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tomers. The net effect: Nationwide, an
amount of power equal to Starbucks’
purchase is shifted to wind and away
from conventional “dirty” sources.

A host of companies is now using this
clever type of transaction to meet renew-
able energy targets, slash emissions, and
make their brands stand out. Whole
Foods Market Inc., based in Austin, Tex.,
turned to certificates in January, when it
decided to offset 100% of its energy con-
sumption with renewables. Whole Foods
quickly became the biggest corporate
buyer of such tags in the U.S. Safeway, Liz
Claiborne, and hsbc have also made ma-
jor pledges in the past year. “We’ll see
more and more reliance on [tags]” in
coming months, says Blair Swezey, a

policy adviser at the U.S. National Renew-
able Energy Laboratory in Golden, Colo. 

Green tags come with a cost. For big
purchases, the certificates can tack an extra
0.5% to 8% onto an energy bill. “It’s not a
financial hardship, but it is an incremental
amount of money that’s not required,”
says Steve McDougal, senior manager of
business development at 3 Phases, which
also supplies green tags to Johnson &
Johnson and ibm. Still, the premium that
most companies pay for green tags works
out to far less than they would pay to buy
renewable power directly from a patch-
work of suppliers, McDougal says.

Now utilities are snapping up green
tags as they scramble to meet new re-
newable energy regulations. To date, 23

2The middleman, 3 Phases Energy,
has contracts with wind projects

across the U.S. 3 Phases transfers
Starbucks’ money to these wind 
farms, which use the subsidy to lower
their own prices so that they can sell
power to nearby customers at
competitive rates. This encourages
consumption of green power equal 
to the 20% target that Starbucks 
has set.

3A nonprofit called
Green-e watches

over the deal, checking
details such as the
payment terms. This
guarantees that the
middleman and windmills don’t
accept additional subsidies for the
same wind power. 3 Phases issues
Starbucks a “green certificate”
confirming the transaction. 

1 Last December,
Starbucks promised

to purchase 20% of its
power, about 150 million
kilowatt hours (kwh) per
year, from renewable
sources. Yet many of its stores are not
hooked up to wind or solar farms. So
Starbucks buys regular dirty power for
8,400 locations, then pays an extra fee to
a middleman to help offset the emissions. 

states have adopted re-
quirements that power
companies replace a por-
tion of the energy they sell
with renewable power.
California is committed to
a goal of 20% by 2017, and
New York has to hit 25%
by 2013. In many cases,

green tags offer the easiest path to
meet the new minimums.

For retail operations such as
Starbucks and Whole Foods, the
tags help attract a green clientele.
For industrial companies such as
DuPont, Staples, and j&j, green
tags are also a way to meet, or antic-
ipate, regulations. With the carbon-
restricting rules of the Kyoto Accord
in effect in Europe, Canada, and
Japan, many such companies are
trying to align their U.S. operations
with global practices. “We need to
understand how to do business as a
company in a carbon-constrained
environment,” says Mark Buckley,
vice-president for environmental af-
fairs at Staples Inc., which aims to
reduce its emissions by 7% by 2010.
Meanwhile, a clutch of state-backed
and nonprofit auditors, such as
Green-e in San Francisco, is trying
to standardize how tags are meas-

ured and tracked. 
While many companies are just begin-

ning to experiment with green certifi-
cates, individuals are using them to offset
the power consumed in everything from
cross-country flights to wedding recep-
tions and ski trips. At Mt. Hood Meadows
Ski Resort, an hour east of Portland, Ore.,
18,000 skiers purchased green tags this
year. One was Allen Engle, an electrical
engineer in Bend, Ore. He buys a $2
green tag along with his $48 lift ticket, to
compensate for the power consumed on
his day trip to the slopes. “To get any new
technology started, you need incentives,
like tax incentives,” says Engle. For many
companies and consumers, tags are an
acceptable short-term cost.  

