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Abstract
The accelerating climate crisis has reshaped the economic logic of modern business. Scientific evidence confirms that climate risks—ranging from extreme weather to supply chain disruption—are now material financial risks for companies . Traditional shareholder value theory argues that firms should maximise profits , while modern stakeholder and ESG perspectives emphasise wider environmental and social responsibilities .

Evidence shows that sustainability is no longer only a moral obligation but a long-term strategic driver of value creation. While green investment may reduce short-term profits, firms with strong ESG strategies gain competitive advantages, lower capital costs, and better long-term financial performance . Case studies of Unilever and Tesla show two different paths: systematic ESG integration and technology-driven sustainability, both demonstrating the potential for profit–sustainability alignment.

This report concludes that profit maximisation and sustainability are not mutually exclusive. Firms should embed climate goals into core strategy, strengthen governance and disclosure, and collaborate with stakeholders to achieve sustainable growth.





Contents
1.Introduction	1
2.What is the purpose of modern companies?	2
3. Climate Crisis and Corporate Responsibility	3
4. Profit and Sustainability: Conflict or Long Term Consistency?	4
5.Two Paths for Sustainable Transformation of Global Enterprises: Unilever and Tesla	6
5.1 Unilever: Moving from Ideal Vision to Practical Innovation	6
5.2 Tesla: Technology Driven Sustainable Profit Model	8
5.3 Conclusion: Different paths, common proposition	10
6. Discussion: Can profit and sustainability be compatible?	11
7. Conclusion and Suggestions	12
Reference	14
































[bookmark: _Toc17895]
1.Introduction
[bookmark: _GoBack]Climate crisis refers to the drastic changes that occur in the Earth's climate system, particularly the cascading ecological and environmental crises caused by global warming. The Intergovernmental Panel on Climate Change (IPCC) of the United Nations has pointed out that the current rate of climate change far exceeds historical natural fluctuations, and some changes are irreversible within hundreds of years. In 2020, over 11000 scientists worldwide jointly issued a warning that the climate crisis is worsening faster than scientifically expected, and the Earth is entering a state of climate emergency, which will bring "endless suffering" to humanity. The climate crisis has become the most urgent global issue of the 21st century. The latest scientific assessment shows that human activities have led to a sharp increase in greenhouse gas concentrations in the atmosphere, causing the global average temperature to rise by about 1.1 ℃ above pre industrial levels, and triggering systemic risks such as extreme weather, rising sea levels, and irreversible ecological losses (IPCC, 2021). I believe that in this context, companies from various countries will play a crucial role in the global economic structure. Traditional business ethics holds that the primary responsibility of a company is to pursue maximum profit, while emerging perspectives emphasize that companies should also assume environmental and social responsibilities (Crane et al., 2019).
So the current issue that should be focused on is whether modern enterprises should pursue profit maximization or sustainable development in the context of the climate crisis? In fact, that the two are not binary oppositions, but can shift from short-term conflicts to long-term consistency. Sustainable development is no longer a cost, but a core strategic element that affects competitive advantage, capital costs, and risk management (Ioannou and Serafei, 2021).

