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PREFACE

This book is the essence version of my Ph.D. dissertation submitted to the faculty
of graduate studies of Rushmore University, which covers the part one of the
dissertation; the development of strategies to the environmentally sustainable
business. It precisely explains how to set up strategies for environmentally
sustainable business. The part two of the original dissertation; the application of
the developed theory to a model company; FD Green Co., Ltd., Thailand, will also
be published soon as a business book titled; WE WILL MAKE THE WORLD

I(I”

GREEN. Please note that | am going to use a lot of “I” and “active voice” to write

my dissertation, because many journals and business organizations have started

to recommend the use of “I” and “active voice”. As a matter of fact, recent word
processors have an editing function to check for and caution against passive voice.
Before getting into the subject of my dissertation, | explain how | became involved
in the area of environmental management. | have a master's degree from
Hokkaido University (Japan, 1984) in environmental engineering (which is included
in Chemical Engineering) for research on seawater-activated sludge.
Approximately twenty years have passed since that time. | have been working in
the area of manufacturing for a Japanese company called Ajinomoto Corporation.
Twenty years ago, the Japanese economy was still at its peak and there was not
much economic or environmental pessimism. | was working energetically in
Ajinomoto’s laboratory, trying to establish the most economical production
technology. | did not pay much attention to the environmental problems, especially
to the global environmental problems. Today, however, the world situation is totally

different from the old days. The world is debating, struggling and trying to figure out

the most effective way to reconcile economic development and environmental



preservation. Now | have to take care of both the economy and the environment.
The time has passed when a person could be deemed too young to consider
complicated aspects of human society. We must all consider, or at least try to
consider, one of the most wanted but the most difficult items on the 21 century
agenda; reconciliation of economic and environmental needs. The world is
debating the significance of the environmental problems and their
countermeasures. Some people even say that there is no environmental problem.
One of the most shocking incidents happened to my doctorial work; one business
journal (I withhold the name of the journal here) rejected my submitted article
because its publishers believed that there were business people who deny the
existence of the environmental problems. “Don’t be a liar ”, | know there are other
extremes; there are people who say that we should even sacrifice economic
activity, otherwise mankind will become extinct. The Kyoto protocol was idealistic
in trying to gain world cooperation to reduce the emission of CO, while the USA,
king of capitalism, reacted negatively to the proposal. Many countries hold
positions somewhere along the spectrum between the positive and negative
extremes. Unfortunately, | don’t think we have enough time to judge by observing
the result of the political competition over the Kyoto protocol. We need to act now
to preserve the livable environment. This is why and how | began to show my
concerns for the environmental problems and became interested in developing
effective countermeasures to achieve business development without sacrificing
the environment; the result is an environmentally sustainable business. My
dissertation is for all those who are in the midst of similar struggles, trying to find
realistic ways of developing business in an environmentally sustainable way. |

have tried to be as realistic and precise as | can, and tried to stay away from

X1



arguing theories which can be used only in business offices. | tried to find general
business rules which can be applied to minimize the environmental burden and be
environmentally sustainable in regular business processes. Fortunately, | have
learned from Professor Donald Mitchell who wrote “The 2,000 Percent Solution”
and “Ultimate Competitive Advantage”, both of which | can use to build the
theoretical platform for environmentally sustainable business strategies. Back to
twenty years ago once again, when the USA, European countries and Japan were
leading the world, the economic and the environmental systems of the world
looked much simpler compared to today. However, the situation is much different
today. Newspapers today are crowded with the news of newcomers. China, India,
Brazil, Russia, Iraq, Indonesia, etc. seldom appeared in newspaper columns
twenty years ago, but now dominate the economic and environmental columns,
which have expanded. My concern at the spread of environmental problems to
these countries forced me to search for and propose effective strategies for
environmentally sustainable business worldwide; not only in the money economy
but also in the traditional economy (Hart 2005). | am the president of FD Green Co.,
Ltd., Thailand, which is a subsidiary company of Ajinomoto Thailand Co., Ltd. The
business is related to the environmental management of the amino acid
fermentation industry and is also an integral part of the waste management of the
local industries. | tried to use FD Green Co., Ltd. as a practical and living example
to test and validate the effectiveness of my strategy. Fortunately FD Green’s
performance in the four years since the birth of the company has been excellent.
| hope that my intention for this work is very clear to readers by now and my
dissertation is written well enough to encourage readers to try to apply the

proposed strategies to their business.
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ABSTRACT

Industrialization brought people both a very comfortable lifestyle and
environmental disasters. To preserve a livable environment for successive
generations, we have to redesign the whole production system of the world.
Environmental protection and sustainable development have to be reconciled and
such a business scheme can be called an environmentally sustainable business.
Companies should place environmental sustainability at the center of their
business strategies because the importance of environmental sustainability to the
human race is second to none now. Innovation in environmentally sustainable
business will be the key to success in the 21% century. In my doctorial research, |
have tried to provide practical, useful strategies for companies to grow as
environmentally sustainable businesses. Before the 1980s, companies’ attitude to
environmental protection was rather reactive. In the 1980s, so called “greening”
became a major trend to proactively prevent environmental pollution and
incrementally reduce the environmental burden. Since the 1990s the newest
paradigm shift has been taking place. Hart (2005) calls this movement “Going
Beyond Greening”, which claims the necessity of radical transformation of the
structure of industries to achieve development in an environmentally sustainable
way. “Going Beyond Greening” requires companies to act as innovators in
products and services in any regions of the world in which they operate. This is the
point where | concentrated my efforts to create useful and practical strategies for
environmentally sustainable business. | propose a matrix to divide the global
market into four domains, using (the money market/the traditional market) and

