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Climate change is a concern for international organisations, national
governments, businesses, nongovernmental organisations and individuals
all around the world. For example, according to a survey 86 % of Finnish
people say that climate change is the biggest environmental threat of our
time (Johansson et al. 2007). We live in a dilemma; on the one hand, we
call for rapid economic development and ever growing stock markets, but
on the other hand, we are increasingly concerned that the natural systems
we depend on may collapse — climate change being the most obvious and
acute of these threats.

During the past years, the role of business in climate change has
stirred a very lively debate, because business decisions can have a central
role in fighting against climate change. Scientists share the opinion that
for more than a century economic development has increasingly emitted
greenhouse gases to the extent that the entire planetary climate system is
changing. The public discussion and stakeholders” increasing interests in
related issues have pushed companies to take an active role in the process.
Although companies’ pro-activity is increasing, it is still relevant to ask
how to run a business in a sustainable way. Depending on the strategies,
goals and methods employed, businesses can have a positive or negative
impact on the natural environment and societal structures.

In this article, I will first describe the concept of sustainable develop-
ment as climate change is linked to one of the most evident sustainability
related challenges of our time. Thereafter, I will address the consequences
of climate change from the environmental, societal and economic point
of view and thus address the importance of responsible business from a
moral perspective; the main reasons for climate change can be derived
from economic activities. Thirdly, I will establish how companies can in
practice contribute to climate change and I will present a climate-responsible
operating mode. This operating mode involves three interrelated activi-
ties, which are delivering a company strategy, establishing a management
system and committing people through leadership. At the end, I will draw
conclusions based on the ideas presented.



Sustainable development can be seen as one of the fundamentals of
any society, and the failings in this respect can be costly both in nature
and human terms (Gore 2006). The most significant global development
trends and challenges of sustainable development are associated with
climate change, water resources, global poverty and inequality among
people as well as population growth. These global challenges also affect
Finland. Sustainable resolution of these challenges requires simultaneous
and mutually supportive short and long-term actions in all sectors of the
society at the global, regional and local levels. This is not possible unless
we have a common understanding of what sustainable development is
all about.

There have been a number of attempts to define sustainable development
(Pawlowski 2008; Zbigniew 2008; Senge et al. 2007; Kates et al. 2005).
Originally, it was defined in the so-called Brundtland Report (World
Commission on Environment and Development 1987) as a dynamic process
which "meets the needs of the present without compromising the ability of
[future generations to meet their own needs”. A virtue of this definition is its
concern for the future: we are not allowed to selfishly and carelessly only
focus on our own temporary profits, but our children and their offspring
should also have good living conditions. The Brundtland Report contains
two key concepts: the concepts of “needs,” in particular the essential needs
of the world’s poor, to which overriding priority should be given; and the
idea of using natural resources within their carrying capacity.

The definition of sustainable development given in the Brundtland
Report is still the most often quoted. However, that definition is an
ethical standard that has to be put into practice. One such attempt has
been made by the General Secretary of the Finnish National Commission
on Sustainable Development, Mr. Sauli Rouhinen. According to Mr.
Rouhinen, sustainable development means leaving the same economic,
social and ecological capitals that we currently have to the future genera-



tions. Sustainable development means that none of these capitals should
decrease but rather increase (Rouhinen 2008).

Ecological capital deals with the mechanism and conditions of natu-
ral life sustaining systems, how they can be maintained and how their
destruction can be prevented. It has to do with the connection between
human needs and nature’s capacity. In terms of climate change, this means
modest and energy-efficient use of raw materials and energy.

Social capital means meeting human needs within the limits set by
the conditions for ecological sustainability. It deals with the needs of the
poor and the rich (intra-generational equity) and the needs of the present
and those of the future generations (inter-generational equity) (Ryden
2007). Social capital also includes the challenges of cultural diversity.
Opverall, it is about human wellbeing and a good life for all. Although a
good life means different things to different people, there are certainly
basic needs and such values that all people share.

