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Business Life

Trader who won a green gamble

Andrew Owens: ‘It was close to a zero-cost start-up’ 

T
he last time there was 
a recession, Andrew 
Owens set up an 
energy company. He 

succeeded, which makes his 
story inspirational rather than 
cautionary. Greenergy has 13 
per cent of the UK’s road fuel 
market. If you tank up at Tesco, 
it is likely to be with Greenergy 
fuel. The business has grown 
at an astonishing rate with 
sales rising from £60m in 1999 
to £1.2bn last year.

Had the Welsh oil trader 
failed, you might write him off 
as a flamboyant risk taker, pos-
sibly a bit of a nut. An energy 
business is capital intensive. It 
is an unusual choice for a bed-
room start-up and Mr Owens is 
disarmingly frank about the 
gamble he took as he talks in 
Greenergy’s offices in High 
Holborn, London.

It was 1992. As well as a 
recession, there was a war in 

the Gulf and many businesses 
were going bust. So Mr Owens, 
aged 29, chucked in his well-
paid job as an oil trader to sell 
a low-emission diesel he had 
developed to the Swedish gov-
ernment. He could not afford to 
buy the six tanker loads of fuel 
he needed to set the ball rolling 
so he approached energy suppli-
ers he knew and through sheer 
charisma persuaded them to 
ship $7m of fuel on credit.

Then he approached a Swed-
ish storage company because 
he needed somewhere to store 
the fuel. For free. After some 
humming and hawing the 
storage company executives 
agreed. Mr Owens recalls: 
“They said ‘Hm, OK, we’ll do 
that, because one day we might 
want to set up a business our-
selves and we’d need someone 
to help us too’.”

“People were supplying 
services without us having 

any capacity to pay,” Mr Owens 
says. Former colleagues joined 
him on starting salaries of 
nothing. Even the computers 
were borrowed. “It was close to 
a zero-cost start-up,” he remem-
bers. The business struggled in 
its first year. It only survived 
because Mr Owens forgot to 
hedge currency risks on which 
Greenergy then made a profit.

How did he sleep at nights? 
Like a baby, apparently. “When 
we came to set up the business, 
my wife, a European lobbyist 
for Visa, said: ‘What have we 
got to lose?’ and I said: ‘Every-
thing,’ and she said: ‘Oh well, 
that’s all right then.’ We didn’t 
have any children, so it didn’t 
really matter.”

There is something a tad 
messianic about Mr Owens. His 
degree is in chemical engineer-
ing, a discipline not noted for 
nurturing people skills. He is 
not a sales smoothie. But he is 

Andrew Owens 
lacked the funds 
to set up a low-
emission diesel 
company, but 
somehow persuaded 
people to help out 
for free, writes 
Jonathan Guthrie

Charlie Bibby

16 ★ FINANCIAL TIMES WEDNESDAY NOVEMBER 19 2008

Business Life

Trader who won a green gamble
Andrew Owens lacked
the funds to set up a
low­emission diesel
company, but somehow
persuaded people to
help out for free, writes
Jonathan Guthrie

The last time there was a
recession, Andrew Owens
set up an energy company.
He succeeded, which

makes his story inspirational
rather than cautionary. Greenergy
has 13 per cent of the UK’s road
fuel market. If you tank up at
Tesco, it is likely to be with Green-
ergy fuel. The business has grown
at an astonishing rate with sales
rising from £60m in 1999 to £1.2bn
last year.

Had the Welsh oil trader failed,
you might write him off as a flam-
boyant risk taker, possibly a bit of
a nut. An energy business is capi-
tal intensive. It is an unusual
choice for a bedroom start-up and
Mr Owens is disarmingly frank
about the gamble he took as he
talks in Greenergy’s offices in High
Holborn, London.

It was 1992. As well as a reces-
sion, there was a war in the Gulf
and many businesses were going
bust. So Mr Owens, aged 29,
chucked in his well-paid job as an
oil trader to sell a low-emission die-
sel he had developed to the Swed-
ish government. He could not
afford to buy the six tanker loads
of fuel he needed to set the ball
rolling so he approached energy
suppliers he knew and through
sheer charisma persuaded them to
ship $7m of fuel on credit.

Then he approached a Swedish
storage company because he
needed somewhere to store the
fuel. For free. After some humming
and hawing the storage company
executives agreed. Mr Owens
recalls: “They said ‘Hm, OK, we’ll

do that, because one day we might
want to set up a business ourselves
and we’d need someone to help us
too’.”

“People were supplying services
without us having any capacity to
pay,” Mr Owens says. Former
colleagues joined him on starting
salaries of nothing. Even the com-
puters were borrowed. “It was
close to a zero-cost start-up,” he
remembers. The business struggled
in its first year. It only survived
because Mr Owens forgot to hedge
currency risks on which Greenergy
then made a profit.