(incremental technological progress/ innovative technological progress). Two

XVl



regions of the matrix appear to be important to companies’ success in contributing
to society as environmentally sustainable businesses. These are “Green
Innovation ”; to use innovative technological progress in the money market, and
“Greening Base Expansion”; to use innovative technological progress in the
traditional market. In the money market where the infrastructure is already
sufficient and the competition is very hard, knowing how to retain customers is very
important to the success of the environmentally sustainable business. | found two
factors that are important for differentiation and customer loyalty; technological
innovation in products and services and the innovative system building. In the
traditional market where the infrastructure is inadequate and the money economy
is not well developed, companies must see eye to eye with indigenous people to
fully understand their true needs. Companies are required to transform their
paradigm from “foreigner” in the money economy to “indigenous” in the traditional
economy. This requires changes in companies’ internal system; the values, culture
and attitudes, along with technological innovation in products and services. |
propose two strategy matrices of the environmentally sustainable business; one for
the money economy and the other for the traditional economy. The matrix for the
money economy has two factors; “Greening Products and Services Innovation”
and “Greening System Building”. The matrix for the traditional economy also has
two factors “Greening Products and Services Innovation” and “Greening Paradigm
Innovation”. These two matrices can be combined into one symmetrical matrix.
Both of the matrices consist of nine grids, which show pathways of continuing
business model innovation. Mitchell, Coles and Metz (1999) have found continuing
business model innovation to be the golden rule of the successful business. My

matrix for the environmentally sustainable business can be used as the strategic

Xvil



map to plot how to do continuing business model innovation in an environmentally
sustainable business. | have developed a conceptual framework to drastically
reduce the environmental burden from industries by “The Energy Supply and Value
Cycle” and “All Product Concept”, by focusing on the energy and material flow of
the entire business process, which will enable companies to raise the energy
efficiency of their business process. | have chosen to apply my strategy and
conceptual framework in my company FD Green Co., Ltd., Thailand, and | will
show how the company has grown exponentially in a book titled; WE WILL MAKE

THE WORLD GREEN, which is scheduled to be published in August, 2006.
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CHAPTER ONE

THE ENVIRONMENTAL PROBLEMS

The greatest obstacle to discovery is not ignorance - it is the illusion of

knowledge.

- Daniel J. Boorstin -

We are facing serious environmental problems today. This chapter identifies both
the kinds of environmental problems but also their magnitude and explains the
importance of environmentally sustainable development. “The environmentally
sustainable business” is the way to reconcile development of business and the
environment. The strategic importance of the environmentally sustainable
business in the 21% century is explained by referring to history and recent trends in

a global movement to sustainable development.



1 THE ENVIRONMENTAL PROBLEMS

11 What are the Environmental Problems?

To most people, the environment includes the natural environment, social
environment and cultural environment. Without a proper environment, mankind
could become extinct. In this sense, the environmental problems are parts of an
even bigger problem; the possible extinction of the human species (Nagasawa

2004).

1-2 History of the Environmental Problems

To most people continued to expand their population and dominated the earth by
carrying out continual technical revolutions such as the invention of tools, the
agricultural revolution and the industrial revolution. Environmental problems, such
as receding forests and advancing deserts, occurred as early as the era of the
agricultural revolution. Although the problem was negligible at that stage, there
was a dramatic change to the magnitude of the environmental problems at the time
of the industrial revolution in the 18" century. In the 1970s, air pollution such as
photochemical smog became a significant environmental problem in the major
cities of developed countries. Improvements to car exhaust systems also improved
the air quality of large cities in developed countries; however in large cities in
developing countries, such as Shanghai and Mexico City, the problem is still
continuing or deteriorating. In the 1980s, the surprising fact that carbon dioxide
(CO2) and chlorofluorocarbon (CFC) gas have bad effects and cause global
warming came as a shock to the general public. Problems related to global
warming, acid rain and desertification have been pointed out from the early 1970s.

2



In 1974, Dr. F. Poland and Dr. M. Morena released a paper to Nature arguing the
possibility that CFC was destroying the ozone layer'. The life of CFC in the
atmosphere is estimated to be approximately 50 to 120 years so the destruction of

the ozone layer will continue for at least another 50 years, unfortunately.

1-3 Major Elements in the Environmental Problems

1-3-1 Population explosion

The source of the environmental problems is obviously the expansion of the
human population, because it is the multiplication factor to every environmental
problem. The world population is 6.4 billion now? and it is increasing exponentially.

The history of mankind’s population expansion is shown below (Sugiyama 1998).

4-5 million yearsago -—-—-—-- Birth of the human race
6-7 thousand years ago ~ ---—----- Below 10 million
AD. 0 e 200 million
AD.1500 - 400 -500  million
AD.1800 - 1 billion
AD.1900 e 1.6 billion
AD.1994 = 5.7 billion
AD.2004 = - 6.4 billion

The human population has quadrupled since A.D. 1900. In 2010, it will become 7
billion and it will become 8 billion before 2030°. The population increase in
2

developing countries is very rapid. In China, the population in 2004 was 1.3 billion

and, despite birth control, the population is increasing by about 15 million per year.
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