











SUSTAINABILITY FOR MANUFACTURERS: DRIVING PROFITABILITY AND GROWTH

* Track emerging policies and public opinion affecting same, and

* Take preventive action by reducing the environmental impact of their products, diversifying by
adding a “green” product in the same space, and/or preparing a market exit plan.

To enhance the market position of a product, manufacturers may wish to:

* Consider which (if any) certification programs will advance their competitive position;

* Analyze the costs and benefits, both short- and long-term, of compliance and certification;
* If merited, pursue certification, and

¢ Market to customers with an environmentally preferable procurement policy and those pursuing
certification of their own offerings.

The business benefits of sustainability

The increasing importance of environmental issues to manufacturers poses risks and offers
opportunities. The following section briefly connects the opportunities to the business challenges
commonly faced by producers.

Profitability

e Using less energy in the production process lowers overhead and product costs. Companies that
lower their cost of goods and operations have more money to invest in R&D, upgrading plant or
equipment or capital improvements, all of which can contribute to greater competitiveness and
long-term success.

* Using fewer materials also cuts costs. Switching to more sustainable materials may or may not
reduce costs at the front end, but will likely reduce waste, emissions and pollution, and perhaps
avoid shortages or price increases for the less-sustainable material.

* Companies that use natural resources wisely and take positive steps to lower their environmental
impact are more successful in attracting and retaining loyal customers and staff.

e Manufacturers that take responsibilitgl for their products after point of sale can sometimes create
an annuity-based service business."

Competition

e Sustainability is still a differentiator, but not for long—it is quickly becoming an expected part of
doing business in the global economy.

e Customers claim in surveys that they are willing to pay more for a safe, healthy, green product.
Recent concerns about the presence of dangerous chemicals and materials in imported goods
gives domestic manufacturers a chance to regain market share for some types of consumer
goods.

* Products that use minimal energy and water during their useful life will cost less to own and
operate than less resource-efficient alternatives.

Compliance and managing risk

* Regulatory pressures will continue to increase and expand to cover materials and products
whose cumulative environmental impact is deemed unacceptable (such as non-biodegradable
plastic).

13 Caterpillar built a $1 billion business out of refurbishing its construction equipment. Its pricing model incents customers
to return old equipment and get a refurbished replacement at half-price, thus locking in the customer for life. Interface
International sells floor covering services for a monthly fee rather than selling a carpet once every several years. Interface
replaces worn areas with new carpet tiles, and then recycles the worn tile, conserving resources and increasing profits.
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* Pro-actively reducing the carbon and chemical footprint of a business now can avert or minimize
negative regulatory impacts later.

* A sustainable approach reduces risks at every stage of business, leaving businesses less
exposed to the possibility of materials shortages, energy price increases, higher fees for waste
disposal and pollution abatement, liability and unwelcome shareholder actions.

Market opportunities / growth

* Major corporations and public agencies are increasingly demanding emissions reporting and
mitigation plans from their supply chain partners,.14 Suppliers who can show an understanding of
the issues and progress toward goals will win business away from those that do not.

* Earning a valued third party certification designation puts products on the short list for businesses
and government agencies that have implemented an environmentally preferable purchasing
policy.

e Sustainability challenges are spurring the need for new solutions. Manufacturers that can add or
extend an existing product line to meet the challenges have huge market opportunity.

Implementation options

Manufacturers can lower their expenses by improving the resource efficiency of their operations in the
front office, back office and factory. Opportunities for growth will come from improvements in product
design.

Business operations

Improving energy efficiency in offices and factories is usually a relatively easy and cost-effective way
to enhance environmental performance. Energy audits (often provided free of charge by the local
power utility) consistently find savings opportunities in lighting and HVAC systems. Many times,
capital improvements such as adding insulation, upgrading windows and installing variable frequency
drive pumps offer quick paybacks as well.

Beyond energy efficiency, the following kinds of projects are relatively simple to implement and offer
an attractive return on investment:

* Using low-flow aerators in faucets and showers;

* Installing high-efficiency toilets, sinks and appliances;

* Using energy-efficient office equipment and computer settings;
* Increasing the fuel efficiency of the fleet, and

e Eliminating unnecessary business travel.

