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Abstract

:

This paper highlights the mutual relationship and crucial need for sustainability in innovation and vice versa, with a focus on various companies that are leading in this aspect. Together with certain conditions in place, growing awareness of this need has led to these companies achieving groundbreaking progress in embedding sustainability into the new product innovation space via the development of an overarching roadmap supported by strategic partnerships and robust quantitative tools, to proactively expand the sustainability mindset and way of life into the company culture and ways of working. Case studies of these companies are examined, and based on the findings, the paper concludes with recommendations and next steps for businesses to take to succeed in sustainability-centric innovation.
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1. Introduction


The 20th century has been a period of unprecedented industrial growth and societal advancement, which has led to exponential growth in energy use, natural resource depletion and a rise of varied problems relating to sustainability, especially in the environmental space [1]. In recent years, growing recognition among consumers about such negative environmental impacts has spurred both governments and companies to address these issues. This is because the demand for sustainability-focused goods and services has increased. For example, previous research published in year 2020 has indicated that 72% of Gen Z consumers are willing to spend more on a sustainably produced service, and 59% of consumers across all age groups believed that it was important that the foods they bought were consumed sustainably, an increase from 50% in 2017 [2]. In response to this trend, governments have started to impose greater environmental and social regulations on companies. For instance, in 2018, US legislation proposed an ambitious commitment to a 75% reduction in plastic statewide within 10 years, requiring all single-use packaging produced, sold and distributed in California to be fully recyclable or compostable by 2030 [3]. Moreover, in 2018, European Parliament voted on its first report of the rights of indigenous people around the world, calling their rights to be fully protected [4], while companies have begun examining inherent inefficiencies in their businesses to modify operational practices to stay relevant while meeting such regulations.



According to Deloitte [5], brands are also increasingly in the spotlight from a consumer perspective where consumers, especially millennials, are expecting businesses to operate at the highest possible standards and want explicit reassurance that what they buy is good for the planet. Digitally empowered consumers are also relying on independent, credible sources to find information on brands and products that are readily available online. Companies that are not driving this agenda often find themselves grounded in unwelcomed publicity. Considering the external pressures, this has led to the growth of an entrepreneurial and competitive sustainability movement among companies to reduce their ecological footprints [6]. In addition, the consumer mindset paints companies as the main reason behind social and environmental problems and the source of the lack of sustainability in society [7]. This means that consumers expect companies to act as main agents of change to promote and champion sustainability. Beyond leveraging the sustainability concept to improve brand reputations and operational efficiency and lower costs [8], companies also need to connect regularly with consumers regarding a brand’s purpose, consistently showing the benefits of sustainable option compared to traditional ones and ensuring that sustainability is an irresistible option [9]. However, communicating a product’s sustainable attributes must be accomplished with genuine intent and real action from the company. There is a risk of consumers falling into the trap of greenwashing, where organizations mislead consumers through false advertising by emphasizing or exaggerating green features of the products in order to attract consumers [10]. Greenwashing techniques such as vague, false and irrelevant labels are used to promote goods and services. The incentive to advertise sustainable claims has never been more attractive, as sales of “environmentally friendly” goods and services passed GBP 41 billion in the United Kingdom in 2019 [11]. Green advertising, greenwashed or not, has been shown to affect consumers’ perception of a product’s level of sustainability. There is evidence showing that even consumers with more expertise in environmental issues are not fully resistant to greenwashing advertisements, wrongly identifying greenwashed products as sustainable ones [12]. It is also suggested that consumers’ awareness of greenwashing is rather limited, as they perceive brands with green advertising to be more environmentally friendly [13]. This shows that consumers are not evaluating claims in-depth and are simply trusting the green advertising presented [14]. This shows a need for greater awareness on consumers’ end of what is considered to be genuinely sustainable, and they must know how to critically evaluate a company’s real action towards furthering the sustainability agenda. This puts responsibility on companies to communicate fairly and educate consumers about how deceptive and misleading greenwashing advertisements could be. External organizations can play a role to increase consumers’ awareness. One good example is a documentary on Netflix called “Seaspiracy”, which generated heightened consumer awareness of greenwashed fish labels. Presently, there is minimal regulation, policy and scrutiny in this space. However, this is expected to shift, with a review outcome expected in 2021 by the UK government to heighten control on greenwashing to avoid misleading consumers [11].



Apart from playing a critical role of educating consumers, the role of sustainable products should not be underestimated as it brings about environmental, social and economic benefits compared to non-sustainable options. It has encouraged companies to develop sustainable innovation portfolios, creating healthy competition for companies to accelerate the speed of innovation in the market. A review of sustainability business models showed firms that pursue first-mover advantages can gain competitive advantages, thereby improving the sustainable development goals of the firm [15,16,17,18,19,20,21,22].



Sustainability provides a performance outcome, quality image perception, input pre-emption, innovation leadership and economic scale advantage to the company [23]. Beyond such benefits, it has challenged companies to re-evaluate their end-to-end value chain to reduce their environmental and social impacts throughout. Beyond innovating for products with better sustainability credentials, companies are forced to think innovatively about the product’s end of life strategy, avoiding disposal to landfills at all costs. For example, in recent years, there has been a shift from using fossil fuel to bio-based products, which is potentially a more sustainable option as it claims to generate less waste, energy and water [24]. These raw materials are typically input to the packaging seen in our daily lives. With the rise of such alternative solutions, there needs to be a holistic circularity assessment that includes social and economic factors to assess the effectiveness of such solutions. A study conducted by Adamo, Falcone, Imbert and Morone resulted in the development of socio-economic criterion to assess various end-of-life options of bio-based plastic. In the study, it was shown that mechanical recycling is the best option for polyactic acid-based film for food packaging [25]. This could be used to guide companies to holistically assess the best end-of-life options for their sustainable packaging initiatives. Companies can also adopt similar methodologies to assess their sustainability innovation portfolios. In terms of circularity, new markets have also emerged from developments in sustainable packaging. One example is “The New Plastics Economy”, where the circular economy for plastics is being driven by multiple stakeholders in the market with rigorous targets and initiatives in place. Companies are also setting sustainable goals to launch packaging with recycled components, opening a new market of recycled and upcycled plastic. One notable sustainable innovation example came from Procter & Gamble (P&G) launching a Head and Shoulders bottle made up of ocean plastic [26]. Hence, sustainable products have played a pivotal role in educating consumers, challenging the limits of sustainable innovation while improving speed into market.



Government regulations and companies’ traditional focus on reducing energy and wastage in their operations is not enough to ensure the security, health and vitality of the natural environment for future generations. It is important to implement the concept of sustainability-centric innovation [27] whereby business innovation is successfully tied with an environmentalist mindset of natural resource protection to bring about the launch of breakthrough products and services that advance societal goals of human health, equity and environmental justice [27]. Sustainability has encouraged companies to undertake a different approach to innovating in the 21st century. It has pushed companies to adopt ambitious goals in terms of operations and innovation strategies. It has also transformed companies’ innovation models to holistically include sustainability parameters encompassing environmental, social and economic aspects. It is fundamentally necessary for companies to have a genuine intent and real action in place in order to be successful in sustainability-centric innovation and gain consumers’ trust. Furthermore, it is shown that successful companies have a sustainability champion mindset, making a difference through leveraging their networks and resources. These qualities should be reflected through a governance structure, supported by the usage of indices and collaboration with internal and external partners. Besides pushing the boundaries of innovation, it is imperative that companies embed sustainability closely into their overarching company strategy. It is not enough to merely consider sustainability-centric innovation in one aspect of the value chain, it is imperative for it to be integrated end-to-end to generate even greater payoffs and better manage risks.



