
[image: Couverture : Mark Smith, Fabien Mathieu, Gilles Vermot Desroches, Profit and planet how innovation can help build a better world, Débats Publics]



 [image: Page de titre : Mark Smith, Fabien Mathieu, Gilles Vermot Desroches, Profit and planet how innovation can help build a better world, Débats Publics]



Fabien Mathieu is a partner at Ayming, based in Paris, responsible for finance, innovation and operations practices. As a former VP at Bosch and project leader at BCG, he has worked globally at the cutting edge of innovation and sustainability, primarily in the automotive and energy sectors. Being both a Business Leader and an Advisor, he has mainly focused, for two decades, on leading people through cultural, structural and transformational changes within complex international and disrupted environments. He holds an MBA from INSEAD and a Master of Engineering from Supelec.

 

Gilles Vermot Desroches is chief sustainability officer at Schneider Electric. From 1996 to 1997, he was an advisor to the French Ministry of Spatial Planning and the City. In 1998, he joined Schneider Electric to create and develop the Foundation. In his current role at Schneider Electric he implements the group’s responsibility, environmental, ethical and social policies. In addition to his corporate responsibilities, he is a lecturer at HEC and Sciences Po Paris.

 

Mark Smith is a partner at Ayming, based in London and specialising in innovation incentives. He joined Ayming in 2018 and leads the Innovation practice, which primarily focuses on R&D Tax and Grants. In 2006, he started his career at KPMG, where he became qualified as a Chartered Accountant and Chartered Tax Advisor. Following an experience in the North West office, he moved to the London office, focusing on large financial services, chemical, manufacturing, energy clients.




[image: Illustration]

Éditions Débats Publics is committed to operating
in a sustainable manner out of respect for its readers
and the environment.

This book was designed, typeset,
in France.

Artistic direction: Bureau des formes

Editorial support:
Patrizia Righetti and Associates

First edition

All rights reserved © Éditions Débats Publics

Normandie Roto s.a.s is a certified Imprim’Vert printer,
committed to reducing its environmental impact. The cover
and pages of this work are sourced from PEFC-certified forests.

[image: Illustration]

ISBN: 978-2-37509-614-7

This digital document has been produced by Nord Compo.

The Ayming Institute is the Ayming Group’s think tank. It showcases high-added-value knowledge produced by experts to inform tomorrow’s business performance.



Preface


We’ve reached a tipping point. The time for urgent action to address climate change, social inequality, and economic dysfunction has come. This important book makes the case for corporations having a critical role to play in the global response to the crisis we face. For Fabien Mathieu and Gilles Vermot Desroches, they can do this through a shift in business culture that is necessary both for the environment and companies and by placing sustainable innovation that preserves the planet and boosts social justice at the heart of economic activity. This will involve corporations rethinking their decision-making processes concerning future investments. These arguments could not be more timely.

 

We have been through various stages of debates and controversies about human activity and its effect on our environment. As far back as 1962, Rachel Carson’s book Silent Spring contributed to the birth of the modern environmental movement with its warnings of the dangers of the increased use of pesticides, the resulting environmental pollution, and the pressure on global ecosystems.


Our house is burning and there is nowhere else to look

Since then, the scientific evidence has slowly accumulated to the point where there is now a well-established consensus: it has become increasingly clear that human economic activity is having a detrimental effect on the planet. Over a decade ago, former US vice-president Al Gore was enjoining us in a powerful documentary to face what he termed An Inconvenient Truth: the fact that all the evidence indicated human activity was responsible for climate change and that on current trends, a serious threat to life on the planet would emerge. At the 4th Earth Summit in Johannesburg in 2002, the French president, Jacques Chirac, had already dramatically warned that “Our house is burning and we are looking away.”

 

The time of pioneer scientists and prophetic warnings from political leaders is surely over now. We don’t need more debates, discussions or controversy. We have entered a new phase where the evidence for climate change is everywhere. It’s no longer just a question of scientists agreeing on projections. Science can give us answers about the present, but it can’t always provide certainty concerning what is to come. We are now though witnessing the future it has long warned us of becoming the present in front of our eyes. Anyone examining the evidence in good faith can see that.

 

Climate change is contributing to a migration crisis in Africa with thousands of people drowning every year while trying to cross the Mediterranean Sea to reach Europe. Scientists are warning that the Amazon could soon enter a cycle of self-perpetuating deforestation as a result of the systematic exploitation and destruction of its resources. The world’s largest rainforest, which has long absorbed large quantities of greenhouse gases, could actually start producing them.1 The World Health Organization estimates that air pollution is responsible for around seven million premature deaths each year, largely as a result of increased mortality from stroke, heart disease, lung cancer, COPD (Chronic Obstructive Pulmonary Disease) and respiratory infections. Millions of schoolchildren in Delhi have been given gas masks to wear. Air quality in the Indian capital is sometimes so poor aircraft need to be diverted. People are losing their homes to wildfires in the US and Australia. Our TV screens are filled by melting glaciers and examples of what we would in the past have called extreme weather but now just seems like the new normal. Our house is burning and anyone tempted to look away simply finds themselves confronted with more evidence.