How did he sleep at nights? Like
a baby, apparently. “When we
came to set up the business, my
wife, a European lobbyist for Visa,
said: ‘What have we got to lose?’
and I said: ‘Everything,’ and she
said: ‘Oh well, that’s all right then.’
We didn’t have any children, so it
didn’t really matter.”

There is something a tad
messianic about Mr Owens. His
degree is in chemical engineering,
a discipline not noted for nurturing
people skills. He is not a sales
smoothie. But he is persuasive. His
gamble worked because people had
faith in him.

When the Swedish operation was
better established, Mr Owens
talked London Transport into run-
ning its buses on his low-emission
CityDiesel. Greenergy also landed
a big contract with J Sainsbury.
The UK business was growing rap-
idly. Mr Owens sold the Swedish
arm of Greenergy for a seven-fig-
ure sum in 1996 so he could con-
centrate on the British market.

Mr Owens talked a lot to New
Labour back then about the impor-
tance of low-carbon fuel in improv-
ing the environment. A curious
result of his eloquence, and of
other green lobbyists, was damage
to Greenergy’s core business. In
2000 the government introduced
tax incentives for cleaner petrol,
bringing rival energy businesses
into the market.

“Before, it was relatively
straightforward to market ‘clean
versus dirty’, but there was no
marketing benefit in ‘cleanest ver-
sus clean’,” Mr Owens says. “So we
refocused the business, moving

away from particulates and pollu-
tion and towards lower carbon.”

Greenergy switched from being a
niche, premium-priced energy com-
pany to a mainstream commodity-
priced business that blended
biofuels into its petrol and diesel.
It developed a close relationship
with Tesco, which eventually took
a 22 per cent stake.

Mr Owens says Greenergy is able
to operate at significantly nar-
rower margins than bigger energy
companies, because it has no leg-
acy systems or culture. Greenergy
is number four in the UK market
with 70 staff instead of the 1,000
employees he claims a large oil
company would employ in its UK
division. Pre-tax profits were £22m
in the year to March on turnover
of about £1.8bn before duty.

Yet Mr Owens is not happy. The
business, he believes, is in good
shape for the downturn. It hedges
its exposure to oil prices and has a
bias towards low-cost public trans-
port and supermarket fuel sales.
The real problem is that ambition
still niggles at him. It cannot help
that he is retiring from dangerous
sports – such as motor rallying –
which give a man a calming per-
spective on business life: “I keep

hurting myself and it is taking
longer to recover all the time”.

He talks in guarded terms of
selling a controlling stake in
Greenergy to a big industrial part-
ner, not so he can sit back and
count his millions but to finance
an expansion upstream. This could
involve refining sugar in Brazil
rather than crude oil in Texas.

Mr Owens’ other beef concerns
the government. In the early days
“dealing with government was
quite simple . . . people took deci-
sions and had authority. Today it
is just one mindless, circuitous
working group”. He is piqued, it
seems, at a loss of influence. The
government has signalled it may
slow the rate at which it raises the
proportion of biofuel required in
petrol and diesel.

That reflects public criticism of
energy-intensive biofuel crops that
replace food cultivation. Mr Owens
says low-energy, sustainable bio-
fuels should not be tarred with the
same brush. Greenergy has spent
£50m on bioethanol production and
storage, and supplies the UK with
one-third of its biofuel. He is puz-
zled, as scientifically minded peo-
ple often are, by the predisposition
of politicians to ignore evidence
when it suits them politically.

Mr Owens does not look kindly
on those that disappoint him. He
describes his alma mater Whit-
church High School in Cardiff as
having been “one of the worst
schools in Britain” which “never
motivated anybody to do 1 per cent
more than they needed to”. Wales,
Mr Owens says with a Cardiff burr,
“sadly sets a low hurdle rate for
itself”.

The flipside is that he is gener-
ous in praise of those who have
helped him. His father, a caretaker,
and mother, a cook, “achieved a
miracle in getting three kids edu-
cated in an environment where,
even today, education is not a high
priority”. He credits them with
helping him win a scholarship to
Imperial College, London.

Mr Owens also eulogises Green-
ergy’s banks, Barclays and BNP
Paribas – this at a time of witch
hunts against bankers and a ban
on short selling. But Mr Owens,
one senses, does not want to be
popular. It matters more to him to
be right.

Enterprising Britain

Andrew
Owens: ‘It
was close to
a zero­cost
start­up’

Charlie Bibby

‘When we came to
set up the business,
my wife asked:
“What have we got
to lose?”
I said: “Everything”’

Recession rules: how to start up when others are slowing down

Andrew Owens set up Greenergy,
a fast­growing energy company,
during the early recession of the
early 1990s. His advice for
start­ups braving difficult markets:
● Do not underestimate the
commitment needed. “I had this
incredibly naive idea that I could
give it a go for six months,
and if it didn’t work I could stop
and get a [salaried] job. But you
can’t. After six months you have
all sorts of obligations, legal or
more likely moral, to staff and
maybe the bank.”

