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INTRODUCTION

Reliable access to natural resources is of critical importance to government, business
and consumers alike. No business can function without dependable access to resources
and as a result, threats from the risks to supply are on the business community’s
radar. Recognition of the opportunities stemming from the increased interest in
sustainability is less well developed, but businesses are becoming more aware of the
cost-savings and operational and market advantages of placing resource security and
efficiency at the forefront of business.
The supply of natural resources is governed by three interconnected factors: physical,
geopolitical and economic, which affect the volume, accessibility and economic
viability of resources.
Demand drivers include economic, demographic and income growth, environmental
concerns, price pressures and increasing technology. These drivers are interconnected,
making it difficult to predict future demand.
The rise of sustainability is having a transformative effect on natural resources. Today,
green concerns have an impact on the purchasing decisions of almost all consumers.
From the “casual green”, who purchases private label green products and places
sustainability behind convenience, price or quality, to deep green consumers, who
demand that every aspect of a product is unquestionably sustainable.
A highly developed corporate social responsibility policy is a necessity today and
ticking one or two boxes is no longer enough—sustainability must be embedded into
every aspect of the supply chain, from suppliers through to transport and disposal.
Businesses are expected to play a lead role in promoting sustainable goals.
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This white paper is an examination of the major resource types: energy, water, food
metals and minerals, analysing the key drivers affecting supply and demand for
natural resources and taking into account economic, demographic and income
growth, environmental concerns and the rise of consumer and government demands
for sustainable products and services. We explore the threats posed to businesses
such as operational, reputational, regulatory and market risks and issues surrounding
natural resources and sustainability that present opportunities as well as risks.
These opportunities, including resource efficiency, embracing the circular economy,
substitution, new avenues for growth and the emergence of new business models,
are discussed at length.
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NATURAL RESOURCES
EXPLORED

Energy

According to the Energy Information Administration (eia), global energy consumption
is expected to increase by more than a third to 2040, with growth continuing to be
driven entirely by non-oecd countries. In contrast, the
European Union (EU) is expected to see its energy consumption
fall 15% by 2040, as a result of demographic and structural
economic trends, combined with greater energy efficiency.
world’s
population
Renewables will play an increasingly important role, and natural
without
gas—the cleanest fossil fuel—is the only fossil fuel that will
electricity
see an increase in consumption. An estimated 17% of the world’s
population does not have access to electricity and the UN’s
Sustainable Development Goals include the target to achieve universal access to
energy by 2030.

17%

As well as access to energy, the prices paid are of key concern to business. Price
volatility, in particular, has an important impact on the bottom line. Although we
are currently in a period of low prices, uncertainty is still a key concern for government,
business and consumers alike. Changes in energy prices have important flow-on effects
on the price of other commodities and goods and services. Operational (e.g. heating)
and input costs (e.g. materials) are all affected by unpredictable energy prices.
Meanwhile, consumers are increasingly keen on energy-efficient appliances, in order
to keep their own costs under control.
In light of the global emphasis on climate change, regulatory changes also have an
impact on the supply and cost of energy. The successful completion of the 2015 Paris
Climate Conference (Cop21), signed by 195 countries, is considered the first ever
universal and legally binding agreement on climate matters and aims to keep global
warming under 2°C above pre-industrial levels. Household names across the
world, including ikea, Google, Philips and L’Oreal, partnered or sponsored the Paris
event. Businesses recognise they will have to play a key role in climate change
mitigation through increased regulation but also through consumer demands for not
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only sustainable goods and services, but
also sustainable practices throughout
the entire value chain. Climate change
is not just a risk for the energy industry
or heavy polluters but is just as much
a concern for consumer goods industries.

Levels of Self-Sufficiency in Selected
Energy Sources in G7 Countries: 2015
Primary energy production as percent
of supply
Coal
Oil
Natural Gas
Canada

Placing more emphasis on energy
efficiency is likely to be an important
direction for business coming under
increasing pressure to reduce carbon
emissions. Regulations covering the
energy consumption of transport will
affect a myriad of businesses, as will
moves to increase the energy efficiency
of new equipment and raw materials
such as concrete, steel and plastics.
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Source: Euromonitor
International from
International Energy
Agency
Note: Coal includes peat
and oil shale; oil includes
natural gas liquids (NGL)

UK
Energy security and shortages should
also not be overlooked. A reliance
on energy imports, particularly if the
USA
imports are from a narrow range of
countries, increases risk. The political
0
50
100 125
stability of important supply countries
should also be considered. Energy
shortages should also be planned for—and not just in emerging economies—cold
winters can bring short-term disruptions to supplies in the developed world, where
stocks are low

Water

Water stress and poor water stewardship can have a sizeable impact on profit and
a huge impact on reputation and operations. The most obviously affected sector is the
food and drinks industry, where water is a key input. But many other sectors are also
at risk including apparel, energy and beauty and personal care.
The Organisation for Economic Cooperation and Development (oecd) projects that
four billion people could be living in areas with high water stress by 2050, mostly
in non-oecd countries. Water shortages or security concerns can be driven by
population growth, urbanisation, water pollution, increased use of irrigation and
the over-exploitation of groundwater, floods and climate change.

