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“Energy security and climate change are right at the top of the policy pricrity list for
the CBI, and will remain there over the long run.” Richard Lambert, the
organisation’s director-general, said. “Stuff happens in palitics to distract the focus
of attention. but we know that the scale of this challenge must make it a business
priority for the next 30 years.”




Current industry opinion — CSRis [
key to business success |

“We're convinced that to sustain our success in the long term we must offer
exceptional products, service and store experiences in a way that reflects our
customers’ and stakeholders’ expectations that Marks & Spencer is amongst
the leaders in managing environmental and social issues.”

- Stuart Rose, May 2008

“If we can spend the early decades of the 21st century finding approaches that
meet the needs of the poor in ways that generate profits and recognition for
business, we will have found a sustainable way to reduce poverty in the world.”

- Bill Gates, World Economic Forum, January 2008

"We have never used the term CSR and do not advocate that strategy of
parceling it up and hiving it off as a specific activity with its little office. We are
Interested in CR, corporate responsibility, which is essentially about running
the whole of our business in a responsible way."

- BP spokesman, March 2008
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No longer just a niche market

Wal-Mart and Nike are now Starbucks is the the largest
the largest purchasers of purchaser, roaster and distributor
organic cotton of Fair Trade certified coffee in

North America

CERTIFIED




It's the law!

mandatory reporting requirements for CSR

The UK Companies Act (2006) states that companies should consider the
environmental and social interests of wider stakeholder groups as these
have a material impact on long term shareholder value

The Draft UK Climate Change Bill includes a proposal that listed companies
will have to include information on their CO2 emissions in their business
review

The Netherlands, France, South Africa, Sweden, Denmark also now have
some form of mandatory CSR reporting requirements




Sustainable CSR can’t just be PR —
there is a cost to getting it wrong!

» The Advertising Standards Agency (ASA) upheld complaints against
Shell's 'green’ advert, which misrepresented the environmental
impact of the oil company's activities

e 2007 - the ASA received 561 complaints about environmental claims
in 410 adverts, compared with just 117 complaints about 83 adverts
in 2006 — a more than fourfold increase

» Other companies recently censured by the ASA for “greenwash”
include Suzuki, Shell, Ryanair and Toyota




Financial CSR benefits — cost

efficiency

Qil >$140/barrel

Commodities prices
rising
exponentially

Energy efficiency
iIncreasingly crucial for every
business

Reducing raw materials
and waste is crucial




Reputational risks won’t go away




Integrated CSR — material payoffs

Minimise Maximise
Process/product innovation Risk Opportunity

Increased market opportunities and
revenues

Reduced operating costs and waste

Improved reputation and customer
satisfaction

Positive stakeholder relationships
Employee satisfaction

....these factors still ring true in a
recession. Spending may be affected,
thinking won't




Growing socially responsible
iInvestment (SRI)

United Nations Principles of
Responsible Investment (UNPRI):
Initiative now approaching US$13
trillion in assets under
management

Broad European SRI market now
estimated to be upto 1 trillion
and representing 10-15% of total
European funds under
management, representing a
36% growth since 2002.

Companies on an ethical list compiled by Goldman Sachs outperformed the
MSCI World Index by an average of 25%, with 72% of companies
outperforming their sector peers. (Goldman Sachs, June 2007)
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Conclusions

 CSRiis a proxy for good management - a company that is well run,
managing its environmental and social impact, is more efficient, better at
managing risk and may even outperform others in a recession

* The immediate need for businesses to address climate change and
emerging legislation will continue to pull CSR from the periphery into the
mainstream, regardless of an economic downturn

A downturn is unlikely to negatively impact companies’ current CSR
commitments, given that they have spent a lot of money building trust and
will be unwilling to lose their established competitive edge

« Companies have discovered the hard way that reputation can be damaged
if malpractice is exposed (increasingly likely in the internet age)

 CSR projects with no obvious benefit for the business may be dropped but
companies with integrated CSR are unlikely to change
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The Sustainable Business Model
makes sense in good times and bad.
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