Production process

The manufacturing process is resource-intensive by nature. Common sense dictates that using less
energy and water during production and reducing materials waste will help a business lower its costs
and operational footprint. In reality, however, some producers may be reluctant to modify familiar
processes based on the chance that they can create the same quality product with fewer resources.
The costs of downtime, retooling, worker retraining, safety and performance testing are well known to
manufacturers; the benefits of a greener operation are theoretical until proven.

Two factors reduce the risk of updating a production process to improve its sustainability: one is using
a proven methodology and the other, a proven technology. Lean Manufacturing and SixSigma are

" For example, Walmart recently announced that it will measure the energy use and greenhouse gas emissions of its entire
supply chain in seven product categories; beer, DVDs, milk, soap, soda, toothpaste and vacuum cleaners.
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well-known process improvement methodologies that target and eliminate waste to drive profitability;
they usually improve the environmental performance of a process at the same time. Using a
sustainable design methodology that borrows key elements from Lean and SixSigma can help a
producer target areas for improvement efficiently and effectively, with minimal risk.

The other way to reduce risk is to take advantage of the latest software technology. Businesses that
use a design platform with digital prototyping capabilities, such as Autodesk® Inventor™ software,
can develop a single 3D model that evolves from concept through manufacturing. The model allows
the designer to evaluate opportunities to reduce environmental impact throughout the manufacturing
process—for example, by reducing weld energy through optimization of material thicknesses in an
assembly.

Product design

The greatest environmental impact of some products comes not during their manufacture, but during
their useful life. Industrial equipment, consumer electronics, cell phones—anything with an on/off
switch—may consume many times more energy in a year than was consumed during its production
or embedded in its raw materials. In other cases, the choice of materials may be the most critical
environmental factor associated with a product. Both issues are of growing importance to customers,
supply chain partners and regulators. Products with low eco-footprints offer a lower total cost of
ownership, less chance of liability and fewer regulatory hurdles for producers and buyers alike. In
short, such products are more competitive than their traditional counterparts are and may fuel a
manufacturer’s growth.

To minimize the lifecycle impact of a product, producers can use a sustainable design methodology
modeled on proven improvement methodologies. Like Lean and SixSigma, sustainable design “starts
with the end in mind,” a clearly defined desired outcome or end state. Because the interplay of inputs
and process steps dictates the outcome of a process—or in this case, a product—sustainable design
practitioners work backward and analyze the impact of materials choices and production processes
on the product’s overall sustainability and the desired outcome. Understanding the interplay allows a
designer to modify elements of the process as needed to achieve the desired result. In SixSigma
terms, the process output is a function of process inputs (Y= f(X)), so achieving a specific outcome
involves manipulating the input variables until the desired result is achieved.

Manufacturers should choose sustainable outcomes that advance their top business priorities, such
as lowering operating expenses or taking market share from a competitor. Business conditions such
as cashflow, market trends, materials availability, and regulatory constraints may influence the
selection. The chosen outcome will guide the product strategy and determine trade-offs, so the entire
team must have a shared vision of the outcome throughout development and production. The more
specific the desired sustainable outcome—such as an air conditioner that uses environmentally
benign refrigerant or a zero-emission motorcycle—the easier it will be for the team to focus on the
inputs and process variables that might achieve the intended result.

Examples of the benefits, beneficiaries and strategies of three possible high-level outcomes (resource
efficiency, carbon neutrality and health and safety) are summarized below.