Economic capital takes into consideration ecological and social capi-
tal building, both from local and global perspectives and from a future
perspective. According to the sustainable capital building point of view,
in economic decision making environmental and social aspects should be
taken into account in accordance with what is considered just and within
the ideal of a good life. From that point of view, sustainable business is
not business-as-usual, but it is founded on a completely new set of values,
and thus it asks for a change in traditional business thinking where the
outcome is measured in purely (often short-term) economic revenues
(Rohweder 2004).

An essential feature in sustainable development is that ecological, social
and economic capital should not be treated as three separate entities. Instead,
they should be managed as integral parts of a larger whole. The process
of sustainable development needs an integrative mindset. An integrative
way to consider development activities and their effects enables win-win-
win opportunities in building sustainable societies and environments
(Virtanen & Rohweder 2008). A win-win-win situation means not only
management of nature and ecological conditions towards sustainability,
but also economic profit and the wellbeing of people. Therefore, rather
than seeing business as a barrier for ecological or social sustainability, it
should be seen as a vehicle for a better future.



In this chapter I will first present evidence about climate change
and what kind of effects it has on ecological, economic and social
sustainability. Thereafter, I will outline the reasons for climate
change and thus build the moral base for responsible business.

3.1 The impacts of climate change

Climate change is a practical mega challenge for integrating the
ecological, economic and social dimensions of sustainable development.
Scientists warned about climate change already 30 years ago. Only now,
as the impacts of climate change appear around the globe, it has received
major attention among all sectors in society. The media reports continu-
ously about melting glaciers, rising sea levels, changes of tree stand in
forests, storms, floods, lack of snow in the north and increasing droughts
in the south. The fact that the 10 warmest years globally since 1856 have
occurred in the last 15 years has been one of the most startling phenomena
for both political decision makers as well as for business managers and
citizens all around the western world.

In 2006, a World Bank expert team led by Sir Nicholas Stern published
a highly regarded report on climate change. According to the report,
unless no further actions are made, the average world temperature will
continue to rise creating unpredictable ecological, economic and social
risks (Stern 2006). According to the World Wildlife Foundation (WWF),
the temperature rise must stay well below 2°C in order to avoid dangerous
climate change.

The impacts of climate change are not evenly distributed — developing
countries will evidently suffer most. Developing countries have a geographi-
cal disadvantage as they are located in the warmest areas of the globe.
Many of these countries are already now struggling with their current



climate. Further warming will affect, for instance, the availability of water
and the productivity of agriculture, which is the most climate sensitive
of all economic sectors. Falling farm incomes will increase poverty and
reduce the ability of households to invest in a better future. Low income
levels make the adaptation to climate change particularly difficult.

Ecological impacts of climate change in developing countries will even
spill over national borders as rising sea levels and other climate-induced
changes will drive millions of people to migrate. For instance, more than
a fifth of Bangladesh would be under water with a one meter rise in sea
levels, which is a real possibility by the end of the century. Climate related
conflicts among people will also be serious risks in West Africa, the Nile
Basin and Central Asia (Stern 2006).

Climate change may have small positive effects for a few developed
countries. According to Stern’s report in higher latitude regions, such as
Canada, Russia and Scandinavia, a 2-3°C increase in temperature may
lead to benefits in the short term through higher agricultural yields,
lower heating costs and a possible increase in tourism. However, the short
term benefits from climate change in these areas will be counteracted
by increased costs of damages caused by storms, hurricanes, typhoons,
tloods, droughts and heat waves.

Developed countries in lower latitudes are more vulnerable to climate
change. To cite an example, water availability and crop yields in Southern
Europe are expected to decline by 20 % with a 2°C increase in global
temperatures. Regions where water is already scarce will face serious dif-
ficulties and growing costs. Heat waves, such as the one which Europe
suffered from during the summer of 2003, will increase. These weather
conditions have severe consequences: in Southern Europe 35,000 people died
during 2003 and the agricultural losses were $15 billion (Stern 2006).