To make a compelling case for companies to embed sustainability in innovation to strategically drive organic business growth [28], this paper includes various sections covering literature review, SWOT (Strengths, Weaknesses, Opportunities, Threats) analysis for selected companies, key insights and recommendations and conclusions. Section 2, the literature review, discusses current research on the relationship between sustainability and innovation, and the thesis of the need to embed sustainability in innovation. In Section 3, the SWOT analysis of selected companies, an analysis of strengths, weaknesses and threats to sustainability strategies of selected companies known to be market leaders in their own industries for sustainability-centric innovation is presented. The section also discusses opportunities for future expansion of these strategies. In Section 4, key insights and recommendations are covered. Based on Section 2 and Section 3, a SWOT summary table for selected companies with a corresponding similarities vs. differences table is provided, linking to the key insights. Consequently, a recommended process flow and high-level steps are proposed to guide companies on what they should do to develop sustainability-centric innovation in their business models. In Section 5, the conclusion will wrap up key findings and takeaways for companies in relation to sustainability-centric innovation.




2. Literature Review


2.1. Why Sustainability in Innovation


Sustainability is defined as the quality of being able to continue over a period of time, according to the Cambridge Dictionary. Innovation is defined as a new method, idea or product that has the potential to drive economic growth, improve environmental credentials and tackle social issues, as well. Sustainability innovation can be defined as “economic development through the creation of private and social wealth to ultimately eliminate harmful impacts on communities, health and ecological systems” [29]. In the context of companies, the term sustainability innovation applies to improving products, services, processes and supply chains with environmental, social and economic improvements in mind. This includes a company’s overarching sustainability strategy and goals.



Sustainability-centric innovation supported with a robust plan and data collection process, according to McKinsey, can significantly cut expenses and have a 60%impact on operating profitability. It also reduces energy and water consumption. For example, Puma’s data on the amount of water utilized and carbon emitted throughout its supply chain assisted in identifying 60% reductions in water, energy and fuel consumption [30]. By incorporating sustainability into business divisions, an organization’s chances of benefitting from its sustainability efforts are enhanced [30].



Rafi [30] also states that being sustainable is critical in appealing to new hires. Approximately 40% of millennials have accepted a job because of the firm’s sustainability efforts, and many are even willing to take a wage sacrifice to work for a firm that is environmentally conscious. As millennials now account for most of the workforce, failing to develop a long-term sustainability strategy could result in a loss of valuable talent.



Dyck and Silvestre [31] also states that growing global awareness of environmental and social crises has brought about the need for more sustainable lifestyles. Hence, as veteran scholar Kotler [32] states, it is imperative for businesses to reduce environmental degradation drastically as it poses danger to society in terms of accelerating climate change, freshwater shortages and natural resource depletions. To become sustainable, firms must make significant changes in their approach to business and Kohler calls this “environmental imperative”. For Schaltegger, Lüdeke-Freund and Hansen [33], business activities are responsible for numerous social and environmental issues, hence it is crucial for businesses to be concerned about sustainability and be accountable in addressing these. In the views of these researchers, organizations have a critical role to play in facing these crises by leveraging their vast resources to implement innovations to promote sustainable development. In addition, Charter and Clark [34] has hypothesized that increasing recognition of the link between entrepreneurship, novel products and services to sustainability-centric innovation has birthed the concept that companies should practice such a style of innovation due to their economic networks and capabilities, which would make the creation of such breakthrough products possible to further the sustainability agenda.



Hansen, Grosse-Dunker and Reichwald [35] have also noted that sustainability-centric innovation is a powerful framework promoting penetration of new customer and market segments, which adds positive value to a company’s global capital. A study conducted by Kim and Lee [36] suggests that consumer’s connection to brands and trust is positively impacted by consumer’s perceptions of sustainable supply chain practices in a company. This in turn strengthens the consumer’s intention to purchase the product and pay a premium price. Chladek [37] also states that according to a 2019 survey, 73% of worldwide customers are eager to adjust their purchase habits to reduce their negative environmental effect, and sustainable product sales have increased by nearly 20% since 2014. Millennials, in particular, are more prepared to spend a higher price for products that use sustainable materials or claim to be socially responsible. Therefore, if a company commits to environmentally friendly products and practices, it may be able to gain market share by converting environmentally conscious customers to brand-loyal ones and increase their revenue. For example, in the case of consumer products giant Unilever, they pledged to only use palm oil from verified sustainable sources since 2008. To spearhead an industry-wide use of sustainable palm oil, the company collaborated with its competitors, governments, NGOs and indigenous peoples’ organizations. The reason for using palm oil is because it is inexpensive, adaptable and a common ingredient in packaged goods, yet its extraction has resulted in unprecedented levels of greenhouse gas emissions, contributing to global warming. By securing a head start in trailblazing the use of sustainable palm oil, Unilever continues to prosper, and the world benefits from sustainable palm oil harvesting methods [37].



More importantly and interestingly, consumption of “green products”, the output of sustainability-centric innovation, has demonstrated enhancement of consumers’ enjoyment in an effect known “green consumption”. Green consumption is driven by warm glow, which is defined as feeling good about oneself after engaging in a pro-social behavior [38]. Based on five experiments conducted in actual consumption settings, Tezer and Bodur [38] has shown that consumers perceive an increase in their social worth—the extent to which they perceive themselves as valued as an individual by society (Grant and Gino, 2010) [39]—when they consume green products. This perception leads to warm glow and consequently an enhancement of consumption experiences, which suggests green consumption improves consumer well-being beyond the products’ environmental benefits. Beyond consumers, it is important to look at benefits to employees as well. Previous studies by MIT [40,41] have shown that the key pre-condition for sustainability innovation is a close connection between “individual purpose and corporate purpose” where employees understand the link between the company’s long-term interests with the betterment of society. A clear roadmap is needed for employees to recognize how sustainability fits into the company’s overarching strategy, which should be aligned with consumers’ mindset [42]. More importantly, the roadmap should send a strong message to employees that sustainability is a way of life and motivate them to make positive changes in their lifestyles in and out of work to leave behind a better world for future generations to live in.



Therein lies the challenge for companies to innovate while maintaining sustainable development, by creating real value to enhance products and services while minimizing adverse socio-environmental impacts from business activities. In fact, such innovations are incremental and difficult to achieve, as societal changes are necessary to increase market appetite for sustainable products and services [34]. This is supported by Verganti [43], who criticizes that new product development efforts are typically overwhelmed by new ideas without consideration of which ones are most valued by society from an environmental standpoint. Sustainability-centric innovation must seamlessly link the environmental tenets society holds onto with business needs to achieve radical innovations valued by society [44]. This is also asserted by Varey [45], who states that for companies to be truly sustainable, responsible marketing needs to focus on not more products and services, but better products and services.




2.2. Framework to Assess Sustainability in Innovation


For companies to get this focus right, Humphreys [46] recommends companies to study how sustainability has evolved over the years to be truly successful in driving sustainability-centric innovation. Proposing the triple bottom line (people, planet and profits) criterion for gauging the success of sustainability-centric innovation [47], Savitz emphasizes that sustainability is more than mere environmental initiatives and concludes that sustainability innovations focusing on these three principles constitute the proactive approach to sustainability-centric innovation. Adopting the concept of Sustainability Value Portfolio from Hart S. [48], companies also need to re-evaluate if there exists any overarching vision guiding the activities in the company. Companies need to assess if they have progressed through the four stages of sustainability in the Sustainability Value Portfolio, from pollution prevention to product stewardship to clean technology to sustainability vision [48]. It is important to have a balance in all portfolios to meet evolving needs and ensure that companies are not labelled as greenwashing advocates.