● Costs can catch you out. “The
challenge with a growing business
is that you never get your cost
base or your systems right. Either
you are trying to catch up with
where your sales are, or you set
your systems up for where you
expect to be in two or three years,
and they are a millstone round
your neck.” He prefers systems
big enough to grow into, and if
he had not invested in systems
three years ago, “I don’t know
how we would have managed this
year with such incredible price

volatility in the markets”.
● Decide what kind of business
you want. “One of the [metrics]
we try to stick to is 1 per cent
market share for every six
staff . . . If you look at an oil major,
it might have 1 per cent market
share for 100 staff. If a sector is
staff intensive, we don’t go for it.”
● Buy the best services. “It
might cost you more, but people
will have a lot more confidence in
your accounts. The best people
cost more per hour, but you use a
lot less hours.”

Should former
executives hand
back bonuses in
troubled times?

THE PROBLEM

THE EXECUTIVE
Archie Norman
A “grande geste” by past leaders is a
nice idea if it sends the right signal –
to share the pain of staff and investors
in tough times. But I rather doubt if

this practice is about to become an epidemic.
For a start, most senior bankers’ bonuses are paid

in shares. So they are not worth as much now
share prices have fallen. Chief executives I know

have lost much of their life
savings as a result of the
crash. They are not likely
to be engulfed in sympathy.
But nor will much be
achieved by giving what is
left back.

Now is the time to draw
a line under the past, to fracture the culture of
short termism and rebuild stronger institutions for
the future. Pay across the industry needs to be
rebased with more in base salary and less in bonus.
And bonuses need to be based on long­term value
creation – and I mean long­term.
The writer is former chief executive of Asda

THE ADVICE

THE ACADEMIC
Rakesh Khurana
My guess is that few CEOs will be
following Mr Wuffli’s example. When it
comes to voluntarily returning
compensation, I expect that most will

follow in the footsteps of Lehman’s Richard Fuld,
Countrywide’s Angelo Mozilo, Citigroup’s Charles
Prince and Merrill Lynch’s Stan O’Neal. None has
indicated that he plans to return the bonus he
received shortly before his firm reported huge
losses. When CEOs give back pay, it is likely to
occur as a strategy to placate politicians and as
a concession in exchange for government aid.

The assertion that CEO pay is tightly linked to
performance has become a joke. Fired executives
routinely walk away with tens of millions of dollars
while their firms are left in tatters or insolvent.
Surely the compensation schemes used in the
financial services industry are partly to blame for
the global economic crisis. These firms adopted pay
schemes that either encouraged executives to take
risks they didn’t understand or paid out in the short
term regardless of their long­term implications.

The issue now threatens the legitimacy of the
market system. In Europe and the US, the populist
backlash over government bail­outs underscores the
need to restore confidence in the free market
system, particularly the executive compensation
process. Will Mr Wuffli’s act of corporate
statesmanship inspire others? We can only hope so.
The writer is a professor of business
administration at Harvard Business School

THE INVESTOR
Daniel Summerfield
Any case in which a director returns a
bonus highlights the need for
remuneration design. Clawback
mechanisms may be important but will

not solve the systemic problems associated with
executive reward.

Directors should think about the time frame over
which they measure and reward performance and
question whether the performance metrics are
tailored to their business strategy and objectives.
Shareholders should ask whether the selected

metrics are linked to value
drivers that create
long­term shareholder
value and if they truly
capture a company’s
strategy and execution.
Remuneration committees
should use their discretion

(often granted but rarely exercised with appropriate
due diligence) to judge whether the metrics that
underpin reward really give an accurate record of
business performance. When these conditions are in
place, debate over bonus clawbacks will recede, as
it is more likely bonuses will have been properly
allocated in the first place.
The writer is co­head of responsible investment
at USS (Universities Superannuation Scheme)

THE CONSULTANT
Iraj Ispahani
We are living in a repriced market for
talent in financial services. Regulators
are pushing banks to reduce their risk
profiles and become better provisioned

for lower­risk activities. A perception of lax
self­regulation and excessive compensation persists.

It is commendable for any executive to pay back
an excessive bonus. However, this is an opportunity
to put in place a reward system that takes a
medium­term perspective. Incentive compensation
will always be required to encourage high
performance in a business concerned with making
money for clients, shareholders and bankers
themselves. Pay packages containing more stock
(with longer vesting periods) and less cash would
encourage a medium­term outlook. Management
discretion should count for less, while senior
executives should be subject to more transparency
in compensation levels.

The asset management industry has long used
attribution analysis to identify sources of investment
return and performance. The private equity industry
is being urged to adopt a similar approach. The sell
side would do well to do the same.
The writer is European head of financial services
at Korn/Ferry International

Last week Peter Wuffli, former chief executive of
UBS, revealed he had handed back SFr12m (£6.7m)
in bonus entitlements in sympathy with the plight of
the Swiss bank. The decision puts pressure on his
fellow former executives at UBS and those at other
stricken banks to renounce incentive payments
awarded for past performance.