4
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Global Water Use: 2015
Percent of total water withdrawals
Agriculture
Industry
Municipal
Middle East and Africa
Asia Pacific
Latin America
World
Australasia
North America
Western Europe

There is an enormously unequal
distribution of water across the world,
but transporting water long distances
is economically unviable with the
exception of bottled water. Water
shortages are likely to lead to continued
pressure for the most efficient use of
water resources. The real value of water
has been recognised, with governments
and international organisations talking
about the proper pricing of water. For
instance, oecd studies have shown that
when people are charged for the amount
of water their household actually uses
rather than a flat fee, consumption falls
by 20%.

Eastern Europe

Expect governments to encourage the
use of water-efficient appliances either
Source: Euromonitor International from UN AQUASTAT
through tax breaks, subsidies or
regulation. The use of water meters will
also become more prevalent. Many companies have already begun to tackle this
issue by instigating new production techniques, which use less water, or by recycling
water. Consumers are also increasingly demanding water-efficient products and
manufacturing techniques, with reputational risk a key concern for those caught
over-exploiting water resources.
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Food

Agricultural supplies tend to be subject to strong seasonal production patterns.
Demographic growth, urbanisation, pressure on agricultural land driven by the use of
biofuels, weather events and the impact of climate change add to growing stresses on
agricultural markets. Population growth and increasing incomes, which have in turn
led to changes in diet, have given rise to one of the world’s greatest challenges
and biggest opportunities: feeding Asia. Overall spending on food in the region has
increased and as Asian consumers move away from basic staples, this increased
demand is being felt in specific areas more than others. For example, demand for
meat, dairy and fruit has been particularly strong. This has led to pressure on supplies,
leading to large increases in imports in some cases.
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Like energy, food security is highly vulnerable to external shocks. Food price spikes
in 2008 combined with the global financial crisis of 2008–2009, dampened
purchasing power among vast swathes of the population. This led to an increase in
undernourishment globally and sparked social unrest in many countries. In
2015–2016, El Niño, a weather phenomenon characterised by an abnormal warming
of surface waters in the eastern Pacific Ocean, wrought havoc across the globe.
In India, a drought and two failed monsoons led to badly damaged crops including
rice, maize and sugar and crops were damaged in huge swathes of Latin America,
Sub-Saharan Africa and Asia Pacific.
Governments are attempting to improve food security by increasing agricultural
productivity to produce more food with fewer land, labour and water resources. Efforts
to reduce food waste are also apparent across the supply chain. Another strategy is
to increase the diversification of supplies and avoid over-reliance on a small number of
import partners, also controversially, by buying up farmland overseas. For instance,
the Chinese government has purchased land in Sub-Saharan Africa and also in Ukraine,
but this approach is fraught with risk as the current situation in Ukraine exemplifies.
Some governments have also resorted to stockpiling food to contain potential crises.
For example, in Singapore, a country that imports almost all its food, it is mandatory
for rice importers to hold a two-month stockpile in government warehouses.
Chinese Imports of Selected Food Stuffs: 2010–2015
2010=100
450
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TOTAL IMPORTS

CEREALS

DAIRY PRODUCTS, MEAT
EGGS, HONEY

FRUITS & NUTS

VEGETABLES

FISH

Source: Euromonitor International from United Nations (UN), International Merchandise Trade Statistics
Note: Meat includes edible meat offal; fish includes crustaceans, molluscs and aquatic invertebrates.

Food shortages and fears tend to be more apparent in poorer countries, where
agriculture is often at the subsistence level, or for the poor within any country. This is
because a larger proportion of budgets of low-income consumers are devoted to food.
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Metals and minerals

Since the 1990s, the mining sector has undergone an important shift, with emerging
markets increasing their importance as both producers and consumers. With supply
slow to react to changes in demand, this shift has important consequences for
the price and security of supplies. Political stability, quality of infrastructure, the
investment climate, as well as metal discoveries, all play an important role in supply.

Prices of many metals are closely linked to the performance of the Chinese economy.
China is the largest consumer of most metals and was responsible for around
60% of global iron ore consumption,
50% of global copper consumption, 48% Supply Concentration of Major Base
Metals: 2015
of global aluminium consumption and
Percent of global production
45% of global nickel consumption in 2014.
First
Second
Third
Others
For example, copper usage is essential for
construction, infrastructure projects and
the transport sector. Economic growth
in emerging markets, such as China and
India, have been the key driver of
demand and the subsequent slowdown in
China a key driver of falling copper prices.
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Iron Ore
Copper Ore
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Another interesting example is rare
Source: Euromonitor International from BGS, USGS
Note: Data refer to the % of global production from the
earths, which are used in catalysts,
world’s first, second and third largest producers of the
abrasives, magnets and electrodes
selected metal.
amongst many other products. These
minerals are vital in many modern
technologies including consumer electronics, energy-saving light bulbs and lasers.
According to the US Geological Survey, in 2015 China was responsible for 85% of
the world’s production of rare earths, with Australia the second
largest producer at 8%. This concentration of supplies causes
bottlenecks and price volatility that led to widespread fears over
shortages in 2010 when China cut its export quotas. The crisis
China’s share of
global rare earth
failed to materialise but the risks due to the over-concentration
production
of supply still remain.

85%
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In the long term, a variety of factors impacts the supply and demand of natural
resources. The complex nature of these factors and their interplay makes it difficult to
accurately assess the likely impact on businesses of future developments in natural
resources. This is why a comprehensive strategy and one that is constantly renewed
is vital.

