READY FOR CHANGE
Pathways to a low-emissions future

Sponsored by

Ready for change
Pathways to a low-emissions future

Contents
2

About this report

3

Executive summary

5

Britain’s net-zero challenge

9

Getting to grips with self-generation

17 Mapping the journey to net-zero
20 Conclusion

© The Economist Intelligence Unit Limited 2019

1

2

Ready for change
Pathways to a low-emissions future

About this report
Ready for change: pathways to a low-emissions future is an Economist
Intelligence Unit report, sponsored by E.ON, which draws upon a
survey of 205 senior executives with familiarity of their companies’
energy strategies conducted in July-August 2019. The survey focused
exclusively on executives from firms that meet at least some of their
electricity needs through self-generation, from energy-intensive
industries: manufacturing (automotive and automotive parts, food and
beverage and chemicals) and retail.
Half of the respondents are either members of their companies’
boards or hold C-level positions; the remainder are other senior
managers and executives. All are from UK businesses with annual
revenue exceeding £100m.
We supplemented the survey results with in-depth interviews with
executives and industry experts. We would like to thank all survey
respondents, as well as the following executives (listed alphabetically
by company), for their time and insights:
• Ben Heatley, electrical and control engineer, AkzoNobel
• Rinske van Heiningen, director of sustainability, AkzoNobel
• Peter Bosch, board member for manufacturing, Bentley Motors
• Julia King, Baroness Brown of Cambridge, chair of the Carbon Trust
and deputy chair of the UK Committee on Climate Change
• Jeremy Parsons, head of energy and renewables, Kingfisher
• Maf Smith, deputy chief executive officer, RenewablesUK
• Peter Houghton, energy director, Tata Chemicals Europe
This paper was written by Jessica Twentyman and edited by
Jeremy Kingsley.
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Executive summary
In June 2019 the UK government signed into
law a target of eliminating net emissions of
greenhouse gases by 2050. In following the
recommendation to do so from the Climate
Change Committee (CCC), an independent
public body, the UK became the first G7
country to establish such a goal as a legal
obligation, setting the stage for an ambitious
transition to clean energy.
Britain’s success in achieving “net-zero”
will require businesses across all sectors to
make fundamental changes. According to
government figures, businesses accounted for
43% of the UK’s total energy consumption in
2018.1 Businesses can expect a raft of policies
and initiatives designed to help, encourage or
oblige them to play an active part in delivering
a decarbonised future.
But many firms are already well advanced in
pursuing low-emissions strategies, motivated
by existing regulation, consumer pressure,
business benefits such as cost savings and
their corporate social responsibility agendas.
Alongside purchasing cleaner energy from
suppliers, the electrification of vehicle fleets,
and new water and waste management
strategies, self-generation of energy using
on-site renewables and other low-carbon
technologies is a big part of the energyefficiency picture at many companies.
In this report, we surveyed 205 senior
executives working in four energy-intensive
industries to understand how self-generation
fits within businesses’ wider corporate
sustainability initiatives and the pathways
that businesses are mapping to a lowemissions future.

Key findings include:
Confidence is high that companies will
achieve net-zero emissions by 2050.
More than seven out of ten respondents
(71%) believe that their organisation is very
or extremely likely to achieve this goal. Only
7% consider it unlikely. Respondents from
the automotive manufacturing sector are the
most optimistic (with 83% saying that meeting
the target is very or extremely likely), followed
by those from chemicals manufacturing
(73%), retail (72%), and food and beverage
manufacturing (61%).
Using self-generation to meet at least
some of a company’s energy needs makes
good economic sense and provides
a public demonstration of a firm’s
commitment to sustainability. When asked
about their main reasons for generating more
of their own electricity, both cost savings and
environmental considerations were cited
most (by 45% of respondents), followed by
brand perception as a green, sustainable or
innovative company.
Respondents expect that the amount of
energy their organisations self-generate
will rise. Today, self-generation accounts
for between 20% and 39% of overall energy
consumption at 38% of respondents’
organisations. In five years’ time, more than
half (52%) expect their firms to self-generate
that same proportion. Meanwhile, 5% expect
to meet over 40% of their energy needs
through on-site generation, something that no
respondent does today.