Should former executives feel obliged to return
bonuses when a company encounters trouble? If a
company has been generous with compensation,
should it expect to claw money back? And is there
a danger of creating a “hand it back” culture that
undermines incentive schemes and, by extension,
future performance?

‘Fracture the
culture of
short­termism’

‘Clawbacks
will not solve
systemic woes’

JUDGMENT CALL
Four professionals offer expert advice

Wanted: a return to the thrill of small ads

I can honestly say that classified
advertising changed my life.

The first occasion was when I
was 18 and an undergraduate at
Oxford University. Neglecting my
medical studies, I accidentally
embarked on an entrepreneurial
career by running a club for
students, with business partners,
at a local nightspot on a Monday
evening.

We wanted to spin the discs but
had no experience of DJing. Then
I saw a tiny insert on a free ad
poster called Daily Information,
asking for a disc jockey for a
mobile disco. I applied and got the
job, after having somewhat
exaggerated my expertise on the
turntables. The first gig was a
wedding: at the start of the
evening I couldn’t even turn the

system on. But by the end of the
night I was a fully fledged DJ. It
was then that I realised that so
much in life is sheer confidence,
rather than technical skill.

The second seminal moment
was in 1990, when I spotted a
classified ad in this newspaper,
offering for sale a batch of
franchised restaurants. My letter
to a PO Box received a cryptic
hand-written reply from the South
of France, followed by a
hush-hush meeting at Browns
Hotel off Piccadilly. It was the
lead that ultimately led to our
acquisition of PizzaExpress, which
we took public and where I served
as chairman. Achieving that deal
took two years, and the process
taught me the importance of
patience when landing a big fish,
and how downturns can deliver
rare morsels.

I was reminded of the chance
power of classifieds this weekend,
when I met a couple who had
suddenly upped sticks from
London to move to rural Somerset
in the 1980s. They had come
across a few lines advertising a
derelict chapel in the Sunday
paper, and on a whim driven

down that day to take a look.
They fell in love with the place,
and gave up the Big Smoke for a
pastoral existence – all triggered
by a small ad.

Thus it is with great sadness I
note the rapid decline of local
newspapers, so heavily dependent
upon classified advertising as a
source of revenue. In a few years

all such adverts will have
migrated from national papers
and magazines too. Online search
by Google, trading websites such
as Ebay, specialist advertising
locations like Rightmove.co.uk,
even dating sites like match.com:
all these wonderful new digital
facilities mean the random
serendipity of old-fashioned print
classifieds is rapidly disappearing.

Undoubtedly the universe has
become more transparent, more
available, more efficient – thanks
to the internet. Yet I have a
sentimental attachment to the
role of luck and industry in
ferreting out obscure
opportunities among old-fashioned
small ads: whether it’s to find a
home, a company or a job.

The Darwinian nature of the
web means a few category killers
appear to dominate advertising in
each space – for example in
general search, property, cars and
jobs. Pricing anomalies have been
eliminated, with perfect
comparisons instantly summoned;
coming across an overlooked item
is almost impossible; and
marketplaces are now
permanently visible. Data is
available to everyone almost
everywhere all the time. Of course
this increases the scope for all
citizens to find bargains, partners
and other wanted goods.

Technology and competition
have combined to provide
equality, speed and unparalleled
choice when looking for things.
Capitalism has once more
improved the lot of the ordinary

man. On many grounds that is to
be applauded.

But the quirky complexion of
local advertising is being
destroyed as a handful of national
– or even international – online
winners reign supreme. They suck
up the advertising cash in a
Winner Takes All manner. And
this creates a perverse lack of
choice for users. I’m not sure that
is the digital democracy one reads
about so often.

I accept that we cannot halt
progress and certainly I would
never wish to return to a
pre-internet era. Indeed, more
than anything right now what is
needed to revive the world’s
economy is another huge
inventive leap such as the
internet, to boost confidence,
investment and productivity. But
I have a feeling that perhaps we
are losing something special as
we discard those traditional small
ads, and the funding they provide
for content.

lukej@riskcapitalpartners.co.uk
The writer is chairman of Channel
4 and runs Risk Capital Partners,
a private equity firm

THE ENTREPRENEUR
Luke Johnson

I have a sentimental
attachment to the role
of luck and industry in
ferreting out obscure
opportunities
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persuasive. His gamble worked 
because people had faith in him.

When the Swedish opera-
tion was better established, Mr 
Owens talked London Trans-
port into running its buses on 
his low-emission CityDiesel. 
Greenergy also landed a big 
contract with J Sainsbury. 
The UK business was growing 
rapidly. Mr Owens sold the 
Swedish arm of Greenergy for 
a seven-figure sum in 1996 so 
he could concentrate on the 
British market.

Mr Owens talked a lot to New 
Labour back then about the im-
portance of low-carbon fuel in 
improving the environment. A 
curious result of his eloquence, 
and of other green lobbyists, 
was damage to Greenergy’s 
core business. In 2000 the 
government introduced tax 
incentives for cleaner petrol, 
bringing rival energy busi-
nesses into the market.

