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ABSTRACT

The poor global environmental protection and the overuse of the natural resources during
the last decades has led to unprecedented increase of greenhouse gases in the atmosphere
of our planet causing climate chance that is threatening all life on Earth. One of the
sustainability efforts to tackle this huge challenge of mankind is the idea of sustainable
de-growth which is calling for a drastic change in the relationships of the natural
environment, the people and their economic activities. Thus, this thesis examines the
possibility of integrating the key values and characteristics of sustainable de-growth into
the value proposition, value delivery, value creation as well as value capture elements of
a viable business model.

The theoretical framework of this study builds on the values and principles of sustainable
de-growth as well as theories of sustainable business modelling and sustainable value
creation. To gather the empirical findings, a single case study with semi-structured
interviews and a business modelling workshop were conducted at Helsinki Metropolitan
Area Reuse Centre Ltd which has claimed to be the first business in Finland practising
de-growth

As an outcome of this study, a sustainable de-growth value framework, a table with the
sustainable de-growth business characteristics compared with the four modules of a
business model as well as a sustainable de-growth business modelling flowsheet were
developed to assist the innovation process of a genuinely sustainable business model. The
value framework visualises the need to radically change our mindset in terms of the
relationship between people and their business activities and the environment. Whereas
the sustainable de-growth business characteristics and the flowsheet can be used as
practical and easy to use tools for managers of all kinds of enterprises to evaluate and
develop their business models towards genuine environmental and social sustainability.

KEYWORDS: sustainable de-growth, sustainable business models, second-hand,
reuse centre
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1. INTRODUCTION

Sustainability of continuous economic growth given our planetary boundaries is currently
under a heavy debate. Side by side to the institutional economics there has been
developing an interdisciplinary field of ecological economics, which is calling for
exchange and integration between the different transformative schools of thought.
Promoters of the steady-state economics (SSE), the new economics of prosperity (NE),
the a-growth as well as the de-growth movements are all busy debating the socio-political
aspects and defining policies for the inevitable post-capitalist transition. Their aim is to
erase the growth paradigmatic resistance against policies that-in their opinion—truly and
permanently improve the environmental and human wellbeing. (Farley & Daly 2006;
Martinez-Alier, Pascual, Vivien & Zaccai 2010; Van den Bergh & Kallis 2012; Kallis,
Kerscher & Martinez-Alier 2012; Trainer 2012.)

Still, there are only a few attempts to be found in the scientific literature at developing a
business strategy, let alone a business model, that embraces the de-growth principles. The
reason for this may be that the idea of de-growth is still considered as a utopian search
for a fairyland that is economically unfeasible. Also, for some, de-growth ideas may
resemble left-wing propaganda. Whereas, promoters of de-growth consider the blind
belief in the continuous growth, even called the growth-fetish, as totally unrealistic unless
we succeed to completely decarbonise the economy which, with current rates of growth,
would require carbon efficiency improvements ten times faster each year than is currently
the case. Those defending de-growth argue, that while waiting for a technological miracle,
an equitable downscaling of economic production and consumption in the wealthy North—
to assure that society’s throughput of resources and emissions stays within safe ecosystem
boundaries—is inevitable. (Stubbs & Cocklin 2008; Martinez-Alier et al. 2010; The Royal
Society 2012:87; Van den Bergh et al. 2012; Kallis et al. 2012:173; Trainer 2012.)

Either way, the indisputable fact is, that shameless pollution and overuse of the natural
resources has led to enormous increase in the levels of greenhouse gases, especially
carbon dioxide, in the atmosphere since the 1950’s (NASA 2017). According World
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Meteorological Organization's Greenhouse Gas Bulletin (30th October 2017): “The
concentrations of carbon dioxide in the atmosphere surged at a record-breaking speed in
2016 to the highest level in 800 000 years. The abrupt changes in the atmosphere
witnessed in the past 70 years are without precedent.” The next graph (Graph 1) is based
on the comparison of atmospheric samples contained in ice cores and more recent direct
measurements. It proves the huge increase in the atmospheric carbon dioxide since the
Industrial Revolution (NASA 2017).

<—— current level

For centuries, atmospheric carbon dioxide had never been above this line

w\\vm\wm/h\wmm

<+—— 1950 level

Graph 1. This graph by NASA (2017) provides evidence of how much the atmospheric

carbon dioxide has increased since the 1950’s.

Consequently, Earth’s climate is rapidly warming. According to NASA (2017), there is
incontrovertible scientific evidence revealing that the current climatic warming is
occurring approximately ten times faster than the average rate of ice-age-recovery
warming. Thus, it is threatening the hole ecosystem of our planet. The damage already
caused by the global temperature rise is shocking; oceans are warming up, ice sheets are

shrinking, glaciers are retreating, snow cover is decreasing, sea level is rising and the
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acidity of surface ocean waters is increasing. All this has resulted in the more frequent
extreme weather events causing devastation and suffering all over our planet. And on top
of all, the substantial worldwide demise of amphibians, insects and other animal as well
as plant species implicate that due to human impact our planet is currently facing the sixth
mass extinction spasm. Alone the populations of vertebrate species are estimated to have
declined by 60 % since the 1970’s. (Sato 2013; UN 2015; WWF 2016; NASA 2017,
Hallmann, Sorg, Jongejans, Siepel, Hofland, Schwan, Stenmans, Mdller, Sumser, Horren,
Goulson, de Kroon 2017.)

By 2012, the equivalent of 1.6 Earths was needed to provide the natural resources and
services humanity consumed in one year (WWF 2016). Finland alone is using resources
equivalent of almost four Earths (Latva-Pukkila 2015). Therefore, de-growth promoters
claim, that channelling the manufacturing and the consumption into more sustainable
production methods and products is not sufficient anymore for stopping the ongoing
disadvantageous progress. Instead, we need to radically change the way we think and talk
about economy, society and environment. (Trainer 2012; Latva-Pukkila 2015; Sitra 2016;
Hopson & Lynch 2016.)

1.1. Sustainability — Shared global agenda

Several activists, scientists and international economic, environmental and humanitarian
organisations have already for decades warned us about the conflict between economic
growth and environmental issues (Carson 1962; Meadows, Meadows, Randers & Behrens
1972; Goldsmith & Prescott 1972). Now, when our last minutes are at hand, it seems that
at least some of the world leaders and decision makers have finally got the courage and
the understanding to speak out and demand for a radical change in the economic and
social systems to save our planet-the only one we have for the foreseeable future (Stern
Review 2006: i-ix; China law 2008; The Royal Society 2012; European Commission
2007, 2009 and 2016).
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“There is an urgency for action. We are living beyond the resources of our
one planet and destroying the resources upon which we depend.” (European
Commission 2007:17.)

“If we don’t address these issues, we will be moving to a dark future. We will
be toasted, roasted and grilled if the world fails to take critical decisions on
climate change.” (Lagarde IMF October 2017.)

It was the Bruntland Report, Our Common Future, published in 1987 that triggered the
popularisation of the concept of sustainable development as a means of tackling the
enormous economic, environmental and social challenges faced by humanity. Gro
Harlem Brundtland, the former Chair of the World Commission on Environment and
Development (the Bruntdland Commission) said: “Humanity has the ability, to make
development sustainable to ensure that it meets the needs of the present without
compromising the ability of future generations to meet their own needs.” (WCED
1987:17.)

