some of the mechanisms for driving these strategies
throughout the culture and operations of their
organisations.

Key findings from this research include the following:

@ Companies still find it difficult to drive
sustainability throughout their organisations.
Sustainability goals are typically not part of UK
executives’ overall responsibilities, with nine

out of ten (91%) respondents claiming that their
remuneration did not depend on hitting sustainability
targets relevant to their role. Furthermore, three

in four (75%) said that their responsibilities did
notinclude specific sustainability goals. Moreover,
37% still see the most prominent evidence of their
company’s commitment to sustainability in mission
statements, speeches, PR activities, and sales and
marketing. Only 22% believe that these public
statements are matched by “significant” effort made
by their organisationsinternally.

@ The majority of British companies see
sustainability in terms of their environmental
and carbon footprint. While many executives (67%)
see ethical behaviour and corporate values as the
issues that encompass sustainability in the context
of their organisation, the majority (83%) identify
environmentalimpact as the most prominentissue,
with 63% highlighting their company’s carbon
footprint as the main concern. The focus on the
environment is also reflected in executives’ view on
what constitutes their company’s most prominent
sustainability activity, with almost one-half (49%)
identifying their environmental guidelines in this
respect—ahead of any other activity.



@ Organisationally, sustainability has moved up
the corporate hierarchy in many British firms.
While positions such as chief sustainability officer
remain rare, 65% of respondents said that the
person responsible for this area reported to the
board. In organisations in which there is senior-
level responsibility for this area, it is often the chief
executive or chairman (21%) who has responsibility
for the company’s sustainability strategies. However,
the largest group of executives (25%) reported that
there was no onein their organisation who held this
responsibility. And for those firms that do have a
senior executive leading the charge, far fewer lower-
level managers (31%) have any interaction with
that person, compared with CEOs and other C-level
respondents (75%).

@ While UK companies claim that sustainability

is a powerful recruitment and retention tool, the
executives polled for this report are less sure.
Nearly all respondents cited the scope of the role
(95%) as the most important factor for them when
considering a new position, followed by remuneration
(78%) and working atmosphere (73%). Relative

to this, just 21% saw the company’s reputation for
sustainability as a very important factor in their
choice of employer, lower than any other option.

The ability to recruit and retain staff is seen by only

a modest proportion of respondents (18% and 17%
respectively) as a benefit of corporate responsibility.
And whereas about half (51%) of firms give their staff
time off for corporate community activities or pro
bono work, only about one in two of those executives
eligible for such a scheme had ever participated in
one—although this stillmeant an encouragingly high
number of respondents had gotinvolved (27%).

Action or Aspiration?
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Who took the survey?

194 executives from the UK responded to the survey.
The survey sample was very senior: all hailed from man-
agement functions, with 69% operating as CEOs and
other C-level executives, or as senior vice-presidents,
heads of business units and heads of departments.

The executives surveyed represented all key sectors
of the UK economy, including financial services (26%),
IT and technology (10%), manufacturing, construction
and real estate (7%) and professional services (11%).
Most of the organisations that they work for are large:
58% of executives operate within firms with annual
revenue of at least £500m (US$1bn). See the appendix
at the end of this report for the full demographic
breakdown.

© The Economist Intelligence Unit 2007




Action or Aspiration?
Sustainability in the British workplace

Introduction

he pressures driving companies to manage the

social and environmental footprint of their

commercial activities are at an all-time high.
First, the corporate sectoris under greater public
scrutiny than ever, with activists, non-governmental
organisations and the media closely watching the
behaviour of business. Moreover, growing numbers
of businesses see opportunities in sustainability
strategies, whether that means selling clean energy
or delivering innovative products and services to low-
income communities in the developing world.

The risks and opportunities vary widely from
sector to sector. And while many companies once
saw their sustainability policy as simply a case of
issuing a statement of values from the chief executive
orintroducing a volunteering programme, many
UK businesses have made progress on defining
the sustainability issues that are material to their
particular commercial operations.

For many, the challengeis now to establish a
corporate culture in which sustainability is not an add-
on or something that depends on the commitment of
oneindividual, butis rather a mechanism allowing
for all business decisions to be taken with social and
environmental criteria in mind and where ethical
behaviouris embedded in day-to-day operations.

This research suggests that many companies are
struggling to instil this culture, with a commitment
to sustainability often manifested through public
statements alone. Some 37% of survey respondents
say that they see mission statements, public relations
(PR) and marketing efforts as the most prominent
evidence of their company’s sustainability efforts.
Another 31% cite corporate charitable donations.

“The problem is that a lot of the hype exceeds the
policies on the ground,” says John Sauven, executive
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What are the most prominent sustainability activities
in your company?
(% respondents)

Environmental guidelines

N 9

PR, marketing, speeches, mission statement

[ — 37

Engagement in community investment projects
34

Corporate charitable donations

[ 31

Employee volunteering

I 29

Ethical trading/sourcing guidelines
25

Publication of corporate responsibility report
24

Supplier code of conduct
[, 17
Other

[

Source: Economist Intelligence Unit survey, August 2007.

director of an environmental pressure group,
Greenpeace UK. “And many of the policies that get
announced are quite far off into the future. When you
look at what companies are doing today to change
things, that becomes a lot less impressive.”