According to Forbes [49], 88% of survey respondents for Futerra by OnePulse would like brands to help consumers be more environmentally friendly and ethical in their daily life. Although consumers think that they can make a difference, they need more help in doing so. Beyond companies’ strong advocacy and values in sustainability, consumers demand companies to help them live their values too. In the same survey, 43% of respondents said that brands make it harder for them to be environmentally friendly and ethical in their daily lives. Brands have a key role to play in terms of innovating sustainably to ensure that consumers can purchase products that are good for the environment and society [49]. Although government policy innovations and consumer behavioral changes are crucial factors to drive sustainability change, the biggest responsibility still falls on companies as economic engines of the future to ensure a sustainable world.



In the next section, we analyze selected companies that have implemented these principles of sustainability which have catapulted them to be market leaders in the field of sustainability-centric innovation. The SWOT method is used to delve deep into the reasons for their successes and to understand the foundational principles behind their sustainable innovation frameworks which are supported by our literature review. The triple bottom line (people, planet, profit) is also used as criterion to assess the sustainability led innovations.





3. SWOT Analysis—Selected Companies


3.1. Adidas


In Adidas, sustainability is uniquely viewed as a way of life and not just catered to shareholders’ expectations. It is seen as a “team sport” where the company believes everyone—employees, consumers and communities—has a responsibility to play in contributing to sustainability, which will lead to lasting brand success for the company. This is similar to the triple bottom line approach. Adidas’s sustainability roadmap is closely linked to the United Nation’s Sustainability Development Goals (UN SDG) with clear focus and progress tracking of key performances indices (KPIs) in environmental and social sustainability. Their stellar efforts have been strongly recognized, as evidenced by Adidas’s consistent listing on the Dow Jones Sustainability Indices (DJSI) yearly since 1999 [50], where they were ranked best in class for their industry for Environmental Policy and Management Systems, Operational Eco-Efficiency and Social Reporting. In 2019, Adidas was also one of the “Global 100 Most Sustainable Corporations in the World” and was recognized in the World Economic Forum in the same year for being a sustainability leader in its industry.



3.1.1. Strengths


	
End-to-end sustainability strategy permeating product lifecycle and workplace culture






Adidas’s sustainability strategy does not merely cover the facet of business operations, but employees are also encouraged to go green with their workplace habits through various incentives and have individual sustainability goals to achieve.



For example, Adidas aims to reduce water consumption per employee by 35% against their 2008 baseline at their sites, and has also launched a Green Company initiative, which has an additional monetary car bonus to encourage employees to lower their carbon footprints by using public transportation and low-carbon vehicles [51].



In business context, the various aspects of a circular economy—closed product lifecycles, usage of renewable materials and sustainability-focused mindset in all nodes of the supply chain [52]—are covered through the company’s roadmap and various initiatives. Environment-wise, Adidas developed the Environmental Footprint Tool (EFT) for internal and external usage to calculate a monetized environmental footprint that accounts for the complete value chain from raw material production to product use and disposal. This has helped Adidas identify opportunities to reduce unnecessary water usage, energy consumption and waste at their contract manufacturing sites where they exceeded their targets per Figure 1 from their 2020 Annual Report.



Social-wise, Adidas has understood their power to enact positive social change on global communities, through human rights championing initiatives and fighting against modern slavery. Since 1997, Adidas has implemented a comprehensive human rights and labor program and engaged with their contract manufacturers to protect workers’ human rights in terms of working hours, health and safety and fair wages. Their commitment in this area has been robust, evidenced by ongoing and external accreditation their social compliance programs by the Fair Labor Association (FLA) and maintaining their seat on the Advisory Council for the Centre for Sports and Human Rights.



The creation of this holistic strategy across each node of the supply chain and by empowering employees to own the sustainability agenda, Adidas has risen to be best in class in the sports industry for embedding sustainability into the core of their business.



	
Recognizing environmental sustainability as a “team sport” through partnerships with entrepreneurial and non-governmental organizations (NGOs)






Adidas has understood the value of incubators and partnerships with niche start-ups and NGOs to pursue breakthrough new product strategies and designs [53]. Such organizations often have been spearheading the creation of entrepreneurial innovation products, which are designed aiming to reduce regulatory registration complexities and reduce adverse ecological and health impacts for the end-user. Through these supply chain collaborations, Adidas has stretched their creative thinking and experimented with new product ideas while driving the sustainability agenda [30].



For example, Adidas has partnered with Parley, an NGO championing protection of our oceans, to create the Ultra Boost shoe series. This was the world’s first shoe to be made from marine plastic waste and it brought about a sustainability revolution in the sports and fashion worlds. Working with the constraint of using reclaimed marine plastic waste [50], Adidas designers were challenged to think out of the box and achieved a breakthrough in bringing together three of Adidas’s pinnacle running technologies—Boost, Torsion and Continental [54]. In the fashion world, the shoe had a high lifestyle appeal with its sleek design, toned-down color palette in contrast to neon and bright colors typical of performance sneakers, on top of its unrivalled comfort [55]. Together with the sustainability hype generated, it is considered as the shoe of choice by prominent celebrities, such as Jessica Alba and Kendall Jenner.




3.1.2. Weaknesses


	
Sustainability innovations are focused on narrow product range (footwear only)






Adidas’s key sustainability product innovations—the Ultra Boost and Futurecraft Loop—are purely footwear, as compared to their biggest competitor Nike. This is due to Adidas’s narrow brand portfolio consisting of only the Adidas and Reebok brands, which limits their product offerings in the sportswear and sports accessories sector. On the other hand, Nike has diversified its portfolio through its acquisition of niche brands such as Umbro, a leading football brand, and Hurley, a youth sports lifestyle footwear, apparel and accessories brand [56]. Despite Umbro being sold off in 2012, broadening their portfolio has helped Nike gain competitive advantage over Adidas in growing core competencies to bring about sustainability product innovations across a wider range of products. This is evidenced through Nike leveraging their Flyknit sustainable shoe technology and incorporating it into sports apparel to achieve torso-to-toe innovation, creating the Nike Vapor Kits with AeroSwift Technology for national football players in 2014 [57]. Nike claims that the apparel kit is able to wick sweat from the skin 20% faster and drying 25% faster than recent football kits at that time [57]. The texturized yarn used is also made using recycled polyester that is 10% lighter with 50% more stretch than current kits of that time. It was also woven using a precision knitting process, which Nike claims produces 60% less waste than traditional cut-and-sew methods for their Flyknit product range. This example clearly reflects how Nike has leveraged sustainability innovations in their footwear to achieve breakthroughs in another product segment due to robust core competencies across a wide range of side brands.




3.1.3. Opportunities


	
Empowering the consumer to do more in contributing to social sustainability, besides environmental-wise






Adidas could extend frameworks of their well-established environmental sustainability initiatives and link them to their human rights and modern slavery initiatives to empower consumers to contribute to social sustainability via ethical fashion initiatives. With growing knowledge among consumers regarding manufacturing practices in general, consumers are more willing to spend on products that are ethically manufactured. Dickson [58] and Shen et al. [59] went further to suggest that “consumers who have sufficient knowledge about the workings of the fashion industry are more willing to support and reward ethical business practices through their purchase”. Adidas could ride on this trend and carve a unique brand name as a social sustainability advocate. For example, Adidas could leverage on its current Run for the Oceans initiative—instead of doing the same iteration yearly whereby each dollar raised for each kilometer run by the public are used to support ocean plastic reduction initiatives, unique yearly editions could be established to support Adidas’s various partnerships with human rights organizations (e.g., Fair Labor Association). The funds could potentially be used to fund targeted trainings and textile worker capacity building initiatives to ensure workers have freedom of speech and are free from debt bondage [60]. This would create a strong sense of social responsibility in consumers which could positively impact their buying behavior [61] and perhaps even convert new consumers to brand-loyal ones—many consumers have reported they would switch to brands that are socially more responsible [62,63].




