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Presentation of the communication

Result of the Sutvey:

Amnalysis using the Contestalble
Management Model (IHommel 8z Godatd)




Research Wortk

Analyse the implementation off Eneroy
I2tticiency: Strategies (IZ1ES) among: the Al
Transport Industsy at two level :

u Seoropal Ioepel: Implementation off 13155 as a matter of
institutional chiange i controvessial situation.

8 Opoanizarional level: Iimplementation ot IB1E5S as a
mattet: off vestment decision undet uncertainty.




Olbject of the study:

IEnvironmental' strategies of the firm show: great vatations
i their implementation.

Variable that can explain this heterogeneity:

s Varfations in institutional formall constraints (rules)

m Variations in informal constramts (conventions, of mimetic
[pressute)

m Varfations in profitability of the investment
m Varfations in otganizational learning process
m Varfations in sociall contestability of firms




Stakeholdets tepresented 1n the Sutvey

Alirlines

17

5 ESC / 6 Regional / 1 ILCC

ATLPOLES

2, Regional Altport
6 National Afpotts
1 Major: IHulbs

Manufactiuters

20 Adrcrafit Manufactures:s

2, equipment manutACturess




[Envitonmental Strategies

We have fitst studied the implementation of the
global environmental policy of firms.

Objectives: show vatiations between the
different cavitonmental issucs following the
Activitics of the firms.




Aircraft Energy Greenhouse Water and Soil Npise ~ Local Air
Consumption (Gases Emissions Pollution Quality

Aitline Manufacturer Airport

Fach stakeholder considers an environmental
concern as a strategic issue if it implies its direct
responsibilities and if it 1s necessary for its

future growth.




Implementation of Envitonmental

Strateoy

Motie advanced envitonmental policics

ATEPOLS

Noise, lLocal Air Quality and Water and
Soil Pellution

Adrlines

Noise; Altcraft IEneroy Consumption and
Greenhouse Gases IEmissions.

Manufactuters

Watet and' soil pollution

Matter Consumption and Waste tecycling




Environmental Assets

Altpotits sceml to nyest mote i eavitonmental
policies than Altlines and Manutactuset:

s Therr environmentall depattment have more budget
andimore people

a Favitonmentall Certification systems; ate mofte

developped (EMAS and ISO 14001)

s External and Internal environmental auditing

s But Aitlines communicate more than afrpoxts (the
attlines” cnvironmental plan ate publicly available)




Envitonmental Repotting

Noise 1s the envitonmental 1Ssue that 1s he most
taken nte account by all therstakeholders

ATtlines tepotts thelr Altcratt IEnctoy,
Consumption and thelt GHIG emissions

[Local At Quality and  Water and Soil Pollution
are the main tems of repOLting tot: AltpoLt




[mpact ot [nstitutional constraints

Bindingiasteements tequitied. by law do) exists for: Noise,
IDocal Atr Quality and Water and Soil Pollution.

Ifhus poelicics 1 those domains can be intetpreted as an
adaptation of the firm: te 1ts institutional framework. 1t
explain why: those 1ssues ate the mote generally

developped:

Oni the contraty, Altcraft ISnetoy Consumption and
GG emissions are not framed by istitutional
constraimnts. But policies on those issues do exist. It s a
mattet of voluntaty agreement.




Thete 1s a segmented approach of
environmental policies.

lZach stakeholder integtates issues that ate in
thelt corporate tespomnsibility perimetes:

m The issuc that 15/ the more broadely taken 1to
account isfNo1se (because of stringent regulation)

m Local issues (local air quality, watet and soil
pollution)) are ticated by altPoLLs.

s Global Issucs (Greenhouse gases and aitcraft

consumption) ate trcated by afrlines and
manufacturer.




Reesults on the Enctoy

I3 tticiency Strategies




Eneroy [Htficiency Strategy

[Enetoy Bificicncy Strategies atm at teducing the
consumption ot cneroy., thus reducing the
pollutant gases.

In that sense; IHIES may help) to sieduce:
m Alrcraft Bnetoy Consumption

m Greenhouse Gases IEmissions

n [Local Air Pollution:




Q46 : Well defined and
-irrplemented

Q46 : could be more
precisely defined (no
guantitative objectives
defined)

Q46 : could be more
efficiently implemented
(lack of guidance

[ material, lack of
employees training,
lack of efficient
equipment)

Q110 : Compagnie aérienne

EES are variously
implemented among
the air transport
industry:

Q110 : Aéroport

-Airlines seem to be
more adavanced.