However, for those companies that have succeeded
in moving beyond the rhetoric, the first step has
been to identify the issues that are material to
their business and the impact of their commercial
activities. “Itis getting a lot better, and companies
now tend to get beneath the surface of the language
quite quickly,” says Seb Beloe, head of research and
advocacy at SustainAbility, a British think-tank and
strategy consultancy.

Vodafone, the UK-based mobile network operator,
focuses on environmentalissues that range from
cutting its energy consumption to increasing the
amount of recycling and reuse of its handsets and



network equipment. Because the company outsources
the manufacturing of this equipment to China and
other countries, it also works with suppliers to ensure
that their labour and environmental standards meet
its ethical codes.

The company also sees opportunities in pursuing
sustainability strategies. In Kenya it has launched a
service that delivers banking transactions via mobile
phones for people without access to traditional banks.
“You can get the most positive impact on the world
and society where you're doing business in a way
that takes account of societal expectations,” says
Charlotte Grezo, director of corporate responsibility at
Vodafone Group Services. “And profit-making makes it
sustainable.”

For Gavin Neath, country manager of consumer
goods firm Unilever UK with group responsibility
for corporate responsibility, a priority is the need
to secure a “licence to operate” in the hundreds
of countries in which Unilever makes and sells its
products. “As we've expanded in the developing
world, it's become even more important to behaveina
way that builds the confidence of the local community
and local governments,” he says.

At Lloyds TSB, the definition of sustainability
ranges from financialinclusion to diversity in the
workplace. The bankalso includes its codes of conduct
in the “invitation to tender” documents sent out to
potential suppliers.

Mike Fairey, the bank’s deputy group chief
executive, believes that defining the different areas of
sustainability is important. “Mission statements tend
to be a bit woolly and they can cover everything, so
what we try and do is break each component down,”
he says.

But while interpretations of sustainability vary, two
issues dominate the thinking of companies operating
in the UK: the environment and climate change.

“The change came with a combination of the Stern
reportand AL Gore’s film [An Inconvenient Truth],”

Action or Aspiration?
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Which of the following issues do you believe the term
“sustainability” encompasses, in the context of your
organisation?

(% respondents; top 10 of 15 options shown)

Environmental impact

1, 3

Ethical corporate behaviour/corporate values
67

Carbon footprint
I 63

The long term financial health/competitiveness of an organisation
58

Product responsibility
I 53

Regulatory compliance
53

Socialimpact
| 53
Good governance

I 7

Community relations

[, 1,5
Workforce diversity and inclusion

I 39

Source: Economist Intelligence Unit survey, August 2007.

says Julia Cleverdon, chief executive of Business in
the Community, a leading corporate membership
organisation. “That suddenly got really impressive
senior people to treat this as a serious issue.”

The survey results support this view. The
biggest group of respondents (49%) identified
the setting of specific environmental guidelines as
the most prominent sustainability activity in their
organisations, while the majority (83%) identified
environmentalimpact as the most prominentissue for
their organisation.

The focus on climate change is reflected in the
content of corporate responsibility reports. Inits
twice-yearly survey of these reports, SustainAbility
found that climate change was the only issue covered
by the majority of companies in their reporting. “It
is the only thing that spans across all sectors,” says
Seb Beloe. “Climate change has become a synonym
for sustainability in some people’s minds, so that
inevitably rises to the top of the pile.”
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Top-down responsibility

fthe corporate sectoris becoming more adept at

identifying the specific risks and opportunities

associated with sustainability, itis also
recognising that strong leadership is needed to
address theseissues and drive appropriate strategies
throughout management and operations.

Leadership of this field is changing. Whereas five
years ago responsibility for sustainability resided with
everyone from the head of PR to the health and safety
officer or the head of community relations, today
companies increasingly have a head of corporate
responsibility or chief sustainability officer.

In this survey only 7% of respondents said that
the person responsible for sustainability was a PR
executive, with only 3% indicating that the individual

What position does the person responsible for sustainability
in your company hold?
(% respondents)

No one in our organisation has specific responsibility for sustainability

Chairman or CEQ
[, 21
Dedicated sustainability/CSR officer
I, 1
Head of sustainability unit
I s

Communications officer or PR executive
I

Head of another business unit
I 5

Director of public affairs

I :

Health and safety officer

I :

Head of philanthropy

H:

Other

I

Don’t know

I 2

Source: Economist Intelligence Unit survey, August 2007.
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was the health and safety officer and 1% identifying
the head of philanthropy as the person with this role.

However, our research also indicates that many
companies still lack leadership in this area. The
largest group of respondents (25%) said that no one
in their organisation held specific responsibility for
sustainability.

For those firms that do have a senior executive
leading the charge, respondents acknowledge that
theyinteract far more with their C-level peers than
less senior managers—75% of senior respondents
had collaborated with that person, compared with
just 31% of junior executives. Although to some
degree this is to be expected, it suggests that contact
with the executives responsible forimplementing
sustainability drops off lower down the corporate
hierarchy.