3.2 Climate change as a man-made problem

Climate change and global warming is a man-made problem. The amount
of greenhouse gases in the atmosphere remained relatively constant before
pre-industrial times. Since then, the composition of the atmosphere has
changed, and the concentration of greenhouse gases has increased sub-
stantially. The most significant of the greenhouse gases is carbon dioxide
(CO,), accounting for over 80 % of global warming pollution. Around
97 % of the CO, emitted by western industrialized countries comes from
burning coal, oil and gas for energy (Stern 20006).



Industrialized countries are currently and historically the largest emitters
of CO, (Figure 1). Their per capita emissions are many times higher than
those of developing countries. Already now the countries with the lowest
gross domestic product (GDP) are suffering of the impacts of climate change
the most, and this trend will most probably continue. A low GDP level
makes adaptation to climate change difficult and investments in climate
friendly technology almost impossible. This increases the responsibility
of countries with a high GDP to initiate actions for reducing overall
emissions and to help the low income countries to implement climate
friendly technology. Industrialized nations have the technological and
financial potential to reduce emissions and thus contribute positively to
reduce the impact of climate change (Gore 20006).

As figure 1 indicates, regional shares of emissions produced between
developed and developing countries are changing as the consumption
in developing countries is increasing. However, it must not be forgotten

1973 and 2002 Regional Shares of C0, Emissions**

1973 2002
15 668 Mt of CO, 24 102 Mt of CO,

1973 2002
Non-OECD Europe 1,7% HEE 1,0%
Middle East 1,0% 3 4,5%
Bunkers* 3,7% [ 3,4%
OECD 65,9% [ 52,1%
Latin America 2,7% 1 3,5%
Africa 1,9% [ 3,1%
Asia*** 3,0% EE 9,4%
China 5,7% B 13,7%

Former USSR 14,4% [ 9,3%

* World includes international marine bunkers and aviation bunkers, which are shown together as Bunkers.

**  Calculated using IEA's Energy Balance Tables and the Revised 1996 IPCC Guidelines. CO, emissions are from
fuel combustion only.

*** Asia excludes China.

Figure 1. Regional shares of CO, emissions in 1973 and 2002 (Adapted from https//wwf//climate_change/
problems/, visited 15.6.2008).

WHY COMPANIES SHOULD TAKE CLIMATE CHANGE SERIOUSLY?




that a large amount of the products consumed in developed countries are
produced in developing countries.

The evidence according to Stern’s report shows that ignoring climate
change will eventually damage economic growth. In case actions are
not implemented in the upcoming decades, there will be risks of major
disruption to economic and social activities later in this century and the
next, on a scale similar to those associated with the economic depression
of the first half of the 20™ century (Stern 2006). The EU is committed to
decrease greenhouse gases by 20 %, to the level of the year 1990, by the
year 2020, and even more if other countries commit themselves to similar
reductions (Johansson et al. 2007). Turning down the growing trend in
CO; emissions of today’s levels is a major, but not impossible challenge.
Taking action to reduce emissions should be viewed as an investment. It
is a cost that needs to be paid now and in the coming decades (due to the
failures made during the past decades) to avoid the risks of very severe
economic, ecological and social consequences in the future.
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As presented in the previous chapter, climate change is mostly a result
of CO, emissions from economic activities of the past decades such as
from the use of natural resources and harmful emissions from industry.
Presently, as the consequences are evident, there seems to be for the first
time in the history of industrialization, a common understanding that
immediate actions on both the political and company level are needed
in order to safeguard the state of the environment and adequate living
conditions for future generations. Tackling climate change should be seen
as a pro-growth strategy for the longer term, and that it can be done in
a way that is desirable both for rich and poor countries. The concept of
responsible business has animated a lot of debate, climate change having
been the most often discussed example of the content and meaning of
it. In this chapter I will first address the concept of responsible business.
Thereafter, I will present five arguments to fight for climate change.

