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Why Sustainability
Is Now the Key
Driver of

Innovation

by Ram Nidumolu, C.K. Prahalad,
and M.R. Rangaswami

envirtonment-friendly they become, the mare the
will erede their competitiveness, They believe it
Jadd Lo costs and will not deliver immeadiate finan-
nefits,
Falk long encugh to CEOs, particulaily in the United
States ar Eurape, and their concerns will pour out: Mak-
ng our operalions sustainable and developing “areen”
products places us at a disadvantage vis-a-vis rivals in
developing countries that dor't face the same pres-
;:ﬁl.'ll'Es suppliers can’t provide green inputs or trans-
parency; sustairable manulacturing will demand new
?ﬁiﬁ{pmenl and processes; and customers will nol pay
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mors for eco-friendly products duriog a 1ecession.
That's why most executives treat the need to become
sustainahle as a corporale social responsibility, di
vorced from business ehjectives.

Mot surprisicgly, the fight o save the planet has
turned infto a pitched battle between governments and
companies, between companies and consumer achvists,
and sometimes hetween conswmer activists and gov-
ernments, It resembles a three-legged race, i which
vou move furward will: e two untied legs but the tied
third lez halds you hack. One solulion, moeoted by
policy expeits and environmental setivists, is more and
increasingly tougher regulation. They argue Lhat volun-
tary acton is unlikely to be enough, Another group
suggests educaling and organizing consumers so that
they will force businesses to hecome suslainable.
Although bolh legislation and education are neces-
sary, they may not be able ta solve the prablem guickly
oi cotnpletely,

Executives hehave as though they have to choose
batween the largelv social henefits of developing sus-
tainable producls or provesses and the Anancial casts of
doing so. Bt that's simply not true. We've been studwv-
ing the suslainability initdadves of 30 laxge corporations
for some time. Our mesearch shows that sustainability is
a mother lode of orpanizational and technological inno-
vationsthat yield hoth bottom-line and top-line returns,
Becoming environment-frizndly lowers costs because
companies end up reducing the inputs they use, In ad-
dition, the process generates acditional revenues {rom
Deller procucts or enables companies to create now
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 |deain Brief

VWhen companies pursye |
sustainaciiy, {ts dsuatly to
‘demuonstrate thal Uwy are
socally respansible, ey ex-
pect that the endaavor will add
ta their gasts, delivar oo inme-
thiate Fnancial benetez, and
- fuite possibly erods Thalr come

technologies, procasses, and
business rm:-u-zia By couating
sustainalitity with innovation
today, enterprises san ay the
groundwork that will put them -
in the lead whan the receasion
engs. Nidumelu, Prahalad;

and Rahgamrm v fe el

patitivensss. Mesnwhile, polisy  that companies on H'I'BJOIJ PRI
makers anrl activiets argue that. rustalﬂahll,!t\,rgu thraugh

it will take tougher regulat ons.  fie distinet stages uf change:
and edunated, orpanized con- () viswing compliance ag
suTers bo force businessesto QPPorunin; £33 eking
adopt susteinable practices. vakue chains sustainable;
Rut, say the authors, the quest.  {3) designing sustanakls
for susteinabillty can unearths  products and sarvices;
muther Inde of a-panizationsl {4) cevaloping new business
‘and technolegieal invavasions rbdels; and {5} créating

that yield bath tog line and
bottom -ting ratu-ns. That guast

next-nractics platfurms. The
authors cutling the chalenges

has already begua o transtorm.  thateach stage entails 2nd
the competitive landscape, a8 the capabiliti=: needed
samipanies redesign products, o tackls tham,

businesses. In fact, because those are the goals of cor-
porate innovation, we find that smart companies now
treat sustainability as novalion's new frontier.
Indeed. the quest for sustainability is already starting
to transform the competitive landscape, which will force
ompanies to change the way they think about products,
technalogies, processes, and business models. The key
to progress, particularly in limes of economic crisis, is
inmowvation. Tust as same internet companies survived
the bust in 2000 to challenge incumbents, so, o, will
sustainable corporations emerge from today’s recession
o upset the status quo. By treating sustainability as
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a goal today, carly movers will develop competencies
that tivals will be hard-pressed to match. That com-
petitive advantage will stand them i gond stead, e~
canse sustainability will abways be an integral part of
development.

[ isn't going tohe easy. Eaterprises that have started
the journey, our study shows. 20 through five distinet
stages of change. They face different challengas al each
stage and must develop new capabililies to tackle them,
a5 we will show in the following pages. Mapping fhe
road ahead will save companies time—and that could
be critical, because the clock is ficking.

Stage 1: Viewing compliance as Opportunity

The first sieps companes must take on the long march
to sustainability usually arise from the law. Compliznce
is complicated: prvironmental regulations vaty by
country, by state of region, and evet 0y city, (In 2007
Ean Francisco banned supermarkets from tsing plastic
hages at checkoul; San Diego stilk hasn't,) In addition to
legal standards, enterprises fecl pressuted Lo ahide by
yoluntary codes— generdl ones, such as the Greenhouse
cas Protocal, and spctor-specilic ones, guch as the
Forast Stewardship Council code and the Electronic
Product Fovironmental Assessment Tool- that non-
gnvemmental ARENCICS and industry groups have
drawn up over the past two decades. These standards
are more stringent than most countries’ laws, particu-
larly when they apply to o nss-porder trada.
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