CHAPTER NINE

Striving for
Environmental
Sustainability

Another way to make a dilference is to solve one of the biggest
global issues of our times: environmental sustainability. Many
companies have nol slarted to think seriously aboul making
their processes friendlier to the environment. Some compa-
nies felt the pressure and scrutiny and knew they had to do
something belore being spotied and publicly embarrassed by
environmentalists. At the other end were a few companies
that felt that they could take advantage ol this public in-
terest by aggressively markeling green-related products and
services,

THE THREE ACTORS IN SUSTAINING
THE ENYIRONMENT

We will present three cases of larger companies that have
created big impacts on the environment—albeit each in dif-
ferent ways. From these three cases—DuPonti, Wal-Mart,
and Timberland—we can distinguish three roles that compa-
nies can adopt to protect Mother Nature—the Innovator, the
Invesior, or the Propagator,
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The Innovator: DuPont Case

DuPont, the science company that has existed for more than
two centuries., has dramatically transformed itself from be-
ing the worst U1.5. polluler to one ol its greenesi corporations
today.! The inventor of nylon, Dacron, Lucite, Kevlar, Corian,
Tyvek, Teflon, and polymer chemistry that would change hu-
man lives lorever was also the creator ol chlorofluorocarbon
(CFC) to which the hole in the ozone layer above Antarctica
can be atlributed. However, today, the company is one ol the
main drivers of the U.S. Climate Action Partnership (USCAP),
which has requested legislation thatl obliges corporations to
apply lower-cost methods that will reduce the greenhouse
gas emissions of their businesses. Within DuPont itself, gas
emissions have been reduced by 72 percent from 1990 to
2003 and the goal is lor a [urther reduction of 15 percent
by 2015.

In addition lo its pollution reduction success, DuPonl is
integrating sustainability as both its operations obligation and
its core business model. What is most inspiring is that $5 bil-
lion of its $29 billion in revenue comes [rom sustainable prod-
ucts: products made from environmentally-friendly sources
and products that save energy. DuPont has ingrained the mis-
sion not only to slow down environmental problems by ad-
dressing harmful operations within the company but also to
create products that will stop further harm rom being done to
the planet. As noted by one of DuPont's executives, "My team
knows that when they walk into miy office with an idea about
a new product, it'd better have a reduced environmental foot-
print, or they can walk right out. Because [if it doesn’t] I'm not
listening!”

DuPont is an example of the environmental Innovaior, The
Innovator invents/innovates products that have the poten-
tial to save the environment, not products that simply do not
harm nature and are environmental-friendly, These products
reverse the damage done and do not damage the environ-
ment in either their production process or in their disposal,
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Innovators go beyond incremental innovation to develop dis-
ruptive innovation, Hart and Milstein label incremental inno-
vation as an attribute in strategies for greening and disruptive
or discontinuous innovation as a component in strategies for
beyond greening.?

DuPont illustrates the Innovator’s role because of its con-
stant exploration of technologies to create new and better
products. It constantly repositions itsell to align with the
changing needs and themes of the world. When the power
ol nations was once defined by guns and weapons in the early
1800s, DuPont was a gunpowder and explosives manufac-
turer. And then in the late 1800s, when war began to incorpo-
rate biological warfare and the strongest country possessed
the best scientists and discoverles, DuPont transformed it-
sell into a chemical company producing synthetic materials,
A century and more later when global warming and cries from
environmentalists set in, DuPont underwent its second dras-
tic transformation to become a company that locuses on sus-
tainability by producing energy-saving products,

DuPont has created several products that may potentially
reverse some damage done to the environment. One of its
products, Tyvek, can be used in new ways to improve energy
efficieney. DuPont's biofuel unit is working to make corn yield
more ethanol, finding a cheaper way to produce higher-energy
cellulosic ethanol, and partnering with BP on a new el called
bio-butanol, a high-energy luel thal works in loday's engines.
The company has also applied Kevlar, the substance used for
bulletproof vests, in fuel-efficient planes.

The Innovator has the scientific capability to contribute to
the environmenlt in a way that the Investor or Propagator lack,
The innovations produce major impacis on the environment
because they are used globally in a long-term manner. Usu-
ally, these products take years and even decades of research
and an infinite low of invesimenis. Just as with any inven-
tion or innovatlion project, the results are not certain, Hence,
the Innovator usually takes great risks when embarking on a
major research project.