Supply risks
Physical risks
Physical risks of natural resources
Oil Reserves to Production Ratio: 2015
include the actual volume of the resource Reserves to production ratio, years;
number refers to global rank in total
available and also its accessibility. It
oil reserves
is important to recognise that as new
Venezuela 1
discoveries are made or become
Iraq 5
economically viable, or new technologies
emerge which aid extraction or increase
Canada 2
yield, the volume of reserves shift. For
Iran 4
instance, global proven oil reserves grew
Libya 10
by 36.1% between 2010 and 2015, driven
Kuwait 7
in large part by oil sands in Canada.
UAE 8
However, Canada’s oil is generally more
Saudi Arabia 3
expensive to produce than conventional
Russia 6
crude oil. As more traditional supplies of
USA 9
resources are depleted, mining becomes
0
100
200
350
more difficult and costly, as the quality
Source: Euromonitor International from International
of ores mined decreases. This has flowEnergy Agency/BP
on effects to the amount of water and
energy needed and the amount of waste
generated. Even renewable resources, such as fish stocks or water, can be become
finite by over-use.
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Investment in the natural resources sector is generally long term, finances cannot be
approved and new capacity cannot come on-stream overnight. As a result, physical
supply tends to lag behind increases in demand.
Climate change and weather-related disasters can also have an impact on physical
supplies. For example, the US drought of 2012 severely impacted wheat and soybean
production and the Japanese earthquake and tsunami
of 2011 impacted global supplies to the semiconductor
industry. More recently, 2016’s El Niño, one of the strongest
on record, is having a global impact on food production
people affected by El
Niño-related weather
with 60 million people affected by El Niño-related droughts,
floods and extreme hot and cold weather.

60mn

Finally, recycling has an ever-greater impact on the physical supplies of resources.
Secondary production can account for a large proportion of materials in use. For
instance, the UK Geological Society estimates that around 80% of all the copper ever
mined is still in use today.

Geopolitical risks
Geopolitical risks include the impact of stockpiling, quotas, export restrictions, changes
to legislation, conflict and the geographical concentration of supply of some
materials. A good example of a resource that suffers from geopolitical risk is rare earth
metals. The production of rare earths is currently dominated by China, which until
2015, imposed export quotas, causing prices to surge. Although the quotas have been
removed, the Chinese government still applies taxes that make it more cost-effective
to use rare earths in China than to export them.
Many vital natural resources are located
in unstable economies—for instance, the
Democratic Republic of Congo has some
of the world’s largest reserves of cobalt,
coltan and tungsten. Many mines are
located in the east of the country, where
the security situation is tense. This also
increases costs and risks.

Some Uses of the Democratic Republic
of Congo’s Mineral Wealth
Cobalt

Semi-conductors, batteries,
engines

Coltan

Mobile phones, computers,
electronics

Tungsten

Light bulbs, tvs, mobile
phones

Source: Euromonitor International
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Many countries rich in natural resources are moving to add value by processing the
raw material or manufacturing the end product, rather than simply exporting raw
materials. This can also limit supplies in international markets. Indonesia is a case in
point with the government working to move up the value chain. This strategy
included an unprocessed mineral exports ban, which came in stages since 2014. The
ban has exerted a negative impact on mineral exports from Indonesia, whilst failing
to significantly increase smelting capacity, creating supply challenges.
Indonesia Exports of Ores, Slag and Ash: 1990–2015
8,000
Exports (fob) of Ores, Slag and Ash, US$ millions
7,000

2014 Export ban introduced

6,000
5,000
4,000
3,000
2,000
1,000
0
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1995

2000

2005

2010
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Source: Euromonitor International from United Nations (UN), International Merchandise Trade Statistics

Finally, the policy environment has a huge impact on supply. Increased regulation
could make some resources financially unviable or put them out of bounds completely.
Changes to the business climate, such as resource taxes, can deter much-needed
investment, whilst new standards, permits and quotas can also damage, or conversely
increase, supply.

Economic risks
Physical and geopolitical risks feed into economic risks—such as rising prices and price
volatility. Prices of many materials saw huge increases through to 2011. Since then,
most have moderated or fallen—due in large part to the global slowdown and weak
Chinese demand. In the medium- to long-term, we can expect prices to remain
volatile because of demand drivers and physical and geopolitical supply risks. In the
first five months of 2016, the price of zinc increased by 23%, due to tighter supplies
and a shortage of zinc concentrate in China for example.
Given the amount of time it takes to bring new mining projects on stream, find reliable
alternatives to in-demand resources or accommodate crop failures, it is difficult
for the supply of many commodities to adjust quickly to changes in demand. Because
of this, prices will always be volatile and businesses will need to plan accordingly.

10
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Natural resources are not commonly
assigned a monetary value, so it can be
difficult to accurately assess the
economic cost of supply shortages at
a country or business level. However,
the fact that there is a real economic
impact is clear, and more emphasis on
ascertaining natural capital risks can
be expected in the future.

Estimated Value of Selected Natural
Resources
US$ billions
Freshwater
Trees
Coral Reefs
Oil
Wild Sea Fish
0

40,000

70,000

Source: Juniper/WCMC-UNEP/BP

Demand drivers
Economic growth
The rise of emerging markets has been
the defining feature of the global
economy this century. Their growth has
helped push global Gross Domestic
Product (gdp) to US$73.1 trillion in
2015. Emerging markets are expected to
account for 66.0% of global economic
growth to 2030.

