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Introduction
and context

Much airtime has been given to climate
change and the requisite need to decarbonise,
at pace. More than half of global GDP, some
$44 tr, is moderately or highly dependent on
nature’s resources. *WEF 2020
So it is important to go further – climate
change and nature are two sides of the same
coin.
Continuing to treat nature and its resources
as a ‘free good’, and pursuing economic
growth at their expense, is no longer a viable
option: the laws of physics and biology cannot
be bucked. The transition to decarbonised
nature-positive world will present risks, but
also many opportunities if addressed ‘right’.
Private family-run businesses are particularly
well placed not only to lead the way, but to
accelerate the pace of transition and help the
world to where it needs to be. Al-Dabbagh
Group (ADG), with sustainability already at the
heart of its business, is particularly well placed.
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Change is afoot;
encouraging
developments ahead

<80%

of the world’s
GHG emissions
were covered by
governments’ pledges
to achieve net zero

PROGRESS SO FAR
The ‘direction of travel’ on
sustainability-related matters is
clear. The wheels of change were
set in motion at Davos in January
2020. The COVID-19 pandemic
that then struck brought into
public consciousness humankind’s
inextricable linkages to, and reliance
on, nature. And in so doing it focused
the minds not only of individuals, but
also of corporates and governments
across most of the world.
Hence by the time of COP26 in
November 2021, social and political
attitudes regarding the importance
of nature and reducing greenhouse
gas (GHG) emissions had shifted.
Some progress was made, including
importantly:
•

More than 80% of the world’s
GHG emissions were covered by
governments’ pledges to achieve
net zero; and

•

Key agreements on methane
emissions and phasing down
coal production were also
reached.

That said, such targets and ambition
are essentially meaningless unless
they are followed up by policy action,
and here implementation has not
lived up to pledges.
As regards climate change, the
world is set, on the basis of current
policies, for warming of the order of
some 2.70°C. Were the announced
pledges and targets to be met, 2.1°C
could be achievable, but that seems
increasingly unlikely1.

CLIMATE AND NATURE
NEXUS
Policy has so far been concerned
primarily with climate change,
and the requisite need for
decarbonisation over the coming few
decades.
Nature-related risks more broadly, by
contrast, have often been overlooked
– not least perhaps because they are
complex, interlinked, and orders of
magnitude more difficult to quantify
than a single metric of GHGs.
Nature is however now becoming
part of the wider conversation −
whether because of the alarming
pace of nature degradation and
loss of species, a COVID-19-induced
consciousness re-awakening of
humankind’s frailty; or the recognition
that a number of other epidemics
can be traced to humans’ headlong
intrusion into nature.
The seminal Dasgupta Review on the
economics of biodiversity published
last year attracted widespread
attention, and stressed that natural
and economic systems are far more
interlinked than had hitherto been
appreciated2.
From a financial perspective, just as
diversity within a portfolio of financial
assets reduces risk and uncertainty,
so does biodiversity increase nature’s
resilience to shocks, and thereby
reduces risks to the ecosystem
services on which humankind
depends.
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Change is afoot; encouraging
developments ahead

June
2021

G7 leaders agreed
in June 2021 to halt,
and then reverse,
biodiversity loss by
2030, and tackle
deforestation.

Policymakers have also been
taking note. G7 leaders agreed in
June 2021 to halt, and then reverse,
biodiversity loss by 2030, and tackle
deforestation3.

developing a risk management and
disclosure framework to be released
in 2023. This follows in the footsteps
of the Taskforce on Climate-related
Financial Disclosures (TCFD)6.

NEAR-TERM PROSPECTS

Some countries are further along
the road in their journey. France has
already moved to the logical next
step, with the new legislation (the
so-called Article 29) that requires
all French financial institutions
to disclose both biodiversity and
climate-related risks7.

Self-evidently, more will have
to be done to address both
climate change and nature loss.
And, crucially, they will have to
be addressed together. Time,
moreover, is pressing.
While momentum was initially
driven by governments and
policymakers, the private sector is
increasingly – and importantly –
now taking the lead, and progress
may even surprise on the upside.
Increasingly, corporates and
investors are finding that it pays to
get on board the ‘clean innovation
machine’, rather than risk being
caught in the transition and/or left
behind altogether.
Financial sector activity − investing;
lending; insurance; and more
− is getting progressively more
involved, recognising quantitatively
important dependencies and
impacts, and the potential systemic
risks arising from climate change
and nature.
Important studies have been
undertaken by the central banks of
both France and the Netherlands4.
The joint public/private sector
Taskforce on Nature-related
Financial Disclosures (TNFD)5 is
focusing the minds of the financial
community in particular, by

