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were not aware if their company had a sustainability program. This
is a considerable awareness gap that companies need to fill.

Another initiative that has gained considerable ground in the
European Union that has a low interest amongst respondents of
our survey was the establishment of carbon footprint metrics as
part of an umbrella green strategy. Identifying a firm’s carbon
footprint is the most accurate way to gauge the overall impact an
organization and its on-going operations have on the environment.

The following outlines additional initiatives that we believe
organizations need to implement in 2008 to ensure the on-going
relevance and impact of a green program, namely:

Initiate a staff awareness program (internal branding) of the goals,
strategies and action plans for the organization, with clearly
stipulated objectives.

190 Extend sustainability initiative to H.R implementing hiring and
performance metrics that include sustainability initiatives.
80 Develop a carbon footprint overall program that builds on the cost
efficient initiatives that currently drive green programs while
60 leveraging knowledge and programs that implicate the full cradle to
cradle life cycle of the services and products being offered by
40 companies.
20
Have a Program
No Program 0 Level of Involvement
Not Sure Of the organizations studied, close to 50% identified that their

organization had a sustainability program. The percentage was
higher for industrial companies (100%) followed by pharmaceutical
companies (60%) and lowest amongst consumer packaged goods
marketers (50%). Of those that indicated they did not have a
sustainability program, 29% percent clearly identified that their
company had not initiated a program while 20% did not know if
their organization had a sustainability program.
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Of those respondents that had a sustainability program, the focus
on their initiatives, were around manufacturing, package design,
staff awareness, and sustainability performance metrics. The areas
with the lowest participation were internal monitoring systems and
distribution.

Wal-Mart’s 7 Rs Program

When asked if their current programs took into account the seven
“Rs” that had recently been launched by Wal-Mart as part of their
sustainability platform, the majority of CPG companies who had
indicated that they had a sustainability program listed the following
activities by level of commitment:

Remove: Eliminate unnecessary packaging or materials harmful to
human health and environment (69.9%)

Reduce: “Right-size” packages, optimize material strength and
design packages appropriately for contents and merchandising
requirements (68%)

Recycle: Use materials made of the highest recycled content
without compromising quality (66.2%)

Reuse: Programs to reuse transport packaging or reusable
containers (63.5%)

When asked what performance metrics are being used by those
respondents involved in the 7 Rs program, less performance driven
metrics are being used with the following activities listed by level of
usage:

¢ Awareness levels amongst staff and suppliers (48.5%)

e Support of associations devoted to sustainability (37.3%)
e Specific short-term sustainability targets (35%)
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e |t isimportant to note that the most stringent performance
metric, that of measuring an organization’s carbon footprint
impact, had the lowest score (10%).

Organizations’ level of importance aligns with Wal-Mart’s
sustainability initiative and tends to be focused on packaging
initiatives that reduce the amount of waste during manufacturing
or as part of the distribution process. Initiatives which had very little
support were: creating packaging that is entirely biodegradable,
developing viable commercial market for any post-consumer
recycled packaging materials, and reducing the distance between
manufacturing plants and suppliers. The following identifies those
initiatives that were listed as very important:

The Most Important Initiative

When asked to list the most important initiative to gain a
sustainable advantage in the marketplace, the majority of
respondents selected reducing the amount of packaging materials
followed by sourcing energy from renewable energy supplier.

0
30
Elimination of harmful products within packaging
Reduce the amount of packaging material 57
Change manufacturing processes to reduce waste 48
Reduce size of packaging 45
Reviewing packaging structure to eliminate waste
44
Review packaging format to reduce cost of distribution
42
41
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Non-Sustainable Organizations’ Direction

When those respondents that did not have a sustainability program
were asked “What would be the first initiative you would
recommend and why?” their responses aligned with the initiatives
from companies that had already initiated a sustainability program,
namely:

¢ Life Cycle Analysis.
¢ Packaging changes and communication on pack.

¢ Packaging reduction that would impact not only our bottom-
line, but the environment as well.

¢ Resource reduction in manufacturing. Reduction of footprint
while saving costs to reinvest in other sustainability efforts.

e Development of a scorecard.