3.1.4. Threats


	
Intense competition from peers who are also establishing similar sustainability frameworks as Adidas






Adidas’s competitors—Nike, New Balance and Under Armor—have similar sustainability-centric innovation roadmaps focusing on environmental and social sustainability. There are elements of water, waste and energy reduction in the environmental side, a focus on human rights under the social sustainability umbrella and marketing heavily focused on sustainability-centric product engineering innovations (e.g., Nike’s Flyknit, New Balance’s Fresh Foam Hierro) across these companies. Even though Adidas is currently leading in this field in the sports industry, it should not rest on its laurels and focus resources on achieving greater progress in the social sustainability side. Based on external critics such as Good on You [64], Adidas should focus on ensuring its contract manufacturing workers are guaranteed living wages. The Foul Play report by the Clean Clothes Campaign and Collectif Ethique sur l’Etiquette highlights the significant gap between sponsorship funds for popular athletes and the share of the final prices of its sports goods which are being paid to these workers. It claims that the latter has dropped 30% compared to the 1990s, and based on the Asia Floor Wage calculation, most workers are living at the poverty line [65]. Hence, critics have called for concrete and swift steps to tackle this issue and this is an area Adidas could work in to turn a threat into a strength should they become the pioneer in achieving significant progress in this aspect.





3.2. L’Oréal


Achieving sustainability in an industry well-known for its heavy use of plastics and chemicals is no mean feat—L’Oréal’s effectiveness requires tackling the challenge head on with its aggressive commitments for 2030 in the environment, social and economic space. L’Oréal believes that sustainability innovation is at the core of its business to develop beauty products according to its sustainability program “Sharing Beauty with All” through tackling each stage of a product’s development [66].



L’Oréal has shown good performance in its sustainability indices. It was awarded with a triple A score on its efforts to mitigate climate change, protect forests and safeguard water security by Carbon Disclosure Project (CDP), and it obtained an overall score of 81/100 in the environment, social and governance parameters under Refinitiv’s Environmental, Social, and Governance (ESG) scoring. If we look deeper into each of the parameters in Refinitiv’s ESG scoring, L’Oréal scores high in the social aspect at 87/100, where its strategy contains components of human rights, product responsibility, workforce and community. However, from the environment perspective, it scores 75/100, where the innovation metric is at 37/100.



Assessing L’Oréal’s sustainability portfolio, there is great progress in terms of pollution prevention as most material issues in the cosmetics industry revolve around plastic pollution. Hence, efforts are pursued to reduce single-use plastics and plastic waste. This is evident in the move towards designs of larger or refillable packaging, enabling L’Oréal to save 5000 tons of materials between 2017 to 2018. In terms of product stewardship, L’Oréal heavily emphasizes the circular economy and designs for the environment. In 2017, L’Oréal launched 10% recycled glass and 44% reduced weight packaging for Vichy’s Aqualia Thermal Cream. L’Oréal also launched clean technologies by co-founding a consortium with Carblos to encourage the industrialization of enzymatic bio-recycling technology. In addition, the company partnered with Albea to produce the first carton-based cosmetic tube and collaborated with Quantiz to launch the Sustainable Packaging Initiative for Cosmetics (SPICE) and its sustainability vision L’Oréal For the Future, where the latter outlines the company’s sustainability commitments for 2030 which encompass environment, social and economic targets. A deep dive into L’Oréal’s sustainability innovation framework and use of quantitative tools is discussed in its SWOT analysis.



3.2.1. Strengths


	
Integrated end-to-end sustainability strategy






L’Oréal has an integrated end-to-end sustainability strategy. This includes initiatives such as green chemistry and carbon neutral manufacturing powered by renewable energy and sustainable packaging innovations. To further improve its sustainability credentials in the innovation space and circular economy, L’Oréal also developed a tool called SPOT (Sustainable Product Optimization Tool) to enable project teams working on innovation to focus on driving sustainability improvements in product launches. To date, there have been great achievements attained: 85% of new or renovated products in 2019 have an improved environmental or social profile, 54% of new or renovated products have an improved environmental profile and lower environmental footprint through new formulae, 78% of new or renovated products have an improved environmental profile due to packaging with a lower environmental footprint. Taking the social aspect into a deeper level, L’Oréal also launched another program called “Solidarity Sourcing” where social inclusion is heavily emphasized and deployed for every type of purchase, benefitting a total of 56,842 women, people with disabilities and disadvantaged communities.



	
Well-known strong portfolio of brand






L’Oréal has strong consumer presence, with many renowned brands worldwide. As a beauty giant, it can bring about greater consumer awareness of sustainable consumption, L’Oréal’s brands drove key initiatives, such as Biotherm, advocating protection of the oceans through its Mission Blue and Tara Expeditions. Furthermore, in 2018, L’Oréal launched the “Let’s recycle in beauty” campaign in France to support collection of cosmetic product packaging which reduces the of waste sent to landfill, closing the loop and promoting a circular economy concept. Personal Care and Beauty Brigade sponsored the initiative, wherein support is provided to raise awareness and educate members of the public, with packaging collection and shipment to their Terra Cycle facility [67].



	
Backed by strong research






L’Oréal is backed by strong research. A green chemistry concept is integrated into L’Oréal’s innovation model, where chemists invent high-performance and environmentally friendly molecules for its products. Eco-design is guided by a set of indicators capturing the atom economy, waste per kilogram generated in the manufactured product, carbon content and environmental risk generated to provide visibility of the improvement of every product launch. One key example is Pro-Xylene, a sawdust-derived sugar with anti-ageing properties. The chemists continued to explore the sugar chemistry family and subsequently developed the Rhamnose, carrageenan and C-glycosides line [68]. To note, 59% of products created by L’Oréal in 2019 have an improved environmental profile attributed to the new formula, which uses sustainably sourced materials, or were manufactured using green chemistry.




3.2.2. Weaknesses


	
The need to innovate due to rapidly changing consumer preference






The cosmetic industry is very dynamic in nature, in that products are required to evolve in a rapid manner due to changing consumer preferences in a short span of time. This means L’Oréal needs to innovate quickly to change the ingredients, packaging or features of its product to keep up with consumer demand. Coupled with high competition, L’Oréal needs to ensure that the products it launches meet sustainability principles covering the environmental, economic and social aspects. For example, many of L’Oréal’s products comes in liquid form, requiring a lot of packaging; this would require re-imagining the product in solid form to reduce the need for plastic packaging. This would also require a complete product revamp, which includes its packaging and its supply chain to improve the company’s sustainability credentials. With constantly evolving consumer demand, product attributes and supply chains, L’Oréal could be limited by its data recency and successful quantification methods, which may not always be accurate in measuring the real sustainable impact of their products.




3.2.3. Opportunities


	
Sustainable products have strong growths projection with opportunity to influence both environmental and social aspects






From a sustainability innovation perspective, there is a strong demand for organic product in the beauty industry, with an extremely attractive Compound Annual Growth Rate (CAGR) of 9.5% from 2015–2025, according to Capital Mind. With rising consumer awareness of health and safety, there is a rising demand for chemical-free products, which includes a greater understanding of the harmful effects of various ingredients. As a beauty giant, L’Oréal has an opportunity to educate consumers on the ingredients that goes into the products manufactured through campaigns to promote social causes. This is especially so in a non-highly regulated industry on what is defined as organic as well as transparency in ingredients composition. The US cosmetics regulations has not been updated since 1938, and terminology such as “natural” is not clearly defined without any consistent or quantifiable standards. Beyond formulae, there is also opportunity to further innovate in products, ingredients and packaging space to further improve sustainability credentials. Moreover, there is also opportunity to partner with industry players to influence policy making in the industry and extend partnerships with the community to further social and environmental improvements. This includes partnering with research institutions and academia to further improve the sustainability credentials of its products.



