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Preface

Behind a fire station and across the street from a jazz club in Cambridge,
Massachusetts, there was a simple, brick apartment building. It had baseboard
heating, a coin-operated laundry in the basement, and not much more. While
growing up there in the 1980s, money was tight. My mother made sure my
sister and | turned off the lights as we left a room and put on a sweater if we
complained about the New England winter. Hot summer nights meant catch-
ing a cool breeze through open windows along with fire truck sirens and jazz
music. Every dollar spent on the electric bill was a dollar lost toward our
groceries and schooling.

Little could | have imagined that thirty years later, | would devote myself to
helping millions of other families to live in more energy- and water-efficient
apartment buildings, spend less on their utilities, and be comfortable in their
homes in summer and winter. Figuring out how to do that would eventually
lead to the writing of this book.

As a consultant to utility companies in the early 2000s, | began to observe a
shift in the energy and commercial real estate industries. Real estate develop-
ers were adopting energy-efficient construction, installing solar panels, and
reducing their energy demand from the traditional energy grid. This new inter-
section of business and the environment changed the direction of my career. |
went from programming energy price forecasting systems to evaluating the
viability of methane biodigesters in emerging markets and advising asset man-
agers on the sustainability strategy of their commercial real estate portfolios.

In 2010, Fannie Mae hired me to start a “green initiative” for their multifamily
business, returning me to the world of apartment buildings. My mission was
to find a way to transform their core product, a commercial mortgage, to
become “greener” The question was, how does one “green” a mortgage for
apartment buildings? Not only did these green mortgages have to maintain
profitability and low credit risk, but | was adamant that they also had to
improve the quality of housing and lower the energy and water bills for low-
and moderate-income families.

How did we begin to make apartment buildings more energy- and water-
efficient? A partnership with the US Department of Housing and Urban
Development led to the piloting of multiple green mortgage products and the
issuance of the first commercial green bond. To integrate sustainability prin-
ciples into the existing loan underwriting process, my team and | created a
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standardized energy audit report that an energy engineer could deliver quickly
and a lender could understand and underwrite to. It also satisfied green bond
investors’ demand for rigor, consistency, and transparency. | partnered with
peers across internal departments, originators at primary lenders, and stake-
holders at industry associations to put new green mortgage products in the
hands of apartment building owners. Together, these approaches catalyzed a
transformation across the multifamily commercial mortgage value chain. As of
year-end 2021, Fannie Mae had issued more than $100 billion in green bonds
backed by green mortgages.

Over this same time, awareness and agreement had risen exponentially that
business and civil society needed to act to combat climate change and social
issues, thanks to the steadfast efforts of activists, non-governmental organiza-
tions, and the private sector. New frameworks such as the Sustainability
Accounting Standards Board (SASB) and the Task Force on Climate-related
Financial Disclosures (TCFD) had been established to treat environmental
data with the same rigor as financial data. And investors in the United States
and Europe began to ask questions about companies’ environmental, social,
and governance performance, or more commonly known as ESG. ESG was
being adopted as a strategic approach to assess a company’s purpose, risk
management, and value, married with qualitative and quantitative data.
Recognizing this shift in the market toward ESG, | raised the imperative to
launch an enterprise ESG strategy with Fannie Mae leadership. In 2019, |
became Fannie Mae’s first ESG officer. | thank Fannie Mae’s leadership for tak-
ing this leap of faith and continuing to drive the company’s ESG transforma-
tion today.

As | built these strategies at Fannie Mae, | would turn to my peers leading
sustainability, green financing, and ESG strategies for advice. We traded sto-
ries about what worked—and what didn't—when integrating sustainability
into the core services and products of our respective global firms, how to
secure the yes to pilot new technologies, and more. | realized that we most
frequently talked about how to implement successful sustainability and ESG
strategies, not why. We had all answered why we had to act to meet humanity’s
critical challenges, such as climate change and racial inequity. The fact that my
peers held senior executive positions at global organizations meant that their
executive leadership and boards had answered the why question, too.

The unanswered how questions we discussed were complex, and their poten-
tial answers differed depending on the industry. How do you accelerate the
positive environmental sustainability and social impact at a company with bil-
lions in revenue and operating across multiple continents? How do you over-
come internal inertia to launch new pilots or retool a process? How does the
executive management team maintain focus on decades-long ESG goals when
challenged by present-day quarterly financial targets? How do companies in
different industries, from financial services to food and beverage, prioritize
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the issues material to their diverse stakeholders, from regulatory bodies to
farmers? How do chief sustainability officers lead differently than their C-suite
peers! What is the future of business when seen through a sustainability lens?

