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Sustainability and 
business management

ECONOMIE ECOLOG IE

mental affairs is a staff function and is consequently 
not fully integrated into operational management 
responsibility.
This reactive approach is fast becoming outmoded.  
As the material contained in the literature in Figure 1 
indicates, increasing population, pollution and the 
corresponding depletion of the world’s resources are 
approaching critical levels. Efforts to avoid such 
conditions will impact directly upon businesses and 
cannot therefore be ignored. Apart from this impact, 
pressure from a wide range of sources in society will 
force action and mobilise management towards a more 
sustainable programme of business strategy. The 
business environment will judge the ecological perfor-
mance of business management under increasingly 
stringent standards set by a range of stakeholders. 
This is illustrated in Figure 3.

Customers; Although the ‘green consumer’ is only 
slowly becoming a serious marketing factor, the 
sophisticated industrial and commercial (retail) 
customers, applying the cradle to grave approach,  
are increasingly selecting suppliers on environmental 
performance in addition to quality and price.

Employees; The significantly decreasing trend in 
enrolment in sciences and engineering at universities 
in Europe and the USA is probably partly the result  
of the environmentally negative image of industry. 
Further, the new generation is confronting their 
parents with embarrassing questions on environmental 
aspects of their workplace. Workers’ councils and 
trade unions are including the quality of environmental 
management in their negotiations on participative 
consultation.

Governments; The fifth EC Environmental Action 
Plan, Towards Sustainability3, involves a radical 
change from one-way regulations to two-way consul-
tations with regard to environmental policies. A 
crucial subject in this area is the principle of full 
environmental cost pricing.

Financial Institutions; In May of 1992, five major 
banks (Deutsche Bank, National Westminster, Hong 
Kong and Shanghai, Westpack and Royal Bank of 
Canada) signed a declaration at UN Headquarters 
committing themselves to sustainability criteria for 
in-house practices and for judging and assisting 
commercial, industrial and governmental borrowers 
on environmental performance in addition to the 
traditional rating criteria.

Media; Communication technologies will increasingly 
make environmental mismanagement visible at any 
time, anywhere in the world, including local commu-
nities. Not only in case of incidents but also cases of 
malpractice revealed by interviews and journalistic 
search.

Introduction

From the global to the corporate level, sustainability 
has become a key word in documents of all sorts 
relating to the future of the world community. The 
prevalence of sustainability in literature is illustrated 
in Figure 1 (futher on this article).
Sustainability aims to ensure the survival of humanity 
and the planet’s ecosystem. The simple fact is that 
overpopulation, overconsumption, overpollution and 
overdepletion of natural resources, if they have not 
already, will reach unsustainable proportions within  
a very short time, say 10 to 20 years. This is surely 
reason enough to prompt a reformulation of business 
strategies with respect to the natural resources on 
which economic transactions ultimately depend.
However, if front line senior management had the time 
to read the documents included in areas 1-6 in Figure 1, 
there is no doubt that they would soon lose interest. 
The myriad of guidelines, plans and policies for sus-
tainability is overwhelming and at present still too 
general to be of practical use. Meanwhile, management 
must operate and survive in the competitive business 
environment of the real world. A business unit is a 
combat unit. Consequently, the question that faces 
industry is whether or not incorporating the aims of 
sustainability into business strategy affects business 
survival. If it does, then sustainability must be incor-
porated into front line management strategies.
A practical approach is needed to bridge the gap 
between the principles and practice of sustainability. 
Sustainability must be translated into the language 
and culture of the business world, that is, it must be 
expressed in terms of costs and benefits, competitive 
edge and market opportunity.

The Corporate Response  
to the Environmental Challenge

The recently published McKinsey Report9 conducted  
a worldwide survey of executives in some 400 compa-
nies for their views on the environmental challenge. 
Three key factors emerged from the research. Firstly, 
more than 50% of the chief executives questioned 
proclaimed the environmental issue as the major 
business issue for the 1990’s. Secondly, at the second 
management level, there was considerable doubt as to 
the feasibility of effectively dealing with environmental 
issues while remaining competitive. Finally, more than 
50% of the companies were focusing primarily on 
compliance with the law and incident prevention as 
illustrated in Figure 2.