1 Department for Business, Energy & Industrial Strategy, “Energy Consumption in the UK 1970 to 2018”, July 25th 2019 https://assets.publishing.service.
gov.uk/government/uploads/system/uploads/attachment_data/file/820843/Energy_Consumption_in_the_UK__ECUK__MASTER_COPY.pdf
© The Economist Intelligence Unit Limited 2019
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Businesses are actively driving lowcarbon transitions to meet climate-related
targets, independent of regulatory
pressure. These actions are reportedly
motivated by environmental concerns (34%),
cost (23%), and brand perception or customer
pressure (21%), with current and anticipated
regulatory demands each lagging well behind
(12% and 10% respectively).
To help meet these climate-related
targets, firms are typically monitoring
direct and indirect emissions with varying
degrees of ease and success. Businesses
are more likely to be monitoring their direct
emissions than indirect emissions along the
supply chain. Almost a quarter (23%) estimate
that they are monitoring 60% and above of the
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direct emissions that derive from their own
production, operations and transportation of
goods. When it comes to indirect emissions
from sourcing and supply chains, however,
only one in ten monitor 60% or more, even
though these often account for the vast
majority of a company’s overall greenhouse
gas emissions.
Emissions reduction budgets have
increased, enabling companies to both
set climate targets and to monitor
their progress in meeting them. Almost
half of respondents (47%) have seen their
organisations’ budgets rise by up to 20%
over the past 24 months; for a quarter of
respondents, they have increased by 20% or
more.
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1: Britain’s net-zero challenge
Businesses across energy-intensive sectors
are confident they can meet net-zero
emissions targets, and are adopting a range
of measures to do so. Self-generation plays
an important role.
In 2019 the UK became the first of the world’s
major economies to legislate a target to
reach net-zero greenhouse gas emissions by
2050. The new target represents a significant
tightening of the previous goal of an 80%
reduction from 1990 levels by 2050, set by the
Climate Change Act of 2008. The revised goal
is ambitious but achievable, according to the
UK Committee on Climate Change (CCC), on
whose recommendation it was agreed upon
and enshrined in law.

71%

believe that their
organisation is very
or extremely likely
to achieve net-zero
emissions by 2050

from aviation and shipping, which are
sometimes left out of such targets. Based
on international guidance from the UN’s
Intergovernmental Panel on Climate Change,
the UK’s target applies only to emissions
emitted directly within the country’s borders.
Against the CCC’s advice, however, the UK’s
target does include international credits,
whereby a country offsets some emissions by
strategies such as subsidising green power in
other countries.

Whether or not the target is ambitious
enough, achieving it will require fundamental
changes across all sectors of the economy,
including a “major expansion” of renewable
electricity generation, as the CCC warns
in its May 2019 report.2 It will also require
Net-zero doesn’t
new policies, in order to drive the necessary
mean no emissions
changes in infrastructure, operations and
at all, but that
Since 2010habits—some
the cost of which will doubtless
greenhouse gas
encourage or oblige businesses to play their
of new electricity
emissions (not just
in helping the UK to meet the goal.
projects haspart
dropped
carbon dioxide) that
do occur must be
For many companies, particularly in energyfor
solar PV
offset or removed
intensive
industries, meeting more of their
(for example, using
energy needs through on-site renewable
for
onshorewill
wind
carbon capture
generation
be a big part of that effort. In
technologies). In
our survey of companies in such industries
the UK’s case, this
that already generate at least some of their
includes emissions
own electricity, confidence is high that these
firms will achieve net-zero emissions by 2050.

84%
49%

C Stark and M Thompson et al., “Net Zero – The UK’s contribution to stopping global warming”, Committee on Climate Change, May 2019. https://
www.theccc.org.uk/wp-content/uploads/2019/05/Net-Zero-The-UKs-contribution-to-stopping-global-warming.pdf
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Figure 1

How likely do you believe it is that your organisation and industry will achieve net zero emissions by 2050? (% of respondents)
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Source: The Economist Intelligence Unit.

On average, more than seven in ten respondents believe that their organisation is very or
extremely likely to achieve net-zero emissions by 2050. Only 7% think this is unlikely. Respondents
are more optimistic about their own organisation’s progress towards net-zero than that of their
industry more broadly, with those in the automotive sector most confident.

This optimism is seen across both industries
on which the study focuses: manufacturing
(including automotive, chemicals, and food
and beverages) and retail (see Figure 1).
Respondents from the automotive sector
are the most confident, with 83% believing
that their organisation is very or extremely
likely to meet the net-zero target, followed
by respondents in chemicals manufacturing
(73%) and retail (72%). Those from the food
and beverage manufacturing sector are less
optimistic, but the majority (61%) still believe
that their organisation will hit the target.

© The Economist Intelligence Unit Limited 2019

Thinking green
This new research builds on a 2018 report
from the EIU and sponsored by E.ON,
Distributed energy: a brighter future?, which
found that driving down energy costs was
the primary motivator for on-site generation
(cited by 48%). Environmental considerations
(38%) and brand perception (being regarded
as a green, sustainable and innovative
business; 27%) were also found to be
important to businesses.
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Figure 2: Motivations for self-generation
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Source: The Economist Intelligence Unit.