The theory of sustainable development stresses the three main pillars of society in
recovering and restoring the wellbeing of both human life and the environment: social
justice, economic safety and ecological balance (Figure 1, page 11). It is also referred to
as a balanced integration of social, economic and environmental performance or as the
triple bottom line: people, profit and planet. The three elements are considered being
interconnected and crucial for the wellbeing of individuals and societies. The objective is
to promote sustainable industrialisation, innovation, consumption and production to help
slow down the future climate change. (WCED 1987; UN 1992; Huber 2000; Geissdoerfer,
Savaget, Bocken & Hultink 2016.) Thus, inspired by the concept of sustainable
development, the United Nations Agenda 2030 for Sustainable Development is calling
for every nation to implement the plan on achieving the 17 goals and 169 targets, which

are congruent with the three dimensions of sustainability (UN 2015).
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Figure 1. The sustainable development challenge by The International Council for
Local Environmental Initiatives (ICLEI), International Development Research Centre
(IDRC) and The United Nations Environment Programme (UNEP) (1996:1)

However, oppositional voices that are engaged in the structural roots of the problems are
criticising the oxymoron ‘sustainable development’ as well as how the proposed
sustainability goals are to be achieve: eco-efficiency, eco-design, ecological
modernisation, smart agriculture, smart cities and circular and green economics. Instead
of decoupling the economy from the overuse of the natural resources or dematerialising
our societies, they are considered to provide insufficient and even false solutions as they
all promote the dominant GDP focused growth paradigm, which is outdated and
destructive leading inevitably to increased consumption of both energy and natural
resources. Similarly, these ‘eco-actions’ are alleged to contribute to the rebound
phenomenon—ever more effective energy use and production methods only leading to
increased production and resource usage and thus, ending with sustainability gains far
less than expected. (Hobson & Lynch 2016; Huber 2000; Jenkins, Nordhaus &
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Shellenberger 2011; Kallis 2011; Johanisova, Crabtree & Frankova 2013; Pueyo
2014:3432; B1OS 2018; Pollex & Lenschow 2016; Demaria & Kothari 2017.)

In addition, research shows that after a certain GDP per capita has been exceeded, further
increase in GDP does not contribute to human wellbeing. Moreover, increasing GDP has
proven to be a highly inefficient way to tackle poverty. Thus, the claim is, that the initial
debates of the 1970’s, that is The Club of Rome report The Limits to Growth, have been
watered down by the UN conference in Rio de Janeiro in 1992. It is accused to have re-
framed both the diagnosis and the prognosis of the ongoing ecological crisis. (Kallis 2011,
Johanisova et al. 2013; Pueyo 2014:3432; Pollex et al. 2016; Demaria et al. 2017.)

Furthermore, critics argue that the negative externalities caused by the economic activities
are not being internalised effectively enough by the current political and economic
system. Besides enabling ecological degradation, it automatically leads to the often more
expensive environmental friendly alternatives lose their competitive advantage. The
dominant incumbent producers perceive the innovative ecological alternatives threatful
and therefore, actively set pressure on the political decision making, which leads to lame
environmental legislation. The economic strength of the supranational corporations
allows them to evade regulations and taxes and externalise their costs to their workers,
environment and future generations. (Huber 2000; Kallis 2011; Johanisova et al. 2013;
Pueyo 2014:3432; Pollexet al. 2016; Demaria et al. 2017.)

Although the concept of sustainable development is widely accepted, it has even been
criticized for being too vague and open for a variety of interpretations. The polysemy of
the term sustainability leaves the door wide open for contrary opinions and theories. For
example, the neoclassical economy concept of ‘weak sustainability’ suggests that capital,
through technological innovation, can replace all types of natural capital and therefore
overcome any environmental issues. Whereas, the ecological economy concept of ‘strong
sustainability’ argues that the stock of natural resources and all ecological functions are
irreplaceable and if degraded, lost forever. In other words, according to strong
sustainability, Earth is a finite system and unable to endure the present and future material
growth. (Huber 2000; Farley et al. 2006; Bolis, Morioka & Sznelwar 2014.)
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However, with all its faults, sustainable development is the first widely acknowledged
concept that at least has a hint of a possibility of revaluating the neoliberalist growth
paradigm (Pollex et al. 2016). Even World Business Council for Sustainable
Development admits in its Vision 2050 the New Agenda for Business that “it is time to
change the value sets because currently a reduction in GDP is considered as a sign of
government failure. As in the future, reduction in GDP, while improving quality of life,
could be acknowledged as a success”. (WBCSD 2010:15.)

Today, there can be found traces of human activities and impact—pollution and
contamination—even in the most remote places and inaccessible habitats on Earth. There
is no place left untouched. (Jamieson, Malkocs, Piertney, Fujii & Zhang 2017.) Moreover,
according the most recent study of the biomass distribution on Earth, humanity accounts
for only 0,01 % of all the life on this planet, but it has already destroyed 83 % of the wild
mammals, 80 % of the marine mammals, half of all the plants and 15 % of all the fish
since the beginning of its civilisation. Today, of all the mammals on Earth, 60 % are
livestock, 36 % are humans and only 4 % are wild mammals. (Bar-On, Phillips & Milo
2018). Furthermore, global wealth could hardly be more unsustainably shared than it is
today—1 % of the world’s population own 50 % of the total world wealth while the poorest
half of the world’s population (3.5 billion people) only possesses 2,7 % of the global
assets. Consequently, 10 % of the richest people on this planet are responsible for 50 %
of the carbon emissions while the poorest half only accounts for one tenth. Moreover, this
enormous gap between the richest and the poorest is constantly widening. (Oxfam 2015;
Credit Suisse 2017.)

This kind of environmental and social progression can by no means be considered
sustainable development. Still, despite the ongoing climate warming that is threatening
all the life on Earth and despite all the glorious declarations and manifestos, saving energy
and natural resources, promoting the ecological way of life and sustainable economy,
consuming less and restraining the desire for more possessions is still not very popular.
Instead, it seems that the overpowering marketing media and the neoliberalist political
culture are doing everything to find ever more efficient ways to promote economic

production and consumption of all kinds. Growth still seems to be ‘the god and saviour’
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of all nations. There is only little support for those who see things differently and mainly
want to invest in spiritual and intellectual values instead of tangible assets. It seems that
politicians are still looking for an easy way out of the crisis and settling for the idea of
sustainable development and continuous growth instead of acknowledging the facts
pointing at the need for more radical changes. (Massa & Ahonen 2006:13-32; Sterm
Review 2006; Martinez-Alier et. al 2010:1741; Porter & Kramer 2011; Pollex et al. 2016.)

1.2. The objective of the study and the research questions

The existing business modelling research including the circular economy (CE) theories
are highly focused on the neoliberalist growth paradigm and maximising profits for the
company shareholders. However, the current state of the environment as well as the
increasing inequality between people suggest that there is an urgent need for alternative
views on how to make business. (Ludeke-Freund 2010; Demaria et al. 2017). Therefore,
since the idea of sustainable de-growth has its starting point in genuine ecological
sustainability followed by high level of social well-being, this study aims to examine
whether it is possible to successfully integrate the values and principles of sustainable de-
growth with the different elements of a viable business model.

Consequently, the objective of this thesis is to investigate how the sustainable de-growth
values and principles found in literature can be applied in designing a sustainable de-
growth value proposition and how to deliver and share the created value and benefits
amongst multiple stakeholders. Another aim is to find out the main barriers to and
challenges in applying a sustainable de-growth business model. The research question is:
“How to create a business model by applying the sustainable de-growth values and

principles?”

The following sub-questions are to be answered first:

1. What are the values and principles that should be considered when creating a

sustainable de-growth business model?
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2. How to incorporate these sustainable de-growth characteristics into the business
model value proposition, value creation, value delivery and value capture elements?
3. What are the main obstacles to applying a sustainable de-growth business

model?

1.3. Delimitations of the study

For now, it is hard to find businesses applying the de-growth principles as the idea is still
very marginal. Therefore, this single case study concentrates on Helsinki Metropolitan
Area Reuse Centre (later Reuse Centre) which in 2010 has claimed to be the first business
in Finland practising de-growth. It is the largest reuse centre in the country at the time of
the study and it can be considered as a pioneer in recycling and reusing the post-consumer

items and materials in Finland.

Besides examining the overall practises of the Reuse Centre, this study focuses on their
Plan B brand which is a collection of special furniture, clothing and accessory established
for ten years ago. The idea of Plan B is to extend the value of the second-hand materials
and items by upgrading them in co-creation with suppliers, customers and artisans.
Currently, there is a need to expand the Plan B production due to increased second hand
material flow—a growing number of businesses within a variety of industries are looking
for associates that can make use of the by-products, surpluses and used items that are
being generated in their processes. Their interest lies in donating the material for reuse
and thus avoiding the cost of waste processing. It is also a question of image—promoting
reuse looks good in the annual report of the company. In addition, some of the firms are
looking for ways to upgrade their surplus material into business gifts and other marketing

material for their own purposes.

There are some other small private companies in Finland practising the similar concept
of reusing the post-consumer items and materials in the production of clothes and

furniture, but they are not implementing the de-growth principles. Although many of them
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are referring to their sustainability practises, saving the natural resources, as a means of

marketing and image improvement.