[bookmark: _Toc4007]2.What is the purpose of modern companies?
The purpose of modern companies is not just to make profits, but to undertake broader social responsibilities and economic functions. The debate about the purpose of enterprises stems from classical economic theory. Milton Friedman proposed the shareholder value theory, which holds that the only social responsibility of a company is to create profits for shareholders, and other social expenditures belong to "non market intervention" (Friedman, 1970). This viewpoint supports decades of corporate governance concepts, such as performance evaluation systems that maximize shareholder value. On the contrary, Freeman proposed the stakeholder theory, which holds that companies are not only responsible to shareholders, but also to employees, consumers, supply chains, communities, and the natural environment (Freeman, 1984). This theory reflects the highly nested relationship between business activities and the social environment.
In the past decade, the rise of ESG (Environmental, Social, Governance) frameworks has driven a theoretical shift - enterprise value is no longer just a financial indicator, but also includes environmental impact, governance level, and social contribution (Khan et al., 2016). Research has shown that companies with good ESG performance receive lower risk premiums and higher long-term valuations in the capital market (Bai et al., 2024). The company's mission has shifted from the traditional perspective of maximizing shareholder interests to modern concepts of social responsibility and sustainable development. The explanation of the purpose of modern companies places greater emphasis on balancing stakeholders, including shareholders, employees, customers, suppliers, communities, and the environment. The company implements green production technology, reduces environmental pollution, enhances brand image, strengthens market competitiveness, actively fulfills social responsibilities, such as participating in public welfare activities, supporting education, etc., improves employees' sense of belonging and satisfaction, and enhances the company's social influence.
[bookmark: _Toc17947]3. Climate Crisis and Corporate Responsibility
The climate crisis has a profound impact on businesses, and as the main source of carbon emissions, businesses bear an inescapable responsibility to reduce emissions. The climate crisis is not just a moral issue for businesses, but also a significant business risk. TCFD points out that businesses face two types of climate risks: physical risks (extreme weather, supply chain disruptions, energy cost fluctuations) and transition risks (policy and regulation, technology substitution, and changes in consumer preferences) (TCFD, 2017). These factors will all affect a company's cash flow, asset valuation, and cost of capital. International regulatory agencies are promoting standardization of climate information disclosure. The S2 standard issued by IFRS requires companies to disclose climate related risks and quantify their potential financial impacts (IFRS Foundation, 2023). This means that environmental impacts that were previously considered 'externalities' are being incorporated into the boundaries of financial statements.
There are studies indicating that companies that have pre positioned themselves in the climate transition perform better in market competition, such as gaining strategic advantages through low-carbon technology innovation, brand value, and policy incentives (Porter and Kramer, 2011; Atz, 2023). Enterprises should actively adapt to the policy environment of strengthening green and low-carbon constraints, enhance their awareness and identification ability of climate risks, proactively disclose environmental and climate information, and strengthen the construction of green and low-carbon corporate culture. These measures not only help companies fulfill their environmental responsibilities, but also enhance market trust and strengthen their resilience to climate shocks.

[bookmark: _Toc26961]4. Profit and Sustainability: Conflict or Long Term Consistency?
In today's business environment, ESG (Environmental, Social, Governance) concepts have become an important compass for business operations. More and more companies are incorporating ESG standards into their strategic decisions as an important way to enhance corporate social responsibility, reduce environmental impact, and improve governance structures. However, in the pursuit of ESG goals, companies often face the challenge of balancing short-term interests with long-term strategies. This balance is not only related to the sustainable development of enterprises, but also directly affects their financial performance and market competitiveness.
Short term benefits usually refer to the financial gains that a company obtains in a relatively short period of time, such as quarterly profits, stock price increases, cost control, etc. In the short term, environmental investment, technological transformation, and supply chain greening may increase business costs and squeeze profits. For example, companies developing new materials or adjusting production modes to achieve emission reduction targets can lower short-term profit margins (Montgomery, 2023). This is also the practical basis for the conflict between profit and sustainability.
Long term strategy involves the sustainable development of enterprises over a longer period of time, including innovation capabilities, market expansion, brand value, and social responsibility. From a long-term perspective, the two tend to be consistent. Firstly, sustainable strategies reduce long-term risks, including policy risks and supply chain vulnerabilities (Auer et al., 2021). Secondly, the green product market is growing, and sustainable brands can gain price premiums and user loyalty (Hsu et al., 2022). Thirdly, the capital market is rewarding transparent disclosure and low-carbon transformation enterprises, making their financing conditions more favorable (Krueger et al., 2020). These measures are an important component of achieving long-term strategic goals for enterprises. How to advance ESG strategies without compromising short-term financial performance has become a core challenge that management needs to face.
It should be noted that some companies engage in "greenwashing" behavior, which means exaggerating sustainable achievements, using vague indicators, or lacking third-party audits (Mu et al., 2023). Attempting to convince the public that its products, services, or operations are environmentally friendly. This behavior typically includes false advertising, selective disclosure of information, or the use of vague environmental terminology, with the fundamental purpose of attracting consumers and investors who are increasingly concerned about environmental issues. Research has shown that once greenwashing behavior is exposed, it will seriously damage a company's reputation and stock price (Hoffman et al., 2022).

[bookmark: _Toc26346]5.Two Paths for Sustainable Transformation of Global Enterprises: Unilever and Tesla
Against the backdrop of the global climate crisis and increasing regulatory pressure, sustainable development of enterprises is moving from moral choices to the core of business logic. Unilever and Tesla represent two typical paths for the fast-moving consumer goods industry and new energy manufacturing, respectively: the former uses systematic ESG strategies to drive business model updates, while the latter creates environmental value and commercial returns through technological revolutions. By comparing the practical paths of the two, we can observe how contemporary enterprises find a balance between long-term mission and short-term performance.