“Before, it was relatively 
straightforward to market 
‘clean versus dirty’, but there 
was no marketing benefit in 
‘cleanest versus clean’,” Mr 
Owens says. “So we refocused 
the business, moving away 

from particulates and pollution 
and towards lower carbon.”

Greenergy switched from 
being a niche, premium-priced 
energy company to a mainstream 
commodity-priced business that 
blended biofuels into its petrol and 
diesel. It developed a close relation-
ship with Tesco, which eventually 
took a 22 per cent stake.

Mr Owens says Greenergy is 
able to operate at significantly 
narrower margins than bigger 
energy companies, because 
it has no legacy systems or 
culture. Greenergy is number 
four in the UK market with 
70 staff instead of the 1,000 
employees he claims a large 
oil company would employ in 
its UK division. Pre-tax profits 
were £22m in the year to March 
on turnover of about £1.8bn 
before duty.

Yet Mr Owens is not happy. 
The business, he believes, is in 
good shape for the downturn. 
It hedges its exposure to oil 
prices and has a bias towards 
low-cost public transport and 
supermarket fuel sales. The 
real problem is that ambition 
still niggles at him. It cannot 
help that he is retiring from 

dangerous sports - such as 
motor rallying - which give a 
man a calming perspective on 
business life: “I keep hurting 
myself and it is taking longer 
to recover all the time”.

He talks in guarded terms 
of selling a controlling stake 
in Greenergy to a big indus-
trial partner, not so he can sit 
back and count his millions 
but to finance an expansion 
upstream. This could involve 
refining sugar in Brazil rather 
than crude oil in Texas.

Mr Owens’ other beef 
concerns the government. In 
the early days “dealing with 
government was quite simple 
. . . people took decisions and 
had authority. Today it is 
just one mindless, circuitous 

working group”. He is piqued, 
it seems, at a loss of influence. 
The government has signalled 
it may slow the rate at which it 
raises the proportion of biofuel 
required in petrol and diesel.

That reflects public 
criticism of energy-intensive 
biofuel crops that replace food 
cultivation. Mr Owens says 
low-energy, sustainable bio-
fuels should not be tarred with 
the same brush. Greenergy 
has spent £50m on bioethanol 
production and storage, and 
supplies the UK with one-third 
of its biofuel. He is puzzled, as 
scientifically minded people 
often are, by the predisposition 
of politicians to ignore evidence 
when it suits them politically.

Mr Owens does not look 
kindly on those that disappoint 
him. He describes his alma 
mater Whitchurch High School 
in Cardiff as having been “one 
of the worst schools in Brit-
ain” which “never motivated 
anybody to do 1 per cent more 
than they needed to”. Wales, 
Mr Owens says with a Cardiff 
burr, “sadly sets a low hurdle 
rate for itself”.

The flipside is that he is 
generous in praise of those 
who have helped him. His fa-
ther, a caretaker, and mother, 
a cook, “achieved a miracle in 
getting three kids educated in 
an environment where, even 
today, education is not a high 
priority”. He credits them with 
helping him win a scholarship 
to Imperial College, London.

Mr Owens also eulogises 
Greenergy’s banks, Barclays 
and BNP Paribas - this at a time 
of witch hunts against bankers 
and a ban on short selling. But 
Mr Owens, one senses, does not 
want to be popular. It matters 
more to him to be right.

‘When we came to 
set up the business, 
my wife asked: 
“What have we got 
to lose?” 
I said: “Everything”’
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Trader who won a green gamble
Andrew Owens lacked
the funds to set up a
low­emission diesel
company, but somehow
persuaded people to
help out for free, writes
Jonathan Guthrie

The last time there was a
recession, Andrew Owens
set up an energy company.
He succeeded, which

makes his story inspirational
rather than cautionary. Greenergy
has 13 per cent of the UK’s road
fuel market. If you tank up at
Tesco, it is likely to be with Green-
ergy fuel. The business has grown
at an astonishing rate with sales
rising from £60m in 1999 to £1.2bn
last year.

Had the Welsh oil trader failed,
you might write him off as a flam-
boyant risk taker, possibly a bit of
a nut. An energy business is capi-
tal intensive. It is an unusual
choice for a bedroom start-up and
Mr Owens is disarmingly frank
about the gamble he took as he
talks in Greenergy’s offices in High
Holborn, London.

It was 1992. As well as a reces-
sion, there was a war in the Gulf
and many businesses were going
bust. So Mr Owens, aged 29,
chucked in his well-paid job as an
oil trader to sell a low-emission die-
sel he had developed to the Swed-
ish government. He could not
afford to buy the six tanker loads
of fuel he needed to set the ball
rolling so he approached energy
suppliers he knew and through
sheer charisma persuaded them to
ship $7m of fuel on credit.