Global GDP: 1990–2030
US$ bns, 2015 prices
120,000

Total
100,000

80,000

Developed
These economies remain more
60,000
Countries
resource-intensive than their developed
Emerging &
Developing
counterparts do, which acts to push
Countries
40,000
consumption of a range of resources
higher. In 2010, China overtook the US to
become the world’s largest consumer
20,000
of energy, yet in per capita terms,
forecast
consumption remains low, indicating
0
that energy demand in China still has
1990
2030
some way to go notwithstanding the
Source: Euromonitor International from national
slowdown. In addition, India, the world’s statistics/Eurostat/OECD/UN/IMF
fastest-growing major emerging market
in 2016, has per capita energy consumption at just a third of China. It’s no surprise
that energy consumption growth in emerging and developing economies increased by
17.3% between 2010 and 2015, compared to a fall of 1.3% in developed economies.
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This is not to say that growth will be
a linear trend, directly maintaining the
relationship between economic and
energy consumption growth that we
have seen in the past. A relevant
counter-trend is the increasing energy
efficiency of the global economy, with
fewer resources needed to produce
each dollar of gdp. Nevertheless, for the
foreseeable future, economic growth
in emerging and developing economies
will lead to increases in energy use.

Growth in Final Consumption of Energy:
2010–2015
2010=100
Emerging &
120
Developing
115
Countries
110

World

105

Developed
Countries

100
95

2010

2015

Source: Euromonitor International from the International
Energy Agency

Income growth
One of the main demand drivers for natural resources is the expansion of the global
middle class, and in turn, the growth of consumer expenditure. In the 53 emerging and
developing economies for which Euromonitor International has data, there was an
increase of 37% in the number of households earning more than US$10,000 (in 2015
prices) between 2010 and 2015, and this growth is set to continue to 2030. Therefore,
it is not surprising, that consumer expenditure in emerging and developing economies
is expected to increase by 89% in real terms between 2015 and 2030.
For example, in 2030, more than
three-quarters of Chinese households are
expected to earn disposable incomes
of more than US$10,000 (in real terms),
compared to less than 40% in 2010.
These middle-class households are buying
more consumer goods and increasing
demand for raw materials across a whole
range of natural resources including
energy, metals and water.

Household Possession of Selected
Durable Goods in China: 2000/15/30
Percent of households
80

Refrigerator

70

Washing Machine
60
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Passenger Car

10
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2030

Source: Euromonitor International from national
statistics
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Demographic growth
The global population is growing and will Global Population Growth: 2015–2030
reach 8.5 billion by 2030, a 16.7% increase 2015=100
Urban
130
from 2015. Once again, this population
125
expansion is being driven by the young
and growing populations of emerging and 120
Total
115
developing countries, as they will account
for 95% of this growth. Growing
110
urbanisation is a related trend boosting
105
demand for raw materials because
100
Rural
2015
2030
of increasing needs, due to construction,
Source: Euromonitor International from national
transport and infrastructure. In 2007,
statistics/UN
the world’s urban population overtook
the rural population for the first time
and by 2030 there will be 4.2 billion urban inhabitants, an increase of 36.2% or 1.1
billion people from 2015. During this period, the urban population is expected to grow
at a rate almost twice that of the total global population.

Environmental concerns
Environmental concerns contribute to
the demand for some materials at the
expense of others. A prime example is
the changing energy mix, with coal in
decline at the expense of renewables
and natural gas.

Changing Energy Mix: 2014–2015
% final consumption volume growth
Solar, Wind and Other Renewables
Crude Oil and Natural Gas Liquids (NGL)
Geothermal

Similarly, the increased pressure to
replace the use of toxic materials such
as lead in batteries with lithium drives
demand for specific niche materials.
From 2010 to 2015, lithium production
increased by 30% globally.

Biofuels and Waste
Natural Gas
Oil Products

Coal, Peat and Oil Shale
Consumer demands for sustainable
ingredients and supply chains also
0
2
4
6
8
10
12
impact demand for natural resources.
Source: Euromonitor International from the International
Energy Agency
This can be seen through increased
emphasis on recycling and pressure for
manufacturers and retailers to use less packaging. The introduction of a five pence
charge for single-use plastic carrier bags in the UK is one example. In 2012, the
government estimates that over seven billion single-use plastic bags were given out
by supermarkets alone in the UK. Since the change in legislation, some retailers are
claiming decreases of up to 80% in the number of bags used.
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Price
Changing prices alter the economic
viability of natural resources and so can
act to increase demand, often to the
detriment of alternatives or vice versa.
With their costs declining, solar and
wind power, in particular, saw stellar
growth in 2015. Bloomberg New Energy
Finance sees the cost of onshore wind
dropping by 41% by 2040, and the cost
of solar dropping by an impressive 60%
during the same period. The same source
sees a tipping point being reached in
2027 when new solar and wind power
becomes cheaper than running existing
coal and gas generators. These kinds
of price trends cannot fail to have an
impact on demand.