A year on, with the net-zero target a subject
of national debate and high-profile protests
taking place in cities across the UK, business
minds have become more focused on both
environmental considerations and brand
perception as reasons to produce their own
electricity. In this follow-up to our 2018

survey, respondents regard environmental
considerations as being just as much of a
driver as cost savings, with each cited by 45%
of respondents (see Figure 2).
Cost savings and environmental
considerations are the main reasons that

© The Economist Intelligence Unit Limited 2019
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respondent organisations produce their own
electricity. These figures vary by subsector.
Automotive firms were most likely to cite
brand perception above all else, whereas
chemical manufacturers were more likely
to recognise the opportunity to sell excess
power into the grid. At the same time,
larger firms are more concerned about
energy security, with 20% saying that supply
reliability was one of the main reasons for
generating their own electricity. The figure
was 8% for medium-sized firms.
But while survey respondents expect the
amount of energy that their organisations
generate to rise over the next five years,
relatively few respondents (5%) expect selfgeneration to account for more than 40% of
their firms’ total energy needs. This points to
an urgent need to cast the net wider to find
ways of achieving lower emissions.
Work is already underway, according to more
than 120 signatories of an open letter from
UK business leaders, investors and trade
organisations urging the UK government to
take the step of putting climate neutrality by

2050 into legislation.3 These include senior
executives from Arup, Aviva, BT, Coca-Cola,
John Lewis Partnership and Kingfisher, who
outline the variety of steps already being taken
in pursuit of a low-emissions future.
“Many of us are setting our own net-zero
and science-based targets. We are also
increasingly investing in and purchasing
clean energy, using low-emission and electric
vehicles, converting land to carbon sinks, and
improving energy-efficiency throughout our
operations and portfolios—and making new
green jobs in the process,” they write.
“We are doing this because we see the threat
that climate change poses to our businesses
and to our investments, as well as the
significant economic opportunities that come
with being an early mover in the development
of new low-carbon goods and services.”
In this report, we will primarily explore
self-generation as a means to lower emissions
and achieve climate-related goals, before
considering how these actions fit into net-zero
targets more broadly and operate alongside
other measures.

“More than 120 leading businesses urge UK Government to legislate for 2050 net zero economy”, Corporate Leaders Groups, May 31st 2019. https://
www.corporateleadersgroup.com/reports-evidence-and-insights/news-items/businesses-urge-2050-legislation
3
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2: Getting to grips with self-generation
On-site electricity generation fulfills a small
but growing proportion of energy needs at
most organisations. Challenges, relating to
cost, expertise and longer-term uncertainty,
remain and vary by sector.
In 2017 AzkoNobel, a Dutch paint and
performance coatings company, officially
unveiled what its executives call “the world’s
most sustainable paint factory” at Ashington
in Northumberland. This facility, the centre of
production for the company’s UK paint brand,
Dulux, cost more than £100m to build and
was designed from the ground up with energy
efficiency in mind.
Energy requirements at the factory are met
in part by a 156kW array of solar photovoltaic
(PV) panels on the roof of the 100,000 sq
metre building, and its heating is supplied
by a biomass boiler that burns wood pellets
from managed forests in the UK. The factory
also recycles all water used in its production
process and is lit by LED lighting.
The current solar array provides around 3% of
the factory’s annual energy usage, says Ben
Heatley, AkzoNobel’s site-responsible engineer
at Ashington. “That may not sound like a great
deal, but on that return, it’s already paid for
itself, and it’s using space in the plant, up on the
roof, that would otherwise go to waste.”
This company is now looking to add more
panels to treble the solar array in size, which
will mean a contribution closer to 10% of its
energy needs, further increased in future by
improvements to the efficiency of the plant,
he says.

Ashington is one of 12 AkzoNobel sites
worldwide that use some form of selfgeneration, with three more due to come
online with solar PV panels soon, says Rinske
van Heiningen, the company’s director of
sustainability. “Self-generation isn’t always
right for some of our sites, but it’s certainly
growing in our business, and we see it as an
extremely important element in our goal of
using 100% renewable energy across our
business by 2050,” she says.
As is the case at AkzoNobel’s Ashington
factory, our survey found that selfgeneration fulfils a relatively small, but
growing, proportion of energy needs at most
organisations. According to more than six
out of ten respondents (62%), self-generation
currently accounts for less than one-fifth
of overall electricity needs. None say that
it currently produces 40% or more of their
overall energy needs through self-generation.
Automotive manufacturers and firms
in the chemicals sector are the more
established self-generators. Nearly half
(47%) of respondents in the automotive and
automotive parts sector report that their
organisation meets between 20% and 39%
of its own electricity needs through on-site
generation, as do 45% of respondents from
chemicals manufacturers. This compares
to around a third of those in the food and
beverage manufacturing sector, and just 28%
of retailers (a number expected to double—
see Figure 3).

