
Sustainable Development and Your Business 
The Importance of Environmental Management 
 

Some management trends start at the top and cascade down; others evolve 

from the bottom up. Sustainable development (SD) has come from both 
directions. In the process, it has caught a growing number of well-known 

companies off balance—among them Shell and Nike. More positive has been 
the foundation of the World Business Council for Sustainable Development 

and the World Economic Forum in Davos routinely covers sustainable-

development issues.  
 

THE SUSTAINABILITY AGENDA  
 

Boardrooms have been buzzing with questions since the sustainable-
development agenda first began to appear on corporate radar screens. 

Some business leaders see sustainable development as the environmental 

agenda in new colors, but others speak of it as a profound shift, with new 
forms of corporate responsibility and accountability emerging. To 

understand this concept, you have the following questions answered:  
 

What Is Sustainability?  

The answer, first laid out in the 1987 report of the World Commission on Environment and Development, 
is that sustainability is the principle of ensuring that our actions today do not limit the range of economic, 

social, and environmental options open to future generations.  
 

Why Is It Important?  
Sustainable development is the emerging 21st-century business paradigm. It is increasingly proposed by 

governments and business leaders as a solution for problems now racing up the international agenda. 

These range from climate change to human-rights issues.  
 

What Has Sustainable Development Got to Do with Capitalism?  
Traditional capitalism dealt with financial and physical forms of capital. Increasingly, however, businesses 

are expected to manage, account for, and grow multiple forms of capital, for example financial, physical, 

human, intellectual, natural, and social capital.  
 

How Can We Sell this to the Financial Markets?  
In the coming decades the world’s financial markets will adopt triple- bottom-line models to assess value 

creation. Insurers and reinsurers have been badly affected by issues like asbestos, contaminated land, 

and toxic and nuclear wastes. Leading banks are increasingly sensitive both to new forms of risk and to 
emerging opportunities created by new environmental and social standards. And while some financial 

analysts have been slow on the uptake, the entry of players like the Dow Jones Sustainability Group is 
providing a wake-up call.  

 
WHAT THE GURUS SAY  

 

The ways in which the environmental and wider sustainable-development agendas have been engaged by 
business have reflected the priorities of those held responsible at the time in the corporate world. To 

simplify the evolutionary history, focus on three main phases.  
 

  



Phase 1 — Denial  

From the early 1970s, environmental and social issues were handled on the corporate periphery by 
lawyers or PR people. Most companies were in denial: pollution problems either were not their fault or, if 

they were, were seen as the price of wealth creation. Key issues include compliance, a company’s license 
to operate, and risk to reputation  

 

Phase 2 — Cleaning Up  
From the late 1970s, the spotlight shifted to plant siting, production processes and products. As a result, 

businesses tended look to field planners, engineers and new product development specialists, who used a 
growing range of tools such as impact assessments, audits, life-cycle assessments and “clean 

technology.” Efficiency concepts introduced by the World Business Council for Sustainable Development 
were adopted by a growing number of companies.  

 

Phase 3 — Governance  
During the 1990s, concepts like that of the triple bottom line began to draw in more senior business 

people. C.E.O.s and their boards began to pay attention, often because of the difficult tradeoffs involved, 
A water pollution control investment, for example, might result in higher carbon dioxide emissions, raising 

climate change issues. In the process, the sustainable- development agenda has begun to cross connect 

with corporate and global governance agendas.  
 

 
 

 
 