Technology

Global Installed Capacity: 2015 vs. 2040
Percent of installed capacity
32

Solar

28

Note: Flexible
capacity includes
power storage,
demand response
and other potential
resources

24
20

Coal
Gas
Wind
Hydro

16
12
8

Flexible Capacity

4

Nuclear
Other

0

2015

2040

Source: Bloomberg
New Energy Finance

Improvements in technology also impact the economic viability of natural resources
and their price. Therefore, technology can increase demand of some resources, often
to the detriment of alternatives. In addition, the emergence of new technologies can
also create increased demand for specific natural resources.
High-tech products and green technology are good examples of this in action.
Bloomberg New Energy Finance sees electric vehicles making up 25% of the global car
fleet by 2040. This will have an impact on demand for oil and resources used in
car batteries such as lithium, graphite and cobalt. Meanwhile, increased mobile phone
penetration has helped drive demand for rare earth metals. The strong growth in solar
power has driven increased demand for silicon, used in photovoltaic cells.
Global Production of Cobalt, Graphite and Lithium: 2000–2015
2010=100

Lithium
Cobalt

130
115

Graphite

100
85
70
55
40
2000
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Source: Euromonitor International from BGS/USGS
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BUSINESS RISKS

Given that the supply, demand and price
of natural resources are at the core of
business, risks around resources and
materials pose a threat for all companies
in all sectors. This is confirmed by the
World Economic Forum’s Global Risks
2016 report, which identifies natural
resources at the top of the agenda. Four
of the five risks of highest concern
for the next 10 years, identified by 750
members of the World Economic
Forum’s global multi-stakeholder
community, are related to natural
resources and sustainability. Water crises
top the list, with 40% of respondents
identifying them as amongst the top five
risks for the next 10 years.
The supply and demand of natural
resources give rise to a range of
business risks:

The Top Five Global Risks of Highest
Concern for the Next 10 Years
Percent of respondents
Water Crises
Failure of Climate-Change Mitigation
and Adaptation
Extreme Weather Events
Food Crises
Profound Social Instability
0

10

20

30

40

Source: World Economic Forum Global Risks
Report 2016
Note: Survey respondents were asked to select up to
five risks of highest concern for each time frame. The
percentage indicates the share of respondents who
selected the specific global risk among the five risks
of highest concern for each time frame.

Operational risks

Companies may struggle to secure supplies of key inputs and this could disrupt
production. In addition, flow-on effects from natural disasters or climate change
can resonate around the world and affect supplies of raw materials. Difficulties
around managing high or volatile commodity prices also fall into this category.
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Reputational risks

The public perception of a brand or a company as a whole can be damaged if the
business is exposed as using unsustainable sources of materials or damaging
ecosystems or habitats. For instance, a company consuming large amounts of water
in a water-stressed locale runs the risk of bad publicity.

Regulatory risks

Governments may legislate to protect supplies of critical materials or prohibit the
use of environmentally damaging resources—for instance, the European Union has
specific directives on recycling, such as the Waste Electrical and Electronic
Equipment Directive that sets collection, recycling and recovery targets for all types
of electrical goods.

Market risks

Market risks can include changes in consumer trends and demands. Consumers may
switch to a competitor’s more efficient or more sustainable products and services
as a result of increasing awareness and interest in environmental matters. For instance,
consumer demands for sustainable sources of palm oil have forced many food
and drink manufacturers to switch to sustainable sources or alternatives to palm oil.
These business risks combine to create the new normal for companies, which must
act to secure their supplies of key natural resources whilst also accommodating the
increased demand for sustainable practices from government and consumers alike.

16
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Case study: SABMiller
SABMiller has instigated a sustainable development strategy called
Prosper. This strategy, which incorporates five “shared imperatives”
(a thriving world, a sociable world, a resilient world, a clean world, and
a productive world) is aligned with 12 of the United Nation’s Sustainable
Development Goals (sdgs). This allows the business to track its
contribution to the sdgs and is significant, as it enables SABMiller to be
ahead of the curve in terms of future government legislation by aligning
with government goals and also meet consumers’ demands. According
to the PwC sdg Engagement Survey in 2015, 90% of citizens feel it is
important for business to sign up to the sdgs.
One of SABMiller’s targets under Prosper is to reduce water consumption
to three litres of water per litre of beer produced by 2020. This has been
achieved in Europe, representing a 29% drop in water use since 2010, but
globally work continues. So far, SABMiller has seen a reduction in water
use of 23 billion litres per year. In addition, the brewer has implemented
programmes aimed at improving water security for its breweries and the
local communities in which it operates. As well as supporting the
environment and boosting its CSR profile, the target brings with it
cost-efficiencies in terms of reducing the energy required to heat water,
as well as other savings involved in the reduction in water treatments.
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HOW CAN COMPANIES
MANAGE THESE RISKS?
In this new normal, companies must evaluate the impact of issues around natural
resources on their profits, growth potential and relationships with suppliers, partners,
customers and the local community. Issues around resources create risks but also
bring new opportunities in terms of the impetus for resource efficiency and disruptive
technologies.

Businesses should be conducting thorough studies of their reliance on
key raw materials and asking themselves questions such as:
Are supplies of key materials from domestic or imported sources?
Imported resources may be at risk, due to geopolitical issues, or
protectionist policies from key supplying countries.
How do global patterns of supply and demand impact on the business?
Demand is global, so knowledge of international patterns of supply and
demand is crucial.
Are supplies of key materials sustainable? Sustainability continues to
be prominent on the agenda of governments and consumers alike.
Businesses that do not consider the sustainability of supplies risk supply
shortages and also reputational damage.
How do resource risks impact the supply chain? A business may act
to protect the security of its supplies, but how well versed in risks are
key suppliers? How would disruptions down the supply chain impact
the business?
How will future market trends impact the security of supplies and risk?
For example, increased use of green technologies may necessitate
a greater reliance on critical raw materials such as minor metals and
rare earths.
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Is there a constant monitoring and evaluating process focused on the
reliance of critical materials? And in doing so, have strategies been
implemented to cope with supply disruptions?
Are the supply risks of raw materials taken into account at all levels of the
company, including product design?