Continuing global social, economic, and health crises told me that, now more
than ever, companies and their leadership would need and want to know the
answers to these how questions about ESG and sustainability. So, in 2021 |
sought the answers with the help of twenty-five executives from Fortune 500
companies and globally recognized brands in diverse industries. This book,
Chief Sustainability Officers At Work, captures our conversations about the how
of sustainability and ESG, and at times, we even revisited the why.

For simplicity, | use the term chief sustainability officer, or CSO, as an umbrella
term for senior executives of sustainability, heads of ESG, and managing direc-
tors of sustainable finance. However, there is no such thing as a cookie-cutter
CSO. Their professional experience spans procurement to marketing to think
tanks, and they lead their company’s sustainability strategies from London,
Singapore, and Hong Kong to New York and Seattle. Not surprisingly, these
executives are frequently entrusted with responsibilities beyond sustainability,
such as enterprise strategy, stakeholder management, procurement, human
resources, philanthropy, and more.

Yet, as | asked these executives how one leads a credible, scalable, successful
sustainability and ESG strategy, | heard five themes repeated often: priorities,
patience, products, process, and partnerships. Eventually, five complete answers
coalesced around the themes and echoed my experience building and leading
a green bond business and an enterprise ESG strategy.

e Know the priorities.

e Invest in patience.

e Integrate with products.

e Catalyze process and systems change.

e Forge new partnerships.

CSOs know the priorities of their external and internal stakeholders. With that
knowledge, they focus their company’s resources on them to drive environ-
mental and social impact and financial value. Katherine Neebe of Duke Energy
crystallizes the questions that every company must answer as it embarks on
a sustainability journey: What issues matter to the company, and to which
issues does the company matter? Even when the stakeholders are many, and
their opinions are diametrically opposed, it’s important to listen and identify
how to authentically address them, as Michelle Edkins and Alexis Rosenblum
at BlackRock point out.
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CSOs must innovate to create the techniques, tools, and technologies to
close the gap between what’s possible today and their ambitious ESG goals for
2030 and beyond. But the level of innovation needed to close the gap requires
CSOs and their companies to invest in patience. It may take years for the new
solutions to be scalable, profitable, and impactful. Ezgi Barcenas and the exec-
utive management team at Anheuser-Busch InBev made that investment when
they concurrently approved ambitious ESG goals and a new accelerator pro-
gram to pilot and scale sustainable innovations.

How do CSOs make progress on ESG strategies in the meantime? By integrat-
ing ESG and sustainability principles within new and existing products. Virginie
Helias at Procter & Gamble showed the power of this answer many times,
whether developing a Head & Shoulders bottle made from recycled plastic or
launching an education campaign for consumers to use cooler water in their
washing machines and save energy.

CSOs catalyze changes in processes and systems to manage their risks and cre-
ate positive outcomes. At PVH, Marissa (Pagnani) McGowan and her team
changed the auditing process for thousands of garment factories, allowing
PVH to better understand where they produce their clothing, support their
workers, and increase environmental efficiency. At the macro level, Steve
Waygood of Aviva Investors, raises the need to redefine the role of the G20,
the United Nations, and the Organisation for Economic Co-operation and
Development to better support humanity and the planet.

Last but not least, CSOs told me about the importance of forging new partner-
ships. Kara Hurst of Amazon credits public-private partnerships, such as The
Climate Pledge and the Lowering Emissions by Accelerating Forest finance
(LEAF) Coalition, for amplifying the call to action on climate change and
implementing solutions to solve it.

Together these executives paint a picture of what it is to be a chief sustain-
ability officer and what it takes to know how to address sustainability, not just
why. These are timeless lessons for any leader, but especially for those seeking
to forge a new sustainable and impactful way of doing business. Whether you
are an experienced sustainability professional, joining a new ESG team, or a
“non-sustainability” leader determining what sustainability means for your
business line, these lessons will help you navigate opportunities and the
road ahead.

Our planet is in desperate need of leaders like these CSOs. Once you know
how to lead a successful sustainability and ESG strategy, | hope you join us.