For organisations that have an individual
overseeing their sustainability strategies, that person
is often the chairman or chief executive (21%), with a
smaller group (14%) having a dedicated sustainability
or corporate responsibility officer.

At Unilever a senior executive heads the group’s
corporate responsibility strategy: Gavin Neath,
country manager of Unilever UK. “Historically this
has been managed at a pretty senior levelin this
company,” says Mr Neath. “And because your overall
corporate reputation can be so easily tarnished by
doing things wrong or thoughtlessly, that becomes a
board issue.”

When in 2006 Marks & Spencer, a food and clothing
retailer, launched its Plan A—a set of commitments
on environmental, social and ethical standards—it
replaced its corporate social responsibility committee
with one chaired by the company’s chief executive,
Stuart Rose, called “How we do business”.



Have you ever collaborated or interacted directly with the
person responsible for sustainability in your company?
(% respondents)

Allrespondent:

P

t

0

Yes 55

No 45

C-level executives
Yes 75

No 25

Junior managers
Yes 31

No 69

00

Source: Economist Intelligence Unit survey, August 2007.

“It's extremely important to have a supportive
senior management,” says Ms Grezo. At Vodafone, she
explains, theindividual with ultimate responsibility
for sustainability efforts is the chief executive, Arun
Sarin. An executive committee reports to Simon Lewis,
group corporate affairs director, and at group level
thereis a corporate responsibility team in each of
Vodafone’s operating companies.

Although the sustainability officer may initiate
and implement strategies, without active support
from senior management their programmes will fail
to become embedded in the company’s operations.
“While the entry point to a company is often through
a sustainability person, rarely do they have the
decision-making power to change practices,” says
SustainAbility’s Mr Beloe.

Thereis a danger, too, that even if companies
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have strengthened their leadership in this area, if
the corporate responsibility function becomes a silo,
actinginisolation within the organisation, there will
be little evidence of change.

“We're creating a rod for our own back in making
sustainability a separate issue,” says David Grayson,
director of the Doughty Centre for Corporate
Responsibility at Cranfield School of Management
and former joint managing director of Business in the
Community.

The companies that are most successfully driving
sustainability throughout their organisations tend
to draw their leadership in this area not just from
a separate corporate responsibility unit, but also
from the functional areas—whether compliance,
human resources, research and development (R&D)
or supply chain management—that are most closely
linked to the specific ethical, social or environmental
challenges they face.

Mr Beloe sees this reflected in the way that non-
governmental organisations (NGOs) and activists
want to interact with companies. “Increasingly, NGOs
are notinterested in engaging with the sustainability
person,” he says. “They want to talk to the strategy
director or the personin charge of a particular product
or business line.”

At the same time, companies are trying to strike
a balance between the championing of corporate
responsibility at senior level and the need to give local
business units the flexibility to develop their own
programmes.

“Our roleis to facilitate others and that’s how
you get [sustainability] embedded as part of the
business” says Rob Challis, global head of corporate
responsibility at Man Group, an investment
firm. “There has to be an element of leadership,
example and handover, but we're finding there are
different cultural requirements depending on the
geographies.”

In many companies, the corporate responsibility
strategy is agreed by the executive committee and

© The Economist Intelligence Unit 2007 7
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Diversity as sustainability

While many sustainability strategies focus
on the externalimpact of a business on

the environment or on the communities in
which it operates, companies are also look-
inginwards at their own organisations to
create a diverse workforce. In the Economist
Intelligence Unit’s survey, 39% of respond-
ents identified workforce diversity and
inclusion as one of the sustainability issues
embraced by their organisation.

“A big area for Lloyds TSB is how we look
at diversity generally,” says Mike Fairey, the
bank’s deputy group chief executive. “In
that context, we splititinto how we develop
our women through the organisation and
provide equal opportunities for female
employees, and how we [address issues like]
ethnicity, disability and sexual orientation.”

Companies have recognised the
business benefits of promoting a more
diverse workforce. For consumer-facing
companies, for example, being able to tap

SO ’ Sustainability in the British workplace

into the languages and lifestyles of the UK’s
increasingly multicultural society means
they can develop goods and services that
more closely meet customer expectations.

Julia Cleverdon, chief executive of
Business in the Community, a corporate
membership organisation, cites research
conducted by a consultancy, Catalyst, which
found that companies with more women in
senior positions delivered a better financial
performance. “Our Opportunity Now
campaign team [which promotes gender
equality in the workplace] was impressed
with these results as they confirm our recent
research in the UK. That's the latest bottom
line,” she says. “All of this is beginning to
put the screws on some of the companies
that haven't taken the genderissue
seriously.”

Moreover, an ageing workforce, coupled
with the advent of age-discrimination
legislation in the EU, means that companies
need to find ways of ensuring older
workers have a role to play in the business.
Promoting age diversity also is good for
business. B&Q, a do-it-yourself (DIY)

retailer, has found that having older people
inits workforce increases sales and customer
loyalty, since older people are seen as
having some knowledge of DIY, which means
that customers are comfortable asking their
advice.