© The Economist Intelligence Unit Limited 2019
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Figure 3

Percentage of businesses producing more than 20% of their own electricity, now and anticipated (% of respondents)
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Source: The Economist Intelligence Unit.

Firms expect to be producing more of their
own electricity in five years’ time. By that
point, more than half of respondents (53%)
expect to be meeting between 20% and 39%
of their energy needs through self-generation.
Five percent of respondents, meanwhile,
expect self-generation to account for between
40% and 59% of the electricity they consume,
a belief which is more strongly held by those
in the automotive (11%) and chemicals (7%)
industries.

Driving ambition
In May 2019 Bentley Motors, a British luxury car
maker, announced that it had installed what it
claims is the UK’s largest ever solar carport at its
factory headquarters in Crewe, equipped with
10,000 solar panels and a capacity of 2.7MW.
The installation covers 1,378 car parking spaces
and an area of 16,426 sq metres. Along with
previous investment in around 20,000 solar
panels on the company’s factory roof, it brings
the total capacity of solar energy installed at
Crewe to 7.7MW. On a sunny day, this can meet
100% of the facility’s energy needs, according
to Peter Bosch, Bentley’s board member for
manufacturing. On an annual basis, and given
that the factory also operates night shifts, it

© The Economist Intelligence Unit Limited 2019

accounts for 15% of total energy consumption.
Nonetheless, 100% of the electricity used to
manufacture a Bentley, he adds, now comes
from renewable sources, either through
self-generation or green procurement via the
company’s energy supplier.
The company’s investments in renewable
energy are part of being a good corporate
citizen, according to Mr Bosch, but there’s
also a brand perception element at play.
“Modern luxury customers, particularly from
the younger generation, are increasingly
asking for more sustainable luxury projects,”
he says. “Sustainability is one of their top five
considerations when they choose a car, in
terms of how sustainable the car is and how
sustainable the company that made it is, and
these are big priorities for our firm.”
Given the transport sector’s huge contribution
to global emissions, there is real pressure on
the industry to innovate in manufacturing
processes and product design alike. At
Bentley, this work begins with its own internal
production processes, says Mr Bosch, who in
his previous role at Volkswagen headed up the
company’s “Think Blue. Factory.” initiative to
reduce the environmental impact of the firm’s
global production plants by 25% by 2018, a
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goal reached three years ahead of schedule.
“At Bentley, we have a clear target to
become a zero-impact factory, not just on
electricity, but on water, waste, solvent
emissions and so on,” he says. The latest step
towards meeting this target will be Bentley’s
certification to PAS 2060, the Carbon Trust’s
internationally recognised standard for
carbon neutrality. They are expected to
receive this in October 2019.4
“We’ve put a great deal of effort into examining
behaviours around each and every business
process—how we heat our paint shops, how
we light our offices, what measures we take
to ensure that machinery and computers not
in use get switched off—to see where new
efficiencies might be gained. We’re trying to do
this not as a top-down activity, but as a kind of
grassroots movement among our employees,”
says Mr Bosch.
Bentley is also looking to its own products and
its supply chain to make substantive changes.
The company has recently announced
that it will offer hybrid versions of all of its
models by 2023, with its first fully electric
vehicle scheduled to launch in 2025. This will
demand an intense focus on procurement
as a new type of powertrain and associated
components and materials are incorporated
into products, says Mr Bosch.
“We have set clear supplier standards for what
kinds of materials go into our products. This
is an ongoing dialogue with our suppliers, and
we set ambitious targets for them.”
Looking ahead, Bentley plans to launch a new
sustainability strategy by the close of 2019.

4

And while the company has probably reached
the limits of what it can do with solar selfgeneration, as it runs out of space to mount
panels, it plans to install smart battery storage
at Crewe, which will help it to take advantage
of solar energy collected on sunny Sundays,
for example, when the factory is quiet, and
use it later in the week when it’s needed.
Meanwhile, at home improvement retailer
Kingfisher, the owner of the B&Q and Screwfix
brands, among others, UK operations
are already 100% powered by renewable
electricity, through an agreement with
its energy supplier. Like Bentley Motors,
Kingfisher is now looking elsewhere for
further efficiencies, according to Jeremy
Parsons, the company’s head of energy and
renewables. By the end of 2018 the company
had already invested more than £10m in onsite renewables, and in the past 12 months it
has self-generated 4.7m kWh of renewable
power—but it is looking to install more
capacity for self-generation.
Kingfisher now has solar panels on 25 of its
buildings in the UK, including all of its large
distribution centres. It also has five Screwfix
stores that operate with net-zero emissions,
with more expected to achieve this by the
end of the year. “Generating our own energy
is a very important part of what we do,” says
Mr Parsons. “Even with the withdrawal of
subsidies, we continue to do this, because it’s
still worth doing.”
The company has also started to explore
battery storage with a view to reducing grid
reliance at larger sites. For example, in 2018
it installed a large battery system at its B&Q
distribution centre in Swindon to store energy