4.1 What is responsible business?

The following concepts are widely used in connection with responsible
business: corporate social responsibility, corporate responsibility, good
corporate citizenship, sustainable business and responsible management.
The concepts vary both in their appearance and their content (Dahlsrud
2008; Rouhinen 2008; Moon 2007; Vauhkonen 2007; Rohweder 2004).
All these definitions include reference to sustainable development in one
way or another. It is considered a good thing for companies to manifest
sustainable development, which many of them also do. As a result, there is
the danger that companies do it only for image-making purposes without
actually addressing the complex concept.

One way of defining responsible business is as follows: “Responsible
business is sustainable development on the organizational level” (Rohweder
2004). Thus, responsible business according to that definition contains the
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Responsible Business

Environmental Economical Social
Responsibility Responsibility Responsibility

Figure 2. The dimensions of responsible business.

same capital building dimensions as discussed eatlier. The dimensions of
responsible business are illustrated in figure 2. The principle aim is that
as a result of a company’s activities, economic and social capital should
increase and the ecological capital remains at least at the same level. Other
features of corporate responsibility are a time perspective and transparency
in all decision making and actions.

Environmental responsibility deals with production of environmen-
tally friendly goods and services. Environmental responsibility plays a
central role in companies’ commitment to climate change. The main
sources of climate change induced by companies are the use of materials
and energy (heating and electricity), waste, and logistic operations, such
as traveling, freight and transport. Figure 3 below illustrates KESKO’s
environmental impacts according to its Corporate Social Responsibility

Report (2007).

Kesko’s environmental impact
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o B o .-

WASTE WASTE | WASTE

ENVIRONMENTAL | l i
> i
[RAEACT Recovery Recovery Recovery «essas o

\

*)included in the impact assaciated with real estate

Landfill Landfill Landfill

ENVIRONMENTAL  Purchasing Warehousing Delivery Real estate’s impact Consumption's impact
IMPACT > transport's impact operations’ impact  transport's on climate change on climate change
on climate change on climate change impact on and acidification and acidification
and acidification®) climate change
: (N B *
H H
SUPPLY CHAIN > Purchasing Warehousing Delivery Real estate . Products,
transport transport \ packaging
//\ //\

slawnsuo)

Figure 3. KESKO's Environmental Impact (Corporate Social Responsibility Report, 2007).
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Social responsibility deals with aspects related to company personnel, such
as equality, wellbeing and the safety of working conditions. Additionally,
the safety of the services and products from the consumers’ point of view
are part of a company’s social responsibility.

In addition to promoting ecological or social sustainable development
through activities under the firm’s direct control, companies can also
carry indirect responsibility in ecological and social questions. Examples
of such activities are demanding high environmental performance from
suppliers or supporting conservation campaigns such as climate change
or rainforest conservation campaigns. From society’s point of view, a
company can act indirectly in a socially responsible way by, for example,
supporting campaigns which are of high importance for the wellbeing
of society. One example of indirect social responsibility is companies’
donations through Red Cross or other organizations to the victims of
natural catastrophes. Although indirect activities play an important role
from the ecological and social sustainability point of view, it is most
important that companies promote sustainable activities in their core
operations (Rohweder 2004).

According to the classic definition of a business organization’s respon-
sibility, companies exist to create a surplus of income over costs by meeting
the needs in the marketplace and thus contribute by sharing welfare
among its stakeholders. Interpreting economic responsibility within the
boundaries of what makes business sense within a relatively short time
span (2-5 years) is in accordance with the aforementioned traditional
definition. However, the idea of sustainable development stresses a longer
term approach to economic responsibility. When companies honestly
adhere to sustainable development, they integrate economic responsibility
into their activities in accordance with what is considered just from the
social and ecological perspective over a long term (Rohweder 2007). This
kind of responsible business calls for a new moral base. It is obvious that
companies need to reorient themselves in building a responsible strategy,
in responsible management systems as well as in responsible leadership
in order to successfully integrate all the dimensions of sustainability in
practice.

