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Far from costing firms money, a new
environmentally friendly business model
offers cost savings and profitable commercial
opportunities, according to a report sponsored
by the Sustainable Technologies Initiative (STI).

The ‘service solution’ model decouples
economic growth from environmental impact.
Firms provide a complete service to customers
instead of selling products alone – transport
instead of just trucks, for example, or industrial
cleaning instead of chemical solvents. Profits
no longer depend on selling more products
but on using resources as productively as
possible.

An STI research project led by Green Alliance
demonstrates how the idea can reduce
environmental impact significantly while
helping companies to cut costs. Case studies
show how the model is being introduced
successfully in the chemical, energy and
agricultural industries, and by companies such
as Sainsbury’s, Airbus and Castrol.

‘Cost savings are exactly what we are talking
about,’ says project manager Jennie Oldham
of Green Alliance. ‘It’s not just a nice
environmental idea. In chemical management
services, for example, you are looking at huge
potential economic benefits.’

Partner organisations TXU, the University of
Bradford, Yorkshire Forward and the Chemical
Industries Association joined Green Alliance
in the 12-month research project. Sponsorship
was awarded as part of the STI’s programme
of collaborative research aimed at improving
the sustainability of UK business. With
funding from the DTI, Defra and three research
councils, the STI is supporting new ways to
achieve economic growth and employment
while safeguarding the environment and
conserving natural resources.

Green Alliance’s project network has brought
together business, government, academic
research and environmental organisations.
Conferences have covered key areas such as
chemical management services and eco-
efficiency in agriculture and buildings.

Members collaborate through an email
network and website (www.green-
alliance.org.uk).

The report, ‘Delivering resource productivity:
the service solution’, looks at potential in the
chemicals, energy and agriculture sectors. It
illustrates how firms such as multinational
Haas TCM are already applying the model. The
company has stopped making chemical
products and now provides a chemical
management service to the automotive,
aerospace and electronics industries amongst
others, reducing use of chemicals and
associated costs.

In the automobile industry, PPG Industries is
helping a customer to save an estimated
€10,000 per month through a chemical
management service programme at a new car
plant in Poland. In aerospace, Castrol is using
the business model to deliver a fluid
management system at Airbus, resulting in
cost savings and reduction in waste volume.

Sainsbury’s has signed a contract with RWE
Solutions UK Ltd to provide energy
management services. The supermarket group
aims to reduce its energy consumption by 11%
over two years, while meeting its target to
reduce carbon dioxide emissions by 10% by
2005.

‘As a business model, the service solution fits
very well with current trends,’ explains Jennie
Oldham. ‘You are fundamentally shifting the
way you sell your product, which can produce
new business opportunities.’

She is encouraged by the reaction to the project.
‘It has built up a lot of momentum.  We are
finding that more companies are interested in
introducing the idea and the Government is
showing interest too.’

The Sustainable Technologies Initiative has
given an important boost, she adds. ‘The STI
programme is a very useful network to be
plugged into, to support research projects like
this that can help to formulate policy and
generate new ideas and expertise to take

It’s about supplying a complete painting
service for a car factory instead of just selling
paint – or providing warm homes instead of
just electricity. The switch from selling
products to service solutions offers profitable
new business opportunities as well as being
better for the environment.

SERVICE SOLUTION:
GREEN PROFITS

‘Cost savings are exactly
what we are talking
about. It’s not just a nice
environmental idea. In
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forward.’

The report recommends creation of a new policy
framework to encourage service innovation.
Policy makers are urged to consider how policy
and regulation can support further uptake of
the service model. Businesses are encouraged to
take advantage of new revenue streams and cost
savings while meeting environmental
obligations.

Additional project information
and background

Who are the project partners?
Green Alliance is an independent charity that
promotes sustainable development by ensuring
that the environment is at the heart of decision-
making. It works with senior people in
government, parliament, business and the
environmental movement to encourage new
ideas, dialogue and solutions. The other project
partners are TXU, the University of Bradford,
Yorkshire Forward and the Chemical Industries
Association.

Where did the idea for this project come from?
It builds on previous work by Green Alliance,
which explored ways to increase resource
productivity. Results were published in the
report ‘Building a bright green economy: an
agenda for action on resource productivity’.

The project also drew on the success of the
Chemical Strategies Partnership in the United
States (www.chemicalstrategies.org). CSP is a
non-profit organisation that works to reduce
chemical use, waste, risks and cost through
transformation of the chemical supply chain.

What does a service solution mean?
The service solution is a new type of strategic
business model. Instead of just selling
commodities or products, companies provide
services to meet a function or need. In the
process, they take responsibility for the way
their products are used.

Why should selling a service be more
environmentally friendly than selling a product?

The idea is to increase productivity with which
resources are used in order to reduce the
environmental impact of economic activity,
such as climate change, air pollution and loss
of biodiversity. The service solution provides a
way to decouple economic growth from
environmental impact.

If it benefits the environment, surely it must
increase costs to businesses?
Service solutions can reduce costs by providing
an incentive to use resources as productively as
possible. Profits are no longer tied to the number
of products sold but depend on the value of
services supplied. Selling fewer products can
actually increase profits.

Will customers gain too?
Customers and suppliers both benefit because
using resources more efficiently reduces costs.
Efficiency gains can be made by looking at every
aspect of how a product is used. The customer
can also benefit from reduced risk associated
with health and safety issues, and better data
management.

What was the scope of the report?
The report looks at areas where the service
approach can be used. At present the most
highly developed area is chemical management
services, which already have a proven track
record of economic and environmental success
in the United States and Europe. The report also
explores energy services, where there is a more
mixed record so far, and agricultural services
where the potential is only now becoming
recognised.

What kinds of recommendations are made?
The report identifies specific barriers to service
solutions in the chemicals, energy and
agriculture sectors. To encourage service
innovation, it recommends creation of a policy
framework that internalises environmental costs
into the price of resources. In addition, there is
a need for greater promotion, support and
advice for companies wishing to introduce a
service programme.

What happens next?
Members of the Service Innovation for
Sustainability Network are taking forward
projects based on the service model, and Green
Alliance is planning projects at regional and EU
level, in the chemicals and energy sectors.
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The STI is  a programme of collaborative research and development
aimed at improving the sustainability of UK business. The aim is to
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sustainable technologies. The Programme is sponsored by the
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