1.4. Structure of the study

This study is divided into five chapters and organised as follows. After justifying the
study and clarifying the research gab and objectives in the first chapter, the chapter two
consists of a literature review first on de-growth and secondly on the current sustainable
business modelling as well as some sustainable value creation theories. Thus, the section
2.1. focuses on determining the main de-growth values, principles and characteristics that
should be considered in business modelling. The subsection 2.1.1. is a literature review
on de-growth. The subsection 2.1.2. presents some examples of existing businesses
applying the non-growth principles whereas the subsection 2.1.3. visualises the
sustainable de-growth value framework (Figure 4) and presents the sustainable de-growth

business characteristics in tabular form (Table 1).

The section 2.2. concentrates on a literature review on definitions and characteristics of
sustainable business modelling. Also, the main barriers to the execution of these
sustainable practises are discussed. Thereafter, different perspectives to sustainable value
creation as well as some examples of existing sustainable business modelling ideas are
presented. Then, the different variations of the business model canvas are presented as
practical tools for sustainable business modelling. The knowledge in section two is
shortly summarised in the subsection 2.2.6. Finally, the section 2.3. builds and presents

the theoretical framework for the study.

The third chapter is about the methodological choices of this study; the research
philosophy and strategy. In addition, the case company is introduced in the light of the
sustainable business model architypes. Also, the data collection and analysis methods are
described. The last section in the chapter three discusses the validity and reliability of the

study.
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The fourth chapter presents and discusses the empirical findings of the interviews and the
business modelling workshop that was arranged for the case company employees. Lastly,
the fifth chapter contains the conclusions; analysis of the key findings and answers to the
research questions as well as the theoretical contribution of the study and implications for
managers. It also discusses the limitations of the study and makes suggestions for future
research. After the reference list, there is the list of the case company interviewees and
the interview schedule as well as the frame for the semi-structured interview questions

available in the appendices.
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2. SUSTAINABLE DE-GROWTH AND BUSINESS MODELLING

A sound business model should be based on a unique business strategy which expresses
the reason for the firm’s existence—its values, mission and goals. A good business strategy
also motivates the people by giving them a future vision and incentives to gain that vision
Furthermore, it is about defining the value network which the company relies on. And
finally, it indicates how the competitive edge of the organisation is to be achieved and
maintained. (Watkins 2007.) Mintzberg (1978) defined a business strategy as “a pattern
in a stream of decisions”. According to Porter (1996) “the essence of strategy is choosing
to perform activities differently than rivals do.” Likewise, Collis & Rustad (2008) argue
that “the strategic sweet spot of a company is where it meets customer’s needs in a way

that rivals can’t, given the context in which it competes”.

Consequently, the first task for any company making a transition towards sustainability
is to determine its strategy statement (Collis et al. 2008). Correspondingly, Huber (2000)
has identified three general transformational strategies aligned with the global sustainable
development goals: 1) Sufficiency regarding the population growth along with the level
of affluence, life-style and consumption patterns, 2) Efficiency regarding the production
processes and the use of products and 3) Ecological consistency of production processes
and products regarding compatibility between the industrial and natural metabolism.
Huber refers to sufficiency as “self-limitation of material needs, withdrawal from the free
world-market economy and egalitarian distribution of the remaining scarce resources”.
Whereas, efficiency is referred to as a revolutionary strategy adopted mainly by the
industry and businesses. It is meant to allow the continuous economic growth by
improving the efficient use of material and energy. However, according to Huber, strategy
of consistency as a third transformational strategy is crucial for creating the major
technological innovations needed to bring the industrial production in line with the natural
principles. (Huber 2000.)
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2.1. Sustainable de-growth values and principles

Integrating sustainability into the business imperatives requires considering the different
elements of environmental, social and economic systems and their interrelations. Thus,
to co-create both profits and social and environmental benefits according the triple bottom
line requires a total change in the mindsets of people from top to bottom. Organisations
need to change their business rules and behavioural norms that hinder the introduction of
new business models. They must allocate resources to business model innovation and
start interacting actively with multiple stakeholders. In many cases they are even meeting
the challenge of integrating new technology. Therefore, according researchers, firms are
in need for practical tools to assist their sustainable business model innovation efforts.
(Evans, Vladimirova, Holgado, Van Fossen, Yang, Silva & Barlow 2017; Short, Rana,
Bocken & Evans 2013:175-176, Vladimirova, Holgado, Van Fossen, Yang, Silva &
Barlow 2017:599-601.)

From the de-growth perspective, the challenge is even bigger since most of the existing
sustainable business modelling methods and tools still have their focus on the firm growth
and maximising returns on the shareholder investments. It seems, that there is still room
for compromises at the expense of both the environment and the people. (Evans et al.
2017.) Thus, to define the role of producing firms in the future there is a need for both
academic and political discussion about the practical business guidelines embracing the
genuine sustainability principles. Therefore, this section examines the de-growth
literature seeking for the key values, features and principles that should be considered in
sustainable de-growth business modelling. In addition, some examples of businesses
applying the non-growth principle are introduced. The findings are then visualised in a
sustainable de-growth value framework (Figure 4, page 31) and summarised in a table
aggregating the sustainable de-growth business characteristics (Table 1, page 33).

2.1.1. Literature review on de-growth

Conference on Economic De-growth for Ecological Sustainability and Social Equity in

2008 in Paris brought up the concept of sustainable de-growth into the international
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discussion by challenging the capitalistic thinking and the demand for continuous growth
as a source of wellbeing of man and as the main ambition for a society (Research & De-
growth 2010; Latva-Pukkila 2015). Moreover, the conference discussed the opportunities
for as well as obstacles to voluntary social actions towards de-growth and whether
implementing de-growth is possible without radical institutional changes. The final claim
of the conference was that self-purposeful economic growth is not sustainable and that
human progress without economic growth is possible. (Research & De-growth 2010;
Schneider, Kallis & Martinez 2010.)

“The truth is that there is as yet no credible, socially just, ecologically
sustainable scenario of continually growing incomes for a world of 9 billion
people. In this context, simplistic assumptions that capitalism’s propensity for
efficiency will allow us to stabilize the climate or protect against resource
scarcity are nothing short of delusional” (Jackson 2009:86).

Sustainable de-growth is defined as “an equitable downscaling of production and
consumption that increases human well-being and enhances the ecological conditions at
the local and global level both in the short and long term.” (Schneider et.al 2010.) Thus,
de-growth proponents are suggesting a change in relationships of economy, people and
nature. Instead of subjugating everything under economy, we should fit everything within
the boundaries of our planet and its natural resources. Also, people’s needs should be put

before the economy (Figure 2, page 25).

The de-growth movement seeks to design and implement democratic policies combined
with voluntary practices in the wealthy North to decrease the economic throughput to an
ecologically sustainable level and at the same time to preserve a stable and sufficient
economy, which also includes the developing South. The throughput to be reduced is
primarily physical: energy, matter, unrenewable natural resources and emissions.
However, the key attribute distinguishing de-growth from other approaches to
sustainability is its resigning from the objective of increasing GDP. To be clear,
degrowing GDP is either not the objective. But, as a result from the necessary sustainable
de-growth actions, GDP will inevitably decrease. Thus, the idea is “to degrow by design,

not disaster”. In fact, sustainable de-growth does not work in an economic system
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designed for growth, because negative GDP in such an economy causes recession, and if
prolonged, depression. Therefore, to make way for the truly transformative ideas and to
implement permanent social and environmental sustainability, the established growth
paradigm must be challenged. (Kallis 2011:874; Pueyo 2014:3431-3433; Weiss &
Cattaneo 2017:221.)

Current society De-growth society

ECONOMY NATURE

PEOPLE PEOPLE

Figure 2. The change in the relationships of nature, people and economy in the de-

growth scenario.

Romanian-American mathematician, statistician and economist Nicholas Georgescu-
Roegen (1906-1994) established the concept of ‘enjoyment of life’ which is associated
with an attitude of frugality and voluntary simplicity and dissociated from consumerism.