In addition, businesses should also track the external environment in
terms of regulation, consumer demands and reputational risk:
How effective is the corporate social responsibility policy? Is it embedded
in everything the business does? And every organisation the business
deals with?
How might impending government legislation or voluntary initiatives
(positively or negatively) affect the business?
Is the business aligned with government strategy in the countries in
which it operates?
What is the business impact on the local communities in which it operates?
What is the business impact on the environment at a local, national
and global level?
Is the business doing everything it can to mitigate its environmental
footprint?
Which resource-led issues are important to the business’ consumers and
the wider public?

Case study: Native Alimentos’ Green Cane Project
a win-win scenario
The Native Alimentos Green Cane Project encompasses all aspects of
sugarcane production, from soil preparation, planting and pest control to
industrial processing. One of its major achievements was a mechanised
method for harvesting green sugar cane in 1987 as previous sugarcane
fields had been burnt prior to harvest. This new achievement meant
collaborating with a manufacturer in the development of a raw sugarcane
harvester. The project has successfully increased yields while at the same
time restoring biodiversity, soil health and water resources. The project
has proven that large-scale sustainable sugar production is both possible
and profitable.
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OPPORTUNITIES FOR
SUSTAINABLE BUSINESS
Too often conversations about sustainability are centred on risk and fail to take into
account the many and varied opportunities for business to make cost-savings, support
customer loyalty and win new consumers.

Resource efficiency

Resource efficiency is a win-win scenario, allowing companies to create more with less
by using raw materials to their advantage, either by extending their lifetime and/or
using them more intensively. Methods include changing purchasing habits, redesigning
packaging and waste reduction or prevention, which can be through internal
recovery and reuse and energy-efficiency measures. Investment costs may seem high,
but are often one-off, whereas cost-savings continue annually. As well as cost-savings,
improving resource efficiency often means collaborating with suppliers, partners
and end consumers, leading to improved relationships and consumer engagement.
A European Commission study from 2012 found that if business across the EU
achieved the optimum efficiency in resource terms, savings could be considerable.
Annual Benefit EU-27
€ billions

Average Annual Benefit (Per Company)
€000/% of turnover

Food & Drink
Manufacturing

64–118

424

(11%)

Fabricated Metal
Products

44–82

164

(17%)

Hospitality and
Food Services

18–43

27.5

(10%)

Source: The Opportunities to Business of Improving Resource Efficiency, European Commission
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Examples of business achieving greater resource efficiency abound. One example was
cited in a World Economic Forum report and involved Walkers Crisps, a PepsiCo
company. The study found the most energy-intensive part of the process of making
crisps was in the drying of raw potatoes. These potatoes had been soaked with water by
farmers to increase their revenue, due to a price structure based on the weight of the
potatoes. Walkers changed their price structure based on volume rather than weight,
removing the incentive to soak potatoes. In addition, Walkers worked with farmers to
find new varieties of potato that are drier. The outcome was a win-win scenario.
Walkers saved money and also reduced their carbon footprint at the same time.
Infosys, a provider of business consulting, technology, engineering and outsourcing
services, offers another example of a company making
significant resource efficiency savings. With a target to reduce
electricity consumption by 50% at the end of 2017 compared
to 2008 levels, the company retrofitted existing buildings and
Infosys’s target to
reduce electricity
incorporated sustainable design principles into new buildings
consumption
with an emphasis on utilising natural daylight, employing
energy-efficient building materials and efficient cooling systems.

50%

Another example comes from Adnams, a UK-based brewer,
hotelier and retailer. Adnams invested in an energy-efficient
distribution centre and improvements to its brewery, which
it calculates saves £50,000 a year—cutting its gas bill by 56%
a year and electricity bill by 67% a year.

£50k
Adnams savings
from investments
in energy
efficiency

The Circular Economy

The Circular Economy is one where everything is reused and nothing is wasted. It is
the antithesis of the current “build, buy, bury” model of a one-way
Circular
stream of raw material to factory, to user, then landfill. It takes
Economy
in the reuse, repair, refurbishing and recycling of raw materials
and end-products. It is a central facet of the New Consumerism,
a term coined by Euromonitor, to define the changes we are
seeing in consumer behaviour as consumers reassess priorities
Source: Euromonitor
and increasingly ask themselves what they truly value. New
International
Consumerism embraces a host of major consumer trends, from
the sharing economy to the preference given to experience rather
than owning possessions, to frugal innovation and trading up and down

