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Abstract
Safety has always been a fundamental part of any public transport company’s licence to operate, with poor performance opening a company to criticism and vulnerability. In 2001 Arthur D. Little supported one of Europe’s largest public transport companies in its initiation of board level governance arrangements to ensure safety throughout all of its operations. Central to our role was bringing our experience in safety management, helping them to grapple with data and putting in place key performance indicators.

Safety remains one of the company’s highest priorities, and today they have one of the best safety records in their sector, with a strong safety culture integrated into all aspects of their business. With their culture, processes and performance providing excellent results, they are now able to focus on another equally important aspect of their business, their wider sustainability.

The company recognised that climate change poses threats to any business with a large carbon footprint, and as a significant user of fuel, and thus producer of CO2, they have once again become vulnerable to media, public and government attention. The attention on CO2 has brought the spotlight around onto a broad array of other sustainability issues so, like many companies, CO2 acted as a catalyst for them to address their wider responsibilities to society, the environment and their stakeholders.

Their first step was to form a CSR committee, once again bringing this material business issue directly to board level. Requiring expert help to move forward into the rapidly changing and developing world of corporate responsibility they enlisted the help of Arthur D. Little. Over the course of six months we ranked their present performance against our model for the future of sustainability in transport companies and compared them to peers and against investor expectations.

With this information we presented three options and detailed action plans, along with a business case for a change that would have greatest impact on four determinants of sustainable value: cost reductions, risk mitigations, revenue protection and revenue generation.
The actions in place within the company to reduce costs, for example installing regenerative braking technology on rolling stock and driver behaviour programmes to improve efficiency, are already working well. Arguably, the strong safety culture developed a decade earlier plays a vital role in aiding, and maintaining the attention given to these initiatives. The value to the business from safety, often intangible in P&L terms, is well understood by the whole company, paving the way for acceptance of the sometimes intangible value from sustainability.
Introduction

Safety is fundamental to the operations of any transport company, the cost of poor safety performance can be significant, and in some cases can threaten the existence of a firm.  Safety is integral to the longevity of a company, the way that company chooses to act in ensuring the safety of employees and the public forms part of its own responsibility as a corporation.

In this way, we can see that safety is a vital part of wider Sustainability and Corporate Responsibility, but the importance of human life places it high on the list of priorities, especially when the balance of media, public and regulatory attention is brought to bear on performance. In the rail sector, particularly in the UK, this pressure on safety performance was increased significantly through several successive major accidents during the 1990s and in particular after the Ladbroke Grove rail disaster in 1999.  Such pressures drove change throughout the industry.  Since then public transport companies have worked long and hard to improve safety, and, for the most part, the safety culture in those companies is significantly more embedded.

This affords those companies the resources and time to address something new which is becoming of increasing concern to the same group of stakeholders. Media, public and regulatory attention is now firmly directed to the threat of climate change, bringing with it all manner of other environmental and social issues and forcing all companies once again to respond.
With sustainability and corporate responsibility suddenly higher up everyone’s agenda, there is an urgent need to respond. However, many companies are ill-equipped to tackle this new area, not understanding the boundaries, key features or success factors in beginning to manage sustainability.

This paper shows how a solid and ingrained safety culture within a firm willing to accept the sometimes intangible benefits and unquantifiable value of managing safety can be an excellent springboard to managing wider sustainability issues.
Safety as a Starting Point

For public transport companies, safety is an essential part of the license to operate. Globally, most public transport companies, be they operating rail, metro or bus, are heavily regulated, and reliant on local and national government for the right to continue business. Carriage of the general public brings with it certain obligations and responsibilities, and ensuring the safety of passengers and employees is of paramount concern.
In 2001 Arthur D. Little helped its client to develop new board level arrangement for strengthening governance of safety - including new Key Performance Indicators (KPIs) for monitoring and tracking progress on safety

The client company has one of the best safety records in its industry and have won numerous awards and accolades; safety has become ingrained in their management culture, their training and their day-to-day operations. 

The value from properly managing safety is clear, although it may not always be readily identifiable in terms of the company’s bottom line, for example:
· Reduced Costs – improved safety means services run to time reducing potential fines
· Increased Opportunities – a good safety record can be the difference between success and failure in competitive tenders

These value-adding benefits of managing safety are recognised and embraced across the company. Safety is rightly priority number one, and with their safety culture firmly entrenched in operational activities, maintaining their safety record is a way of maintaining the license to operate, and sustaining their business for the future.
Although the Clapham accident (12 December 1988, 35 fatalities) and the subsequent investigation by Anthony Hidden QC was the turning point for railway safety, the Ladbroke Grove accident on 5 October 1999 (31 fatalities) and the media attention, led to an intensification of stakeholder interest in railway safety and a more interventionist approach by the safety regulator. There was a flurry of activity to address concerns and safety, always a consideration, suddenly moved higher up the strategic agenda. 
The Threat of Climate Change

