What can business do to solve the global threat facing the world today? 

Climate change is argued to be the “greatest environmental challenge facing the world today” (Williams and Schaefer, 2013). Whether it is evidenced through new scientific reports or exemplified through catastrophic weather events, every day we are reminded of the global threat our planet faces. The scale and urgency of the climate emergency can no longer be ignored (Williams, 2020).

The magnitude of the global climate change threat for future generations requires urgent action (Cripps, 2011).  Caney (2005) suggests corporations are the primary cause of the extensive level of greenhouse gas emissions. Given the amount of deforestation and use of fossil fuels that corporations are responsible for, it is difficult to object this point. Fortier and Viens (2018) assert that the responsibility in achieving ‘ecological sustainability’ falls in totality to business. While Korngold (2014) claims that corporations with their vast resources available through human and financial capital, technological advancements and market powers are in a central position to solve the global challenges we face today. Porter and Kramer (2011) advocate that business has increasingly been viewed as a major cause of environmental issues and must now take the lead in facing the global threat facing business and society. Which leaves us to ask, as Draijer et al. (2016) have done, “How can an organisation even begin to attempt to solve a complex global problem like climate change, food insecurity, deteriorating infrastructure, or economic inequality?”

This paper seeks to answer some of these questions. The following quote from Albert Einstein offers an important outlook in responding to the current climate crisis; ‘We cannot solve our problems with the thinking we used to create them’. This paper will first address the pertinent message from Einstein’s quote in understanding why the current and traditional business models and subsequent systems must be reconsidered, in order to address some of the challenges and subsequent threats facing global corporations, economies and societies around the world today.  The second part of this paper hopes to identify what can be changed by organisations, and how these changes can occur, drawing on solutions that have been widely discussed within the discourse of sustainable business practises. This paper will review systems-based changes through the notion of a circular economy, as well as practical considerations during strategy planning concerning innovation, design, procurement, logistics and value capital exemplified through Porter and Kramer’s (2011) theory of shared value. 

PART I - As we know it 

“We must let go of the ways of the past that are no longer fit for purpose.” (DeLuca, 2012)

Business has increasingly been viewed as a major cause of environmental problems (Porter and Kramer 2011). To first understand the pertinence of Einstein’s quote we will review literature exploring the problematic models of the pre-existing business structures and strategies, and how these have caused such environmental problems. The Stern Review (2006) commissioned by the UK government stressed the “dire economic and environmental consequences” of continuing with business as usual (Revell et al. 2010). Companies have been focused on creating value to enhance competitive advantage through continued development and costing efficiencies, at the expense of both the global community and the natural environment. Deloitte (2020) claim the “age-old rule” of business exists purely to maximise profits for shareholders. Porter and Kramer (2011) suggest that businesses are “trapped” in an “outdated approach to value creation”. Businesses optimising short-term financial performance, are now operating with blinkers on, and “ignoring broader influences that determine their longer-term success” (Porter and Kramer, 2011). However, for a shift to more sustainable world systems there needs to be a fundamental shift in the thinking and models of business today. 

Terrafiniti (2017) assert that the economic and business models of the past, may not hold true for the enterprise of the future.  The current economic model defined as ‘the operating system of capitalism’ (Taylor, 2018), has been termed a ‘linear’ system. A one-way throughput flow model of extracting and disposing of huge quantities of materials, which has been termed a make-use-throw-away-model (Planing, 2015) or take, make, waste system (Taylor, 2018).  This system which relies on the consumption of increasingly scarce resources and materials (Lucy et al. 2021), has been highlighted as the cause of significant environmental harm (Korhonen et al. 2018), such as biodiversity loss, pollution, resource depletion, and deforestation (Geissdoerfer et al. 2017; Fortier and Viens, 2018) and declared by many as a closed-loop production system which is no longer fit for purpose (Lucy et al. 2021). It is clear that there is now a pressing need to transition into more sustainable systems, moving away from the linear flows of production and consumption (Geissdoerfer et al. 2017).  