CLEAR CONSCIENCE
Hughes (with son,
Finn) bought
TerraPass tags for
both family cars
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BY HEATHER GREEN

M
artin hughes is
not your typical hy-
brid-driving, clean-
energy fanatic .
Hughes and his
wife, both longtime
oil-industry veter-

ans, zoom around Houston in no-com-
promise vehicles. His, a Nissan Xterra
suv. Hers, a zippy Volkswagen Passat. 

Yet when Hughes heard last year about
an environmental startup called TerraPass
Inc., he was intrigued. The Menlo Park
(Calif.) company sells “green tags,”
which cost up to $80 a year and which are
designed to offset the emissions a car
spews into the air during that period. Af-
ter taking a small cut of each sale, Terra-
Pass pools its members’ fees and invests
them in clean energy production, includ-
ing wind power. Hughes checked out the
service online last August and then
forked over $129 for two TerraPass wind-
shield decals. “I was impressed,” he says.
“It’s a for-profit product that allows you to
exercise your conscience.” 

TerraPass is channeling the good in-
tentions of individual consumers con-
cerned about carbon emissions, which
are linked with global warming. U.S.
companies are also adopting the certifi-

cates, in part because they wish to cater
to this growing, green constituency. But
the tags, which are now America’s
fastest-growing alternative-energy prod-
uct, aren’t simply a marketing vehicle.
U.S. businesses have watched Europe
and Japan adopt tough regulations on
carbon emissions and say the tags could
help them prepare for similar develop-
ments in the U.S. 

Starbucks Corp. has been a leader in
the green-tag movement, mainly be-
cause renewable power is still hard to
come by. Last year, Starbucks made a
pledge to buy 20% of the annual electric
power for its North American stores—
about 150 million kilowatt hours—from
renewable sources. But no single wind
farm can service all 8,400 of its U.S. cof-
fee shops. In fact, many Starbucks have
no means of hooking up to any renew-
able power producer. 

So Starbucks stores continue to con-
sume power as usual, but the company
passes an extra payment of less than
half a cent per kwh to a middleman
called 3 Phases Energy Services in San
Francisco. 3 Phases redistributes funds
to 40 wind farms across the country,
then issues a certificate. With this sub-
sidy, the farms cut the price of their
power and boost sales to local cus-

It’s a Little Easier 
Being Green
Consumers and companies are giving
alternative energy a boost with “green tags”

Combating Climate Change 
Windmills and solar farms generate earth-friendly electricity, but
they can’t service all the households and companies that might
want their power. Also, their costs are often higher, so they can’t
easily compete with coal, natural gas, or other fuels that release
CO2. Businesses and consumers can help level the playing field by
purchasing “green certificates.” Here’s how they work:

EnergyEnvironment

The middleman, 3 Phases Energy, has 

contracts with wind projects across the U.S. 

3 Phases transfers Starbucks’ money to these 

wind farms, which use the subsidy to lower 

their own prices so that they can sell power 

to nearby customers at competitive rates. This 

encourages consumption of green power equal 

to the 20% target that Starbucks has set.
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So Starbucks stores continue to consume power as 

usual, but the company passes an extra payment 

of less than half a cent per kwh to a middleman 

called 3 Phases Energy Services in San Francisco.  

3 Phases redistributes funds to 40 wind farms 

across the country, then issues a certificate. With 
this subsidy, the farms cut the price of their power 

and boost sales to local customers.

3 Phases Energy is proud to have been interviewed for  
Business Week’s article on alternative energy.
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“Other companies that purchase large 

blocks of renewable energy include  

Starbucks, FedEx Kinko’s and Nike.”

Starbucks and FedEx Kinko’s are  
3 Phases Energy customers.
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“Call your power company to see if 

you can switch to renewable sources 

like wind or geothermal energy.   

In Oregon, Pacific Power offers the 

Blue Sky Usage plan, which uses 

renewable energy sources and costs 

the average homeowner $8 more a 

month.  “

Pacific Power is one of 3 Phases Energy’s utility partners.