In terms of social sustainability, diversity and inclusion are also key in the agenda, with beauty giants such as L’Oréal ranking in the top 10 of the Refinitiv Diversity and Inclusion Index. There is further opportunity to promote diversity by including models with Down syndrome for L’Oréal. Pioneering models such as Madeline Stuart in the Paris fashion week and Ellie Goldstein for Gucci’s mascara have paved ways for normalizing Down syndrome [69]. Organizations can trailblaze and challenge the status quo, which is critical to driving social change.




3.2.4. Threats


	
Strong competition on sustainability innovation front with challenges osustainable ingredients






With increasing pressure from competition and consumer demands to provide innovative and sustainable beauty solution, L’Oréal needs to introduce sustainable product offerings to stay relevant. In the personal care beauty market, L’Oréal is facing stiff competition from groundbreaking companies such as Lush, with 85% of its products being vegan and using minimal packaging. Moreover, sustainable plant-based ingredients such as jojoba oil and rosehip oil are facing supply constraints and sourcing challenges. There is also the issue of transparency and traceability, with challenges in tracing ingredients’ origin accurately to ensure they are as environmentally and socially sustainable as claimed.



While L’Oréal is a market leader on the sustainability front with clear sustainability vision it desires to achieve by 2030, it needs to be agile in responding to customer needs, demands and trends from a sustainability innovation perspective. L’Oréal has a huge opportunity to develop innovative solutions in sustainable ingredients, packaging and manufacturing through its strong research and development, external partnerships and collaboration with consumers. This would in turn boost its Refinitiv’s innovation score under the environment section. It is important to exercise caution from rising competitors, traceability and environmental risks in terms of ingredient sourcing.





3.3. Johnson & Johnson (J&J)


J&J is the world’s largest healthcare company with sustainability at its core; they believe that the greatest impact can be achieved by leveraging the strength of their people, expertise and partnerships. J&J’s sustainability focus dates back even in early 1970s where it is reflected in their credo that it is their responsibility to “protect environmental and natural resources”. J&J’s sustainability roadmap, named Health for Humanity, aims to build a world where healthy people thrive in healthy communities on a healthy planet, which is similar to the triple bottom baseline (people, planet, profits) mentioned in the literature review. In addition, similar to Adidas, J&J aligned the roadmap’s deliverables to specific UN SDGs (SDGs 3, 5 and 17, namely good health and well-being, gender equality and global partnerships for sustainable development respectively) [70], in which J&J has unique expertise, to create a healthier and more equitable world. The strong commitments by J&J in sustainability-centric innovation has earned the company the Energy Star Partner of the Year Award in 2019 for demonstrating energy-efficient best practices, and a spot on the CDP A List for its efforts to spearhead climate change efforts in 2018 [71].



3.3.1. Strengths


	
Usage of quantitative tools to clearly govern end-to-end project management process of sustainability-centric product innovations






Echoing L’Oréal’s SPOT, J&J has also developed a similar program and supporting tool named Earthwards and GAIA, since 2009 and 2010, respectively, to achieve one of its goals under its Health for Humanity 2020 Program, where new and existing products representing 20% of total revenue should achieve in-house recognition for sustainable innovation improvements [72].



Earthwards is a unique program dedicated to empowering employees to design more sustainable products and brainstorm innovative improvements by integrating sustainable design solutions into the product innovation process. Employees are pushed to think critically about the type of materials used, where they are sourced from and what happens to the product after usage. Based on initial responses, product teams then pass each potential product through a lifecycle assessment (LCA) covering the entire product life cycle. It starts from the impact brought about by research and development of materials and products to the end-of-life stage, typically concerning the recyclability of the products and efforts to partner with consumers on product phase-out [73]. From the assessment results, product teams select stages with the highest potential impact to brainstorm focused improvements [73].



J&J has also expanded Earthwards by creating an Earthwards recognition label to celebrate breakthrough achievements for the most broadly improved products. The company invites external experts to evaluate their products across impact areas of material, water, energy, packaging, waste, social and innovation, and if the product demonstrates significant improvements in at least three of these areas, the recognition is awarded. It is a comprehensive program successfully embedding a sustainable way of life in the J&J continuous improvement framework, while strengthening corporate culture through recognizing and celebrating breakthrough achievements made by employees, which in turn makes them feel proud and empowered that the work they do makes a difference in reducing environmental footprints.



To support fulfilment of its Health for Humanity goal, Robert Predale, Director of Environmental Product Stewardship at J&J Consumer Division, developed a patented tool named Global Aquatic Ingredient Assessment (GAIA) [74]. It is a user-friendly tool built to evaluate the environmental impact of product formulations when its ingredients enter the aquatic ecosystem, through measurement of their biodegradability, bioaccumulation profile in certain animal species and toxicities. These three parameters are converted into a weighted score from 0 to 100, wherein 100 represents a highly biodegradable ingredient gentle on the environment. GAIA is also linked to the Earthwards recognition system, wherein a consumer product can achieve significant improvements in one out of the minimum three areas needed should its formulation earn a score of 80 or higher. Hence, using quantitative project management and formulation frameworks, J&J has accelerated its innovation cycle lead time—in 2010, there were only three Earthwards-recognized products; by 2016, there were 93; and by 2017, more than 290 improvements were made across the different nodes [75].




3.3.2. Weaknesses


	
Expanding scope of partnerships with contract manufacturers within current programs






J&J’s engagement with suppliers is limited to its Sustainability Procurement Program (SPP) and its Supplier Diversity and Inclusion (D&I) program. While the SPP is moving in the right direction by holding its suppliers accountable for their environmental, human rights and health and safety performances, it is mainly focused on audits with little mention of specific corrective actions or collaborative initiatives undertaken by J&J to improve supplier performance in these areas based on the audit findings. Based on the positive testimonies of selected suppliers in its 2019 Annual Report, J&J could model these actions based on the proactive and impactful work achieved with their suppliers in maintenance and improvement of product quality. J&J has developed tools (Technical Assessments, Supplier Quality Excellence in Execution Tool, Robust Process Framework, Supplier Quality Academy) in partnership with suppliers to support them in managing, measuring and improving product quality. Hence, J&J could take their SPP program a step further through deeper supplier collaboration to put in place robust frameworks to govern and progress supplier performance.



In addition, J&J’s D&I program is focused in Australia, Canada, South Africa, America and the United Kingdom, which are mostly developed countries. J&J could leverage on these established networks and learnings through D&I initiatives to further expand them into the Asia Pacific (APAC) region. Asia contains the greatest diversity of traditions, races, cultural heritage and political systems (Cooke and Kim, 2018). There is also an added challenge of managing sexual and gender topics in the workplace due to traditional societal perceptions towards women and sexual orientations. Laws on these topics are also not well-enforced and are vague compared to other regions [76]. Therefore, there is a strong business case and opportunity for J&J to broaden D&I improvements in APAC.