© EU R OMONITOR INTER NATIONAL

21

O p p o rt un i t i e s f o r S usta ina bl e Bu siness

The New Consumerism
Frugal
Innovation

Experience

The Gig
Economy

Circular
Economy

Trading Up or
Trading Down

Sharing
Economy

Buying
Time

Space
for Life

Source: Euromonitor International

Recycling can help companies cut costs and reduce risk by securing supplies of inputs
and building a reputation amongst end consumers. Recycling effectively turns waste
into a resource. A 2011 Price Waterhouse Coopers report, Minerals and Metals Scarcity
in Manufacturing: The Ticking Time Bomb, found “In Europe, almost 80% of senior
executives from global manufacturing companies cite mineral and metals scarcity as
a pressing issue.” Recycling technology was perceived to be important in combatting
scarcity by 72% of respondents in the same survey.
The supply of minor metals, those often mined as a by-product of base metals, has
benefited from increased recycling. Minor metals have very special and often
high-tech applications, thus have seen a surge in interest in recent years. China
dominates minor metals mining, particularly rare earths and antimony. Beyond
geological advantages, China has the world’s largest deposits of many minor metals. It
also benefits from low production costs, government support and strong domestic
consumption. Concerns over supply security have led to innovation from end users in
order to secure their stocks.
One example is the minor metal, indium, which is used in lcds for mobile phones,
computers and tv screens, amongst other things. A joint study by the International
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Lead and Zinc Study Group (ilzsg), the International Copper Study Group (icsg)
and the International Nickel Study Group (insg) found that reclaimed indium from
the manufacture of flat screens adds around 900 tonnes per year to newly mined
production of indium of approximately 600 tonnes. The recycling process is highly
efficient, with recovery yields in excess of 95% and turnaround times fewer than 15
days. Similar trends can be seen in the recycling of rare earths, rhenium and tellurium.
Recycling of these inputs and many others are crucial for the continued security of
supplies.
Recovery of raw materials can be, and in some cases already is, a crucial source of
supply. The Sony Group’s GO Recycling programme is a closed-loop recycling scheme
with an emphasis on using waste as a substitute for the raw materials required for
production. This should reduce the overall amount of virgin materials consumed,
the amount of waste sent to landfill each year, or sent to be recycled to be used by
other companies. In 2011, Sony also developed SoRPlas (Sony Recycled Plastic),
which contains more than 99% recycled materials and is made with plastic waste
generated both within and outside Sony sites. Since 2014, this material has also been
sold externally.
In the future, there will be increased emphasis on the end-of-life recycling with
exciting opportunities for companies that are able to target consumers directly
with take-back services. An example of
Mazuma Mobile
a firm reaching out direct to consumers
Reuse & Recycle Service
today is Mazuma Mobile—a UK-based
Mazuma Mobile
refurbishment
Consumer
online mobile phone reuse and recycling
service launched in 2007. Mazuma
Mobile buys second-hand handsets direct
from consumers, refurbishes them and
sells them to suppliers in emerging
Emerging
United
markets such as China, Africa, Pakistan
Markets
Kingdom
and India. Not only do they sell them
to suppliers in emerging markets, but
Insurance
Phone
Suppliers
also to insurance companies and phone
Retailers
Companies
retailers in the UK.
Source: Euromonitor International
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Desso, a carpet and sports surfaces manufacturer for commercial and consumer
markets, promotes itself as a “cradle to cradle” company, which aims to have all
products designed according to these
Refinity
principles by 2020. Its products are
Reuse and
Recycle Service
DESSO
intended to be disassembled at the end
Refinity
of life and the materials reused or
Carpet
recycled. Over 50% of the company’s
Yarn
carpet tile range uses yarn, which is
Backing
made from 100% regenerated nylon,
including post-consumer yarn waste
Backing
Yarn
from desso’s Refinity plant. Refinity is
a separation technique, which allows
Bitumen
Non-recyclable
desso to take back old carpets and
materials
separate the yarn from the backing.
The yarn is then sent to suppliers for
recycling, and the bitumen from the
carpet backing is sold to the road and
Roads Roofs
Nylon
Fuel
roofing industry. Non-recyclable
Source: Euromonitor International
materials are used as secondary fuel
in the cement industry.
Recycling is just the beginning. Businesses must design for longevity, emphasising
re-use and ease of maintenance as key selling points.

Substitution

Substitution is another area in which companies can look to find cost savings, mitigate
risk and improve resource efficiency. Substitution means switching a material for an
alternative that is more readily available, or introducing new technology to avoid the
need to use a particular resource at all. It can also occur when a service is switched for
a product and when a process is changed. It can bring reductions in weight, price and
risk and improve a product’s functionality.

Graphene is a good example of substitution. Graphene is the thinnest known material
but is also incredibly strong and flexible, conducts electricity better than copper and is
100–300 times stronger than steel. It has many mechanical, electronic, optical, thermal
and chemical properties. Research is underway for future applications including
flexible touch screens, high-speed electronics, wireless antennas and graphene-plastic
composites to replace metals, batteries, fuel cells and photovoltaic cells.
Commercialisation is in its infancy, but there are two examples: Researchers in China
have created an all-weather solar cell that can create energy from the sun and rain
and researchers in the UK discovered graphene can improve the strength and elasticity
of rubber, creating a graphene light bulb, which could be 10% more efficient than
standard led bulbs.
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New avenues for growth

Sustainability presents many new avenues for growth and the opportunity to win new
consumers.