156 APPLICATION

Innovators are usually from the chemical/bio-
technology fenergy /high-tech  industries because these
capabilities are needed Lo invent and produce such products.
Like Chad Hoelliday of DuPont. GE's Jeff Immelt is also
embracing the green movemenl. He drives the company's
efforts to develop everything from energy-saving lisht bulbs to
desalination technology that improves clean water capacity.®
Other companies thal are playing an innovator role include
Toyota with its hybrid cars, Dow Chemical and its biotech-
nology investments, and Empress La Moderna, a booming
life-sciences company focusing on “green chemistry” research
to find biological substitutes for symthetic chemicals,

For the Innovators, innovating for sustainable. en-
vironment-saving products forms the core of their raison
d'etre. Thal becomes the mission. The Innovator embraces
what Walley and Whitehead stated in their Harvard Business
Review article, “It's Not Easy Being Green™: “Being green...is
a catalyst for innovation.”

The Investor: Wal-Mart Case

There is also a change occwrring in the world's largest re-
Lailer, Wal-Mart.® Known in the past for its oblivious attitude
toward societal and environmental concerns, Wal-Mart has
never rated high as a good corporate citizen. Wal-Mart was
often eriticized [or its low wages and ils [requent ignorance of
environment issues. Robert Greenwald created a film entitled,
Wal-Mart: The High Cost of Low Price. In that movie, there is
a section highlighting the commentary of one veteran activist
who said that she had never come across a corporation as
ignorant as Wal-Mart. Even when it cost Wal-Mart millions
of dollars in fines for its environmental abuse, the company
continued Lo appear ignorant,

About 8 percent of consumers discontinued their regu-
lar shopping visit to Wal-Mart stores because they perceived
the company negatively, according to a leaked McKinsey sur-
vey. In an attempt to ward off excessive negative publicity and
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finally address environmental issues, Wal-Mart proclaimed in
2005 that it would become a good sleward of the environment,
Wal-Mart's [ormer CEO, Scolt Lee, announced in his “21st
Century Leadership” speech that Wal-Mart would spend hun-
dreds of millions of dollars to redesign ils business model with
fuel-efficient processes and good waste management. With
this new design, he expected greater efficiency gains to cover
the costs.

To achieve this objective, Wal-Mart built green super-
centers and introduced green labeled products in its slores,
Given its slze, Wal-Mart had become the largest retailer of or-
ganic milk and sustainable fish in the world in approximately
just one year. Wal-Mari had also leveraged ils sirong bargain-
ing position to force suppliers to find more efficient packaging
and processes.

Many are excited about Wal-Mart's ambitious plans be-
cause a small transformation in one of the biggest compa-
nies in the world means a big change. The changes have also
improved its PR as critics now have more favorable views on
Wal-Marl's approach lo social responsibilily. However, many
critics still say that Wal-Mart, whose classic tagline "Always
Low Prices,” drives its business model to only care about
costs. Today. the tagline reads "Save money. Live better.” But
many see Wal-Mart's move to save the environment as being
chieflly performed for sellish economic goals—to save energy,
save costs, and increase revenue lrom increasing demand lor
green products,

By definition, the Investor is someone who “puts [money]
to use, by purchase or expenditure, in something offering po-
tential profitable returns, as inlerest, income, or appreciation
in value.”® Although this description may hint at being some-
what negative, especially in the context of giving something
back to Mother Nature and not taking more, we do nol mean
for the Investor to be contributing less than the Innovator,

Investors are companies and individuals that finance re-
search projects [usually by Innovators) in external compa-
nies or their own companies. For example, Wal-Mart invested
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500 million in 2005 so that its stores can use less energy.
its trucks emit less poisonous gas, and so on.” Just like
an Investor, Wal-Mart has calculated the costs and benefits
and risks prior to its investment. Others belonging to the
group of Investors are Goldman Sachs and Hewlell-Packard.
Some manufacturers are also starting to invest to reduce
their factories’ gas emissions, reduce use of energy from their
stores/computers, and so on.

The Investor will not take big risks in environmental ef-
forts like the Innovalor because the green business is not
its core business mission. However, lnvestors share the vi-
sion of a greener and sustainable world. Besides seeking
financial returns. the Investor also seeks returns in other
areas—improvement in image, increase in brand value, avoid-
ance of more pressure from environmental organizations, and
selling green products to meet market demand, just to name a
few. While Investors are not directly in the product innovation
business, they make a major contribution by lending financial
resources to support environmentally friendly projects.