Outcome

Benefits

Most applicable to

Strategy

Resource efficiency

Saves money for
manufacturer,
lowers COGS;
energy-efficient
products lower the
customer’s cost of
ownership

Low-margin
industries,
producers with high
operating expense
ratios or those
facing materials
shortages

Use fewer materials, less energy and
less water; minimize waste

Carbon neutrality

Lowers greenhouse
gas emissions,
minimizes exposure
to reporting
requirements,

Large emitters,
regulated industries,
businesses reliant
on coal or oil for
energy

Use less energy in production and
during lifetime use; if possible, use
clean energy sources
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carbon taxes and

bad PR
Health and safety Minimizes Users of chemicals, Use non-toxic inputs, minimize pollution
exposures to heavy metals and

regulation, potential | regulated materials
liability and bad PR

A more detailed set of outcomes and strategies is provided in the Appendix. Business leaders can
review the list for product-appropriate outcomes that will advance corporate objectives. For example,
if a manufacturer is facing rising energy costs at its plant, it may look for ways to use hot water more
efficiently. If a competitor has garnered attention for its new energy-efficient model, the manufacturer
may wish to create a carbon-neutral offering. If the product is intended for infants, the manufacturer
may consider using only materials that are certified to be free of phthalates and bisphenol A, and then
market these products to health-conscious parents.

Optimizing for Outcomes with Digital Prototyping

Once the desired outcome is selected (such as lowering energy use during production by 20 percent),
the design team can pick a strategy (reduce the number of heat-treating operations) and analyze the
inputs and process steps to understand the impact of each on the outcome. The team can then build
a 3D virtual model to facilitate its analysis and decision-making. As the model develops it becomes a
more accurate digital prototype of the product, reflecting the material attributes such as weight,
strength and recycled content, and process attributes such as energy intensity and water
consumption.

The team can experiment with alternatives that might achieve the desired goal. In this example, the
team might consider using designs that can take advantage of selective induction hardening
processes rather than bulk heat-treating. Experimenting with different scenarios will reveal the
feasible and cost-effective options.

As the product design evolves from concept through engineering and on to production, it can be
tested, modified and optimized to achieve the desired outcome. Sharing a digital model among
multiple team members throughout the process helps keep them aligned and focused on achieving
the intended result.

Product outcomes and strategies will vary widely according to the type of business, constraints and
market opportunities. Examples might include:

* Facilitating quick disassembly and recycling by using a single bolt to assemble the back to an
office chair frame;"

e Substituting recycled plastic for virgin lumber in playground equipment;16

* Lowering energy use by 50 percent and eliminating the need for oil and lubricants by creating a
gearless elevator hoist,” and

* Enabling fast, cost-effective remanufacturing by using only standard, interchangeable parts.18

Regardless of the specific sustainable outcome and strategy selected, a digital prototype will save the
design team time and money as it analyzes and tests alternative options. In many cases, the digital
prototype will be able to predict the impact of the proposed change on the product’s characteristics
and the energy consumed during its manufacture. Armed with such data, the design team can

'S Haworth, Inc.’s Zody chair, http://www.haworth.com.

' BigToys, http://www.bigtoys.com.

7 KONE Corporation, http://www.kone.com.

'8 Caterpillar, http://www.cat.com.
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quickly and cost-effectively experiment with different material and process variables until it discovers
the optimal combination. Multiple options for the same product can be saved at any stage, from
concept through manufacturing, allowing the team to pursue multiple strategies in parallel. If the
market or regulatory environment changes, the product can quickly be optimized to meet the latest
conditions. The digital prototype reduces risk by keeping options open as long as needed.

The digital model can also be used to simulate stress and performance tests to facilitate compliance
with safety standards. Rather than building physical prototypes, the optimized design can be tested
and broken virtually before spending a dollar on materials or labor.

If a manufacturer chooses to optimize its product for disassembly, the digital prototype simplifies the
analysis. By using the assembly design features in Inventor software, the design team can examine
the parts and the process needed to dismantle a product and repurpose its materials. Quick
disassembly is a critical product feature for companies interested in establishing an ongoing
relationship with customers via a service and subscription model. It also simplifies recycling and
resource recovery and lowers labor costs.

After the product is in production, the digital prototype assists with regulatory compliance and
certification requirements. Data management of bills of material simplifies compliance with either
mandatory or voluntary frameworks.

Digital prototyping offers even greater promise for the future. Autodesk indicates that it currently plans
to expand education and tools to help customers adopt sustainable design techniques and choose
among sustainable design alternatives. Design software will become an increasingly important tool in
efforts to improve the sustainability of manufacturers, by allowing designers to make better decisions
in the early stages of product development, when they are most effective. Future product capabilities
may make it even easier and faster for manufacturers to design products that are resource-efficient,
carbon neutral, healthy and safe."

