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Look a little closer, and of course the 
situation is very different.  Though I’m 
writing with an old-fashioned pen and paper, 
smartphones are ubiquitous and laptops 
are more common than newspapers at 
neighbouring tables.  Almost every shop 
has gone, replaced by cafés, restaurants 
and other purveyors of services rather than 
goods. The ‘milk’ in my cup is made from 
oats, and in front of me an electric car is 
charging silently.  

These changes aren’t just effecting high 
streets – they are rippling through companies 
and industries, communities and countries.  
The increments are barely noticeable day 
by day, and so it’s all too easy to overlook 
dramatic developments that emerge over the 
space of just a couple of years.  

In truth, our world has changed 
dramatically.  And, if you think the 
innovations of the last twenty years have 
been bracing, just wait until you see what 

unfolds over the next decade. Indeed, the 
future is already here, right in front of you.  
The technological developments which made 
this possible commenced decades ago, 
scale economies are beginning to bite, and 
the consumer adoption s-curves are leaping 
upwards.

What lies ahead will be truly breathtaking, 
as parallel revolutions are ripping through the 
most fundamental aspects of our lives and 
our businesses. 

Change is everywhere, yet often lurks invisible.  Sitting at my local café, it’s 

obvious that interior design has evolved over the last twenty years – and 

traffic lights too – but superficially the other shifts are tiny. The trees have 

grown noticeably, and the occasional new building has sprung up, but the 

streetscape remains thoroughly familiar. 

October 2021: GM set to hit 100% 
renewable energy milestone in 2025].  

September 2016: GM commits to 
100% renewable energy by 2050

2021: UK (population 67m) to ban 
single-use plastic cutlery, plates and 
polystyrene cups in a ‘war on plastic’

2018: Vanuatu (population 307,000) 
bans single-use plastic bags, drinking 
straws and Styrofoam containers
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 Energy: The transition to renewable  
energy is now well advanced, as new 
technologies are simply materially cheaper, 
more reliable and more flexible than the 
19th century technologies they replace. 
Electricity can now be generated cost-
effectively almost anywhere, with virtually no 
marginal cost, by harnessing energy from 
the sun, wind, tides and rivers. Individuals, 
communities and companies can declare 
energy independence, as Enova Community 
Energy has helped its 10,000+ customers 
to do in Northern NSW, Australia.  More 
broadly, encouraged by the Re100 initiative, 

many of the world’s best known companies 
will transition to zero emission power within 
the next few years, if they haven’t already, 
saving plenty of money in the process.

 Transport: Electric vehicle sales are  
now beginning to accelerate dramatically.  
Every major manufacturer has confirmed  
a comprehensive line-up of EVs in its 2030 
model ranges – these are set a decade 
ahead, so are now firmly locked in.  Day 
by day, consumers are discovering the 
shockingly low cost of ‘refilling’ their cars 
and eye-wateringly low servicing bills. As 
consumer adoption increases, the pressure 
on car manufacturers to drop fossil vehicles 
will increase, due to the unattractive 
economics of maintaining dual platforms.  
Cost-effective HGV options will soon be 
available too, and are already being  
ordered in significant volumes by major 
end-users. 

 Food: Animal-free diets are now firmly 
in the consumer mainstream.  Recent 
estimates suggest that a quarter of the 
UK population is now vegetarian – and the 
figure is at least 10% for a host of other 
large, rich economies. Animal-free dairy 
brands such as Califia, Silk and Oatley 
are available in almost every store in the 
USA, the plant-based and rightly-named 
“Impossible Burger” is served everywhere 
from the fanciest restaurants to my neigh-
bourhood burger joint, and many of the 
largest food producers are investing heavily 
in animal-free products. This isn’t just in the 

West, either. A host of animal-free meat, 
fish and dairy companies are bringing new 
products to market across the Asia-Pacific, 
including Aleph Farms, Avant Meats, 
Change Foods, Shiok Meats and V2 Foods. 