The Propagator: Timberland Case

In contrast Lo Wal-Mart, Timberland is one of the most re-
spected companies by all stakeholders. The global leader in
the design. engineering, and marketing of premium-quality
footwear, apparel, and accessories for consumers who value
the outdoors, it believes in “doing well by doing good.” It
has not only been an environmmentally-friendly company, but
has erealed awareness about the environment among com-
munities all over the world. It is especially known for its
consistency in performing environmentally-friendly activities
even Lthrough business down cycles.

In the production and promotion of ils shoes, Timber-
land adheres strictly to a green business model. It uses recy-
cled and nonchemical materials extensively in energy-efficient
manufacturing processes. Inspired by the nutrition facts on
food labels, it has introduced a “nutrition label” on each
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pair of shoes. The label provides consumers details "about
the product they are purchasing, including where il was
manufactured, how it was produced, and its effect on the
environment."®

Timberland is very much focused on giving back to the
communities in which it operates. With programs such as
the Path of Service, Service Sabbalicals, Earth Day, and Serv-
a-palocza, Timberland aims to help underprivileged commu-
nities as well as to promote its trademark values, including
that of protecting the environment. Under the Path ol Service
program, Timberland employees have contributed over half a
million hours of service around the world. That commitment
has helped hundreds of community organizations in dozens
of cities. Many of Timberland's activities involve protecting
the environment. During Earth Day, for instance, Timberland
planted a tree for each consumer who spent $150 on Timber-
land products.” Timberland has also done internal marketing
activities such as providing incentives to emplovees to pur-
chase hybrid cars.

The Propagalor is usually a smaller size company in a
non-chemical /biotechnology fenergy fhigh-tech industry. The
core differentiation usually lies in its green business model,
which turns ils inlernal values into external competitive ad-
vantage. The Propagator's mission, other than business, is
to create awareness among user groups, employvees, and the
public about the importance of protecting the environment. It
forms the critical mass or the support system that will pur-
chase the products sold by the Innovator and which will sup-
port and appreciate the positive contribution of the Investor.
Most importantly, Propagators seek Lo creale environmental
ambassadors by spreading the values of protecting the earth
to emplovees and consumers.

The common strategy used to create environmental am-
bassadors is to create awareness in communities. Timberland
illustrates the role of the Propagator best. Timberland seeks
to inform, inspire, and engage. This is rellecled clearly on its
web site at www.timberlandserve.com.
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Another strategy is bringing attention to the environment
through its products. Timberland's new initiative—what it
calls a nuiritional label for shoes and boots—is an example.
The innovative label tells all about the social and environmen-
tal impacl thal a person makes when buying shoes. While
nutrition facts point to the impact of food on your wellness,
Timberland's labels describe the impact of products on the
earth’s wellness. All the volunteer programs arce reported
through this new medium as well.'®

Examples ol other notable companies in this calegory
are Patagonia, Whole Foods Market, Fetzer Vineyards, and
Herman Miller, These companies are well-known [or their en-
vironmental stewardship in creating more environmentally-
friendly business practices.

THE COLLABORATION OF THE INNOVATOR, THE
INVESTOR, AND THE PROPAGATOR

Because they have different motivations, the Innovators, the
Investors, and the Propagators play their own unique roles in
saving the environment. As described in Green to Gold, there

are several motivations for companies that are moving toward
11

a greener slance.
Matural resources dependence

Current exposure Lo regulation

Increasing polential for regulation

Competitive market for talent

Low market power in a highly competitive market
Good environmental track records

High brand exposure

| oSt o W N =

Big environmental impact

Reasons 1 to 3 are the main motivations for the Innova-
tors, reasons 4 to 6 for the Propagators, and reasons 7 to 8
for the Inveslors [see Figure 9.1).
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Figure 9.1 Motivations of Different Actors

Both Investors and Propagators promote the environmen-
tal cause through their business processes, whereas Inno-
vators produce products that are environmentally friendly,
Propagators play in niche markets whereas Investors play in
more mass markets. To create reinforcements ol impacts, all
three types should exist in the markel. The buzz is started
by the Propagators, which build their competitive advantage
from their concern aboul the environment. This buzz builds
up public opinlon for the environmental cause. However,
Propagators like Whole Foods Market will take a longer time to
bring green products into the mainstream. Without influence
from Investors like Wal-Mart, green products will remain ex-
clusive Lo a niche markel. Propagators also need Innovalors Lo
supply them with innovative green products (see Figure 9.2).