4.2 Rationale for responsible business

Until now, industries such as forestry, chemical or iron, which are heavy
users of energy, have been the focus of environmental discussion and their
operations have been monitored by government regulations and steered by
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taxation. Due to the global signals of climate change, the discussion about
the responsibilities of all business sectors has been brought into focus,
even traditionally “clean industries” such as banking or investment, which
represent the service sector. The rationale for companies to participate
in the fight for climate change has interested several researchers (Parkin
& Uren 2003). Key arguments according to the majority of studies are
legal license, corporate citizenship (stakeholders’ satisfaction), image and
competitive advantage. The most basic one, the moral duty, is presented
in many companies’ value statements, but realizing it is still challenging.
Figure 4 illustrates the arguments for responsible business, all of which
will be discussed in this chapter.

Moral Responsibility

Corporate Competitive

Citizenship Advantage Vi

Legal License to Operate

Figure 4. Rationale for responsible business.

The reasons for managing the environmental impacts of the company
have traditionally been compliance to legislation (Lash & Wellington
2007). Based on governmental actions, CO, emissions will be increasingly
regulated and priced — and these regulations will affect all companies.
Government regulations are the minimum level companies have to cope
with in climate change (Kolk & Pinkse 2004). Operating in accordance
with governmental regulations and paying taxes gives companies “legal
license to operate”.

Seeking stakeholder satisfaction in relation to sustainable development
is often called “corporate citizenship”. In addition to authorities, also
other stakeholders are interested in companies’ activities with respect to
climate change. For example, investors are demanding more disclosure
from companies. The Carbon Disclosure Project, a coalition of institutional
investors representing more than €31 trillion in assets, annually request
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information from large multinational companies about their climate-
risk positioning. The reports of the Carbon Disclosure Project indicate
that not only is the awareness of climate change increasing, but also the
implementation of best practices to manage climate change is getting
more popular (Lash & Wellington 2007).

Consumers as stakeholders are a strong market force. For instance, the
demand for environmentally friendly products is reaching new records as
consumers are taking the issue with increasing seriousness. Markets thus
reward companies for their active efforts (Wahba 2008). A good example
comes from the automobile industry. It is not only due to governmental
regulations that an increasing number of car manufacturers are launching
fuel efficient hybrid cars — it is because consumers are demanding them.
“Green” consumption is therefore a strong signal for companies to strive
for corporate “greening’.

By seeking to satisfy stakeholders’ expectations leads to companies
giving the primary control of their climate-policies to outsiders (Porter
& Kramer 2006). Stakeholders’ views are undoubtedly important, but
they can never fully understand (nor are they interested in) a company’s
capability, competitive positioning or the trade-offs it must make. Neither
do they necessarily signify the importance of the decisions either from
company perspective or from a climate change perspective.

A good image is essential for a company. The image of the com-
pany is a result of the interpretation of a wide group of stakeholders.
Non-governmental organisations’ campaigns and the media’s continuous
reports about a company’s contribution to climate change have an effect
on the company’s image— and thus on the competitive advantage of the
company. From an image point of view, it is important that company
public relations, media campaigns and reports are not hyped up to satisfy
the market, but are in accordance with the company’s real actions. Falsi-
fied information can easily turn against a company’s reputation with
disastrous consequences.

Creating competitive advantage is a key aim of any company. Ac-
cording to recent studies, climate change strategies can offer companies
several opportunities for competitive advantage, revenue increase and at
the same time result in responsible solutions from a climate perspective
(Lash & Wellington 2007; Porter & Reinhardt 2007; Funk 2003). Climate
strategies can even lead to a wide range of new business opportunities
as the markets for low-carbon goods and services expand (Porter 2007;
Gore 20006; Stern 2006). Successful examples are the creation of climate-
friendly products (hybrid cars), leading the restructuring of the industry
(some companies in traditional energy production) or innovation of new
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business solutions in the activities affected by climate change (insurance
industry).