Remanufacturing can be a lucrative solution to resource risks. One example comes
from Ricoh, a provider of managed document services, production printing, office
solutions and it services. Ricoh has developed a ‘GreenLine’ whereby previously
leased printers and copiers are inspected, dismantled, renewed and provided with
updated software and replacement components, before being sold as remanufactured
products under the GreenLine label. In the company’s own words, this provides
customers with “a product that offers you all the advantages of the original machine
at a lower cost”.
Other examples would include companies introducing more energy efficient lines or
making their entire product range energy efficient. These strategies can bring cost
savings, reputational rewards and increased sales. One example
is the move towards lighter vehicles in the automotive sector to
aid fuel economy. In a joint venture with Dow Automotive
Systems, global automotive manufacturer Ford Motor Company
the number of
pounds Ford will
has announced a strategy to cut the weight of its cars and trucks
remove by 2020
up to 750 lbs by 2020, focusing on incorporating lightweight
from vehicles
materials, such as carbon fibre, into product design. Carbon fibre
via lightweight
is used in the aerospace sector and the racing car industry but is
substitutions
currently too expensive for wide-scale use in mainstream cars.

750

US retailer Target launched its “Made to Matter—Handpicked by Target” initiative
in 2014 to make sustainable products more accessible. To qualify, brands have to
meet at least one of five criteria including reduced sugar, closing the loop, clean
label, less packaging and reduced waste and dietary restrictions. According to the
retailer, the brands included in 2015’s Made to Matter collection experienced an
average of approximately 30% sales growth at Target which was 1.5 times faster than
anywhere else.

New business models

The drive for sustainability is leading some businesses to completely re-think their
business model including established players in their fields. The ceo, Veronique Laury,
of Castorama, the French home improvement retailer, sees the future of the company
not as a retailer, but as an “organisation helping you to improve your home.”
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The sharing economy, whereby a business retains ownership of the product and rents it
to end users, is one direction. This enables the company to recycle
Sharing
and reuse products more efficiently by retaining ownership of the
Economy
product and the materials used to produce it. This is another
trend we see driving the New Consumerism. It sees consumers
making the most of their assets, purchasing only what is truly
necessary and sharing, renting, borrowing and even bartering what
Source: Euromonitor
is not.
International
Examples of companies offering this service include Solar City, a US company that
allows homeowners to lease solar power systems and bmw’s Drive Now premium
car-sharing service. A Dutch clothing manufacturer, Mud Jeans, has also entered this
market by offering jeans to rent. Consumers pay €20 for a pair of jeans, then €5 per
month to rent them for 1 year. After 12 months, they can either send the jeans back and
request a new pair, and continue with the €5 subscription fee for another year or buy
the jeans outright for a further €20. When the consumer returns jeans, they are either:
washed, repaired and put back into service or shredded and sent back to the factory.
Another related model is the buy-sell-trade model. GameStop, a global video game
entertainment software retailer, has a large and successful refurbishment arm, which
accounts for a significant proportion of revenue.
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SUMMARY AND
KEY TAKEAWAYS
We have entered into a new normal of competing demands for natural resources
and recognition for increased emphasis on assuring the security of supplies at the
governmental and company level. This, coupled with consumer and government
demands for sustainability, makes resource management a priority for all companies
Economic and demographic growth, combined with income and
expenditure growth in emerging markets are driving increased demand
for natural resources and raw materials.
Consumer demands for sustainability are also having a transformative
effect on issues around natural resources. Today, green concerns have an
impact on the purchasing decisions of almost all consumers. The nature of
those resources in demand is constantly in flux and can be impacted
by new technologies and economic viability, as well as more traditional
supply and demand factors.
Physical, geopolitical and economic supply risks impact businesses
across every sector. Businesses face operational, reputational, regulatory
and market risks, as a result of exposure to risks around the supply of
natural resources. The imperative to change patterns of production and
consumption will only grow and companies that are ahead of the curve,
educating and leading consumers, will benefit.
Companies should conduct thorough studies of their reliance on key raw
materials, constantly reviewing and updating plans and processes.
The simplest way for businesses to manage the risk is to make the most
efficient use of their critical resources. Recycling and substitution offer
additional ways for companies to manage their supply of raw materials.
At the more extreme end of the range of options available is a complete
or partial change of business models to incorporate ideas such as
retaining ownership of products and leasing them to clients and
customers or introducing take-back and re-manufacturing schemes.
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HOW CAN EUROMONITOR
INTERNATIONAL HELP?
Information is critical to increase awareness of the risks and opportunities
surrounding natural resources and sustainability. Euromonitor International can help
businesses understand the vulnerability of global supplies, production of raw materials
and the impact on supply chains across market sectors to build an understanding
of their exposure to resource risks. Euromonitor International’s Passport Natural
Resources database offers a host of relevant information to help companies
understand supply and production patterns of natural resources and the economic,
demographic and income drivers of demand. We help companies gain a better
understanding of risks to supply, including the physical, geopolitical and economic
risks identified in this report. We also analyse consumers, focusing on trends such
as sustainability, eco-awareness, green thrift and the sharing economy—all directly
relevant to issues surrounding natural resources.
This knowledge enables companies to compile detailed risk
assessments and understand the global supply and demand
factors having a direct impact on their businesses. Our raw
materials data includes commodity price forecasts, energy
resource and production data, waste, water and agricultural
production and metals and mineral data. In total, our economic
and consumer research includes more than 30 million statistics
across more than 5,000 indicators and 210 countries, as well
as insightful analysis of economic, consumer and technology
trends impacting the business environment.

Source: Euromonitor
International

Euromonitor International is a global market research company providing statistics,
analysis and reports, as well as breaking news on industries, economies and consumers
worldwide. We connect market research to your company goals and annual planning
by analysing market context, competitor insight and future trends impacting
businesses worldwide. Companies around the world rely on us to develop and
expand business opportunities, answer complex questions and influence strategic
decision-making.
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