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Ford's announcement last month of a major finameitructuring, on top of earlier news of
third-quarter losses of $5.8 billion as well asngl#o lay off one-third of its 47,000 salaried
workforce and shutter 16 facilities, shocked maegpie. The company's disintegration should
not, however, come as a surprise. Ford's blue-amtewgo once embodied America's industrial
might. It now stands as a symbol of short-sighteshagement.

In particular, Ford executives misjudged the sgiatenportance of a cluster of energy and
environment issues. The company continued to bargas-guzzling SUVs and light trucks even
as fuel prices shot up, tailpipe emissions loonaegdr as an issue, and consumer tastes shifted
toward more fuel-efficient cars. Meanwhile, Toysthatisk trade in green vehicles like the hybrid
Prius and a "cool" and eco-friendly reputation Eé&wenjoying record profits and poised to
overtake GM as the world's largest auto maker.

Ford isn't the only company to have been blindstaethe "Green Wave" washing over the
business world. But it is ironic that just-depar@8O Bill Ford, who was known for his
environmental interests, never succeeded in getisteadership team to understand the need to
make the environment a core element of the comp&mginess strategy.

Today, no company can afford to ignore the chaksngpsed by pollution control, natural
resource management and energy consumption. Bedewers in manufacturing and services,
big companies and small, must prepare for a wdrteybter supplies of fossil fuels (and

resulting high prices), greenhouse gas emissionsals, limited water and rising resource costs.
Businesses also face demands from an array of nemoament-oriented stakeholders including
bankers, market analysts, customers, employeesanchunities, in addition to the traditional
pressures from regulators, environmental groupso#imelr NGOs.

While every business must manage the risks and obsinvironmental protection, some are
also finding an upside to going green. With itsd@agination” thrust, GE has positioned itself
to respond to society's environmental problems. QEfSImmelt envisions billion-dollar
businesses selling wind turbines, more efficiehejgines and drinking-water purification
systems. From Ikea to Coca-Cola, companies arenfindays to differentiate their products,
create new lines of business, win customer loyatiy enhance their brand value by taking up
their customers' environmental interests and values

Even Wal-Mart has emerged as a major player imibréd of corporate sustainability. CEO Lee
Scott has promised to cut his company's energpus®%, reduce waste by 25%, and become
the world's leading seller of organic products.



So what went wrong in Detroit? And what are thedes for the business community more
generally? Three main points can be drawn from 'Bamllapse, which has a number of causes,
including skyrocketing health-care costs and busdere retiree benefits, but a fundamental link
to mishandled environmental strategy.

First, the Green Wave is real. Companies needaro leow to manage environmental challenges
or they will be taken under. It is not enough torsgor beach clean-ups and contribute a few
dollars to the local environmental group. Corpotasslers need to look at their operations
through a green lens and fold environmental thigkno their core business strategy.

Second, to target their environmental efforts, canigs need to map their ecological “footprint.”
Ford had eco-initiatives, but they failed to addréee company's real vulnerabilities. In fact,
Ford's redesigned River Rouge manufacturing fgdilétd state-of-the-art environmental features
including a grass roof and natural ventilation. Ahd company contributed millions of dollars to
rainforest protection. But Ford's problem wasnltytion at its factories, and it certainly wasn't
deforestation of the jungle. No, Ford's strategmus needed to be on its vehicles. The market
shift toward more eco-friendly and efficient caesight Ford flat-footed with a product line
heavy on fuel-chugging and pollution-spewing behimdike the Expedition and Navigator.

Every business needs to understand its environinexpasure. If you're Coca-Cola, you need to
face up to water issues -- as CEO Neville Isdallamg. If you're an auto maker, fuel efficiency
and tailpipe emissions have to be at the hearbof gtrategy.

Third, there is money to be made solving societg\aronmental problems. If GE's multibillion-
dollar bet on ecomagination is not a sufficiennaigof this reality, Toyota's success surely is.
Dozens of other companies are finding opportuntbesirn green to gold. Shaklee, for example,
has built a thriving business selling nutritionapplements and eco-safe cleaning supplies with a
focus on living in harmony with nature. To backitgogreen image, the company has promised
to offset all its carbon emissions and to plantilian trees in North America.

The bottom line is clear: Environmental factorséamerged front and center in business. Ford
is paying a high price for missing this developm&ia company can afford to ignore this object
lesson.
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