In addition, de-growth reverberates the anti-utilitarian ideas of Ghandi, Illich,
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Schumacher and Latouche drawing from anthropology, sociology and philosophy and
linking the interdisciplinary research on ecological economics, social ecology and
industrial ecology. The de-growth objective is a society with the dominant values of
solidarity and quality of life within the boundaries of one planet. Reinventing the
conception of value—instead of much-having we need to aspire for wellbeing and various
forms of collective prosperity—rewarding better instead of more consumption, public
instead of private and natural rather than man-made. The three, broad sustainable de-
growth objectives are: 1) to reduce the environmental impact of human activities, 2) to
redistribute income and wealth both within and between nations and 3) to promote the
transition from a materialistic to a convivial and participatory society. (Martinez-Alier et.
al 2010; Kallis 2011; Cosme, Santos & O’Neil 2017; Weiss et al. 2017.)

One of the fundamental de-growth visions is outlined in Jackson’s (2009) book Prosperity
Without Growth. According him we need to build a system that seeks to minimise
consumption and maximise societal and environmental benefits rather than economic
growth by constructing 1) a closed-loop system of reusing and repairing as well as
emphasising delivery of functionality and experience, rather than product ownership 2) a
system providing fulfilling and rewarding work experiences enhancing human creativity
and skills, and finally 3) a system built on collaboration and sharing, rather than

aggressive competition. (Bocken, Short, Rana & Evans 2014.)

Likewise, Latouche’s book Farewell to Growth (2009: 31-42, published in French in
2007) offers a similar view to a future society with altruism and cooperation. The pleasure
of leisure, the ethos of playfulness and a vivid social life replacing the obsession with
work and consumerism. Re-evaluating our values, winning back the deep concern for
truth, sense of justice, responsibility, celebration of differences, respect for democracy
and solidarity is what is needed to achieve the balanced society of wellbeing. Instead of

trying to dominate nature we should find a way of harmony with our environment.

Latouche introduces eight interdependent steps reinforcing one another needed to build
an autonomous de-growth society: re-evaluate, reconceptualise, restructure, redistribute,

re-localise, reduce, reuse and recycle. The ‘virtuous circles of eight R's’ are
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interdependent goals meant to trigger a process of de-growth that will be smooth, serene,
convivial and sustainable. He writes: “This utopia is an intellectual construct that
functions on an ideal basis, but it is also concrete in the sense that it takes as its starting
point elements that already exist and changes that can be implemented. If we want it, we
can have another world that is at once desirable, necessary and possible.” (Latouche 2009:
31-42.) Jackson and Latouche are supported by Kallis (2011:874): “Big social change
does not take place by appealing to those in power, but by bottom-up movements that

challenge established paradigms.”

So, according de-growth advocates, we need to save the scarce natural resources and slow
down the CO2 emissions by drastically reducing the production and consumption in
countries where per capita footprint is greater than the sustainable global level. Thus, they
are calling for a paradigm shift from continuous economic growth to a concept of ‘right-
sizing the global and national economies’. As mentioned before, one of the practical
means suggested is the reuse of already existing items and materials that is the post-

consumer materials or simply second-hand articles.

In fact, promoting reuse and refurbishment is in line with both de-growth and the three
sustainable development goals. Giving livelihood for the local artisans while saving the
natural resources, it enhances the social cohesion of people by uniting those who have
something to give away and those in need. In addition, reusing provides an advisable
alternative to other waste management options. (Castellani, Sala & Mirabella 2015:374;
Latva-Pukkila 2015:32; 1SO 14021 2016.) Also, the European Union Waste Framework
Directive (European Commission 2008) is calling for strengthening the 3 R policies:
reducing, reusing and recycling of resources. Furthermore, in Bocken & Short’s (2016)
waste hierarchy reusing, recycling and recovering are presented as potential sustainable

business model innovations (Figure 3, page 24).

The Second International Conference on Economic De-growth for Ecological
Sustainability and Social Equity in Barcelona in 2010 proposed limitations to
international trade, re-localization of enterprises, establishment of local networks of small

businesses (co-operatives), work-sharing and restrictions to advertising as practical ideas



28

of how to define the role of businesses in a de-growth society. These readjustments are
meant to reduce the transport of goods and the urge to consume and rat race and make
work-sharing more tempting and desirable as people would value their own leisure time

over money and possessions. (De-growth declaration Barcelona 2010.)

Business model innovation Example

A Envronmentaily Avold Avoid overconsurmption, avaid Patagonia “Don't buy this jacke! advertisement” encouraging
preferatie 30 AR L ooaciaca- planned obsolescence customers to think before they consume (Choumard &
Staniey, 2012)
Reduce
“1 Reduce materiall resource use Lightweighting of aluminium drink cans
4
HOOGEI, v - = s rnrsns Reuse products over fime o Car sharing schemes (reuse across multiple people)

across multiple people Second hand and vintage markets (reuse over ime)

Recycle =777 77777C Make use of recycled materials | Aluminium industry focusing on continuous recycling of
alummnium (Wells & Seitz, 2005)
.
Recover Recover - Create value from Industrial Symbiosis ~ for nstance creating new product lines
wasie from wasie (Shor et al, 2014), Anaercbic digestion
Lanott - -===c Source landfilled or otherwise Healthy Seas initiative - sourcing fishing nets from sea to be
discarded raw materals used as a raw material to carpets (healthyseas.org)

Figure 3. Waste hierarchy and potential business model innovations by Bocken & Short
(2016:52).

2.1.2. Examples of non-growth businesses

Liesen, Dietsche & Gebauer (2015) have conducted a study on ten successful small and
medium-sized companies within different industries that are deliberately not aiming to
grow and maximise the traditional management indicators such as sales, market share,
profit or number of employees. Instead, their intention is to remain roughly constant in
size. The oldest one of these companies was established already in 1628 (brewery) and
the latest one in 2005 (it-consulting). Their sales vary from 1,6 to 100 million euros per
year and they employ from 6 to 120 people. Motivations for these firms to follow a non-
growth strategy are multiple: managing and controlling costs related to organisational
structure, considering small more productive and effective, wanting to offer personal
service to customers, balancing work vs. leisure, avoiding risk, gaining limited amount
of ingredients for production and finally valuing the environment and social well-being.
(Liesen et al. 2015.)
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These firms assess their performance with several non-financial indicators: high quality
of products and services, high efficiency in production and effective use of resources,
good quality of life, decent working conditions and adding local social and environmental
value. Instead of doing more they aim to do better by improving quality rather than
increasing resource use. Their focus is on enhancing their internal processes by cost-
cutting, efficiency and stability and positioning themselves in market niches as well as
reducing dependencies on a few big customers. The strategic focus of the producing
companies is on durability and reparability of their products complemented with repair
service offerings. Consequently, their service offerings have resulted in constant profits
despite a decrease in production and sales during recessions. Two of the companies have
even set a limit on wage differences within the company, which has limited their overall
wage costs. So, these companies have given growth in qualities a preference over growth
in quantity and they are doing well. (Liesen et al. 2015.)

According to Hankammer & Kleer (2017) one option for the design of a business model
in alignment with de-growth is collaborative value creation (CVC). They argue that
promoting closer relationships between the producing firm and the consumer—connecting
consumers into the organisational processes and assessing the technologies that enable
such relationships—enhances the customer-driven paradigm. The aim is to ensure that
products are more congruent with the customer needs: “Turning consumersS into
prosumers, who co-create products, co-fund production and contribute to challenges with

their own ideas, could support the transition to sufficient consumption.”

Hankammer et al. (2017) are presenting several concepts of CVC: 1) mass customization
which allows customers to purchase products that meet their individual needs more
closely, 2) crowdsourcing to address larger consumer groups simultaneously (open
innovation and crowdfunding) and 3) commons-based peer production, which makes use
of distributed knowledge and task division with the example of Wikipedia. The
implantation of CVC methods into a de-growth business model is meant to facilitate
sufficient consumption by reducing overproduction and obsolete production capacity and

by extending the meaningful lifespan of products. CVC could even enhance resilient and
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self-sufficient local economies by gradually decentralising and re-localising the economy
by producing knowledge and goods according to the needs of the local community. And
finally, since CVC models actively involve consumers in the decision, design and
production processes, it can also lead to more collective and democratic downscaling of

consumption and production. (Hankammer et al. 2017.)