[bookmark: _Toc18336]5.1 Unilever: Moving from Ideal Vision to Practical Innovation
Unilever is a leading global fast-moving consumer goods company, with businesses covering beauty and personal care, home cleaning, and food and beverage. It owns brands such as Dove, Lipton, and Menglong. Since the merger of Margarine Unie from the Netherlands and Lever Brothers from the UK in 1929, its globalization strategy has always been deeply tied to the concept of sustainability, with the mission of "popularizing sustainable living", and is regarded as the ESG benchmark for the daily chemical industry.
As a global fast-moving consumer goods company, Unilever has integrated environmental goals into product design, supply chain management, and brand communication since launching its sustainable living plan in 2010 (Unilever, 2020). Research shows that sustainable product departments perform better in their internal performance, contributing more than the average growth level (Sullivan, 2021). However, as we enter the 2020s, the global climate crisis intensifies and consumer environmental awareness increases, posing new strategic challenges for Unilever. Since 2022, Unilever has reduced some of its targets and integrated its sustainability division into other business units, raising concerns about its "commitment consistency" (Financial Times, 2024). On the one hand, the company has proposed radical goals such as "no fossil fuel raw materials for clean products by 2030"; On the other hand, due to the pressure of raw material costs and slowing growth, some ESG projects will be postponed in 2024, including extending the plastic recycling target from 2025 to 2030 and reducing the original plastic reduction target. This adjustment has sparked controversy among investors and environmental organizations, and also revealed the real dilemma of sustainable transformation for large enterprises - the balance between long-term goals and short-term financial performance is not zero cost.

However, Unilever did not stop in the controversy and instead explored technological paths to achieve sustainable growth. For example, in 2024, we collaborated with agricultural technology company Nufarm to develop "energy sugarcane", which uses genetic technology to increase plant oil content to replace petrochemical raw materials, providing a lower carbon solution for cleaning agents and personal care products. This reflects the innovative attitude of enterprises when facing pressure: shifting ESG from "ideology" to "technological competitiveness".

[bookmark: _Toc11113]5.2 Tesla: Technology Driven Sustainable Profit Model
Tesla's founding mission is to accelerate the world's transition to sustainable energy, with its business covering electric vehicles, energy storage, and solar technology (Tesla, 2023). Tesla has proven that sustainable technology not only has environmental significance, but can also bring huge profits - the company's gross profit, market valuation, and industry influence have significantly increased in the past five years (Bloomberg NEF, 2023), and are considered a typical case of "sustainable technology not only having environmental value, but also creating commercial value". However, in order to achieve large-scale production, Tesla's supply chain is controversial, including the potential ecological impact of lithium and battery mining, which may affect its brand and regulatory relationship if not properly managed (Harrison, 2022). This indicates that 'sustainable business models' also require strong governance. Tesla's ESG performance is highly polarized: its environmental performance is close to industry standards, but its social and governance dimensions are highly questioned. This not only reflects the characteristics of disruptive innovative enterprises, but also exposes the limitations of the current ESG evaluation system.

In terms of social responsibility, Tesla often falls into controversy, focusing on labor rights, product safety, and supply chain responsibility. In terms of labor, multiple lawsuits have revealed cultural and management system issues. For example, in the Fremont factory racial discrimination case, the company was awarded $137 million in compensation, which is one of the largest compensations for workplace discrimination in the United States. Disputes such as work-related injuries, sexual harassment, and salary continue to arise. Product safety is also a controversial issue. Although the fire rate of vehicles is much lower than that of gasoline vehicles, the frequent occurrence of autonomous driving accidents and exaggerated publicity have weakened public trust. This is related to Musk's "extreme innovation culture" - emphasizing speed and breakthroughs, but neglecting the construction of social responsibility mechanisms.