Then he approached a Swedish
storage company because he
needed somewhere to store the
fuel. For free. After some humming
and hawing the storage company
executives agreed. Mr Owens
recalls: “They said ‘Hm, OK, we’ll

do that, because one day we might
want to set up a business ourselves
and we’d need someone to help us
too’.”

“People were supplying services
without us having any capacity to
pay,” Mr Owens says. Former
colleagues joined him on starting
salaries of nothing. Even the com-
puters were borrowed. “It was
close to a zero-cost start-up,” he
remembers. The business struggled
in its first year. It only survived
because Mr Owens forgot to hedge
currency risks on which Greenergy
then made a profit.

How did he sleep at nights? Like
a baby, apparently. “When we
came to set up the business, my
wife, a European lobbyist for Visa,
said: ‘What have we got to lose?’
and I said: ‘Everything,’ and she
said: ‘Oh well, that’s all right then.’
We didn’t have any children, so it
didn’t really matter.”

There is something a tad
messianic about Mr Owens. His
degree is in chemical engineering,
a discipline not noted for nurturing
people skills. He is not a sales
smoothie. But he is persuasive. His
gamble worked because people had
faith in him.

When the Swedish operation was
better established, Mr Owens
talked London Transport into run-
ning its buses on his low-emission
CityDiesel. Greenergy also landed
a big contract with J Sainsbury.
The UK business was growing rap-
idly. Mr Owens sold the Swedish
arm of Greenergy for a seven-fig-
ure sum in 1996 so he could con-
centrate on the British market.

Mr Owens talked a lot to New
Labour back then about the impor-
tance of low-carbon fuel in improv-
ing the environment. A curious
result of his eloquence, and of
other green lobbyists, was damage
to Greenergy’s core business. In
2000 the government introduced
tax incentives for cleaner petrol,
bringing rival energy businesses
into the market.

“Before, it was relatively
straightforward to market ‘clean
versus dirty’, but there was no
marketing benefit in ‘cleanest ver-
sus clean’,” Mr Owens says. “So we
refocused the business, moving

away from particulates and pollu-
tion and towards lower carbon.”

Greenergy switched from being a
niche, premium-priced energy com-
pany to a mainstream commodity-
priced business that blended
biofuels into its petrol and diesel.
It developed a close relationship
with Tesco, which eventually took
a 22 per cent stake.

Mr Owens says Greenergy is able
to operate at significantly nar-
rower margins than bigger energy
companies, because it has no leg-
acy systems or culture. Greenergy
is number four in the UK market
with 70 staff instead of the 1,000
employees he claims a large oil
company would employ in its UK
division. Pre-tax profits were £22m
in the year to March on turnover
of about £1.8bn before duty.

Yet Mr Owens is not happy. The
business, he believes, is in good
shape for the downturn. It hedges
its exposure to oil prices and has a
bias towards low-cost public trans-
port and supermarket fuel sales.
The real problem is that ambition
still niggles at him. It cannot help
that he is retiring from dangerous
sports – such as motor rallying –
which give a man a calming per-
spective on business life: “I keep

hurting myself and it is taking
longer to recover all the time”.

He talks in guarded terms of
selling a controlling stake in
Greenergy to a big industrial part-
ner, not so he can sit back and
count his millions but to finance
an expansion upstream. This could
involve refining sugar in Brazil
rather than crude oil in Texas.

Mr Owens’ other beef concerns
the government. In the early days
“dealing with government was
quite simple . . . people took deci-
sions and had authority. Today it
is just one mindless, circuitous
working group”. He is piqued, it
seems, at a loss of influence. The
government has signalled it may
slow the rate at which it raises the
proportion of biofuel required in
petrol and diesel.

That reflects public criticism of
energy-intensive biofuel crops that
replace food cultivation. Mr Owens
says low-energy, sustainable bio-
fuels should not be tarred with the
same brush. Greenergy has spent
£50m on bioethanol production and
storage, and supplies the UK with
one-third of its biofuel. He is puz-
zled, as scientifically minded peo-
ple often are, by the predisposition
of politicians to ignore evidence
when it suits them politically.

Mr Owens does not look kindly
on those that disappoint him. He
describes his alma mater Whit-
church High School in Cardiff as
having been “one of the worst
schools in Britain” which “never
motivated anybody to do 1 per cent
more than they needed to”. Wales,
Mr Owens says with a Cardiff burr,
“sadly sets a low hurdle rate for
itself”.

The flipside is that he is gener-
ous in praise of those who have
helped him. His father, a caretaker,
and mother, a cook, “achieved a
miracle in getting three kids edu-
cated in an environment where,
even today, education is not a high
priority”. He credits them with
helping him win a scholarship to
Imperial College, London.

Mr Owens also eulogises Green-
ergy’s banks, Barclays and BNP
Paribas – this at a time of witch
hunts against bankers and a ban
on short selling. But Mr Owens,
one senses, does not want to be
popular. It matters more to him to
be right.