However, if the case for a diverse
workforce is compelling, the means of
delivering it are less obvious. Although
many companies in certain industries are
introducing policies such as flexible working
for employees with children, big cultural
shifts are also needed in order to transform
the working environment, particularly at
seniorand boardroom level.

“It’s about looking at definitions of high
potential that don’t exclude populations
within the organisation,” says Lesley Uren,
chief executive of Jackson Samuel, a UK-
based talent-management firm. “Now,
these things are heavily scrutinised to
make identification programmes that are
inclusive. But some companies are better
atitthan others—some of the boardrooms
Igointo are still frighteningly white, male,
Anglo-Saxon.”

devolved down to local operating companies. KPMG,
an auditing firm, has a central team implementing its
corporate responsibility strategy nationally, while local
forums have been established in each office to lead
community investment and environmental initiatives.
Unilever’s approach is similar. “We are now
recognising that to really integrate this into the day-
to-day activity of the business we have to get this on
the agenda of our brands,” says Mr Neath. In the past
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few years Unilever has, he says, made efforts to get
its brands to build sustainability issues into their way
of doing business, as they would with marketing or
research efforts.

“Becausein the end, we're a branded consumer-
goods business,” he says. “And if you want things to
happen inside the company, they have to be on the
innovation, R&D and development agenda of our
brands.”



Culture counts

nce companies have established sustainability

as part of the corporate hierarchy, the next

challenge s to drive through the organisation
a culture in which social and environmental
responsibility and ethical behaviour are brought to
bear on all commercial activities.

Our research indicates that, for many UK
companies, the induction course and training
delivered to employees is seen as a powerful
toolin this respect. Almost one-half (46%) of
respondents said that the induction course was used
by their company to instil a culture of sustainability
throughout the organisation, while 35% said that
training for existing employees was utilised.

Some companies are looking more innovatively
at staff participation in sustainability strategies. To
engage employees in the company’s carbon-reduction
programme, Man Group runs interactive workshops

Which of the following does your organisation do to instill a
culture of sustainability amongst its workforce?
(% respondents)

Induction programme for new employees
I 16
Corporate mission statement
I
Training programmes for existing employees
35

A sustainability guide for employees

33
An annual sustainability report for shareholders and customers

33
A specific task force dedicated to promoting sustainable practices
I, 28
Aninternal newsletter that gives regular updates on sustainable issues
I, > 8
Consult on new sustainability initiatives internally, before announcing it externally
. ul
A specific website dedicated to sustainability

[ > 1

Source: Economist Intelligence Unit survey, August 2007.
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held during lunchtimes in which climate science is
demonstrated and staff are shown how to go about
reducing energy consumption in their day-to-day
activities.

“The challengeis engaging people,” says Man
Group’s Mr Challis. “You can create policies telling
people to switch off computers—or you can engage
them by saying: ‘Here are good reasons why you might
want to switch your computer off in the evenings’.”

In addition, the company subsidises the cost of its
employees offsetting their personal emissions. For
example, environmental assessments of their homes
are available at a wholesale cost. Mr Challis believes
that this kind of initiative does a lot to raise awareness
of theimportance of workplace sustainability among
staff. More than 20% of the company’s global
workforce has so far participated. “And we've had
between 98% and 100% positive response to all
aspects of the programme,” says Mr Challis.

For some companies, a prominent part of
the strategy is engaging staff in community or
volunteering programmes. At Rolls-Royce, an

Does your company have a scheme in place that allows you
time off from work to do community service or pro bono work,
either on an annual basis or over a defined period of years?
(% respondents)

No
I — 51

Yes, there is provision for up to a day for such activities
I, 20

Yes, there is provision for up to a week for such activities
20

Yes, there is provision for up to a month for such activities
I

Yes, there is provision for up to three months for such activities
| B

Yes, there is provision for three months or more for such activities

| P

Source: Economist Intelligence Unit survey, August 2007.
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engineering firm, programmes such as “Enthusiasm”—
a community youth-work group—serve an additional
purpose: training staff. The company even refers to
these activities as “employee development through
community involvement”.

Data from Volunteering England, an organisation
that promotes improvements in the impact and
accessibility of volunteering, points to the benefits
for companies of community schemes. According to
the organisation, six out of ten volunteers say that the
activities give them an opportunity to learn new skills.

However, our research suggests that volunteering
or community investment programmes are not
presentin all companies. More than one-half of
respondents (51%) said that their company did not
have any scheme allowing them to take time off to do
community service or pro bono work.

Management has long been a powerful tool
through which to engage staffin corporate strategies,
whether these be new sales strategies or cost-cutting
initiatives. Sustainability, too, is something on which
some companies are starting to measure employee

10

Communicating internally

Companies have done much to broadcast
their sustainability credentials to custom-
ers and investors, but for many companies
internal communication remains an after-
thought, barely extending beyond the pub-
lic proclamations of corporate values. In the
Economist Intelligence Unit's survey, only
21% of respondents said that their company
had consulted them before announcing a
sustainability initiative externally.
Moreover, a large proportion of
respondents (42%) said that the corporate
mission statement was what their
organisation used to create a culture of
sustainability. A smaller group said that the
annual sustainability report for customers
and shareholders (33%) was used as a tool
in this respect, while 28% identified internal
newsletters and 21% a company website.
Some organisations do seeinternal
marketing campaigns as an important
way of engaging staff in the company’s
sustainability agenda. “It starts with the
values,” says Adrian Hosford, director of
corporate responsibility at BT, a networked
IT services company. “And you've got checks

and balances. But then communicate like
crazy.”

