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A Framework Model for 
Sustainability-led Innovation

We can see the journey towards full sustainability as involving three dimensions which under-
pin a change in the overall approach from treating the symptoms of a problem to eventually 
working with the system in which the problem origi-
nates (Figure 4.1).

In particular, we can think of three stages in the evolu-
tion of SLI, from simple compliance and ‘doing what we 
do better’ innovation through to more radical exploration 
of new business opportunities. The third stage is all about 
system change, where signifi cant effects can be achieved 
but which rely on cooperation and co-evolution of innova-
tive solutions across a group of stakeholders.

TABLE 4.1 Examples of sustainability-led innovation

Innovation target Examples

Product/service offering Green products, design for greener manufacture and recycling, 

service models replacing consumption/ownership models

Process innovation Improved and novel manufacturing processes, lean systems 

inside the organization and across supply chain, green logistics

Position innovation Rebranding the organization as green, meeting needs of 

underserved communities (e.g. bottom of pyramid)

Paradigm innovation – 

changing business models

System-level change, multi-organization innovation, 

servitization (moving from manufacturing to service emphasis)

PEOPLETECHNOLOGYInnovation’s Focus

Firm’s View of
Itself in Relation

to Society

Extent to Which
Innovation Extends

Across the Firm

SYSTEMIC
(part of the

organizational ecosystem)

INSULAR
(focused on itself)

STAND-ALONE
(involves a single-
unit/department)

INTEGRATED
(is in the

organization’s DNA)

SUSTAINABLE
BUSINESS

FIGURE 4.1 The journey towards sustainability-led innovation

Case Study of a research project 

carried out with the Network for 

Business Sustainability, which works 

with companies like RIM, Suncor and 

Unilever and academic institutions like 

the Richard Ivey School of Business 

is available on the Innovation Portal at 

www.innovation-portal.info
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104 Part I  Entrepreneurial Goals and Context

Step 1 is Operational optimization, essentially doing what we do but better. Table 4.2 
gives some examples.

Approach

1.

OPERATIONAL
OPTIMIZATION
‘Eco-Efficiency’

Compliance, efficiency
• ‘Doing the same
   things better’

Reduces harm

Incremental improvements
to business as usual

Innovation
Objective

Innovation
Outcome

Innovation’s
Relationship
to the Firm

TABLE 4.2 Examples of paradigm innovation

Defi nition Characteristics Examples

Compliance 

with  regulations 

or optimized 

performance through 

increased effi ciency

In the stage of operational 

optimization, the organiza-

tion actively reduces its cur-

rent environmental and social 

impacts without fundamentally 

changing its business model. 

In other words, an optimizer 

innovates in order to ‘do less 

harm’. Innovations are typically 

incremental, addressing a single 

issue at a time. And they tend to 

favour the ‘technofi x’ – focusing 

on new technologies as ways to 

reduce impacts while maintaining 

business as usual. Innovation 

tends to be inward-focused in 

both development and outcome; 

at this stage, companies typically

Pollution controls

Flexible work hours/

telecommuting

Waste diversion

Shutting or consolidating 

facilities

Energy-effi cient lighting

Use of renewable energy

Reduced paper consumption

Reduced packaging

Decreased use of raw materials

Reduced use/elimination of 

 hazardous materials
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 Chapter 4  Sustainability-led Innovation 105  

2.

ORGANIZATIONAL
TRANSFORMATION
‘New Market
Opportunities’

Novel products, services
or business models
• ‘Doing good by doing
    new things’

Creates shared value

Fundamental shift in
firm purpose

Defi nition Characteristics Examples

rely on internal resources to 

innovate, and the resulting inno-

vations are company-centric: 

their intent is primarily to reduce 

costs or maximize profi ts.