 Construction: Concrete is the second 
most used substance on the planet after 
water – over four billion tonnes per year, 
or half a tonne for every human on the 
planet. Long considered one of the most 
hard-to-decarbonise parts of our global 
economy, the new LEILAC kiln technology 
from Australian company Calix makes 
decarbonisation both straightforward and 
cost-effective. In addition, iron and steel are 
critical to many construction projects. One 
of the world’s leading iron ore miners and 
exporters, Fortescue Metals, has commited 
to making its own operations carbon-free by 
2030, and to helping its customers achieve 
net zero emission by 2040.

To those who long for a return to an earlier era, 
the reality is that the rules have changed. It may 
be tough to accept, but there’s no point being 
sentimental. It’s not a phase, it’s phsyics.
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None of the above is the future. It’s the now. 
Put solar panels on your roof and a battery 
by your meter. Buy an electric car. Order an 
Impossible Burger.  They are all extraordinary 
and the implications are staggering.  To those 
who long for a return to an earlier era, the 
reality is that the rules have changed. It  
may be tough to accept, but there’s no  
point being sentimental. It’s not a phase,  
it’s phsyics.

Meanwhile, take a moment to reflect on the 
interconnections between energy, transport, 
food, and water. Along with shelter, these are 
mankind’s most basic needs.  Crops such 
as corn and sugarcane convert sunshine, 
water and CO2 into hydrocarbons, which can 
be converted into biofuels and bioplastics, 
or their sugars can be used as feedstock to 
create cell-based fats and proteins.  

In other words – and I never thought I’d 
write this – we can now grow meat and make 
protein-rich foods without the resource-
intensive factory-farming of animals, let alone 
waiting a few million years for dead trees to 
become fossil fuel.

The lessons from all this are important, 
and relevant to every business and every 
government. 

 The network economy: Every corner 
of our lives, economies and societies are 
interconnected, and they are evolving 
incredibly quickly.  To understand where 
these forces are driving, recognise that 
we’ve moved beyond the knowledge 
economy where specialisation was 
everything to the network economy,  
where the magic lies in understanding the 

connections and interactions of different 
products, services and industries.

 Systems-thinking: As you see the 
interconnections and look for the best 
opportunities for your business or 
community, you’ll recognise that there are 
rarely simple, single winner-takes-all actions 
that will unlock the prize you seek. Rather, 
what’s needed is a set of thoughtfully-
planned and co-ordinated initiatives that 
work synergistically together.  Modern 
life and modern management is messy 
and complicated, and it takes a different 
mindset to succeed.

 Collaboration: More than ever before, 
success takes collaboration. Whether it’s 
with your customers, suppliers, employees 
or the community within which you operate, 
you can no longer afford to focus slavishly 
on the short term and hope that somehow 
you can keep all the stakeholders happy 
enough as the years go past.  Longer-
term focus is now essential. As when you 
accelerate your car down the on-ramp to 
a freeway, the faster change unfolds, the 
further ahead you need to look.  

 Action: None of the above will have any 
impact at all if talk and thought aren’t 
translated into action and investment. 
Even large organisations can find this 
challenging, let alone complex ecosystems 
where numerous organisations and 
individuals need to act together in a co-
ordinated manner to achieve the desired 
end result.
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Slowly but surely, 
capitalism’s 19th century 

focus on dollars of 
profit is being replaced 

by 21st century 
understanding that 

economic performance, 
environmental impact 

and social benefit can be 
mutually supportive.  Images
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The good news is that mankind’s 
evolutionary success over the last 12,000 
years is based on precisely the skills that 
are now so essential, as our extraordinary 
communication skills enabled the 
development of logic, reason and science, 
and enabled us to plan ahead.  The bad news 
is that plenty of hard work lies ahead, not 
least thanks to the anti-science, anti-reason 
rhetoric that has become fashionable in both 
politics and the media.  

Happily, businesses and investors are now 
beginning to grapple with these risks and 
opportunities.  No matter what is broadcast 
on television or promoted via social media, 
you can’t escape the cold hard truths of 
the agronomy, chemistry and physics of the 
world in which we live.  Slowly but surely, 
capitalism’s 19th century focus on dollars 
of profit is being replaced by 21st century 
understanding that economic performance, 
environmental impact and social benefit can 
be mutually supportive.  