¢ An education program for all employees so that everyone is
aware of what can be done and why it is essential to be done.
Make it part of a performance review and measurement.

¢ Develop and initiate a sustainability program and an education
program on sustainability to staff and suppliers.

e Start at the manufacturing level, energy efficient solutions.

Level of Commitment

The following chart outlines the top three activities already
implemented, those in planning stages and activities currently not
being considered.

Working

with
Wal-Mart . R R . . .
Biggest Packaging Sustainable Initiative in 2007

Biggest Based on input from respondents, the biggest sustainable

Inm;gg’; i packaging initiative can be clustered in 4 groups.

Carbon Bio-
Footprint degradable
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Of the four overall clusters of initiatives, reducing package size and
waste was the most cited as a big initiative for 2007. These initiatives
ranged from the reduction of packaging size and source reduction
to laundry compaction through the use of liquid concentrates.

Biggest Challenge Facing Sustainability Initiatives

Of the various challenges facing organizations wishing to implement
a sustainability program, the most cited was cost. Companies noted
that the sunk cost in existing technology, funding and setting
priorities, to general perceived cost to “go green” were the largest
barriers to initiating a sustainability initiative.

Management Role in Sustainable Initiatives

The study clearly identified that the leadership of sustainable
initiatives is found at all levels of the organization with specific
concentration at the Vice-President and President levels. This
represents typical organization transformation structures whereas
the overall given direction is established by senior management and
supported by all levels of the organization. As sustainability
initiatives become more common practices, we should see a shift
from senior management to operational and implementation levels
of organizations.

Other Thoughts

It is interesting to note that based on respondent input, the
industry will need to be more in-step with the European initiatives
which have been much more aggressive in setting industry goals in
order to avoid government legislation that could negatively impact
the packaging industry.

It is also worth noting that the support for environmental initiatives

are not being leveraged with the consumer other than as part of
organizations corporate mission which is truly targeted towards the
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investment community. There exists a strong opportunity to
leverage a meaningful sustainability message and strategy as part of
on-pack messaging. The opportunity to lead consumer perception
about being green in addition to introducing the “Carbon
Footprint” concept would provide CPG companies with truly
differentiated and meaningful strategies that talk to their leadership
position within the marketplace.

RETAILOR AND RESTAURANT
SECTOR KEY FINDINGS

The Level of Involvement and Commitment to Sustainable

Design

Of the organizations studied, more than 50% identified that their
organization had no sustainability program. The percentage was
higher for food service companies (47%) versus retailers (37%), and
well above the overall study average of 28%.

60

48

36

24

12

Have a Program

No Program

Not Sure

W Average W Retailers " Restaurants
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Retailer Knowledge of LEED
2% 5% Leadership in Energy and Environmental Design (LEED) is a Green
2% Building Rating System developed by the U.S. Green Building
Council, and provides a suite of standards for environmentally
sustainable construction.

30% Since its inception in 1998, LEED has grown to encomypass over
14,000 projects in 50 U.S. States and 30 countries covering 1.062
59% billion square feet (99 km?2) of development area.
@ Not Familiar The hallmark of LEED is that it is an open and transparent process
: :fn"rjoRy::eLVéeE%ConsuhamS where the technical criteria proposed by the LEED committees are
: 'é]u:::gﬁﬁ;gn?::;ﬁcation publicly reviewed for approval by the more than 10,000
Implemented LEED Programs membership organizations that currently constitute the USGBC.

Of respondents from the retail and food service industries, 59.1% of
respondents were not familiar with the designation or standards
while only 7% were either LEED certified or had implemented LEED
programs.

If you combine organizations that have implemented the LEED
program, or hired LEED certified consultants, or are certified, the
total is just over 9%, a significant gap with the LEED trend currently
underway with government and city initiatives.

The gap clearly identifies the need for both these industries to
accelerate their LEED commitment and to keep in step with the
consumer packaged goods industry.

Focus of Current Initiatives

Retailers and food-service operators were invited to list those
activities within their organization that were devoted to sustainable
buildings that reflected the LEED evaluation criteria.