—A.il‘pOI‘tS estimate Q110 : Motoriste / Constructeur

that their strategy
could be more
precisely defined
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Drivers to investment 1 EES

International (e.g. EU) standards and legislation - energy

33,33%

International (e.g. EU) standards and legislation - emissions )

T

National or local energy standards and legislation - energy )

/

62,50%

54,17%

National or local energy standards and legislation - emissions

37,50%

Preparation for anticipated or potential constraints on future policy

29,17%

Environmental improvements as a Support of strategic business aim (e.g.
grow th)
45,83%

Providing low cost services to customers (ie competitiveness)

12,50%

Cost reduction objectives

62,50%

Care for society, Corporate Responsibility

37,50%
Effectifs




Stakeholder

S Specitic Drivers

AILPOLLS

Prepatation for potential Institutional
constraimts

Institutional standatds on Enctoy

Adrlines

Suppott of Growth (quality

competition)

Cost Reduction Objectives) (Cost
competition)

Cate for Society (cotporate social
responsibility)

Manufactuter

Prepatation for potential institutional
constraimts




Battriers to investment in IEIES

Common Barriers to implement EES:

- Too many uncertainties surrounding Climate

Change Issue

- Low rate of return on investment for
emissions and energy reduction aims

- Lack of coordination between actots




Stakeholder

EIES Specitic Barriers

ATEPOLit

Pricing structute passes the benefit onto

the customet: (No ditcct profi)
Ilack of imstitutional constraiats

Not directly concetned by Climate Change

ILack of adequate guidance material and
management about EES

ILack of encroy efficicncy technologics
available on the matket

Imsufficient funds

Manufactuter

Ilack off internal suitable knowledge

Insufficient Fund




Policy Options

Prorote advanced research to develop
alternative sources of energy for aircraft

Trechnologicalland

(biofuel, hydrogen, etc...)

organisational

Increase Airframe and Engine Energy Eficiency

(industrial innovation and technology)

policics are

Increase Airport Operations Eficiency

(groundhandling, maintenance, etc...)

prictetted

Increase Air Navigation Services Hficiency

(reduce delays, optirel routing,...)

Policies that could

Increase Airlines Energy Eficiency (increase
load factor, fleet renewal, optirization of

reduce the trafic

network size...)

Develop Rail Network to pronote intermodality

(subtitute train to plane on short and mediumhaul)

growth ate tejected

Limit Air Transport Supply according to a

sectorial emission cap

Increasing Air Transport prices by internalising

external costs (taxation, charges)

V1Y
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Institutional Tools

Technical norms on engine consumption

Technical norms on engine emission

Quotas on noise level
Quotas on greenhouse gas emission level
Traffic cap (European scale)

Traffic cap (National or local scale)

Value added taxes on Air Transport servi
Kerosene taxes

Global Social Cost taxes (related to the

Airport Charges (Landing and Take Off
Route charges (flight length)
Global Pollution charges (Greenhouse gas

Local Pollution charges (such as Nox, CO or

Open Emission Trading Scheme (Global __—>

Open Emission Trading Scheme (European
Sectoral Emission Trading Scheme (Global
Sectoral Emission Trading Scheme

Sectoral Voluntarily Agreement
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HIES are implemented vatriously among the ait

transport ndusty.

IBI5S are implemented i otdet: to deal with
differcnt extetnalities:

 Alrports invest to teduce facilities enctoy
consumption and localair polittion.

m Airlines mvest to teduce altcratt enctoy consumption
and gticenhouse gases cmissions induced by their
ACtIVILIES,

a Manufactutrer invest in order to, reduce the
consumption of thefr industal' processes and to
adapt their product to a changing demand.




Nowadays, [ZES are implemented mainly for

COMPEHItVE PULPOSE:
m Reduce Cost (cost competition)

a Corporate Responsibility (quality competition)

The many uncertainatics that surround Climate
Changerand Ol IDepletion, and the low tetutn
on IHIES  investment atre two, major DALLELs to
turther progess.

Tihe lack of mnstitutional framewortk on
gteenhouse gases emissions and aitcraft
consumption is slowing the change.




Analysis usinothe Contestable

Management Model




Implementation of IEIES is taking place in controversial situation :

The contrbution of ayiation to a global eavironmental issue
(Climate change) 1s stll m debater The uncertainty is, also
strongron oil depletion.

Al Transport stakeholders dor not homogencously petceived: the
need for change.

The institutional frameworlk to deal with aviation and Climate
Change 1s not yet detecrmined. The objectives ate still undet
NEgOHAION.

Moteover, the type of nvestment needed to implement the EES 15
not pertectly known and' casily accessible.




Stabilized situation

Controversial situation

Type of environmental
externality

Noise

Climate Change

Type of treatment
Mode

Mitigation measures (minimize
the impact of noise)

Prevention Measure (minimize emission)

Stakeholder engaged in
the social choice

Local externality

Clearly delimited (noise exposure
zone defined by administrative
institution).

The residents represent their
interest forming a specific
association.