Stora-Enso is an example of a company in which sustainable develop-
ment is seen as an opportunity for competitive advantage. It has been
identified as one of the key success factors in the group’s strategy: “Stora
Enso aims at superior performance and image in the area of sustainability.
To succeed in this, we need to ensure that we build accountability into the
way we actually work, thus creating long-term value on an economically,
socially, and environmentally sustainable basis. We will do this by being
transparent, and open to dialogue with our stakeholders.” (http://www.
storaenso.com, visited 15.8.08)

True sustainable development is impossible without a moral com-
mitment of all sectors in society, including political decision makers,
companies and other organizations as well as individual citizens. In this
article, responsible business was defined within the framework of sustain-
able development, which also means that the moral commitment should
be one of its backbones. It is a fact that people are getting more worried
about climate change and are now more prepared than any time before to
make pro-climate sacrifices. These same people are working in companies.
When climate-responsible strategy making starts from genuine moral
commitment, it means a positive attitude and an innovative atmosphere,
which at its best can create totally new ways to do business. The crucial
difficulty in moral commitment is the time perspective of a company. In
most companies, the management operates in the confines of a quartile
economy in order to meet its own and the owners’ requirements for
economic performance. This is why companies maximize the economic
results at the cost of social and ecological results.

Moral commitment should not be seen as an obstacle for productivity
or competitiveness, but as an opportunity. There are several examples of
companies that integrate a moral commitment into their business and
enact their value statements and moral responsibility through their core
business activities. An example of such a company is Globe Hope (http:/
www.globehope.com, visited 15.6.08). Globe Hope is a Finnish based
design company, with all products produced from recycled materials.

The company’s starting point was the growing worry about the increasing
amount of waste in the world. The strategic idea was to produce products
that are in harmony with sustainable development and at the same time
are aesthetically pleasing. Having now been in business only for six years,
the idealistic head of the company, Mrs. Seija Lukkala, can honestly say
that the chosen strategy was the right one, supported by the fact that the
products of the company are exported to more than ten countries.
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Competitive advantage and responsibility can not be realized without
sound management. In this chapter I will define a brief management
outline of establishing a climate-responsible operating mode into com-
pany practice. In this mode, responsibility is not seen as an obstacle for
competitive advantage, but as an opportunity.

Managing any company at all hierarchical levels involves three inter-
related activities: Strategy involves defining the future target status of a
company in terms of its competitive advantage and growth, and the key
actions needed in order to reach such a target. The management system
is the infrastructure that enables strategy implementation and perform-
ance follow-up. Leadership means motivating, inspiring and committing
people towards the set strategic direction. When the approach to strategy,
management system and leadership is integrated in a systematic way, a
company has the true possibility to gain competitive advantage. Figure
5 illustrates the elements of a systematic climate-responsible operating
mode, which serves as the framework for this chapter.

Sustainable Strategy

Sustainable
Operating

: Mode
Environmental :
M Responsible

anagement :
S Leadership
ystem

Figure 5. The framework for a climate responsible operating mode.
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5.1 Building a climate-based strategy

Company response to climate change can be approached on a continuum of
four categories: “indifferent,” “beginner,” “emerging” and “active” (Jeswani
et al. 2008). In a responsible climate strategy, the focus should be on
reaching the last stage (active), which means responding to climate change
through integrating the economic and ecological dimension of sustainable
development and building a generic rationale between them. The target of
a climate responsible strategy can thus be defined as “achieving competitive
advantage through reducing a company’s exposure to climate change and
through creating new opportunities for profit making.”

Porter and Reinhardt (2007) propose strategy building in climate
change to start from an “inside out” and “outside in” analysis. “Inside out”
means that the company should understand the impacts of its activities on
the climate. “Outside in” means how the changing climate may affect the
business environment of the company, including market opportunities,
physical risks and governmental regulations.

To make an inside out -analysis of a company’s CO, emissions, an
accurate inventory of all CO, emissions is needed, including the emis-
sions caused by the company itself (production, heating and electricity
consumption in the offices, the emissions caused by traveling, etc.), as
well as an inventory of the emissions caused by the suppliers. Companies
that quantify and publish their CO, emissions send a clear signal that
they recognize the importance of climate change both as a business risk,
but also as an opportunity (Lash & Wellington 2007). An example of the
inside out-approach is Kesko’s environmental impact analysis, which it has
reported in its Corporate Responsibility Report 2007 (See figure 3).