Optimization of product size/

weight for shipping

Hybrid electric fl eet vehicles

Delivery boxes redesigned from 

single to multi-use

TABLE 4.2 (Continued)

Case Studies of companies like TetraPak, Volvo, Lafarge, Nokia Solutions 

and Networks (NSN) and Fairmount Hotels working in China to 

reduce greenhouse gas emissions are available on the Innovation 

Portal at www.innovation-portal.info

Video Clip of Fabian Schlage (NSN) illustrating some of these themes is 

available on the Innovation Portal at www.innovation-portal.info

Step 2 is Organizational transformation, essentially doing things differently different at 
the level of the organization. Table 4.3 gives more detail.

www.innovation-portal.infoTidd, Joe. Innovation and Entrepreneurship, Wiley Textbooks, 2015. ProQuest Ebook Central, http://ebookcentral.proquest.com/lib/momp/detail.action?docID=4946361.
Created from momp on 2018-12-27 02:16:50.

C
op

yr
ig

ht
 ©

 2
01

5.
 W

ile
y 

Te
xt

bo
ok

s.
 A

ll 
rig

ht
s 

re
se

rv
ed

.

http://www.innovation-portal.info
http://www.innovation-portal.info
http://www.innovation-portal.info


106 Part I  Entrepreneurial Goals and Context

TABLE 4.3 Organizational transformation

Defi nition Characteristics Examples

The creation of 

often disruptive 

new products 

and services by 

viewing sustain-

ability as a mar-

ket opportunity

Rather than focusing on ‘doing 

less harm’, organizational trans-

formers believe their organization 

can benefi t fi nancially from ‘doing 

good’. They see opportunities to 

serve new markets with novel, 

sustainable products, or they 

are new entrants with business 

models predicated on creating 

value by lifting people out of 

poverty or producing renewable 

energy. Organizational trans-

formers may focus less on creating 

products and more on delivering 

services, which often have a lower 

environmental impact. They often 

produce innovations that are both 

technological and sociotechni-

cal – designed to improve quality 

of life for people inside or outside 

the fi rm. Transformers are still 

primarily internally focused in 

that they see their organization 

as an independent fi gure in the 

economy. However, they do work 

up and down the value chain and 

collaborate closely with external 

stakeholders. The move from 

operational optimization to organ-

izational transformation requires a 

radical shift in mindset from doing 

things better to doing new things

Disruptive new products that 

change consumption habits (e.g. a 

camp stove that turns any biomass 

into a hyper-effi cient) heat source 

whose sales subsidize cheaper 

models distributed in developing 

countries

Disruptive new products that benefi t 

people (e.g. CT scanners that are 

portable, durable and have minimum 

functionality – making them af-

fordable and useful for health care 

providers in developing countries)

Replacing products with services (e.g. 

leasing and maintaining carpets over 

a prescribed lifetime rather than sell-

ing them)

Introducing car- and bike-sharing 

services in urban centres to reduce 

pollution caused by individual car 

ownership while increasing overall 

mobility

Replacing physical services with 

electronic services (e.g. reducing 

paper consumption by delivering bills 

electronically rather than by mail)

Services with social benefi ts (e.g. 

a smartphone app that rewards 

people with coupons for local mer-

chants when they make charitable 

donations)

Sustainability-led Innovation within Philips

Philips is a Dutch multinational company, founded in 1891 and now operating in over 100 
countries and employing 118 000 people. It has a long-standing commitment to sustainability 

INNOVATION IN ACTION 4.3
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 Chapter 4  Sustainability-led Innovation 107  

principles, for example in the early 20th century Philips’ employees benefi ted from schools, hous-
ing and pension schemes. It has also been a key actor in several international sustainability initia-
tives; back in the early 1970s, Philips participated in the Club of Rome’s ‘The Limits to Growth’ 
dialogue and in 1974 the fi rst corporate environmental function was established. In 1992, it was 
one of 29 multinational companies participating in the World Council for Sustainable Business 
Development which developed ‘Vision 2050’ – a roadmap for future development towards a 
more sustainable position.

Its own ‘EcoVision’ programmes were fi rst launched in 1998, setting corporate sustainabil-
ity-related targets and the fi rst green innovation targets were introduced in 2007, in EcoVision4. 
In parallel, in 2003, the Philips Environmental Report (fi rst published in 1999) was extended into 
a Sustainability Report and in 2009 this was integrated into the Philips Annual Report, signalling 
the full embedding of sustainability in Philips’ business practices.