Climate Change is no longer a phrase reserved for use by specialist pressure groups and a minority of concerned scientists. With the publication of the several international studies, including the Stern Review: The Economics of Climate Change in 2006
, the issue of climate change moved beyond the realms of climatology and the environment to become an issue shown clearly to be affecting all aspects of the Global Economy.
The science of climate change, once grounds for debate and difference of opinion has reached a point of scientific consensus, with the publication of each new report, particularly those of the highly influential Intergovernmental Panel on Climate Change (IPCC), providing ever more compelling evidence to silence the few remaining doubters. That man-made CO2 is at least part responsible for our changing global climate, and threatens worse to come in the future, is now widely accepted.
As the body of evidence grows, the attention given to climate change has rocketed in the media, in politics and in business. The increasing attention on climate change has not only brought focus to bear on the energy use and emissions of companies. Broad environmental issues are now joining climate change in the limelight, and along with them are social and governance issues, so all the activities of all companies are coming under greater scrutiny. These changes in consumer attention, investor requirements and additional costs are impacting directly on the bottom line.
It is not enough for a company to tout its credentials on emissions, and loudly proclaim its green energy use. The spotlight on the wider sustainability of the company will pick out other issues. The credibility of the firm will be undermined across all fronts if performance on any one of these is seen to contradict public statements. This leads to accusations of “Greenwashing”, where greater time, effort and money are spent on advertising environmental performance rather than improving it.
 Climate change is firmly a part of wider sustainability, and the performance of a company across all areas of sustainability is under scrutiny. 

Leaders are emerging, like the UK retailer Marks and Spencer whose sustainability drive is the brain child of Executive Chairman Sir Stuart Rose, who takes personal responsibility for execution of what is known as “Plan A”. Everything from operations, packaging, products, procurement and supplier selection are controlled on the basis of achieving sustainability across the business.
Evidently, as leaders emerge in sustainable business there is a field of followers and laggards across all sectors, for every GE, who has injected significant investment in their EcoMagination range of efficient products, there are a thousand wannabes and copycats running to keep up. There are also hundreds of dontwannabes, sceptics who doubt the value, who have shunned sustainability as a costly addition which has no relevance to their business.
There are grounds for sympathy with these sceptics. “Sustainability” is still too often a buzzword-based activity which is bolted-on to a firm’s business plan, run by separate departments with no real power to do much more than “greenwash” the company’s image. Too few firms truly bake-in sustainability, recognising the opportunities which exist, and the risks which can be avoided or mitigated. It is this integration of sustainability which truly makes a leader.
This growing pressure on companies to take action on sustainability, driven by the focus on climate change and corporate emissions, led our client to address its own performance.

Public transport companies emit significant levels of emissions, yet these are balanced by their ability to carry large volumes of passengers. They are able to argue that their activities, although emitting CO2, actually reduce emissions by removing cars from the road. Looking beyond simple climate change, they have other significant sustainability advantages, particularly over private cars. They have better safety performance, reduce congestion and are more accessible to the poorest in society. Their intrinsic value to society is just one feature of their ability to grasp sustainability; the benefits to themselves are just as compelling.
Approach
The company quickly recognised that climate change, and by extension their wider sustainability, was of such significance it should be addressed at the highest level. They formed a board level Corporate Responsibility Committee, maintaining attention at Director level, and allowing decisions to be taken which could then filter throughout the entire firm.
As a publicly limited company, our client was concerned at how their performance was viewed by current and potential investors. They asked Arthur D. Little to assess their present performance against their peers, and against the expectations of investors. Keen to future proof their performance, we were also asked to review how requirements might change over a three to five year period. 
The output of this benchmarking study would allow the company to present options for its positioning, and develop an action plan to meet its ambitions.

Over years of advising companies on sustainability, Arthur D. Little has developed a benchmarking tool against which the sustainability performance of a company can be ranked. This Sustainable Performance Template focuses on four main areas: 
· Governance for sustainability 
· Integration of Sustainability into the business

· Environmental Stewardship 
· Social Performance 
The tool is further broken down into 22 sub-sections which look at individual aspects of the sustainability spectrum.
Figure 1: Arthur D. Little Sustainable Performance Template sub-sections
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Source: Arthur D. Little
Within each sub-section of the template are key success factors and descriptions of each level of performance: 

· Score 1: “Prevailing Practice” – The firm is in the middle of the field alongside most peers
· Score 3: “Leading Edge” – The firm is at the front of the field of sustainability within their sector today

· Score 5: “Sustainable Performance” – The firm is leading edge not just today, but future proofed for the future and leading the field of sustainability at a national or international level

Intermediate scores are possible, but if a company falls short of the prevailing practice they receive no score.
These scores are based on the “Zone of Acceptability” – a concept where at any point in time there is a basic minimum standard which all companies must meet to maintain license to operate. There is then a leading edge, constantly pushed forwards by the most sustainable companies. Within these two limits lies the “Zone of Acceptability” which is the prevailing practice for most peers.