One of the ways the company does
thisis through aninteractive game for
staff called the Better Business Game.

The game presents a series of social and
environmental dilemmas that players must
manage while keeping an eye on company
profitability.

Anotherinnovative scheme is the carbon
credit card launched in 2006 by British Sky
Broadcasting. Anintranet helps employees
to manage their activities at work and at
homein an environmentally friendly way,
while the carbon credit card acts as a reward
scheme, with points awarded for different
activities or for submitting ideas on how
the company can improve its environmental
performance.

However, many companies are only just
waking up to the need to communicate
with staff in this way. “Historically,
internal engagement on any sustainability
subject has been appalling,” says Solitaire
Townsend, managing director of Futerra,
the sustainability communications firm
that developed BT’s Better Business Game.
“They assume staff know about their
sustainability positioning and rarely is any
measurement done.”

© The Economist Intelligence Unit 2007

She argues that companies are focusing
their time and resources on external
communications, while employees are in
fact their most important partners when
implementing sustainability initiatives.
Moreover, executives may have their own,
well-formed views about subjects such as
the environment and human rights.

“This is a specificaudience that
should be treated with the same level of
professionalism as any other audience,”
she says. “There’s no way a company would
go out to a set of opinion formers without
market research, tailored messages and
a suitable budget. That's lesson 101 of
communications—and even those basics
don'tgetapplied tointernal audiences.”

Research indicates that the internal
audience is an important one, with
employees being seen as having great
influence on corporate sustainability
agendas. In a recent survey conducted
by consultancy firm McKinsey?, almost
one-half of the chief executives polled
identified employees as the stakeholders
having the greatest impact on the wayin
which a company manages its social and
environmental expectations.

1. Shaping the New Rules of Competition: UN Global Compact
Participant Mirror, McKinsey & Company, July 2007



performance.

However, our research shows that many
organisations are not yet using performance
management as a staff-engagement tool. An
overwhelming majority of respondents (91%) said
that their remuneration was not dependent on hitting
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certain sustainability targets within their role, while
75% had not been given any specific sustainability
goals to achieve as part of theirindividual or team
responsibilities. Moreover, only 22% of executives
said that their company had ever consulted them on
interpreting sustainability in the context of their job.

© The Economist Intelligence Unit 2007
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The citizen employee

necdotal evidence suggests that a strong

business case for embracing sustainability

is the need to attract and retain top talent.
Companies point to a new generation of employees
who want to work for companies that they see as
responsible members of society.

“If you just look at graduate expectations about the
businesses they will go and work for, they are more
strident, picky and knowledgeable,” says Business
in the Community’s Ms Cleverdon. “They’re asking
more questions about how businesses manage their
impact on society in the workplace, environment and
community than ever before.”

When it comes to retaining staff, many believe that
a company'’s reputation for social and environmental
responsibility is a powerful motivational tool.
“Everyone wants to strive for improvement,” says Kai
Peters, chief executive of Ashridge Business School.
“So brand-building, saving money and saving the

planet by improving manufacturing is really exciting
for employees. And it’s very motivating if they feel their
employeris supporting them and leading the way.”

Yet our survey results indicate that, when it
comes to what people consider when looking for
ajob, the salary and scope of a position is still the
main attraction. Respondents cited the three most
important factors when considering a new position to
be the scope of the role (95%), remuneration (78%)
and working atmosphere (73%). Only 21% cited the
company’s reputation for sustainability as being a
very important factor in their choice of employer.

However, when little difference exists between
the salary and benefits being offered by different
companies, performance on sustainability may be the
deal-breaker for potential recruits. “Invariably the
topicis always pay and opportunity,” says Lloyds TSB’s
Mr Fairey. “But Ifind that environmentalissues and
corporate responsibility then come close by, whereas

If you were considering a role at a new company, how important would each of the following factors be in making your decision?

Rate on a scale from 1 to 3.
(% respondents)

The scope of the role

1=Veryimportant lll 2=Moderately important Il 3=Notimportant

Remuneration

Working atmosphere

Location

Benefits package (eg, healthcare)

50

Company’s brand name and reputation
46

Training and development opportunities
44

Company's reputation for sustainability
21

Source: Economist Intelligence Unit survey, August 2007.
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78 21

73 26

67 29

54



Back to school

Oneindication of the growing interest of
employees in the sustainability credentials
of their employers is the emerging demand
on business school campuses for course
materials thatincorporate social or environ-
mental topics.

Since 1998, the biennial Beyond Grey
Pinstripes awards have tracked MBA
programmes thatincorporate social
and environmentalissues into research
projects and curricula. Its most recent
ranking in 2005 found that, among
participating schools, the number requiring
students to take one or more courses in
ethics, corporate social responsibility,
sustainability, or business and society had
risen to 54%, up from 45% in 2003 and 34%
in 2001.