In conclusion, the idea of sustainable de-growth represents a matrix of alternatives for a
multidimensional exit from the capitalist economy, which is inherently limited in its
capability to efficiently and truly address social challenges and ecological degradation.
Thus, de-growth activists desire to design a set of non-capitalistic practices defying the
logic of maximising private profit at human and environmental expense as well as
accumulation of wealth in the hands of the few. (Videira, Schneider, Sekulova & Kallis
2014.) De-growth is claimed to be both totalitarian and romantically idealistic and too
difficult to implement by its opponents (van den Bergh 2011). Still, Kallis (2011) argues
that all it takes is a slightly stronger belief on our collective capacity to plan political and

social change.

2.1.3. The sustainable de-growth business characteristics

This subsection summarises and visualises the knowledge and understanding gathered
from the de-growth literature in the previous section by introducing the de-growth value
framework (Figure 4, page 31) and a table aggregating the sustainable de-growth business
characteristics (Table 1, page 33).

De-growth literature suggests that the deep ecological values—sustaining the biodiversity
and our natural heritage—should construct the frame for all human actions. In addition,
people’s wellbeing should be put before business. The quest for continuous growth and
maximising profits at any cost should be prohibited. The objective is to promote equality
and to enhance the quality of life for all by aspiring after solidarity and social wellbeing
instead of progressive private profits and possessions. The aim is to radically change our
mindset from the survival of the fittest to altruism, to cherish the human creativity, talent

and ability to collaborate, share and care.
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The de-growth value framework (Figure 4, page 31) visualises the idea of the planet Earth
as the ultimate boundary for all our actions and the source of well-being for humanity as
well as all other living species. We need to preserve the biodiversity of our planet—or what
is still left of it. Also, we as humans should concentrate on enhancing the genuine quality
of our lives and social wellbeing both locally and globally. Finally, the economic system
should serve, not only businesses, but the local community, the society and the planet as
well by generating positive externalities and removing the negative ones. In other words,
economic profits and the created value should benefit all stakeholders.

People

Thinking globally, acting locally

Enhancing the quality of life and social
wellbeing of all

Figure 4. The de-growth value framework with the planet Earth and people as the

primary stakeholders.



32

The table on the next page (Table 1, page 33) aggregates the features found in de-growth
literature that should characterise a business aligned with sustainable de-growth. The
characteristics are grouped into seven broad categories that are based on the main themes
aligned with sustainable business activities. Category number one—valuing and cherishing
the natural environment and enhancing social well-being, good quality of life and decent
working conditions—was mentioned in all the five sources defining the idea of a
sustainable de-growth. So was the category number two, arguing that firms should have
shareholders emphasising other objectives than merely financial and profits should be
primarily a means to gain the future sustainability goals. Thus, economic growth should
not be the main objective of the business. Instead, the invested capital should be used to

strengthen the sustainability and viability of the local communities.

The characteristics in categories from three to five were mentioned in all together four
out of five sources. Organisations should focus on voluntary long-term mutual value
creation and collaborating with all stakeholders, even competitors. They should have a
genuine willingness to establish value networks and to share resources. Overall, firms
should act ethically and do ‘the right thing” which refers to conscious sales and marketing
techniques as well as promoting sufficiency and offering service and functionality rather
than ownership. Furthermore, they should promote efficient production processes and use
of material and thus, be open to new technological innovations that enhance the ecological
sustainability and biodiversity. Consequently, manufacturing should be concentrated on
ecological long-lasting products and avoiding built-in obsolescence. Furthermore, all
design and production should facilitate reducing the use of material as well as repairing,
reusing and/or recycling of the products. The category number six regarding business
model experiments and innovation was promoted in one of the sources. And, so was the
last one regarding internalisation of the negative externalities by taxation and regulation
which refers to influencing the societal and political decision making.

The next section presents research on definitions and characteristics of sustainable
business modelling to see whether there can be found similarities between them and the
de-growth characteristics in the table 1. Also, some research on the transformative

business strategies and the main obstacles found regarding their implementation are
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discussed. Thereafter, views to and a practical tool for sustainable value creation are
examined. The last two subsections present some examples of sustainable business model
innovations as well as different variations of the business model canvas as practical tools

to assist a sustainable business modelling process.

Table 1. The sustainable de-growth business characteristics found in literature.
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Sustainable de-growth business characteristics = S I S e T
Valuing and cherishing the natural environment and enhancing social
1 X | X X | X

well-being of people, good quality of life and decent working conditions.

Having shareholders emphasising other objectives than financial. Profits
are means to gain the future sustainability goals. Economic growth not
being the primary goal. Keeping the capital local and (re)investing

locally to strengthen the community.

Focusing on voluntary long-term mutual value creation. Collaborating
3 | with all stakeholders, even competitors. Establishing value networks. | x | X | X X

Willingness to share resources.

Doing ‘the right thing’. Being ethical. Conscious sales and marketing
techniques. Promoting sufficient consumption in terms of level of life-
4 | style, level of affluence, consumption habits, consumer engagement | X | X | X X
(CVC, prosumer). Satisfying needs not wants. Offering functionality and

service rather than ownership.

Promoting efficient production processes and use of products and
5 | technology innovations. Manufacturing long-lasting products and | x | X X | X

avoiding build in obsolescence. Repairing, reducing, reusing, recycling.

6 | Business model experiments and innovations. X

Furthering consistent ecological production by promoting establishment
of pro-sustainability taxation and regulation systems as well as
incentives to sustainability innovations. Internalising negative

externalities by monetising them.
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2.2. Sustainability in business modelling

Business models, sustainable or not, are always about designing the value proposition
together with the value creation, value delivery as well as the value capture elements.
They are also referred to as the four pillars of a business model: value proposition,
customer interface, infrastructure and financial aspects. Business model innovations in
turn, are considered as the key to business success since innovating a new business model
is about differentiating from competitors by changing the way business is done rather than
what is done. Therefore, radically transformative and novel value propositions and
business model innovations are also offering a potential opportunity to promote the
environmental and social sustainability in production and consumption. (Evans et al.
2017; Short et al. 2013:176; Bocken et al. 2014; Lideke-Freund 2010; Boons & Liideke-
Freund 2013.)

The section 2.2. seeks to define a sustainable business model. It also discusses some
research on the main barriers to the execution of the sustainable choices in business. In
addition, different views on sustainable value creation are presented, after which some of
the existing sustainable business model innovations are examined to see whether there
has been found ways to attach the explicit sustainable social and environmental goals to
the economic objectives and imperatives of a business. In the fifth subsection, some
variations of the business model canvas are presented as practical tools for sustainable
business modelling. The last subsection shortly summarises the knowledge gathered so
far in the chapter two.

2.2.1. Definitions of a sustainable business model

A sustainable business model (SBM) is defined by Ludeke-Freund (2009:56) as “the
firm’s activity system allocating resources and coordinating activities in a value creation
process which overcomes the public/private benefit discrepancy”. This means designing
the business model proactively—improving the competitiveness of the business through
excellent voluntary social and ecological performance—to align both the sustainability and

the business imperatives.
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Likewise, Stubbs et al. (2008) have identified several structural and cultural

characteristics contributing to sustainable business modelling:

Redefining the purpose of business in wider terms than economic profitability and
shareholder returns by acknowledging that profits are both an outcome and a
facilitator of environmentally and socially sustainable activities. Doing what is ‘right
and smart’. Shifting the focus from short-term financial returns to long-term mutual
value creation by aligning shareholder, board and staff expectations.

Establishing a reporting system integrating and indicating all the three sustainability
aspects.

Finding shareholders that are willing to invest in the company for reasons other than
financial. Engaging shareholders by relentless communication and education on
sustainability issues. Building relationships based on trust and two-way loyalty,
honesty, integrity, fairness and equity. Also, firms’ willingness to share resources—
people, profit, time and natural resources—among all stakeholders is crucial.

Leaders being natural-born sustainability agents and their main task being to
institutionalise the idea to all the stakeholders and into the organisational culture.
Cherishing nature and restoring the environment. Sharing the costs of technology and
processes that enhance the sustainability actions with other stakeholders, even
competitors. Developing sustainability solutions collaboratively for the whole system
rather than for an individual firm.,

Keeping capital local and reinvesting locally.

Promoting establishment of a pro-sustainability taxation system to move the tax
burden from income and labour to ecological damage and consumption of non-
renewable resources and to encourage businesses to eliminate negative social and

environmental externalities by redesigning their processes. (Stubbs et al. 2008.)

Whereas Boons et al. (2013) are proposing four normative requirements for a sustainable

business model innovation:

Value proposition focusing on measurable ecological and/or social value together

with economic value.