And there is more to come.
Forthcoming climate and nature
events hold promise, e.g. Davos at
the end of May 2022; UN Biodiversity
Conference (COP15) in Q3, 2022;
UN Climate Change Conference
(COP27) in Egypt in November 2022;
and the ongoing work and updates
from TCFD, TNFD, ISSB and UNCBP to
name a few.
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Examples of successful sustainability
initiatives/transformations within
family businesses
Some sectors and companies have made more progress
in advancing the family business sustainability agenda

A chocolate maker, Barry Callebaut —
a 110-year-old family business based
in Switzerland — launched “Forever
chocolate”, pledging 100% sustainable
chocolate by 2025, i.e. eradicating child
labour from their supply chains, being
carbon and nature positive, using only
organic ingredients, etc8.
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Examples of successful sustainability
initiatives/transformations within
family businesses
Some sectors and companies have made more progress
in advancing the family business sustainability agenda

Likewise, two multi-generational family
business (and direct competitors) in the
coffee industry —Lavazza and Ilycaffè —
collaborated to fund the release of the
first fully open-access coffee arabica
genome sequence. The sole purpose of
this initiative was to help all stakeholders
prepare for the challenges from climate
change9.
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Risks and opportunities
of transition to a
decarbonised
nature-positive world

40%

Likewise, the latest
IPCC report sent
a stark reminder
that over 40% of the
world’s population are
“highly vulnerable” to
climate.

RISKS AND COSTS

Climate change and nature
degradation are the biggest
existential risks facing the humanity
today: but like any challenge they
present considerable opportunities,
particularly for those who get
involved early.
AS REGARDS RISKS:

The latest World Economic Forum
Global Risk Report identified five
of the top ten most potentially
severe risks for the coming decade
as environmental in nature, with
biodiversity loss placed in the top
three10.
Likewise, the latest IPCC report sent
a stark reminder that over 40% of
the world’s population are “highly
vulnerable” to climate and that
some climate change impacts
are already ‘irreversible’. The IPCC
cautioned that:

“…this is the decade of
action, if we are going to
turn things around.11”
The risks — from climate change and
nature loss — range from physical
(i.e. droughts, floods, severe storms,
loss of biodiversity, etc), to transition
(i.e. impact of regulation; the risk
of stranded assets), to litigation, as
well as reputational risks. Ultimately
these risks can lead to systemic risks
(i.e. ecosystem collapse, contagion
risk in the financial sector, etc.)

The physical and transition risks
are closely entwined, i.e., the more
immediate action is delayed, the
higher the eventual physical risks
are. On the flipside, the quicker the
transition to decarbonised naturepositive world (via regulation,
carbon taxes, etc), the higher the
near-term transition costs, but the
lower the physical costs later on.
AS REGARDS COSTS:

The costs of inaction, both on
climate and nature, are potentially
enormous – one reason why it pays
to act early. Some likely orders of
magnitude:
•

Physical climate risks. In the
US alone, the number of billiondollar weather and climate
disaster events has risen six-fold
over the past 40-odd years, with
5-year average costs running at
a record high of near $150bn per
year12.

•

Stranded assets13. Meeting the
1.50°C global warming target will
require that approaching 90% of
the remaining fossil fuels would
need to remain in the ground.
Around $900 bn — or one-third
of the current value of big oil
and gas companies — stand to
evaporate if governments move
aggressively to restrict the rise
in temperatures to 1.50°C above
pre-industrial levels for the rest
of this century14.
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Risks and opportunities of transition
to a decarbonised nature-positive world

$2.7tr

per year (or about 3%
of world GDP) through
to 2030 will probably
be needed to scale
the transitions to
net-zero carbon.

•

The loss of biodiversity and
nature more broadly can be
equally alarming. Around threequarters of the 100-odd most
important food crops depend,
to a greater or lesser extent,
on animal pollination15 and the
value of pollination by bees
and other insects has been
estimated at US$217 billion per
year16.

And according to a recent study by
Natural History Museum, delaying
action on biodiversity by just 10 years
will be twice as expensive as acting
immediately17.