Many academics and practitioners highlight a fundamental need to adapt the current ‘linear’ model of our economic system (Korhonen et al. 2018, Planing 2015; Biomimicry Institute 2021). Planing (2015) emphasises the urgency for a system shift declaring that because global population is set to grow to 9 billion people by 2050, the current global economy will require three times the resources we currently use. Korhonen et al. (2018) depict that “the current and traditional linear model of the modern economic system is unsustainable”. I will review this idea as a solution in part II of this paper. 

It is important to note that a considerable amount of literature discusses the need for adaption and mitigation when looking at transitions to sustainable business systems (Wilby and Vaughan 2011; Birnik 2013). While adaptation and mitigation implemented by business will go some way to diminish the global challenges we are facing (Wilby and Vaughan, 2011), it is suggested that these techniques as an over-arching solution do not adequately address the severity of the global challenges business are facing today. Changes in resource availability, rising demand (by way of an increasing population) and changing ecological conditions threaten today’s business models. To that end, there is an urgent need to not only adapt, or mitigate, but for business to be redefined (Porter and Kramer, 2011). Fortier and Viens (2018) agree that organisations must be reformed, redesigned and restructured. 

Part II - The reform

Many of the global challenges we face today are the result of flaws in our economic models and require people to look more broadly at system level solutions. (Biomimicry Toolbox, 2020) 

An increasing number of businesses are rethinking and reinventing the way they operate (Taylor, 2018). Deloitte (2020) found that the environment and climate change are now becoming integral to how businesses are being managed. Executives are now beginning to act as they recognise a threat to their business, as well as feeling an ever-growing pressure from stakeholders (Deloitte, 2020). Businesses now recognise that implementing environmental and social initiatives that go beyond the regulatory requirements (Gupta and Benson, 2011), are likely to retain, or improve, their competitive advantage. A number of solutions and systems can be found, some operational such as putting in place sensor lighting and switching to renewable energy sources and some larger systems and models-based solutions such as value creation and a circular economic system. Whether it is an operational adjustment or a systems-wide solution, all sustainably focused change considers the need in putting people and the planet before profit (Taylor, 2018). It is the larger systems-based solutions that I will now explore. 

Circular Economy

Planing (2015) points out that in our “current linear system” 80% of our current consumption of material goods is ‘directly discarded’ after use. With this fundamental need for an alternative business model, discussions around a more circular economy have emerged. While the concept of circular economy is not new, it is only now being recognised as a more favourable option for many businesses (Planing 2015). As Lucy et al. (2021) explain, transitioning to a circular economic model is critical in reducing any further environmental degradation and reducing greenhouse gas emissions. 

The circular economy is a concept which aims at “creating an industrial system that is restorative by intention” (Genovese et al. 2017). It is a concept that emphasises innovative design considering re-use and re-purposing materials (Genovese et al. 2017). The concept has been adopted by national governments, business organisations, practitioners and policymakers (Korhonen et al. 2018). As noted by Genovese et al. (2017) being able to holistically view the whole supply chain is a key step when looking to implement greener practices and solutions, it is specifically useful when looking at reusing and repurposing materials. Whilst this notion may offer some initial resource, planning and cost it is likely to greatly improve efficiencies and overheads in time. 

Climate change has increasingly attracted the attention of business because of its potential impact on operations, more specifically on an organisations competitive advantage (Kolk and Pinkse, 2004). The Circular Economy is becoming recognised by business as a mechanism to create competitive advantage (Genovese et al. 2017). In a circular economy, waste is designed out and instead further value is created from recovering materials and redesigning products. 

Accenture (2021) have calculated that the circular economy will be worth $4.5 trillion by 2030, presenting a unique opportunity for businesses and managers. New models of circular consumption are also being explored including product-as-a-service, product-use extension, and sharing platforms (Lucy et al. 2021), allowing diverse business models to explore and adopt variations of a critically important systems change.

One critical consideration when looking at a shift to a circular economy is the role of consumer behaviour, and fundamental change in a consumers learned and traditional purchasing behaviours. Executives and business leaders must consider strategically, a likely resistance to change from the ‘status quo’ (Planing, 2015).  A successful shift to circular economy must also consider how consumer behaviour impacts the transition. An organisation must look to take the consumers on their journey, to a new business model.  