Philips EcoVision5 programme for 2010–2015 establishes concrete targets for sustainable 
innovation:

• To bring care to 500 million people.
• To improve the energy effi ciency of our overall portfolio by 50%.
• To double the amount of recycled materials in our products as well as to double the collection 

and recycling of Philips products.

Like many other long-lived companies, Philips has adjusted its innovation approach several 
times, anticipating major changes in society. In recent decades, this has resulted in the opening of 
an Experience Lab in Eindhoven and the extension of the traditional technology-driven product-
creation process towards end-user driven innovation. ‘Open innovation’ has also changed its way 
of working: in the late 1990s, the former Research Laboratories were transformed into a vibrant 
High Tech Campus, now hosting over 80 non-Philips business entities. During the last decade, its 
focus was ‘inside-out’ based on teaming up, incubation and spin-outs and the emphasis is now 
on co-creating sustainable systems solutions.

With the launch of EcoVision4 Philips introduced a target on green innovation, spending a 
total of €1 billion on developing green products and processes. These are defi ned as offering sig-
nifi cant environmental improvements in one or more ‘Green Key Focal Areas’: energy effi ciency, 
packaging, hazardous substances, packaging, weight, recycling and disposal and lifetime reliabil-
ity. In 2010, green products accounted for 37.5% of the Philips sales. The target for 2015 is 50%.

For example, the Consumer Lifestyle division recently launched the fi rst cradle-to-cradle in-
spired products, such as the Performer EnergyCare vacuum cleaner, 50% made from post-industrial 
plastics and 25% from bio-based plastics. It is extremely energy-effi cient, but it earns its designa-
tions as a green product primarily because it scores so highly in the focal area of recycling.

Another example is the award-winning Canova LED TV. This high-performance LED TV 
consumes 60% less power than its predecessor. Even the remote control is effi cient: it’s powered 
by solar energy. In addition, the TV is completely free of PVC and brominated fl ame retardants, 
and 60% of the aluminium used in the set is recycled.

(continued)
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108 Part I  Entrepreneurial Goals and Context

Step 3 is systems building, essentially changing the system, coevolving solutions with different 
stakeholders to create new and sustainable alternatives. Table 4.4 explores this in more detail.

3.

SYSTEMS
BUILDING
‘Societal Change’

Novel products, services or
business models that are
impossible to achieve alone
• ‘Doing good by doing new
  things with others’

Creates net positive impact

Extends beyond the firm to
drive institutional change

More information to be found at: http://www.philips.com/about/sustainability/index.page

Case Study of Natura, a Brazilian cosmetics company, which takes 

sustainability as a core foundation for its products, services and processes, 

is available on the Innovation Portal at www.innovation-portal.info

TABLE 4.4 Systems building

Defi nition Characteristics Examples

The interdepend-

ent collaborations 

between many dis-

parate organizations 

that create positive 

impacts on people 

and the planet

Systems builders perceive their 

economic activity as being part 

of society, not distinct from it. 

Individually, almost every organi-

zation is unsustainable. But 

taken as a collective, systems 

can sustain each other. Systems

Industrial symbiosis: Disparate 

organizations cooperate to create 

a ‘circular economy’ in which 

one fi rm’s waste is another’s 

resources (e.g. a construction 

company uses other companies’ 

glass waste: the synergies lead
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 Chapter 4  Sustainability-led Innovation 109  

TABLE 4.4 (Continued)

Case Studies of Green supply chains, Desso and other organizations 

which are attempting to innovate across their supply networks 

and move towards a systems level approach are available on 

the Innovation Portal at www.innovation-portal.info

Case Study outlining a total design approach to construction, 

Green Buildings, is available on the Innovation Portal at 

www.innovation-portal.info

Defi nition Characteristics Examples

builders extend their thinking 

beyond the boundaries of the 

organization to include partners 

in previously unrelated areas or 

industries. Because the concept 

of systems building refl ects an 

unconventional economic para-

digm, very few organizations or 

industries occupy this realm

The move from organizational 

transformation to systems build-

ing requires another radical shift 

in mindset – this time from doing 

new things and serving new mar-

kets to thinking beyond the fi rm

to environmental and economic 

benefi ts for all)