3.3.3. Opportunities


	
Expansion of packaging recycling plans to reduce product lifecycle impact






As identified in J&J’s 2019 Annual Report, resources need to be allocated to implement short and long-term actions to commit to its Consumer Health 100% recyclability commitment through designing for recyclability and investing in recycling infrastructure to address hard-to-recycle formats such as tubes and films. This is a strategic direction to move in, as supported by research. Via statistical analysis [77], consumers were made to select desirable packaging based on a series of attributes and it was found that the top three characteristics were high convenience, package type and sustainability. For the latter, there was a particular focus on how recyclable the packaging was. Glass and bioplastic containers were rated most sustainable, while plastic bags, containers and tubes were rated as least sustainable. This shows that returnability and packaging material are the two key factors consumers use to judge the level of packaging sustainability, according to van Dam [78]. Another interesting finding in this same study is that although plastic was considered least sustainable by consumers, the implementation of a monetary-based return system improved consumer perception of environmental friendliness due to improved recyclability. Hence, J&J could consider implementation of large-scale return systems globally across a wider range of products—the opportunity is huge, considering that packaging accounts for 40% of global plastic usage [79].




3.3.4. Threats


	
Long-term presence of COVID-19 with limited focus on supporting frontline workers globally






While J&J has made significant progress in rolling out monetary and human resources to support procurement of meals, personal protective equipment (PPE), mental healthcare and trainings for frontline healthcare workers amidst COVID-19, most initiatives and partnerships are concentrated in America. However, with COVID-19 being a global pandemic, it has stretched many healthcare systems beyond the supportable level [80,81], with WHO calling out the significantly high physical and mental burdens on frontline workers and pressing for immediate actions to tackle these issues (WHO, 2020). Besides having an increased risk of infection [82], frontline workers have reported symptoms of post-traumatic stress, burnout, depression and anxiety even after a pandemic is over [83]. As COVID-19 is a prolonged crisis, it is vital to safeguard the well-being of frontline workers [84]. There is thus a pressing need and opportunity for J&J to leverage their networks to partner healthcare organizations in other countries to scale up current resources, which will further broaden and strengthen their sustainability pillar of providing “Better Health for All”.





3.4. Procter & Gamble (P&G)


During Earth Week in 2018, P&G launched its “Ambition 2030”, embracing sustainability-centric innovation as a force for good and growth [85]. One of its key focus is “Brands making a positive impact”, with 100% of its key brands aiming to enable and inspire responsible consumption [86]; each of P&G’s brands has its own sustainable innovation goals to achieve its target by 2030 under the “Brand 2030” campaign. This includes both environmental goals such as reducing emissions as well as proactively collaborating with communities through its sourcing policy, along with efforts toward social causes.



In terms of the sustainability index, P&G attained an overall score of 73/100 in the Refinitiv ESG score. However, in terms of innovation, P&G obtained a 99/100 scoring. P&G’s CDP scores for 2020 were B for both climate and water. It is working with CDP to improve its scores and performance.



Assessing P&G’s sustainability portfolio, there is a focus on pollution prevention through improving existing manufacturing facilities to reduce energy, carbon dioxide emissions, water usage and waste disposal. In its Mehoopany, Pennsylvania, plant, a heat recovery system is used to reclaim energy to power twelve thousand households annually. On product stewardship, P&G uses the Life Cycle Assessment [87] to comprehensively understand the environmental footprint at every stage of the supply chain, finding opportunities to improve the social and environmental footprints of their products. This has led to breakthrough innovation, ranging from laundry concentrate to water efficient detergent and mops. On the clean technology front, P&G built sustainable facilities using industry knowledge combined with a proprietary 77-point process to evaluate material sustainability elements of water, materials, systems and lighting. This has resulted in an efficient manufacturing process with a 96.12% yield [88]. In terms of sustainability vision, a deep dive into the P&G sustainability innovation space and its usage of quantitative tools is discussed in its SWOT analysis.



3.4.1. Strengths


	
Clear sustainability vision, program and target for each of its product






P&G has a clear sustainability vision, rigorous program and target for each of its products. This is unique to P&G, where sustainability innovation is measured and expected at a product level where the norm is typically at a company-wide level. P&G also takes a scientific approach in delivering sustainable innovation using a Life Cycle Assessment, considering the environmental footprint of a product throughout its life cycle. Taking the example of its leader brand, Pampers, it introduced a program called “7 Acts for Good” with the following integrated goals to achieve by 2030 on its sustainable innovation front. On its raw material front, Pampers aims to innovate towards better diapering solutions with 30% less diapering materials used per baby over their diapering period with the same dryness performance level. Closing the loop, this product innovation will coincide with launching three recycling facilities to process diapers and wipes by 2021 [89]. In Italy, P&G has partnered with a healthcare group Angelini to avoid landfill disposal of dirty diapers by upscaling them into plastic bottle caps and cellulose-based clothing materials [90]. From a social aspect, Pampers is leading a partnership with UNICEF to eliminate diseases such as maternal and neonatal tetanus in 25 countries as of March 2019. Beyond Pampers, there are many great innovations that P&G have launched to market which have set the precedence for the consumer goods industry.



	
Strong commitment to innovation—sustainability






P&G has a strong commitment to innovation where it invests heavily in research and development, spending nearly USD 2 billion annually, approximately 50% more than its closest competitor [91]. This is evident from the numerous recognition and awards obtained on the sustainability front, one example is “2017 Momentum for Change Lighthouse Award”, for being the first company to launch a packaging innovation using ocean plastic for its recyclable shampoo bottles. Its innovation of Tide Purclean laundry detergent was recognized as the product of the year in 2018 with credentials such as being made with 100% renewable energy, plant-based materials and dye-free, with performance as powerful as regular Tide. Considering water as a scarce resource, Swiffer WetJet launched a new variant that saves more than 70 gallons of water per year compared to a normal mop and bucket [86]. To repurpose waste and avoid landfills, P&G partnered with award-winning HolyGrail innovation which enhances performance at its material sorting and recycling facilities. The impact that P&G has is huge due to its sheer scale of 300 brands globally and accessibility in more than 180 countries. Its novel approach in integrating sustainable innovation into its brand strategy has led to numerous launches of pioneering sustainable products. It led teams to work cross-functionally towards the same goal of improving the sustainability credentials in each of its products and create better versions than before. With this approach, P&G remains one of the world’s most innovative companies [92].




3.4.2. Weaknesses


	
More could be done to improve sustainability performance of its products






Despite the award-winning sustainable innovations that P&G has delivered, more could be done from an environmental and social performance point of view to P&G’s existing product line, such as its tree-to-toilet pipeline tissue products—Charmin, Bounty and Puffs. All these products are made with 100% virgin forest, sourced from boreal forests. Not only does this destroy carbon-dense forests on the planet, but it is also robbing indigenous communities their homes and threatening species within the forests [93]. This has earned P&G an F grade for all of its tissue products, compared to competitors that are switching to recycled content or sustainable alternative fibers which have reduced climate impact. Despite its campaigns “It’s Our Home” with announced targets such as “carbon neutrality by 2030”, P&G faced huge criticisms because of its continued use of boreal forests and investments in protection carbon sinks as a way of offsetting their carbon emissions. Moreover, P&G does not measure its Scope 3 emissions, defined by the Environmental Protection Agency (EPA) as value chain emissions in both upstream and downstream of an organization’s activities [94]. It refers to the entire cradle-to-grave lifecycle of a product which encompasses its sourcing, carbon impacts of logging and product usage at home. There needs to be a plan to improve both environmental and social impacts of P&G’s product lines to remain consistent with its sustainable vision.