Applying the principles of sustainable supply chain management and involving all
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stakeholders of both the focal firm as well as the suppliers. The focal firm not
burdening its suppliers with its own socio-ecological issues.
Encouraging customers in taking responsibility for their consumption habits and

forming closer relationships with other firm stakeholders.

Distributing the economic costs and benefits equally among all stakeholders.

Bocken et al. (2014) have identified eight different sustainable business model architypes

(Figure 15 on page 58). They are grouped according the main types of sustainable

business model innovations: technological, social and organisational. The technological

archetypes are defined as:

Maximising material and energy efficiency by doing more with fewer resources,
generating less waste, emissions and pollution.

Creating value from waste by eliminating the concept of ‘waste’ by turning waste
streams into useful and valuable input to other production and making better use of
under-utilized capacity.

Reducing environmental impacts and increasing business resilience by addressing

resource constraints on non-renewable resources and current production systems.

The social archetypes are defined as:

Delivering functionality rather than ownership by providing services that satisfy users'
needs without having to own physical products.

Adopting a stewardship role by proactively engaging with all stakeholders to ensure
their long-term health and wellbeing.

Encouraging sufficiency by solutions that actively seek to reduce consumption and

production.

The organizational archetypes are defined as:

Re-purposing the business for society/environment by prioritizing delivery of social
and environmental benefits rather than economic profit and shareholder value
maximization through close integration between the firm, the local communities as
well as other stakeholder groups.

Developing scale-up solutions by delivering sustainable solutions at a large scale to

maximize benefits for society and the environment.
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Evans et al. (2017) argue that sustainable value incorporates both economic, social and
environmental benefits conceptualised as value forms. Thus, according to them, a SBM
requires a system of sustainable value flow among multiple stakeholders including the
natural environment and society as the primary ones. Consequently, a SBM requires a
value network with a new purpose, design and governance as well as a systemic
consideration of stakeholder interests and responsibilities for mutual value creation. Their
proposal is that internalizing externalities through a product-service-system (PSS) firms
could provide their customers mostly intangible services and functionalities instead of

merely tangible products.

Thus, they encourage firms to get to the bottom of their current business model while at
the same time embracing the concepts of SBM and innovating entirely new future
business models by experimentation and learning through trial and error. They as well,
call for policy makers to make pertinent interventions such as regulation, legislation,
taxation, education and incentives concerning energy use, resource depletion, waste
management, emissions and wealth creation. The political aim should be to monetise the
environmental and social externalities: costs of products’ end-of-life recovery, reuse, re-

treatment and disposal. (Evans et al. 2017.)

To conclude, a sustainable organisation expresses itself in terms of the three sustainability
goals: addressing the economic, social and environmental issues. Profits are a means to
achieve sustainable outcomes—firms are bound to make a profit to exist, but they don’t
exist solely to make a profit. They cherish the natural environment and put the success of
stakeholders first simply because it is the right thing to do. It appears, that the sustainable
business model definitions and characteristics suggested by all the previous (Stubbs et al
2008; Lideke-Freund 2009; Boons et al. 2013; Bocken et al. 2014; Evans et al. 2017) are
totally in line with the sustainable de-growth principles. So, the knowledge to true
sustainability is already gained. Why then, is it so difficult to integrate sustainability in

the business imperatives?
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2.2.2. Main excuses for not applying sustainability

Laukkanen & Patama (2014) have analysed the key barriers to the diffusion of the
technologically, socially and organisationally sustainable business architypes (Figure 15)
by Bocken et al. (2014). They have found three main categories of obstacles: 1)
regulatory, 2) market and financial and 3) behavioural and social.

Regulatory barriers:

e Lack of long-term legal regulatory frameworks

¢ Inconsistent and overlapping regulatory mechanisms
e Operational environment stability (regulatory risks)
e Lack of encouragement to innovativeness

e Lack of flexibility and chance of iteration

e Lack of normative rules/industrial standards

e Lack of involvement of stakeholders in decision making
e Lack of economic incentives

Market and financial barriers:

e Financial risk

e Short-termism

e Lack of awareness and understanding among market participants
e Lack of marketing know-how

Behavioural and social barriers:

e Lack of consumer/customer acceptance

¢ No stakeholder pressure

e Lack of risk-taking

e Enterprise culture

e Leadership, management

e Lack of motivation

o Profitability of existing business models/satisfaction
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These findings point to the need for stricter and coherent political decision making in
terms of environmental legislation and regulation. Also, there is lack of political as well
as economic incentives to innovating ecological solutions and to engage all stakeholders
to the decision making and production processes. Consequently, there is a clear need for
educating the different stakeholders in the environmental and social issues to raise the
awareness of both the public, the political decision makers and the investors.
Organisational culture can only change by the initiative of the leadership which also has

the keys to designing and implementing any strategic change.

Similarly, Ludeke-Freund (2010) has examined the main barriers to the execution of the
three transformational business strategies by Huber (2000), (Table 2). The most
interesting part is the examination of the main obstacles to applying the sufficiency and

consistency strategies.

Table 2. Overview of the ecological sustainability strategies and their main barriers by
Lideke-Freund (2010).

Strategy Objectives and approaches Main barriers
Sufficiency Psychological
Change of * Definition of what is ‘enough’, ‘doing without’ « Psychological and

consumption and | « Modesty and renunciation based on discernment behavioural barriers of

production Behavioural utilitarian consumers
patterns through | » Change of consumer habits and consumption * Business is stuck in
change of structures growth paradigm

lifestyle; focus on | « Re-definition of which products to demand « Lack of definition of the
conservation of * Substitution of non-sustainable behaviour economic and moral limits
nature Technological

* Change of technological basis of consumption
structure
* Reduction of impacts on the natural environment

and resource use
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environmental
damage per unit
of output; focus
on improving
technologies,

organisations

continuous improvements

» New product-service-systems for consumers
Technological

* Optimization of input-output ratios of production
and consumption

* Reduction of material and energy inputs with
constant or increasing productivity

* Reuse and longevity of materials and products

* Recycling and cascade reprocessing of materials

Strategy Obijectives and approaches Main barriers
Efficiency Organizational
Reduced * Environmental management systems (EMS) for » Lack of attention which is

hindering innovations

« Lack of knowledge about
inefficiencies and
improvements

* Missing demand for
efficient products and
services

+ Uncertainties during

transition phases

Consistency
Bringing industry
in line with
natural

principles; focus
on new
technological

paradigms

Paradigmatic

* Re-integrate industrial metabolism into natural
metabolism (industrial ecology)

* Ecological modernization through structural
change

* Circular economy based on clean energy and
pure, high quality materials

* Avoidance of artificial and possibly incorrect
limit setting

Technological

» Material and energy flows either in own,
separate technological cycles, or consonant with
their natural setting

» Substitution of non-renewable resources and

technologies

* Limits to closed-loop
procedures on large scale are
imposed by economics
rather than physics

* Innovations are of basic or
systemic type and conflict
with given situation

* Mobilization of necessary
capacities requires multi-

level efforts and support

There is a conclusion to be drawn that since firms are consistent in their quest for growth
they cannot succeed in their sustainability efforts regardless of what other strategies they
apply. For example, the efficiency strategy would only be successful in the combination
with sufficiency. Otherwise, efficiency gains will, at least to some extent, lead to the
rebound effect—increased production and use of resources. Whereas the consistency

innovations are claimed to be of “a systemic type and thus conflicting with existing
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dominant designs and the positions of incumbents, which can lead to social and political
conflicts”. This reveals the real power of large businesses and their interest groups. They
always seem to have their way to affect the political decisions in their own favour. And,
they are the last ones to accept policies that would affect them negatively and force them
to change the way they do business. Or even, make them to vanish. Instead, they are
prepared to take the most drastic actions to protect their businesses—according to the
Guardian (17" of November 2017) 164 environmental defenders around the world had so

far been killed in 2017 while protecting their community’s land or natural resources.

Lideke-Freund (2010) continues: “Mobilizing the necessary innovative and economic
capacities requires multi-level efforts and support from industry, finance, research and
political leadership and, as for sufficiency, societal acceptance”. This refers to the issue
of psychological and behavioural barriers of utilitarian consumers which has proven to
be a fallacy. There are examples in the history of mankind proving that nations can change
their customs and behaviour very quickly if needed (Brown 2003:203-206). All people
seem to need is a good enough reason and saving the Planet might just be one. As a matter
of fact, the current throw-away society is a new phenomenon. There are still those, born
before the 1950’s, who still live very modestly and to whom moderate consumption does
not seem to be a problem.

