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The Sustainability of New Product Development: An Exploration of Current Practice in the UK Business Community – Article 13
Social responsibility and sustainability issues have become a standard element of corporate communications amongst Britain’s largest companies. These disclosures emphasise that corporate responsibility is a strategic business issue, and not merely a philanthropic or public relations gesture – a forward-looking, risk-focused perspective that is supported by changes in the investment and regulatory environment as well as wider civil society.

To this end, many companies – particularly the largest – have developed management systems and programmes to deliver their sustainability objectives and related business goals. For example, the Association of British Insurers’ analysis from 2003 suggests that 23% of the FTSE-100 made ‘full disclosure’ against its guidelines – indicating the presence of social and environmental risk management systems – whilst another 57% made ‘moderate disclosure’ and 20% ‘some disclosure’.

But how far have sustainability considerations truly influenced the core operations of these businesses? The approach to new product development (NPD) provides an interesting indicator of progress. NPD, after all, has long been recognised as a critical element in business survivability, one major analysis suggesting that sales of new products represent, on average, 35% of firms’ annual revenues (Griffin, 1997), and failure rates are often high, averaging 40% (Griffin 1997; Schilling and Hill 1998).
Situated at the very start of a company’s value chain, NPD can also make a critical contribution to the overall (social, environmental and economic) impacts of a business’s activities throughout a product or service’s life-cycle – from production, marketing and transport, to product-use and post-consumption. It can therefore represent a critical point of leverage in the delivery of value to a variety of stakeholders – a means to engineer a sustainable future and generate competitive advantage via cost-efficient processes, pre-empting regulatory pressures, product differentiation, and the creation and reinforcement of brand value.

But despite this apparent opportunity, current evidence suggests that few businesses have understood (or chosen to make explicit) the contribution that NPD processes are making to their sustainability objectives. Business Unusual, an Article 13 research report from March 2004, identified a group of ten companies that were trialling innovative approaches in relation to an emerging set of global social and environmental issues. These included innovations in regard to “product and service [development],” but were primarily focused on “the creation of new routes to market through partnerships and informal networks, and innovations in technology and business process.”

What we are exploring:  How far have sustainability considerations truly influenced the core operations of these businesses? The approach to new product development (NPD) provides an interesting indicator of progress. NPD, after all, has long been recognised as a critical element in business survivability, one major analysis suggesting that sales of new products represent, on average, 35% of firms’ annual revenues (Griffin, 1997), and failure rates are often high, averaging 40% (Griffin 1997; Schilling and Hill 1998).

These examples have been supplemented by the first research phase of Article 13’s subsequent study into contemporary practice in sustainability-focused approaches to new product development. A survey of the CSR sections of the websites of 50 FTSE-100 companies identified no explicit mention of NPD. However, from a wider survey of corporate websites, three broad groups of practice emerged:


· Environmentally-focused production and life-cycle approaches in the pharmaceuticals and manufacturing sectors, where resource and energy usage are critical environmental and economic issues; 


· Social and environmentally-focused niche consumer product approaches, e.g. fair trade, ethical trade, organic, or environmental energy supplies;


· Market access approaches, e.g. new financial service products targeted at lower income customers.

Article 13 is focusing on two key themes in the remainder of its study:


· The State of Play: Does the ‘gap’ between the potential for NPD to contribute to business’s sustainability objectives, and its (apparent) absence from the heart of corporate strategies reflect (a) a communications issue – that sustainability considerations have a significant influence on NPD, but the practice is not being recorded in CSR disclosures, or (b) an absence of practical initiatives – that the opportunity is not yet being seized by the bulk of UK business.  We will be exploring the different levels of NPD response as initially outlined above i.e. environmental, social and market access or total new product, business transformation such as wind farms, hydrogen cars etc

This theme is being addressed via two facilitated meetings with experts from business, NGOs, academia and government – identifying the scale of practice in sustainability-focused NPD and a further review of the FTSE 100 companies, annual reports, press releases, websites as well as CSR reports.

· The Potential: What is the opportunity for competitive advantage from sustainability-focused NPD, and how will this be achieved? This will encompass a consideration of: which business sectors offer the greatest potential for competitive advantage (and hence risk from inaction); what will be the most effective ways to introduce sustainability considerations into the new product development process; what are the responsibilities of different business functions to influence this process – from designers, to strategists, to marketers; and what will be the most important barriers, from inside and outside the company?

This theme is being addressed via a set of detailed case studies with leading companies that are innovating in the field of sustainability-focused NPD. It will also be supplemented by findings from the two events identified above.

The research is being conducted through to September 2004, with the full research findings forming the basis of the article submitted to Sustainable Innovation 04.