3.4.3. Opportunities


	
Customer-focused insights and reframing sustainability challenges as opportunities for sustainability innovation






Brands need to be comfortable in leading customers on sustainability. As famously positioned by Marks & Spencer’s Former CEO, Stuart Rose: “If you wait for customers to tell you that you need to do something, you are too late. Good business leaders should be half a step ahead of what customers want” [95]. This is an opportunity for many companies to focus on consumer insights. P&G utilized the following insight: “72% of people want to be more environmentally conscious at home but more than half don’t make sustainable choices as often as they would like, citing barriers including not knowing how (30%) and feeling it is too complicated or overwhelming to do so (24%) [96]”. On top of providing sustainable products such as Tide Cold Water, P&G also influences consumer behavior through advertisements, encouraging them to make more sustainable choices at home to empower the next generation. Moreover, sustainability challenges in terms of environmental and social aspects continue to plague our society, and these are areas in which companies can play an active role to tackle these challenges through finding synergies with sustainable innovation.




3.4.4. Threats


	
Cost of implementing real change and scalability






The scale of transformation required to implement sustainable change and innovation in a company is huge but must be executed in line with regulatory and consumer pressures. Sustainability innovation promises cost savings in the long term when improvements in products, processes or technology are employed [97]. While companies backed by strong funding can cover the initial cost of innovating sustainably, this is not a luxury for all. Moreover, implementing real change in sustainability goes beyond internal production as well as the cradle-to-grave approach; partnering with communities to ensure social aspect is also considered when sourcing the materials. Beyond research and development, scalability in production remains a challenge. For instance, in P&G, demands for bio-based materials have paved the way for building an infrastructure for manufacturing bio-materials which is not as large, efficient or optimized as synthetic-based products [98]. This remains a threat to most consumer goods companies on a journey towards implementing sustainability innovation in the respective companies.



P&G has trailblazed on the sustainability innovation front to produce products such as Tide Purclean Laundry Detergent, Head and Shoulders 25% Plastic Ocean Bottle and Cascade Platinum ActionPacs. This is also contributed to by its rigorous program and targets for each of its products, utilizing scientific tools such as Life Cycle Assessment as a quantification method. However, more can be done in terms of its contentious products such as tissues as well as in terms of full disclosure and accountability towards Scope 3 carbon emissions. Despite cost and scalability threats in implementing sustainability innovation, consumer demands, regulatory pressures and internal sustainability targets should drive P&G towards sustainable innovation. Moreover, the sheer amount of sustainability challenges presents a huge platform for sustainable innovation and this could be further leveraged through consumer insights.






4. Key Insights


Table 1 shows a summary of the Strengths, Weaknesses, Opportunities and Threats (SWOT) in terms of sustainability strategies of selected companies known to be market leaders in their own industries for sustainability-centric innovation.



The SWOT analysis of the selected companies shows similarities and differences that could be derived as key insights across the industry which will guide companies in future sustainability innovation.



Figure 2 illustrates how companies can achieve sustainability-centric innovation and bring positive environmental, economic, and social impact. For companies to be successful in sustainability-centric innovation, it is fundamentally necessary for companies to have the following qualities:




	
Having genuine intent to improve sustainability of environments and communities;



	
Having a sustainability champion mindset: companies should believe in their capabilities to make a difference through leveraging their networks and resources.








These qualities should be reflected through:




	
Governance








Companies should establish a governance council to craft a sustainability roadmap using the triple bottom baseline principles. A roadmap is crucial to govern a company’s sustainability goals and directions. It should address all nodes of its supply chain, end-to-end, and encompass the end-user experience to generate high payoffs and build strong consumer relationships. It should have a strong and relatable motif to engage and encourage employees to make sustainability a way of life, in and out of work. Tapping into the collective strength, creativity and capability of a company’s employees across all functions is vital to bring innovation to greater heights and ensure long-term success in sustainability-centric innovation.



The roadmap should also be managed by the council, and the council should be accountable for milestone tracking through continuous engagement with stakeholders. The council must be transparent in sustainability reporting when they are invited by external think-tanks to disclose information. A high level of transparency and accountability in the governance structure reflects genuine intent of furthering the sustainability agenda to consumers.



	2.

	
Indices/tools







For accurate progress and results to track and report, companies should invest in internal talent and research and development (R&D) to create quantitative tools/indices to manage sustainability projects and innovations end-to-end, with consistently clear direction and progress. Companies can take this a step further by seeking accreditation from external think-tanks to validate the tool’s credibility, which will strengthen consumer trust in their sustainability initiatives.



	3.

	
External partnerships







Finally, companies should be open to investing a significant amount of financial and human resources with strong corporate endorsement, and open to look beyond its internal capabilities to attract talents and build partnerships with specialist organizations. This will help companies to expand its horizon of thinking in terms of sustainability-centric innovation and generate breakthrough solutions to roadblocks faced in sustainability initiatives and even birth out new initiatives, which may be the first of its kind to propel companies to become sustainability leaders in their own field.



Upon studying these global companies leading sustainable innovation performance in their respective industries, there are common themes, approaches and learnings that can be derived.



Sustainability has encouraged companies to undertake a different approach to innovating in the 21st century. It has transformed companies’ innovation models to include sustainability parameters and ambitious goals. Take the example of P&G’s “Brand 2030” vision. It sets goals where “100% of our leadership brands will inspire responsible consumption”, “reduce our use of virgin plastic in packaging by 50%” and “refill and reuse more bottles” [99]. Research from Harvard Business Review has shown that sustainability is key to organizational success and technological innovations that positively impact the top-line returns and bottom-line costs [100]. It has enabled companies to push the traditional boundaries of what is possible for innovation. This is exemplified by how Adidas has made breakthrough innovation—Ultra Boost, a line of shoes made from marine plastic. Not only is this a novel innovation, but it also helps to raise an awareness of the pressing problem of non-sustainability in our society.



Besides pushing boundaries in innovation, it is imperative that companies embed sustainability into their overarching strategy. A Boston Consulting Group (BCG) report accentuates this importance by encouraging leaders to reimagine corporate strategy to ensure the future of the company, environment and society [101]. This appears in the how businesses optimize environmental, social and financial values through creating differentiation. These differences are embedded into their products and services, grounded by reimagined and streamlined business models. This is evident through the P&G Ambition 2030, which embeds sustainability goals into its brand strategy through its Brand 2030 vision, setting key goals to progress further in the field of sustainability-centric innovation. Ranked as the global leader in corporate sustainability by GlobeScan and the SustainAbility compiled annual survey, Unilever started their journey back in 2011 when the Unilever Sustainable Living Plan was first launched, and their work changed the world. This was observed through the impacts made from empowering women, supporting sustainable farming, improving health and protecting forests. Over the span of 9 years, agriculture that is sustainably sourced increased tremendously from 14% to 62% [102]. However, Unilever acknowledges that there is more to do and has progressively challenged themselves to more stringent and relevant targets along the way, recently launching a new set of measures and commitments in June 2020. These measures include reaching net zero emissions by 2039 by setting up a system for suppliers to declare the carbon footprint of their goods and services in every invoice. Embedding sustainability closely into a company’s corporate strategy, close tracking of progress and continuously challenging one’s ambitions are signs of companies showing great leadership in the sustainability space.



It is not enough to merely consider sustainability-centric innovation in one aspect of the value chain; it is imperative for it to be integrated end-to-end to generate even greater payoffs and better manage risks [103]. Tackling sustainability challenges in silo only through substitution efforts may lead to rising financial, social and environmental costs that may not be sustainable in the long term. All the above-mentioned companies have re-thought their supply chain end-to-end, from sourcing all the way to how the consumers interact with and dispose of their products, and this has contributed to their sustained success in the realm of sustainability-centric innovation.