The big picture is we’ve already lived 
through profound change. For the first time, 
a single species has changed the entire 
planet (just google ‘anthropocene’). The 
conversations we’re having in boardrooms 
and with our families have changed. The 

companies that are winning, and the 
investors that are investing in them have 
changed. Those that really understand these 
shifts aren’t talking about green investments 
or the green economy or a greener society 
any longer. They’re simply talking about 
the intrinsic connection of our environment, 
our economy and financial system, and our 
society.  

The choice this leaves is simple: join the 
team that’s thinking differently and acting to 
build a better, more sustainable and more 
inclusive world, or be consigned to history.

Those that know us well will appreciate 
that we have thought this way for two 
decades, and that we are thrilled at how 
rapidly more inclusive, collaborative 
approaches are now taking hold.  Like 
others who have trodden a similar path, we 
know this works, and nothing excites us 
more than helping others to join the dots 
between commercial success, sustainability, 
collaboration and action.  

Nigel Lake is co-founder and Executive Chair 
of Pottinger, a global financial and strategic 
advisory business, and co-founder of ESGX, 
a global impact community.
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Latest issue from Pottinger Perspectives:

Pottinger is a global advisory firm headquartered in Sydney and New York. We combine strategic,
commercial, financial and transaction perspectives, and focus first on long term outcomes, to deliver 
commercial advice that is practical and complete. We navigate the uncertainty inherent in commercial 
decisions, helping our clients to identify value overlooked by others, and to avoid risks which others 
may not see.

Pottinger helps organisations to adapt, innovate and transform, by providing insight and advice on 
strategy and public policy matters, as well as the negotiation and execution of M&A and financing 
transactions. Our combination of strategic thinking, M&A advice and financing capabilities allow us to 
find innovative solutions to the challenges arising in industries facing dynamic change and disruption.

Our team has exceptionally broad and deep strategic advisory and transaction execution  
experience, encompassing all of the world’s top thirty countries. Examples include:

•     Advice on market entry, strategic repositioning, identification of new growth opportunities,  
spin-outs and other forms of restructuring and advice on strategic investments, using our propri-
etary Destination-led Strategy® methodology, together with analogous advice to governments on 
public policy;

•  Advice in relation to large and small-scale acquisitions, divestments and takeover responses for 
both publicly listed and private companies;

•  Capital optimisation and financing advice for large enterprises, together with advice on  
commercialisation planning, capital strategy and capital raising for emerging companies;

•  Specialist input in relation to the design, formation, restructuring, sale and dissolution of large scale 
joint ventures and partnerships; and

•  Identification and quantification of risk, by applying advanced statistical techniques to relevant data 
pools, thus simplifying decisions impacted by significant uncertainty.

Pottinger is 100% independent, owned by its employees and operates a completely conflict-free  
business model

About Pottinger

John Sheehy
CEO

Nigel Lake
Executive Chair

e john.sheehy@pottinger.com
e nigel.lake@pottinger.com

p +61 2 9225 8000
p +1 212 220 6603
w pottinger.com

 Pottinger Perspectives - June 2021  1

Impact-Adjusted  
Return on Investment

Bringing ideas, people and data together to change the world     June 2021

PERSPECT IVES

A paradigm for decision-making in the 21st century

Impact-adjusted Return on Investment
 
Almost everyone in business is familiar with the concept of return 
on capital and, particularly in financial investment circles, the notion 
of risk-adjusted return on capital.  As focus on sustainability and 
ESG accelerates, new measures are required that give proper 
consideration to non-financial factors .  This is especially important 
as traditional metrics have a propensity to focus too strongly on the 
short term, often to the detriment of overall shareholder returns.

In this important new paper, our co-founder Nigel Lake outlines his 
new concept of impact-adjusted return on capital (or impact-adjusted 
return on investment).  As the paper explores, we do not yet have all 
the tools we need to translate this concept fully into reality, but the 
scientific innovations needed are not far away.  Meanwhile, there is 
plenty that you can do now to adapt your decision-making to this 
new paradigm. 

By Nigel Lake

https://www.pottinger.com/uploads/1/9/5/1/19512909/pottinger_

perspective_-_impact-adjusted_return_on_investment.pdf

https://www.pottinger.com/uploads/1/9/5/1/19512909/pottinger_-_dawn_patrol.pdf
http://www.pottinger.com/a-frogs-christmas-wish.html