Beyond Compliance

The adoption of an environmental management 
strategy directed toward compliance usually implies 
that government rules and regulations are adhered to 
but not exceeded. This process is monitored through 
the use of technical and legal experts who are typically 
located in the office of environmental affairs in ‘Room 
212’. This usually means that the office of environ-
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The incorporation of the ecological dimension into 
business strategy and operations will need to be fully 
developed and in practice within the next five years to 
have an effect on the levels of sustainability which 
clearly need to be achieved within the next 20 years. 
This is attainable only if a concerted effort is made 
throughout the business world. National and interna-
tional rules will remain necessary, particularly the use 
of economic instruments, but business must be very 
alert because the rules are to a great extent dependent 
on political and bureaucratic procedures, both of 
which have a track record of being compromising, time 
consuming and insufficiently professional with respect 
to industrial expertise and experience. Businesses 
need to be proactive and take the initiative rather  
than waiting for national and international rules and 
regulations and then applying reactive solutions.
Also, the business community should not and can not 
wait for the changes that can be expected in the long 
run in macro economic policies to include the ecologi-
cal element. Although of great importance, it seems 
inconceivable that many of the more fundamental 
changes in economic policy to encourage sustainabili-
ty, such as those recently proposed by Paul Ekins in 
‘Wealth Beyond Measure’10 will even be partly imple-
mented within a time frame of say ten to twenty years.
One element of the ‘new economics’ that needs urgent 
attention and must be taken into account in current 
business strategies is the principle of full environmental 
cost pricing. Thus, companies must in future take 
decisions on the basis of all the costs of production,  
be they internal costs or indirect external (environmen-
tal) costs. In the declaration of the Business Council for 
Sustainable Development this subject is recommended 
for serious consideration in close consultation with 
governments on an international level.

Why, How and When?

If the principles of sustainability are to influence 
business strategy, as mentioned above, the gap between 
principles and practice must be addressed. As the 
primary aim of the business unit is survival there is 
little room for speculation. Practical adoptions of 
sustainability must allow businesses to survive. 
Furthermore, if the investment in new technologies, 
which are so vital in environmental protection, is to 
take place, it must allow for expansion and new oppor-
tunities for business success. It would appear from 
the examples offered by the Business Council for 
Sustainable Development and the World Resources 
Institute that moves toward sustainability coupled 
with business success are indeed possible.
Given that sustainability and business success are 
capable of coexistence, how then should such a partner-
ship proceed? Further, bearing in mind the urgency, 
what kind of timescale is envisaged for development 
and implementation of a new business strategy?
To answer these questions, it is necessary to analyze 
all of the environmental issues affecting businesses 
and to examine how effectively these issues are being 
addressed. Subsequently, an analysis has to be made of 

Environmental Action Groups; After the UNCED 
Conference, NGO’s will more than ever be active in 
judging national and corporate behaviour against  
the objectives of the Rio Declaration and Agenda 21, 
signed by 150 countries and subscribing to specific 
(although non-binding) intentions.

When voluntary environmental audits become normal 
business practice, there is no doubt that action groups 
will press for them to be made public.
While this list of stakeholders may not be complete,  
it does provide sufficient indication that ecologically 
responsible management can no longer be an isolated 
staff department in ‘Room 212’ but must be integrated 
into corporate and line management operations.
It is certain that the ecological pressures in the business 
environment will continue to increase and that the 
environmental standards demanded by governments 
and changing social attitudes will become higher and 
higher. Furthermore, pressures within organisations 
will lead to demands of higher ecological performance, 
which go further than compliance alone. Such levels  
of performance will be set by proactive initiatives  
from peers and market leaders seeking to establish a 
competitive edge.
Two recent publications, Changing Course by the 
Business Council for Sustainable Development7 and 
Beyond Compliance by the World Resources Institute8, 
provide many examples of progressive companies 
where such a pro-active approach has been taken. 
Proactive environmental management has proved  
not only to be possible but also competitive. Both 
publications recommend and urge a fundamental 
change in the attitudes and methodologies adopted  
in business and government in order to move toward 
sustainability.