Enterprising Britain

Andrew
Owens: ‘It
was close to
a zero­cost
start­up’

Charlie Bibby

‘When we came to
set up the business,
my wife asked:
“What have we got
to lose?”
I said: “Everything”’

Recession rules: how to start up when others are slowing down

Andrew Owens set up Greenergy,
a fast­growing energy company,
during the early recession of the
early 1990s. His advice for
start­ups braving difficult markets:
● Do not underestimate the
commitment needed. “I had this
incredibly naive idea that I could
give it a go for six months,
and if it didn’t work I could stop
and get a [salaried] job. But you
can’t. After six months you have
all sorts of obligations, legal or
more likely moral, to staff and
maybe the bank.”

● Costs can catch you out. “The
challenge with a growing business
is that you never get your cost
base or your systems right. Either
you are trying to catch up with
where your sales are, or you set
your systems up for where you
expect to be in two or three years,
and they are a millstone round
your neck.” He prefers systems
big enough to grow into, and if
he had not invested in systems
three years ago, “I don’t know
how we would have managed this
year with such incredible price

volatility in the markets”.
● Decide what kind of business
you want. “One of the [metrics]
we try to stick to is 1 per cent
market share for every six
staff . . . If you look at an oil major,
it might have 1 per cent market
share for 100 staff. If a sector is
staff intensive, we don’t go for it.”
● Buy the best services. “It
might cost you more, but people
will have a lot more confidence in
your accounts. The best people
cost more per hour, but you use a
lot less hours.”

Should former
executives hand
back bonuses in
troubled times?

THE PROBLEM

THE EXECUTIVE
Archie Norman
A “grande geste” by past leaders is a
nice idea if it sends the right signal –
to share the pain of staff and investors
in tough times. But I rather doubt if

this practice is about to become an epidemic.
For a start, most senior bankers’ bonuses are paid

in shares. So they are not worth as much now
share prices have fallen. Chief executives I know

have lost much of their life
savings as a result of the
crash. They are not likely
to be engulfed in sympathy.
But nor will much be
achieved by giving what is
left back.

Now is the time to draw
a line under the past, to fracture the culture of
short termism and rebuild stronger institutions for
the future. Pay across the industry needs to be
rebased with more in base salary and less in bonus.
And bonuses need to be based on long­term value
creation – and I mean long­term.
The writer is former chief executive of Asda

THE ADVICE

THE ACADEMIC
Rakesh Khurana
My guess is that few CEOs will be
following Mr Wuffli’s example. When it
comes to voluntarily returning
compensation, I expect that most will

follow in the footsteps of Lehman’s Richard Fuld,
Countrywide’s Angelo Mozilo, Citigroup’s Charles
Prince and Merrill Lynch’s Stan O’Neal. None has
indicated that he plans to return the bonus he
received shortly before his firm reported huge
losses. When CEOs give back pay, it is likely to
occur as a strategy to placate politicians and as
a concession in exchange for government aid.

The assertion that CEO pay is tightly linked to
performance has become a joke. Fired executives
routinely walk away with tens of millions of dollars
while their firms are left in tatters or insolvent.
Surely the compensation schemes used in the
financial services industry are partly to blame for
the global economic crisis. These firms adopted pay
schemes that either encouraged executives to take
risks they didn’t understand or paid out in the short
term regardless of their long­term implications.

The issue now threatens the legitimacy of the
market system. In Europe and the US, the populist
backlash over government bail­outs underscores the
need to restore confidence in the free market
system, particularly the executive compensation
process. Will Mr Wuffli’s act of corporate
statesmanship inspire others? We can only hope so.
The writer is a professor of business
administration at Harvard Business School

THE INVESTOR
Daniel Summerfield
Any case in which a director returns a
bonus highlights the need for
remuneration design. Clawback
mechanisms may be important but will

not solve the systemic problems associated with
executive reward.

Directors should think about the time frame over
which they measure and reward performance and
question whether the performance metrics are
tailored to their business strategy and objectives.
Shareholders should ask whether the selected

metrics are linked to value
drivers that create
long­term shareholder
value and if they truly
capture a company’s
strategy and execution.
Remuneration committees
should use their discretion

(often granted but rarely exercised with appropriate
due diligence) to judge whether the metrics that
underpin reward really give an accurate record of
business performance. When these conditions are in
place, debate over bonus clawbacks will recede, as
it is more likely bonuses will have been properly
allocated in the first place.
The writer is co­head of responsible investment
at USS (Universities Superannuation Scheme)

THE CONSULTANT
Iraj Ispahani
We are living in a repriced market for
talent in financial services. Regulators
are pushing banks to reduce their risk
profiles and become better provisioned

for lower­risk activities. A perception of lax
self­regulation and excessive compensation persists.

It is commendable for any executive to pay back
an excessive bonus. However, this is an opportunity
to put in place a reward system that takes a
medium­term perspective. Incentive compensation
will always be required to encourage high
performance in a business concerned with making
money for clients, shareholders and bankers
themselves. Pay packages containing more stock
(with longer vesting periods) and less cash would
encourage a medium­term outlook. Management
discretion should count for less, while senior
executives should be subject to more transparency
in compensation levels.