“PAS 2060 Carbon Neutrality”, The British Standards Institution, 2019. https://www.bsigroup.com/en-GB/PAS-2060-Carbon-Neutrality/
© The Economist Intelligence Unit Limited 2019
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generated by existing solar panels on the
factory’s roof.

associated with on-site generation (36%) and
high ongoing costs (27%).

“We put that in because that site in particular
has a lot of surplus solar generation during the
day, and we’re charging that battery during the
day in order to release that power between
6pm and 8pm, when some of the peak charges
come through,” Mr Parsons told us. “It’s been
really useful for that site—a good learning
experience for us, and, potentially, a gamechanger.”

Meanwhile, 28% point to uncertainty around
the long-term viability of these investments,
given how quickly the technologies are
evolving. Despite rapidly falling costs, the
prospect of installing technology that might
quickly prove outdated is a considerable
disincentive. This was the topmost concern for
the automotive and automotive parts sector
in our survey (see Figure 4).

Significant inhibitors
Self-generation of electricity by companies
whose primary business focus may lie in very
different areas is not without its challenges,
says Julia King, Baroness Brown of Cambridge,
chair of the Carbon Trust and deputy chair of
the UK Committee on Climate Change. “The
fact is that, for many companies, having to
manage their energy supply and the technical
issues around that may be a significant
inhibitor, in terms of the distraction it might
represent,” she says.
But arguably a greater inhibitor, she argues, is
the upfront capital involved in procuring and
installing the means for self-generation. “These
investments may come with a payback period
of seven to eight years, or more in some cases.
That’s off-putting for smaller companies,
and even at larger ones, boards of directors
often shy away from investments that have a
payback period longer than four years.”
Those views tally closely with the survey
findings. When respondents were asked about
impediments to increasing on-site electricity
generation at their firms, financial issues were
most commonly cited: the high upfront costs

© The Economist Intelligence Unit Limited 2019

Beyond financial hurdles, a lack of specialist
skills in renewables management is the
factor that most holds companies back from
further self-generation. Twenty-two percent
of respondents point to a lack of technical
understanding and expertise; the same
proportion point to the difficulty of navigating
costs and subsidies.

For many companies, having to
manage their energy supply and the
technical issues around that may
represent a distraction.
Julia King

Solar technology presents the easiest option,
as, once installed, panels typically require very
little user intervention—although effective
installation requires specialist knowledge
on the best place to site them and at which
angles, while planning permission may also
be required. Perhaps because it is the least
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Figure 4: Challenges of self-generation
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Source: The Economist Intelligence Unit.
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technically challenging of the technologies
used for self-generation, solar remains the
most widely used in the survey, regardless of
industry
or company
believe
that
their size.

71%

organisation
is very
Wind turbines,
by contrast, introduce
or considerable
extremely likely
complexity, due to their intricate
to gearboxes,
achieve net-zero
and the need to monitor vibration,
emissions
by 2050
temperature
and oil pressure to prevent
outages.
Firms are also generating noteworthy
amounts of electricity from non-renewable
sources; typically combined heat and power
(CHP) systems. Although these may rely on
non-renewable fuel to generate electricity
close to or at the point of use, they are
typically considered low-carbon, because they
capture the waste heat that is a by-product
of generation and put it to use, eliminating
the need for additional energy consumption.
Over half of respondents (58%) say that nonrenewable sources make up at least 20% of
electricity generated on-site.
Similar to wind power, effective CHP systems
require the implementation of maintenance
procedures, data collection of fuel loads and
output, and safety procedures. Frequently,
these CHP systems are introduced alongside
wider-ranging service packages that cover
ongoing monitoring and maintenance by the
vendor’s own experts.
The good news is that the costs associated
with many energy technologies continue
to fall. According to a recent analysis from
BloombergNEF, a research firm, since 2010
the levelised cost of electricity or LCOE (a

Since 2010 the cost
of new electricity
projects has dropped

84%
49%

for solar PV
for onshore wind

measure of the all-in expense of producing
one MWh of electricity from a new project,
taking into account its construction, operation
and maintenance) has dropped by 84% for
solar and by 49% for onshore wind.5
At the same time, battery technology, the
essential element in ensuring continuity of
supply from intermittent, weather-related
sources such as wind and solar, has become
the most cost-competitive solution. For
lithium-ion batteries, the LCOE has fallen by
35% since the first half of 2018.
“Advances in battery technology are very
exciting, because this opens the doors for
companies to get far better use from their
on-site renewables, using battery storage and,
perhaps using the batteries in fleet vehicles
as temporary storage,” says Baroness Brown.
“It also introduces new opportunities for
companies to sell some of the energy they’re
generating themselves back to the grid when
they don’t need it, potentially creating new
revenue streams.”

