Conclusion

o Problem

The energy sector is alone responsible for
approx. 44% of the world’s CO2 emissions
(Statistica, 2020). With the increasing strain on
our planetary boundaries (Steffen et al., 2015)
and the depleting natural resources, business-as-
usual cannot continue and the energy sector is
under pressure to shift from fossil fuel intensive
business models, towards renewable energy
(Matos & Silvestre, 2013). Green financing also
poses a threat due to the lack standardised
measurement and disclosure practices and use-
of-proceeds, ESG scores are not always an
accurate representation of the firm’s sustainable
practices, sometimes resulting in corporate
greenwashing (Lashitew, 2021).

e Methodology

in using a case study design to establish a best
practice framework for the energy sector to achieve
the proactive business case, a qualitative research
strategy was used through a combination of
academic and practitioner’s literature. An in-depth
analysis of the case study’s sustainability reports
was conducted to track the evolution the practices.
Signaling, stakeholder, legitimacy and impact
theories (Flammer 2018; Tang & Zang, 2020) were
used to address the following research question:
“How can @rsted’s business model transition,
in its use of sustainable financial instruments
and leading reporting, act as a benchmark for

the energy sector to move towards greener
business models?

Resilience test — COVID-19 and Green Financing

While many sectors were heavily impacted by the pandemic, @rsted proved that
its new business model is resilient, in part due to its green financing approach,

 Solution

Using @rsted as a best practice case
study, this study aims to highlight
certain steps to be taken to
transition from a reactive to
proactive business case and adapt
the value proposition (van Tulder,
2014). The use of sustainable finance
instruments, in particular green
bonds, is also addressed to signal to
investors and the best practices on
how to do so to avoid greenwashing.
Creating shared value is an integral
part of remaining an active player in
the energy sector and triggers
economics  and  environmental
benefits for the firm, increasing
profitability (Kramer & Porter, 2011;
@rsted, 2020).

as a case study

The company that went “from black to green” in just a decade

Formerly known as DONG, @rsted was responsible for 1/3 of Denmark’s total CO2 emissions in 2008. In
2009, following a failed attempt to create a coal and fire power plant in Germany due to strong local
oppositions and the introduction of the UN Climate Summit on the agenda for renewable energy, the
85/15 vision was adopted. This strategic shift would turnaround the existing coal-intensive business
model, going from 85% coal and 15% of renewable energy to 85% renewable energy and 15% coal through
a strong wind power position. In 2012, the imperative of the strategic shift was reinforced US Coal price
drop that threatened the firms’ coal profitability, further questioning the current BM'’s resilience. The
introduction of the "farm-down” model a financing framework for wind power project where DONG would
fund half of a project on the balance sheet and partners would fund the rest, providing them with low-risk
and turnkey investments. A proper organizational structure and operating model was developed and
implemented to follow a “one company approach” as opposed to the prior ad-hoc investments.
Integration of the renewable energy company section was key (Neubert, 2020; @rsted, 2020; @rsted,
2019). Key strategic steps followed to get to the proactive business case including a remodel of the 85/15
vision to 100% renewable energy by 2025, the complete divestment of oil and gas, investments into
converting existing power plants from coal to biomass, the rebranding of DONG to @rsted, and going
through an IPO allowing to secure capital and signal to investors the new green

investment opportunities and active contribution to SDGs 7 and 13.

as it continued to issue and secure capital through green bonds
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change and create a better tomorrow. After all, that is what leadership is about.” — Mads Nipper, -
CEO

and its impact on
decision making
Environmental
degradation — tsunami
etc.

Slow energy power
storage innovation

Experimentatium

Sharing value through intense stakeholder engagement and collaboration to create
shared value

Cost structure
Renewabhle energy production
Start-up investment for new concepts

Revenue streams
Revenue from value-added services (renewable energy)
Recurring revenue fram recurring customers

Social benefits

Resilient power production
Local employment opportunities
Better health

As sustainable energy leader, Orsted sets an example for other energy firms that take on an inactive/ reactive approach towards
renewable energy. As sustainable finance instruments played a key role in the transition, Qrsted offers clear reporting and transparency
frameworks in its green bond report (Jdrsted, 2020) that could answer to the many issues around ESG greenwashing and the sole of
use quantitative measures as impact measurement. Besides its green finance practices, the strategic decisions taken over the 10-year
change, as highlighted by the analysis conducted also provide a basis for the energy firms wishing to make the switch.

Environmental benefits
- Lower greenhouse gases