The top four activities consisted of: using energy-efficient

equipment/environments (27% top two boxes), developing
sustainable packaging (23% top two boxes), investigating renewable
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energy for your sites (21% top two boxes). Initiatives that had the
lowest level of commitment consisted of: systems to monitor
footprint (3.4% top two boxes), 10 miles hiring policy (7.1% top two
boxes), and getting LEED certified (7.7% top two boxes). Sourcing
of environmentally friendly construction materials and suppliers also
ranked very low at 9.7%.

It is important to note that initiatives driven by purchasing are
driving the agenda and those that align with softer issues such as
hiring policies and being certified tend to rank lowest. Energy
conservation is also noted as an important factor and based on our
industry knowledge is driven by the need to reduce operational
cost as the industry struggles with narrowing of margins. The
tightening of the labour pool and changing of hiring policies are
bigger challenges than sourcing new materials and securing new
equipment. LEED initiatives also tend to be lowest on organizations’
agendas and are being delegated to outside consultants versus
representing an organization’s core competency.

First Initiatives for Non-sustainable Companies

When those respondents that did not have a sustainability program
were asked “What would be the first initiative you would
recommend and why?” they had very few initiatives identified which
indicates a low level of awareness of the importance of sustainable
initiatives. The most noted initiatives were:

¢ Recycling program for packaging waste

e Lowering energy consumption through more efficient lighting
and equipment

¢ Use of biodegradable packaging

designlounge

enabling thought leadership



white paper | June 2007 | Cradle to Cradle Design | 40 shikataniLacroix @

Level and Area of Commitment

In reviewing the response of the various organizations, the
sustainability focus is around cost reductions through energy
conservation and new equipment specifications. Recycling
packaging at store level is also listed as a program that has been
implemented due to its high visibility amongst consumers (physical
manifestation to customers of a commitment to the environment)
and is also driven by the heightened pressure by city and
governmental bodies to limit the amount of waste going to land fill.

The key initiatives that are in planning stages build on what has
already been implemented within organizations and both
innovation in design and innovation in design for sustainable
environment are part of the LEED evaluation criteria. As
organizations look to the future and see that developers, city
officials and government organizations are insisting on having LEED
certified projects, the need to embrace sustainable design will
continue to grow and forms part of most retail and food service
initiatives in 2008.

ltems not currently being considered tend to be more complex to
implement but will evolve in becoming more acceptable practices as
organizations evolve in understanding and integrating sustainable
strategies. Carbon dioxide monitoring may be low, but the flooring
industry has identified the elimination of toxic gases as a key
initiative and has formed a new standard for the industry.

The Most Important Initiative
Respondents were asked to identify their most important initiative
in order to gain a sustainability advantage in the marketplace.

There was quite a range of responses and there were no major
initiatives identified while the following had the highest mention:
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1. Optimizing energy performance through more efficient
equipment (17.6%)

2. Innovative design (11.8%)
3. Using Green Power (11.8%)

What was interesting to note was the absence of mention for the
following initiatives:

1. Use of low emitting paints and materials

2. Water-efficient landscaping

3. Use of on-site renewable energy

4. Exterior landscaping to reduce building heating

5. Promoting alternative means of transportation

Some of these initiatives, such as the use of low-emitting paints and
materials and exterior landscaping to reduce building heating,

would be easy to implement during renovation or new building
construction phases.

Biggest Sustainable Initiative in 2007
Reduce Reduce . . . L
Packaging e Lee Based on input fr_om respondents, the biggest sustainable initiative
Waste can be clustered in 3 groups:

Biggest It is important to note that there were fewer initiatives mentioned
Initiative in

within this group versus the consumer packaged goods industry.
The most mentioned initiative for 2007 was reducing energy use.
LEED certification or implementing LEED projects was the second
LEED most cited initiative. Respondents also mentioned the elimination of
plastic bags and use of biodegradable take-out packaging as other
initiatives being considered.

2007

Certified
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For more information, contact:

Jean-Pierre Lacroix, President
Shikatani Lacroix

387 Richmond Street East
Toronto, Ontario

M5A 1P6

Telephone: 416-367-1999
Email: jplacroix@sld.com
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