“Battery Power’s Latest Plunge in Costs Threatens Coal, Gas”, Bloomberg New Energy Finance, March 26th 2019. https://about.bnef.com/blog/
battery-powers-latest-plunge-costs-threatens-coal-gas/
5
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Corporate power purchase agreements (PPAs)
The rise of a new model for green energy generation
For larger companies, corporate power
purchasing agreements, or PPAs, have
emerged as an alternative model to selfgeneration in recent years. These enable
firms to circumvent some of the cost
concerns and technical challenges.
PPAs are long-term contracts signed
between a company and a renewable
generator for the supply of electricity, often
at prices below the wholesale power price.
Typically, the power generator will own
and manage the equipment, which may
be on-site but is more typically located
remotely and routed to the company via
a direct, “private wire” arrangement. This
enables corporate customers not only to
edge closer to their sustainability targets,
but also hedge against future energy-price
risks, while providing renewable generators
with the funds to plan and build solar and
wind farms.
From 2020, for example, all Budweiser beer
brewed in Britain will be manufactured
using solar power, under a 15-year PPA
deal signed in late 2018 between the beer’s
manufacturer, Anheuser-Busch InBev (AB
InBev), and a renewable power developer.
This will see 100MW of solar projects
developed and operated on AB InBev’s
behalf, to power the company’s two main
UK breweries in Magor, South Wales and
Samlesbury, Lancashire. Between them,
these two facilities produce more than 17m
cans and bottles of Budweiser each week.

The move is part of AB InBev’s global
strategy to reduce its emissions by 25%
across its full global value chain by 2025,
against a 2017 baseline. By that year, the
brewer also aims to have switched 100%
of its purchased electricity worldwide to
renewable sources.
AB InBev is one of nearly 200 major and
influential companies that have pledged
to become 100% renewable (for the mostpart by 2026) as part of a global corporate
leadership initiative led by The Climate
Group, a non-profit.7 In 2017, the latest
year for which figures are available, PPAs
represented 20% of all the renewable energy
purchased by these firms in the US, and 17%
in India. In Europe, the figure was only 5%,
but the total amount of electricity sourced
through PPAs in the region increased by
42% between 2016 and 2017 as the market
rapidly matured.
PPAs remain a small fraction of the
overall renewables market and provide an
option that is largely closed off to smaller
companies with less purchasing power
than large multinationals. But this could
be changing, says Maf Smith, deputy CEO
of RenewablesUK. “We’re seeing definite
interest from providers around bundling
up smaller companies and helping them to
procure jointly, as part of energy clubs,” he
says. “That’s a market that’s very much still
in development, but it could in time become
a future route to green power for smaller
organisations.”

7 http://there100.org
© The Economist Intelligence Unit Limited 2019

15

16

Ready for change
Pathways to a low-emissions future

The view from a self-generation outlier
When it comes to self-generation, Tata Chemicals is
something of an outlier. The company meets 100% of
its energy needs through on-site generation, supplies
other businesses and sells electricity back to the
grid. It has done so for decades, dating back to its
days as Imperial Chemicals Industries, explains Peter
Houghton, energy director for Tata Chemicals Europe.
“In 2000 a new, large-scale CHP was built to serve
our sites, and this was operated by an energy utility
until 2013,” he explains. At that point, the company
took ownership of the CHP and set up its own energy
team, with Mr Houghton as director, although the
utility provider continues to provide operation and
maintenance services.
“Results so far have been exceptional. We supply our
own sites and some third parties, along with [meeting]
all of our heat requirements—which are extensive,
because we are more heat-intensive than electrointensive,” he says.
Although the original motivation for self-generation
was the shortcomings of the local distribution system,
the driver now is affordable heat and electricity. “Grid
electricity is very expensive, as it includes all the
subsidies for nuclear and renewables, as well as the
rapidly escalating cost of the UK’s transmission system.