 

In addition to a growing consensus about the environment, there is increasing concern that a lack of social justice threatens the stability of modern societies. Too many people feel they do not have a stake in the prosperity that they see around them. The “gilets jaunes,” France’s “yellow vests” (named for the item of clothing every person in the country needs to keep in their car for emergencies) repeatedly took to the streets of the country from late 2018 to protest energy costs and more generally the cost of living. In the UK, a similar kind of anger contributed to fueling the Brexit vote and we have witnessed the rapid rise of populism elsewhere in the world. In the US, the Occupy movement had previously channeled some of the disaffection of the so-called “99%” left behind by economic change. In 2013, the spectacular global success of the French economist Thomas Piketty’s monumental Capital in the Twenty-First Century, with its critique of trends toward the concentration of wealth, told us that there was both an identifiable problem and a global appetite to understand and address it.




A Green New Deal to support businesses

In the face of this universal crisis the answer is not however to turn our backs on an economic model that has delivered so much for us. We can’t afford to take our modern lifestyles for granted and believe we will be better off in a completely different system. Capitalism has lifted millions of people out of poverty. It has created prosperity on a scale unknown throughout history. It sustains seven billion lives on this planet. Life expectancy has been dramatically enhanced in many parts of the world. Our problems might come from economic activity, but it would be a fatal error to think that’s not where we should also look for the solutions. We do though need to act to ensure this model can continue to serve us in years to come.

 

Naturally, states and international organizations have a key role to play in setting the course. Ultimately governments need to drive change through policy initiatives. This could involve the use of incentives for businesses that act in a way that has a positive impact on the future of the world or legislation to prevent other companies from having a detrimental impact. If governments show strong leadership and they create the right environment, companies will respond to the challenge.

 

The state certainly can’t provide all the answers but it can shape how a capitalist society works. It’s not for companies to decide to be less profitable than their competitors: if they do, they’ll probably just go bust. There is a role for the private sector but if we don’t decide as a society on the direction we want to go in, and elect politicians that have the same vision and enact legislation, companies will be trying to move forward with the handbrake on. There is a lot of talk right now of the need for a Green New Deal, and that’s very relevant, but we need to remember what the first New Deal was about as it offers some very useful clues as to how we can move forward.

 

This is not the first time we’ve been faced with a loss of trust in our economic model. If we think back to the 1920s and 1930s, confidence in capitalism had collapsed. Fortunes were lost in Wall Street when the stock market crashed in 1929. Millions ended up unemployed. There was widespread poverty: hundreds of thousands of “Okies,” as they were referred to, left Oklahoma to seek work in California. Yet 60 years later, capitalism was being celebrated as the only viable social and economic model as the Berlin Wall was dismantled by thousands of enthusiastic East Germans who had been forced to live behind it. Franklin D. Roosevelt, who was elected US president in 1932, introduced economic reforms known as the New Deal to revitalize the system. It was about getting capitalism moving again, not just the state taking over. The New Deal was a way of channeling private sector investment and supporting innovation, rather than simply a major public sector boost. It involved, for instance, encouraging banks to invest their funds productively and supporting the development of rural electrification.2 In 1935, 90% of rural Americans were without electricity; by 1950, 90% of them had been connected to the network.

We need something similar today, a mobilization of states and governments to promote change and encourage businesses to invest and innovate in the areas that will serve the common good. A Green New Deal could take the market in a new direction, create jobs, stimulate innovation, and move society forward to a more sustainable place.




Embracing innovation and uncertainty

Do this, and the world of business will be ready to step up. Clearly, a big part of the solution is going to come from innovation and new technologies. Countless transformative new technologies are within our grasp. With the right sort of push, they could become a reality. In fact, we might not even need a push. It could just be a case of removing the support given to the fossil fuels industry and making their products suddenly much more expensive. According to the IMF, US$ 5.2 trillion were spend on fossil fuel subsidies in 2017. So you don’t necessarily have to incentivize the use of green technologies, it can be about simply creating a level playing field, letting market forces take effect.

Businesses can deliver transformational change right across the board. Power generation and electric or hydrogen-powered vehicles are two obvious areas where this can happen but agriculture and food production is vital too. Modern agriculture uses a lot of pesticides and water. It also generates large quantities of greenhouse gases. If you can reduce that environmental impact with the plant-based foods that are entering the mainstream that’s going to have a hugely positive effect. Valuing employees and looking for ways of ensuring a fairer share of new wealth creation will be key too.

 

Creating the right sort of business environment is crucially important. Companies themselves also need to move away from more traditional ways of doing business, focused on the short term, to embrace disruption and innovation. Innovation usually is a long-term gamble. It’s generally a cost to businesses that doesn’t immediately produce revenue so you’re not driving profit directly from innovation, and sometimes it’s quite difficult to see the tangible benefits. If you’re taking a short-term view, it’s easier to cut costs. These attitudes are no longer productive. It’s a paradox, but in this new world, embracing uncertainty is the prudent approach to long-term sustainability.

The businesses that will be successful are the ones who will see this challenge as an opportunity. We need a radical alternative, but a capitalist one. In this book, Fabien Mathieu and Gilles Vermot Desroches analyze the situation we find ourselves in and point the way forward to a world shaped by business innovation and emerging new technologies. They outline what is the only sensible way forward in the face of the storm that is gathering, steering a course between blithely ignoring science and rising social anxieties on one hand, and turning our backs on the progress made since the industrial revolution on the other. This change will be incremental, and it is hard to imagine the precise forms it will take. But trying to turn back the clock would be an exercise in futility. Our aim must be conjure up a different future.

Mark Smith
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