The Historical Perspective

Analysis of the development of corporate responsibili-
ty and accountability in business management from a 
historical perspective reveals a deeper process under-
lying the trend of enhanced ecological awareness.

Since the start of the industrial revolution, financial 
resources and economic factors have been the dominant 
parameters. However, throughout the course of the 
20th century social changes have given rise to the 
inclusion of the social factor in this equation. Care for 
human resources has now largely been incorporated 
into the management agenda. Investments in human 
resources represent the living ‘software’ of the enter-
prise without which the hardware has little value. It has 
however taken at least 50 years for human resources to 
move from the hiring, training and firing function of the 
personnel department to the board member responsible 
for social affairs and corporate human resources.
The business community has now reached the point 
where ecological factors are being added to the manage-
ment agenda. As will be shown later in this article 
there is no room for the luxury of taking another  
50 years to incorporate the ecological factor into the 
decision making process of business.
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burden exceeded the sustainable carrying capacity  
of the earth. Thus, the total environmental burden 
should at best not further increase.
Next, let us assume that the world population will 
double its 1987 level to reach 10 billion in 40 years from 
now. Unfortunately this prediction is not unrealistic.
Finally, if we assume that the standard of living for  
the vast majority of the world’s population needs to be 
improved by, say, 5% per year, then this would indicate 
a 5 fold increase in GNP per capita by about the year 
2035.
These assumptions offer a profound conclusion. The 
equation shows that when the global environmental 
burden remains constant at a nominal level of 1 for 
instance, while world population increases by a factor 
of 2 and global consumption by a factor of 5, then 
environmental impact per unit of GNP has to show a 
reduction of 90% from its present level. In other words 
in order to live in a sustainable world, pollution and 
depletion will have to be reduced by 90% of present 
levels within 40 years.
Meadows et al in the recently published Beyond the 
Limits2 provide a further illustration of the conse-
quences of not achieving sustainability. A scenario is 
developed where industrial output, resource depletion, 
population, food and pollution are correlated. The 
conclusion reached is that if we continue business as 
usual, in 20 years time there will be an overshoot/
collapse, culminating in around 2020 in massive global 
famine and epidemics and the death of billions of people, 
mostly in developing countries. The fundamental 
problem with this potentially black scenario is that  
the overshoot is not yet apparent. Food supplies and 
industrial production are keeping pace with population 
growth, and apart from concentrated and congested 
areas, depletion and pollution levels are in general 
barely noticeable. 
However, the system dynamics of the global ecosystem 
are such that if no countermeasures are taken within  
a relatively short period of time, say 20 years, then the 
imbalances will quickly prove uncontrollable.
In an alternative scenario, Beyond the Limits shows 
the effect of adopting three fundamental counter-
measures. Firstly, all families in the world decide  
by the year 1995 to have no more than 2 children. 
Secondly, that eventually all people consume no more 
per capita than present western world levels. Thirdly, 
at the same time as population and consumption 
growth are limited, within 20 years industry adopts 
the sustainable technologies required to drastically 
reduce pollution and depletion. Given these assump-
tions, a gradual process to sustainability could be 
achieved.

Although it is unlikely that either of these scenarios 
will occur, the exercise helps us to obtain an idea of the 
magnitude of the problem and of the timescale within 
which it must be tackled. The eventual outcome will 
depend on how and when we arrive at a more or less 
stable world population of around 10 billion people 
with sufficient reserves, a clean habitat and in a world 
where an acceptable quality of life is attainable for 

the extent to which zero pollution and responsible use 
of only renewable resources will affect the future of the 
business. The analysis will have to answer questions 
such as: is it effective; what does competition do; is it 
commercially attractive; is it economically feasible; 
and is it technologically possible?
The Ecological Management Foundation and the 
Ecological Management Institute in the Netherlands, 
in cooperation with TNO (The Netherlands Organisation 
for Applied Scientific Research) and SMI (the Institute 
of Strategic Management Europe), over the last two 
years have developed and implemented a sophisticated, 
action oriented in-company senior management 
programme that specifically deals with the issues 
mentioned above.