At the governance level, Tesla's structure is highly centralized and lacks independence. Musk has a strong influence, and the board of directors has long been questioned about the lack of oversight function. Although the SEC established a supervisory mechanism after the "privatization 420" incident, it did not change the essence of the power structure. Musk's personal actions have repeatedly triggered legal risks, from public tweets leading to securities fraud investigations to criticism of the ESG evaluation system as a "scam," all of which have put Tesla under long-term regulatory scrutiny and brought reputational risks. In terms of information disclosure, Tesla has released a more than 100 page "Impact Report", but it has been criticized for its lack of ESG governance framework, risk management system, and stakeholder analysis, resulting in vague content. New energy car companies are more mature in terms of disclosure standardization. In addition, frequent changes in executives and Musk serving as CEO of multiple companies have affected governance stability. In the early stages, centralized decision-making promotes efficiency, but the risk of a lack of checks and balances becomes increasingly apparent as the scale expands.

Tesla embodies a typical 'ESG paradox': outstanding environmental performance, but obvious social and governance shortcomings. From the perspective of long-term sustainable development, the environment, society, and governance are inseparable, and governance and ethical risks will ultimately be transformed into financial costs and regulatory pressures. Therefore, how to achieve a balance between innovation breakthrough and normative governance is the core issue faced by Tesla.

[bookmark: _Toc30462]5.3 Conclusion: Different paths, common proposition
Unilever and Tesla represent two paths for global corporate sustainability practices: one driving business model evolution through systematic governance, and the other creating environmental value and business returns through disruptive technologies. Both reflect the common proposition of sustainable transformation: enterprises need to seek a dynamic balance between their ideal pursuits and actual costs. For traditional enterprises, sustainable development is no longer CSR, but a competition for systematic innovation capabilities; For disruptors, technological breakthroughs also require governance capabilities and social responsibility to support their long-term value. In the future, the direction of sustainable development for enterprises may no longer be "doing more ESG", but "doing truly impactful ESG". As the former CEO of Unilever once said, "The turning around of giants is not about doing more, but about being clearer about what not to do." Tesla is reminding the industry that true change makers must also fill in governance and ethical gaps. These two paths are jointly shaping the new era logic of global business.

[bookmark: _Toc21853]6. Discussion: Can profit and sustainability be compatible?
The compatibility between corporate profits and sustainability is a complex and critical issue. Combining theory with business practice, enterprises should meet three key conditions to achieve the compatibility of profit and sustainable development. Firstly, strategic internalization: Enterprises need to embed sustainable concepts into their core business, rather than viewing them as' CSR affiliates'. For example, both Unilever and Tesla combine environmental goals with product innovation to form a "value creation" logic, rather than just cost expenditures (Porter and Kramer, 2011). Secondly, governance and transparency: Mandatory disclosure mechanisms, third-party guarantees, and quantitative indicators can help reduce the risk of greenwashing and enhance market trust (KPMG, 2024). When investors and regulators can make judgments based on real performance, the market will reward companies that truly achieve sustainable transformation. Thirdly, stakeholder collaboration: Through supply chain greening, community participation, and public policy cooperation, companies can not only reduce transformation costs but also establish long-term competitive barriers (Sullivan, 2021).

Therefore, from a long-term perspective, maximizing profits and sustainable development are not in opposition, but rather follow the same logic across different time dimensions: sustainable development is the source of long-term profits, while short-term profits may come at the expense of sacrificing future value (Ioannou and Serafei, 2021). In other words, future competitive advantages will arise from low-carbon innovation, governance transparency, and stakeholder collaboration. Only by viewing sustainable development as a strategic investment rather than a cost burden can enterprises truly achieve the dual creation of profit growth and social value.

[bookmark: _Toc17689]7. Conclusion and Suggestions
This article argues that in the context of the climate crisis, modern enterprises should not make a binary choice between "maximizing profits" and "sustainable development". Sustainability has evolved from a moral responsibility to a core strategic factor that affects the long-term value of businesses.
Firstly, regulatory agencies should promote unified climate information disclosure standards and incorporate environmental risks into the financial reporting system (IFRS Foundation, 2023). By incorporating environmental risks into the financial reporting system, companies can not only better reflect their social responsibility and sustainable development commitments, but also provide more comprehensive information for investors and regulators, thereby promoting their green transformation and sustainable development.
Secondly, corporate boards should integrate climate strategies into governance structures and incorporate carbon emissions and sustainable performance into executive incentive systems (Krueger et al., 2020). This will help businesses better cope with the challenges brought by climate change, while enhancing their sustainability and long-term value.
The climate crisis has changed the logic of businesses: without sustainability, there can be no long-term profits. The real management challenge is not choosing one, but how to simultaneously achieve both in a complex market.
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