Global externality (atmosphere is a Common
good)

Each Human being is engaged but in various
degrees.

There is no representation for the future generation
(even if NGOs can be admitted as partial
representative)

Environmental impacts vary following the
geographical area.

Stakeholders have also asymmetric means of
representation and adaptation.

Measure of the
externality

Instruments of noise exposure do
exist.

Levels of exposure are defined at
a global level and at local level.

Instrument of emissions calculation do exists but
are still under elaboration.

No level of emission is defined for carbon dioxide
(but they do exist for Nox )

Social Cost

Difficult to evaluate
(use of stated or revealed
preferences)

Impossible to evaluate

Mitigation means

Do exist

Unknown

Degree of irreversibility

None

Strong

Degree of scientific
uncertainty

Weak

(the uncertainty is upon the non
acoustic factor of noise
annoyance)

Strong

Each greenhouse gases have different radiative
forcing impacts, with a level of uncertainty.
Altitude of emissions can also have an effect on the
radiative forcing.




Because EIES are implemented in controvetsial
sftuation, neoclassical economics cannot give an
appropridte framewortk to) analyze vatiation in
implementation’ of enctoy: ciicicncy

Uncertaimtics around the subject ate the soutces
et numerous, llures off the ncoclassical
theotetic framework:

Risk of irreveribility

Externalities 2 Valuation of those IExternalitics 2
Mode of treatment of these externalities ?

Economic instruments of control and command approach




The contestable management model deal with
firms that ate exposed to a social contestation
thteat

the contestation fs upon the fHrmes Dusiness, its
products, the techniques) it Uses, of cven wihat
the fitm represents in tetms of the ficld ot

activity (for instance, weapons manutactusing,

or size (fowinstance a laroe multinational
COtPOLAIon).




Realisation of this kind of thteat can take
VArIOUS fofAs;

m legall (.. coutt action).

a cconomic (defection).

m collective action : prompting social protest using
modern means, of comimunication to, besmitch the

company’s legitimacy, lobbying public authotities so
that they implement 2 motatoiunm o othet:
prohibitive measures, or pethaps even requesting a
total boycott onl the patt of consumets (c.g. GMO)




Development of specific
assets

Surplus capacity

Product differenciation

Time horizon

Economic
Contestability

> of economic
engagement

Contestable
Management

Model

\ Social _Social License

Contestability to operate

Adapting assets to the
source of the risk

Voluntary Investment

Taking part to public
policy making




Airport

FSC LLow Cost and

Regional carrier

Economic
contestability

Time horizon of

Low
Natural monopoly

Long term

Medium High
Dominant carrier New entrant

Medium term Short to medium term

economic High specificity of specificity of their Possible “hit and run”
engagement their assets assets and strategies
irrecoverable costs
(such as
communication and
loyalty program)
Risk of Social High Medium Low
contestation Brand visible by the
opinion
Type of Local vigilance Generalizing social contestation on Climate
contestation NIMBY protest Change Issue
Noise and local air Not many critics as other transport modes
quality pollute more
Degrees of High Medium Low
environmental More developed on More developed on Only developped
investment noise and local air noise and energy where there are

quality

efficiency known




Altlines seem to tnvest less in their envitonmental
strategies than airport because they ate mote
constrained by economic contestability. Thus
Environmental stiategy 1s implemented as a specitic
asscts i ordet to) reduce economic contestability
(product differecnciation and brand loyalty).

Altport MuUst produce some compromises with theit social

stakelholder i otder to) protect theilt socialllicense to
opcrate. Theretote, aitports have anticipated and
claborated envitonmental strategies inl order to) reduce
social contestation that could cutiy thelr futute
development.




it atrlines are more concerned by the energy efficiency issues, it 1S
for thtee majors reasons:

m there exists some complementarities between economic
competition and tediuction or. enetgy: consumption, 5158
IS 2 Way L0/ Inctease the cost competitiveness ot their
AcCtivities.

Beeing efficient 1S perceived as a petformance indicators and
a way toenhance quality of their products. 1Hhis
cnvironmental diffetenciation 15 also a way to) reduce the
cconomic contestability of their activities

There 1s a sk off a generalized social critics upon the
cnvitonmental impact of aftlines activitics (Whereas alpoOLts
are more criticized for local environmental 1ssues). To avoid
the mtensification of these tisks, afrlines must adapt their
cconomical strategies, thus showing that they are still
legitimate to operate.




Thank You !




Stalkeholders

Objectives of Partneship

ATEPOLt

Shate best Practices and adopt a commoen

policy

Increase opetational cootdinations

Avold stingent regulations

Adrline

Shate best Practices and adopt 4 common
policy
[nformation on the economic IMPacts, ot

Climate Change
[Develop Industeral Pattneship