Image: Axis PED
© The Economist Intelligence Unit Limited 2019

This is a major burden for energy users who take a grid
supply,” says Mr Houghton. “Self-generation underpins
our ability to compete in our markets.”
But keeping up with energy policy and its potential
impact on this model is a headache, he says. In
particular, the company is concerned by proposals put
forward by Ofgem, the UK electricity and downstream
gas regulator, to force self-generators like Tata
Chemicals Europe to pay for the UK’s transmission
system, despite not using it.
“We don’t think that’s right, and we don’t think it’s in line
with government strategy,” says Mr Houghton. “We’re
active in supporting the UK government to shape the
future energy policy, as it’s a prerequisite for a thriving
UK industrial sector. But we have to have a long-term
strategy, and that can be difficult when there doesn’t
appear to be a coherent UK energy policy.”
The absence of clarity and coherence holds businesses
like Tata back from making certain investments.
Consequently, according to Mr Houghton, although the
company has recently announced plans to build Britain’s
largest carbon capture plant (pictured), which is set to
reduce the firm’s overall carbon footprint by 10%, it
finds itself constrained in other areas, such as energy
storage, that could also make a substantial difference.
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3: Mapping the journey to net-zero
On the road to net-zero, companies will
need clear targets against which to monitor
their progress, adjust course where
necessary and accelerate where possible.
There is still much work to be done, according
to a 2018 report from the Carbon Disclosure
Project. It found that while 80% of European
companies see business risks from climate
change, over half (53%) have no overall
emissions reduction target in place and,

among those that do, less than a third are
looking beyond 2025.
Many firms don’t even measure their
emissions, a prerequisite to reporting and
setting targets. However, in the UK, the
number of companies required to disclose
their energy and carbon emissions has
increased substantially with the introduction
on 1 April 2019 of Streamlined Energy and
Carbon Reporting (SECR).

Figure 5: Firms’ reported top methods for reducing emissions
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Overall, improving energy and resource efficiency are the most used methods to reduce emissions,
but automotive manufacturers are more likely to rank on-site renewable generation as their
main focus.
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SECR extends the existing requirements
for quoted companies to report and newly
mandates annual disclosures for two classes
of organisation that were previously exempt
under the previous Carbon Reduction
Commitment (CRC) scheme. These are large
unquoted companies and large limited liability
partnerships, with “large” defined as meeting
two of the following criteria: more than 250
employees, annual turnover of more than
£36m or an annual balance sheet of more
than £18m.
The new regulations will require 11,900
companies incorporated in the UK to disclose
their energy usage, carbon emissions and any
energy efficient actions taken in their annual
reports. This represents a far greater number
of businesses than were required to act
under CRC, says Baroness Brown. In fact, the
introduction of SECR has seen a near tripling
of the 4,000 companies that were required to
report their figures under CRC.

Ambitions and motivations
“For us, we take steps to reduce our emissions,
because it makes sense from a business
and an environmental perspective—that’s
very important,” says AzkoNobel’s Ms van
Heiningen. “We need to know we’re getting
a good deal, in terms of cost savings and
emissions reductions that will help us meet
our targets, before we start a new project or
make a new investment, meanwhile we are
looking into the possibility of adding solar
panels for a broader group of sites.”
Survey respondents echo that sentiment.
When asked what most motivates their
organisation’s climate targets, environmental
concerns came out on top, cited by 34% of
respondents, followed by cost (23%), and
brand perception and customer pressure (21%).
Regulatory pressure, meanwhile, is a relatively
minor concern, suggesting that businesses
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are actively driving low-carbon transitions
independent of policies and mandates. Twelve
percent say that current regulatory pressure
is a motivator, whereas just 10% point to
anticipated regulatory pressure as a driver.
In terms of costs, setting targets for reducing
emissions often leads to savings, because
it encourages more price-conscious
procurement of energy, typically from
renewables, and drives businesses to seek
greater efficiencies in their operations and
production.
It also encourages the exploration of new
technologies, such as carbon capture. In
June 2019, Tata Chemicals Europe unveiled
plans to build Britain’s largest carbon capture
plant by 2021, at a cost of £16.7m. This will
capture carbon dioxide from a gas-fired
plant that supplies steam and power to the
company’s operations in Northwich, Cheshire
and is supported by a £4.2m grant from
the UK’s Department for Business, Energy
and Industrial Strategy. According to Peter
Houghton, the company’s energy director, this
will cut the company’s carbon footprint by
10%.
When it comes to better, deeper target setting
and monitoring, companies will need budgets
to match the scale of their ambitions, in
terms of the time and energy spent collecting
and analysing data and identifying new
opportunities for energy efficiency. In line
with this, a quarter of respondents surveyed
say that their firm has increased its emissions
reduction budget by 20% or more over the
past 24 months.