INVESTMENT NEEDS

The curbing of climate change and
nature depletion requires not only
significant investment in low-carbon
renewable energy sources and
other ‘green technologies’, but also a
change in mindset.
Reaching net-zero emissions
by mid-century is a formidable
challenge; it is, however, technically
and economically feasible – most
of the technology already exists, the
investment needed is manageable,
and the minor loss to incomes in the
aggregate would be far outweighed
by benefits to health and biodiversity.
A simple calculation suggests that a
significant proportion of the required
investment needs can be covered by
natural depreciation and replacement
of capital assets, i.e.
If global investment and depreciation
continue at their typical rate, and
henceforth all of the new investment
is in ‘green compatible’ assets, then

by the 2050s some 90%-odd of the
world’s capital stock will have been
‘turned over’ and be appropriate for
the new ‘green’ world18.
In reality, it is not quite that simple,
of course. Some capital stock will be
scrapped ahead of time; and some
additional investment will be needed.
This incremental investment has been
put at around 1%-1.5% of global GDP
per year: but that is affordable19.
Likewise, estimated costs of transition
to a net-zero carbon, nature-positive
world economy differ, but are also
manageable:
•

Some $2.7tr per year (or about 3%
of world GDP) through to 2030 will
probably be needed to scale the
transitions20.

Thus the costs of transition are
manageable. In a sense, they have
to be, because the alternative is
unimaginable. But importantly, there
are also significant economic and
hence business opportunities to be
reaped from getting it done, and
getting it done right.

OPPORTUNITIES

Investment needs give rise to
opportunities that are simultaneously
beneficial to the planet and to the
investor.
This is very much in line with ADG’s
spirit of ‘Omnipreneurship’ where
all its activities are governed by the
Omnipreneurship ecosystem, made
up of three principles of Giving, Earning
and Sustaining underscored by five
values and governed by the ten
golden rules.
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Risks and opportunities of transition
to a decarbonised nature-positive world

Energy and transportation sectors
– the two biggest sources of
anthropogenic GHG emissions
globally – offer some of the biggest
opportunities to make an early
difference and be ‘ahead of the curve’.
Clean electricity has to be the
backbone of energy transition,
complemented by strictly limited
use of fossil fuels in hard-to-abate
sectors.
Hydrogen and batteries will be
important in both storing and
distributing energy.
Carbon capture technologies will
be required to deal with remaining
emissions from hard-to-abate
sectors.
Early-mover advantage can be
significant. Speed and scale in
incorporating new technologies and
moving into new markets can bring
costs down dramatically21.
In addition to new investment
opportunities, there are already
encouraging examples of successful
transformations of fossil fuel
companies to clean energy:
Danish Ørsted is one such. Albeit a
public company, it transformed from
fossil fuels to being the world’s largest
developer of offshore wind power22.

“Ørsted was once one of
the most coal-intensive
energy companies in
Europe. Today, we’re the
world’s most sustainable
energy company, and
a global leader in the
transition to green energy.”
Climate change cannot be solved
with green technologies alone, but
these will play a critical role, and
open up opportunities to investors
who seek returns beyond profit.
Investment opportunities extend
beyond climate change mitigation
and energy transition to preserving
nature more broadly.
Similar to climate change, the
dependencies and impacts on
nature are especially concentrated in
a handful of sectors, i.e., agriculture,
food, forestry, and fishing. These
sectors are likely to offer the biggest
opportunities to rethink current
business models. Some examples:
Technologies to optimise current
production processes – minimise
the use of natural resources and
generation of waste – are likely to
become more mainstream, e.g.,
precision agriculture, vertical farming,
etc.
Technologies that tackle some of
the key drivers of biodiversity loss
(deforestation and over-farming to
produce meat and soy, for example),
e.g. alternative sources of protein;
cultured meat, etc;
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Examples of successful sustainability
initiatives/transformations within
family businesses
Some sectors and companies have made more progress
in advancing the family business sustainability agenda

The tea and coffee merchant Taylors of
Harrogate was recognised at COP26 for
having become carbon neutral across
its whole supply chain. It has achieved
CarbonNeutral certification across all its
products, and in 2020 the company was
certified as a CarbonNeutral company,
covering all operations23.
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Family businesses are
in a unique position
to advance the
sustainability agenda

2/3

Some two-thirds of
businesses worldwide
are owned or
managed by families,
employing 60% of the
world’s workforce and
contributing over 70%
of global GDP.

DOING WELL BY
DOING GOOD
Some two-thirds of businesses
worldwide are owned or managed
by families, employing 60% of the
world’s workforce and contributing
over 70% of global GDP24.
Given the challenges and
opportunities that lie ahead, family
businesses are in a uniquely
advantageous position, i.e. the very
concept of sustainability lies at the
heart of a family business model.
Family firms are naturally focused
on long-term value creation and
continuity, i.e. with owners seeing
themselves as custodians of the
business, with the ultimate aim being
to pass on a stronger and more
sustainable business to the next
generation.
Their primary goal is to protect a
legacy for the generations to come.
By incorporating environmental,
social, and governance (ESG) issues,
family businesses can increase
their impact across sectors and
geographies25.
Family businesses are also not
beholden to shareholders for ‘quick
returns’, nor are they under the
pressure of the quarterly reporting
cycle.