In the UK, business schools are beefing
up the sustainability content of their
MBA programmes. At Cranfield School
of Management, David Grayson, former
joint managing director of Business in
the Community (a corporate membership
organisation), is leading the plan of the
newly established Doughty Centre for
Corporate Responsibility to weave corporate
responsibility and sustainability topics into
the core courses of the MBA programme.

Sustainability in the British workplace

At Oxford University’s Said Business
School, the one-year MBA programme will
include a new course, “Tomorrow’s leaders:
twenty-first century challenges”, part of
which will consist of a two-day conference
addressing topics such as energy security
and climate change.

The MBA programme at Ashridge
Business School has a compulsory two-week
module thatis designed to help managers
to integrate corporate responsibility into
their organisations, while Warwick Business
School has a Corporate Citizenship Unit
andincludes in its MBA course content
topics such as community investment,
human rights, corporate governance,
environmental policy and practice, and
responsible supply chain management.

Even the UN is weighing in on the debate.
The UN Global Compact Leaders Summitin
Geneva, Switzerland, in July 2007 saw the
launch of six “Principles for Responsible
Business Education”. The principles are
designed to bring sustainability topics into
management education.

Among theinstitutions that have helped
to draft the principles are the British
Academy of Management, the European
Foundation for Management Development
and the European Academy of Business in
Society, as well as US-based institutions
such as the Academy of Management and the

years ago they wouldn’t have gone on the same page.”
Moreover, as the range of activities carried out

by companies broadens to address areas such as

improving environmental protection or labour

standards in developing countries, graduates who

once might only have considered working in the non-

Action or Aspiration? RS

Association to Advance Collegiate Schools
of Business.

Theideais that, through research,
teaching and curriculum development,
business schools will act as a catalyst for
sustainability by teaching the corporate
leaders of the future what it takes to run a
business responsibly. Participating schools
have also pledged to facilitate dialogue
between educators, business, government,
media and civil society on issues relating to
social and environmental sustainability.

However, much of the pressure to bring
more coursework focusing on sustainability
into MBA programmes is coming from the
students themselves. This is reflected in
the growth of on-campus groups such as
Net Impact, a US-based network of more
than 7,000 MBA students and young
professionals. Net Impact has expanded into
the UK, with chapters atinstitutions such
as Nottingham University Business School,
London Business School and Manchester
Business School.

“You just have to look at the growth of
groups like Net Impact or the interest that
the member companies of Business in the
Community are reporting to see that young
graduates are asking all sorts of questions
about ethicalissues and what companies’
stance is on climate change and a whole
range of issues,” says Mr Grayson.

profit sector now realise that, in the private sector,
they can make a difference while also making money.

“For some, the mating call of the Porsche will win
out,” says Mr Grayson. “But a significant proportion of
people—and this s different to the past generation—
don‘t think they have to make a trade-off.”

© The Economist Intelligence Unit 2007
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Conclusion

his research indicates that many companies

are becoming more sophisticated in their

interpretation of sustainability, and are moving
away from mere rhetoric and public pronouncements
with business initiatives that address issues such
as climate change and poor labour standards in the
developing world.

However, itis clear that a gap remains between
what companies claim they are achieving in terms of
managing their social and environmental impacts
and the extent to which most executives feel involved
in these activities. Only 22% of respondents to our
survey rated as “significant” their company’s internal
efforts on sustainability versus its public commitment.

The business case for companies to address social,
environmental and ethicalissues is becoming more
compelling, with the private sector recognising the
risks, such as potential damage to their reputation
and brands, as well as the opportunities, such as the
ability to compete when it comes to attracting and
retaining top talent and the potential to make product

© The Economist Intelligence Unit 2007

and process improvements.

Senior executives have accepted the need to
champion sustainability strategies, and in certain
functional areas, such as supply chain management
and R&D, social and environmental concerns are
wellintegrated into operational thinking. Yet on
a broader level companies still struggle to engage
staff, and internal communications and performance
management on sustainability remain weak.

Companies therefore need to devise programmes
and strategies that do more to engage staffin
sustainability through their day-to-day activities. As
the public becomes betterinformed about and more
interested in the ethical, social and environmental
behaviour of the corporate sector, performance on
sustainability will be not only what gives companies a
competitive advantage but will also become the lens
through which consumers, employees and investors
judge companies’ brand reputation and potential for
continued profitability.



Appendix

Appendix: Survey results
Action or Aspiration?
Sustainability in the British workplace

InJuly and August 2007, The Economist Intelligence Unit surveyed 194 senior executives in the UK. Our sincere
thanks go to all those who took partin the survey. Please note that not all answers add up to 100%, because of
rounding or because respondents were able to provide multiple answers to some questions.

Which of the following issues do you believe the term
“sustainability” encompasses, in the context of your
organisation? Select all that apply.

