GOING FORWARD WITH TOMORROW’S
SUSTAINABILITY APPROACH

More can equal less thanks to industrial ecology

By Professor Michael Yaziji - June 2011

IMD

Chemin de Bellerive 23
PO Box 915,

CH-1001 Lausanne
Switzerland

U

. Qﬂ.gf A
Tel: +412161801 11 a2

\
Fax: +41 21 618 07 07 IM)
info@imd.ch oo

http://www.imd.org Real Wirld Real Learning’


mailto:info@imd.ch
http://www.imd.org/

The notion of sustainability-as-less —fewer people, resources and production together with less
consumption and pollution — is actually not enough.

On one hand, we absolutely need to do all of these things if we are going to give our children anything
like the planet that we inherited, but it needs to be complemented by another approach that leverages
the growth imperative that got us in this mess in the first place.

To understand why sustainability-as-less likely won’t solve our environmental challenges, consider the
traditional equation for environmental impact:

Environmental Impact = Population x Affluence x Technology.

Given this, environmental damage can be limited by reducing population, getting poorer and improving
technology.

We need to limit or reverse population growth as much as possible, but recognize that it isn't likely to be
enough. We need to consume less per person. The unsustainable affluent lifestyles of the 430 million
in the West are going to be emulated by another 600 million from the developing world by 2030
according to the World Bank. As for technology, the sustainability-as-less concept focused on reducing
damage/unit of economic output, be it through reducing CO2 output per unit of product, reducing
packaging, etc. This is the thinking behind so many companies’ sustainability reports that brag about a
10% reduction of this input resource or a 15% reduction of that pollutant.

But | dare say that this approach will simply not do the trick. The apostles of yesterday’s sustainability
preach about the potential savings and gains in attracting employees through efforts to, say, reduce
waste by x percent per year—and these are sometimes very real and very substantial gains!
Unfortunately, often sustainability-through-reduction practices are, at the end of the day, simply more
expensive, particularly if they are done to the extent required for us to be truly sustainable. And in a
current environment, this is a strategic liability. And firms are generally designed toward profit
maximization.

Thus, to a large degree, sustainability issues have been and remain a secondary issue and are often
(unfortunately, but quite rightly) seen as a cost and a strategic liability. Therefore firms are not likely to
do enough in terms of reduction to turn things around.

But what if we took a radically different angle? What if we turned the T in the I=P x A x T equation to a
negative number? What if our environmental impact was less than zero and if we have environmental
improvement with each economic unit of output? What would this look like? This would turn traditional
sustainability thinking on its head.

Instead of hoping for a reduction of population (in the face of the reality of an increasing population) or
reduction in affluence (in the face of a reality of a 125% increase in the world’s middle class), we could
leverage these growths to create a negative value for I, that is, environmental improvement!

This would look like cement that has a negative CO2 footprint; or waste product pollution being turned
into housing materials. This could also play out in the form of an industrial system that has no waste, or
even better, that takes wastes or pollutions from outside the system and converts them into products
and services as well as environmental benefits.

Cradle to Cradle, a popular book by William McDonough & Michael Braungart, provides a cherry tree as
a beautiful model for us to replicate. In full bloom, a cherry tree is stunning in its abundant beauty of
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hundreds of thousands of blossoms. A visit to Japan during the full bloom offers up incredible
experiences. Yet how many of those blossoms eventually yield new trees? Maybe just one or two,
which is a miniscule percentage! The cherry tree is in a sense incredibly inefficient and horribly wasteful
with its ridiculous bounty. Yet, and here is the model for tomorrow’s sustainability, there is no waste in
the system as a whole. The blossoms fall and are immediately an input to new biological systems —
ants, microbes, worms and others feast on this free input — and eventually they produce their own
“waste” which, in turn, is an input that feeds the cherry tree for its next season of ludicrously abundant
blossoms. Bountiful and wasteful alone, the cherry tree’s ecosystem has no waste.

The study of these beautiful, intricate closed-loop systems is called ecology. Tomorrow’s sustainability
is called industrial ecology and holds out the promise for a rich, prosperous and flourishing society that
has no waste.

In a fully functional industrial ecology, waste streams from one industry are treated as inputs to another.
We have very few examples of completely sustainable industrial ecologies, but in my strategy work with
companies | see more and more companies stumbling into it as they look for new businesses and new
business models. For example, the number of firms that are looking into waste-streams as critical
inputs is stunning; I'd predict that the waste industry will look nothing like it does today. One smart firm
| work with takes waste from municipalities (and gets paid for it), using some of it as in input for
construction materials (which they get paid for) and sells the rest to incinerators for fuel (netting yet a
third revenue stream).

The imperatives that drive firms’ decisions are profit based, but as their standard raw resource inputs
become more expensive and less available as there are growing waste streams from other industries,
and as regulations are increasingly stringent around raw resource usage and pollution, the opportunities
multiply.

Firms need to be creative, explore profitable business models with waste streams as inputs, leading to
overall positive (not just less negative) environmental impacts. They need to think about getting into
these new business models and market spaces more and more, rather than focusing on just the old
school notion of less and less.

Michael Yaziji is Professor of Strategy and Organizations at IMD. He is the Program Director of IMD’s
Open Planet Leaders (OPL) program, which is run in conjunction with the WWF.
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partners in executive education

ONE PLANET LEADERS PROGRAM — http://www.imd.org/opl

The applied sustainability program for business leaders and executives
Program Directors Michael Yaziji (IMD) and Carolina Moeller (WWF)
e Develop a clear understanding of which sustainability issues are relevant and a priority for your
business
e Establish and implement more sustainable business models
e Improve your ability to successfully manage change
e Develop clear communication strategies and measures for sustainable growth
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ORCHESTRATING WINNING PERFORMANCE - http://www.imd.org/owp

The global business program for individuals and teams
Program Directors Bettina Buechel and Dominique Turpin
e Forindividuals and teams who seek the latest management thinking and practical,

innovative solutions for their business

e Anticipate global business trends
e Boost your performance, broaden your perspectives and expand your global network

e Design the program that suits you

IMD —www.imd.org Page 4/4



http://www.imd.org/opl