“Family businesses think
in generations, rather than
quarters”.

Family businesses also tend to be
values-led, and often more so than
public companies −values and
purpose are the glue that holds
family businesses together.
Their values embedded through
generations, and shared
commitment to contributing to
society are engrained. Looking
after their employees and local
communities, for example, has long
been part of their modus operandi,
dating back to well before formal
ESG commitments became a global
trend26. As one family business leader
summed it up27:

“ESG is not a series of
special projects. This is a
reflection of who we are
and how we choose to do
business.”
ADG with its vision of
‘entrepreneurship beyond profit’
is well positioned to advance the
sustainability agenda.
Family businesses are also in a
prime position to integrate ESG into
all areas of their business as they
are more trusted than many other
sectors. Some 67% of respondents
in the Edelman Trust Barometer’s
2020 report said they trusted family
businesses, compared to just 58%
who trust public companies—making
family businesses the most trusted
type of enterprise (governments and
the media came in last28).
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Family businesses are in a unique position
to advance the sustainability agenda

Sustainability is also likely to be a
key bond for inter-generational
bond and continuity within family
businesses, i.e. sustainability is
particularly important for the younger
generation. NextGen family members
play a vital role of pushing family
business forward in policy areas that
are essential to their legacy.

“Younger generations are
the driving force behind
sustainability and, in family
businesses, are looking for
greater responsibility. ESG
is a natural fit. Our 2019
NextGen survey found that
younger family members
saw technology as one of
the three most important
drivers of change for the
business, and 64% felt this
was the area where they
could add value.29”
Progressive and sustainable family
businesses that prioritise purpose
and continued learning are also likely
to attract the best (external) talent,
particularly the younger cohort of
employees.
Family businesses are also adept
at managing paradoxes, such as
‘business vs family’, and so are likely to
be in a better position to handle any
potential contradictions arising from
the ‘profit vs purpose’ predicament.

Finally, there is important suggestive
academic evidence that family
firms are more likely to engage in
environmentally friendly practices30.
A study, published by the Cambridge
University Press, surveyed 235
manufacturing firms from the
chemical, electronic, and information
technology industries in Taiwan to test
the hypothesis that family firms react
to stakeholder pressures differently
when making environmental
management decisions.
The study found that family firms
paid considerably more attention to
their internal stakeholders than do
non-family firms. Their findings also
complement the current discussions
on family business uniqueness.
There is certainly scope to do more
on sustainability. According to PwC’s
Family Business Survey 202131, the
majority of respondents are yet to
seize the untapped opportunities
associated with embracing the
sustainability agenda:
•

Evidently the overwhelming
majority of family business
owners are prioritising expanding
into new markets (82%) and
improving digital capabilities
(80%), whereas only 39% rank
sustainability and ESG as their top
priority.

There is also room for family
businesses to better communicate
their ESG efforts. Many family
businesses are sustainable by design,
but take that sustainability for granted
instead of using it to their advantage.
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Examples of successful sustainability
initiatives/transformations within
family businesses
Some sectors and companies have made more progress
in advancing the family business sustainability agenda

When it comes to protecting nature more
broadly, the near 300-year-old Château
Pontet-Canet vineyard in Bordeaux, France
is a good example of a traditional family
business that repurposed itself. The family
switched to biodynamic agriculture in 2004,
with an overarching philosophy of protecting
the soil rather than overworking it. They
subsequently produce less wine overall,
but, its quality now commands a premium
price. Moreover, they have become known
as institutional change agents, helping local
and US vineyard owners to make the switch
to biodynamic production32.
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Conclusion

The risks from climate change and nature
loss are indisputable, but if addressed
correctly can be turned into opportunities,
particularly for investors, and particularly
family businesses which typically have
longer time horizons.
Opportunities arise from new technologies,
new markets, and family businesses’ sense
of purpose that goes beyond financial
success. (All in line with ADG’s values)
Their focus on values, purpose, and
continuity are a cornerstone of
sustainability, so are already embedded in
the DNA of successful multi-generational
global family businesses.
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Endnotes

Meanwhile, and quantitatively
more importantly, between now
and 2050 there will have been
considerable new investment. On
the assumptions that:
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•

The world economy grows
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and 2050, at its 2009 to 2019
rate of 3%;

•
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continue at their present rate
of around 25% of its GDP; and
that

•

All new investment from
2022 onwards is ‘green
compatible’.

•

then by 2050, fully 90% of
the world’s capital would
be appropriate for the new
‘green’ world.
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