Conclusion

Sustainability is here to stay. The business world is undergoing a permanent change, and smart
business leaders will build sustainability into their business model. In addition to the environmental
benefits, sustainability offers great financial, competitive and other business rewards that give
manufacturers a competitive edge in a global design market.

* Reduce material and energy costs

¢ Limit waste

* Limit potential liability

* Meet regulatory and certification requirements

Manufacturers are increasingly choosing to improve the sustainability of their business operations,
production processes and product designs to drive profitability and growth. A sustainable design
methodology and digital prototyping software are both essential tools to help designers develop
products meet one or more business-oriented, environmental outcomes.

The time to act is now.

By Gina Blus
EcoAdvantage Network

% Autodesk reserves the right to alter product offerings and specifications at any time without notice, and is not responsible
for typographical or graphical errors that may appear in this document.
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Appendix

The following tables provide examples of sustainable product outcomes and strategies under the
broad headings of resource efficiency, carbon neutrality and health and safety. Options are
suggested in the areas of materials, energy, water and waste. Each might serve as the starting point
for a design team looking for ways to lower the environmental impact of a product, consistent with the
company’s business priorities.

Resource efficiency

Materials

Energy

Water

Waste

Appropriate—use only
what’s needed to meet
safety and performance
standards

Efficient—use the
minimum energy
necessary during
production; run
equipment at full capacity
as much as possible

Efficient—use the
minimum necessary
during production and the
useful life of the product

Efficient—streamline
production processes to
minimize defective units,
production overruns and
scrap

Recycled — use recycled
feedstocks to support the
market and ensure
continuous supply

Saving—use the
minimum energy
necessary during the
product’s useful life

Reclaimed—use
recaptured water during
production whenever
possible

Durable—design for
longevity and reusability
(avoid disposable or
single use products)

Recyclable—avoid fusing
parts or applying finishes
that interfere with
recycling and resource
reclamation

Efficient—use a low- or
no-energy recycling
process at end of life
(avoid steam cleaning,
high-temperature melting
if possible)

Reuse—capture, treat (as
needed) and reuse water
for production as many
times as possible before
discarding

Recyclable—use fewer,
standard parts; simplify
disassembly to ease
resource reclamation

Renewable—use fast-
growing natural
substances (e.g. bamboo)
whenever feasible

Minimal packaging—
ideally, use none, but if
necessary, make it
minimal, recycled,
reusable and returnable

Carbon neutrality

Materials

Energy

Water

Waste

Low-carbon—use bio-
based alternatives to oil-
based whenever possible
(but avoid virgin wood
unless FSC-certified)

Green power—rely on
clean power from utilities
or use self-generated
power (solar, wind,
geothermal, biofuels) at
factory

Efficient—minimize the
use of hot water during
production and the
product’s useful life (since
hot water is very energy-
intensive)

Reuse—find another
manufacturer that can
use bio-based scrap

Lightweight—minimize
weight to reduce the
energy needed to ship
materials and finished
goods

Green power—design the
product so it can generate
its own power (e.g. solar-
powered charger) or use
a clean energy source

Compost—compost any
unusable bio-based scrap
to prevent landfill gases
caused by decomposition
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Health and safety

Materials

Energy

Water

Waste

Non-toxic—avoid or
minimize the use of
hazardous or potentially
hazardous materials

Green power — rely on
clean power from utilities
or use self-generated
power (solar, wind,
geothermal, biofuels) at
factory to lower toxic
emissions from power
plants

Minimal—avoid or limit
the use of chemicals
during production that
can contaminate
waterways

Capture—install high-
grade filters and
scrubbers to limit airborne
particles produced by
manufacturing

Safe—choose natural
materials that have
proven harmless over
time

Green power—design the
product to generate its
own energy (e.g. solar-
powered charger) or use
a clean energy source

Recycle—if chemicals
must be used in
production, capture and
recycle them for on-site or
off-site reuse
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