Besides this, the younger generations of the Western world, who have had the privilege
to be born in societies of wealth and abundance, are also the first ones to experience the
consequences of it all-environmental degradation and climate change. So, they may very
well be willing to change the track that mankind is currently on by re-defining the
economic and moral limits for what is considered sufficient and just. According to Xie,
Sreenivasan, Korniss, Zhang, Lim, & Szymanski (2011): “The prevailing majority
opinion in a population can be rapidly reversed by a small fraction of randomly distributed
committed agents who consistently proselytize the opposing opinion and are immune to
influence”. Their research shows that once the number of promoters of any minority
opinion reaches its tipping point, which is only 10 % of the population, the minority
opinion is always going to be adopted by the majority of the society. So, there may still
be hope.
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All the other barriers to applying sustainable strategies analysed by Ludeke-Freund
(2010) are practical and technical and thus, can be solved if there is the will to do so.
Although her analysis is, that “the three strategies need to be combined as an integrative
concept of ecological sustainability” she still concludes: “Possible overlapping with
business imperatives is thoroughly discussed regarding efficiency, while sufficiency and
consistency still seem to be countercultural strategies.” In other words, instead of
proposing political and legislative support for voluntary-based sufficiency actions of
consumers, she agrees with the growth paradigm: “In the eyes of utilitarian consumers
sufficiency threatens individual unfolding and, if imposed by force, destroys civil rights
and liberties.” So, is the depletion of the natural resources not destroying anyone’s rights
and liberties? Do the industry and the utilitarian consumers have the right to cause
environmental degradation just to be able to produce and consume without limitations?
What about the rights of the people who value the overall environmental and social

wellbeing instead of new shoes in their closet every week?

To conclude, it appears that the sole barrier to creating a truly sustainable (de-growth)
business model is the blindness for a possibility to move away from the urge to produce
and consume without any limitations. Next, an introduction to some viewpoints on value

creation and business modelling of which at least some still seem to have faith in people.

2.2.3. Views on and a tool for sustainable value creation

Societies are fundamentally based on a set of values which form the basis for the societal
norms as whole: “Values are group conceptions of the relative desirability of things.”
(Manichander 2016:4.) Likewise, the underlying values of the owners and decision
makers have a crucial impact on the strategic choices of a firm. Therefore, different views
on the concept of value and a practical tool for sustainable value creation are presented

and discussed next.

Den Ouden (2012) argues that the perception of value has been developing from the
commodities in the 1950’s industrial economy, to the targeted experiences in the 1980’s

experience economy and to the enabling of self-development in the current knowledge
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economy. Eventually, this continuous progress will lead to an era of ethical value
exchange in the future transformation economy. So, den Ouden predicts a paradigm shift
from the current knowledge economy into a new era of transformation economy, which
she describes as a system that restores the dynamic equilibrium between the economic,

social and environmental dimensions in societies. (den Ouden 2012.)

The future paradigm shift den Ouden is predicting, could mean a huge possibility for the
different unconventional and radical economic theories to be finally fully recognised. The
economic driver for businesses in the transformation economy will be the design of
meaningful innovations and new kinds of business models through inclusive value
networks and cooperation. The value proposition for the user will be “a pleasurable
experience seducing them into changing their behaviour to increase their quality of life”.
Businesses will be members of organisational ecosystems providing the sustainable value
propositions for all stakeholders and at the same time ensuring the continuity and viability
of the business. The outcome of this transformation is a society capable of improving the

quality of life while taking care of both people and planet. (den Ouden 2012.)

Value framework for the transformation economy

In her value framework (Figure 5), den Ouden makes a distinction between the four
overlapping levels of value which need to be aligned: value for the user, the organisation,
the organisational ecosystems and the society. In addition, the suggested framework takes
account of all the four levels’ different perspectives on value: economic, psychological,
sociological and ecological. Although den Ouden is not promoting de-growth per se, the
value framework she is suggesting has many of the sustainable de-growth attributes:
wellbeing, happiness and belonging, meaningful life, wealth and stability, reciprocity,
social responsibility, shared drivers, ecofootprint and sustainability. And most
importantly, she has excluded ‘growth’. However, from a de-growth perspective, her
framework is lacking ‘Earth’ as the ultimate level of value. This may be interpreted as
animism but is nevertheless necessary in a de-growth value framework, where Earth is
considered the basis and the limit for all our actions. Earth has only one perspective on

value—preserving its biodiversity, our lifeblood.
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Figure 5. Value framework by den Ouden (2012).

Shared value

Porter et al. (2011) are also taking part in the transformative value creation discussion,
but from the capitalist point of view. They are suggesting that businesses should create
shared value representing, not philanthropy, but self-interested behaviour to create
economic value by creating societal value. The idea is to reinvent capitalism by making
profit by offering shared value for those in need mainly in the developing world. The hunt
for enormous growth potential and profitmaking is veiled in creating social value. Social
and environmental goals are made subordinate to the primary goal of creating continuous
economic value and profits for the already wealthy shareholders. Porter and Kramer have
the survival of the fittest approach to value creation, which understates the environmental
challenges the increased consumption followed by population growth is about to bring.
Furthermore, it takes advantage of the most vulnerable in the poorest countries—the ones
that already suffer most of the impacts of the climate change. Therefore, the concept of

shared value is just business as usual-the antithesis of de-growth.
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The sustainable value mapping tool

Bocken, Short, Rana & Evans (2013) have introduced a value mapping tool (Figure 6)
which facilitates the sustainable business model innovation process by identifying the
current value proposition and the opportunities for new forms of value creation both for
existing and new stakeholders. This model introduces a concept of missed value meaning
the under-utilised assets, resources and capabilities of a firm. Whereas the concept of
destroyed value refers to the overall negative environmental and social externalities a firm

IS generating.

Opportunities
for New Value
Creation

* New forms of
value for existing
stakeholders

* Value for new

stakeholders

Generate solutions that capture
new value through the
reduction or elimination of
destroyed value

Capture currently missed
value through new activities,
relationships, and network
reconfiguration

Current Value
Proposition

Value Destroyed

* Negative social
impacts

* Depletion of non-
renewables

* Environmental

damage

Value Missed

* Under-utilised
assets, resources,
capabilities

* Failure to capture
value

* Waste streams

Re-conceptualise destroyed value
as missed value

Figure 6. The value mapping tool by Bocken, Short, Rana & Evans (2013).

The idea behind this managerial tool is to help to capture the currently missed value by
establishing new activities and relationships as well as by reconstructing the existing

value network. Another aim is to re-conceptualise the destroyed value, which is
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generating negative environmental and social externalities, as missed value to find ways
to innovate possibilities for new value capture. In other words, the objective is to generate
solutions that capture new value through the reduction or elimination of the negative

impacts on society and environment.

As a conclusion, this value mapping tool by Bocken et al. (2013) aims to identify and
assess the key issues in the overall value innovation process within a firm and its multi-
stakeholder networks. Thus, it can as well be used in sustainable de-growth business
modelling as it takes account of the value requirements of all stakeholders: the customer,
the focal firm, the business network, the society and the environment. However, it may
be a bit too complex and academic with many new concepts for the busy entrepreneurs
and managers to use. Moreover, it still leaves room for compromises when it comes to
the negative externalities. In a de-growth context there should be none. Next, a
presentation of two examples of transformative business models that attempt to rethink

the imperatives of a business.

2.2.4. Examples of sustainable business model innovations

Sufficiency-driven business model

Bocken et al. (2016) are presenting a sufficiency-driven business model as an innovation
to tackle the pressing sustainability issues. In their proposal sufficiency is a driver for a
sustainable business model innovation that seeks to restrain the overall resource
consumption. The aim is to curb the demand by actively educating and engaging the
consumers, manufacturing long-lasting products and avoiding built-in obsolescence.
Additionally, firms should focus on satisfying needs rather than promoting wants by
implementing conscious sales and marketing techniques. They should also strive to
innovate new revenue models and innovative technology solutions that support the true
environmental and social sustainability. So, at least Bocken et al. seem to be brave enough

to think beyond the behavioural and psychological barriers of utilitarian consumers.