Sustainable Technologies

The Ministry for the Environment in the Netherlands 
has recently started a program on sustainable tech-
nologies. ‘Backcasting’, the Ministry’s term for the 
programme, aims to project the levels of technology 
required to achieve sustainable development in the 
future and thereby to determine what research and 
development is necessary for today. To reach sustai-
nability new technologies will have to be developed, 
however experience shows that it takes at least 20 
years to move technological innovations from incep-
tion to regular practice. So now is the time to start.
This notion can also be found in a recent publication  
by the World Resources Institute called Backs to the 
Future: US Government Policy Toward Environmen-
tally Critical Technology11. The report recommends  
a US national technology policy which addresses the 
long term implications of environmentally sound 
economic progress in the next century. This policy,  
it is suggested, should be developed on the basis of a 
detailed study of the national and international state  
of the art in this field. 
The World Resources Institute is also launching (in 
association with the Brookings Institution and the 
Santa Fe Institute in the USA, the Wuppertal Institute 
in Germany and the Stockholm Environmental Institute 
in Sweden the 2050 project, ‘The Transition to 
Sustainability in the New Century’.

The Time Scale

The magnitude of the challenge of achieving sustainable 
development is ably demonstrated in a famous equation 
provided by Paul Ehrlic:12

Global Environmental Burden =  
World Population x GNP per capita x Environmental 
impact per unit of GNP

If we make a number of very real assumptions then  
by applying this equation we can better establish the 
challenge facing global industry.
Firstly, let us assume that under 1987 levels of popu-
lation (when a global population of 5 billion was first 
reached) and consumption, the global environmental 
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everybody. It does not seem unrealistic that the real 
scenario of population stabilisation will manifest itself 
within the next 25 years.

The Response

We must all carry the responsibility to make the 
sustainability process manageable. More specifically, 
there is a vital need for a commitment from industry 
to fulfill its central role and to address its responsibi-
lities. There are a number of key areas where business 
strategy and the environment must focus:

Ten Commandments for Sustainable Business
1.  Integrate the management of natural resources  

with that of financial and human resources as the 
responsibility of top management.

2.  Make ecologically sound management a line res-
ponsibility throughout the organisation.

3.  Require an interdisciplinary, systems approach  
to ecological issues by joint commitment from 
various departments.

4.  Radically reduce the direct and indirect use of 
non-renewable raw materials and energy.

5.  Substitute non-renewable raw materials and energy 
for renewable raw materials and energy wherever 
possible.

6.  Radically eliminate all wastes and target for zero 
emissions to water, air and soil.

7.  Stop all processes that interfere irreparably with 
eco-systems and irreversibly threaten species.

8.  Support, promote and anticipate internalising full 
environmental cost pricing in products and services.

9.  Monitor economic improvements resulting from 
ecologically sound management and relate remu-
neration to environmental performances.

10.  Set up professional internal and external commu-
nication and information procedures on corporate 
ecological principles and operational environmen-
tal performance.

The role that industry plays in applying sustainability 
will primarily be motivated by company survival. Of 
course in a broader context the issue is also survival of 
the present global ecosystem and reaching a balanced 
world population. These issues will have far-reaching 
economical, ecological, social and political consequen-
ces and will probably result in a transformation of 
human society.14 
Perhaps this will motivate business managers to 
include philosophical and existential considerations 
(which may not directly relate to costs and benefits, 
competitive edge and market opportunity) into the 
way that they manage their businesses and shape 
their personal lifestyles. Should this happen, a major 
leap will have been made towards sustainability.