Outside in -analysis involves, among other things, positioning the
company in respect to its competitors at present and in the future. This
gives valuable information for strategic decision making on how to move
into a position of increased competitive advantage. An example of such
positioning is a study conducted by Lash & Wellington (2007). The
positioning is illustrated in figure 6.
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Figure 6. Plotting the climate competitiveness (adapted from Lash & Wellington 2007).

In 2003 Lash and Wellington mapped the climate competitiveness of the
ten largest global car manufacturers in accordance with their vulnerability
to climate risks and their ability to gain climate competitiveness. The
analysis focused on the vulnerability of each car maker’s current product
line to further fuel-economy regulation by calculating the estimated costs
per vehicle to meet new emission standards during the following decade.
Additionally, the management of climate opportunities was analyzed. Using
a zero to 100 scale, a quantitative assessment was made about each car
maker’s ability to commercialize, market and mass-produce vehicles using
one or more low-carbon technologies. According to the research results,
Honda and Toyota were best positioned to sell cars in a CO,-constraind
economy, due to the fact that their fleets were relatively fuel efficient and
that they were ahead of their rivals in commercializing new technologies.
Honda and Toyota exemplify companies that have chosen a challenging
climate strategy, which also offers a competitive advantage.
Understanding the risks associated with the supply chain should be part
of the outside-in value chain analysis. Car manufacturing, for instance,
relies on steel, aluminium, glass, rubber, and plastics suppliers, all of which
will be affected by ever increasing regulations, which means increasing
costs and poorer availability. Food production industries, on the other
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hand, are dependent on primary production. Due to climate change, the
suitable physical production areas are changing.

The outside in -analysis should also include governmental policies,
and thus it gives information about the changes in regulations to be
expected. Furthermore, it should cover information about the operating
environment such as weather conditions of the geographical areas where
the company operates. For instance, companies operating in the tourism
industry are generally highly dependent on climate change. Companies
operating in the north (such as tourism firms in Lapland) benefit from
the increasingly milder winters and thus the longer seasons, compared to
their counterparts in the south.

Once the inside out and outside in -analysis is completed, the focus
should turn to strategy building. Next, it is time to concentrate on
minimizing CO, gases where it is of strategic importance and where
competitive advantage can be reached. The central strategic question is:
How to integrate the market opportunity, responsibility and competitive
advantage? Responsibility in this context means that climate strategy
should not be “green glossing” but efficient minimizing of CO, gases
should be an equally important target of the strategy as is competitive
advantage.

A company can choose a strategy to minimize its CO, impacts through
conventional manners. By choosing such a strategy, business goes on “as
usual”, only the impacts on the climate get smaller. It is possible to gain
a competitive advantage by such a strategic choice, but it is more obvi-
ous that a company’s climate strategy has more potential when striving
for a more challenging choice, such as through the development of new
products and services.

5.2 Establishing a management system for strategy
implementation

From an operative management point of view, the central question is:
How can the company realize the responsible targets set in the strategy?
In practice the answer is a workable management system and strong
leadership.

The management system of the company is the infrastructure, which
enables strategy implementation and performance follow-up. As a practical
tool, climate responsible companies can use an environmental management
system (EMS). Any management system includes target setting tools,
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implementation procedures, organization structures, documentation and
reporting systems, and reviewing as a basis for continuous development and
improving the performance. Most EMS models are built on the so-called
“Plan, Do, Check, Develop” model (Weiss & Bentlage 2006). The most
widely used such standard is ISO 14001. The ISO 14001 standard is a
generic standard, which can be applied to any organization.

The starting point of an EMS is, of course, the company strategy.
With the help of an EMS, companies can launch the climate strategy into
all their operations. Targets for the EMS are derived from the strategy.
EMS implementation includes the creation of an organizational structure,
nomination of key persons and creation of working procedures. It also
includes education of the whole personnel. Communication, documenta-
tion and reporting give information about the performance; they can be
used for developing further activities as they reveal which targets were
reached and which not. A report can furthermore be used as a practical
tool in communication with stakeholders.