A real-life example of a company applying the sufficiency-driven business model is
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Patagonia, which is a manufacturer of outdoor clothing and gear. They are often
remembered for their advertising campaign ‘Don’t by this jacket’. Patagonia is also
known for supporting environmental grassroot efforts already since the 1970’s by
donating either 10 % of their profits or 1 % of their sales (whichever was greater) each
year for smaller groups of people who are working all over the world for saving or
restoring the environment. They have also organised yearly environmental education
campaigns and they are constantly looking for more ecological solutions for their own
production of clothing. Their mission is to “deliberately bring doing good to the heart of
their business by challenging the conventional wisdom, living a simpler and more
examined life and doing business without losing their soul”. Patagonia’s mission
statement is “to build the best product, cause no unnecessary harm, use business to inspire
and implement solutions to the environmental crisis”. (Bocken et al. 2016;

eu.patagonia.com)

Social business model

Yunus, Moingeon & Lehmann-Ortega (2010) are presenting a social business model
which, according to them, could be applied to environmental sustainability issues as well.
First, they make a clear distinction between a social business, a profit maximizing
business and a not-for-profit organisation. They define a social business as “a no-1oss, no-
dividend, self-sustaining company that sells goods or services and repays investments to
its owners, but whose primary purpose is to serve society and improve the lot of the poor”
(Figure 7). Thus, a social business is designed and managed similarly to any profit-
maximising company since it needs to generate enough revenue streams to cover all the
expenses to be self-sustainable. Profits are reinvested in the business and thus, ultimately,
passed on to the target group of beneficiaries in such forms as lower prices, better service
or greater accessibility. In a social business model, no dividends are paid for the invested
capital, but the investors and owners are entitled to get their money back if they wish
(Figure 8). (Yunus et. al 2010.)

As it seeks self-sustainability, a social business only relies on its investors at the

beginning. There are two specificities of a successful social business. Firstly, favouring
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social profit-oriented shareholders and secondly clearly specifying social profits
objectives. “The value proposition and value constellation of the social business model
must link all stakeholders, including shareholders who understand and accept its social

mission.” (Yunus et. al 2010.)

Financial profit maximization
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Profit-
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businesses
No recovery of _ Bepayment gf
invested capital < ' > invested capital
(self sustainability)
Not-for-profit SOCIAL

organizations BUSINESSES

Social profit maximization

Figure 7. Social business vs. profit maximizing business and not-for-profit
organisations by Yunus, Moingeon & Lehmann-Ortega (2010:310).
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Figure 8. Social business model by Yunus et al. (2010).
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A social business model consists of four components: 1) the social profit equation,
encompassing both social and environmental profits, 2) the economic profit equation,
encompassing sales revenue, cost structure and capital employed, 3) the value
proposition, encompassing all stakeholders and the product/service and 4) the value
constellation, encompassing the internal and external value chains (Figure 9). (Yunus et.
al 2010.) To sum up, the social business model resembles the original idea of a co-
operative—acting as any other business but using the surplus to enhance the wellbeing of
its own members, who also are the ‘owners’ entitled to get their subscription repaid if

they so wish.

Social Profit Equation
+ Social profit

* Environmental profit

Value Proposition Value Constellation
« Stakeholders + Internal value chain
» Product / service < > * External value chain

Economic Profit Equation
« Sales revenues

* Cost structure

+» Capital employed

=> No economic loss (full
recovery of capital)

Figure 9. Four components of a social business model by Yunus et. al (2010).

To conclude, both, the sufficiency driven business model and the social business model
are examples of a possibility to think beyond the box and to build viable businesses based
on the sustainable environmental and social values. To conclude the investigation on
sustainable business modelling definitions, methods and tools in the chapter two, the

original business model canvas together with some variations of it are presented next.
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2.2.5. Variations of the business model canvas

The business model canvas by Osterwalder & Pigneur (2010) is a practical and user-
friendly tool for designing a new business model or enhancing a current one (Figure 10).
Thus, it has become a widely adopted template for describing, evaluating and designing
new innovative business models for all kinds of companies. There are nine blocks to be
filled in visualising the planned processes of the value creation, value delivery and value
capture elements. The advice is to start the process with defining the customer segments
and the unique value proposition for each of them after which one can proceed filling in
the other value delivery elements described in the canvas. The second task is to design
the value creation processes. How is the designed value proposition to be performed?
What kind of key resources, activities and partners is needed? And finally, the question
of the cost structure and sales revenues. How to capture and share the value, meaning,
how to create enough revenue streams for all the stakeholders to make the business

viable?

The Business Model Canvas

u Value Propaositions i% Customer Segments n

Key Resources ﬂ Channels [}

)

Cost Structure Revenue Streams 8

@ Strategyzer

strategyzer.com

Figure 10. The business model canvas by Osterwalder & Pigneur (2010).
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However, since the purpose of Osterwalder’s and Pigneur’s business model canvas is
mainly to describe the money earning logic of a firm, it has been criticised for focusing
only on the profit first philosophy. Thus, it is not agreed to be the most suitable for
sustainable business modelling. Therefore, two different variations of the original

business model canvas are presented next.

The sustainable business model canvas (Figure 11) details the environmental and social
impacts of a business model separately besides the economic criteria of cost structure and
revenue streams (CASE project 2018). Thus, this enhanced business model template aims
to incorporate sustainability into the core of the business by evaluating both the negative

and positive societal and environmental impacts of the business activities.

The Sustainable Business Model Canvas

Key Partners I@l Key Activites O Value Propositions ﬁ Customer Relationships ' Customer Segments ‘&5
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Figure 11. Sustainable business model canvas by CASE project (2018).
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Similarly, Joyce, Paquin & Pigneur (2015) have carried on the development of the
original BM canvas into the triple layered business model canvas (Figure 12). It is built
on the original by adding a second layer with nine environmental elements following a

life cycle approach and a third layer with nine social elements following a stakeholder

approach.
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Figure 12. Triple layered business model canvas by Joyce & Paquin (2016).



53

The Life Cycle Assessment (LCA) is a standardised method using multiple indicators and
accounting the environmental impacts of all the stages of a product or service life cycle:
extraction of raw materials, manufacturing, distribution, use and disposal. The idea is to
prevent transferring the environmental burden further in the life cycle. Whereas the
stakeholder theory has its objective in maximising the interests of all the stakeholders of
an organisation: employees, shareholders, community, customers, suppliers,
governmental bodies, interest groups and even competitors. The aim is, through specific
indicators, to measure the satisfaction of various social groups affected by the business.
Thus, the triple layered business model canvas aims to hold both horizontal (economic,
social and environmental) and vertical coherence of the nine business model elements. It
can also be used to investigate whether the vertical nine blocks of the business model are

coherent and consistent with each other. (Joyce et al. 2015.)

The original business model canvas as well as the different variations of it together with
the value mapping tool, are all practical instruments facilitating a business model
innovation aiming to design a sustainable triple bottom line business model or enhancing
the current one. Naturally, they can without difficulty be applied in sustainable de-growth
business modelling too. However, business model transformation and innovation per se
does not guarantee the true sustainability of a business. It is the underlying values that
guide the way to the genuinely sustainable outcome. Thus, when designing a sustainable
de-growth business model, one should not settle for merely evaluating the negative
societal and ecological impacts of the business activities. Instead, there should be made
every effort to find ways to erase them totally by focusing on producing as much positive

externalities as possible.

2.2.6. Summary

When working on a sustainable de-growth business model innovation there is a need to
design a value proposition that offers benefits firstly for the environment, secondly for
the society and thirdly for all the other stakeholders meaning the customer and the whole
business network including the focal firm. So, the outcome should be an exceptional value

proposition for the customer who is paying the party. In other words, the profits of the
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business should be shared between the focal firm and all the business partners in the way
that benefits the society and the environment with positive externalities. Or, at least it
should meet the minimum requirement of not generating any negative externalities—to be
neutral in terms of environmental and societal impacts. However, it is hard to think of any
such business because everything we consume has an impact on the environment; food,
clothing, cosmetics, household items, furniture, transportation, heating, energy,

information, you name it.

After conducting the research on in sections 2.1. and 2.2. it has become clear that all the
knowledge and understanding needed for truly sustainable one planet life for humanity
has already been gained. There is an overabundance of academic