Biomimicry

Lucy et al. (2021) explains that the accelerated transition of a systems-shift is reliant, not only, on the uptake of new circular business models but also on ‘disruptive technological innovation’. Biomimicry is one emerging concept that works with the idea of innovation and redesign but looks to nature for answers (Fecheryr-Lippens et al. 2015). It can be a powerful tool in sustainable innovation (Biomimicry Toolbox, 2020) allowing designers and developers an “opportunity to act as sustainability interventionists” (Fecheryr-Lippens et al. 2015).

Similarly to circular economy, biomimicry looks to redesign the wasteful throughput of materials that we have so far relied upon and looks to biological designs and systems that can inform our product development, infrastructure and inventions. Fortier and Viens (2018) explain repurposing nature’s patterns and strategies - that have evolved over a long duration of time - allow us to create knowledge and identify biomimetic solutions that can help solve technical and social challenges business may currently face (Fecheryr-Lippens et al. 2015). It is, by its very nature, sustainable.

Supporters of Biomimicry believe we can learn valuable lessons from nature’s “time-tested patterns and strategies” (Fortier and Viens, 2018). Practitioners highlight a number of examples where biological lines have naturally created materials and structures that out-perform our man-made, chemically enhanced, resource-depleting ways. That may be true, but critics (Marshall and Lozeva, 2009) explain that biomimicry as a concept does not necessarily result in sustainable practises, and therefore practitioners must act with caution when seeking this technique as a solution. The fundamental learning from biomimetic solutions requires that we turn to nature in a way that allows human development to co-exist harmoniously and sustainably with nature. 

Shared Value 

One important consideration identified within the discourse of sustainable business solutions that move beyond our existing business models encompass value creation, and the need to redefine how value is considered in business. Porter and Kramer (2011) explore the idea of creating ‘shared value’, extending the purpose of business beyond profit. A concept which is no longer concerned with the short-time financial performance, but concentrating on the ‘broader influences that determine long-term success’. 

The concept of shared value can be defined as policies and operating practices that enhance the competitiveness of a company while simultaneously advancing the economic and social conditions in the communities in which it operates. (Porter and Kramer (2011). 

Porter and Kramer (2011) highlight globalisation and the commoditisation of goods as a key factor which has shaped the existing economic model, further highlighting the imperative to move away from the current system (the thinking we used to create the issues we face now) and transition into new thinking for shared value creation. 

The concept relies on both economic and social concerns being valued in business, which itself is a huge leap from previous economic thinking. Porter and Kramer (2011) argue that ‘reimagining value chains’ with shared value in mind opens up access to innovation, new business models and markets that may have been overlooked previously. 

Porter and Kramer (2011) identify a number of important elements in creating shared value;
· Energy use and logistics: using energy more efficiently and re-examining how energy is used. Redesigning logistical operations such as reduced shipping distances, reduction in air freight, rerouting and route planning deliveries.  
· Resource use: heightened environmental awareness is creating new approaches to materials and manufacturing solutions, including water usage and recycling materials.  
· Procurement: Realising that marginalised suppliers may be detrimental to sustaining trade, and growth. 
· Distribution: Re-examining distribution practises. 
· Employee productivity: Realising that compassion towards employees above the regulatory requirements can improve productivity and reduce resource costs.  
· Location: Acknowledging that localised business networks have better long-term benefits than the previous globalised supply systems. 

Porter and Kramer (2011) suggest that shared value is a key factor determining the ‘next wave’ of innovation and growth in business. Shared value harnesses collaboration, both of which have been highlighted extensively in the discourse of sustainable development as necessary principles to overcome the challenges the world faces. Governments and NGO’s can reinforce shared value and support businesses in redefining the current economic system, equally they can hinder it. Fortier and Viens (2018) explain that working together leaders, stakeholders and policy makers can change the regulations and practises that define the current nature of competition. The notion is further supported by DeLuca (2012), who explains that different ways of communication, collaborating and co-creating are necessary for sustainable development in business. With this in mind I will now draw specifically upon the importance of creating stakeholder value. 