B Corporations: conceived in the 

United States but now existing in 

dozens of countries worldwide, 

B Corporations are organizations 

legally obliged to deliver societal 

benefi ts. Well-known examples 

include ice-cream producer Ben 

& Jerry’s, e-commerce platform 

Etsy and cleaning product manu-

facturers Method and Seventh 

Generation

An Environmental Innovation Network for IKEA

The catalogue of IKEA has one of the world’s highest circulations, with a print run of more 
than 100 million per year, needing 50 000 tonnes of high-quality paper each year. However, 
in the 1990s there were growing environmental concerns about the discharge of chlorinated 
compounds from the processes used to create the relatively high-quality paper used in such 

INNOVATION IN ACTION 4.4

(continued)
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110 Part I  Entrepreneurial Goals and Context

promotional materials, as well as the more general issue of paper recycling. In response to these 
concerns, in 1992 IKEA introduced two new goals for the production of its catalogue: to be printed 
on paper that was totally chlorine-free (TCF) and to include a high proportion of recycled paper.

However, these goals demanded signifi cant innovation. No such paper product existed at 
the time, and the dominant industry suppliers believed that it would be impossible to combine 
chlorine-free materials with high levels of recycled pulp. To achieve the necessary paper bright-
ness for catalogue printing, a minimum of 50% chlorine-dioxide-bleached pulp had been used. 
Chlorine had been used for 50 years as the bleaching agent for high-quality paper. Moreover, the 
high-quality paper used for such catalogues consisted of a very thin paper base, which is coated 
with clay, which makes the insertion of recycled fi bre very diffi cult. The manager of R&D at 
Svenska Cellulosa Aktiebolaget (SCA), one of Europe’s largest producers of high-quality paper, 
argued that ‘the high-quality demands and the large volume of fi lling substances is the main 
reason that it is neither realistic nor necessary to use recycled fi bre’. SCA reinforced this view 
with the decision to build a new SKr2.4 billion (£200 million) plant to produce conventional 
high-quality coated paper. At that time SCA was not a supplier to IKEA.

In Sweden, the paper manufacturer Aspa worked with the chemical fi rm Eka Nobel to de-
velop an environmentally acceptable bleaching process with less damaging discharges, but this 
was still based on chlorine dioxide and failed to achieve the necessary brightness for use in 
high-quality paper, and was marketed as ‘semi-bleached’. Following customer demand for a true 
TCF product, including a request from Greenpeace for TCF paper for production of its newsletter, 
Aspa was forced to develop a stable product with secure supplies. At this stage the pulp and fi bre 
company Södra Cell became involved, and identifi ed the need to reach full brightness to create 
a broader market for TCF paper. Södra worked with the German company Kværner to develop 
an alternative but equally effective bleaching process, and Kværner established a research project 
on ozone bleaching with Lenzing and Stora Billerud. The ozone bleaching process was adapted 
from an established process for water purifi cation with the help of AGA Gas. However, the use 
of ozone in place of chlorine for bleaching required the quality of the pulpwood to be improved, 
so the harvesting system had to be changed to ensure that wood was better sorted and available 
within weeks of harvesting. To improve the brightness and strength of the paper, the impurities in 
the pulp from de-inked recycled paper had to be reduced, which required a new washing process. 
The changes in the chemistry of the pulp subsequently reduced the strength of the paper, which 
required changes in the paper production process. The printing processes had to be adapted to the 
characteristics of the new paper. Initially, Södra Cell supplied the new product to SCA through its 
relationship with Aspa, but also to the Italian paper producer Burgo, which provided the paper 
for the IKEA catalogue.

Thus, the organization evolved be-
yond a simple industrial supply relation-
ship to an innovation network including 
customers, printers, paper manufac-
turers, pulp and fi bre producers, for-
estry companies, research institutes 
and environmental lobby groups across 

Video Clip of an interview with 

Michael Pitts of the UK’s Technology 

Strategy Board on the challenges 

of sustainability-led innovation is 

available on the Innovation Portal at 

www.innovation-portal.info
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