—Cohrissa Pagitsas
February I, 2022
Washington, DC



Introduction

This book contains twenty-four in-depth interviews with chief sustainability
officers (CSOs) and senior executives leading sustainability and environmen-
tal, social, and governance (ESG) at Fortune 500 firms and globally recognized
brands. Each chapter captures rich conversations between the executive and
the author on the intersection of sustainability and business.

These executives play a central role in their company’s long-term growth
strategies by stewarding the environmental and social impact of core products
and services. The CSOs are navigating how to address climate change and
social injustice while regulatory frameworks and investor expectations con-
tinue to shift. They give a glimpse into the future of sustainability and business
and what motivates them daily to tackle our world’s greatest challenges.

Whether you are a sustainability professional, member of the board of direc-
tors, or leader in your company’s business lines or operations, this book will
help you navigate this new sustainable way of doing business. The CSOs reveal
how they successfully partner with their peers across the company and with
public and private entities externally, a critical skill for any business leader.

In each chapter, CSOs share their companies’ sustainability and ESG goals as
of year-end 2021. Over time, the goals will likely change as they expand their
company’s ambitions, however, the lessons they share on how to lead enter-
prise strategies are enduring. Likewise, the technical language and the practice
of sustainability and ESG are quickly evolving and broad. Throughout these
chapters, the executives use different words for the same or similar concepts,
such as greenhouse gases and carbon emissions. To maintain each interviewee’s
unique voice and stay true to the strategy they lead, these terms have not
been standardized.

Who Should Read This Book?

e (CSOs and ESG leaders and their teams

e C-level executives and board members
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Business leaders partnering with sustainability leaders
and teams

Sustainability and ESG consultants
Students studying sustainability and business

All others who interface with sustainability and ESG
functions in their roles

the Reader Will Learn

How CSOs lead sustainability strategies at global billion-
dollar companies to create positive environmental and
social impact and financial value

How the business landscape may change over the next
five to ten years as a result of sustainability and ESG

How to partner with internal peers and boards of direc-
tors to integrate sustainability into core business prod-
ucts and services

How to navigate a moving regulatory landscape while
creating meaningful and authentic partnerships with
external stakeholders

Sample Questions

Each CSO was interviewed about their views on business and sustainability
strategy, the broad field of sustainability, ESG, and sustainable finance, and
their leadership approach and management style. The following questions
provide an overview of the questions asked, although no two interviews were
alike. Each conversation between the executive and the author generally

lasted an hour and was edited for clarity and readability.

Strategy

How do you accelerate a company’s positive environ-
mental and social impact and create value at a global
company with billions in revenue?

How do you overcome internal inertia to launch new
pilots or retool a process?

Who is ultimately responsible for the success of the sus-
tainability strategy?
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e How does the executive management team balance ESG
goals with target dates of 2030 and 2040 with quarterly
financial targets?

e How do companies in different industries, from financial
services to food and beverage, prioritize issues material
to their diverse stakeholders, from regulatory bodies to
farmers?

Sustainability, ESG, and Sustainable Finance

e  What are the primary pillars of your company’s sustain-
ability, ESG, or sustainable finance strategy?

e What ambitious goals have been set to address climate
change and greenhouse gas scopes |, 2, and 3 emissions?

e How do you use reporting frameworks such as the Task
Force on Climate-related Financial Disclosures (TCFD)
and the Sustainability Accounting Standards Board (SASB)?

e What role do the United Nations Sustainable
Development Goals (UN SDGs) have in your company’s
strategy?

e How are financial services institutions helping clients in
traditional energy and fossil fuel industries transition to a
low-carbon future?

e  What are the implications of the agreements made at the
UN Conference of the Parties (COP) held in Glasgow
in 20217

e How do diversity, equity, and inclusion intersect with a
sustainability strategy?

Leadership and Management
e How do chief sustainability officers lead differently than
their C-suite peers!?

e Where does the sustainability team sit within the organi-
zation, and why was it placed there?

e How has your role changed since you came into the
position?

e  What skills and experience do you look for when hiring
people to join your team?
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e What is your philosophy and approach to leadership as a
senior executive?

e What were pivotal moments in your career that altered
your approach to business?

Learn from these executives’ hard-won experiences and become ready to
lead your business into a more sustainable and equitable future.
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