Stakeholder Value

Adapting to climate change involves decision-making in a landscape of various stakeholders from individuals to governments at local, national and global scales (Adger et al. 2005). Therefore, it is not surprising that stakeholder theory is widely used within the approach to social, environmental and sustainability management (Horisch et al. 2014).  

Hart and Milstein (2003) suggest that for managers to strategically employ sustainable business operations, managers must first link enterprise sustainability to the creation of shareholder value. That is, to “understand the challenges associated with sustainability through an appropriate set of business lenses, can help to identify strategies and practices that contribute to a more sustainable world and, simultaneously, drive shareholder value” (Hart and Milstein, 2003). Stakeholder value can also be a valuable consideration in the shift towards a circular economy, specifically relating to the important role of consumer behaviour within this shift (Planing, 2015). 

With an increasing consideration of sustainability in a business operation, organisations are now being held responsible for their ‘environmental and social performance’ by major stakeholders (Genovese et al. 2017). I have noted already in this essay that whilst previously the primary need for businesses was to increase profit for shareholders, much of the discourse around business in sustainable development now emphasises the importance in value creation for all stakeholders. Horish et al. (2014) support this, suggesting that stakeholder considerations add a long-term perspective, which facilitates sustainability strategy in defining value creation for long term success. Horisch et al. (2014) explain that creating mutual sustainability interests among each stakeholder group can foster a feeling of inclusion, leading to enhanced reputation growth (Hart and Milstein, 2013). Could this be harnessed when a business has a clear purpose, particularly one that seeks to remedy the environmental impact of trade networks? It seems there is some potential. 

Certainly, it has been known that cultivating wider socio-environmental consciousness and purpose within business strategy has been identified to have a positive impact on all stakeholders and offers an interconnective interest among varying and often conflicting stakeholder groups (Deloitte, 2014).  Thinking back to Einstein’s quote at the start of the paper Taylor (2018) explains that the aim for new thinking in business is to ‘dismantle the culture of purely profit-seeking and inject compassion into the system.’ Deloitte’s (2014) report on a “culture of purpose” found a number of benefits to a business focusing on purpose rather than profit. Namely, organisations focusing on purpose are more likely to find long-term success and strong financial performance which builds business confidence. 
Freeman and Ginena (2015) discuss the importance of purpose. Purpose is the fundamental reason for an organisation existing and is an important element for any business to consider in developing a resilient business that can face the global threat of climate change. Freeman and Ginena (2015) find the idea that the purpose of a business is to make a profit fundamentally problematic - as we found earlier in this paper, a business must understand that its purpose must include creating value for customers, employees, suppliers, communities as well as shareholders and financiers. 

Lucy et al. (2021) discuss that whilst multi-national corporations are best placed to redesign the existing model into a more circular system, these organisations, with their ‘increasingly complex supply chains and processes’ may struggle ‘to maintain a pulse on ever-advancing circular innovation’. The solution to this is presented by way of value creation across the chain of stakeholders, further supporting the evidence that a consideration of stakeholders, and connecting them to a shared purpose, is fundamental in redesigning the current business model. 

The new story of business 

“There is a new story of business emerging around the world” (Freeman and Ginena, 2015). 

To change the current operating system, economic model and create long-lasting benefits for everyone, requires mainstream business to be part of the solution (Taylor, 2018).  Freeman and Ginena (2015) highlight five key principles which can serve as a foundation to transition away from the profit-only model; 
· The Value Creation Principle – A business should be aiming to create as much value as possible for customers, suppliers, employees, communities and financiers. 
· The Purpose Principle – Businesses should be purpose-driven making it easier for value creation. 
· The Interconnection Principle – Stakeholder interests are interrelated and should be considered as such. 
· The No Trade-offs Principle – A company should find interconnections among stakeholders without making trade-offs, harmonising the interests of stakeholders. 
· The Friction Principle – conflict can be a helpful tool for value creation, an example provided here is creating value through ‘green’ products. 