A systematic approach which the EMS offers often leads to a more
effective organization and a smoother information flow, as well as to the
discovery and utilization of new “win-win-win” potential (Steger 2000).
On the other hand, environmental management systems, such as ISO
14001 have been criticized as they have not always increased the commit-
ment of the whole organization to strive for the responsible targets, but
have lived their own bureaucratic life in the hands of a few responsible
specialists (Rohweder 2004).

5.3 Committing personnel through leadership

Climate change cannot be affected without individual people working
in companies recognizing their responsibility. In leadership the focus is
on people. Unless employees are motivated, a company has no chances
to successfully implement a responsible strategy. Leadership means com-
mitting, motivating and inspiring people towards the set strategic direc-
tion. The central questions are: Is sustainability an integrated part of the
organizational culture? Are company strategy and climate friendliness
reflected in the everyday work of the employees?

In this article climate responsible leadership is defined as “the manage-
rial process bringing about behavioral changes that are attributable to a
change in knowledge and values in accordance with the aims of sustainable
development”. The role of leadership is to make responsible behavior pos-
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sible and encourage and support employees toward pro-activity in climate
change and other sustainable development related issues.

Rasmus (2001) surveyed environmentally proactive firms and revealed
huge gaps between environmental strategies and the real-life practices
of the firms. A climate strategy and a sound management system are
alone not enough, but must absolutely be complemented with strong
leadership to realize change. In addition, many managers have pointed
out that leadership in implementing a responsible climate strategy is the
key challenge. For example, Ikea’s director of corporate communications,
Mrs. Marianne Barner has written that Ikea takes climate change seriously
and thus tries to minimise its climate impacts. She argues that there is
a lot to do in areas like creating alternative transportation solutions for
the delivery services or to increase the energy efficiency of the stores.
However, so far, the biggest problem is communication among people as
“it takes longer than you think and involves thousands of small steps to
get everyone involved and committed.” (Barner 2007.)

In most organizations change requires a corporate culture program
at the level of individual human behavior (Siebenhuner & Arnold 2007;
Zabel 2005; Welford 2000). The starting point for responsible behavior
is knowledge and attitudes, which together can raise environmental sen-
sitivity. Environmental sensitivity is the sum of motivational, attitudinal,
knowledge and situational factors. (Rohweder 2007; Barr & Gilk 2005.)
The challenge for leadership is to provide the necessary conditions. This
means information, the supporting social atmosphere and circumstances
to develop the attitudes and values towards responsible behavior (Koivisto
2008). Social atmosphere refers to management commitment to climate
change responsible behavior and to setting a personal example. Manage-
ment needs to show that sustainability related aspects are of importance
in all company actions. In other words, leaders need to “walk the talk”.

At the operational level, the responsibility for environmental issues
should remain with the individual employees in line organizations (Bichta
2003; Porter & Kramer 1995). It should not be delegated to internal
specialists, managers or external consultants. Leadership should therefore
aim to empower employees and increase their decision making power
with regard to climate change issues.
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Companies have a vital role to play in the promotion of sustain-
able development. Environmental problems, especially climate change,
are demanding challenges for companies including all their employees.
Businesses need to recognize and acknowledge their contribution to fight
climate change. Moving towards climate responsible business represents
such a fundamental change in the values and visions of companies that
it cannot be expected to occur overnight. As the chairman of the Board
of Nokia and Royal Dutch Shell, Mr. Jorma Ollila has pointed out:
“Climate Change is such a complicated problem, that all means to influ-
ence attitudes must be considered, even radical ways to achieve change.”
(Helsingin Sanomat 12.2.2007)

The change for climate responsible business necessitates firstly an
understanding of the true meaning of sustainable development and climate
change as part of it. Secondly, getting committed and motivated to make
a change happen. The motivators should not only be economic, but also
moral commitment is needed. And thirdly, it is necessary to find a way
to make a contribution, which means building a responsible operating
mode, including strategy building, management and leadership.
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