TARGETING COMMUNITIES FOR GREEN MARKETING

It is important to recognize that the green market is far
from homogeneous. The market lor green products and ser-
vices can be classified into four segments: trendsetters, value-
seckers, standard matchers, and cautious buyers. Trendset-
ters are the early market whereas value-seekers and standard
malchers are the mainstream market and the cautious buyers
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Figure 9.2 Collaboration of Different Actors

are laggards. Because each segment has different sets of be-
liefs toward product benefit. the marketing approach for each
segment should be different. As for the cautious buyers, it is
belter not (o pursue them, See Table 9.1,

Trendsetters are the most important segments in the
introduction stage of a green product. They become not only
the first customers to adopt the product but also the impor-
tant influencers in the market. Make them promoters who
will recommend and endorse the products to their friends
and families.

Based on the VALS,!? trendsetters can be classified in
the Innovators segment. They are change leaders and are
the most receptive to new ideas and technologies. They are
very active consumers, and their purchases reflect sophisti-
cated tastes for upscale, niche productis and services, How-
ever, green products will not take off to the growth stage if
they remain in the niche market of tree huggers. As long as
green products are the exclusive domain of well-off people,
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their benefits will be limited. To have an impact, they should
be widely accepted in the marketplace. That's why major cor-
porations are greening their mainstream brands. Take Tide
Coldwater, which is formulated to wash clothes best in cold
water,!2

Unlike the trendsetter market, which is more emotional
and spiritual, the mainstream market is more rational when
it comes to buying green products. The value-secker segment
buys green products if they are cost-efficlent. Consumers of
this type would nol pay more (o be green. Therelore, green
products must be affordable when targeting this segment.
Marketers should also be able to point out the cost-savings
from using green products.

People who are classified as “thinkers” in VALS are the key
target markel. They are open to considering new ideas. They
are a twvpe of customer who can easily be influenced away from
bad decisions and toward more responsible ones. Therefore,
marketers should design programs that give them options but
steer them away from the bad ones.'! Communicating greener
producl oplions in addition to regular ones will lead value-
seckers to choose the better options.

However, value-seekers are also conservative, practical
consumers; Lthey look for durability, functionality, and value
in the products they buy. To engage this segment, green mar-
keters need to pul an emphasis on how their product will pro-
vide more value with less environmental impact. Therefore,
the marketing communication should be themed around the
concept ol cco-elficiency.

While value-seekers are practical, the standard-matchers
are more conservalive, They do not buy a product that is not
yel a standard in an indusiry. The product’s popularity is the
most important reason to buy. To appeal to this segment. the
green product has to reach the critical mass to be considered
a standard. It is imperative to have a catalyst. For example,
the rise of environmentally-friendly buildings has been largely
driven by the development of green bullding standards. This
was pioneered by the UK. government and followed by the
U.S. government. More and more countries such as Australia
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Figure 9.3 The Markel Segment Influence Chain

and India are developing their own green building standards.
These trends are moving green buildings into mainstream
markets.!?

The cautious buyers, the fourth segment, are the cus-
tomers who are so skeptical thatl they avoid buying green
products although greener business is already an accepled
belief. This tvpe of customer is too costly to pursue and
convert.

To lead a product across its life cycle means to lead the
product across the market segment influence chain (see Fig-
ure 9.3). In the introduction stage, marketers need to use
green as a key source of differentiation. However, marketers
need to use word-of-mouth marketing to create hype and
a snowball elfeci to reach the growih siage. According to
Crossing the Chasm by Geollrey Moore, there is a gap in the
market—the chasm—that separates the early market from
the mainstream market.'® Green products have to cross the
chasm and become popular. Once a product reaches the
malurity slage, compelition inlensifies and markeiers need to
start finding differentiators other than just being green. [(See

Figure 9.4.)

SUMMARY: GREEN INNOVATION FOR SUSTAIMABILITY

In this chapler, we underscore the imporiance of values-based
companies moving toward a green commitment. Benefits in-
clude lower cost, better reputation, and more motivated em-
ployees. Companies such as DuPont contribute to the green
movement by playing the role of Innovator. Companies such
as Wal-Mart contribute by playing the role of Investor. And
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Figure 9.4 The Life Cycle ol Creating Green Awareness and
Purchase

Timberland contributes by plaving the role of Propagator.
Having examined the characteristics of these different roles,
we argue that when they all operate in the same market and
collaborate, thal the green markel will be reinforced. Finally.
companies need to distinguish the four segments in the green
market—the trendsetters, value-seekers, standard matchers,
and cautious buyers and note their diflering behaviors and
readiness to buy green products. Companies that promote en-
vironmental sustainability are practicing Marketing 3.0.
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