Lucy et al. (2021) highlight three key solutions for circular transformation which coherently interrelate the themes mentioned throughout this paper and can work as a premise for managers when considering sustainable strategy management. These solutions are created to span the full value chain; Innovating products and production (new design approached with manufacturing and packaging solutions); transforming consumption (circular models of consumption) and recovering value. 

There is nothing predetermined about how the role of business in society will evolve in coming years and decades (Freeman and Ginena, 2015). Perhaps that’s exactly the point; to meet the global threat facing the world today then surely business must be designed to be resilient, to connect agents and entities it has previously once exploited, or ignored, in a constantly evolving model.  

Deloitte’s (2020) insights survey highlights a number of actions that some organisations are taking with examples of switches to renewable energy sources, sensor-controlled lighting and building new ‘green’ infrastructure. While these operational activities are certainly welcomed and championed, it is important that executives do not overlook a need for wider systemic change. Existing business models fuelled solely by renewable energy sources will not cut it. It is the much harder philosophical change in mindset that is required; one that sees the bigger picture of shared value; one that sees a value in purpose beyond profit; one that recognises that value must be shared with society and nature harmoniously.  

Fortier and Viens (2018) point out the need to move away from the belief that sustainability and profit cannot simultaneously work together. Leaders must therefore recognise that one does not need to sacrifice the other. It is also important to note that pre-existing business models and the economic systems that define our current global trade networks were not originally made to function with the issues of climate change in consideration. Issues of climate change and the challenges businesses face as a result have not been previously considered by investors, consumers, NGOs or organisations (Terrafiniti, 2017). Such considerations highlight the importance of Einstein’s quote from the opening of this paper ‘We cannot solve our problems with the thinking we used to create them’ 

This paper has recognised that businesses play a fundamental role in the perpetuation of environmental damage, however it also recognises that business plays an important role in confronting environmental change (Wilby and Vaughan, 2011). Schein (2015) explains that the move to sustainable business may be the most important environmental movement in the world today. 