Broadening firms’ scope
Businesses are more likely to be monitoring
their direct emissions than indirect emissions
along the supply chain. In our survey,
almost a quarter (23%) estimate that they
are monitoring 60% and above of the
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direct emissions that derive from their own
production, operations and transportation of
goods. When it comes to indirect emissions
from sourcing and supply chains, however,
only one in ten monitor 60% or more, even
though these often account for the vast
majority of a company’s overall greenhouse
gas emissions.

A quarter of
respondents
surveyed say
that their firm
has increased
their emissions
reduction
budget by 20%
or more over the
past two years.

According to the most widely used
international accounting tool, the Greenhouse
Gas Protocol, emissions are categorised into
three groups or “scopes”. Scopes 1 and 2 refer
to direct emissions sources, such as fuel used
in company vehicles and purchased electricity.
Scope 3 emissions, meanwhile, cover all
emissions indirectly supported by a company’s
activities, such as purchased goods and
services and how its products are used.
Kingfisher has announced new targets in
2019 to cut its greenhouse gas emissions over
the next six years, as part of its Sustainable
Growth Plan announced in 2018, says Mr
Parsons. This includes a commitment to
reducing the company’s scope 1 and 2
emissions by 22% in absolute terms by 2025,
and its scope 3 emissions by 40% per each
£1m of turnover by the same year. Its targets
have been approved by the Science Based
Targets initiative, a global collaboration
between the Carbon Disclosure Project (CDP),

the UN Global Compact, the World Resources
Institute, and the World Wide Fund for Nature.
Scope 3 emissions, Mr Parsons agrees, can
be extremely hard to quantify, because they
typically overlap with the activities of suppliers,
vendors and partners in the company’s
value chain, often in other countries, and
are therefore outside of its direct control or
ownership—but it is nonetheless an important
area to work on, he believes. For example,
Kingfisher’s Sustainable Growth Plan features
a goal of achieving 50% of the group sales
by 2020 from products that “actively make
customers’ homes more sustainable”.
Scope 3 emissions are important in an
environmental sense, because they often
account for the vast majority of a company’s
overall greenhouse gas emissions. On average,
emissions from a company’s supply chain
are 5.5 times higher than emissions by the
company itself, according to the CDP’s Global
Supply Chain Report 2019. Having a better
picture of what scope 3 emissions look like,
in order to start tackling them, can make a
big impact on a company’s overall footprint.
Setting targets to tackle scope 3 is currently
voluntary, but energy market experts believe
that they are likely to come under increased
scrutiny as corporate low-emissions strategies
mature and deepen.
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Conclusion
Whatever new policies emerge as a result of
the UK’s net-zero target, it is clear that many
business-driven decarbonisation initiatives are
already in action. Across the country a stepchange in energy efficiency is in full swing.
When the CCC made its recommendation to
the UK government of a net-zero emissions
target by 2050, it referred to the goal as
“necessary, feasible and cost-effective”.
It is necessary, the CCC explained, in order to
respond to global climate change and meet
the UK’s commitments as a signatory of the
2015 Paris Agreement. And it is feasible and
cost-effective, the CCC said, because the
technologies and approaches to deliver netzero are well-understood and the cost of the
key technologies involved is falling. In fact,
the CCC estimates that the new target can be
delivered at the same cost (between 1% and
2% of 2050 GDP) as the previous target of 80%
by 2050.
However, business leaders are not complacent
about the scale of the challenge that lies ahead.
While they may be confident about the ability
of their own companies to reach the net-zero
target by 2050, they are less bullish about the
prospects for their industries as a whole.
There will be no room for slacking for business
leaders on the road to a low-carbon, lowemissions Britain—but the signs are positive
that cheaper renewables, more accessible
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battery power, newer technologies such as
carbon capture, and a more concerted effort
on tackling both direct and indirect emissions
will put more ambitious targets within reach.
There are three main areas of priority for
business:
• sourcing more electricity from renewable
sources, to replace what is today derived
from fossil fuels—whether through selfgeneration, green tariffs with energy
suppliers or PPAs;
• identifying new areas for energy efficiency
within operations, through such measures as
introducing electric vehicles, and reducing
the heating and lighting needs of business
premises; and
• measuring progress meticulously, through
the establishment of energy-efficiency
targets and regular monitoring of progress
against them. Where possible, businesses
will increasingly seek to target scope 3
emissions in the wider supply chain, as this
is where some of the biggest gains are to
be made.
Low-emissions strategies are now a vital part
of business planning. Target-setting initiatives
have the potential to provide a launchpad for
new thinking about how operations, products,
services and supply chains will need to evolve
in the years to come.
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