The asset management industry has long used
attribution analysis to identify sources of investment
return and performance. The private equity industry
is being urged to adopt a similar approach. The sell
side would do well to do the same.
The writer is European head of financial services
at Korn/Ferry International

Last week Peter Wuffli, former chief executive of
UBS, revealed he had handed back SFr12m (£6.7m)
in bonus entitlements in sympathy with the plight of
the Swiss bank. The decision puts pressure on his
fellow former executives at UBS and those at other
stricken banks to renounce incentive payments
awarded for past performance.

Should former executives feel obliged to return
bonuses when a company encounters trouble? If a
company has been generous with compensation,
should it expect to claw money back? And is there
a danger of creating a “hand it back” culture that
undermines incentive schemes and, by extension,
future performance?

‘Fracture the
culture of
short­termism’

‘Clawbacks
will not solve
systemic woes’

JUDGMENT CALL
Four professionals offer expert advice

Wanted: a return to the thrill of small ads

I can honestly say that classified
advertising changed my life.

The first occasion was when I
was 18 and an undergraduate at
Oxford University. Neglecting my
medical studies, I accidentally
embarked on an entrepreneurial
career by running a club for
students, with business partners,
at a local nightspot on a Monday
evening.

We wanted to spin the discs but
had no experience of DJing. Then
I saw a tiny insert on a free ad
poster called Daily Information,
asking for a disc jockey for a
mobile disco. I applied and got the
job, after having somewhat
exaggerated my expertise on the
turntables. The first gig was a
wedding: at the start of the
evening I couldn’t even turn the

system on. But by the end of the
night I was a fully fledged DJ. It
was then that I realised that so
much in life is sheer confidence,
rather than technical skill.

The second seminal moment
was in 1990, when I spotted a
classified ad in this newspaper,
offering for sale a batch of
franchised restaurants. My letter
to a PO Box received a cryptic
hand-written reply from the South
of France, followed by a
hush-hush meeting at Browns
Hotel off Piccadilly. It was the
lead that ultimately led to our
acquisition of PizzaExpress, which
we took public and where I served
as chairman. Achieving that deal
took two years, and the process
taught me the importance of
patience when landing a big fish,
and how downturns can deliver
rare morsels.

I was reminded of the chance
power of classifieds this weekend,
when I met a couple who had
suddenly upped sticks from
London to move to rural Somerset
in the 1980s. They had come
across a few lines advertising a
derelict chapel in the Sunday
paper, and on a whim driven

down that day to take a look.
They fell in love with the place,
and gave up the Big Smoke for a
pastoral existence – all triggered
by a small ad.

Thus it is with great sadness I
note the rapid decline of local
newspapers, so heavily dependent
upon classified advertising as a
source of revenue. In a few years

all such adverts will have
migrated from national papers
and magazines too. Online search
by Google, trading websites such
as Ebay, specialist advertising
locations like Rightmove.co.uk,
even dating sites like match.com:
all these wonderful new digital
facilities mean the random
serendipity of old-fashioned print
classifieds is rapidly disappearing.

Undoubtedly the universe has
become more transparent, more
available, more efficient – thanks
to the internet. Yet I have a
sentimental attachment to the
role of luck and industry in
ferreting out obscure
opportunities among old-fashioned
small ads: whether it’s to find a
home, a company or a job.

The Darwinian nature of the
web means a few category killers
appear to dominate advertising in
each space – for example in
general search, property, cars and
jobs. Pricing anomalies have been
eliminated, with perfect
comparisons instantly summoned;
coming across an overlooked item
is almost impossible; and
marketplaces are now
permanently visible. Data is
available to everyone almost
everywhere all the time. Of course
this increases the scope for all
citizens to find bargains, partners
and other wanted goods.

Technology and competition
have combined to provide
equality, speed and unparalleled
choice when looking for things.
Capitalism has once more
improved the lot of the ordinary

man. On many grounds that is to
be applauded.

But the quirky complexion of
local advertising is being
destroyed as a handful of national
– or even international – online
winners reign supreme. They suck
up the advertising cash in a
Winner Takes All manner. And
this creates a perverse lack of
choice for users. I’m not sure that
is the digital democracy one reads
about so often.

I accept that we cannot halt
progress and certainly I would
never wish to return to a
pre-internet era. Indeed, more
than anything right now what is
needed to revive the world’s
economy is another huge
inventive leap such as the
internet, to boost confidence,
investment and productivity. But
I have a feeling that perhaps we
are losing something special as
we discard those traditional small
ads, and the funding they provide
for content.

lukej@riskcapitalpartners.co.uk
The writer is chairman of Channel
4 and runs Risk Capital Partners,
a private equity firm

THE ENTREPRENEUR
Luke Johnson

I have a sentimental
attachment to the role
of luck and industry in
ferreting out obscure
opportunities