(% respondents)

Environmental impact
[, 23

Ethical corporate behaviour/corporate values
67

Carbon footprint
I 63
The long term financial health/competitiveness of an organisation
58

Product responsibility

53
Regulatory compliance

53
Socialimpact
I, 53
Good governance
I 7
Community relations
I 5
Workforce diversity and inclusion
[, 39
The principle of continuous improvement
I 33
Health and safety guidelines
[, 32
A commitment to best practice
[, 32
Transparent financial reporting
[, 31
Recruitment guidelines
I 27
Other
| K

Does your company produce a sustainability or corporate
responsibility report—and approximately how long has it
produced this for?

(% respondents)

Yes - since 2005 10

Yes - since between
2000 and 2004 28

Yes - since between
1995 and 1999 7

Yes - since between
1990and 1994 2 ————————— 0y,
———

Yes - since between
1985and 1989 1

Yes - since between
1980 and 1984 0

Yes - since before 1980 2

No 35

Is currently being developed 17

© The Economist Intelligence Unit 2007
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16

How would you rate your company’s public commitment to sustainability versus the actual effort it makes within the
organisation, in terms of the efforts it makes? Rate on a scale from 1 to 5

(% respondents)

1=Noeffortatall [llll 2 B 3-Moderate effort [ 4 I 5=Significant effort I

Public commitment to sustainability (eg, through marketing, PR, speeches)
16 8

Actual effort made internally
9 13

35 23 19

35 21 22

In your view, to what extent is your company’s commitment to sustainable practices embedded within each of the following operations?
Rate on a scale from 1 to 3, where 1=Firmly embedded, 2=Moderately embedded and 3=Not embedded.

(% respondents)

Investor/public relations

34

Human resources

22
Manufacturing / production

22
Sales and marketing

21
Procurement
16
Supply chain
16

Downstream suppliers and their supply chains

What are the most prominent sustainability activities in your
company? Select up to three.
(% respondents)

Environmental guidelines
N 9
PR, marketing, speeches, mission statement
I, 37
Engagement in community investment projects
34

Corporate charitable donations
I 31
Employee volunteering

29
Ethical trading/sourcing guidelines

25

Publication of corporate responsibility report
[ 2
Supplier code of conduct
[ 17
Other

6

© The Economist Intelligence Unit 2007

1 Firmly embedded 2 Moderately embedded M3 Not embedded [ Don’t know

39 16 11

46 24 8

30 20 28
47 21 11

53 21 10

46 23 15

Which of the following sets of individuals or groups do you
believe works hardest to raise sustainability issues on your
company'’s corporate agenda? Select the top two.

(% respondents)

Management staff
I 53
Board of directors
I 3
Non-management staff
I 3.2
Marketing/external communications
[ 26

External activists/NGOs

[ 13

HR department

I 12

Shareholders

I s

TV, radio or print journalists

. 4

Independent bloggers

W2

Other

| K



To what extent do you agree or disagree with the following statements?
(% respondents)

There is a disconnect between perceived sustainability efforts our company makes and internal reality

5 32

Appendix: Survey results
Action or Aspiration?
Sustainability in the British workplace

Strongly agree Il Agree Il Neutral B Disagree I  Strongly disagree [

Our organisation's sustainability efforts are primarily driven by staff at the grassroots, not senior management

5 20 24

Our sustainability efforts mostly centre on communication, rather than actual change
3 22 25

40 10

Sustainability efforts are only made in markets where it is perceived to have an impact on our customers’ perceptions of our firm

How good do you believe your organisation is at each of the following?
Rate on a scale from 1 to 3, where 1=Above average and 3=Below average.
(% respondents)

1=Above average lll  2=Average [l

Compliance with legislation

57

Promoting ethical labour practices
43

Ensuring diversity in the workforce
37

Reducing its environmental impact
32

Delivering more environmentally-friendly products/services
25

Switching to renewable resources
18

3=Below average Il  Don’tknow M  Notapplicable

38 312

=y

I
o
00
N
=3

IS
N
=
w
)
N

45 19 3

N

17 4 16

30 8 2

What position does the person responsible for sustainability
in your company hold?
(% respondents)

No one in our organisation has specific responsibility for sustainability
25
Chairman or CEO
I, 21
Dedicated sustainability/CSR officer
14
Head of sustainability unit
I 3
Communications officer or PR executive
I
Head of another business unit
I >
Director of public affairs
I 3
Health and safety officer
I 3
Head of philanthropy
| K
Other
I
Don’t know

I

Have you ever collaborated or interacted directly with the
person responsible for sustainability in your company?
(% respondents)

Yes 55

No 45

© The Economist Intelligence Unit 2007
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Does the person responsible for sustainability in your
company report to the board?
(% respondents)

Yes 65

No 35

In which of the following has your organisation’s
sustainability efforts had the most impact? Select the top two.
(% respondents)

Brand value
I, 50
Media/investor relations
I 39
Ability to secure contracts/licences
[, 28

Ability to recruit staff

I 18

Ability to retain staff

[ 17

Profitability

[ 16

Revenue

[ H

Would you consider yourself to be proud of the sustainability
efforts that your organisation makes?
(% respondents)

Yes 62

No 38

© The Economist Intelligence Unit 2007

Which of the following does your organisation do to instill a
culture of sustainability amongst its workforce?