To further enhance companies’ performance and gain public trust, it is important to employ relevant tools to enhance transparency and visibility [103]. L’Oréal developed a quantitative tool SPOT to quantify its operational impacts at each value chain to understand its current baseline, innovation and improvement impacts and provide transparency in measurements to stakeholders. There are other relevant tools that are typically used and effectively provide visibility such as life cycle assessments [104], and carbon and energy footprint analysis to understand one’s impact. This gives confidence to the public that companies are launching products that are better versions than before, which benefit environments and societies.



Beyond internal focus, these companies have acknowledged the fact that they are not able to tackle challenges and achieve great innovations alone. Support is needed from external partners to further their performance and progress, to unlock new potential and achieve greater heights [103]. The case studies have shown that sustainability is responsible for driving technological and organizational innovations to yield bottom- and top-line returns. Due to added constraints to ensure processes are environmentally friendly, this helps companies maximize their inputs (especially in manufacturing), and the cost savings in turn enable companies to explore other innovation ideas such as creating new businesses or better products to capture market share [105].



Most importantly, sustainability-centric innovation has enabled employees of these companies to see the entire value chain end-to-end and improve cross-functional understanding. When looking for environmental efficiencies, thinking beyond a function’s existing domain, partners and overall procedures will become second nature to employees, nurturing a working environment where ideation becomes valuable and comprehensive.




5. Conclusions


It is imperative in the current evolution of business that new products and innovations will be the key drivers for growth for any organization. With the onset of COVID-19, it is also clear from the emerging trends that consumers are tending towards sustainability, whether in the form of changes in diet to vegetarian or the use of renewable sources of packaging. From the above two, it follows that unless organizations stay focused on embedding sustainability concepts in their innovations that are used to attract consumers and grow the business, they will perish. Companies must truly understand what consumers want and need, inspire, inform, build trust and continue to innovate and invest in sustainability.



This is also supported by findings from BCG’s Investor Pulse Check, where 51% of investors considered it important to pursue ESG considerations in their investment strategy [106]. This forces companies to rethink their sustainability strategies to secure finances in the future. Globally, coalitions, partnerships and funding are established to achieve the United Nations Sustainable Development Goals (SDG), which are a set of 17 interlinked goals designed to achieve a better and sustainable future for all. Companies that are willing to step up to this could secure funding from organizations, such as Google Global Impact Awards and Bloomberg Philanthropy, and reduce costs through waste hierarchy principles, where a cradle-to-grave approach is potentially used to find innovative use of recycled products.



Sustainability innovation is a powerful framework promoting penetration of new customer and market segments that add positive value to a company’s global capital. Innovations provide a direct and quick signal to the consumers that their intrinsic concerns are being addressed and that the organization whose products they consume resonate with their thought processes, thereby promoting mutual appreciation and business growth. Consumer preferences are changing and there is a need to incorporate sustainability elements into products. While fixing the past will take time and energy, getting sustainable innovations right the first time serves a greater purpose. All leading companies that have followed suit are starting to see the success in a subtle way, and that is the essence of this change. To stay relevant, agile and competitive in the current evolution of business, it is crucial for companies to put sustainability-centric innovation at the heart of business operations and culture.



Despite the strong demand for sustainability in products and innovation by consumers, there is a difference between consumer perception and purchases. A positive consumer perception does not necessarily translate into a consumer purchase. According to Halverson, consumer perception refers to what consumers think about the products or services of an organization [10]. This could be defined as a consumer’s levels of trust, awareness and effectiveness in differentiating one product from another. According to Stokes, consumers have positive perceptions towards green advertising if there is no potentially deceptive information [14]. Once deception is identified by consumers, this would leave an indelible and negative impact on a company’s reputation and integrity. Therefore, companies should communicate their sustainability claims about product innovation, practices and accolades only if they are genuine. Although consumers perceive companies focused on sustainably produced products to be better than those not, according to a Harvard Business Review, only 26% do purchase those sustainable products [9]. This socially responsible and ethical decision to purchase products that bring positive change and reduce harmful effects on environmental and social aspects is referred to as green purchase behavior [107]. A study from Jong, Harkink and Berth shows that the green purchases of consumers increase only when companies demonstrate a real and genuine interest in the protection of the environment [108]. In order to enhance consumer perception and green purchasing behavior, a company should be genuine in its efforts to improve the ESG factors in its end-to-end value chain and sustainable innovation. This continued effort would also enable a more cost-competitive sustainable option for consumers to purchase. Hence, beyond leveraging the sustainability concept to improve brand reputations, operational efficiency and lower costs [8], companies also need to communicate regularly to connect with consumers on a brand’s purpose, consistently showing benefits of sustainable options compared to traditional ones and ensuring that sustainability is an irresistible option [9].



Quantitative methodologies are also important, as observed from the case studies. These serve as guiding principles to assess the ESG impact of products throughout product lifecycles. With this baseline in mind, it helps companies to understand materiality, and the results also serve as a benchmark to further improve sustainability credentials in their products and supply chains. Companies that have used such methodologies to guide their innovation processes have been able to clearly quantify the environmental, social and economic impacts of their products. Beyond that, the knowledge of such methodologies also increases awareness among consumers of the sustainability topic, leading to increased marketability and profitability of sustainability-marketed products. Internally, sustainability-centric innovation grounded by such methodologies has shown to significantly cut expenses and improve operating profitability, which eventually benefits a company’s overall financials.



Given the strong case for sustainability-centric innovation as illustrated by the case studies—benefits of high business competitiveness, increased profitability and strong brand reputations internally and externally—the concluding recommendation is for companies that have not incorporated sustainability into their business operations to take action now and tap into the synergistic relationship between sustainability and innovation through the creation of a roadmap governed by a sustainability council. This should be supported by robust quantitative tools, strategic partnerships with external partners and development capabilities of employees who are committed to driving the sustainability-centric innovation agenda. Should companies get this structure right, and with the presence of such characteristics in their business operations, they will be able to “learn, adapt and lead change” [109].
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Figure 1. Adidas’ Progress in Reducing Unnecessary Water Usage, Energy Consumption and Waste. 
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Figure 2. From sustainability-centric innovation to triple bottom baseline principles. 
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Table 1. SWOT summary for selected companies’ sustainability strategies.
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Strengths

	
Weakness




	
Adidas




	
End-to-end sustainability strategy permeating product lifecycle and workplace culture

	
Sustainability innovations are focused on narrow product range (footwear only)




	
Recognizing environmental sustainability as a “team sport” through partnerships with entrepreneurial and non-governmental organizations (NGOs)

	




	
L’Oréal




	
Integrated end-to-end sustainability strategy

	
The need to innovate due to rapidly changing consumer preference




	
Well-known strong portfolio of brand

	




	
Backed by strong research

	




	
Johnson & Johnson (J&J)




	
Usage of quantitative tools to clearly govern end-to-end project management process of sustainability-centric product innovations

	
Expanding scope of partnerships with contract manufacturers within current programs




	
Procter & Gamble (P&G)




	
Clear sustainability vision, program and target for each of its product

	
More could be done to improve sustainability performance of its products




	
Strong commitment to sustainability innovation

	




	
Opportunities

	
Threats




	
Adidas




	
Empowering the consumer to do more in contributing to social sustainability, besides environmental-wise

	
Intense competition from peers who are also establishing similar sustainability frameworks as Adidas




	
L’Oréal




	
Sustainable products have strong growths projection with opportunity to influence both environmental and social aspects

	
Strong competition on sustainability innovation front with challenges on sustainable ingredients




	
Johnson & Johnson (J&J)




	
Expansion of packaging recycling plans to reduce product lifecycle impact

	
Long-term presence of COVID-19 with limited focus on supporting frontline workers globally




	
Procter & Gamble (P&G)




	
Customer-focused insights and reframing sustainability challenges as opportunities for sustainability innovation

	
Cost of implementing real change and scalability
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