References

1. ACCENTURE., 2021. The Circular Economy Handbook. Available: https://www.accenture.com/gb-en/about/events/the-circular-economy-handbook [Accessed June 2021].
2. BIOMIMICRY TOOLBOX., 2020. Business Planning for Biomimicry. Available: https://toolbox.biomimicry.org/references/business/ [Accessed May 6, 2021].
3. BIRNIK, A., 2013. Developing Climate Change Strategy: A Framework for Managers. Thunderbird International Business Review, 55(6), pp. 699-717.
4. CANEY, S., 2005. Cosmopolitan Justice, Responsibility, and Global Climate Change. Leiden Journal of International Law, 18(4), pp. 747-775.
5. CRIPPS, E., 2011. Climate change, collective harm and legitimate coercion. Critical review of international social and political philosophy, 14(2), pp. 171-193.
6. DELOITTE., 2014. Culture of Purpose. Available: https://www2.deloitte.com/us/en/pages/about-deloitte/articles/culture-of-purpose.html [Accessed May 23, 2021].
7. DELOITTE, B., 2020. Reducing Environmental Impact Is Now A Business Imperative. Available: https://www.forbes.com/sites/deloitte/2020/01/22/reducing-environmental-impact-is-now-a-business-imperative/ [Accessed May 23, 2021].
8. DELUCA, D., 2012. Leadership Inspired by Nature. Biomimicry for Creative Innovation. 
9. DRAIJER, W., NELSON, J. and DREIER, L., 2016. No Company Can Solve a Massive Global Problem on Its Own. Harvard Business Review. 
10. FORTIER, D. and VIENS, N., 2018. Leadership Education and Sustainable Development: Guidelines for Updating the Curriculum. European journal of sustainable development, 7(4), pp. 53.
11. FREEMAN, R.E., GINENA, K., EDWARD FREEMAN, R. and GINENA, K., 2017. Rethinking the purpose of the corporation: Challenges from stakeholder theory Rethinking the Purpose of the Corporation: Challenges From Stakeholder Theory.
12. GENOVESE, A., ACQUAYE, A., FIGUEROA, A. and KOH, S.C.L., 2017. Sustainable supply chain management and the transition towards a circular economy: Evidence and some applications.
13. GEISSDOERFER, M., SAVAGET, P., BOCKEN, N.M.P. and HULTINK, E.J., 2017. The Circular Economy – A new sustainability paradigm? Journal of cleaner production, 143, pp. 757-768.
14. GUPTA, N.J. and BENSON, C.C., 2011a. Sustainability and competitive advantage:
15. an empirical study of value creation. Competition forum, 9(1), pp. 121.
16. HART, S.L. and MILSTEIN, M.B., 2020. Handbook of research on creating sustainable value in the global economy. Hershey, PA, USA: Business Science Reference.
17. HÖRISCH, J., FREEMAN, R. and SCHALTEGGER, S., 2014. Applying Stakeholder Theory in Sustainability Management. Organization & environment, 27(4), pp. 328-346.
18. FECHEYR-LIPPENS, D., KENNEDY, E., HSIUNG, B., NIEWIAROWSKI, P.H. and KOLODZIEJ, M., 2015. Biomimicry: A Path to Sustainable Innovation. Design issues, 31(3), pp. 66-73.
19. KOLK, A. and PINKSE, J., 2004. Market Strategies for Climate Change. European management journal, 22(3), pp. 304-314.
20. KORHONEN, J., HONKASALO, A. and SEPPÄLÄ, J., 2018. Circular Economy: The Concept and its Limitations. Ecological economics, 143, pp. 37-46.
21. LUCY, P., SPINDLER, W. and DUTTON, J., 2021.  A circular economy isn’t just planet friendly. It’s a trillion-dollar market opportunity. Available: https://theprint.in/opinion/a-circular-economy-isnt-just-planet-friendly-its-a-trillion-dollar-market-opportunity/604408/ [Accessed June 2021].
22. MARSHALL, A. and LOZEVA, S., 2009. Questioning the theory and practice of biomimicry. International journal of design & nature and ecodynamics, 4(1), pp. 1-10.
23. NEIL ADGER, W., ARNELL, N.W. and TOMPKINS, E.L., 2005. Successful adaptation to climate change across scales. Global environmental change, 15(2), pp. 77-86.
24. PLANING, P., 2015. Business Model Innovation in a Circular Economy Reasons for Non-Acceptance of Circular Business Models OPEN JOURNAL OF BUSINESS MODEL INNOVATION Business Model Innovation in a Circular Economy Reasons for Non-Acceptance of Circular Business Models.
25. PORTER, M.E. and KRAMER, M.R., 2011. Creating Shared Value. Harvard Business Review. 
26. REVELL, A., STOKES, D. and CHEN, H., 2010. Small businesses and the environment: turning over a new leaf? Business strategy and the environment, 19(5), pp. 273-288.
27. SCHEIN, S., 2015.  A new psychology for sustainability leadership the hidden power of ecological worldviews. Sheffield, United Kingdom: Greenleaf Publishing
28. TAYLOR, L., 2018, New face of capitalism sees business put planet before profit. Available: https://www.reuters.com/article/us-global-business-sustainability [Accessed May 23, 2021].
29. TERRAFINITI, 2017. Building business resilience. https://www.youtube.com/watch?v=rOWW0QFKWKU&t=59s [Accessed May 23, 2021]. 
30. WILBY, R.L. and VAUGHAN, K., 2011. Hallmarks of organisations that are adapting to climate change. Water and environment journal: WEJ, 25(2), pp. 271-281.
31. WILLIAMS, C., 2020. Can a ‘natural capital approach’ restore nature in the UK? Available: https://neweconomics.org/2020/01/can-a-natural-capital-approach-restore-nature-in-the-uk [Accessed April 28, 2021].
32. WILLIAMS, S. and SCHAEFER, A., 2013. Small and Medium-Sized Enterprises and Sustainability: Managers' Values and Engagement with Environmental and Climate Change Issues. Business strategy and the environment, 22(3), pp. 173-186.


1
Emily Field 