Select all that apply.

(% respondents)

Induction programme for new employees
I 6
Corporate mission statement
I >
Training programmes for existing employees
35

A sustainability guide for employees

33
An annual sustainability report for shareholders and customers
I 33
A specific task force dedicated to promoting sustainable practices
I 2
Aninternal newsletter that gives regular updates on sustainable issues
I 23
Consult on new sustainability initiatives internally, before announcing it externally
[, > 1
A specific website dedicated to sustainability

[ > 1

Have you or your team been given any specific sustainability
goals to achieve, as part of your overall responsibilities?
(% respondents)

Yes 26

No 75

Is any aspect of your remuneration dependent on you hitting
certain sustainability targets within your role?
(% respondents)

Yes 9

No 91
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Has your company ever consulted with you on any of the following?

(% respondents) H .
Yes No

How to interpret sustainability in the context of your job
22 78

What changes you could make in your business unit or department to improve its sustainability
42 58

Whether or not you would wish to be involved in any sustainability initiatives
40 60

What aspects of sustainability you feel are most important

Where sustainability could lead to new products or services
36 64

When deciding to partner or collaborate with a third party company, how important are the following attributes when making a
decision about whom to partner with? Rate on a scale from 1 to 3.
% respondents)

—~

1=Veryimportant lll 2=Moderately important Il 3=Notimportant Il

@
=
Y
>
a
=
@
h=}
=
=
o
(=2
o
>
o
[~

A 29

Appropriate mix of products/services

61 33 6
Contacts/relationships within a particular market/territory
59 33 7
Financial strength
Ability to innovate
38 54 18
Similar corporate culture
38 45 8
Commitment to sustainable practices
22 44 35
Does your company have a scheme in place that allows you Have you ever taken part in such a scheme?
time off from work to do community service or pro bono work, (% respondents)
either on an annual basis or over a defined period of years?
(% respondents)
No
I 51
Yes, there is provision for up to a day for such activities Yes 27
[ 20
No 73
Yes, there is provision for up to a week for such activities
[ 20
Yes, there is provision for up to a month for such activities
I
Yes, there is provision for up to three months for such activities
| P
Yes, there is provision for three months or more for such activities
H:
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If you were considering a role at a new company, how important would each of the following factors be in making your decision?
Rate on a scale from 1 to 3.

% respondents
(% resp ) 1=Veryimportant lll 2=Moderately important [l 3=Notimportant I

The scope of the role

Remuneration
78 211
Working atmosphere
73 26 1
Location
67 29 4
Benefits package (eg, healthcare)
) 45 5
Company'’s brand name and reputation
46 49 5
Training and development opportunities
44 48 8
Company’s reputation for sustainability
21 54 25
Which is your age group? What are your company’s annual global revenues in US dollars?

(% respondents) (% respondents)

18-25 0

26-3533 ——— $500m or less 30 ——
36-45 31 —— $500m to $1bn 12
46-55 26— $1bnto $5bn 13

56-65 9 —————————— $5bn to $10bn 8

Older than 65 1 $10bn or more 37
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Where is your organisation headquartered?
(% respondents)

United Kingdom
1, 65
United States of America

I 11

France

I

Germany

]
Switzerland
K]
Netherlands
]
Bermuda

I
Bosnia-Herzegovina
I

India

[}

Japan

[ B

Belgium

|

Canada

I

Cayman Islands
[ B

French Polynesia
I:

Hong Kong
[ |

Ireland

I
Luxembourg
I

Monaco

I

Norway

[

Saudi Arabia
I

Appendix: Survey results
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Sustainability in the British workplace

What is your primary industry?
(% respondents)

Financial services
1 2 6
Professional services

I 11

IT and technology

I 10

Energy and natural resources
9

Consumer goods

I s

Government/Public sector

I

Healthcare, pharmaceuticals and biotechnology
I

Entertainment, media and publishing
4

Manufacturing
I
Transportation, travel and tourism
I

Construction and real estate
I
Telecommunications
I :
Aerospace/Defence

|}

Chemicals

|

Education

. >

Logistics and distribution
. -

Agriculture and agribusiness
M

Automotive

N

Retailing

H:
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What is your title? What are your main functional roles?
(% respondents) Please choose no more than three functions.

% respondents
Manager ( oresp )

N, 2+ General management
CEO/President/Managing director I — 31

22

16 Strategy and business development
Head of Department 1, 36
I 16 Marketing and sales
SVP/VP/Director [, 26
I 13 Finance
CFO/Treasurer/Comptroller I 25
I Risk
Head of Business Unit I 16
I 5 T
Other C-level executive I 12
I Information and research
Board member I 10
LK Operations and production
C10/Technology director I
K Customer service
Other I '
I R&D
I
Human resources
I
Legal
I -
Supply-chain management
K
Procurement
K
Other
I
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Whilst every effort has been taken to verify the accuracy
of thisinformation, neither The Economist Intelligence
Unit Ltd. nor the sponsor of this report can accept any
responsibility or liability for reliance by any person on
this white paper or any of the information, opinions or
conclusions set outin the white paper.
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