Figure 2:
Zone of Acceptability for sustainability performance
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Source: Arthur D. Little

This tool was used to assess the performance of the company, based on an in-depth study of the company culture. In parallel, the benchmark looked at the performance of four peers and; using knowledge of Socially Responsible Investment (SRI), tendering authorities and other partners, developed a picture of the sustainability requirements of stakeholders.
Figure 3: Present Performance against Peers and Stakeholder Expectations
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Source: Arthur D. Little
The present performance of the company against performance of a number of peers and the expectations of key stakeholders highlights immediately the firm’s current strengths and weaknesses. Further analysis of the range of peer performance, and the extent to which it differs from stakeholder expectations presents a picture of opportunities and threats. 

For example, the approach by the peer companies to “Facilities and Operations” under Environmental Stewardship is striking, all score below the minimum standard, yet the company scored as leading edge. This shows a significant opportunity for the company to capitalise on an already excellent position, and extend their leadership status over their peers in the eyes of investors and other stakeholders.
This type of analysis across the full range of sustainability issues allowed detailed development of options for future positioning.

The Options

The drivers of sustainability are unique in their detail for each sector, geography and company, but are often shared around seven key themes
:

· Resource Costs

· Access to capital

· Competition

· Changing attitudes

· Public accountability

· Public policy

· Expectations of partners

For the company, the specific drivers were clear:

· Resource Costs: The cost of fuel is a significant burden on the company’s profit and loss, efficiency savings reduce fuel costs and reduce emissions

· Access to Capital: An increasing proportion of lenders and investors are including sustainability-related criteria into screening potential portfolio candidates - strengthening the financial case for development of sustainable performance on key issues.
· Competition from other modes: Regulation is forcing car manufacturers to innovate and reduce emissions, at present these pressures are not being felt by bus or train manufacturers, leaving their technology behind

· Competition from peer companies: Tendering requirements are beginning to include sustainability criteria, forcing all transport companies to respond

· Public Policy: Regulation on emissions, noise, pollution and myriad other environmental and social themes place costs on businesses

· Changing Attitudes: Public accountability and the requirements of stakeholders present reputational risks to the company if it cannot be seen to respond to calls of greater corporate responsibility

The company was able to produce three different options for positioning which would meet their identified drivers of sustainability. The options were defined to address each driver to an increasing degree:

Risk Management: Consolidating the current position and addressing key areas of concern
· The company maintains its present activities, including biofuel and hybrid trials, eco-manager initiatives and technology upgrades at depots

· Communication is enhanced to present the company’s sustainability work to investors, tenders and wider stakeholders

· Governance issues such as determining and publicising policies and measuring performance and addressing carbon disclosure are addressed
Stakeholder Responsive: Begins to address the changing requirements of tendering authorities, investors and other stakeholders
· The company overhauls its approach to those areas where it is deemed furthest from future stakeholder expectations, including; performance measurement, resource use and climate change
· The company seeks to become identified with sustainability in its business but maintains a cautious approach to rolling out new technologies, processes and management systems
Leading Edge: Places the company in a leadership position amongst peers in its industrial sector and also amongst companies of similar market capitalisation.
· The company leads and shapes the direction of sustainability in the transport sector, including working with regulators to demonstrate best practice and influence development of new regulation

· The company seeks out new avenues for revenue from intelligent transport solutions which are outside of traditional business models

· The company maintains a leadership position in resource management in anticipation of future cost exposure

When mapped against the company’s present performance, the options show an increasing level of action required to meet the necessary level of performance in each area.
Figure 4: Options for Positioning against “Business As Usual”
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Source: Arthur D. Little
The assessment of the company’s present performance and potential positioning in this way provides a detailed picture of strengths, weaknesses, opportunities and threats rather than a simple analysis of market position or branding, and allows the company to take an informed view on how to proceed to become a more sustainable business.

Implementation – we’ve done it before
Although developing a business case for change around each set of options is possible, based on addressing the drivers of sustainability, actually quantifying the financial value of a sustainability programme still remains very difficult.

It still requires a leap of faith for any board level committee to accept that there will be a short term benefit from becoming a more sustainable company. A significant factor in firm’s unwillingness to accept the value of “Sustainability” is the association it has with being a ‘nice to have’, added-on aspect of business. “Sustainability” is still seen by many as a luxury programme to appease pressure groups and vocal media, with little intrinsic business value.
This misses the point that a truly sustainable business is one that is successful in the short, medium and long term. Such firms manage opportunities and risks better than their peers. It also misses the point that the majority of things which are good for the sustainability of the business can have bottom line benefits as well, reducing emissions and cutting fuel costs is an obvious example, but there are many more. 
The willingness to accept the leap of faith, the ability to see beyond the jargon and the trendy new image of being “Sustainable” and to understand that sustainability is about protecting and growing the firm can make leaders. A firm who has previously embraced the somewhat intangible value of safety, is therefore well placed to accept the intangible value of sustainability. An approach can be taken which builds upon strengths developed in safety and other key sustainability related areas.   Focus is retained on issues which are material to the specific corporation and which are demonstrated through the business case - like any other strategic business issue.
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